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I. PROJECT DESCRIPTION 

A. Rationale 

1. The Medium-Term Development Framework (2005–2010) of the Government of Pakistan 
projected an annual gross domestic product (GDP) growth rate of 8%. This plan proposed major 
additions in power generation, transmission, and distribution capacities in view of the capacity of 
the power system was insufficient to meet the country’s needs. Electricity was rationed—with 
unsatisfied demand (load shedding) estimated to be 800 megawatts (MW), which was about 6% of 
total demand. 1  The problems were shortage of generation capacity and bottlenecks in the 
transmission system. Transmission lines were overloaded and there was lack of transformer 
capacity within the grid and at offtake points to the distribution companies. These lowered the 
reliability of supply and increased losses. The expansion of power generation was to be undertaken 
by private companies and independent power producers. Thus, the Asian Development Bank (ADB) 
considered support to augment and expand the transmission system.2 ADB’s country strategy 
supported the government’s approach to increase the capacity of the power system to promote 
economic growth.3 
 
2. The National Transmission & Despatch Company (NTDC), a state-owned corporation 
began commercial operations in late 1998. It took over all properties, rights and assets, obligations, 
and liabilities of the 220 kilovolt (kV) and 500 kV grid stations and transmission lines and/or network 
owned by the Pakistan Water and Power Development Authority (WAPDA). The National Electric 
Power Regulatory Authority (NEPRA) regulates NTDC’s tariff. NTDC’s investment needs to 
overcome existing capacity constraints was estimated to be $3.9 billion during the 10-year period 
of FY2007–FY2016. ADB approved a multitranche financing facility (MFF) of $800 million under a 
framework financing agreement with the Government of Pakistan on 13 December 2006, or about 
20% of NTDC’s required investment. The program was to be implemented in four tranches. Tranche 
1 (the project) was financed by a loan of $226 million from ADB’s ordinary capital resources (OCR), 
and included high priority subprojects to overcome existing transmission constraints. It was to entail 
installation of 500 kV and 220 kV4 transformers with an aggregate capacity of 6,125 megavolt-
ampere (MVA) at 18 locations nationwide, and three relatively short transmission lines totaling 
50 kilometers. An investment program support component was included in tranche 1, funded by 
a loan of SDR6.8 million ($10 million equivalent) from ADB’s Asian Development Fund (ADF). 
The loan remained open for the duration of the MFF.5 The program proposal was prepared under 
a project preparatory technical assistance,6 which was approved in 2005.  
 

                                                
1 The peak transmission system demand during the summer of 2006 was 13,051 MW. 
2 ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 

Financing Facility to the Islamic Republic of Pakistan: Power Transmission Enhancement Investment Program. 
Manila (Loans 2289-2290-PAK); and ADB. 2007. Project Administration Memorandum Pakistan: Power 
Transmission Enhancement Investment Program. Manila. 

3 ADB. 2003. Pakistan: Country Strategy and Program Update, 2004–2006. Manila. 
4  The voltage ratings were 500 kV/220 kV and 220 kV/132 kV. For convenience, these are named as 500 kV and 220 

kV transformers in this report. Associated bay equipment (circuit breakers, isolators, current and voltage 
transformers, relays and protection, conductors, insulators, and hardware) was included for connecting the 
transformer to the substations. 

5 ADB. 2017. Completion Report: Power Transmission Enhancement Investment Program—Tranche 1 (Pakistan). 
Manila (Loans 2289 and 2290). 

6 ADB. 2005. Technical Assistance to the Islamic Republic of Pakistan for Preparing the Power Transmission 
Enhancement Project (Financed by the Japan Special Fund). Manila. 
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B. Expected Impacts, Outcomes, and Outputs  

3. A design and monitoring framework (DMF) was prepared for the program, but not for 
tranche 1. The project completion report (PCR) assessed the impact, outcomes, and outputs of 
tranche 1 against those of the whole MFF program. 
 
4. The expected impact of the MFF program was sustained economic and social 
development, which targeted an annual GDP growth of 6%–7% during 2007–2015, and the 
implementation of rural and village electrification program by 2012. The expected outcome was a 
reliable and quality power supplied, and service coverage extended. This outcome targeted (i) full 
compliance with grid code and transmission license by 2009, (ii) increase by 10.5 gigawatt-hour 
(GWh) in annual energy supplied through the transmission system by 2011, (iii) electricity outages 
reduced by 30% in 2011, and (iv) grid-connected consumers increased to 70% of the population 
in 2011. The MFF program outputs were to be (i) the removal of system bottlenecks mainly by 
rehabilitating, expanding, and augmenting the 500 kV and 220 kV transmission systems; and with 
(ii) NTDC becoming a truly commercial entity. 
 
5. The investment program support component was to help build the internal capacity of 
NTDC. Support was provided for the following: (i) project preparatory activities focused on 
transmission system planning, subproject identification, assessment, detailed design, and 
procurement; (ii) project management activities, including project management, operations and 
maintenance, contract management, accounting and financial reporting, management information 
system, and economics of cost recovery tariff reviews; and (iii) project monitoring activities that 
include establishing the project performance monitoring system, carrying out periodic reviews of 
subprojects, and monitoring compliance with ADB’s environmental and social safeguards—
impacts, benefits, and implementation of resettlement plans, where applicable.7 

C. Provision of Inputs  

6. The two loans were approved on 13 December 2006 and the loan agreement was signed 
on 16 January 2007. Loan effectiveness was 11 May 2007, almost 1 month after the planned 
date. The expected closing date of the OCR loan was 30 December 2009, but the actual date 
was 8 February 2013—due to implementation delays and change of scope. The ADF loan was 
closed on 23 August 2017, over 2 months after the planned date of 15 June 2017. NTDC was to 
contribute $56.0 million to the program but only invested $30.5 million, reportedly due to the 
reduced project costs. In general, tranche 1 subprojects were implemented as planned, although 
with delays. 
 
7. In 2012, the OCR loan agreement was amended. 8  This canceled $67 million loan 
proceeds, transferred the installation of the static volt-ampere reactive (VAR) compensator to 
tranche 2, and revised the list of subprojects to use loan savings—to install 245 kilometers of 
220 kV double circuit transmission line from Dera Ghazi Khan to Loralai, 9  and additional 
transformers at  six more substations (footnote 8). Under tranche 1, new transformers were added 
at 15 existing substations supplying power to six distribution companies, the static 

                                                
7 The envisaged impact, outcome, and outputs of the investment program support component lack clarity because a 

specific DMF was not included in the report and recommendation of the President.  
8 ADB. 2012. Amendment to Loan Agreement for Pakistan: Power Transmission Enhancement Investment Program—

Tranche 1. Manila. 
9 The installation of the static VAR compensator was delayed so it was shifted under tranche 2 to avoid further 

extending the loan closing date of tranche 1. Similarly, the implementation of the transmission line from Dera Ghazi 
Khan to Loralai was advanced from tranche 2 to tranche 1. 
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VAR compensator was added at the Lahore substation, bays and 220 kV double circuit 
transmission line were added at an existing substation, and two new substations were constructed 
with associated transmission lines. 
 
8. The cost of tranche 1 was $159 million or 56% of the $282 million estimated at appraisal. 
Actual costs included the Dera Ghazi Khan–Loralai 220 kV transmission line ($60 million) and 
seven new 500 kV and 220 kV transformers (about $13 million), which were not included in the 
appraisal estimate. According to the PCR, these three factors contributed to the reduction in the 
cost of packages: (i) NTDC decided against executing turnkey contracts for the new substations, 
used multi-contracting instead that included project management expenses; (ii) the international 
bids were competitive since procurement was done following the 2008 global financial crisis that 
depressed demand of goods and lowered commodity prices; and (iii) the cost of NTDC internal 
staff were not reflected in the actual project cost. 
 
9. The consultancy cost under the implementation support component (footnote 2) was $4.3 
million or 34% of the $12.5 million estimated at appraisal. The approved $2.5 million from NTDC 
did not materialize. International consultants were engaged to undertake the feasibility report for 
a new, high-voltage direct current transmission line from Lahore to Karachi; prepare the 
subprojects into tranches; and provide services as the project management consultant (PMC). 
The PMC contract was delayed by over 3 years (awarded only in October 2010), which meant 
that NTDC used its own resources for project monitoring and supervision. Although an 
international consultant was to help build NTDC’s institutional capacity, this was never 
implemented, apparently due to the frequent changes of NTDC’s managing director, which 
affected the decision of engaging such consultant. 
 
10. Both environmental and involuntary resettlement categories were B for three substations 
(new bays at Mardan substation and the two new substations with associated transmission lines), 
and category C for the remaining subprojects. The environmental impacts of the subprojects were 
not severe since equipment was mostly installed on NTDC’s land property. The route of the 
transmission line did not involve resettlement, although compensation was paid for the loss of 
crops and removal of trees.  

D. Implementation Arrangements  

11. The Government of Pakistan was the borrower of the two ADB loans. The government 
relent the loan proceeds to NTDC in local currency—for the implementation of the tranche 
1 subprojects and the support component—at a fixed interest rate of 17% with a term of 17 years, 
including a 2-year grace period. The foreign exchange risk was borne by the government. 
 
12. NTDC was the executing and implementing agency. The design, procurement, and 
construction departments of NTDC directly implemented the subprojects. A project management 
unit (PMU) was established under the general manager to (i) coordinate the activities of various 
departments, including project management and procurement; (ii) meet ADB’s implementing and 
monitoring requirements; and (iii) communicate with ADB. 
 
13. The loan, project, and framework financing agreements had 57 covenants, of which 
48 were complied with. 10  Three covenants were not applicable, three experienced late 

                                                
10 It is not clear if NTDC’s financial forecasts were prepared and financial ratios calculated during the preparation of the 

PCR to ascertain if the covenants were met. Prior to 2013 (separation of Central Power Purchasing Agency 
(Guarantee) Limited), the revenue and expense related to the sale (to distribution companies) and purchase (from 
generation companies) of electricity was treated as “pass through.” However, relative volumes of the electricity trade 
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compliance, two were partially complied with, and one was not complied with—relating to NTDC 
auditing and accounting. The submission of audited financial statements for FY2014 was late and 
those for FY2015 and FY2016 have not been submitted.11 These were the result of the legal 
process to separate NTDC’s power purchase business from the Central Power Purchasing 
Agency (Guarantee) Limited (footnote 2). 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

14. The PCR rated tranche 1 relevant. The intended outcome was aligned with the 
government’s development strategy and to ADB’s country and energy sector strategies. At the 
time of appraisal, consumers experienced load shedding of between 4 and 8 hours,12 which 
substantially reduced socio-economic activities. Power generation and transmission capacities 
required major increases to address the power shortage. There was a need for the government 
to encourage the private sector to invest in power generation, and the public sector to increase 
power transmission capacity. Both generation and transmission capacities were projected to 
increase power availability to 26,663 MW by 2019, for an estimated peak demand of 26,439 MW 
on the transmission system to eventually eliminate the deficit.13 
 
15. The MFF modality—comprising four tranches—was adopted to support about 20% of the 
NTDC’s 10-year investment program. This approach is considered appropriate, since it assured 
NTDC of continued financial and institutional support for a number of subprojects over the long 
term. It provided flexibility to implement future subprojects according to implementation progress, 
NTDC’s development plans, and the specific needs of the power network. The subprojects for 
tranche 1 were identified during the preparation of the MFF to increase the transformer capacity 
of grid substations. This enabled the additional power supply to be sold to distribution companies 
and avoid overloading during peak demand, and when equipment was disconnected for 
maintenance purposes. New transformers were installed in existing substations where land was 
available, while existing transformers in substations with limited space were replaced with new, 
larger capacity ones. 
 
16. The project design supported the achievement of the project outcome—a reliable and 
quality power supply and extended service coverage by reducing transmission losses because of 
increased transformer capacity. The decision to (i) move the static VAR compensator to tranche 
2, (ii) add new transformers in six more substations in tranche 1, and (iii) implement a new 220 kV 
transmission line was relevant and in line with the program and project objectives. Three of the 
four outcomes in the DMF did not align with the outputs while some indicators did not appropriately 
measure with the results (para. 21). 

                                                
and use of system charges are very different—about PRs1 trillion and PRs19 billion, respectively. A difference 
between accounts receivable and bills payable for electricity trade could mask the performance of the transmission 
business. 

11 NTDC. 2017. http://www.ntdc.com.pk/.  The audited financial statement for FY2014–FY2015 and unaudited financial 
statement for FY2015–FY2016 were posted in the NTDC website (as downloaded on 14 January 2017).  

12 Load shedding is the planned and unplanned curtailment of power supply to specific areas when the demand 
exceeds available power generation capacity. During the peak transmission system demand of 13,051 MW in 2006, 
the unmet demand was estimated at 800 MW in the report and recommendation of the President (RRP). The State 
of Industry Report, published annually by NEPRA, indicates a higher deficit, i.e., 1,800 MW–5,700 MW during the 
period 2007–2010 (2011 report).   

13 NEPRA. 2017. State of Industry Report, 2016. Islamabad. 

http://www.ntdc.com.pk/
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17. NTDC was responsible for implementing a major investment program even with limited 
capacity. Hence, the implementation support component (footnote 2) provided consultant inputs 
for project preparation, management, and monitoring, which reduced the implementation risk. 
 
18. As the project was aligned with the country and sector strategies, and the design and 
financing modality supported the main sector needs at the time, this validation considers the 
project relevant. However, the poor DMF formulation made an appropriate assessment of the 
project impact indicators difficult. 

B. Effectiveness in Achieving Project Outcomes and Outputs 

19. The net addition of the 220 kV transformer capacity under tranche 1 was 3,328 MVA or 
19.5% of the total NTDC capacity in 2013. In total, this was 45% of the 7,828 MVA total 
transformer capacity added by NTDC during FY2007–FY2013. These investments eliminated 
transformer overloading for the specific substations and an outage of one transmission line or 
transformer (n-1 condition) no longer resulted in load shedding. With the enhanced capacity of 
the transmission system, transmission losses were reduced from 3.8% in 2007 to 2.6% in 2016—
a 1.2% decrease—while the annual input to NTDC’s power system increased from 86 terawatt-
hour (TWh) to 101 TWh. As a result of the project, an additional 1.2 TWh was transmitted to the 
distribution networks, and the subprojects contributed significantly to the improved reliability of 
the country’s power supply. 
 
20. The PCR rated tranche 1 less than effective since (i) the report and recommendation of the 
President (RRP) did not include a specific DMF for tranche 1 nor describe the outcomes separately; 
and (ii) three of the four outcomes identified for the MFF were not aligned with the outputs and, 
therefore, it was partly achieved. The DMF adequacy assessment should also be done under the 
section on relevance—for being a design flaw—as the subprojects did contribute effectively to the 
program’s and the sector’s objectives. 
 
21. An important shortcoming in the formulation of tranche 1 was that the RRP did not include 
a specific DMF for tranche 1. Hence, there is no a suitable DMF to measure its results, and the 
outcomes for the MFF program were not fully aligned with the outputs of tranche 1. In detail, the 
main issues with the DMF formulation are the following: 
 

(i) Full compliance with grid code and transmission license by 2009. The indicator 
was not aligned with the outputs since adequate generation capacity is also needed 
for NTDC to fully comply with the conditions of the grid code. Tranche 1 subprojects 
helped NTDC meet service conditions during n-1 occurrence,14 a critical requirement 
of the grid code, while outages on account of transformer overload have almost been 
eliminated.    

(ii) 10.5 GWh of additional power annually supplied through the grid by 2011. The 
outcome was achieved, although the target was poorly defined since 10.5 GWh is 
insignificant considering that NTDC delivered 88 TWh in 2011, and the increase from 
2007 was about 13 TWh. If the target is interpreted as loss reduction, then the 
achievement was 1,210 GWh, again far exceeding the target.  

(iii) Electricity outages reduced by 30% by 2011. The indicator was not aligned with the 
outputs. Outages cannot be reduced unless power generation increases to match the 

                                                
14 The common practice is to design transmission systems for n-1 occurrence, i.e., an outage of one element 

(transmission line or transformer) should not result in an interruption of supply. When such occurs, the capacity of 
the remaining elements should be adequate for meeting the power demand.  
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growth of demand. However, outages caused by grid transformer overload during 
peak demand periods at the project substations were almost eliminated. 

(iv) Grid-connected customers increased to 70% of the population by 2011. This 
indicator is poorly defined since NTDC is not responsible for connecting new 
customers as this is the role of the distribution companies. Also, according to the World 
Bank data, 91.37% of the population had access to electricity in 2011 and 84.6% in 
2006.15 There is no agreement about the electrification rate in Pakistan since available 
data from the World Bank and ADB do not match, so the indicator could not be properly 
assessed. 

  
22. The implementation support component completed the feasibility study for a high-voltage 
direct current interconnection between Karachi and Lahore, successfully prepared subprojects for 
tranche 4, and monitored the progress of implementation of subprojects in tranches 1 and 2. 
Capacity-building activities were also included but were not fully taken up by NTDC. The expected 
output of an NTDC becoming a true commercial entity was partly delivered, as some of the 
indicators were delivered partially or late. The PCR argued that the PMU could be made more 
effective by having (i) more control of staff working on the subprojects, (ii) be structured along the 
work flow (instead of functional lines covering all ADB-supported projects), and (iii) an early 
establishment of the Environment and Social Impact Cell. There were no issues with safeguards 
compliance in the subprojects and comprehensive reports were submitted on project completion. 
 
23. While tranche 1 contributed to the overall program objectives of reducing transmission 
bottlenecks, reducing technical losses, and improving the transmission network reliability, there 
were issues of alignment between outcomes and outputs, and some inappropriate definitions of 
indicators in the DMF, which made measuring the effectiveness of the project very difficult, as the 
assessment needed to follow “best practice” rather than the approved DMF. This validation rates 
tranche 1 less than effective. 

C. Efficiency of Resource Use  

24. The economic internal rate of return (EIRR) was recalculated at project completion, using 
the same approach used during tranche 1 appraisal. The changes in scope—exclusion of static 
VAR compensator, addition of six new substations, and a new transmission line—were factored 
in. Benefits accrued from the sale of additional power delivered through the new and augmented 
transformers. The EIRR was recalculated to be 21.5%, and the economic net present value at 
12% discount rate was PRs9.1 billion. This EIRR is much lower than the 36.8% at appraisal. 
Sensitivity assumptions, with reduced benefits and decreased value of resource savings, both by 
10%, show the project to be robust and remain above the economic opportunity cost of 12%, and 
higher than the 18% required for a rating of highly efficient.  On this basis, the PCR rated tranche 
1 highly efficient. 
 
25. The costs and benefits were computed in Pakistan rupees although they were presented 
in US dollar at appraisal. The high cost saving in dollar terms—57% lower loan disbursement in 
dollar terms—was nearly compensated by the difference in exchange rate as the actual project 
cost in Pakistan rupee terms was only 12% lower. According to Appendix 8 of the PCR, the 
benefits were mainly incremental (i.e., based on the willingness to pay by domestic consumers 
proxied to the unsubsidized regulated tariff of PRs11.89/kWh) after adjusting for generation and 

                                                
15  The World Bank. Sustainable Energy for All (SE4ALL). See the database from the SE4ALL Global Tracking 

Framework. Access to electricity (% of population). https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS? 
locations=PK&view=chart (accessed 15 February 2018). 

https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS?%20locations=PK&view=chart
https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS?%20locations=PK&view=chart
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distribution costs and using a standard conversion factor. The calculations used NTDC’s annual 
revenue and energy sold to derive the transmission tariff of PRs0.24/kWh, which is linked to the 
different costs along the value chain. The approach used in the recalculation is accepted, as the 
NEPRA-determined transmission tariff is calculated based on revenues, which are linked to the 
regulated tariff and calculated based on the cost of generation and distribution and, therefore, 
proxied to the consumers’ willingness to pay. The calculation showed 17.6% of distribution losses, 
which reduced end-user consumption volume, therefore, increasing the transmission cost. The 
economic analysis worksheet showed that the project cost did not deduct the 15% tax on capital 
expenditure (linked to the financial analysis data).16 This validation recalculated the EIRR after 
removing the tax on capital and operational expenditures, and the revised EIRR was 24.9%, which 
is slightly higher than the PCR figure. 
 
26. An alternative EIRR calculation was carried out for this validation, considering only the 
benefit from the additional electricity made available because of the loss reduction (up to 1.2% in 
2016). The annual volume of energy received from 2007 to 2016 and sold by NTDC was taken 
from NEPRA reports. The assumption was that the loss would remain at 1.2% after 2016 and the 
total energy delivered would also remain at the 2016 level. Power flowing from additional sources, 
therefore, was not included. Further, the net capacity addition of 220kV/132 kV transformers 
under tranche 1 was 3,328 MVA or 13.8% of the total addition of 24,048 MVA from 2007 to 2016. 
Therefore, only 13.8% of the additional GWh (from loss reduction) was attributed to the cost 
incurred under tranche 1. The benefits were considered 80% non-incremental, substituting the 
cost of the alternative diesel-based power generation (PRs26.92/kWh) used as the consumers’ 
willingness to pay,17 and 20% incremental using the unsubsidized, regulated NEPRA tariff of 
PRs11.89/kWh. The consumer demand would be reduced by 17.6% because of distribution 
losses. The recalculated EIRR from this benefit stream was 16%, which is lower than the 
EIRR calculated following the PCR/RRP method, due to diluted benefits of loss reduction projects 
across the whole network. 
 
27. The subprojects were implemented as designed, although with some delays in the 
construction of transmission lines. There were significant loan savings since the procurement 
process attracted competitive bids that resulted in lower costs than budgeted. This allowed the 
implementation of additional subprojects, which were prepared by NTDC. The significant 
economic impact of a reliable power network, increased transmission capacity, and reduced 
losses being accomplished, supports the rating of highly efficient. 

D. Preliminary Assessment of Sustainability  

28. The PCR rated tranche 1 likely sustainable. The calculated financial internal rate of return 
(FIRR) was 9.6%, higher than the weighted average cost of capital of 5.5%, but much lower than 
the FIRR of 26.8% estimated at MFF appraisal. Sensitivity analysis—with a 10% reduction in 
revenues, a 10% increase in operations and maintenance costs, and no real increase in use of 
system charges—indicated robustness, with the FIRR still higher than the weighted average cost 
of capital. The difference in the recalculated FIRRs from those at appraisal was because of the 
(i) reduced revenue stream as a result of implementation delays; (ii) exclusion of the static 
VAR compensator—a large proportion of the investment cost and benefits; and (iii) exclusion of 
benefits from loss reductions, which were difficult to assess for the individual subprojects. The 

                                                
16 This is probably a typographical error, as it could be confused with the 15% NTDC’s overhead cost. 
17 As large consumers installed back-up diesel generators to cope with load shedding, this validation estimates that 

80% of the overall energy demand would be non-incremental. 
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audited financial statement for FY2015 indicates that NTDC, generally, has a sound financial 
health.  
 
29. Increased transmission capacity led to higher sales for distribution companies who are 
supplying electricity to satisfy increased consumer demand. When the sizing of high-voltage 
transformers and transmission lines is according to technical requirements, (i) supply is not 
constrained so outages are avoided, (ii) the grid is stable so minor faults do not cause major 
disruptions, (iii)scheduled maintenance of equipment can be planned without increasing the risk 
of supply outages, (iv) transmission losses are minimized, and (v) voltage remains within tolerable 
limits throughout the grid so consumers do not need to spend more for voltage protection. 
 
30. Also, the payment settlement business has been segregated with the Central Power 
Purchase Agency Guarantee Ltd (CPPA-G) in 2015. 18  NTDC no longer shares the risks 
associated with delay and nonpayment of energy charges by distribution companies. 
NEPRA regularly reviews the use of system charges based on revenue requirements, so the 
operational risks are mitigated. This validation supports the rating of likely sustainable. 
 
31. It is noted, however, that while NTDC receives full payment for the transmission services, 
as per regulated tariffs, the debt created by limited payment recovery and below-cost tariffs 
incurred by the distribution sector are passed over to the generation subsector, and contributed 
to the “circular debt” and overall power sector sustainability problem.  

III. OTHER PERFORMANCE ASSESSMENTS 

A. Preliminary Assessment of Development Impact 

32. The PCR determined the impact of tranche 1 to be satisfactory. The subprojects were 
essential in ensuring the transfer of power—from generation to distribution companies. The 
project investments helped maintain the power transmission capacity at a level required to meet 
increasing demand. Two indicators were identified at appraisal for measuring project impact—
annual growth in GDP of 6%–7% from 2006 to 2015 and implementation of village and rural 
electrification by 2012. Actual GDP growth was 3.4% per annum from 2006 to 2011, and 3.9% 
per annum from 2012 to 2015. The PCR attributed this low growth to the continued fragile security 
condition and floods in 2010. Progress in the second indicator has been made since there are 
increases in the number and proportion of villages with electricity. In FY2007, of the total number 
of 158,698 villages, 59.4% or 94,192 villages had electricity. By FY2012, this increased to 109,199 
or 80.5% of the total, and by FY2016, this increased to 133,732 or 80.6%. Nevertheless, further 
rural electrification is needed.19 This validation agrees with the rating of satisfactory. 

B. Performance of the Borrower and Executing Agency 

33. The PCR rated the performance of the borrower and executing agency satisfactory. 
NTDC is technically competent to plan, design, and implement power transmission projects, 
although further capacity building and technical support are needed. Project implementation 
delays were attributed to a lack of understanding of ADB’s procurement and safeguard 
requirements, the time needed to set up the project monitoring unit and to recruit consultants, and 
the additional number of contracts. The last item was due to the cancellation of four turnkey 
contracts for new substations and their replacement with supply contracts. At appraisal, the 

                                                
18 NEPRA. 2015. NEPRA Market Operator (Registration, Standards and Procedure) Rules. Rule-5. Islamabad. 
19 The data for village electrification in FY2012 and FY2015 were taken from NEPRA. 2017. State of Industry Report 

2016. Islamabad. The data in the PCR is different and the source was not mentioned.   
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procurement plan proposed nine supply, two civil works, and five turnkey contracts; at completion, 
the total number reached 75. 
 
34. ADB carried out a project procurement-related review in 2014, where it made 
15 recommendations. A follow-up review in 2015 indicated that 13 of these recommendations had 
been implemented, one was under implementation and one was not implemented. The 
streamlining of the bid evaluation process and independent declarations by procurement 
committee members were awaiting Board approval, whereas the bids due diligence was not 
enhanced. 20  A concern regarding the confidentiality of bid evaluation arose; hence, 
NTDC reduced the number of officers involved in the process so confidential information was 
restricted to a need-to-know basis. 
 
35. NTDC did not take full advantage of the implementation support component, which would 
have further strengthened its capacity (para. 9). The government facilitated the approval of 
changes in the project scope in a timely manner and supervised the executing agency. This 
validation also rates the performance of the borrower and executing agency satisfactory.  

C. Performance of the Asian Development Bank  

36. The PCR rated the performance of ADB satisfactory. While ADB should have anticipated 
during project preparation NTDC’s lack of understanding of ADB’s procurement and safeguard 
requirements, which added substantial delays to project implementation, ADB supported effective 
implementation by fielding regular implementation review missions, approving procurement 
documents in a timely manner, closely monitoring the progress, and preparing joint action plans. 
The project procurement-related review took place after the closing of tranche 1 loan, but it 
benefited the procurement systems of NTDC for the following tranches of the program. This 
validation rates the performance of ADB satisfactory. 

D. Others  

37. The 2010 recruitment of the project implementation consultant was late, and the 3-year 
contract was not extended to support the succeeding tranches, as envisaged. The PCR indicated 
that NTDC was not satisfied with the performance of the consultants, mainly because of the late 
start of the experts, and their lack of experience in ADB-financed projects in Pakistan. This 
validation cautions that while country-specific experience helps, restricting the selection of project 
implementation consultants may hinder the competitive process without directly improving the 
quality of output. 
 
38. The PCR reported an acceptable performance among the contractors and suppliers. 
There were some delays in contract effectiveness because procedural matters took longer than 
expected. The ADB mission visited four sites after project completion and found the quality of 
work and installation of equipment to be good. 
  

                                                
20 ADB. 2014. Project Procurement-Related Review, Loan 2289-PAK (Tranche 1) and 2396-PAK (Tranche 2): Power 

Transmission Enhancement Investment Program. Manila; and ADB. 2015. Follow-Up Review of the Implementation 
of Project Procurement-Related Review, Loan 2289-PAK (Tranche 1) and 2396-PAK (Tranche 2): Power 
Transmission Enhancement Investment Program. Manila. 
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IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings 

39. This validation rates the project successful and supports the findings of the PCR. Individual 
ratings are shown in the table below. 

Overall Ratings 

Validation Criteria PCR IED Review Reason for Disagreement  
and/or Comments 

Relevance Relevant Relevant  

Effectiveness  Less than 

effective 

Less than 

effective 

 

Efficiency  Highly efficient Highly efficient  

Sustainability Likely 

sustainable 

Likely 

sustainable 

 

Overall assessment Successful Successful  

Preliminary assessment 

of impact 

Satisfactory Satisfactory  

Borrower and Executing 

Agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  

Quality of PCR  Satisfactory Para. 45. 
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
 

B. Lessons 

40. At sector level, the lessons identified are the following: (i) The separation of power trade 
and payment settlement (CPPA-G), and power transmission operation (NTPC) businesses 
enhances financial sustainability of the network operator as it allows for a predictable and stable 
source of revenue for NTDC, which will support long-term planning and investments. (ii) Financial 
forecasts should be prepared for NTDC following the separation of CPPA-G, while the financial 
covenants—debt service and self-financing ratios—must be regularly monitored because the 
company has an aggressive investment program. (iii) More attention is needed for the timely 
preparation and submission of project accounts and audited financial statements for the company. 
This helps maintain fiduciary control over project implementation, confirms the sustainability of 
operations, and strengthens corporate governance. (iv) As the load of most transformers exceeded 
80% just 5–6 years after commissioning, NTDC needs a more robust, long-term planning and 
load forecasting capacity. (v) The financial sustainability of the power sector is in jeopardy, as 
inefficiencies in tariff notification, subsidy payments, and recoveries pass over the debt and 
receivables to the power suppliers and to the government. 
 
41. At project level, the PCR noted several lessons, as follows: (i) The PMU had a key 
coordination function and should have been established early in the project cycle to ensure timely 
delivery of the plans, design, procurement, and construction activities from various departments of 
NTDC, and to provide considerable logistics support for equipment delivery to contractors and 
suppliers. (ii) The project schedule needed to be realistic, particularly for the first loan of a new 
executing agency without recent experience with ADB policies and procedures. (iii) A safeguard 
training for the project implementation staff during project inception and implementation would have 
helped avoid delays in addressing issues in implementing the transmission lines. (iv) An in-depth 
technical feasibility is required for components using advanced technology that required accurate 
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field data for design customization, such as a static VAR compensator. (v) The use of turnkey 
contracts is preferable from the lender’s perspective because coordination and monitoring work is 
carried out by the contractor, rather than by the executing agency. However, it does require suitable 
qualification requirements and proper selection processes to ensure quality and appropriate time 
and/or budget implementation. (vi) Since the implementation support component was 
underutilized, a better understanding between ADB and NTDC on the gaps and required activities 
is needed to strengthen project implementation and institutional capacity. 
 
42. Lessons related to results framework and methodology level show that the DMF 
indicators and targets for outputs and outcomes should be properly aligned, otherwise, the DMF 
would not be representative of the project impact and would hamper any post-evaluation exercise. 

C. Recommendations for Follow-Up  
 
43. None. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Reporting 

44. Project implementation was monitored by NTDC. Loan covenants that related to 
implementation monitoring and the timely submission of progress reports to ADB were complied 
with. After the completion of the PMC’s contract, NTDC used its own resources to prepare the 
progress reports for the four subprojects being implemented, and for the PCR. 

B. Comments on Project Completion Report Quality 

45. The PCR was prepared in accordance with the guidelines and is rated satisfactory. To 
facilitate this validation, related data and analysis were provided in an Excel file. The PCR 
provided a detailed description of all matters on project implementation. Key issues that affected 
the project were highlighted and objectively analyzed. The PCR also provided valuable lessons 
that would help in implementing similar projects in the future.  

C. Data Sources for Validation 

46. Data sources for the validation include the RRP, the PCR, loan review mission reports, 
and external reports that were cited in the footnotes. 

D. Recommendation for Independent Evaluation Department Follow-Up 

47. No follow-up is required for tranche 1; however, an evaluation of the MFF program is 
recommended after the last tranche is completed. 
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