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I. PROJECT DESCRIPTION 

A. Rationale  

1. The Government of Pakistan prepared the Medium-Term Development Framework  
(2005–2010) with a projected annual growth rate of 8% and commensurate addition of power 
generation, transmission, and distribution capacities. At the time of appraisal, about 45% of the 
population lacked access to grid electricity, which meant that their potential for economic and social 
growth was lower than the rest of the population. When the Multitranche Financing Facility (MFF) 
Transmission Enhancement Investment Program was being prepared in 2006, the transmission 
system already faced capacity constraints; the peak transmission system demand in the summer 
months of 2006 was 13,051 megawatts (MW) with an unsatisfied demand (requiring load shedding) 
estimated at 800 MW (6%). Overloading of transformers during the peak demand periods increased 
supply instability and losses. While expansion of power generation was being promoted through 
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public–private partnership, the Asian Development Bank (ADB) considered support for the 
augmentation and expansion of the transmission system to reduce bottlenecks.1 

2.  By the fiscal year (FY) 2005, the National Transmission and Despatch Company (NDTC) 
had been legally separated from the Water and Power Development Authority and the National 
Electric Power Regulatory Authority (NEPRA) had regulated its tariff. NTDC’s investment 
requirement for overcoming existing capacity constraints and evacuating the proposed new 
generation capacity was estimated as $3.9 billion during the 10-year period FY2007–FY2016. 
Based on a framework financing agreement with the government, ADB approved an MFF not 
exceeding $800.0 million on 13 December 2006 (20.0% of NTDC’s estimated investment 
requirement). The high priority subprojects to overcome existing constraints were included in the 
first tranche for $226.0 million (Loan 2289 from ordinary capital resources). An investment program 
support component worth $10.0 million (Loan 2290 from ADB’s Asian Development Fund or ADF) 
was also included in the first tranche, which remained open for the full duration of MFF 
implementation.2 

3. The second of four tranches under the MFF transmission program was approved on  
17 December 2007.3 It comprised the installation of 500-kilovolt (kV) and 220-kV transformers with 
an aggregate capacity of 5,300 megavolt ampere (MVA) at seven locations across Pakistan  
(of which six were new substations), spare two single-phase 500-kV transformer limbs of 400 MVA 
total capacity, five transmission lines totaling 242 kilometers (km), and one static volt-ampere 
reactive (VAR) compensator at Quetta.4  

4. The subprojects of the second tranche, like those implemented under the first tranche, 
continued to address bottlenecks in the 500-kV and 220-kV power transmission systems. It included 
the augmentation of transformer capacities of existing substations, the establishment of new 
substations, and putting up transmission lines. The components, other than the VAR compensator, 
were relatively simple, used readily available designs, and needed little preparatory work. The 
components implemented in Pakistan addressed immediate supply concerns from a large number 
of customers. The transmission project schedule also matched the completion of new power 
generation capacities, as both were essential for minimizing supply shortages in the future. The 
VAR compensator helped improve the grid voltage and thus, the quality and reliability of power 
supply to customers. It was envisaged that the VAR compensator would be installed in Quetta, but 
after the change in scope, it was installed in Lahore, where there is a much larger power demand.   

B. Expected Impacts, Outcomes, and Outputs  

5. The expected impact of tranche 2 was a reliable and quality power supplied and coverage 
extended, and the indicators were (i) full compliance with grid code and transmission license 
(2009), (ii) increase by 10.5 gigawatt-hour in annual energy supplied through the transmission 

                                                
1  ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 

Financing Facility to the Islamic Republic of Pakistan for Power Transmission Enhancement Investment Program 
(approved on 13 December 2006). Manila; and ADB. 2007. Project Administration Memorandum of Pakistan: Power 
Transmission Enhancement Investment Program. Manila. 

2  ADB. 2017. Completion Report: Power Transmission Enhancement Investment Program–Tranche 2 inPakistan. 
Manila. 

3  ADB. 2015. Power Transmission Enhancement Investment Program–Tranche 2: Project Administration Manual. 
Manila. This is the updated version following loan closing. 

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) were also added for connecting the 
transformer to the substations. 
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system (2011), (iii) outages reduced by 30% (2011); and (iv) grid-connected consumers increased 
to 70% of the population (2011). These are the same indicators and targets of the outcome 
envisaged under the MFF program and the project completion report (PCR) evaluation was based 
on these. It is noted that the updated project administration manual (footnote 3) includes a revised 
design and monitoring framework (DMF) dated August 2015 that is much simpler. There is no 
explanation regarding the need, approval, or use of the revision. This validation, like the PCR, 
has disregarded the 2015 version of the DMF, as it is not clear if it was approved and applied. 

6. The tranche 2 outcomes were primary transmission systems rehabilitated, augmented and 
expanded–system bottlenecks removed; it mentioned two indicators; i.e., complete restructuring 
and financial autonomy for NTDC by 2009, and adequate management information system 
implemented by 2009. These indicators were listed for the second output (namely, NTDC 
becomes a true commercial entity) for the MFF (footnote 1) and required to be completed by 
2007. The PCR flagged the issue of inconsistency between tranche 2 outputs and outcomes and 
a lack of measurable indicators for the stated outcome. This validation has a similar view. 

7. Project output was power transmission system capacity enhancement through system 
expansion and augmentation, and electricity from new power stations evacuated. The indicator 
was completion of the subprojects according to the schedule indicated in the investment and 
expansion plan; Table 1 provides the delay based on the planned and actual commissioning dates 
taken from the project administration manual and the PCR. 

Table 1: Subproject Commissioning Schedule and Delay 

 

Description 

Capacity 
and Length 

Commissioning Delaya 

Planned Actualb Months % 

1 New 220 kV Okara 
substation transformer 
and 220 kV transmission 
line 

3x250 MVA 
and 10.8 km  

Dec 2011 Jul 2014 31 72 

2 New 220 kV Toba Tek 
Singh substation 
transformer and  
220 kV transmission 
line 

3x250 MVA 
and 1.2 km  

Dec 2011 Dec 2014 36 84 

3 New static VAR 
compensator at Quetta 

-150 MVAR 
to +450 
MVAR 

Jun 2012 Moved to second MFF transmission 
program because of delays 

4 Extension of 500 kV 
Ghazi Barotha 
substation 
transformers 

600 MVA 
and 200 
MVA spare 

Jun 2011 Jan 2015 43 116 

5 New 500 kV Dera 
Ghazi Khan substation 
and 500 kV 
transmission line  

2x600 MVA,  
200 MVA 
spare and 
21.4 km 

Jun 2012 Aug 2014 26 53 

6 New 220 kV Loralai 
substation transformer 

3x250 MVA Jun 2011 Aug 2014 38 103 

7 New 220 kV Rohri 
substation transformer 
and 220 kV 
transmission line 

3x250 MVA 
and  
145.7 km  

Jun 2011 Sep 2013 27 73 
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Description 

Capacity 
and Length 

Commissioning Delaya 

Planned Actualb Months % 

8 New 132 kV 
transmission Line 
Jarwar to Sadiqbad 

63.8 km Jun 2009 Jun 2009 0 0 

9 Augmentation 220 kV 
Ravi substation 

3x250 MVA Jun 2010 Nov 2011 17 68 

10 New static VAR 
compensator at New 
Kot Lakhpat 

-150 MVAR 
to +450 
MVAR 

Dec 2009c Feb 2016 
commissioned 

 
Dec 2017 
energized 

75 212 

km = kilometer, kV = kilovolt, MFF = multitranche financing facility, MVA = megavolt-ampere, MVAR = megavolt-ampere 
reactive, VAR = volt-ampere reactive. 

a  Delay is based on the signing date of the second tranche, i.e., May 2008, except for item 10, which is based on the 
signing date of the first tranche, January 2007. 

b  The date of commission of the first transformer is indicated for substations with multiple transformers.  
c  The scheduled date for commissioning of the static VAR is indicated as 2008–2009 in the project administration 

manual of the first tranche. While the equipment is tested and commissioned, it was idle until December 2017 when 
the linked 132 kV bus bar was expected to be upgraded.  

8. The second tranche included nine subprojects and the purchase of essential tools, 
construction, and commissioning equipment. There was a delay in the implementation of the static 
VAR compensator at Quetta, so it was deferred for consideration under a subsequent MFF. 
Instead, the implementation of the static VAR compensator at New Kot Lakhpat (Lahore)—
planned for the first tranche—was included for implementation under the second tranche, so the 
number of subprojects and outcomes remained unchanged. Five new substations were 
constructed (three of these included transmission lines), three existing substations were extended 
(one for the installation of static VAR compensator), and a new transmission line was set up.  

9. Six subprojects fell under category B for environment and involuntary resettlement while 
the remaining subproject fell under category C. The Environment and Social Impact Cell of 
NTDC’s project management unit (PMU) and its consultant regularly visited construction sites and 
prepared monitoring reports. In general, the environmental impacts were not severe. There were 
2,938 affected persons in all, of which only 6 resulted from land acquisition. Compensation, arising 
mostly from the loss of crop and trees along the right-of-way of transmission lines, were paid to 
all affected persons; according to the final report, further monitoring is not needed.   

C. Provision of Inputs  

10. The actual project cost for the subprojects under the second tranche was $178 million, or 
66% the estimated budget of $276 million at appraisal.5 There was no change in project scope 
apart from the change of location of the static VAR compensator from Quetta to New Kot Lakhpat. 
According to the PCR, two factors contributed to the large difference in project cost: (i) supplies 
were mostly sourced from low cost suppliers in developing countries and where costs for 
commonly used transmission equipment were lower6; and (ii) the bids were very competitive as 

                                                
5  The PCR compared the aggregate contract payments to the base cost (without contingency and financing charges) 

at appraisal and concluded that the actual cost was 25% lower. The larger difference in this validation is on account 
of unused $23.73 million contingency provision.  

6  The share of contract payments to developed economies was $23.3 million, or 13.3% out of the total of $174.9.  
The turnkey contract for the new technology static VAR compensator went to Sweden, which was 10.7% of the total.  
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procurement followed the 2008 global financial crisis that depressed demand and lowered 
commodity prices. This validation is consistent with the reasons mentioned in the PCR.  

11. The loan for the second tranche was approved on 17 December 2007, signed on 20 May 
2008, and made effective on 19 June 2008. The government needed additional time to meet the 
condition regarding corporate governance, i.e., making required appointments to the boards of 
the government-owned companies in the power sector. The original loan closing date was  
31 December 2013; the project was extended three times and it closed on 22 August 2016, mostly 
for allowing the installation of the static VAR compensator. Due to the reduced costs, the loan for 
the second tranche was reduced by $63 million. 

D. Implementation Arrangements  

12. The government was the borrower for the ADB loan. It relented the loan proceeds to NTDC 
in local currency to implement the subprojects under the second tranche at a fixed interest rate of 
17% with a term of 17 years, including a 2-year grace period. The government assumed the 
foreign exchange risk. 

13. NTDC was both the executing agency and the implementing agency. Its design, 
procurement, and construction departments directly implemented the subprojects. The PMU was 
established under the general manager (Projects) for (i) coordinating between various 
departments, (ii) meeting ADB’s implementing and monitoring requirements; and  
(iii) communicating with ADB.  

14. Turnkey contracts were awarded for five subprojects while the multi-contract delivery 
approach was used for the remaining subprojects. Because there were fewer turnkey contracts 
than planned, the total number of contracts increased from 23 to 45. NTDC preferred the multi-
contract approach for transmission lines and substations as it could adopt its standard equipment 
specification and exercise direct control over the installation contractors.  

15. The loan, project, and framework financing agreements had 51 covenants,7 of which  
42 were complied with, and 4 were not applicable as the stipulated situations did not arise during 
project implementation. One covenant was complied with late, one partially, and three not 
complied with due to (i) delays in the establishment of the PMU; (ii) high receivables from 
government-owned entities, including the distribution companies; (iii) nonsubmission of audited 
financial statement for FY2016; and (iv) nonsubmission of financial forecasts indicating that 
required debt service coverage and self-financing ratios would be met. The late submission of 
audited financial statement for FY2014 and FY2015 and nonsubmission for FY2016 was a result 
of NTDC legally separating its power purchase business into the Central Power Purchasing 
Agency (Guarantee) Limited that was covenanted.8 The high level of receivables (about $1.2 
billion in FY2014 according to the NTDC’s FY2014 audited financial report) was transferred to the 
new company.  

                                                
7  NTDC did not submit financial forecasts and financial ratios as part of its PCR. Prior to the separation of Central 

Power Purchasing Agency (Guarantee) Limited in 2013, the revenue and expense related to sale (to distribution 
companies) and purchase (from generation companies) of electricity were treated as “pass through.” However, 
relative volumes of the electricity trade and use of system charges are very different—about PRs1 trillion for electricity 
trade and PRs19 billion for use of system charges. A difference between accounts receivable and bills payable for 
electricity trade could mask the performance of the transmission business. 

8  The audited financial statement for FY2014–FY2015 and unaudited financial statement for FY2015– 
FY2016 are disclosed on the NTDC website.  National Transmission and Despatch Company. 
http://www.ntdc.com.pk/publications.php (accessed on 14 January 2017).  

http://www.ntdc.com.pk/publications.php
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II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

16. The PCR affirmed the relevance of the second tranche. The intended outcome was 
rehabilitation, augmentation, and expansion of the power grid to avoid bottlenecks. This was fully 
aligned with the government’s development strategy and ADB’s country and energy sector 
strategies. Consumers were being subjected to load shedding9 for 4 to 8 hours, reducing their 
economic output and creating dissatisfaction. Both power generation capacity and power 
transmission capacity required considerable increases to address the power shortage. The 
government policy was to encourage the private sector to add power generation capacity, and 
help the public sector increase the power transmission capacity as the power transmission 
network was kept state-owned. Together, the addition of generation and transmission capacities 
was expected to increase power availability to 26,663 MW by 2019. The peak demand on the 
transmission system was projected to be 26,439 MW so the deficit would be eliminated.10  

17. By FY2015, i.e., when implementation of all subprojects had been completed, NTDC’s 
total 220 kV transformer capacity was 23,194 MVA, of which the net addition under the second 
tranche was 3,500 MVA or 15.1%, or 37.0% of the 9,535 MVA total transformer capacity at 220 
kV added by NTDC during FY2008–FY2015. The project also added 1,800 MVA of 500 kV 
transformer capacity, equivalent to 12% of the total installed by June 2015, or 36.0% of total 
additions during the period. This generally eliminated transformer overloading, and outage of one 
transmission line or transformer (n-1) no longer resulted in load shedding linked to the particular 
substations. The reported transmission system losses had reduced from 3.8% in 2007 to 2.6% in 
2016 while the input to NTDC’s power system increased from 86 terawatt-hours (TWh) to  
101 TWh. The sale of the additional 1.2 TWh resulting from the 1.2% loss reduction, when valued 
at $0.10/kWh, amounts to $121 million. The subprojects have significantly contributed to 
improving supply reliability and loss reduction.  

18. The MFF modality, comprising four tranches, was appropriately used to support NTDC. 
There was flexibility in including discrete subprojects for financing under the MFF tranches 
according to NTDC’s expansion plan and site readiness for implementation. The high priority 
subprojects for addressing transmission bottlenecks were identified during appraisal for 
implementation under the first and second tranches. The substitution of the Quetta static VAR 
compensator with a similar one in New Kot Lakhpat in the second tranche did not change the 
tranche outcome. The subprojects were implemented as designed, there were no design 
deficiencies that needed modifications during implementation and the installation of static VAR 
compensator was an innovative feature for the country. The rating for project relevance reflects 
the increase in the country’s power transmission capacity by nearly 25%, reduction of 
transmission loss by nearly a third and the additional revenue that the power sector accrued 
because of the lower transmission losses and improved supply availability.11 This validation rates 
the second tranche relevant.   

                                                
9  Load shedding is planned and unplanned curtailment of power supply to specific areas when the demand exceeds 

the 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. The State of Industry Report 
published annually by NEPRA indicates a higher deficit, i.e., 1,800 MW to 5,700 MW during the period 2007–2010 
(2011 report).   

10  NEPRA. 2017. State of Industry Report 2017. Islamabad. 
11  It is to be also noted that transmission loss reduction occurs mainly during peak load hours, which reduces the use 

of costlier and more polluting fossil fuel-based power generation.  
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B. Effectiveness in Achieving Project Outcomes and Outputs 

19. The PCR rated the second tranche as effective. Had the project management performance 
been better and implementation delay avoided, the rating could have been higher—the timely 
completion of the subprojects was specifically identified as an output indicator. The outcome 
indicators mentioned in the DMF were not fully aligned with the outputs of the second tranche 
(para. 6). Nonetheless, out of the two indicators, one was achieved—NTDC had operational and 
financial autonomy when the PCR was prepared. For the second indicator, “adequate management 
information system implemented by 2009,” NTDC had a project management and information 
system, which was constantly being improved. All subprojects were implemented, the transformers 
and transmission lines were in service, only the static VAR compensator was awaiting completion 
of the associated 132 kV system when the PCR was carried out.  

20. This validation rates the safeguard performance of the second tranche as satisfactory 
following a safeguard assessment that formed part of the PCR validation process. The available 
monitoring information for subprojects under the second tranche was reviewed; the reports 
indicated that no environmentally protected areas or reserved trees were present in the 
transmission line corridors and substation sites. The environmental impacts were moderate and 
likely adequately mitigated. Involuntary resettlement was also satisfactory and met ADB’s 
requirements on compensation, assistance, and benefits to displaced persons; social impact 
assessment; resettlement planning; information disclosure; consultation and participation; and 
grievance redress mechanism.12  

21. The initial environmental examination and environmental management plan were available 
for the two longer transmission line components (items 7 and 8 in Table 1); however, the same were 
not available for the three subprojects that included substations and short transmission lines (items 
1, 2, and 5 in Table 1). It was not possible to form an opinion in the absence of these documents. 
The environment monitoring reports also did not adequately cover pollution and occupational health 
and safety aspects (footnote 12).   

22. Based on a successful implementation of all subprojects, and generally satisfactory 
safeguard performance, this validation agrees with the effective rating of the PCR.    

C. Efficiency of Resource Use  

23. The PCR recalculated the economic internal rate of return (EIRR). The approach was the 
same as that used for the MFF and the first tranche. The benefit accumulated from the sale of 
additional power delivered through the new and upgraded transformers. Although actual load data 
was not available for the transformers installed under the second tranche, it was assumed, as for 
the subprojects under the first tranche and generally the case in Pakistan, that the transformer 
load will increase gradually and would operate at rated capacity in 5 years after commissioning.  
The recalculated EIRR was 13.9% and the economic net present value at 12.0% discount rate 
was PRs2,380.0 million (equivalent to $22.7 million at the exchange rate at upon completion of 
the second tranche). There was no record of the EIRR estimated at appraisal, so a comparison 
was not possible. As it was above the economic opportunity cost of 12.0%, the PCR rated the 
second tranche efficient. 

                                                
12 ADB (Independent Evaluation Department). 2018. Project Safeguard Assessment: Power Transmission 

Enhancement Investment Program Tranche 2 in Pakistan. 8 March (internal). 
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24. According to the text in Appendix 8 of the PCR, the benefits were mostly incremental and 
based on the domestic consumers’ willingness to pay what was assumed to be the same as the 
retail tariff of PRs12.30/kWh (FY2015), adjusted for generation and distribution costs and a 
standard conversion factor. The worksheet mainly used NTDC’s annual revenue and power 
delivered to derive PRs0.36/kWh as the transmission tariff for valuing benefits, after discounting 
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 calculated based on the cost of generation and distribution, and therefore 
proxied to the consumers’ willingness to pay. The calculation accounted for 17.6% of distribution 
losses, which reduced end-user consumption volume and therefore increased the transmission 
cost. This validation recalculated the EIRR after removing the increase in transmission tariff on 
account of distribution loss. The revised EIRR was 12.1%, which is marginally above the 
benchmark rate of 12% for revenue earning projects.  

25. The implementation of nearly all subprojects was delayed, by an average of about  
2.5 years. It delayed the economic and financial benefits from the investment and the same was 
reflected on the reduction of EIRR and financial internal rate of return (FIRR). Due to the lower 
cost of contract packages, $63.0 million was cancelled from the loan amount, which had minimal 
impact as the funds could conveniently be used for the implementation of new transmission 
subprojects under the two remaining tranches of the MFF.   

26. This validation considers the EIRR calculation approach to be conservative. Benefits from 
the reduction of transmission loss has not been captured and the benefit from incremental sale 
has been determined using the transmission tariff that is a financial value, the economic value is 
expected to be higher. The economic benefit from increased reliability (meeting n-1 redundancy 
criterion) and quality (voltage regulation using static VAR compensator) of supply has not been 
quantified in the analysis, although it has economic benefits related to stable power supply. 
Further, the benefit from the installation of 500 kV transformers that was 22% of the total project 
cost was not considered. These high capacity transformers were essential for complex power 
grids and had tangible benefits—the power flowing through the new 500 kV transformers may 
have been directed to other 220 kV transformers and then to the distribution companies so the 
incremental gigawatt-hour sale would be higher, these are connected to 500 kV transmission lines 
that had about 150% more power transmission capacity than 220 kV transmission lines while the 
capital cost and right-of-way requirement was not as high. Therefore, even when the revised EIRR 
was marginally higher than 12%, this validation supports the rating of efficient. 

D. Preliminary Assessment of Sustainability  
 
27. The PCR rated the second tranche as likely sustainable. The subprojects had been 
commissioned and were in service, the static VAR compensator was also expected to be in 
service soon. NTDC had a strong investment program that will enable the transmission system to 
keep pace with increasing power generation capacity and so the transmission losses are 
expected to remain within the range allowed in the tariff. NTDC had trained staff for routine 
operation and maintenance of the substations, but needed experts who could better analyze and 
advise interventions following occurrence of system faults or equipment failures. NEPRA 
considered use of system charges revisions from time to time for keeping revenue higher than 
legitimate costs.  
 
28. The recalculated FIRR in the PCR was 10.3%, which is higher than the weighted average 
cost of capital of 5.2%. Like the EIRR, there was no FIRR calculation at appraisal, so comparison 
was not possible. Sensitivity analysis showed that the FIRR will remain higher than weighted 
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average cost of capital for 10.0% reduction in revenue, 10.0% increase of operation and 
maintenance cost and no real increase in use of system charges. Further, the audited financial 
statements for FY2015 indicated that NTDC was generally in sound financial health, and the 
separation of the electricity trading business was expected to lower the commercial risk of NTDC. 
This validation supports the PCR’s rating of likely sustainable. 
 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Preliminary Assessment of Development Impact 

29. The PCR found the impact of the second tranche to be satisfactory. The subprojects were 
essential for transferring power from the generation companies to the distribution companies and 
balance power flows for containing instances of equipment overload. This and other ongoing 
investments helped maintain the transmission capacity at a level required for meeting increasing 
power demand in the country.  

30. The indicators and targets identified at appraisal were:  
(i) Full compliance with grid code and transmission license by 2009. The indicator 

was not aligned with the outputs since adequate generation capacity was also 
needed for NTDC to fully comply with the conditions of the grid code. The 
subprojects under the second tranche helped NTDC meet service conditions during 
n-1 occurrence, a critical requirement of the grid code, and outages on account of 
transformer overload at the particular substations has been nearly eliminated.  

(ii) Additional 10.5 gigawatt-hour power supplied annually through the grid by 
2011. This was a possible typographical error, interpreted as 10.5 TWh in the PCR. 
The impact was achieved. NTDC delivered 88.0 TWh by 2011, which was 13.3 TWh 
higher than the 2007 level. 

(iii) Electricity outages reduced by 30% by 2011. This outcome was achieved. Like 
(i), outages could not be reduced unless power generation increased to match the 
demand increase. However, outages caused by grid transformer overload at the 
particular substations during peak demand periods had been eliminated. 

(iv) Grid-connected customers increased to 70% of the population by 2011. The 
10 distribution companies and the vertically integrated utility in Karachi were 
responsible for connecting consumers and not NTDC. According to World Bank 
data, 91.37% of the population had access to electricity in 2011 and 84.6% had 
access in 2006 so this target appears to be poorly defined at appraisal.13  The 
subprojects reduced losses so more electricity was available to customers for the 
same level of power generation, the second tranche contributed directly to increased 
supply. 

31. This validation agrees that there were issues with the impact indicators and targets at 
appraisal. Considering the achievements (para. 23), the second tranche is likely to have positive 
development impacts and minimal negative impacts. This validation holds a similar rating the 
PCR’s rating of satisfactory. 

 

                                                
13 World Bank. Sustainable Energy for All Database. 
 https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS?locations=PK&view=chart (accessed on 17 January 2018). 

https://data.worldbank.org/indicator/EG.ELC.ACCS.ZS?locations=PK&view=chart
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B. Performance of the Borrower and Executing Agency 

32. The PCR rated the performance of the executing agency to be satisfactory and that of the 
borrower as partly satisfactory. The subprojects, except for the static VAR compensator, were 
commissioned or were ready for commissioning by December 2014, which was 12 months after 
the original loan closing date. The 10-month delay was due to the nearly 2 years it took to meet 
the condition for corporate governance, i.e., ensuring board members did not have conflict of 
interest by holding the position in different government-owned power companies. This condition 
was agreed during the appraisal of the first tranche of the program.  

33. NTDC is technically competent to plan, design, and implement power transmission 
projects. The PMU was established; it coordinated the activities carried out by various 
departments of NTDC. Its effectiveness could have improved with more control over the activities 
and having a dedicated project manager. The PCR mentioned that the PMU could be made more 
effective by (i) more control of staff working on the subprojects, (ii) structured along the work flow 
(instead of functional lines covering all ADB supported projects); and (iii) early establishment of 
the Environment and Social Impact Cell. This validation has a similar view. 

34. ADB carried out a project procurement-related review in 2014 and made 
15 recommendations. The follow-up review in 2015 showed that 13 recommendations had been 
implemented, 1 recommendation was under implementation, and 1 had not been implemented. 
The streamlining of the bid evaluation process and independence declaration by procurement 
committee members were awaiting Board approval and the due diligence of bids had not been 
enhanced.14 There was concern regarding the confidentiality of bid evaluation related information, 
which prompted the NTDC to reduce the number of offices involved with the process and 
confidential information was restricted on a need-to-know basis.  

35. This validation rates the performance of the executing agency as satisfactory and that of 
the borrower as less than satisfactory. 

C. Performance of the Asian Development Bank  

36. The PCR had rated ADB’s performance as satisfactory. It fielded regular implementation 
review missions, approved procurement documents in a timely manner, closely monitored the 
progress, and prepared joint action plans. The project procurement-related review took place 
before the closing of the second tranche of the loan and benefited procurement systems in NTDC. 
According to the PCR, ADB had identified problems with NTDC’s management of procurement 
but the interventions were delayed. ADB could have taken the opportunity to align the DMF 
indicators and targets during the mid-term review of the second tranche, but changes were not 
introduced. Overall, design, implementation, and monitoring of the project was adequate, 
justifying ADB’s performance rating of satisfactory. 

D. Others  

37. The project implementation consultant was recruited in 2010 well beyond the project’s 
commencement date, and the 3-year contract was not extended to support the implementation of 
subsequent tranches, as envisaged. According to the PCR, a higher allocation for consultancy 

                                                
14  ADB. 2014. Project Procurement-Related Review: Power Transmission Enhancement Investment Program 

(Tranches 1 and 2) in Pakistan. Manila; and ADB. 2015. Follow-Up Review of the Implementation of Project 
Procurement-Related Review Recommendations: Power Transmission Enhancement Investment Program 
(Tranches 1 and 2) in Pakistan. Manila. 
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services budget for environmental monitoring would have improved implementation and reporting. 
The suppliers and contractors performed well and the equipment installed under the second 
tranche met required standards. The international turnkey contractors engaged a domestic 
subcontractor for site works; this caused some delay as the international contractors needed time 
to understand NTDC’s expectations and the capacity of the domestic subcontractors.   
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  
 
A. Overall Assessment and Ratings  

 
38. Overall, the project had been rated as successful in the PCR and this validation holds a 
similar assessment. The ratings are summarized in Table 2.  

Table 2: Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 

Relevance Relevant Relevant  

Effectiveness  Effective Effective  

Efficiency  Efficient Efficient  

Sustainability Likely 
sustainable 

Likely 
sustainable 

 

Overall assessment Successful Successful  

Preliminary 
assessment of impact 

Satisfactory Satisfactory  

Borrower Partly 
satisfactory 

Less than 
Satisfactory 

 

Executing agency Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  

Quality of PCR  Satisfactory  
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Note: From May 2012, IED views the PCR's rating terminology of "partly" or "less" as equivalent to "less than" and 
uses this terminology for its own rating categories to improve clarity. 

B. Lessons  

39. Regarding sector-level lessons, the PCR highlighted the benefits of using the MFF modality 
to implement a large number of discrete subprojects, because it provided flexibility for 
implementation and transferring more complex and time-consuming subprojects (e.g., static VAR 
compensator) to subsequent tranches. This validation notes that the simplified approach used to 
evaluate economic performance of power transmission projects tend to not consider certain 
benefits (e.g., increased reliability and availability), resulting in a lower EIRR, which may 
erroneously be interpreted as less efficient investment and thus discourage inclusion of such 
components in future project proposals 

40. The PCR noted mostly project-level lessons. First, the PMU had a key coordination 
function and needed to be established early in the project cycle, particularly as NTDC was unfamiliar 
with the turnkey contract approach for procurement. However, the PMU needed strengthening to 
monitor activities closely and identify delays and issues earlier. Executing agencies would also 
benefit from support for capacity building for meeting ADB’s requirements related to procurement, 
environmental, and social impact management and reporting. Second, the use of turnkey 
contracts reduced the complexities of contract management; the first tranche had no turnkey 
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contract and the second tranche had five, which improved project implementation efficiency. Third, 
capacity building at NTDC was also needed to prepare robust demand forecasts, which would 
allow for medium term planning, rather than just fixing overloading and bottleneck issues.  

41. The PCR also emphasized that the PMU should exercise full control over staff involved in 
all project-related activities. However, while relying on the PMU is important for successful 
implementation of projects when internal capacity and ownership is lacking, it is important for ADB 
to support management restructuring and capacity building for core areas, such as long-term 
planning and project management. 

42. This validation adds the following results framework and methodology lessons. ADB 
would need to identify more adequate indicators for power system reliability to appropriately capture 
the benefits of transmission projects. The formulation of specific DMFs for the different tranches of 
an MFF are essential to appropriately measure effectiveness and establish causality between 
outputs and outcomes. The indicators and targets in the DMF for future projects, prepared under 
the new guidelines,15 should be closely aligned with project outcomes and outputs.  

C. Recommendations for Follow-Up  
 
43. The PCR considered the ongoing appraisal and review missions for NTDC projects as 
sufficient for monitoring the performance of the company and the second tranche subprojects and 
that separate monitoring will not be necessary as implementation was complete. Similarly, the 
covenants were relevant only during the implementation period, except the financial covenants, 
which can be monitored while appraising future project proposals for NTDC.  
 
44. This validation additionally recommends that financial forecasts be prepared for NTDC 
following the separation of Central Power Purchasing Agency (Guarantee) Limited. The financial 
covenants (debt service ratio and self-financing ratio) need to be regularly monitored as the 
company has an aggressive ADB-supported investment program.  
 
45. ADB is expected to continue supporting power transmission capacity enhancement in 
Pakistan and other developing member countries. Therefore, this validation also recommends 
developing suitable guidelines to capture the economic benefit from installation of high voltage 
networks and reactive power devices (e.g., VAR). 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Reporting 

46. NTDC monitored project implementation and complied with the covenants related to 
implementation monitoring and timely submission of progress report to ADB. After the conclusion 
of the contract for the project management consultant, NTDC used its own resources to prepare 
the progress reports and the final report at project completion. 

B. Comments on Project Completion Report Quality 

47.  The PCR had been prepared in accordance with the guidelines. The subprojects were 
described and implementation issues (e.g., substitution of subproject for VAR compensator, use 
of turnkey contracts, implementation delay, and high loan saving) were identified and explained. 

                                                
15  ADB. 2016. Guidelines for Preparing a Design and Monitoring Framework. Manila. 
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The EIRR recalculation followed the method used during the preparation of the MFF but are 
considered conservative by this validation. Project-level lessons were identified but the 
implementation of a large MFF program is expected to also reveal sector and country-level 
lessons. The PCR provided a detailed description of all issues related to project implementation 
and highlighted and objectively analyzed key issues that affected the. The PCR also provided 
valuable lessons that would help the implementation of similar projects in the future. This 
validation rates the PCR as satisfactory based on the criteria for assessing PCRs. 

C. Data Sources for Validation 

48. Data sources for the validation include the report and recommendation of the President, 
the PCR, loan review mission reports, and some external reports that have been cited.   

D. Recommendation for Independent Evaluation Department Follow-Up 

49. No follow-up is required for the second tranche; however, a review of the MFF program 
closing report is recommended when the last tranche has been completed.  
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