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I. PROGRAM DESCRIPTION 
 
A. Rationale 

 
1. Armenia’s real gross domestic product (GDP) grew at an annual average rate of 4.7% 
from 2010 to 2014, but its economy remained vulnerable to external shocks in view of its narrow 
export base and dependence on remittance inflows. The economic slowdown in the Russian 
Federation plus lower export demand from the country’s main trading partners meant GDP growth 
declined from 3.5% in 2014 to 3.0% in 2015, and was expected to fall to 2.2% in 2016. Faced with 
constrained public finances and rising public debt, the government initiated a fiscal consolidation 
program, which limited budget allocations for infrastructure investment, operations, and 
maintenance. This emphasized the need to generate alternative revenues, improve cost recovery, 
and better manage fiscal resources.  
 
2. At the time of appraisal, the Asian Development Bank (ADB) was supporting significant 
infrastructure investments in Armenia, including the North–South Road Corridor, the rehabilitation 
of the M6 highway, water supply systems in 18 towns and 92 villages, and the power transmission 
network. Upon the request of the Government of Armenia, ADB in 2014 initiated a program of 
support to improve public financial management (PFM) in infrastructure with the preparation of 
the Infrastructure Sustainability Support Program (ISSP).1 The program focused on institutional 
reforms to align government agencies in the road and water sectors with their responsibilities and 
avoid duplication of effort. The ISSP (Phase 2)—ISSP 2 or the program2—continued this support 
for improved infrastructure governance through reforms in the power, road, and water sectors 
(power was not included in ISSP Phase 1 or ISSP 1). The program aimed to achieve reform 
through fully implemented program budgeting, improved regulation, increased budget and other 
allocations for maintenance, improved contracting and maintenance practices and institutions for 
infrastructure service delivery, and increased power sector revenue generation. 
 
3. A policy-based lending modality was chosen to support the policy reforms that would 
improve PFM and sector governance. This was combined with technical assistance aimed to 
achieve the policy agenda under the second tranche of the ISSP.  
 
B. Expected Impacts, Outcomes, and Outputs 

 
4. The program’s expected impact was improved service delivery in the power, road, and 
water sectors. The expected outcome was improved management and sustainability of these 
sectors. There were four program outputs: (i) improved PFM and utility regulation, (ii) increased 
financing and improved operations in the road sector, (iii) increased financing and improved 
operations in the water sector, and (iv) increased level of power sector competitiveness and 
revenue generation. 
 
C. Provision of Inputs 
 
5. The ADB Board approved the program on 10 November 2016, and the loan became 
effective on 27 December 2016, over 1 month earlier than the target date of 9 February 2017. 
The loan closed on the target closing date, 31 December 2017. 

                                                
1  ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant 

and Technical Assistance Grant to Armenia for the Infrastructure Sustainability Support Program. Manila. 
2  ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan 

and Technical Assistance Grant to Armenia for the Infrastructure Sustainability Support Program (Phase 2). Manila. 
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6. A $90 million policy-based loan from ADB’s ordinary capital resources and a $500,000 
technical assistance (TA) grant3 were provided to support the program. The loan had a 15-year 
term, including a 3-year grace period; a straight-line repayment method; an annual interest rate 
determined in accordance with ADB’s London Interbank Offered Rate -based lending facility;  
and a commitment charge of 0.15% per year on undisbursed amounts. The loan was disbursed 
in two tranches: first, $60 million upon loan effectiveness on 27 December 2016, following the 
completion of 16 policy actions; and, second, $30 million on 8 December 2017, once 18 further 
policy actions had been met.4 The disbursed amounts were in accordance with the report and 
recommendation of the President (RRP) and the timing of the tranche releases were within the 
set targets. The government had no direct counterpart funding for the program. 
 
7. The TA grant helped provide consulting services to implement the program and $478,353 
(96%) of the total amount was disbursed. The TA required 47 person-months of expert services, 
including an estimated 14 person-months of international and 33 person-months of national 
experts. The technical assistance completion report reported that three international consultants 
provided services for 9 person-months, and nine national consultants for 41 person-months. 5 
 
8. The program was classified category C for the environment, involuntary resettlement, and 
indigenous peoples. While the RRP advised that the program provide opportunities to introduce 
good practices for climate risk management and climate resilience thereby having an attribution 
to climate adaptation finance, this was not evident or referred to in both the RRP’s design and 
monitoring framework and the project completion report (PCR).6  

 
9. The program was classified as having some gender elements. At the time of approval, 
there were no women on boards of government wholly owned power companies. Through the 
program at least one woman was to be appointed to each of these boards to help address the 
gender imbalance and ensure such issues were considered at the highest levels within these 
companies. Women were appointed to the boards as planned. 
 
D. Implementation Arrangements 
 
10. The Ministry of Finance (MOF) was the executing agency to oversee, coordinate, and 
report on program implementation. There were five implementing agencies: Ministry of Energy, 
Industry, and Natural Resources (MOEINR); MOF; Ministry of Transport, Communication, and 
Information Technologies (MOTCIT); Public Sector Regulatory Commission (PSRC); and State 
Committee for Water Economy (SCWE). MOF coordinated the delivery of policy actions by each 
implementing agency. No notable changes were made to the arrangements during 
implementation. 
  
11. The TA helped achieve policy reforms for implementation under the second tranche. It 
also provided training and advisory services for (i) MOF’s guidelines in defining programs, budget 
structures, and sectoral strategy updating and costing; (ii) conducting MOTCIT’s and  

                                                
3   ADB. 2016. Technical Assistance to Armenia for Supporting Implementation of Phase 2 of the Infrastructure 

Sustainability Support Program. Manila. 
4  The policy matrix for both tranches related to the four outputs and covered the execution of program budgeting, 

strengthening utility regulation, increasing road maintenance funding, improving road maintenance operations, 
increasing water maintenance funding, improving water supply services and strengthening water policy operations, 
and undertaking reforms to introduce competition in the power sector. 

5  ADB. 2018. Technical Assistance Completion Report: Supporting Implementation of Phase 2 of the Infrastructure 
Sustainability Support Program in Armenia. Manila. 

6  ADB. 2018. Completion Report: Infrastructure Sustainability Support Program (Phase 2) in Armenia. Manila. 
 



 4 

SCWE’s performance audits for road and water projects; (iii) reviewing PSRC’s organizational 
structure and skills; (iv) reviewing the operations of MOTCIT’s Armenian Roads Directorate 
(ARD)7 and proposing a new organizational structure; (v) developing guidelines for the operations 
of SCWE’s new investment planning and asset management department; (vi) preparing a gap 
analysis for the technical design codes in water infrastructure projects; and (vii) conducting a 
study of contingent liabilities for the energy and water sectors. The TA completion report rated 
the assistance successful (footnote 5). 
 
12. All 13 covenants in the loan agreement were complied with by the loan closing date. The 
covenants were relevant, and none were modified, suspended, or waived.  

 
13. The RRP identified three key risks to program implementation: (i) weak economic 
conditions that could adversely affect government revenues and possibly lead to cuts in public 
expenditure, especially on road maintenance; (ii) weak capacity in government agencies could 
result in the uneven implementation of program budgeting; and (iii) the anticorruption framework 
may not be properly enforced within the government. Mitigating measures were for ADB to provide 
close support, and the provision of TA to help the government in its efforts to implement the reform 
agenda. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
14. The PCR assessed the program highly relevant. It demonstrated a sustained decade of 
engagement with the government that led to ISSP 1 and to ISSP 2, and highlighted the extent of 
the policy dialogue, particularly around the introduction of a value-added tax (VAT) on diesel and 
increases to other fuel excise taxes. This helped provide the fiscal resources for increased road 
and water maintenance expenditures. The PCR noted the close alignment of the program with 
government and ADB strategies and policies; and emphasized the intended economic benefits 
flowing from the reforms. For example, the design noted that better road maintenance reduces 
the need for rehabilitation later, while users benefit from the reduced transportation costs; and 
consumers benefit from more reliable water and power services. 
 
15. The program’s intended outcomes were fully aligned with country development priorities 
and ADB’s country and corporate strategies. It incorporated innovative features that gave 
demonstration value for others and resulted in transformative effects. The introduction of a lease 
contract for water service delivery was innovative in the Armenia context, as a former Soviet Union 
state, and as such provides a model for other countries to consider. While similar arrangements 
have existed in other developing member countries, the government’s direct role in the economy 
is relatively small compared with other former Soviet Union states, enabling Armenia to work in a 
way that may be replicated in other Central and West Asian countries. 

 
16. ADB utilized its established comparative advantage in supporting PFM reforms to provide 
a well-designed and relevant set of reforms, and the government proved capable of implementing 
across sectors. Although the program design had no deficiencies, the results chain could have 

                                                
7  ARD is the national government agency responsible for maintaining highways and roads, particularly the country’s 

arterial road system. The agency is unable to fully carry out its road maintenance function in view of funding 
limitations. ADB. 2018. Completion Report: Infrastructure Sustainability Support Program (Phase 2) in Armenia. 
Manila. 
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been stronger to ensure program outcomes were directly linked to the achievement of program 
outputs. This validation rates the program relevant. 
 
B. Effectiveness in Achieving Program Outcomes and Outputs 
 
17. The PCR assessed the program effective in achieving its outcome and outputs.  
The program supported improvements in PFM capacity and utility regulation through the 
implementation of program budgeting by line ministries. Program budgeting improved utility 
regulation through increasing PSRC’s transparency and accountability. For example, PSRC now 
appears before the National Assembly to explain its annual work program and related budget, 
and present its annual report. PSRC’s budget was also increased for 2018 to meet the 
requirements of the government approved plan to improve PSRC’s independence, transparency, 
and accountability. The Regulatory Commission mobilized additional financial resources and 
improved operations by introducing a VAT and increasing excise taxes in the road sector. 
MOTCIT improved the rehabilitation and maintenance of roads through better transparency in 
decision-making, capacity, and operational efficiency of ARD. This included using simplified 
performance-based and more flexible road maintenance contracts. For example, an international 
roughness index calculation was introduced as part of cost-benefit analysis. This broadened the 
types of maintenance work to be undertaken; thus, increased the flexibility of road maintenance 
contracts in terms scope and time period. 

 
18. The program also increased financing and improved operations in the water sector.  
SCWE signed a 15-year lease contract with Veolia Water CJSC in 2017 to deliver piped drinking 
water across Armenia.8 The contract included a $79 million allocation for maintenance over the 
concession period, which would be funded from tariff revenues, thereby limiting fiscal contingent 
liabilities of government. The contract also contained appropriate performance indicators, 
including the daily availability of water, maintaining water quality, and reducing nonrevenue water 
(NRW)—estimated to be 75% at the beginning of the program. The PCR stated that NRW had 
been estimated to have declined to 70%. However, in a 2018 World Bank Project Performance 
Assessment Report (PPAR), it assessed that the NRW of a parallel project—the Armenia 
Municipal Water Project—may be as high as 85%.9 The PPAR found that tariffs were purposefully 
kept low ($0.38 per cubic meter) to ensure water was affordable for poor households and, 
consequently, revenues were insufficient for the much-needed asset rehabilitation required to 
reduce NRW. The contractor had made every effort to reduce NRW, but could not achieve targets 
and ended up paying penalties for 2 years. The PPAR also stated that this was not a reflection 
on the contractor, but rather the dilapidated state of the water system and network in Yerevan 
(and the rest of the country) that had been built in the 1930s and had not been maintained or 
rehabilitated since.10  

 
19. SCWE appointed an auditor to conduct annual audits in 2017 to monitor the 
concessionaire’s compliance with the terms of the contract. Penalties can now be imposed for 
noncompliance, e.g., where NRW was not reduced. SCWE established an investment planning 
and asset management unit to properly oversee its assets. PSRC also prepared drinking water 
and wastewater rules and model contracts, and consulted with the public before they were 
approved in 2016. The rules are now in effect, and the domestic and commercial contracts are 

                                                
8 The relevant performance indicator—signed lease contract with a private water concessionaire provides for key 

performance indicators enforcing improved water supply service duration, reduced NRW, and improved water 
quality—was achieved. 

9  Independent Evaluation Group, World Bank Group. 2018. Project Performance Assessment Report: Armenia 
Municipal Water Project. Washington, DC. p.14. 

10 Footnote 9, p. 11. 
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based on the approved model contracts. The government also reviewed laws and regulations to 
improve sanitation services. 
 
20. The program supported MOEINR to liberalize the power sector market to encourage 
financial sustainability and efficiency by helping to (i) develop market rules and structures that 
allow broader competition and opportunity for cross-border and interstate trade of surplus 
seasonal power; (ii) introduce a tariff for the single power distribution company that allows third 
parties to access the distribution network and import power, and enables direct contracting 
between power producers and large customers; and (iii) amend the Energy Law of 2001 to allow 
greater competition, and cross-border and interstate trading. To ensure the sustainability of 
reforms and improve corporate governance, the government appointed two independent directors 
to the boards of the five state-owned power corporations, including one female director on each.  
 
21. The Safeguard Performance 11  was rated “not applicable” for compliance with  
ADB’s safeguard policies, since the program was correctly classified to category C—no impact—
for environment, involuntary resettlement, and indigenous peoples consistent with  
ADB’s Safeguard Policy Statement (2009). The categorization remained valid throughout the 
program. 
 
22. The program also achieved its three outcome indicators and all policy actions were met 
(para. 6). In 2017, MOEINR, MOTCIT, and SCWE published figures on performance against 
program budget and key performance indicators to be achieved twice a year. MOTCIT reported 
annually on road maintenance expenditure, and SCWE reported on maintenance expenditure in 
the water supply sector. The program achieved all 16 output indicators, including (i) a government 
plan to increase PRSC’s independence, transparency, and accountability; (ii) revised fuel 
taxation, including a 20% VAT on diesel, and increased excise taxes on diesel, petrol, and 
compressed natural gas; (iii) increased government road maintenance budget to $34.4 million in 
2018; and (iv) signed a lease contract with a private water concessionaire that included $79 million 
maintenance work during the 15-year concession period. This validation rates the program 
effective.  
 
C. Efficiency of Resource Use 

 
23. The PCR assessed the program highly efficient on the basis that no major changes were 
required in its scope, all policy actions were completed, and the loan was fully disbursed and 
closed according to the original schedule. The PCR arrived at its efficiency rating based on  
(i) thorough program preparation beginning with the project preparatory TA that led to an 
appropriate design; (ii) effective policy dialogue with the executing agency; (iii) the commitment 
of the government, which provided sufficient staff resources; and (iv) capacity building and 
implementation support provided through the effective use of TA.  
 
24. The Guidelines list the criteria for a highly efficient rating, for projects without an economic 
internal rate of return, as “intended outcomes were achieved or exceeded with significantly lower 
costs or within a shorter period than planned.”12 ADB financing of $90 million was disbursed as 
planned in the RRP and the second tranche was released on 8 December 2017, 23 days before 
the planned closing date of the program. While resources were efficiently used, the cost or 
financing was not below the planned amount, the second tranche was released in the final month 

                                                
11  ADB (Independent Evaluation Department). 2019. Project Safeguard Assessment: Infrastructure Sustainability 

Support Program (Phase 2). 25 January (internal). 
12 ADB. 2016. Guidelines for the Evaluation of Public Sector Operations. Manila. 
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of the program, and it closed as planned on 31 December 2017. This validation rates the program 
efficient. 
 
D. Preliminary Assessment of Sustainability 
 
25. The PCR assessed the program likely sustainable. The reforms provided the framework 
for strengthening government’s public finances and improving its management capacity in the 
energy, road, and water sectors. New policies and systems were gradually introduced and 
implemented. The PCR also examined sustainability in terms of a range of macroeconomic 
indicators—GDP growth, inflation, and remittances—and their likely evolution. 
 
26. It is likely that the policy reforms in PFM—notably in program budgeting—will remain 
extant. The reforms that resulted in strengthening the PSRC, improvements in sector regulation, 
increases in the road maintenance budget, the move to performance-based contracting, and the 
lease agreements for service provision in the water sector are all expected to deliver public 
support for the improvements that they bring. While fiscal consolidation is likely to impact all line 
ministries in the immediate future, the resulting improvement in overall public finances should 
bring greater predictability to sector financing in the medium term. Risks to sustainability include 
further political change, which may result in high staff turnover in key management positions in 
sector agencies; and the potential for continued high NRW losses impacting the financial stability 
of water supply. This validation rates the program likely sustainable. 
 

III. OTHER PERFORMANCE ASSESSMENTS 
  
A. Preliminary Assessment of Development Impact 
 
27. The PCR assessed the overall development impact of the program satisfactory.  
It indicated that the impact on institutional development and the improvement of Armenia’s public 
finances was significant. The PCR noted that during implementation, the program played a critical 
role in building consensus on the directions of reform among government agencies, emphasizing 
that this is a gradual, long-term process. The program helped restructure line agencies, reduce 
the duplication of functions, and improve the operational efficiency of MOEINR, MOTCIT, PSRC, 
and SCWE. While NRW rates remaining unacceptably high, improved metering has laid the 
groundwork for improved leak detection and Armenia now has full scale NRW reduction plan in 
place to tackle technical losses.13 A lease contract for water service delivery was innovative in the 
Armenia and former Soviet Union state context, which provides a model for other countries to 
consider. 
 
28. While only limited data is available, it is likely that given the accomplishments of outputs 
and outcomes, the program is likely to have a positive impact on improved service delivery in the 
power, road, and water sectors. Changes in the policy and regulatory environment support the 
development of the subregional energy market. For example, ADB contributed to policy dialogue 
in power sector reforms; and supported PSRC in establishing market rules for a power tariff 
structure and preparing a power grid code to enable regional power trading. Improved road 
maintenance supports more efficient transport and encourages trade. Improved sector 
governance is expected to ensure more efficient public expenditure in the key infrastructure 
sectors supported by the program, thereby contributing to government’s efforts on fiscal 
consolidation. This validation rates the development impact satisfactory. 
 

                                                
13 Footnote 9, p. 22. 
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B. Performance of the Borrower and Executing Agency 
 
29. The PCR assessed the performance of the borrower and executing agency as 
satisfactory. It indicated that government showed a genuine commitment to achieving the reforms. 
MOF successfully carried out program administration, including (i) overseeing and coordinating 
the timely implementation of the policy actions by the ministry itself, MOEINR, MOTCIT, PSRC, 
and SCWE; (ii) providing timely reporting; and (iii) managing disbursements. Continuity of key 
staff throughout the program period greatly enhanced implementation, while all loan covenants 
were complied with. Support at the political level for the reform agenda was considered an 
important factor. 
 
30. The government fully accomplished the reforms under both tranches within a tight 
timeframe. It managed to undertake politically sensitive reforms, including the water service 
delivery lease to a private sector company and the reforms of PSRC—the agency responsible for 
tariff setting in the energy and water sectors. This validation finds the performance of the borrower 
and executing agency satisfactory. 
 
C. Performance of the Asian Development Bank and Cofinanciers 
 
31. The PCR assessed ADB’s performance to be satisfactory. It noted that although the 
program’s comprehensive nature placed considerable demands on government institutions, ADB, 
through its advisory role and TA, contributed significantly to capacity development. This helped 
realize the policy and institutional changes necessary to strengthen administration, procedures, 
and systems in key reform areas. ADB also demonstrated sufficient flexibility to accommodate 
government requests for additional activities under the TA. 
 
32. ADB worked with the government to design relevant reform programs that were within its 
capacity to undertake. The program was jointly monitored by staff from ADB headquarters and 
the Armenia Resident Mission. ADB coordinated closely with other international financial 
institutions and development partners to ensure its budgetary support would complement their 
efforts to stabilize the economy. After program approval, ADB conducted four missions—an 
inception, two reviews, and a PCR—comprising 27 person-days input. ADB also contributed to 
capacity development and in strengthening administration, procedures, and systems in significant 
public sector reforms through needed policy and institutional changes. This validation finds ADB 
performance satisfactory. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  
 
A. Overall Assessment and Ratings  
 
33. The PCR assessed the program highly successful and highly relevant to the government’s 
efforts in improving PFM capacity and mobilizing funding for quality and service improvements in 
the energy, road, and water sectors. It was effective in achieving the targeted outputs and 
outcomes, and highly efficient in completing the policy actions within the original schedule.  
The PCR also found the program likely sustainable because of the government’s commitment to 
continue public sector reforms.  
 
34. This validation rates the program successful, lower than the PCR assessment. It is 
relevant because the outcomes were fully aligned with country development priorities and ADB 
country and corporate strategies; and the introduction of a lease contract for water service delivery 
was innovative in the former Soviet Union state context. The program is rated effective as it 
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achieved its intended outcome and all 17 output indicators (footnote 6). It is rated efficient in view 
of the accomplishment of the reform agenda within the envisaged timeframe and because the 
loan as designed was sufficient to accomplish the reforms, while the outcomes are likely 
sustainable. The table summarizes these ratings.  
 

Table: Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 

Relevance Highly relevant Relevant The program design had no 
deficiencies; however, the results chain 
could have been stronger. For 
example, the link between program 
outputs and outcome indicators could 
have been achieved independently of 
the outputs. The introduction of a lease 
contract for water service delivery was 
innovative in the former Soviet Union 
state context. 

Effectiveness  Effective Effective  

Efficiency  Highly efficient Efficient The cost or financing was not below the 
planned amount, the second tranche 
was released in the final planned month 
of the program and the program closed 
as planned on 31 December 2017.  

Sustainability Likely 
sustainable 

Likely 
sustainable 

 

Overall assessment Highly 
successful 

Successful Weighted score of 2.25 compared to 
2.5 from PCR ratings. 

Preliminary assessment 
of impact 

Satisfactory Satisfactory  

Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  

Quality of PCR  Satisfactory Para. 39. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = program completion report. 
Source: ADB (Independent Evaluation Department). 

 
B. Lessons 

 
35. The PCR documented four key lessons: (i) program design—policy-based program loans 
should avoid a lot of complex policy actions and focus on the core elements of the reform agenda; 
(ii) role of TA: any TA should accompany policy-based programs to ensure targeted policy actions 
are met on time and help strengthen government capacity; (iii) importance of the consultation 
process in program design—the program approach used for consultation is a model for preparing 
a relevant, responsive, and timely policy reform agenda that incorporates lessons from previous 
projects; and (iv) the role of stakeholder consultation—sufficient resources must be allocated to 
promote a meaningful stakeholder dialogue and institutionalize ownership of the reform agenda 
to ensure they transcend short-term political considerations. 
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36. This validation also offers the following lessons: 
 

(i) Sector level: there is a need to determine if PFM reforms should be 
undertaken within the context of sector investments or separately.  
The successful implementation of a set of PFM reforms in three sectors where 
ADB was making significant investments raises the question as to whether such 
reforms should be included in the investment loans or undertaken separately.  
The answer will depend on the country situation and the reforms required. 
However, this program demonstrates the effectiveness of pursuing the reforms as 
a separate, but parallel operation. One issue which may arise on the ADB side is 
that of team leadership. Sector specialists may be more likely to limit the extent of 
policy reforms during project design to those falling more strictly within the sector—
road maintenance issues, for example—whereas a PFM specialist would more 
likely seek to identify systemic issues across infrastructure sectors. These can be 
addressed at the level of the country office business plan to make an appropriate 
choice of modality.  

 
(ii) Country level: The introduction of a lease contract for water service delivery 

was innovative in the Armenia and former Soviet Union state context, which 
provides a model for other countries to consider. The government’s direct role 
in the economy is relatively small compared with other former Soviet Union states, 
enabling Armenia to innovate in a way that can be showcased to other Central and 
West Asian countries. Signing of the lease contract for water service delivery with 
a private sector provider was an achievement, exhibiting the government’s political 
will to address poor service quality by the best means possible; and on 
circumstances that made such an investment attractive to a private international 
company. These included the gradual improvement in Armenia’s investment 
climate, its commitment to maintaining macroeconomic stability, previous 
involvement of the private sector in energy generation and distribution, and prior 
and concurrent investments by development partners in the water sector. 

 
C. Recommendations for Follow-Up 
 
37. The PCR documented four key recommendations (related to design, ADB comparative 
advantage, implementation, and the covenants) and a set of program actions for follow up.  
In addition to the PCR recommendations, the PVR makes the following recommendations. 
 

(i) ADB should continue to monitor the performance of the lease contract in the water 
sector as it progresses as this would be of particular interest to other ADB member 
countries facing difficulties in delivering water services, especially those in rural 
areas. This could deliver valuable knowledge for development benefits. 
 

(ii) ADB should continue to monitor how effective PSRC is in regulating public utilities 
and document lessons learnt. Armenia’s experience of a single regulator will be of 
interest to other small ADB member countries in view of the needs of the economy 
and limited qualified staff for utility regulation. 
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V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
 
38. The reporting mechanisms for the sector agencies established under the program should 
continue to provide the information necessary to assess the implementation and effectiveness of 
the reforms. Key areas to monitor will be the continued roll-out of program budgeting, and the 
performance of PSRC in tariff setting that balances affordability of services with the sustainability 
of sector finances. 
 
B. Comments on Program Completion Report Quality 

 
39. The quality of the PCR was satisfactory. It met the requirements expected in the PCR 
guidelines. The PCR provided detailed descriptions of the outputs and outcomes of the program 
and the achievement of the reforms set out in the policy matrix. Its lessons and recommendations 
for follow-up actions by ADB were well-considered. It could have benefited from more discussion 
on sustainability issues at the sector and institutional levels.  

 
C. Data Sources for Validation 
 
40. Primary data sources for this validation were the PCR, the RRP, back-to-office reports on 
program preparation and administration missions, and the safeguard assessment. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
41. A program performance evaluation report could be prepared in 2020 when its impact on 
service delivery is clearer. This follows the recommendation made in the PCR. 
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