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I. PROJECT DESCRIPTION 
 
A. Rationale 
 
1. Lanzhou, the capital of Gansu Province, is the regional hub between the eastern and 
western regions of the People’s Republic of China (PRC). The urban area stretches for about 40 
kilometers (km) along the river from west to east with a population of  
3.8 million as of 2019. Lanzhou has four distinct development zones—three on the south bank 
of the Yellow River where the commercial and government centers are located.  Anning, the 
residential area and center for education, is situated on the north bank of the river. 
 
2. The Lanzhou municipal government (LMG) adopted the "one river, two centers, seven 
groups" strategy as its focal urban master plan to optimize land use and economic and social 
functions. Since additional development along the south bank was limited, there was a high 
potential for developing Anning where 80% of the land was suitable for settlement and which 
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had a low population density. Anning was to be the political, administrative, economic, and 
cultural center of Lanzhou and was expected to undergo a substantial increase in transport 
demand.  

 
3. The improved urban mass transport system was to address some of the increased 
transport demand and urban traffic congestion and allow more livable urban environment often 
associated with the development of a new city center. This project was Asian Development 
Bank’s (ADB) first support to urban mass transport system in the PRC. The rapid increases in 
passenger vehicle ownership and decline of non-motorized transport (NMT) was causing 
congestion and adverse environmental impacts in Lanzhou. A good quality, high-capacity public 
transport system was needed to support high density urban development, reduce land required 
for transport, and enable transit-oriented development. The project was to support the 
development of the urban road and mass transport system serving the new city center and 
contribute to the realization of the urban master plan. The project was to provide a sustainable 
urban transport system in Lanzhou, with focus on Anning. 
  
B. Expected Impacts, Outcomes, and Outputs 
 
4. The envisaged project impact was achievement of sustainable economic growth, 
effective environmental improvement, and improved quality of urban life in Anning. The 
expected outcome was provision of an efficient, safe and clean urban transport system. The 
planned outputs were the construction of a bus rapid transit (BRT) and NMT network 
development; improvement in advanced traffic management; installation of environmental 
monitoring system; and strengthened institutional management capacity.1 
 
C. Provision of Inputs 
 
5. The loan was approved in December 2009 and became effective in July 2010. The 
project was completed in December 2018, four years later than expected. The delay was due to 
the difficulty in relocating the Gansu Disable Soldier Sanatorium, a family dormitory, the Lanhai 
Yeast Powder Plant, 38 households and nine other enterprises along Road 516. The relocation 
cost was higher than what was estimated and beyond LMG’s capacity. The project management 
office (PMO) explored options to resolve the issues but had to subsequently request ADB to 
cancel the specific road subproject.2,3 Alternative BRT alignment to a new corridor that was 
ready to accommodate the BRT facilities was identified and expected to yield higher passenger 
volume than the original corridor.4 Other resettlement issues were the relocation of an oil 
pipeline, 73 households, and one enterprise along Road 530, which were resolved. The 
relocation of five households and two enterprises along Road 578 required some time to 
resolve. Also, the local authorities found hard to resolve the relocation of 190 households along 
Road 580. 
 

                                                
1 ADB (East Asia Department). 2010. Loan 2601: Lanzhou Sustainable Urban Transport Project Loan Inception 

Mission. Back-to-office report. 30 August - 3 September (internal). 
2  ADB. 2020. Completion Report: Lanzhou Sustainable Urban Transport Project in People’s Republic of China. 

Manila.  
3  ADB (East Asia Department). 2014. Loan 2601: Lanzhou Sustainable Urban Transport Project Midterm Review 

Mission Report (internal). 
4  ADB (East Asia Department). 2016. Loan 2601: Lanzhou Sustainable Urban Transport Project Loan Review 

Mission Report. 12–13 October (internal). 
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6. At completion, the actual project cost was $417.18 million or 13.14% lower than at 
appraisal. The actual cost of some subcomponents exceeded the estimates by $22.12 million, 
with additional $13.89 million for civil works, $5.90 million for equipment, $0.99 million for 
resettlement and compensation, and $1.34 million for project administration. These additional 
costs were offset by the total reduction in cost of about $85.21 million, due to the decrease in 
consulting services by $2.25 million, capacity building by $0.29 million, physical and price 
contingencies by $46.26 million, financing charges during implementation by $20.65 million, and 
taxes and duties by $15.76 million.  

 
7. The project experienced deficiencies in counterpart funding in 2013 due to the additional 
construction costs of six underground passages and four footbridges along the BRT corridor 
and the cancelled loan from a commercial bank.5 At appraisal, the project was expected to 
require 32 person-months of international and 2,558 person-months of national consulting 
services. Actual numbers of person-months used for consulting services were not indicated. 
 
8. The project was categorized A for environment. A summary environmental impact 
assessment and an environmental management plan (EMP) were prepared, in accordance with 
ADB’s Environmental Policy (2002) and the Environmental Assessment Guidelines (2003). The 
project was also classified category A for involuntary resettlement.  Related impacts were 
identified, and a resettlement plan was prepared in compliance with the PRC’s laws and 
regulations and ADB’s Involuntary Resettlement Policy (1995). The resettlement plan was 
approved by ADB and disclosed to affected persons. The project was categorized C for 
indigenous peoples. A social development monitoring and action plan (SDMAP) was formulated 
to ensure inclusive development benefits for women and vulnerable groups. This also identified 
specific actions and monitoring measures to target and/or involve women in project design and 
implementation. There was no gender action plan and no attached technical assistance. 
Financing for the environmental monitoring system was covered by the central government’s 
environmental monitoring initiatives through the Environmental Protection Bureau.  
 
D. Implementation Arrangements 
 
9. As envisaged, the LMG was the executing agency that established the project steering 
committee (PSC). The PSC undertook the review of project implementation, resolved 
coordination issues, and provided guidance for the timely completion of the project. A PMO 
under the LMG was the implementing agency responsible for project management, supervision 
of procurement of works, goods, and consulting services. It was also tasked to monitor the use 
of the ADB loan and government funding and the submission of reports to ADB and the 
government. In December 2014, the PMO was transferred to the Anning district government 
(ADG) for closer monitoring as most of the unfinished works were in Anning.  
 
10. The validation notes that the project completion report (PCR) and the ADB mission 
reports did not provide information on the performance of the PSC. There were reportorial 
requirements that were either not submitted in a timely manner or not submitted at all. On the 
PMO’s performance, there were reportorial requirements that were either not submitted in a 
timely manner or not submitted, such as the annual implementation plan on land acquisition and 
resettlement (LAR) activities from 2011-2014, documentation on the SDMAP, and the poor 

                                                
5  ADB (East Asia Department). 2013. Loan 2601: Lanzhou Sustainable Urban Transport Project Loan Review 

Mission Report. 4–6 September (internal). 



 4 

quality of external monitoring reports.6 The PMO operationalized the first phase of the BRT of 
about 8.5 km on December 2012 including the BRT stations and bicycle lanes. The executing 
agency and PMO also completed the first phase of the BRT on time and resolved the issues on 
resettlement and utility relocation on the last section by realigning the BRT to a higher traffic 
demand corridor. Based on these discussions, this validation notes that the implementation 
arrangements were satisfactory.      
 
11. Of the 40 loan covenants, the executing agency complied with 39, and one was 
considered not applicable as the National Development and Reform Commission canceled the 
planned LRT Line 2 in May 2016. However, this validation notes that there were actually 47 loan 
covenants, 46 of which the executing agency complied with, and one of which was no longer 
applicable.  
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
12. The PCR rated the project relevant. It noted that the project was aligned with ADB and 
government priorities at appraisal and completion. It was consistent with ADB’s Country 
Partnership Strategy (CPS) 2016–2020, which promoted inclusive growth and environmental 
sustainability. The project was aligned with the LMG’s key urban master plan. It supported the 
development of the urban road network and mass transport system in Anning through an 
efficient, safe, and clean urban transport system for district residents while contributing to 
sustainable economic growth, effective environmental improvement, and improved quality of 
urban life.  
 
13. The validation recognizes that the project was consistent with the PRC’s Eleventh Five-
Year Plan (FYP) 2006–2010, 7  which prioritized balanced regional development, resource 
optimization, and environmental protection through improved infrastructure management. The 
project was also aligned with the 12th FYP 2011–2015,8 which focused on extending the 
application of advanced equipment and technologies to optimize delivery of innovative transport 
services and promote passenger ticket integration. It was also aligned with the CPS 2011–2015, 
which under its pillar 2, focused on low carbon public transport systems.9  
 
14. The design and monitoring framework (DMF) was aligned with the focus on public 
transportation, which included BRT, application of information technology, strengthening of NMT 
use and integration in the public transport system, traffic demand management, and capacity 
development of public transport officials and staff. The project was aimed at building the 
capacity of the LMG to enhance energy efficiency and maintain a small carbon footprint. The 
BRT system was to reduce fuel consumption and emissions while meeting the demand for 
public transport. The PCR identified the integration of NMT facilities with the BRT system and 

                                                
6  ADB (East Asia Department). 2015. Loan 2601: Lanzhou Sustainable Urban Transport Project Loan Review 

Mission Report. 9–10 December (internal). 
7   Government of the People’s Republic of China. 2005. The Eleventh Five-Year Plan for National Economic and 

Social Development of the People’s Republic of China. Beijing.  
8  Peoples Republic of China. Major Achievements During 12th Five-Year Plan (2011–2015).  
    http://english.www.gov.cn/12thFiveYearPlan/  
9  ADB. 2012. Country Partnership Strategy People’s Republic of China 2011–2015. Manila 



5 
 

the Clean Development Mechanism (CDM),10 making the project aligned with global initiatives 
and potentially eligible for carbon credits. The project also had innovative features such as 
advanced on-board equipment and traffic control systems for efficient bus and traffic operations. 
ADB support was sought in preparing the complex application, which required more data and 
documentation.11  
 
15. The validation notes a few scope changes on some road subprojects that were 
cancelled, since the PMO negotiated but could not agree with affected households on 
compensation and resettlement. Also, there were technical issues that could not be 
resolved.12,13 The project was aligned with the central and city governments’ transport and 
environmental priorities and ADB’s CPS for the PRC. The DMF for the project was also 
adequately structured. Based on the above discussions, the validation assesses the project 
relevant.  
 
B. Effectiveness in Achieving Project Outcomes and Outputs 
 
16. The PCR rated the project effective, in view of the successful implementation of the BRT 
system and construction of urban roads. The outcome covered the provision of an efficient, 
safe, and clean urban transport system with six indicators, of which three were fully achieved 
while three were partly achieved. The PCR noted that the project generated 9,176 tons of 
certified emission reduction (CER) for April–October 2014, higher than the annual target of 
5,000 CER after 2014. However, the CDM’s monitoring report noted that the corresponding 
CER occurred during the monitoring period from January 2013 to October 2014, over nearly a 
two-year period which implied that the target was partly achieved.14 Also, the PCR noted that 
the average bus speed along the BRT corridor improved to the targeted 25 km/h in 2015 from 
18 km/h in 2010. However, the average bus speed during peak hours was noted in the PCR to 
be at 21 km/h in 2019, indicating that the target was not fully achieved. The share of public 
transport in Lanzhou increased by 40.34% from 2010–2018, higher than the 15% target by 
2020. However, this was reporting the relative percentage increase, but the absolute 
percentage increase of 9.3% was below the 15% target, which implied that the target was partly 
achieved. The average travel time decreased to 24 minutes in 2015 from 50 minutes in 2010, 
shorter than the 25-minute target, showing that the target was fully achieved. The vehicle fatality 

                                                
10 United Nations Framework Convention on Climate Change. Clean Development Mechanism. 

https://cdm.unfccc.int/. 
11 As of 2009, only one BRT system had been registered globally for the CDM. ADB’s Carbon Market Initiative was to 

provide integrated technical support to the LMG for the CDM application. (footnote 1). 
12 The subproject roads were cancelled due to disagreements with PMO and affected households: 

• Road 511: due to disagreement on the compensation rates. Road 530: as relocation of the underground oil 
pipelines could not be undertaken.   

• Road 578: due to the change in the width of the road from 20 m to 36 m with delays in the design.  
• Road 580: Southern section due to delay in land acquisition and resettlement issues which necessitated the 

rerouting of the remaining 3 km of the BRT alignment. The alternative alignment was built before the ADB 
project and two BRT stations were to be constructed in the road median, which did not require any land 
acquisition (footnote 6). 

13 The loan proceeds for the cancelled works were initially proposed for the civil works, environmental monitoring 
equipment, consulting services and capacity building components. However, ADB approved the reallocation of the 
loan proceeds to 100% of the advanced traffic control system (ATCS) cost. 

14 UNFCCC. Project 6796: Lanzhou Bus Rapid Transit Project Monitoring Report.  
https://cdm.unfccc.int/filestorage/N/6/O/N6O8TM7J9EVPAU5KL2HC0R1QXDFW3S/MR.pdf?t=VE98cXU2NjZufDC
6yJj3Pbefck2Lh2dKLBVP  
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rate per 10,000 vehicles in Lanzhou decreased from 6.53 in 2010 by 78% above the 15% target, 
indicating that the target was fully achieved. The NMT fatalities in Lanzhou decreased by 91% 
from 211 fatalities in 2007 to 19 fatalities in 2019, higher than the 20%, implying a fully achieved 
target. 
 
17. The validation notes that there were four outputs and associated indicators, which were 
either partly achieved or achieved with delay. The first output was related to BRT and NMT 
network development and construction with four indicators. The project did not fully achieve 
three with no completion year specified, and a fourth was achieved with delay. First, 11.5 km of 
BRT lanes and 17.6 km of new roads were constructed due to a realignment that was approved 
by ADB in 2017. These figures were shorter compared to the target of 13.0 km of BRT lanes 
and 21.4 km of new roads. Also, 11.51 km of existing roads was reconstructed short of the 
target 12.4 km since some of the roadway segments were cancelled due to resettlement issues. 
Second, 27.5 km of NMT lanes were constructed, partially achieving the target of 33.8 km. 
Third, 19 intelligent BRT bus stops were built, with the target of 22 bus stops partly achieved 
due to realignment. Fourth, the development and implementation of a BRT operation and 
management plan was achieved by the end of 2012 later than the targeted 2011. 
 
18. The second output was the implementation of the advanced traffic management system 
with three indicators achieved but with no specified target year or extended beyond the targeted 
date. First, traffic control system with advance technology was installed and operational for 19 
stations by 2019. 15  This was achieved without a target year. Second, the LMG traffic 
management system for signal control and parking management gradually improved throughout 
the implementation stage during 2010–2019. Since the target year was 2013, this output was 
considered achieved with delay. Third, the synchronization of urban transport strategy, policy, 
and planning with the Lanzhou master plan, including the development of the traffic demand 
management strategy and policy reforms by 2011 was achieved. The targets for another 
component related to the development of NMT strategy in Lanzhou by 2012 were achieved with 
delay throughout the implementation. 
 
19.  The third output was related to the installation of an environmental monitoring system, 
with one indicator achieved with delay. The 553 city-wide environmental monitoring sensors for 
air quality data were installed and a monitoring center was built under the central government’s 
environmental monitoring initiatives from 2014–2017. The target was 13 sensors installed by 
2014. The fourth output was strengthened institutional management capacity, for which 217 
staff trainings were conducted with more than 2,000 staff (of which 30% female) trained and 
capacities for BRT operation and management improved throughout the implementation stage 
during 2010–2019. The number of trained staff exceeded the target 300 staff trained. Although 
the target was achieved, it was unclear whether it was achieved by 2012, which was set as the 
target year. Three sub-indicators achieved related to the fourth output were on-time bus 
operations (arrivals and departures) at stations with a delay of less than 5 minutes; accident rate 
80% lower than conventional bus operation; and queuing time at ticket windows less than 2 
minutes. 
 
20. The project’s output on the provision of public transport services, low emission vehicles 
and enhanced road network reduced air and greenhouse gas emissions. There was limited 

                                                
15 Traffic control system such as monitoring systems for traffic rules and variable message signing has been 

procured, installed and applied for phase 1 (with 15 stops and commissioned at end 2012) and phase 2 (with 4 
stops and completed in June 2019). 
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reporting on the occupational health and safety aspects and the lost time accident rates, making 
it difficult to fully assess the project’s occupational health and safety performance. The EMP 
included environmental concerns, objectives, mitigation measures, monitoring, public 
consultation, implementation, budget, location, responsibilities and institutional requirements.  
It addressed ecology, habitat and soil conservation with adequate measures in the August 2019 
environmental monitoring report (EMR), confirming compliance with EMP measures during the 
construction stage. Pollution prevention and abatement met ADB’s requirements. Waste 
management and mitigation measures for effluent discharges and air emissions in the Summary 
Environmental Impact Assessment Report and the EMP during the design, construction and 
operation phases were adequate. Also, the EMRs reported on material compliance with the 
EMP requirements. 
 
21. A total of 1,368 households and 5,551 persons were estimated to be affected. The scope 
was adjusted due to resettlement issues and implementation delay in December 2015. Of the 
1,360 affected households who signed the agreements, 77 households affected by non-
residential house demolition and 89 households affected by residential house demolition chose 
cash compensation. The rest affected by residential demolition opted for property exchange for 
resettlement apartments. The entitlement matrix was adequate and served as the basis for 
compensation. The resettlement plan was implemented, and stakeholder consultation and 
participation and information disclosure were in compliance with ADB requirements. The 
grievance redress mechanism, as described in the resettlement plan (2009), was adequate and 
met ADB requirements. Special provisions for the two ethnic minority households of the 2,034 
affected households were not required since they were not considered vulnerable.  

 
22. Most output and indicators met their DMF targets with delay, especially those related to 
BRT and NMT network development and construction due to site acquisition, utility relocation or 
resettlement issues. The target outcome indicators were met either fully or partially, as given in 
the DMF. Considering the above discussions, this validation assesses the project effective.  
 
C. Efficiency of Resource Use 
 
23. The PCR rated the project efficient since the recomputed economic internal rate of 
return (EIRR) was 16.48%, which was higher than the 12% hurdle rate although lower than the 
appraisal EIRR of 17.02%. In 2019, the PCR conducted traffic counts and used traffic accident 
statistics and bus operation surveys. Costs considered in the reevaluation included capital costs 
for BRT works, land acquisition and resettlement (LAR), project implementation, environmental 
control and monitoring, detailed engineering design, and implementation supervision. Annual 
road maintenance, environmental monitoring, and the opportunity cost of land were also 
included. The benefits identified were vehicle operating cost for normal and generated traffic, 
passenger travel time savings, avoided accident costs, and carbon dioxide (CO2) savings due to 
reduced pollution.  
 
24. This validation notes that the PCR’s recomputation of the EIRR and net present value 
was limited as it did not consider the full benefits for specific subprojects completed and 
operational ahead of other subprojects. For example, vehicle operating cost, accident cost, and 
CO2 savings should have been already generated by 2013 for the completed roads and 
operational sections of the BRT line, with 65.4% already operational by January 2013.16 

                                                
16 ADB (East Asia Department). 2012. Loan 2601: Lanzhou Sustainable Urban Transport Project Loan Review 

Mission. Back-to-office report. 27-29 November (internal). 
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25. The PCR noted that the project was effectively implemented with all contracts completed 
within schedule, without major cost overruns, and with sufficient and timely counterpart funds. 
This validation observes that the project was delayed by four years due to issues on 
resettlement, land acquisition, and relocation of underground utilities, which resulted in the 
cancellation of some road sections or the realignment of the BRT line. There was a period when 
problems on the availability of counterpart funding were experienced. While the project cost at 
completion was less than estimated, some component costs exceeded their estimated values 
such as that for civil works at $165.55 million, which exceeded the $151.66 million estimate 
mainly due to the $5.9 million increase in equipment cost. With central government financing the 
environmental monitoring system and the savings in other subprojects, ADB loan proceeds 
were reallocated. Based on the above discussions, this validation assesses the project efficient.    
 
D. Preliminary Assessment of Sustainability 
 
26. The PCR rated the project likely sustainable and noted that outputs have been operated 
well by the LMG and the ADG. Financial reevaluation was undertaken to determine financial 
sustainability including the assessment of the capacity of ADG and LMG to service the loan. 
The reevaluation indicated that the project remains financially sustainable as ADG had the 
financial resources for debt servicing and repaying the ADB loan, while the LMG had the fiscal 
stability to provide the required subsidy for the operation and maintenance (O&M) of outputs. 
The financial reevaluation indicated that the institutions involved in O&M and the funding of 
outputs had the technical capacity to effectively and efficiently operate and maintain all outputs 
throughout the assets’ life. Through the institutional capacity building component, the LMG, the 
ADG, the PMO, and the 3rd Bus Company received trainings to operate and maintain the 
outputs. From the beneficiary consultations conducted at PCR, satisfaction among the resettled 
community and the BRT ridership was high.  
 
27. The bus fare is regulated at CNY 1, possibly resulting in insufficient revenues for the 
operation and maintenance requirements of the BRT and other outputs. Subsidies would be 
required to cover the financing gaps from the annual budget. The validation notes that the O&M 
of outputs depended on the financial status of the ADG, which showed insufficient revenues 
without transfers, as against its general expenditures alone and was not a dependable funding 
resource for the outputs’ O&M requirements (footnote 2; PCR, Appendix tables A.13.1 and  
A.13.2). As O&M and equipment replacement/upgrades increase, ADG needs to explore 
alternative revenue sources such as a fare increase or user fees for other services such as 
parking to cover O&M requirements. Without adequate budgetary support and with the effect of 
the COVID-19 pandemic, the sustainability of outputs is not assured. Also, Line 1 of the 
Lanzhou Metro rail transit, which started operation in June 2019, may affect the operations in 
the BRT corridor, which was not analyzed in the PCR. Therefore, this validation assesses the 
project less than likely sustainable.   
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
28. The PCR rated the project’s development impact satisfactory, based on the project’s 
significant contributions to improve living conditions, environmental quality, and sustainable 
economic growth in Lanzhou. The enhanced connectivity improved access to markets, 
employment opportunities, schools, hospitals, and social services, with the BRT incentivizing 
greater local development as new mixed-use buildings were built along its route.  
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29. Three impact indicators were identified in the DMF. The first was the decrease in fuel 
consumption by transport per unit of gross domestic product (GDP) by 20% from 2010 to 2020, 
which was achieved. By 2017, the transport and postal services sector’s energy consumption 
was 6.13 million tsce17/2,849,700 million CNY GDP decreased by 27% as against the 2010 
consumption level of 4.6619 million tsce/1,573,100 million CNY GDP. This was higher than the 
target, although the data was for the Gansu province and not specific to Anning due to limited 
data availability. The second was the reduction in CO2 emissions per pass-km in Anning by 20% 
from 2010 to 2020, which was achieved with a decrease of 59% from 2010 (6.16 tCO2e/pass-
km) to 2019 (2.51 tCO2e/pass-km). Third was the reduction in emissions of major pollutants per 
vehicle-km in Anning by 20% from 2010 to 2020, which was partially achieved. The sulfur oxide 
decreased by 68% and NOx increased by 4% from 2010 to 2019 for Lanzhou, not specifically 
Anning.  
 
30. The PCR noted that BRT increased travel speed, which yielded project impacts of 
improved air quality and urban traffic efficiency, as transport usage changed from private vehicle 
to BRT. Based on the achievement of the impact compared to the target, this validation 
assesses the project’s development impact satisfactory. 
 
B. Performance of the Borrower and Executing Agency 
 
31. The PCR rated the performance of the borrower and executing agency satisfactory, 
given that the project management during project preparation and implementation was effective, 
with the LMG and ADG compliant with ADB policies and procedures. While delays occurred due 
to LAR issues, implementation was consistent with arrangements planned at appraisal. 
Domestic funding and payments to contractors were on time, although counterpart financing 
became problematic when the implementing agency changed from the LMG to the ADG in 
2014. During implementation, required reports were rarely submitted on time, with report quality 
sometimes below standard. Although the LMG and the ADG were technically capable, they 
were weak on social safeguards implementation and monitoring. During implementation, ADB 
constantly reminded the executing agency of the implementing agency’s noncompliance with 
two covenants concerning the submission of the (i) annual implementation plans (PA schedule, 
para. 15) from 2011 to 2014, and (ii) documents for SDMAP implementation by the PMO. The 
SDMAP implementation documentation for 2016 was submitted. However, the previous years’ 
documents remained pending.18  It was unclear whether these documents were eventually 
submitted.  
 
32. This validation notes that the executing agency was complacent, as it took a long while 
before some issues were resolved. It was too dependent on the consultants such that the 
annual implementation plans from 2011 to 2014 and the SDMAP were not submitted, despite 
the frequent reminders from ADB missions. When negotiations on land acquisition and 
resettlement became difficult, the implementing agency was unable to persuade the affected 
households to accept the government’s offer of compensation. This resulted in a four-year delay 
                                                
17 Chinese conversion factors for coal and other fuels are low-heat values. Chinese average raw coal contains 20.93 

GJ/metric ton (low heat), or 22.51 GJ/t (high heat), assuming that low-heat values for coal are 93% of high-heat 
values. China typically converts all its energy statistics into “metric tons of standard coal equivalent” (tsce), a unit 
that bears little relation to the heating value of coals actually in use in China. One tsce equal 29.31 GJ (low heat) 
equivalent to 31.52 GJ/tsce (high heat). https://www.nap.edu/read/9736/chapter/8 

18 ADB (East Asia Department). 2016. Loan 2601: Lanzhou Sustainable Urban Transport Project Loan Review 
Mission. Back–to-office report. 12–13 October (internal). 
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in project completion; the cancellation of some road subprojects; and the realignment of the 
BRT route. However, this validation finds that these deficiencies did not affect the executing 
agency’s success in completing a substantial portion of the project on time. Based on the above 
findings and considering that a significant portion of the project had already been completed and 
operational by 2013, this validation assesses the borrower’s and executing agency’s 
performance satisfactory. 
 
C. Performance of the Asian Development Bank and Cofinanciers 
 
33. The PCR rated the performance of ADB satisfactory. The project administration was 
carried out from ADB headquarters, and review missions were fielded annually. ADB maintained 
frequent communication with the LMG and the ADG and assisted in resolving implementation 
issues. It guided the environment and resettlement monitoring and reporting, as well as helped 
resolve procurement and disbursement issues throughout implementation. ADB reviewed and 
approved bidding documents, bid evaluation reports, loan reallocation requests, and extensions 
of project completion date and loan closing date. These contributed to the successful 
completion of the project. The LMG expressed satisfaction with ADB’s performance.19 This 
validation notes that ADB constantly reminded the executing and implementing agency to 
comply with loan agreement requirements. It had thirteen missions for fact-finding, appraisal, 
inception, loan review, midterm review, and completion.  
 
34. The safeguards categories were correctly classified and pertinent requirements were 
added to the loan and project agreements, which were complied with.  ADB’s July 2009 review 
mission discussed the application of the CDM mechanism, social development and action plan, 
resettlement, road safety, and the EMP with representatives of the LMG, Gansu and other 
stakeholders on greenhouse gas reduction.   
 
35. Public consultation meetings held at project sites were adequate and covered project 
information disclosure, discussions, and public hearing. During the December 2015 review 
mission, issues on land acquisition and resettlement and actions required were discussed with 
the PMO and the local government officials. The mission emphasized that non-submission of 
the annual implementation plans could lead to non-compliance to project covenants. The 
October 2019 project completion review mission briefly addressed the environmental and 
resettlement impacts. Based on the reporting on environmental and resettlement aspects and 
mission reports, the project was adequately monitored. Considering the positive commendation 
of LMG and ADG and effective coordination and supervision of the project as discussed above, 
this validation assesses ADB performance satisfactory. 
 
D. Others 
 
36. On procurement, the ADB loan review missions on recommended to PMO the need to 
rebid Package CO1–BRT Station and Onboard Equipment and related services, as it observed 
that the bid evaluation criteria were incorrect. Nonetheless, the PMO insisted on the contract 
award and submitted the bid evaluation review. While the contract was subsequently awarded, 
the resolution of the issue was not clear as there was no reference of the matter in subsequent 
review missions.  

                                                
19 Lanzhou Municipal Government. Lanzhou Urban Traffic Project– Project Management Office. 2019. The People’s 

Republic of China ADB Financing- Lanzhou Sustainable Urban Transport Project (Loan 2601: Draft Borrower’s 
Project Completion Report. Lanzhou 
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37. A draft government PCR did not provide a complete assessment of the project. It noted 
that the project was relevant and in line with the priorities of ADB and the LMG. The project was 
also noted to have helped in the improvement of urban traffic efficiency, inclusive growth and 
environmental sustainability. It indicated that the project was effective in achieving the goal of 
promoting more efficient transport and environmental sustainability by promoting urban traffic 
efficiency and sustainable development. The EIRR recomputation was not done as part of the 
government PCR and it noted that outputs were built according to standards and specifications 
with sufficient quality to ensure that these outputs reach their design life. It considered the 
project successfully implemented and rated the performance of ADB, the borrower, and the 
executing agency satisfactory. 
 

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

 
38. The PCR rated the project successful. It was relevant, effective, efficient, and likely 
sustainable. This validation assesses the project relevant, as it was aligned with the PRC’s and 
ADB’s priorities, and its design was appropriate. The project is assessed effective, since the 
outcome and output targets were mostly achieved. It is assessed efficient since the recomputed 
EIRR exceeded the 12% social discount rate. The project is assessed less than likely 
sustainable, since the O&M is dependent on subsidies with limited revenues and the need to 
develop other revenue sources. The validation assesses the project successful. 
 

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 
Less than 

likely 
sustainable 

The O&M depended on subsidy from 
the LMG and ADG, but ADG revenues 
are to be limited with the need to 
develop other revenue sources.  

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. 
Source: ADB (IED). 
 
B. Lessons 

 
39. This was the first ADB-financed urban mass transit project in the PRC. The PCR 
identified three project-level lessons. First, with the transfer of implementing agency from the 
LMG to the ADG, the monitoring and evaluation of CERs was hampered. It could have been a 
smooth transfer of responsibility to ensure proper coordination between the Lanzhou Bus 
Company and the ADG. The benefits outlined in the CER purchase agreement was unclear to 
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ADG, which resulted in the monitoring and evaluation of CERs being discontinued. The CER 
purchase agreement with payments to the Lanzhou Bus Company for the CERs confirmed from 
2013 could only take place in 2019 and early 2020. A second lesson is that better coordination 
between subprojects should be ensured to maximize synergy. For example, the Liujiabao Urban 
Complex and the associated underground business street could have been pursued earlier, so 
that the income generated could have been used as additional construction funding for other 
subprojects. Third, the NMT benefits have been significant and contributed to a greener, more 
livable city and an efficient urban transport system. Related to this, data collection for pedestrian 
and bicycle crashes and fatalities should be strengthened. 
  
40. The validation adds two additional project level lessons. First, the retention of 
implementing agency and staff until project completion enables timely and smooth 
implementation of project through continuous staff expertise support and institutional 
knowledge. If a change of implementing agency is necessary, transition needs to be during a 
non-critical project implementation period. In this project, the change in implementing agency 
happened during the critical period when land acquisition, resettlement negotiations, and 
relocations of underground oil pipeline. The ongoing subprojects were in Anning and allowed 
closer supervision, but since they were within the LMG, the change suffered from the loss of 
staff expertise and institutional knowledge resulting in the delay in CER benefits, which were 
only received in 2019 and 2020. Any implementation change needs to be supported by 
competent agencies with adequate capacity in project management and with support of the 
resident mission.  
 
41. Second, appropriate formulation of DMF facilitates accurate measurement of project 
performance and achievements. A clear alignment of data and logical framework on 
performance targets and indicators conforming to each subproject provides a correct 
measurement on project’s intended results and overall impact. All impact indicators were 
focused on Anning, but available data were for either Gansu province or Lanzhou, making it 
difficult to measure these indicators as required.  
 
C. Recommendations for Follow-Up 
 
42. The PCR recommendations were for future projects and not specifically for follow-up. 
There were three recommendations: (i) Geological and underground pipeline exploration should 
be carried out to avoid issues encountered during implementation; (ii) The data collection 
system should be periodically reviewed for completeness; and (iii) Projects should be designed 
to minimize LAR impacts, identify non-residential entities, and ensure that the executing and 
implementing agencies have the capacity to acquire appropriate approvals at different levels of 
government.  
 
43. The validation also offers three recommendations: (i) periodically monitor the O&M of 
outputs to ensure these are maintained in good operating condition; (ii) coordinate with the LMG 
and the ADG on possible future policies to improve the revenue streams for urban mass transit 
for its continued and safe operations; and (iii) periodically follow up with the LMG and the ADG 
on the collection of data for the project performance monitoring system (PPMS) to facilitate 
evaluation of the project in the future 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 
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44. The validation notes that the PCR and ADB review mission reports were silent on the 
PPMS and the associated monitoring and collection of data, except for the inception mission 
report.20 No mention was made of baseline, progress, and completion data collection, although 
the PMO agreed on the set of monitoring indicators for impact, outcome and output indicators, 
plus their measurement at project inception, midterm, completion. This was to enable 
comparison with the baseline annually for three years after completion.  

 
B. Comments on Project Completion Report Quality 
 
45. The PCR was informative and had the requisite data. However, on relevance, the PCR 
discussed specific components of the project, which repeated the project outputs section. On 
effectiveness, project outputs were not adequately discussed in the appropriate section. On 
sustainability, the PCR noted that O&M was dependent on subsidies from the LMG and the 
ADG, which was not a dependable fund source, as outputs would have to compete with the 
limited funding available. The PCR could have discussed the COVID-19 implication on the 
project sustainability, since it directly affects public transit capacity, safety associated with the 
ridership, and how the related agencies will be implementing the specific safety and 
management measures under COVID-19 situation. These deficiencies were outweighed by the 
value of the PCR in providing a complete narrative and neutral evaluation of the project. Most of 
the data and information were present and the report could have been shortened significantly by 
avoiding repetitions. On the whole, the PCR quality is assessed satisfactory. 

 
C. Data Sources for Validation 

 
46. The following data sources and project documents were used: report and 
recommendation of the President and appendices, ADB PCR, draft government PCR, BTORs 
for the various ADB missions, ADB’s country partnership strategy for the PRC 2016-2020, 
PRC’s 11th and 12th FYP and the CDM. 

 
D. Recommendation for Independent Evaluation Department Follow-Up 

 
47. The PCR indicated that the preparation of the project performance evaluation report 
could be done in three years. The validation recommends the checking of the PPMS’ status 
(i.e., if it is operational). The project performance evaluation report preparation schedule will 
have to be determined when the situation normalizes after the COVID-19 pandemic. 
 
 

                                                
20 ADB (East Asia Department). 2010. Loan 2601: Lanzhou Sustainable Urban Transport Project Loan Inception 

Mission. Back-to-office report. 30 August–3 September (internal). 
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