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SUMMARY OF PROJECT PERFORMANCE 
 
A. Background 
 
1. The project. On 9 October 2013, the Asian Development Bank (ADB) approved the Water 
Supply and Sanitation Sector Project (current project) with a total estimated cost of $46.55 million. 
The funding came from an ADB loan of $35.00 million, a private sector grant from Phu Bia Mining 
Limited (PBM) of $6.00 million, contributions of the Government of the Lao People’s Democratic 
Republic (Lao PDR) of $5.39 million, and contributions of the communities and beneficiaries of 
$0.17 million. The loan and grant agreements were signed on 11 October 2013. However, on 9 
December 2016, PBM withdrew its project participation, reducing the available funds for the project 
by $6 million. The executing agency is the Ministry of Public Works and Transport (MPWT), 
working through the project coordination unit (PCU) under the Department of Water Supply. The 
implementing agencies are the six provincial departments of MPWT, working through provincial 
project implementation units (PIUs).  
 
2. The impact of the current project is expanded access to quality and reliable piped water 
supply and sanitation services for Lao PDR urban population. It will contribute to the government’s 
urban sector targets (90% coverage of urban population for piped water supply and 100% 
coverage for sanitation by 2030) through its outputs by improving sector coordination and policy 
implementation introducing water services corporatization; improving nonrevenue water (NRW) 
management and expanding water supply in provincial towns, and developing new water supply 
systems in small towns; enhancing community action in urban water supply and sanitation; and 
strengthening the capacity for project implementation and operation and maintenance (O&M). The 
current project will expand water and sanitation services to small district towns, provincial capital 
towns, and their peri-urban areas in accordance with the government’s Urban Water Supply and 
Sanitation Strategy, 2013–2030, and Water Supply Investment Plan, 2012–2020. It adopted a 
sector approach, following a prioritized list of subproject towns based on the said investment plan. 
It is expected to improve access to water supply for about 155,000 people and sanitation for 
160,000 people in these urban areas.  
 
B. Performance of the Project 
 
3. Delivery of expected outputs. Under output 1, the main achievements were that (i) the 
Infrastructure Working Group held sector coordinating meetings to deal with various issues; 
(ii) during the fourth quarter (Q4) of 2015 and Q1 2016, the national institutional structure of the 
sector was reorganized, whereby the Department of Housing and Urban Planning, the original 
executing arm of MPWT, was replaced by the Department of Water Supply; (iii) orientation 
workshops for all subprojects were arranged to present and discuss the current project’s scope, 
implementation arrangements, safeguard policies, and gender issues; (iv) corporate plans, 
including institutional development activities and tariffs aiming at full O&M cost recovery for all 
participating provincial nam papas (PNPs), or water utilities, were approved for Louang-Namtha 
and Bokeo PNPs (batch 1 subprojects); and (v) corporate plans for Xaignabouli and Bolikhamxai 
PNPs (batch 2 subprojects) and (Attapu and Xekong PNPs (batch 3 subprojects) were also 
prepared, but official approvals by competent authorities are still pending. The current project 
has achieved most of the output 1 targets and is on track. 
 
4. In terms of providing water supply and sanitation services under outputs 2, 3 and 4, the 
achievements were that (i) ADB approved feasibility studies, safeguard documents, detailed 
engineering designs (DEDs), and bidding documents for seven subprojects (batches 1 and 2); 
(ii) feasibility studies for four subprojects (batch 3) were submitted to ADB for approval; (iii) all 
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three civil works contracts in batch 1, including construction of public latrines, were 
awarded—two of these were completed in Q2 2018; (iv) batch 2 subprojects were awarded in Q2 
2018; and Xaignabouli contract was awarded on 18 July 2018. Although construction of water 
supply and sanitation facilities is behind schedule—mainly due to project implementation 
assistance (PIA) consultants recruitment delays and rebidding of one of the batch 1 
subprojects—contract awards and disbursements made significant progress during Q2 2018.  
 
5. Under output 5, the current project involved PIU members in public village meetings, 
identification of village environmental improvement (VEI) activities, protection of the environment, 
and assessment of land acquisition losses during field surveys, including the inventory of losses 
and detailed measurement surveys. This on-the-job training increased the capacity of the PIU 
members in all subprojects. The local authorities, including members of the district resettlement 
committees, were also sensitized to the current project’s safeguard guidelines in orientation 
workshops, district meetings, and public village meetings.  
 
6. Satisfactory implementation progress. As of 23 July 2018, cumulative contract awards 
amounted to $23.46 million (67% of total ADB loan), and cumulative disbursements totaled $7.06 
million (20%). Implementation of the current project started after mobilization of the PIA 
consultant on 16 July 2015, or 21 months after signing the loan agreement, which affected the 
overall progress of the current project. The overall implementation progress, compared with the 
elapsed project period of 50% from the loan approval date, is estimated at 36% against the 
reduced scope at the end of January 2018.1  The performance of the executing agency, 
implementing agencies, and consultants was consistently satisfactory. Delays in achieving the 
targets for contract awards and disbursements were caused by the rebidding of the New Namtha 
subproject because none of the bidders met all qualification criteria. In addition, the cancellation 
of the grant from PBM required changes in the financing arrangements before the full 
disbursement of the amounts for civil works could be made. Nonetheless, contract awards and 
disbursements increased considerably in 2018, considering that the contract for the New Namtha 
subproject amounting to $2.50 million was awarded on 31 January 2018 and three other 
subprojects totalling $7.30 million were awarded in Q2 2018. Another subproject (Xaignabouli) 
for $5.63 million was awarded on 18 July 2018. 
 
7. Satisfactory compliance with safeguard policy requirements. Compliance with 
safeguard requirements for the current project was satisfactory, and risks, both actual and 
potential, were managed. Safeguards reports (e.g., initial environmental examination, 
environmental management plan, and land acquisition and compensation plan) were prepared 
for all subprojects in compliance with ADB’s and the government’s policies and regulations. No 
adverse impacts were reported nor grievances made. 
 
8. Environment. The current project is classified category B for environment. The initial 
environmental examination reports prepared for all subprojects confirmed that the classification 
is justified by the scope and location of the proposed subprojects.  

 
9. Land acquisition and resettlement. The current project is classified category B for 
involuntary resettlement. Civil works to be implemented under the current project involve only 
physical changes within existing corridors and require minor acquisition of private and communal 
lands. The detailed measurement surveys and social surveys of affected households carried out 

                                                
1  Because of the reduced financing, the project preparation was to be done for all 11 batch 1–3 subprojects, but the 

construction of facilities would be carried out only for seven batch 1–2 subprojects. 
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by the PIA consultant confirmed that although some households are affected either temporarily 
(e.g., loss of crops) or permanently (e.g., loss of private land, structures, or trees), no households 
will be seriously affected by the implementation of the current project. In each subproject, about 
3–40 households will experience temporary disruption to their activities as restaurant operators 
or vendors of food or beverages during the 1–3 days of civil works. Adverse impacts are remotely 
expected but will nonetheless occur if mitigation measures, such as temporary access to 
compounds and structures or immediate backfilling, could not be provided. 

 
10. Indigenous peoples. The project is classified category B for indigenous peoples, since 
the three sample subprojects are in urban areas, where ethnic groups are likely to be well 
integrated into society and so indigenous peoples’ plans are not required.  
 
11. Gender. The current project is categorized as effective gender mainstreaming, and much 
of the capacity building focused on strengthening women’s role at all levels. Women actively 
participated in meetings and are involved in the selection and prioritization of VEI activities as 
members of village development committees (VDCs). The target of having at least 30% female 
staff was exceeded in the PCU (55%), PIUs (32%), and VDCs (41%). However, in some cases, 
women’s representation is lower than 30%. In total, 7,390 individuals participated in community 
consultation meetings or workshops for the development of project activities, of whom 3,341 
were female (or 45%). VEI activities, construction of water supply systems, and provision of 
sanitation facilities to poor households will deliver direct benefits to women through better health 
and hygiene. Promoting women's participation in VDCs also contributed to women's 
empowerment by strengthening their decision-making abilities in the communities. Only three 
civil works contracts were awarded. Since only two subprojects are nearing completion, the 
improvements to personal and family health are not yet fully realized. Nonetheless, it is 
anticipated that the economic productivity of women will increase once the new water supply 
systems are in place. Furthermore, access to water and sanitation facilities with separate units 
for boys and girls at the schools did improve privacy and reduced the risk of girls being sexually 
harassed or assaulted. 
 
12. Successful management of risks. The current project successfully managed the risks 
identified during the processing and throughout implementation, with no issues. As such, its 
successful implementation is not threatened by major risks. None is expected to affect the 
proposed additional financing. The current project’s main risks are summarized in Table 1. 
 

Table 1: Summary of Main Risks and Necessary Actions 

Risk Necessary Actions 

Output 1 
Delays affect regular 
tariff adjustments. 

Water tariffs are set in accordance with the provisions of the Water Supply 
Law (2009), usually approved every 2–3 years and with the aim of ensuring 
that revenues cover most, if not all, costs to avoid any financial burden on 
the government. 

Nonpayment of water 
bills augments PNPs’ 
arrears and imperils 
their financial 
sustainability. 

This risk did not materialize because arrears in all PNPs are less than 90 
days thanks to the following actions: 
- Province-wide tariffs enabled consolidation and sharing of costs and 

revenues across all PNP operations so that every customer in the 
province pays at the same rate within his/her respective tariff category. 

- Lifeline tariff block for domestic customers ensures that the poor can 
secure water supply at an affordable price. In addition, customer relations 
units were set up to communicate better with the communities served. 

Output 2 
NRW reduction 
measures are 

It is too early to assess this risk given the change in the implementation 
strategy. NRW management activities will no longer be front-loaded in the 
subproject implementation period. Instead, they will be established upon 
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Risk Necessary Actions 

unsustainable. 
 

subproject completion, when all aging water meters and pipelines will have 
been replaced and upgraded. At that time, NRW procedures will be 
introduced, including leak detection, water meter testing, household surveys 
(illegal connections), and monitoring of district metering areas. 

Output 3 
Raw water is 
unavailable to water 
supply systems. 

This risk has not materialized because reliable raw-water sources were 
identified. 

Output 5 
Lack of management 
personnel in the PCU 
with procurement and 
financial management 
experience in 
accordance with ADB 
guidelines 

This risk did not cause any significant issue for project procurement and 
financial management. 

  ADB = Asian Development Bank, NRW = nonrevenue water, PCU = project coordination unit, PNP = provincial 
nam papa (provincial water utility). 

 
13. On-track rating. The current project is rated on track. It experienced startup delays, 
which were solved before they could jeopardize the project’s implementation. The current project 
was beset by slow progress in contract awards and disbursements; actions to expedite project 
preparation and procurement, identified as the bottleneck, have been successfully implemented. 
 
14. Other relevant information. Compliance with covenants under the current project are in 
various stages—complied with, partially complied with and not complied with. The MPWT has 
complied with 17 of the 20 covenants, including the use of proceeds of the loan, subproject 
screening and selection, O&M, and implementation of the subprojects in accordance with the 
current project’s safeguard policies and frameworks. Covenants on tariff increase and gender 
and development are partially complied with while the covenant on outstanding water bills 
remains not complied with because the actual institutional setup in the Lao PDR is more 
complicated than it was considered during project conceptualization. Hence, compliance has 
become impractical under present condition. The status of compliance with loan covenants is 
discussed in a supplementary document2. Main lessons learned are discussed in Table 2. 
 

Table 2: Main Lessons  

Area Main Lessons  

Gender 
development 

Although the gender initiatives have successfully increased the engagement of 
women in all aspects of the project, and most targets for the involvement of 
women have been met, cultural norms still prevail in that women tend to let the 
men make most of the decisions. Under the additional financing, more emphasis 
will be placed on strengthening the role of women as decision-makers. 

Safeguards Selection of the external land and resettlement monitor was delayed because of a 
lack of qualified applicants. As a result, due diligence on compensations for land 
acquisition for two batch 1 subprojects (Long and Pha-Oudom) was delayed. 
However, based on the documentation provided to the project implementation 
assistance consultant, all compensations were paid to affected households in line 
with the approved updated land acquisition and compensation plan. 

                                                
2  Loan Covenants Compliance Summary for the Current Project (accessible from the list of linked documents in 

Appendix 2 of the report and recommendation of the President). 
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Contract 
awards 

The contract award of New Namtha subproject was delayed by 1 year because 
none of the bidders met with the original qualification criteria as required by the 
Asian Development Bank. The criteria were revised. In the Lao PDR, only few 
contractors have experience with larger water supply construction projects. Since 
subprojects are not large enough to attract international contractors, a relaxed set 
of qualification criteria was adopted for local contractors. However, this approach 
requires competent and strict construction supervision.  

Change in 
project 
financing 

The withdrawal of the grant from Phu Bia Mining Limited required changing the 
financing arrangements, which caused cash-flow problems and minor delays for 
the contractor, which is implementing two civil works contracts simultaneously. 

 
C. Cost Overruns and Financing Gap 
 
15. The loan is denominated in special drawing rights (SDRs), and the total loan of 
SDR23.05 million was equivalent to $35.00 million at the time of project approval. In Q4 2016, 
ADB and PBM agreed to the withdrawal of the cofinancing support from the current project. This, 
together with the stabilization issue of the SDR–USD exchange rate resulted in a financing gap 
of about $8.00 million (exchange rate of February 2018)3. Based on the actual contract awards, 
the engineer’s cost estimates from the DEDs, and the unit costs of recently awarded contracts, 
the total overall financing gap against the original scope is estimated at $13.31 million, of which 
ADB’s portion is $12.72 million as shown in the Financing Gap by Financier Against Original 
Scope table (Supplementary Document No. 23).4 
 
16. The financing gap had three main impacts on the current project. First, the number of 
subprojects was reduced from 11 to 9. Second, feasibility studies and DEDs of batch 3 
subprojects were completed, but the construction of water supply facilities will not take place. 
Third, the number of beneficiaries in nine towns with access to reliable piped water supply was 
reduced from 155,000 to 110,000 urban residents, and with access to improved sanitation 
facilities from 160,000 to 105,000. 
 
D. Conclusion 
 
17. The current project is performing well. It is successful in delivering expected outputs and 
made considerable improvements in contract awards and disbursements. It also made 
significant progress in the preparation of additional subprojects (e.g., preparation of feasibility 
studies and DEDs), all of which are compliant with ADB’s policies. These achievements make 
the implementation progress satisfactory. Furthermore, the required eligibility criteria for 
additional financing are being met because the project is technically feasible, economically and 
financially viable, and environmentally and socially sound; consistent with the government’s 
development objectives; and consistent with the current country partnership strategy for the Lao 
PDR. The additional financing modality is suitable because of (i) its strong links with the original 
project, which is performing well in terms of design and implementation arrangements; (ii) a high 
degree of project readiness; (iii) compliance with safeguards requirements; and (iv) the 
opportunity to maintain the benefits of the original project, including innovative design features in 
climate change, contributing to the government’s efforts to achieve its urban sector targets by 
2030.   

                                                
3  The exchange rate is now at SDR1.00 = $1.44, which is substantially different from the level considered at project 

approval (SDR1.00 = $1.55). This translates into a loss of about $2.0 million. 
4  Financing Gap by Financier Against Original Scope (accessible from the list of supplementary documents in 

Appendix 2). 


