
Access to Clean Energy Investment Program (RRP PAK 49056) 

 

PROGRAM EXPENDITURE AND FINANCING ASSESSMENT  
 

A. Expenditure Framework  
 
1. Macroeconomic context. The budget preparation and approval process is articulated in 
the rules, regulations, manuals and circulars of the Ministry of Finance at the federal level and 
the finance departments at the provincial level. The federal budget is ultimately approved by the 
federal Cabinet and finally the Parliament (National Assembly). The provincial budget is 
approved by the respective cabinet and provincial assembly.  
 
2. Pakistan and its provinces have a well-structured budget process that involves several 
stages, including (i) preparation of the rolling medium-term budget strategy paper (BSP) that 
contains a macro fiscal framework; projected resource envelope (resources available for 
allocation to recurrent and development expenditures, as well as programs and functional 
classifications within these two categories); and key policy priorities; (ii) the budget preparation 
process, which begins 6 months before the new fiscal year starts; (iii) consultation with the 
provincial cabinet leading to its approval and submission, as well as adoption of the budget law 
by the provincial assembly in June (the last month of the financial year); and (iv) preparation of 
medium-term budgetary, development and expenditure frameworks, which provide strategic 
direction to the budget allocation process, establish priorities and expenditure envelopes, 
enable estimates of future expenditures on a functional basis, and project the impact of current 
expenditure decisions over a 3-year period.  

 
3. The budgetary allocations for various functions (including energy) for Khyber 
Pakhtunkhwa province (KPP) and Punjab province are in Table 1. In KPP, Pakhtunkhwa Energy 
Development Organization (PEDO) also gets funds from Hydel Development Fund (HDF) in 
addition to a budgetary allocation to finance medium and micro-hydropower development 
projects. 
 

Table 1: Government Budgets  
(PRs million) 

Function FY 2013 FY 2014 FY 2015 FY 2016 
Budget 
FY 2017 

 Punjab KPP Punjab KPP Punjab KPP Punjab KPP Punjab KPP 

Current 
Expenditure  

536,059 266,563 569,387 205,285 670,022 252,354 722,230 280,904 849,947 333,000 

Development 
Expenditure  

156,251 90,939 197,432 109,326 279,217 120,930 363,437 135,099 550,000 161,000 

HDF 
Allocation  

 2,135  6,572  7.986  2,125  18,095 

HDF = Hydel Development Fund, KPP = Khyber Pakhtunkhwa province, PRs = Pakistan rupees, FY = financial year. 
FY in Pakistan starts from 1 July to 30 June the following year. 
Source: Finance and Planning & Development departments of Punjab and KPP; Controller General of Accounts; and 
Pakhtunkhwa Energy Development Organization. 

 
4. Energy expenditure. The Punjab provincial government plans to provide 24,000 
schools and 3,000 primary health care facilities (PHFs) with access to electricity using solar 
power. It is implementing (i) off-grid solar power for 4,321 primary, elementary, and high school 
or higher secondary schools at an estimated cost of PRs1,431.0 million ($14 million) during 
2015–2017 using its own resources (which will be scaled up to 20,000 schools under the Asian 
Development Bank-funded results-based loan [RBL] program); and (ii) solar power for 80 PHFs 
at an estimated cost of PRs95.0 million ($0.91 million) through a United Kingdom Department 
for International Development grant, which is to be scaled up to 2,900 PHFs under the RBL 
program. The Punjab government also plans to establish an energy resource center at an 
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estimated cost of PRs1,500.0 million ($15 million), install solar plants at a university in 
Bahawalpur, and create an energy fund of PRs1.5–2.0 billion for energy infrastructure 
development. An initial allocation is in the annual development plan for FY2017.  

 
5. Similarly, the KPP provincial government’s plan is to ensure that 10,000 schools, 200 
PHFs and 3,000 remote villages have access to electricity using off-grid clean energy. The 
government is using its own resources to (i) construct 356 micro-hydropower plants (MHPs), 
with total capacity of 35.6 megawatts, at an estimated cost of PRs5,525.0 million; and (ii) 
electrification of 100 villages through using solar or alternative energy, at an estimated cost of 
PRs301.0 million. KPP plans to expand the program to 2,600 MHPs, and provision of solar 
photovoltaic equipment to 10,000 schools and 200 PHFs under the RBL program in the next 5 
years. The summary of expenditures is in Table 2. 

 
Table 2: Summary of Program Expenditure Framework 

($ million) 

Government Program Results-Based Lending Program 

Item 

Punjab KPP Total Share 

Item 

Punjab KPP Total Share 

($ million) (%) ($ million) (%) 

Hydro Power 2,798 8,143 10,941 41.6 MHP 
 

246.1 246.1 54.2 
Thermal 
Power 8,569 1,055 9,624 36.6 Solar 101.2 35.30 136.5 30.0 

Solar PVs 1,973 117 2,089 8.0 Others 6.0 2.2 8.2 1.8 

Wind/Biogas 1,793 0 1,793 6.8 IDC 6.0 18.0 24.0 5.3 

Others 1,135 699 1,834 7.0 Contingencies 10.8 28.7 39.5 8.7 

Total 16,267 10,013 26,280 100.0 Total 124.0 330.3 454.3 100.0 

IDC = interest during construction and commitment charges; KPP = Khyber Pakhtunkhwa province, MHP = micro-
hydropower plant, Others = recurrent cost and capacity building, PV = photovoltaic. 
Source: Asian Development Bank estimates, Energy Department of Punjab, and Khyber Pakhtunkhwa. 
 

6. The budgetary allocation in the Punjab annual development plan (and the HDF 
allocation in the case of PEDO) for the proposed programs are in line with broader government 
program. It also indicates that the government aims to complete the existing programs in 2018. 

 
Table 3: Budget Allocation in Punjab and Khyber Pakhtunkhwa Provinces  

(PRs million) 
Project 2015/16 2016/17 2017/18 2018/19 

Solar Solution for PHFs in Punjab  300.00 1200.00 100.00 
Solar Solution for off-grid & other schools in Punjab  153.44 1,259.67   
Energy Resource Center Punjab  250.00 350.00  
Energy Efficiency and Conservation Programs in Punjab 5.000 975.00 230.00  
Energy Development Fund  2,000.00   
Construction of 356 MHPs in KPP 1,000 3,917.00   
Electrification of 100 Villages through Solar PV Panels in KPP  290.67   
Access to Energy: Solarization of PHFs & Schools in KPP  200.00   
Construction of 10 Mini and Micro HPPs on canals in KPP 2.500 17.80   
Access to Energy: Construction of MHP on Rivers and Tributaries 5.000 500.00   
Total 1,165.94 9,710.14 1,780.00 100.00 

HPP = hydropower plant, KPP = Khyber Pakhtunkhwa province, PHF = Primary health facility, PV = photovoltaic. 
Source: Punjab Planning and Development Department, and Pakhtunkhwa Energy Development Organization. 
 
7. Recurrent expenditure for operation and maintenance. In Punjab, the solar system in 
schools and PHFs would be turned over to district education and health departments after 
testing and commissioning, and these departments would maintain them using their own 
resources. Major recurrent expenditures include replacement of batteries, security expenses, 
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and payments to service providers for data logging, which has been included in the approved 
Planning Commission-I for 3 years. However, the Punjab government will make sufficient 
resources available for operation and maintenance (O&M) beyond 3 years to ensure their 
sustainability. In KPP, communities are expected to be responsible for O&M of the MHPs, 
through consumer charges they levy, but the KPP provincial government will allocate sufficient 
funds for O&M of solar installations in schools and PHFs. 
 
8. Effectiveness. The major expenditures under the program expenditure framework are 
for micro-hydropower plants, solar systems, and establishment of an energy resource center. 
The program will also cover costs for the following outputs: (i) installation of internet-based 
program performance monitoring system for MHPs, schools and PHFs, which will ensure 
service continuity to the beneficiaries and provide full system monitoring control for O&M; (ii) 
establishment of the Punjab Energy Efficiency and Conservation Agency to serve as a 
regulatory body for energy efficiency; (iii) formulation of an energy conservation building code; 
(iv) preparation of energy efficiency regulations, finalization of standards, and labeling of energy 
consuming appliances (v) creating awareness and promotion to create a culture of energy 
conservation (vi) training and development of engineers in the domain of energy conservation 
and efficiency; (vii) promoting a culture of energy audits in the province; and (viii) promoting 
construction of a model zero-net energy building, and retrofitting public buildings for energy 
efficiency. 
 
9. For effective program implementation, both the governments of KPP and Punjab 
provinces will establish project management units (PMUs). Additionally, the KPP government is 
in the process of amending the PEDO Act to grant it decision-making autonomy; formulate a 
legal framework to regulate the transfer and maintenance of MHPs and solar installations by 
local communities; train staff in bid evaluation, contract management, internal controls and audit 
and financial management; train nongovernment organizations and communities in power plant 
O&M and establishment of a centralized internet-based monitoring system with linkages to 
districts to monitor operation the MHPs and solar installations; capacity building of PEDO. The 
above are essential to (i) ensure provision of electricity to off-grid local communities, schools 
and PHFs or areas that suffer from long hours of load shedding; and (ii) enable energy 
efficiency, and energy audits. 
 
10. Efficiency and economy. The Access to Clean Energy Program expenditure framework 
in Punjab and KPP provinces is an ongoing program that allocates resources efficiently. It is 
part of the government’s vision to provide electricity to the villages and rural areas that lack 
electricity or are off-grid, as well as to schools and PHFs to improve service delivery. The 
Punjab government is providing solar installations to schools and PHFs located in areas that 
suffer from lengthy periods of load shedding. The program is expected to reduce the school 
dropout ratio and improve PHFs service delivery. In addition, the Punjab government is planning 
to build an energy resource center and implement a comprehensive energy efficiency and 
conservation program (para. 8). In KPP, the government has prioritized 356 localities in 12 
northern districts for the provision of electricity through community-based MHPs where providing 
electricity through the national grid is not feasible because mountainous terrain make access 
very difficult, rendering extension of the grid to those areas financially unviable. The government 
also plans to use solar energy to provide electricity to 10,000 schools and 200 PHFs. 
 
11. The RBL program costs are based on the number of schools, PHFs, and MHP sites; the 
cost of the equipment (i.e. solar panels and turbines) and civil works; and other costs (e.g., 
recurrent costs, O&M for the first 3 years, capacity building, interest and commitment charges, 
and taxes). Project preparatory technical assistance technical experts funded by the Asian 
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Development Bank (ADB) estimated the program cost in accordance with internationally 
accepted good practice, and experience with the ongoing program. ADB considers the program 
expenditure to be realistic in terms of prioritization and coverage.  
 
12. Adequacy. The first phase of the Access to Renewable Energy program involving MHPs 
and solar installations in Punjab and KPP provinces provides sound benchmarks, indicators, 
challenges and lessons, which can be developed and improved upon through subsequent 
phases. The actual cost of ongoing projects in Punjab and KPP were considered in the cost 
calculation of the RBL program, which ensures the RBL program estimates are realistic, and 
that the planned results can be achieved within the resource envelope.  

 

B. Financing Plan 
 
13. Sources of financing. The Government of Pakistan has requested a loan of $325 
million from ADB’s ordinary capital resources (OCR) to help finance the Access to Clean Energy 
Investment Program expenditure. The loan will have a 25–year term, including a grace period of 
5 years and an interest rate of LIBOR plus 60 basis points per annum. The financing plan is in 
Table 4. 
 

Table 4: Program Financing Plan 

Source Punjab  
KPP  

($ million) Program  
Share of Total 

(%) 

Government 
       Provincial government  13.8   26.9   40.8   9.0  

Community contribution      9.9   9.9   2.2  
Development partners     
   Asian Development Bank     

Ordinary capital resources (loan)  87.6   237.3   325.0
a
   71.5  

Agence Française de Développement  22.4   56.2   78.6
b
   17.3  

Total  124.0   330.3   454.3   100.0  

KPP = Khyber Pakhtunkhwa province. 
a
  The interest and other charges during construction to be capitalized in the loan. 

b  
The Agence Française de Développement commitment of €70 million has been converted into dollars for    
calculation purposes only. 

Sources: Asian Development Bank estimates, Energy Department of Punjab, and Khyber Pakhtunkhwa. 
 

14. The total RBL program is $454.3 million; ADB and AFD provide loan financing of $403.6 
million, and the governments of KPP and Punjab will fund $40.8 million. In the case of the MHPs 
in KPP, the community will contribute land, labor and transportation during implementation, with 
a value of $9.9 million. 
 
C. Fiscal Affordability and Sustainability 

 
15. The timely release of funds and budgetary allocations has not been an issue for ADB 
energy projects. Based on current allocation trends, the provincial governments are providing 
sufficient funds in their annual budget to ensure timely completion of the program started 
through their own resources.  
 
16. To ensure long-term program sustainability, especially beyond the program 
implementation period of 2021, the two provincial governments agree to allocate adequate 
funds for O&M of the solar installations in schools and PHFs under the program. The Punjab 
government has included the O&M cost for 3 years in the provincial project approval, and its 
Finance Department agreed to allocate sufficient funds for O&M beyond that period. The KPP 
Finance Department also agreed to allocate sufficient O&M funds for solar plants to be installed 
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at public sector schools and PHFs. The district education and health departments will be 
responsible for O&M of solar installations in schools and PHFs, while the energy resource 
center will be the responsibility of the Punjab Energy Department. Given the historical trend of 
budget allocations for Punjab and KPP provinces since 2010, it is reasonable to expect that 
adequate O&M funds will be allocated. 
 
17. In the case of the community-based MHPs, the community will pay electricity 
consumption charges for O&M and replacement costs. A business model that includes a 
methodology to calculate electricity consumption charges and a procedure to collect and 
manage the account has been developed with ADB project preparatory technical assistance.1 
Communities will need to agree with the methodology and procedure before the MHPs are 
installed. Overall, the program is affordable and sustainable. 
 
D. Managing Risks and Improving Capacity  

 
18. Table 5 summarizes the key risks associated with the expenditure and financing 
framework. The mitigating measures will be included in the program action plan and the loan 
covenants.2 
 

Table 5: Expenditure and Financing Risks and Mitigating Measures 

Risk 

Rating 
without 

Mitigating 
Measures Key Mitigating Measures 

The two governments do not allocate 
funds consistent with the program 
requirements to achieve desired results. 
The finance and planning and 
development departments of Punjab and 
KPP may delay the timely releases of 
allocated funds because of cash flow 
challenges, which could impact the 
targeted results. 

Moderate The KPP and Punjab governments agree to include the 
program expenditure in their medium-term budgetary 
and development frameworks covering 2016–2019, and 
to allocate funds consistent with the program 
requirement in their annual budgets. 
  
The Punjab and KPP governments agree to release the 
funds in full at the beginning of each financial year (July) 
to ensure timely achievement of results. 

The KPP and Punjab finance 
departments do not allocated sufficient 
funds for the O&M of the newly installed 
solar PV panels in schools and PHFs, 
and the energy resource center 
constructed under the program, beyond 
the program implementation period. 

Substantial To ensure program sustainability the KPP and Punjab 
governments agree to allocate adequate funding beyond 
the program implementation period for the O&M of the 
solar PV panels installed in schools and PHFs, and the 
Smart Monitoring System. This is covenanted in the loan 
agreement.  

ADB = Asian Development Bank, KPP = Khyber Pakhtunkhwa province, O&M = operation and maintenance, PHF = 
primary healthcare facility, PV = photovoltaic. 
Source: Asian Development Bank. 

                                                           
1
  Asian Development Bank project preparatory technical assistance (TA-9047) for the Access to Clean Energy 

Investment Project. 
2
  Program Action Plan, available from the list of linked documents in Appendix 2 of the Report and Recommendation 

of the President. 


