
 
 

 

Completion Report 

Project Number: 40075-023 
Loan Numbers: 2400 and 2401 
September 2018 
 
 
 
 

Pakistan: National Trade Corridor Highway 
Investment Program (Tranche 1) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This document is being disclosed to the public in accordance with ADB's Public Communications 
Policy 2011. 





 

 

CURRENCY EQUIVALENTS 
 

Currency unit – Pakistan rupee/s (PRe/PRs) 
 

  At Appraisal At Project Completion 
  (18 September 2007) (31 March 2015) 

PRe1.00 = $0.0165 $0.00981 
$1.00 = PRs60.55 PRs101.91 

 
ABBREVIATIONS 

 ADB – Asian Development Bank 
 ADF – Asian Development Fund 
 CAREC – Central Asia Regional Economic Cooperation 
 CDL – cash development loan 
 CWE – M/s China International Water & Electric Corporation 
 DFID – Department of International Development of the United Kingdom 
 DMF – design and monitoring framework 
 EIRR – economic internal rate of return 
 EMA – external monitoring agency 
 GDP – gross domestic product 
 km – kilometer 
 LARP – land acquisition and resettlement plan 
 MFF – multitranche financing facility 
 NHA – National Highway Authority 
 NTC – national trade corridor 
 OCR – ordinary capital resources 
 PCR – project completion report 
 PECP – Pakistan Economic Corridors Program 
 SDR – special drawing right 
 TA – technical assistance 

 
NOTES 

(i) The fiscal year (FY) of the Government of Pakistan and its agencies ends on 30 
June. “FY” before a calendar year denotes the year in which the fiscal year ends, 
e.g. FY2018 ends on 30 June 2018. 

(ii) In this report, “$” refers to United States dollars. 
 
Vice-President Wencai Zhang, Operations 1 
Director General Werner Liepach, Central and West Asia Department, CWRD 
Country Director Xiaohong Yang, Pakistan Resident Mission, CWRD 
  
Team leader Zaigham Naqvi, Senior Project Officer (Infrastructure), CWRD 
Team members Javed Akram, Associate Financial Control Officer, CWRD 
 Narmeen Janjua, Senior Operations Assistant, CWRD 
 Imran Memon, Project Analyst, CWRD 
 
In preparing any country program or strategy, financing any project, or by making any designation 
of or reference to a particular territory or geographic area in this document, the Asian 
Development Bank does not intend to make any judgments as to the legal or other status of any 
territory or area. 





 

 

CONTENTS 
Page 

BASIC DATA i 

MAP  v 

I. PROJECT DESCRIPTION 1 

II. DESIGN AND IMPLEMENTATION 2 

A. Project Design and Formulation 2 
B. Project Outputs 3 
C. Project Costs and Financing 4 
D. Disbursements 5 
E. Project Schedule 5 
F. Implementation Arrangements 6 
G. Consultant Recruitment and Procurement 7 
H. Safeguards 7 
I. Monitoring and Reporting 8 

III. EVALUATION OF PERFORMANCE 9 

A. Relevance 9 
B. Effectiveness 10 
C. Efficiency 11 
D. Sustainability 11 
E. Development Impact 12 
F. Performance of the Borrower and the Executing Agency 12 
G. Performance of the Asian Development Bank 13 
H. Overall Assessment 13 

IV. ISSUES, LESSONS, AND RECOMMENDATIONS 13 

A. Issues and Lessons 13 
B. Recommendations 14 

 
APPENDIXES 
 
1. NTCHIP Scope, Costs, and Financier 16 
2. Design and Monitoring Framework 17 
3. Variation Orders 19 
4. Disbursement of ADB Loan Proceeds 21 
5. Contract Awards of ADB Loan proceeds 22 
6. Implementation Schedule 23 
7. Status of LARP Payment 24 
8. Chronology of Main Events 25 
9. Status of Compliance with Loan Covenants 26 
10. Economic Reevaluation 41 
11. Contribution to the ADB Results Framework 47 
12. Total Project Cost  48 
 





 

 

BASIC DATA 
 
A. Loan Identification 
 1. Country 
 2. Loan number and financing source 
 3. Project title 
  
 
 4. Borrower 
 5. Executing agency 
 6. Amount of loan 
   Loan 2400 (ordinary capital resources) 
   Loan 2401 (Asian Development Fund) 
 7. Project completion report number 
 8. Financing modality 

 
Pakistan 
2400 (ordinary capital resources) 
2401 (Asian Development Fund) 
National Trade Corridor Highway Investment Program, 
Tranche 1 
Islamic Republic of Pakistan 
National Highway Authority 
 
$170,000,000 
$10,000,000 
PAK 1713 
Project loans 

  
B. Loan Data 

1. Appraisal 
  – Date started 
  – Date completed 
 
 2. Loan negotiations 
  – Date started 
  – Date completed 
 
 3. Date of Board approval 
 
 4. Date of loan agreement 
 
 5. Date of loan effectiveness 
  – In loan agreement 
  – Actual 
  – Number of extensions 
 
 6. Loan closing date 
  – In loan agreement 
  – Actual 
  – Number of extensions 
 
 7. Financial closing date 
  – Actual 
 
 
 8. Terms of loan 
  Loan 2400 
  – Interest rate 
  – Maturity (number of years) 
  – Grace period (number of years) 
   
  Loan 2401 
  – Interest rate 
   
  – Maturity (number of years) 
  – Grace period (number of years) 
 
 9. Terms of relending (if any) 
  – Interest rate 
  – Maturity (number of years) 
  – Grace period (number of years) 
  – Second-step borrower 
 
 

 
 
8 May 2007 
19 May 2007 
 
 
11 October 2007 
12 October 2007 
 
17 December 2007 
 
3 December 2008 
 
 
2 January 2009 
22 December 2008 
0 
 
 
30 June 2014 
31 March 2015 (Loan 2400), 30 June 2014 (Loan 2401) 
1 (Loan 2400) 
 
 
1 August 2015 (Loan 2400), 20 January 2011 (Loan 
2401) 
 
 
 
Sum of LIBOR and 0.60%: 0.40% 
25 
5 
 
 
1% per year during grace period and 1.5% per year 
thereafter 
32 
8 
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 10. Disbursements 
  a. Dates 
 
 

Initial Disbursement 
15 December 2009 

(Loan 2400) 
 

Final Disbursement 
13 July 2015 
(Loan 2400) 

 

Time Interval 
67 months 

(Loan 2400) 
 

 
 
 

Effective Date 
22 December 2008 

(Loan 2400) 
22 December 2008 

(Loan 2401) 

Original Closing Date 
31 March 2015 

(Loan 2400) 
30 June 2014 
(Loan 2401) 

Time Interval 
75 months 

(Loan 2400) 
66 months 

(Loan 2401) 
 
  b. Amount ($ million), Loan 2400 

Category or 
Subloan 

Original 
Allocation 

(1) 

Increased 
During 

Implementation 
(2) 

Canceled 
During 

Implementation 
(3) 

Last 
Revised 

Allocation 
(4=1+2+3) 

Amount 
Disbursed 

(5) 

Undisbursed 
Balance 
(6=4-5) 

1. Civil Works 
2. Consulting 

Services 
3. Interest and 

Commitment 
Charge 

4. Unallocated 

115.49 
18.00 

 
14.81 

 
 

21.70 

17.51 
0.00 

 
0.00 

 
 

(17.51) 

0.00 
10.00 

 
9.81 

 
 

4.19 

133.00 
8.00 

 
5.00 

 
 

0.00 

118.45 
5.89 

 
2.10 

 
 

0.00 

14.55 
2.11 

 
2.90 

 
 

0.00 
 Total 170.00 0.00 24.00 146.00 126.44 19.56 
 

  c. Amount ($ million), Loan 2401 
Category or 
Subloan 

Original 
Allocation 

Last Revised 
Allocation 

Amount 
Canceled 

Net Amount 
Available 

Amount 
Disbursed 

Undisbursed 
Balance 

Consulting 
 Services  

10.00 0.00 (10.00) 0.00 0.00 0.00 

 Total 10.00 0.00 (10.00) 0.00 0.00 0.00 
 
 11. Local costs (financed): Not applicable 
  - Amount ($)  
  - Percent of local costs  
  - Percent of total cost  
C. Project Data 

 1. Project cost ($ million) 
Cost Appraisal Estimate Actual 
Foreign exchange cost Not applicable Not applicable 
Local currency cost Not applicable Not applicable 
 Total 212.50 157.13 
 

 2. Financing plan ($ million) 
Cost Appraisal Estimate Actual 
Implementation cost   
 Borrower-financed 32.50 30.69 
 ADB-financed 165.19 124.35 
 Other external financing Not applicable Not applicable 
  Total implementation cost 197.69 155.04 
IDC cost   
 Borrower-financed Not applicable Not applicable 
 ADB-financed 14.81 2.09 
 Other external financing Not applicable Not applicable 
  Total IDC cost 14.81 2.09 
ADB = Asian Development Bank, IDC = interest during construction. 
Notes: 
1. The government’s share is converted using a rate of PRs1 = $86.602 (overall project aggregate). 
2. The government’s share in land acquisition and resettlement decreased from $20.50 million to $16.68 million. 
3. The government’s share in civil works increased from $9.50 million to $13.32 million. 
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4. There was no government share for consulting services, however the government contributed $0.69 million in taxes. 
5. The government’s total share slightly increased from $30.00 million to $30.69 million. 
6. There is no share of ADB ($10 million) and the government ($2.5 million) against loan 2401, which was canceled. 
 
 3. Cost breakdown by project component ($ million) 
Component Appraisal Estimate Actual 
A. Investment component (OCR loan 2400) 
 1 Land acquisition and resettlement: Faisalabad–Gojra 
 2. Civil works: Faisalabad–Gojra 
 3. Construction Supervision: Faisalabad–Gojra 
 4. Contingencies 
  (i) Physical 
  (ii) Price 
 5. Interest and other commitment charges 

 
20.49 

125.00 
18.00 

 
7.50 

14.20 
14.81 

 
16.68 

131.78 
6.58 

 
0.00 
0.00 
2.09 

B. Program support (ADF loan 2401) 
 1. Consulting services 

 
12.50 

 
0 

    Total 212.50 157.13 
ADF = Asian Development Fund, OCR = ordinary capital resources. 
 
 4. Project schedule 
Item Appraisal Estimate Actual 
Date of contract with consultants March 2008 February 2010 
Completion of engineering designs January 2007 April 2009 
Civil works contract   
 Date of award June 2008 December 2009 
 Completion of work December 2012 January 2015 
Equipment and supplies   
Dates   
 First procurement Not applicable Not applicable 
 Last procurement Not applicable Not applicable 
 Completion of equipment installation Not applicable Not applicable 
Start of operations   
 Completion of tests and commissioning Not applicable Not applicable 
 Beginning of start-up and/or operations Not applicable Not applicable 
 
 5. Project performance report ratings 

Implementation Period 
Ratings 

 Overall Performance Ratings 
From 1 December 2008 to 31 March 2011 
From 1 April 2011 to 31 December 2011 

 Satisfactory 
On Track 

From 1 January 2012 to 31 March 2012  Potential Problem 
From 1 April 2012 to 31 December 2013  On Track 
From 1 January 2014 to 31 March 2014  Potential Problem 
From 1 April 2014 to 31 August 2015  On Track 
 
D. Data on Asian Development Bank Missions 

Name of Mission Date 
No. of 

Persons 
No. of 

Person-Days 
Specialization of 

Members 
Consultation 15–18 August 2006 4 16 a, n, o, p 
Reconnaissance 8–16 February 2007 5 45 a, c, q, t 
Fact-finding 13–31 March 2007 10 190 a, c, d, e, o, q, t, 

v, w, x 
Pre-appraisal 8–19 May 2007 5 60 a, b, q, t, v 
Consultation 25 June–4 July 2007 6 51 a, f, q, r, t 
Consultation 13–20 August 2007 5 26 g, m, q, r, s 
Consultation 13–21 December 2007 5 37 a, g, m, q, r 
Consultation 6–19 March 2008 8 192 a, c, g, j, o, q, y, z 
Consultation 26–27 August 2008 3 6 q, x, z 
Inception 3–11 February 2009 10 90 a, b, d, g, j, l, q, y, 

z 
Loan review 7–13 May 2009 6 35 a, c, h, j, y, z 
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Name of Mission Date 
No. of 

Persons 
No. of 

Person-Days 
Specialization of 

Members 
Loan review 6–14 October 2009 9 81 a, b, d, f, g, j, u, 

y, z 
Safeguard review 4–7 April 2010 3 12 e, f, g 
Loan review 22–29 June 2010 5 40 a, b, f, g, z 
Loan review 12–15 October 2010 4 16 a, b, g, z 
Loan review 25–28 January 2011 3 12 a, b, c 
Country portfolio review 12–15 July 2011 2 8 a, k 
Loan review 20–28 October 2011 5 45 a, b, d, e, g 
Loan review 14–17 February 2012 6 23 a, b, c, d, e, j 
Loan review 27–30 March 2012 4 16 a, b, c, d 
Loan review 15–21 May 2012 6 42 a, b, c, d, e, g 
Loan review 9–15 October 2012 2 12 a, j 
Loan review 30 January–11 February 

2013 
6 78 a, b, c, d, e, g 

Loan review 9–22 April 2013 5 65 a, b, c, d, e 
Loan review 22–26 July 2013 5 20 a, b, c, d, h 
Midterm review  1–9 October 2013 7 63 a, b, c, d, e, j,  
Loan review 25 February–7 March 2014 7 70 a, b, c, d, e, f, g,  
Consultation 10–14 June 2014 6 30 a, b, h, j, p 
Consultation  15–16 July 2014 1 2 p 
Loan review 22–26 July 2014 5 25 a, b, d, h, p 
Loan review 19–21 January 2015 1 3 p 
Directors visit 15–16 March 2015 2 4 p, m 
Project completion review 25 June–4 July 2018 3 24 p, k, i 
a = transport specialist; b = transport economist; c = project officer, Pakistan Resident Mission; d = resettlement 
specialist; e = environment specialist; f = social safeguards specialist; g = social safeguards officer, Pakistan Resident 
Mission; h = director, Central and West Transport and Communications Division; i = associate disbursement officer; j 
= project analyst, Central and West Transport and Communications Division; k = project analyst, Pakistan Resident 
Mission; l = project management specialist, Central and West Office of the Director General; m = country director, 
Pakistan Resident Mission; n = director, Central West Asia Department, Infrastructure Division; o = transport and/or 
project economist (infrastructure); p = project implementation officer (infrastructure); q = investment specialist; r = 
programs specialist, Pakistan Resident Mission; s = director general, Central and West Asia Department; t = social 
development specialist (resettlement); u = gender specialist; v = senior counsel; w = investment specialist; x = transport 
policy economist; y = portfolio management specialist; z = transport officer. 
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I. PROJECT DESCRIPTION 
 
1. The Asian Development Bank (ADB) approved a multitranche financing facility (MFF) for 
loans of up to $900 million to Pakistan for the National Trade Corridor Highway Investment 
Program in October 2007.1 Tranche 1 of the investment program was to be financed by a loan of 
$545 million from ADB’s ordinary capital resources (OCR) approved in December 2007. ADB also 
approved a loan equivalent to SDR6,451,000 ($10 million) from its Special Funds resources 
(Asian Development Fund [ADF]) in December 2007 for the institutional strengthening of the 
National Highway Authority (NHA). This project completion report (PCR) discusses the investment 
and institutional strengthening components as they shared a design and monitoring framework 
(DMF) and were approved by a single periodic financing request under the MFF. 
 
2. In Vision 2030, the Government of Pakistan planned to enhance connectivity and trade 
facilitation through the National Trade Corridor Improvement Program to improve logistics, a 
constraint to lifting competitiveness and diversifying exports, and contribute to raising the ratio of 
trade to gross domestic product (GDP) from 30% to 60%.2 This investment program is a core 
component of the improvement program, covering Pakistan’s domestic trade flows in the north–
south transport corridor. It included new road construction and improvement of more than 3,500 
kilometers (km) of roads, national highways, expressways, and motorways to be financed by the 
government and its development partners (Appendix 1).3 The government requested ADB to 
partially finance the construction and improvement of expressways and motorways under its 
improvement program, which represented 16.6% of this investment program. 
 
3. Investment component. Tranche 1 was supposed to finance the construction of two 
expressways with a combined length of 218 km: the Peshawar–Torkham Expressway (E-1); and 
the Faisalabad–Khanewal Expressway (E-4), which was later renamed as Faisalabad–Khanewal 
Motorway (M-4). The M-4 was subdivided into the Faisalabad–Gojra, Gojra–Shorkot, and 
Shorkot–Khanewal sections. This component aimed to bring efficiency gains for road traffic 
operation along the national trade corridor (NTC) to increase trade growth. However, on 30 
September 2008, the government requested ADB to exclude (i) the E-1 because of the security 
situation in the project area and (ii) the Gojra–Shorkot–Khanewal sections of the M-4 because of 
delays in land acquisition. As a result, the capital investment component of tranche 1 only covered 
the 58.2 km Faisalabad–Gojra section of the M-4, and the loan amount was reduced to $170 
million.4 Tranche 1 became effective on 22 December 2008 and closed on 1 August 2015, after 
one extension from its original completion date of 30 June 2014. The final disbursed amount under 
the loan was $126.44 million. The revised DMF envisaged the completion of the 58.2 km 
Faisalabad–Gojra section of the M4 to bring efficiency gains for road traffic operation along 
Faisalabad–Khanewal to increase economic growth in Punjab Province. 
 
4. Institutional strengthening component. This component covered policy reform, 
institutional development, and capacity building of the NHA. It included a road sector policy study, 
piloting of performance-based contracts, intelligent transport systems and portable weighing 
stations, development of a human resource development strategy, strengthening NHA’s capacity 

                                                
1 ADB. 2007. Report and Recommendations of the President to the Board of Directors: Proposed Multitranche 

Financing Facility and Technical Assistance Grant to the Islamic Republic of Pakistan for the National Trade Corridor 
Highway Investment Program. Manila. 

2 Government of Pakistan, Planning Commission. 2007. Pakistan in the 21st Century: Vision 2030. Islamabad. 
3 ADB (Central and West Asia Department [CWRD]). 2007. Reconnaissance Mission to Pakistan: National Trade 

Corridor Highway Investment Program. Back-to-office report. 8 February. (internal). 
4 ADB (CWRD). 2008. Major Change in Project Scope. Loan No. 2400-PAK: National Trade Corridor Highway 

Investment Program – Tranche 1 Project. Memorandum. 7 November (internal). 
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for project preparation and implementation, and capacity building for social and environmental 
management. The ADF loan became effective on 22 December 2008 and closed without any 
disbursements upon cancellation on the borrower’s request on 20 January 2011. 
 

II. DESIGN AND IMPLEMENTATION 
 
A. Project Design and Formulation 
 
5. Investment component. The shared aim of ADB and the Government of Pakistan was 
to create a self-sustaining and efficient road network that would enable Pakistan to enjoy greater 
mobility and enhanced trade at the lowest possible cost. The government viewed trade 
competitiveness and export diversification as a key strategy in achieving its economic agenda by 
2030, and transport logistics were considered a key constraint. ADB’s country assistance plan, 
2001–2003 for Pakistan focused on the road subsector, but shifted from rural roads to national 
and regional connectivity through the upgrade and improvement of highways and construction of 
motorways.5 The country assessment program evaluation of ADB’s operations in Pakistan from 
1985 to 2006 suggested that ADB should continue support for the transport sector. However, ADB 
support should focus on province-specific projects, increase the use of MFFs, apply a network 
approach to road development rather than a focus on selected elements of the network, increase 
emphasis on the soft components of road subsector performance, and adopt a strategy of 
fostering regional connectivity.6 In preparing this component, ADB consulted extensively with 
government line ministries, the Planning Commission, and other involved multilateral partners 
and consultant firms.7 The Planning Commission and the NHA were actively involved in 
formulating the project, as the improvement program was the government’s flagship project for 
economic growth under the Medium Term Development Framework 2005–10, and carried strong 
ownership from all stakeholders within the government.8 
 
6. The government accorded high priority to the construction of the M-4 as this missing link 
would connect Multan through the already completed M-1, M-2, and M-3 motorways; and reduce 
the distance between Multan and Islamabad by 110 km. It would result in vehicle operating cost 
savings and improved trade logistics, thereby reducing the cost of doing business and enhancing 
export competitiveness. Therefore, the construction of the M-4 was included under Tranche 1 of 
the MFF. However, when the government met complexities (such as insufficient funds for land 
payments and the non-availability of enough land acquisition staff of the provincial government of 
Punjab) in acquiring land for the entire 184 km length of the M4, it decided to adopt a sectional 
approach to construction, delaying construction for sections where land acquisition was lagging. 
This enabled the government to start the construction of the Faisalabad–Gojra section, financed 
by ADB; and the Khanewal–Multan section, financed by the Islamic Development Bank, at about 
the same time. Subsequent tranches of the MFF were planned to finance the construction of the 
two middle sections.9 As alternate projects to utilize the MFF, NHA completed sections 1 and 2 of 

                                                
5 ADB. 2000. Country Assistance Plan (2001–2003): Pakistan. Manila. 
6 Operations Evaluation Department. 2007. Country Assessment Program Evaluation for Pakistan. Manila: ADB. The 

Operations Evaluation Department is now known as the Independent Evaluation Department. 
7 Footnote 3, pp. 1–2. 
8 Government of Pakistan, Planning Commission. 2005. Medium Term Development Framework 2005–10. Islamabad. 
9 Since projects were not ready in terms of LARP implementation, and 10 year MFF period was nearing completion, 

thus stand-alone loans financed the Gojra–Shorkot and Shorkot–Khanewal sections, with cofinancing by the 
Department of International Development of the United Kingdom and the Asian Infrastructure Investment Bank (ADB. 
2015. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Administration of 
Grant to the Islamic Republic of Pakistan for the National Motorway M-4 Gojra–Shorkot Section Project. Manila; and 
ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Loan for Additional 
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the Hasanabdal–Havelian Expressway (E-35), under tranche 2 of the MFF, in December 2017; 
and partially completed section 3 of the E-35, under tranche 3, by 10 December 2017. All these 
sections of the NTC have and will become part of Pakistan’s regional connectivity through the 
Central Asia Regional Economic Cooperation (CAREC), the China-Pakistan Economic Corridor,10 
and the Pakistan Economic Corridors Program (PECP). The physical investment was thus 
relevant in terms of the government’s development priorities and ADB’s country assistance plan 
at both appraisal and completion stages. The report and recommendation of the President to the 
Board of Directors for this investment program only had a DMF for the MFF as a whole, and 
following the revision in scope, ADB created a separate DMF for the Tranche 1 project in 
September 2009.11 
 
7. Institutional strengthening component. ADB designed this component to meet the 
NHA’s need, as reflected in the Medium Term Development Framework. ADB had been engaged 
in policy dialogue and institutional reform initiatives with the NHA since 2006. The government 
was supposed to implement the framework in two phases, and the institutional strengthening 
component under the ADB-financed National Highway Development Sector Investment Program 
was the first phase.12 The design and formulation of the institutional strengthening component 
under the ADF loan were relevant at appraisal and took into consideration ongoing and planned 
support from ADB and from other bilateral and multilateral financial institutions at that time. 
However, the component could not be implemented as the NHA could not obtain requisite 
approvals from the Planning Commission because of perceived overlap with the work being done 
under the National Highway Development Sector Investment Program and the World Bank’s 
Highways Rehabilitation Project. The government canceled the loan despite continuous efforts 
by ADB for it to continue, however, ADB maintained its engagement and dialogue with the 
government and the NHA. ADB currently supports such institutional development and policy 
reforms through a capacity development technical assistance (CDTA) to the NHA under the 
PECP.13 
 
B. Project Outputs 
 
8. Investment component. ADB and the government reduced the appraisal outputs to just 
one physical component, i.e., the 58.2 km-long Faisalabad–Gojra section of the M-4 (para. 3). 
Appendix 2 assesses the achievements of the project against the updated DMF. The scope of 
the works contract (as revised) included the construction of a four-lane access-controlled 
motorway with allied structures. The NHA invited bids on the design and estimates prepared by 
M/s. National Engineering Services of Pakistan. M/s Renardet S.A., as the supervision 
consultants, carried out the design review and construction supervision. The pavement design 
complied with applicable American Association of State and Highway Transport Officials 
(AASHTO) specifications. Upon NHA’s request, M/s Renardet S.A. changed the design of the 
structures from a width of four lanes to six lanes at the design review stage to accommodate 
future expansion. The consequent increase in cost was partially offset by changing the flyovers 
to underpasses, resulting in cost savings and reduced land acquisition. The contractor had 
                                                

Financing and Administration of Loan and Grant for Additional Financing to the Islamic Republic of Pakistan for the 
National Motorway M-4 Gojra–Shorkot–Khanewal Section Project. Manila.) The loans are under implementation. 

10 China-Pakistan Economic Corridor. http://www.cpec.gov.pk. ADB recognizes this member as the People’s Republic 
of China. 

11 ADB (CWRD). 2009. Request for Approval of DMF. Memorandum. 24 September (internal). 
12 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 

Financing Facility and Loan to the Islamic Republic of Pakistan for the National Highway Development Sector 
Investment Program. Manila. 

13 ADB. 2015. Capacity Development Technical Assistance for Enabling Economic Corridors through Sustainable 
Transport Sector Development. Manila. 
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mobilized after the issuance of commencement on 25 February 2010, but physical works could 
not start as the land acquisition and resettlement plan (LARP) was not fully implemented. To 
prevent further delay and mitigate the contractor’s claims of idling resources, ADB and the NHA 
adopted a sectional approach to allow construction activities for 32 km of the section free of LARP 
on 29 January 2011, the remaining length on 17 August 2011, and interchanges on 17 April 2014 
after the LARP was fully implemented. The Supervision Consultants issued the taking over 
certificate for the works contract on 30 January 2015 and NHA opened the project to traffic after 
inauguration of the project in March 2015. 
 
9. Institutional strengthening component. At appraisal, measures considered essential 
for the institutional strengthening and capacity development of the NHA included a road sector 
policy study, road corridor management, human resources development, project preparatory and 
management assistance, and social and environmental management. ADB canceled the 
institutional strengthening component upon the request of the government in January 2011. This 
is because the NHA (i) had completed project preparatory work for the MFF investment program 
through government funding, (ii) had received World Bank assistance as part of the ongoing 
Highways Rehabilitation Project (2003-2012) to formulate a training needs assessment-based 
human resource development strategy, (iii) was financing the cumulative environmental impact 
assessment and project management support from this investment program’s OCR loan, and (iv) 
had planned to conduct road subsector policy and management-related studies under tranche 2 
of the MFF investment program.14 ADB revised the DMF and approved it retrospectively in 
October 2014 to incorporate the cancellation of the ADF loan.15 As such, this component will not 
be evaluated for the purposes of this PCR. In retrospect, the reform agenda proposed at the time 
was ambitious as it involved completely revamping NHA processes and systems within a short 
time frame. Ownership of the reform within the government and the NHA weakened after the 
change in government in 2008; that administration prioritized physical investments over 
organizational reforms. Following the next change in government in 2013, the succeeding 
administration established a Reform Division at the Planning Commission, which championed the 
reform agenda as part of Vision 2025.16 Subsequently, ADB provided a comprehensive policy 
reforms and institutional development program through a CDTA under the PECP (footnote 13). 
Through the CDTA, ADB is helping to (i) develop a national transport policy (approved by the 
government in May 2018), NHA’s business plan, and a new transport sector master plan; (ii) 
measures for improving multimodal transport within Pakistan and with its neighboring countries; 
(iii) prepare a national road safety program; and (iv) improve road asset management system 
practices. 
 
C. Project Costs and Financing 
 
10.  Investment component. At appraisal, the scope of work for the physical investment 
component was the construction of 218 km of expressways and motorways with an approved loan 
amount of $545 million. At loan signing, the scope was only the construction of the 58.2 km 
Faisalabad–Gojra section of the M-4 with an approved reduced loan amount of $170 million. 
 
11. Through the supervision consultants, the NHA awarded a PRs10,305,078,335.09 civil 
works contract for package 1 to M/s China International Water & Electric Corporation (CWE). The 
actual civil works cost at loan closing was 9.83% lower at PRs9,291,465,838 as works mentioned 

                                                
14 ADB (CWRD). 2010. Loan Review Mission to Pakistan: National Trade Corridor Highway Investment Program-

Project 1. Back-to-office report. 12 October (internal). 
15 ADB (CWRD). 2014. Minor Change of Individual Project Under MFF 2. Memorandum. 2 October (internal). 
16 Government of Pakistan, Planning Commission. Vision 2025. https://www.pc.gov.pk/web/vision. 
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in para. 8 and as-built quantities were lower than the estimates. Appendix 3 shows the approved 
variation orders under the loan. ADB and the government financed civil works at a 92:8 ratio. The 
NHA’s share of the overall project cost was 15% and ADB’s share was 85%. The NHA identified 
$24 million in loan savings and requested ADB, through the Economic Affairs Division, for partial 
cancellation of the surplus funds of $24 million and the reallocation of the revised loan amount of 
$146 million (Table 1). An additional $20.00 million was unused and canceled upon loan closing, 
and the total unused loan proceeds were $126.44 million. The savings were mainly from the 
design changes and exchange rate fluctuations. Appendix 12 provides information on project cost. 
 

Table 1: Loan Funds Cancellation and Reallocation 
 

Description     Original Allocation ($)  Revised Allocation ($) 
Works     115,490,000  133,000,000 
Consulting service    18,000,000  8,000,000 
Financial charges during construction  14,810,000  5,000,000 
Contingencies    21,700,000  0 
 Total     170,000,000  146,000,000 
Source: Asian Development Bank. 

 
12. Investment component. ADB canceled the $10 million allocated for the soft component 
in January 2011, with no disbursements. ADB supported the cancellation given the lack of 
progress over 2 years and the improbability of moving forward. 
 
D. Disbursements 
 
13. Investment component. The timing and amounts of actual disbursements were 
significantly different from the disbursement schedule at appraisal because of start-up delays in 
starting the physical works, exchange rate fluctuations, design changes that led to reduced costs, 
and lower bid costs relative to the engineer’s estimates. 
 
14. Loan disbursements followed ADB’s Loan Disbursement Handbook (2007, as amended 
from time to time). ADB used the direct payment procedure for large civil works contracts and 
consulting services. The disbursement procedures generally proved efficient. The total disbursed 
amount from ADB’s share, including interest and commitment charges, was $126.44 million out 
of the total loan amount at loan closing of $146.00 million. Delays in payment of the government 
share were not significant after the tax deduction, but still affected the contractor’s cash flow and 
the project progress. The government’s counterpart funds were made available after ADB raised 
this issue to the government in the review missions. The annual contract disbursements are 
shown in Appendix 4 contract awards are shown in Appendix 5. 
 
E. Project Schedule 
 
15. At loan signing, the NHA was expected to complete implementation of the Faisalabad–
Gojra section by 31 December 2013, but completed it on 30 January 2015 because of start-up 
delays and slow progress of the contractor. ADB declared the OCR loan effective on 22 December 
2008. It was originally set to close the OCR loan on 30 June 2014 but extended loan closing until 
31 March 2015. ADB closed the loan account on 1 August 2015. 
 
16. ADB planned civil works to be completed within 3 years, but works did not proceed as 
planned. The contractor mobilized after the issuance of commencement on 25 February 2010, 
but physical works could not start. ADB had recognized the risk of delayed LARP implementation 
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even at fact-finding stage but had gone ahead with the optimistic view that the NHA could promptly 
implement the LARP by contractor’s mobilization.17 After the contract was awarded, the external 
monitoring agency (EMA) reported that payment of compensation to many affected persons is 
still outstanding, therefore ADB did not allow construction activities to start. ADB worked closely 
with the NHA to adopt a sectional approach for LARP implementation (para. 8).18 Prolonged LARP 
implementation was caused primarily by unavailable government funds to pay the affected 
persons and the NHA’s insufficient capacity to implement large-scale LARP. The time taken to 
complete the procedural requirements of the provincial government through the District Price 
Assessment Committee further delayed payment to the affected persons. Works started only after 
compliance with ADB’s Safeguard Policy Statement (2009). ADB issued notices to proceed in 
sections linked to LARP implementation. Sectional handing over of land also led to claims of idling 
resources by the contractor, which was partially paid from the loan proceeds.19 
 
17. During implementation, CWE had chronic shortage of working capital and its project team 
relied on the turnaround of the payments on the works completed and paid (including those of 
subcontractors), without any support from its head office. Ramping up the pace of progress was 
a continuous challenge, to the extent that termination of CWE’s contract was considered at one 
stage.20 This was further aggravated by weak work planning and management, largely because 
CWE did not have adequate skilled staff, despite repeated requests by ADB and the NHA during 
the progress review meetings for CWE to deploy them. CWE’s nonperformance, even with 
sufficient land to work uninterrupted, was a continuous challenge requiring concerted efforts and 
monitoring by ADB and the NHA. 
 
18. In summary, the key contributing factors of delay were (i) prolonged LARP implementation, 
(ii) the contractor’s below-target monthly performance because of chronic shortage of working 
capital and lack of support from the contractor’s head office, (iii) the contractor’s subletting to 
unapproved subcontractors with insufficient resources and competence, and (iv) poor project and 
site management.21 Appendix 6 shows the projected and actual implementation schedule and the 
chronology of events. 
 
F. Implementation Arrangements 
 
19. For the physical investment component, the NHA established a project management unit 
in Faisalabad. A general manager heads the PMU, which is managed by a project director with 
support from the supervision consultants. The PMU coordinated with NHA’s finance, environment, 
afforestation, land, and social divisions at the NHA headquarters in Islamabad. Approval 
mechanisms at the NHA headquarters for contract variations and extension requests proved to 
be cumbersome and lengthy, resulting in delays and cost implications. As an example, CWE’s 

                                                
17 ADB (CWRD). 2007. Fact-Finding Mission to Pakistan: National Trade Corridor Highway Investment Program. Back-

to-office report. 13 March (internal). 
18 ADB (CWRD). 2009. Review Mission to Pakistan: National Trade Corridor Highway Investment Program. Back-to-

office report. 7 May (internal). 
19 The contractor went into arbitration in 2016 at the International Chamber of Commerce in France for the remaining 

amount of this claim as well as other subsequent claims, which exceeded PKRs2.8 billion (to $23.7 million). 
Arbitration is still ongoing, and the NHA and/or the Government of Pakistan would have to bear the costs of the claim, 
should the decision be in the contractor’s favor, since the loan has been closed. 

20 ADB (CWRD). 2013. Review Mission to Pakistan: National Trade Corridor Highway Investment Program (Project-1). 
Back-to-office report. 30 January (internal). 

21 The contractor went into arbitration in 2016 at the International Chamber of Commerce in France for the remaining 
amount of this claim as well as other subsequent claims, which exceeded PKRs2.8 billion (to $23.7 million). 
Arbitration is still ongoing, and the NHA and/or the Government of Pakistan would have to bear the costs of the claim, 
should the decision be in the contractor’s favor, since the loan has been closed. 
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idle time claim, although decided in the contractor’s favor by the Dispute Board, was not paid by 
the NHA until ADB intervened; even then, only half of the claim was paid from loan funds, which 
later resulted in the matter being taken to arbitration by CWE. 
 
20. The NHA established a land acquisition and resettlement unit at the project office to handle 
all matters related to land acquisition, resettlement, and grievance redressal. The NHA also 
engaged an EMA to monitor LARP implementation and provide semiannual monitoring reports. 
The status of LARP payments is in Appendix 7. 
 
G. Consultant Recruitment and Procurement 
 
21. At appraisal, tranche 1 required about 71 person-months of international and 956 person-
months of national consulting services, but actual consulting services totaled 85.5 person-months 
from international and 1,162.5 person-months from national consultants. Mobilization of 
consultants to supervise the construction and civil works was expected to begin in July 2008 but 
the actual mobilization of supervision consultants (M/s Renardet S.A.) started on 12 February 
2010 to synchronize with the civil works contract. The performance of the supervision consultants 
remained satisfactory, and all experts were mobilized as required. The supervision consultants 
managed the works contracts, but had to seek approval for major decisions from the NHA and 
ADB, following the conditions of their works contract agreement and the loan agreement. The 
supervision consultants consistently guided the contractor and issued notices when required. 
 
22. NHA issued a procurement notice for works on 7 May 2007 and re-issued it on 18 January 
2009 because of packaging changes and adjustment in alignment.22 NHA advertised the notice 
in national and international newspapers and uploaded it on the websites of the NHA and 
Pakistan’s Public Procurement Regulatory Authority. With ADB’s concurrence, the consultants 
issued bidding documents to five pre-qualified firms through letters dated 20 March 2008, and 
received and opened bids on 4 May 2009. NHA awarded the contract to CWE on 3 December 
2009, at a contract price of PRs10,305,078,335.09. CWE’s bid price was 3.49% higher than the 
design estimate. CWE mobilized after the issuance of commencement on 25 February 2010, but 
its performance remained behind schedule (para. 17). Delay in LARP implementation (para. 23) 
pushed back the start of construction activities. Consequently, the disbursement projections were 
significantly different from those envisaged at appraisal. The chronology of main events is in 
Appendix 8. 
 
H. Safeguards 
 
23. The NHA prepared the draft LARP for the M-4 in 2007 during the processing and appraisal 
of the MFF and the tranche 1 project. Following the completion of the detailed design, the NHA 
finalized the LARP for the Faisalabad–Gojra section in 2009, had it approved by ADB prior to 
contract award, but did not substantially implement the LARP. ADB’s Safeguard Policy Statement 
stipulates that an implementation-ready LARP be approved by ADB prior to the contract award 
and assumes that the LARP will be satisfactorily implemented by the time the contractor 
mobilizes. Using the Safeguard Policy Statement’s provision that a sectional approach can be 
adopted on linear projects, ADB agreed in January 2011 to stagger LARP implementation in two 
sections to facilitate commencement of works. ADB allowed works in a 32 km section where LARP 
implementation was confirmed by the EMA, but put on hold civil works in the 26 km section where 
LARP implementation was in progress until the EMA confirmed full LARP implementation in 

                                                
22 ADB (CWRD). 2007. Consultation Mission to Pakistan: National Trade Corridor Highway Investment Program. Back-

to-office report. 13 December (internal). 
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August 2011. A similar approach was taken for interchanges where civil works were allowed to 
start in June 2014. The works contract did not contain a provision for partial handing over of the 
right-of-way, which led to the contractor’s claims of idling resources (para. 18). 
 
24. During the prolonged, but successful, LARP implementation, few unpaid affected persons 
were unable to claim compensation because of legal and administrative impediments, such as 
land co-sharing, land title disputes, absentee landowners, deceased landowners with pending 
land transfers to inheritors, land mortgaged to commercial banks, legal proceedings for review of 
offered compensation, and inadequate ownership documentation. As of this evaluation, the LARP 
is not fully implemented; and 14 affected persons remain unpaid because of the death of the 
entitled persons, or their failure to show up to collect compensation. ADB has advised NHA to 
maintain detailed documentation and deposit unpaid compensation in the Treasury for 
disbursement upon resolution of the legal and administrative issues. This experience shows the 
unforeseen factors encountered during LARP implementation by executing agencies. One 
positive outcome was that the NHA was able to build LARP implementation capacity, which led 
to a smoother process for subsequent projects. 
 
25. The project did not envisage any substantial impacts on gender. The PCR mission did not 
find any specific gender impacts that could be attributed to the project, other than improved access 
of the population in the area, including women, to tertiary health care and higher education in 
Faisalabad. General environmental conditions remained satisfactory, as safeguard compliances 
were being through the joint efforts of ADB, CWE, the NHA, and the supervision consultants. As 
required, ADB provided guidance to ensure that the NHA followed the site-specific environmental 
management plan. The NHA submitted semiannual environmental management reports for 
ADB’s endorsement and subsequent disclosure. 
 
I. Monitoring and Reporting 
 
26. The borrower complied with 60 out of 66 covenants in the loan agreement for the project. 
It partially complied with three covenants for the following reasons: 

(i) At completion, the NHA invited the Frontier Works Organization, a commercial 
engineering and construction arm of the Pakistan Army, to assume operation and 
maintenance of the motorway. Operational efficiency is already inherent in Frontier 
Works as it is the operation and maintenance contractor for adjacent sections of 
the operational M-1, M-2, and M-3 motorways. 

(ii) The NHA established a project management office, but proceedings of the 
investment program committee could not be found. 

(iii) The audited accounts of the project and the entity were delayed because of time-
consuming government processes (para. 27). 

 
27. The borrower did not comply with three covenants. For two of these covenants, an ADB 
mission in January 2015 had noted that the covenants were beyond NHA’s domain and were 
required to be discussed with the Ministry of Communications and/or the Economic Affairs 
Division. These covenants pertain to the NHA’s cash development loan (CDL) and its debt 
servicing; and the endorsement of the NHA’s business plan, 2007–2020 by the government, 
which was delayed and is currently being undertaken by ADB though CDTA cofinanced by the 
Department of International Development of the United Kingdom (DFID) under the PECP.23 The 
third covenant pertained to the qualifications to the 2006–2007 financial accounts as no 

                                                
23 ADB. 2015. Capacity Development Technical Assistance for Enabling Economic Corridors through Sustainable 

Transport Sector Development. Manila. 
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information could be found to rectify them. Appendix 9 provides the compliance details of the loan 
covenants. 
 
28. Monitoring and reporting arrangements of the project were satisfactory and were provided 
to ADB through the monthly progress reports prepared by the supervision consultants and 
endorsed by the NHA. End-of-project surveys, including traffic counts, have yet to be done, as 
the adjacent sections (Gojra–Khanewal) are still under construction. The audited project financial 
statements were generally submitted on time. However, the audited entity financial statements 
were delayed because the audit is carried out after the close of the fiscal year, and thereafter the 
audited financial statement is cleared by the NHA’s Executive Board for disclosing to development 
partners. No weaknesses were identified in the NHA’s institutional arrangements for financial 
management. 
 

III. EVALUATION OF PERFORMANCE 
A. Relevance 
 
29. The project is rated relevant. The project outcome at appraisal of the efficiency gains for 
road traffic operations along the NTC was responsive to national road development plans and 
consistent with ADB’s country partnership strategy, 2009–2013 for Pakistan and the transport 
sector road map.24 The MFF modality selected for the intervention was the right choice at 
appraisal as it included not just the investment in physical infrastructure, but also the institutional 
development and policy reforms required to efficiently manage large road infrastructure. There 
was no duplication of the candidate projects with other development partners. The physical 
investment envisaged the construction, over the 10-year MFF period, of 346 km of access-
controlled and partial access-controlled expressways, covering 184 km of the Faisalabad–
Khanewal Expressway, 54 km of the Peshawar–Torkham Expressway, and 108 km of the 
Hasanabdal–Havelian–Mansehra Expressway. This makes the investment consistent with and 
responsive to the country’s development needs. The institutional strengthening component was 
designed to complement the physical investment component allowing long-term constructive 
engagement with the NHA for continuing the dialogue on physical investments and nonphysical 
institutional and policy reforms in the design of ensuing projects. This continued dialogue resulted 
in a comprehensive policy reforms and institutional development program under the PECP 
(footnote 13). Thus, the planned nonphysical interventions were relevant at appraisal and remain 
relevant, despite not being realized under the same project. 
 
30. The reduction in scope of the MFF and tranche 1 was unavoidable because of (i) the 
security condition and ongoing military operation at that time (Peshawar–Torkham Expressway); 
and (ii) delayed LARP implementation of M-4 sections 2 and 3 (Gojra–Shorkot–Khanewal), which 
are currently under implementation through ADB, Asian Infrastructure Investment Bank, and DFID 
cofinancing.25 The DMF at appraisal was optimistic but consistent with the intended outputs. It 
was revised accordingly upon reduction of the outputs (para. 3), but the impact indicator of the 
revised DMF overstated the increase in Punjab’s GDP from $36 billion (2007 estimate) to $75 
billion given the project outputs. A more relevant and less lofty indicator should have been 
considered for the impact. Upon completion of the revised project outcome, part of the country’s 
development priorities and a key part of ADB’s country partnership strategy were achieved. Even 

                                                
24 ADB. 2009. Country Partnership Strategy: Pakistan, 2009–2013. Manila. 
25 ADB. 2015. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Administration of Grant to the Islamic Republic of Pakistan for the National Motorway M-4 Gojra–Shorkot Section 
Project. Manila; and ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed 
Loan for Additional Financing and Administration of Loan and Grant for Additional Financing to the Islamic Republic 
of Pakistan for the National Motorway M-4 Gojra–Shorkot–Khanewal Section Project. Manila. 
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with the reduced scope, the design of the project remained relevant as the remaining segments 
of the M-4 remained on high priority of the government and were subsequently financed under 
ADB loans and are currently under implementation. This section of the motorway forms an integral 
part of the national investment program, the PECP, and regional trade corridors such as CAREC 
and the China-Pakistan Economic Corridor, providing a safer high-speed access-controlled 
facility that will boost domestic and regional transit trade once the two other segments of the M-4 
(Gojra–Shorkot–Khanewal) and package 3 (Sarai Saleh–Havelian) of E-35 are completed in 
2018. In addition, in June 2018, the World Bank approved financing for the Peshawar–Torkham 
Expressway (E-1) under the Khyber Pass Economic Corridor Project to be implemented during 
2018–2024.26 The outputs envisaged at appraisal would thus be completed, although not from 
the project. 
 
B. Effectiveness 
 
31. The project is rated effective. The output was fully achieved for the physical investment 
as construction of the 58.2 km section of the motorway was completed within budget, in 
compliance with required technical specifications, and with an average international roughness 
index of 1.4 meters/km. The output under the institutional strengthening component of the NHA 
business plan was not achieved but is currently being prepared under the CDTA (para 9) for 
completion by the end of 2018. The revised DMF specified efficiency gains for traffic operation 
along the Faisalabad–Khanewal section as the outcome. The first outcome indicator of daily traffic 
reaching 4,000 vehicles per day by 2018 is not yet achieved, as the daily traffic, based on data 
from toll income collected at various toll locations, is about 3,000 vehicles per day.27 However, it 
would increase significantly upon completion of the remaining two sections form Gojra to Shorkot 
(expected in October 2018) and Shorkot to Khanewal (expected in December 2018). The second 
outcome indicator of reduced travel time was partially achieved as it now takes an average 36 
minutes to travel the 58.2 km between Faisalabad and Gojra, which is half the time it takes on 
parallel district and provincial roads. Travel time between Faisalabad and Khanewal cannot be 
measured until the completion of the remaining Gojra–Shorkot and Shorkot–Khanewal sections. 
The third outcome indicator of reduced freight cost could only be measured after completion of 
the adjacent sections. The fourth outcome indicator of reducing the deficit of NHA’s road 
maintenance cost from 40% to 30% is not achieved because of a years-long maintenance 
backlog, which ADB aims to address in the proposed Sustainable National Highway Rehabilitation 
and Improvement Project planned for ADB Board consideration in 2018. The proposed project 
targets to bring the maintenance deficit down to 30%. The fifth indicator of reducing the accident 
rate from 5 per 100,000 population in 2006 to 3 in 2018 is not measurable and also cannot be 
attributed to this project. However, given that the facility is access controlled and fast-moving 
traffic is not impeded by animal carts, motorcycles, rickshaws, and slow-moving overloaded 
trucks, the frequency of accidents is likely to be reduced, although increased speeds may 
increase their average severity. No record of data was available to establish a meaningful 
estimate of this indicator.28 The LARP was implemented successfully (para. 24), as was the site-
specific environmental management plan. 
 

                                                
26 World Bank. Khyber Pass Economic Corridor Project. http://projects.worldbank.org/P159577?lang=en. 
27 No traffic survey was carried out since this section was opened to traffic. Daily traffic numbers are derived from 

imperfect data (toll revenue collected) and a minimum of 3,000 vehicles per day is used for calculations. 
28 Any reduction in the accident rate could also be a product of other government initiatives, rather than just the project. 

The Government of Punjab, for instance, established the 1122 rescue service with high-speed ambulances, which 
are predominantly in the urban centers. 
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C. Efficiency 
 
32. The project is rated efficient. Section 1 of the M-4 motorway was never intended to be a 
distinct project and was not appraised separately during project preparation. It cannot be 
reevaluated either economically or in transport planning terms until sections 2 and 3 are 
completed later in 2018. As such, the economic reevaluation considered the likely future traffic 
that will be attracted to the M-4 motorway following its full completion, targeted by end of 2018, 
and calculated the costs and benefits accruing to the Faisalabad–Gojra section constructed by 
the project. The method and assumptions are explained in Appendix 10. The results of the 
reevaluation are summarized in Table 2. 
 

Table 2: Economic Efficiency at Completion  
 

Indicator Value 
Economic internal rate of return (%) 12.8 
Net present value (PRs million – 2018 prices) 1,133 
Benefit–cost ratio 1.09 
Source: Asian Development Bank estimates. 

 
33. The project at completion yields an economic internal rate of return (EIRR) of 12.8%, 
higher than the social discount rate of 12% applicable at the time of the project’s original appraisal 
in 2007.29 There is no direct comparison for the results shown above with that at appraisal, 
because the expected EIRR at appraisal of 15.4% related to the M-4 as a whole. 
 
34. In summary, due to efforts by NHA and ADB to restructure the original project (thereby 
reducing premature financial outlay), and to complete the M-4 through alternative means as 
explained in footnote 9, the economic efficiency of the project and the M-4 as a whole have been 
preserved. Nevertheless, traffic volume should be reviewed at least 3 months after completion of 
the whole motorway and it being open to traffic. 
 
D. Sustainability 
 
35. The project is rated likely sustainable. Maintenance of the entire national highway and 
motorway network is financed off-budget through the Road Maintenance Account under the 
NHA’s control and funded 70%–75% from toll revenues. The NHA’s annual maintenance needs 
are allocated under the annual maintenance plan, using HDM430 analysis to prioritize funds. The 
annual maintenance plan for 2017–2018 costs PRs27.26 billion, an increase of 28% from the 
previous period. The total length of the road network in poor or very poor condition fell from 50% 
in 2014-15 to 30% in 2017–2018. Other revenue sources include a share of fines collected by the 
National Highway and Motorway Police, government grants, rentals for use of the right-of-way 
and highway access, and roadside advertising. The NHA is continuously making efforts to 
increase revenue from these sources. Additionally, toll rates are reviewed periodically as per the 
NHA Tolling Policy to adjust for factors such as inflation and traffic growth.31 Introducing 
modernized electronic tolling systems on the national highways to reduce operational costs and 
provide convenience to motorists is also planned. 
 
36. The maintenance needs of the motorways are prioritized by the NHA, and they are 
increasingly being passed to toll concessionaires under agreements that stipulate maintenance 

                                                
29 Current project appraisals by and for ADB in Pakistan use a discount rate of 9%. 
30 Highway development and maintenance management system http://www.hdmglobal.com/ 
31 Government of Pakistan, National Highway Authority. 2010. NHA Tolling Policy. Islamabad. 
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standards. The NHA commenced procurement for eight public–private partnership projects in 
2017; on completion, the projects would put 1,112 km of motorway under concession agreements. 
In addition, ADB and the NHA are preparing the Sustainable National Highway Rehabilitation and 
Improvement Project, which is planned for ADB Board consideration in 2018. The project will 
rehabilitate key sections of the National Highway N-5 and covenant the government and the NHA 
to take measures to address the damaging effects of unrestricted axle loads on national highways. 
Upon completion of this proposed project, the national highway network would be improved to 
maintainable standards, enabling the NHA to achieve financial sustainability. Enforcing axle load 
limits on national and provincial highways would also remove an important constraint to attracting 
more heavy vehicles off those roads and onto motorways, where such limits are already enforced. 
 
E. Development Impact 
 
37. The development impact is rated satisfactory. Based on the revised DMF, the project’s 
intended impact was to increase Punjab’s GDP from $36 billion (2007 estimate) to $75 billion by 
2018. A more relevant and less lofty indicator should have been considered as it is difficult to 
establish a causal link between the project and GDP growth. Nonetheless, the current economic 
trend indicates Punjab’s continuously increasing share of the national GDP (54% in FY2015–
FY2016).32 Visible signs of the project’s contribution are reduced travel time, vehicle operating 
cost savings, and lower road fatalities in the short distance between Faisalabad and Gojra. Along 
with other positive developments, these contributed to economic growth in the region. 
Communities’ access to better health and education facilities and farm to market connectivity 
likewise have a positive impact on economic growth. Appendix 11 shows the project’s contribution 
to the ADB results framework. 
 
F. Performance of the Borrower and the Executing Agency 
 
38. The performance of the borrower and the executing agency are rated satisfactory. The 
NHA demonstrated adequate procurement capacity and effective management at the project 
level, although decisions were delayed at its head office (para. 19). Financial management was 
efficient and submission of withdrawal applications to ADB was on time. Acknowledging its lack 
of capacity in LARP implementation, the NHA followed ADB’s advice and recruited social 
safeguard management consultants. The delay in land acquisition cannot only be attributed to the 
NHA’s performance as land acquisition is the responsibility of the provincial revenue department, 
with which the NHA had established a coordination mechanism for the project. This mechanism 
did not prove effective because of the provincial revenue department’s competing priorities. The 
NHA’s performance is rated satisfactory as it recognized its challenges in implementing the LARP 
with the provincial revenue department and worked proactively with ADB to overcome them. In 
the process, the NHA built the capacity of its staff, which was demonstrated in the prompt 
implementation of the LARP in subsequent ADB-financed projects. Counterpart funding was 
adequate and was included in the government’s annual Public Sector Development Program.33 
The release of counterpart funding was sometimes delayed, but it did not have an adverse impact 
on the contractor’s cash flow. Resolving the CDL, a key outstanding issue of many years, is still 
ongoing, and the NHA has remained in dialogue with the Ministry of Finance and the Ministry of 
Communications. The Ministry of Finance has agreed in principle to convert the CDL to a 

                                                
32 Government of Punjab, Bureau of Statistics. http://bos.gop.pk 
33 Government of Pakistan, Planning Commission. Public Sector Development Program. 

https://www.pc.gov.pk/web/psdp 
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government equity or grant for which the modalities are being worked out.34 Loan effectivity was 
achieved within 1 month of loan signing, which is within the normal 3 months’ time for ADB loans. 
 
G. Performance of the Asian Development Bank 
 
39. ADB’s performance is rated satisfactory. While ADB prepared an ambitious MFF and 
tranche 1 loan, it realized its overestimation of the NHA’s capacity to implement a LARP complaint 
with ADB policies and guidelines on a greenfield mega project. The ADB project team reassessed 
the situation and revised the project through a major scope change. It then assisted the NHA in 
overcoming challenges and issues encountered during the implementation stages by fielding 
frequent missions, engaging expert inputs, and seeking high-level interventions in taking prompt 
actions. It also provided the NHA with resources for LARP preparation and implementation 
through a staff consultant. ADB acted as a development partner when it assisted the NHA in 
overcoming implementation challenges, especially when there were several chances for the 
project to collapse because of the persistent slow performance of the contractor. Thus, project 
outputs were delivered in compliance with ADB policies and procedures, and ADB’s perseverance 
was instrumental in overcoming challenges to getting the road built. ADB also provided training 
to build NHA staff capacity on social safeguards and environmental safeguards management. 
 
H. Overall Assessment 
 
40. The overall assessment of the project is successful based on being relevant, effective, 
efficient, and likely sustainable, through the successful completion of the 58.2 km segment of the 
motorway despite multiple implementation challenges. 
 

Table 4: Overall Ratings 
 

Criteria Rating 
Relevance Relevant 
Effectiveness Effective 
Efficiency Efficient 
Sustainability Likely sustainable 
Overall Assessment Successful 
Development impact Satisfactory 
Borrower and executing agency Satisfactory 
Performance of ADB Satisfactory 
Source: Asian Development Bank. 

 
IV. ISSUES, LESSONS, AND RECOMMENDATIONS 

 
A. Issues and Lessons 
 
41. Implementation issues. This project was under the second MFF to be processed in 
Pakistan’s transport sector, at a time where ADB was still piloting the use of this modality. The 
government was also in early stages of understanding MFF implementation procedures. The MFF 
tranche 1 of $545 million for 218 km of new alignment and/or greenfield projects, including 34 km 
in an area plagued by terrorism was ambitious in design, as securing project readiness in 1 year 
between loan negotiation and loan signing was improbable. This was modified through a reduction 
in scope, taking a pragmatic view of the implementation challenges and hurdles, including security 

                                                
34 ADB (CWRD). 2018. Fact-Finding Mission to Pakistan: Proposed MFF CAREC Corridors Development Investment 

Program – Tranche 2. Back-to-office report. 28 May. (internal). 
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and institutional capacity constraints. Overall, the project output was delivered with some delay. 
The Gojra–Shorkot–Khanewal section of the M-4 was also subsequently taken up through ADB 
loans and is likely to be completed within 2018. Thus, the outcome of the project envisaged at 
appraisal will still be achieved, although outside the MFF envelope. From a project management 
and contract administration aspect, the (i) provisions of the contract agreement should be 
implemented strictly to control unapproved subcontracting and (ii) the availability of adequate 
working capital with the contractor’s project team needs to be ensured by involving the contractor 
firm’s head offices. The NHA needs to make sure that the contract’s conditions are respected, 
and the decisions are taken and implemented timely. 
 
42. Social safeguards. As explained in para. 23, the stipulation of ADB’s Safeguard Policy 
Statement for greenfield projects should be considered flexibly under the practice advisories.35 
ADB learned from the challenges involved in implementing its policies on a project involving 
multiple agencies, both federal and provincial, in the land acquisition process. Future project 
designs could consider a pragmatic approach on complexities explained in para. 24 at the early 
stages of land acquisition, specifically at the time of issuing the notice to proceed to the executing 
agency. In parallel, the Safeguard Policy Statement has provisions to use simplified payment 
procedures, which could be incorporated in the LARPs, particularly for disbursing small amounts. 
Construction contracts should be structured to capture section-wise LARP implementation and 
enable smoother implementation of the works contracts. 
 
43. Quality at entry. The project was not ready in terms of LARP implementation. Awarding 
a contract at such a stage was premature and was one of the reasons for subsequent delays and 
possible claims. The borrower and the executing agencies need to comply with ADB processes 
and procedures to prevent start-up delays and ensure smoother implementation. 
 
44. The institutional strengthening component could have been better designed through a 
more intensive consultation process that considered the country’s context for readiness to 
change. There was incomplete understanding of the benefits of these components among 
stakeholders; delays and non-approvals of the proposed interventions indicate lack of ownership 
of, and incentives for undertaking policy reforms and institutional strengthening. Realization of the 
need came later, mostly owing to ADB’s relentless engagement and dialogue. 
 
B. Recommendations 
 
45. The ADB project team should follow up with the NHA to ensure that any remaining unpaid 
affected persons are paid within a modality and period agreed with the government. NHA staff 
capacity should be retained and passed on to other staff to ensure that LARP preparation and 
implementation for future projects is done with minimum delay. 
 
46. As mentioned in para. 19, NHA delayed decisions on contractual matters such as time 
extensions, approval of variation orders, and implementation of the engineer’s determination and 
Dispute Board decisions, which could have had serious financial implications for the project and 
costs. The contractor’s cash flow problem could have been alleviated had the NHA implemented 
timely the Dispute Board’s decision to pay the contractor’s idle time claim. For future loans, ADB 
may consider a covenant to this effect in the loan agreement. 
 

                                                
35 ADB. 2012. Involuntary Resettlement Safeguards: A Planning and Implementation Good Practice Sourcebook—

Draft Working Document 2012. Manila. 
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47. Future monitoring. Since the project was designed as part of a larger project, the 
outcomes in the DMF should be monitored and reevaluated after the completion of all sections of 
the M-4, i.e., Faisalabad–Gojra–Shorkot–Khanewal. At that time, surveys should be conducted 
by the NHA to measure the impacts of the project. 
 
48. Covenants. The borrower did not comply with loan covenant related to the NHA’s CDL. 
As explained in para. 26, the Ministry of Finance has principally agreed to convert the CDL into 
government equity or grant, for which the modalities are being worked out. The NHA submitted a 
working paper in May 2018 to the committee comprising secretaries of the finance and 
communications ministries for conversion of the CDL into government equity or grant. This 
covenant, in modified form, has been included once again as a condition for processing 
subsequent tranches under the MFF for the Central Asia Regional Economic Cooperation 
Corridor Development Investment Program.36 ADB should continue to follow up on this and 
closely monitor the progress. 
 
49. Timely releases of counterpart funding, particularly for civil works, is important as delayed 
disbursements could have an adverse impact on the contractor’s cash flow. Loan covenants on 
counterpart funding should be kept in current form for future loans as they ensure that counterpart 
financing remains available during project implementation. As explained in para. 27, the time 
stipulated for the covenant on the submission of the audited financial statements for the project 
and entity should be increased to enable the NHA’s internal processes to be completed without 
delaying submission. 
 
50. Further action or follow-up. The policy reforms and institutional strengthening of the 
NHA and the resolution of the CDL remain key areas that require government focus to ensure the 
sustainability of the NHA as a future-proofed entity. In addition, (i) preservation of the built road 
asset through control of overloading is necessary to reduce the recurring cost of maintaining the 
network and (ii) optimization of revenue generated through toll incomes for maintenance is 
necessary for the NHA to become sustainable. 
 
51. Timing of the project performance evaluation report. ADB’s Independent Evaluation 
Department should carry out a performance evaluation in mid-2020 after the completion of all 
sections of the M-4, i.e., Faisalabad–Gojra–Shorkot–Khanewal, and their opening to traffic. 

                                                
36 ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 

Financing Facility to the Islamic Republic of Pakistan for the Central Asia Regional Economic Cooperation Corridor 
Development Investment Program. Framework Financing Agreement, Schedule 6, para. 7 (accessible from the list 
of linked documents in Appendix 2). Manila. 
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NTCHIP SCOPE, COSTS, AND FINANCIER 
 

Number Section Financed BY Kms Cost 
(Pak Rps mil) 

$Million 

E-1 Torkham-Peshawar ADB 51 11,040 184 
 Section II ADB/MFF1 17 5,400 90 
 Section I ADB/MFF2 34 5,640 94 
E-2 Peshawar Northern 

Bypass 
ADB/MFF2 34 3,078 51 

M4 Faisalabad-Khanewal ADB/MFF2 184 22,000 367 
E-6 Sukkur-Shikarpur-

Ratodero-Dadu- 
ADB/MFF2 231 6,450 108 

M-7 Dadu-Dureji-Hub ADB/MFF2 270 18,000 300 
N-35 Hasanabdal-Havelian ADB/MFF2 50 9,000 150 
N-35 Havellian-Manshera ADB/MFF1 47 9,000 150 
 Sub Total (ADB)  867 78,568 1,309 
M-1 Peshawar-Islamabad Government 154 Partly Completed - 
M-2 Islamabad-Pindi Bhattian Government 243 Completed - 
M-3 Pindi Bhattian – 

Faisalabad  
Government 54 Completed - 

N-85 Hosab-Basima-Sorab Government 454 14,100 235 
N-30 Basima-Khuzdar Government 110 4,400 73 
M-8 Khuzdar-Rotadero Government 242 4,000 67 
N-55 Dadu-Ratodero 

(Fence+Service Road 
Government  3,750 63 

 Subtotal (Government)  1,257 26,250 438 
E-5 Khanewal-Lodhram WB 100 13,500 225 
E-5 Gujranwala-Dina WB 100 7,150 119 
E-3 Kot Sawar-Hafizabad-

Wazirabad 
WB 100 13,500 225 

 4 Bridges over River 
Indus 

WB  13,766 229 

N-5 Lodhran-Sukkur WB 385 27,000 450 
 Subtotal (WB)  685 74,916 1,249 
E-6 Raodero-Dadu JBIC 150 9,257 154 
N-35 Railkot-Khunjrab PRC 335 30,625 510 
 Subtotal(Bi-lateral)  505 39,882 665 
N-35 Mansehra-Sazin Government 

(WAPDA) 
254 8,900 148 

N-35 Sazin-Raikot Government 
(WAPDA) 

120 14,000 233 

 Subtotal (WAPDA)  374 22,900 382 
 Total  3,688 242,516 4,042 

ADB=Asian Development Bank, IDC=interest during construction, JBIC= Japan Bank for International Cooperation, 
PRC=People's Republic of China, MFF=multi-tranche financing facility, WB=World Bank, Water and Power 
Development Authority = WAPDA. 
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DESIGN AND MONITORING FRAMEWORK 
 
 
Design Summary 

Performance Indicators and 
Targets Project Achievements 

 
Impact 

Increased economic 
growth in Punjab 
Province. 

 
By 2018: 
Increased Punjab’s gross domestic 
product from $36 billion 
(2007 estimate) to $75 
Billion 

 

Outcome 

Efficiency gain for road 
traffic operation along 
Faisalabad-Khanewal 
 

By 2018: 
Faisalabad-Gojra daily traffic 
reaches 4,000 vehicles per day 
 
 
 
 
 
 
 
 
 
 
 
 
Reduced average travel time from 
Faisalabad to Khanewal from 2 
hours (2006) to 1 hour. 
 
 
 
 
 
 
Reduced transport cost for freight 
from 7% of total cost (2006) to 5%. 
 
 
 
Deficit on road maintenance cost 
reduced from 40% (2006) to 30%. 
 
 
 
Fatality rate. Accident rate in 
Punjab reduced from 5 to 3 per 
100,000                                                

 
Not yet achieved: Faisalabad-Gojra daily 
traffic vehicles per day is uncertain. A 
conservative estimate of 3,000 vehicles 
per day has been used in the re-
evaluation, as opposed to appraisal 
estimate of 4,000 vehicles per day, 
which is expected to increase upon 
completion of the remaining two 
sections of M-4, i.e. Gojra-Shorkot (Loan 
3300-PAK) and Shorkot-Khanewal 
(Loan 3395-PAK), which is expected in 
October and December 2018, 
respectively.   
 
Achieved: Average travel time from 
Faisalabad to Gojra using the completed 
Faisalabad-Gojra section of M-4 is 36 
minutes, while the reduction in travel 
time from Faisalabad to Khanewal 
cannot be determined until the 
remaining 2 sections are completed and 
opened to traffic. 
 
Unmeasured: Transport cost for freight 
cannot be established until the 
remaining two sections of M-4 are 
completed and opened to traffic.  
 
Not achieved: Road maintenance cost 
deficit could not be reduced to 30% 
because of maintenance backlog 
created over the years.1 
 
Unmeasured: No record of data was 
available to establish a meaningful 

estimate of this indicator2  
 
 
 

                                                
1 NHA, Annual Maintenance Plan, 2016 
2 Government of the Punjab had also established the 1122 Rescue Service with high-speed ambulances, which are     
  predominantly working in the urban centers. The DMF specified a reduction from 5 in 100,000 in 2006 to 3 in 100,000   
  in 2018. Reduction, if any has occurred, would also be a product of other initiatives of the government, rather than   
  just the project.  
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Design Summary 

Performance Indicators and 
Targets Project Achievements 

Outputs 
 

1. 60-km motorway 
between Faisalabad 
and Gojra 
constructed and 
operational. 

 

 

 
By 31 December 2014, the road 
constructed within the budget and 
meeting technical specifications 
with pavement international 
roughness index of less than 4 
m/km. 

 

 
Achieved: On 28 March 2014, ADB 
extended the loan closing date to 31 
March 2015 for the contractor to 
complete the motorway in its entirety 
including the interchanges. 
 

Construction of 58.2 KM motorway with 
3 interchanges, 11 bridges, 19 
underpasses, 8 box culverts, 189 pipe 
culverts, 42 water course culverts, 30 
subways, 6 animal crossings, 4 utility 
gas culverts, and 1 oil refinery pipeline 
culvert constructed by 30 Jan 2015. 
 
The section was opened to traffic on 16 
March 2015.  

 
Average IRI upon completion of the road 
section was 1.4 m/km. 
 

2. NTC Highway 
Business Plan 
endorsed by the 
Government 

The plan agreed by stakeholders 
 

Not achieved: The NTC highway 
business plan is being prepared under a 
subsequent TA grant and is currently in 
early stages of preparation by the 
Consultants. 

ADB = Asian Development Bank, km = kilometer, NHA = National Highway Authority, NTC = National Trade 
Corridor. 
Source: Asian Development Bank 
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VARIATION ORDERS 
 

Variation 
Order 
(VO) 

Number 

Particular Cost effect of 
Variation 

(PRs) 

Cost effect of 
Variation 

(USD) 

Percent Revised Contract 
Amount PRs 

(Original Contract 
Amount: 

57,0184,309) 

Revised Contract 
Amount USD 

(Original Contract 
Amount: 

1,883,765) 
VO 1 Appointment of Contract 

Manager (Local) 
11,297,872 
 

Nill PRs: 1.98% 
USD: Nill 

581,482,181 1,883,765 

VO 2 Appointment of Senior Office 
Manager and Office 
Manager-II 

7,085,106 
 

Nill PRs: 1.24%  
USD: Nill 

588,567,287 
 

1,883,765 

VO 3 Design Structures 24,432,941 
 

Nill PRs: 7.3%   
USD: Nill 

613,000,228 
 

1,883,765 

VO 4 Extension of Man Months of 
Environmental and 
Resettlement Engineers till 
the completion of 
Consultancy Contract. 

11,394,617 
 

Nill PRs: 2.03%  
USD: Nill 

624,394,845 
 

1,883,765 

VO 5 Cost of new 
design and design review 
including vetting of NHA's 
new design. 
 

4,481,353 
 

Nill PRs: 0.7%  
USD: Nill 

628,876,198 
 

1,883,765 

VO 6 
 

Consultant’s extension of 
time/ 
Revised contingency amount  

38,021,032 
 

133,748 
 

PRs: 6.67% 
USD: 7.10$ 
 

666,897,230 
 

2,017,513 
 

VO 7 Consultant’s extension of 
time and final VO in the 
contract 

-5,473,053 
 

269,885 
 

PRs: -0.96% 
USD: 14.33% 

661,424,177* 
 

2,287,398* 
 

* Total increase in contract was respectively PRs 91,239,868 (16%) and USD 403,633 (21,42%)  
Source: NHA. 2015. Completion Report, Construction of Four Lane Faisalabad-Khanewal Project (E-4) 184 Km Section -1: Faisalabad-Gojra Section (58 Km) (MFF-
002), NTCHIP, Loan No 2400-PAK.   
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Civil Work / Contractor: 
  

Variation 
Order 
(VO) 

Number 

Particular Cost effect of 
Variation 

(PRs) 

Percent Revised Contract Amount 
PKR  

(Original Contract Amount: 
10,305,078,335) 

VO 1 Variation in Quantities due to Revision in 
Profile 

PRs: -15,806,256 - 0.15% 10,289,272,079 

VO 2 Variation in Quantities due to variations at site PRs: -303,718,792 - 2.95% 9,985,553,287  
VO 3 Final Quantities at Completion of the Project PRs: -694,087,449 - 6.73% 9,291,465,838 

* Total decrease in contract was PRs-1,013,612,497(-9.83%)  
Source: NHA 
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DISBURSEMENT OF ADB LOAN PROCEEDS 
 

Figure A4.1: Annual and Cumulative Disbursement of ADB Loan Proceeds 
($ million) 

 Annual Disbursement  Cumulative Disbursement  

Year 
Amount 
($ million) % of Total  

Amount 
($ million) % of Total  

2009 11.52 9.11  11.52 9.11  
2010 1.05 0.83  12.57 9.94  
2011 8.20 6.49  20.77 16.43  
2012 30.99 24.51  51.76 40.94  
2013 37.85 29.94  89.61 70.87  
2014 30.24 23.92  119.85 94.79  
2015 6.59 5.21  126.44 100.00  
Total 126.44 100.0%     

ADB = Asian Development Bank. 
Source: Asian Development Bank. 

 
Figure A4.2: Projection and Cumulative Disbursement of ADB Loan Proceeds 

($ million) 

 
 

1. ADB. 2008. Major Change in Project Scope. Loan No.2400-PAK: National Trade Corridor Highway Investment 
Program – Tranche 1 Project. Memorandum. 7 November (internal). 

2. ADB. 2014. Partial cancelation and reallocation of loan proceeds. Loan No.2400-PAK: National Trade Corridor 
Highway Investment Program – Tranche 1 Project. Memorandum. 18 December (internal). 

3. ADB. 2015. Cancellation of Undisbursed Loan Funds and Closing of Loan Account. Loan No.2400-PAK: National 
Trade Corridor Highway Investment Program – Tranche 1 Project. Memorandum. 12 August (external). 
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CONTRACT AWARDS OF ADB LOAN PROCEEDS 
 

Figure A5.1: Annual and Cumulative Contract Awards of ADB Loan Proceeds 
($ million) 

 
 Annual Contract Awards  Cumulative Contract Awards  

Yeara 
Amount 
($ million) % of Total  

Amount 
($ million) % of Total  

2009 118.46 95.26  118.46 95.26  
2010 5.89 4.74  124.35 100.00  
2011 0.00 0.00  124.35 100.00  
2012 0.00 0.00  124.35 100.00  
2013 0.00 0.00  124.35 100.00  
2014 0.00 0.00  124.35 100.00  
2015 0.00 0.00  124.35 100.00  
Total 124.35 100.0%     

ADB = Asian Development Bank. 
Source: Asian Development Bank. 
 
 

Figure A5.2: Projection and Cumulative Contract Awards of ADB Loan Proceeds 
($ million) 

 

 
 

1. ADB. 2008. Major Change in Project Scope. Loan No.2400-PAK: National Trade Corridor Highway Investment 
Program – Tranche 1 Project. Memorandum. 7 November (internal). 

2. ADB. 2014. Partial cancelation and reallocation of loan proceeds. Loan No.2400-PAK: National Trade Corridor 
Highway Investment Program – Tranche 1 Project. Memorandum. 18 December (internal). 

3. ADB. 2015. Cancellation of Undisbursed Loan Funds and Closing of Loan Account. Loan No.2400-PAK: National 
Trade Corridor Highway Investment Program – Tranche 1 Project. Memorandum. 12 August (external). 
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IMPLEMENTATION SCHEDULE 
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Land acquisition and resettlement 

                                        

                     

Supervision consultant selection 

                                        

                    

 
Civil works procurement 

                                        

                    

 
Civil works / construction 

                                        

                    

 
Consultant and support component 

                                        

                    

Note: H1 – First half of the calendar year, H2 – Second half of the calendar year. 
Source: Asian Development Bank and National Highway Authority  
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STATUS OF LARP PAYMENT 
(Row and Interchanges) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Impact Land (Acre) Amount (Million) DPs Nos. 

Land 

1,416.71 

1263.704 4391 

Structures 43.499 151 

Trees 38.093 694 

Crops 40.585 789 

Livelihood Allowance 2.432 167 

Transport Allowance 0.775 168 

Vulnerable Allowance 1.36 161 

Business losses Allowance 2.066 162 

Severely Affected Allowance 38.36 4391 

Additional Crops 13.69 789 

Grand Total 1,416.71 1,444.56 4,391.00 

Land Acquisition Period January-2007 to December, 2013 
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CHRONOLOGY OF MAIN EVENTS 
 
Date Event 
15–18 Aug 2006 Consultation Mission 
8–16 Feb 2007 Reconnaissance Mission 
13–31 Mar 2007 Fact-Finding Mission 
8–19 May 2007 Pre-Appraisal Mission 
11–12 Oct 2007 Loan Negotiations between ADB and GOP 
7 Nov 2007 
17 Dec 2007 

Major change in scope 
Date of Board Approval 

3 Dec 2008 Signing of Loan Agreement between ADB & GOP 
22 Dec 2008 Date of Loan Effectiveness 
Nov 2009 Approval of LARP by ADB 
3 Dec 2009 Award of Civil Works to contractor by NHA 
Dec 2009 Release of Mob Advance to the Contractor 
25 Feb 2010 Letter of Commencement issued by Engineer 

2 Jul 2010 
ADB issued Notice to Proceed only for clearing and grubbing for 23.6 
KMs (Km 34+600 to Km 58+200) 

27 Jan 2011 ADB mission visited the Project.  

29 Jan 2011 
ADB issued Notice to Proceed for works in 23.6 KMs (Km 34+600 to 
Km 58+200) 

17–18 Aug 2011 Site visit by ADB Mission 

18 Aug 2011 
ADB issued Notice to Proceed for works in the balance 34.6 KMs (Km 
00 to 34+600)  

20–21 Oct 2011 Site visit by ADB Mission 
12–13 Jan 2012 Site visit by ADB Mission 
23–25 Apr 2012 Site visit by ADB Mission 
18 May 2012 Site visit by ADB Mission 
13–14 Jul 2012 Site visit by ADB Mission 
12–13 Oct 2012 Site visit by ADB Mission 
2–3 Feb 2013 Site visit by ADB Mission 
12 Apr 2013 ADB Mission visited M4 site office. 
2–3 Oct 2013 Site visit by ADB Mission 
16 Jan 2014 ADB environment officials visited site office 
26–27 Feb 2014 Site visit by ADB Mission 
Apr 2014 ADB issued Notice to Proceed for Interchanges 
11–12 Jun 2014 Site visit by ADB Mission 
15–16 Jul 2014 Site visit by ADB Mission 
1–2 Oct 2014 Site visit by ADB Mission 
11 Nov 2014 Site visit by ADB Mission 
12 Jan 2015 Environmental staff/officials of ADB visited site  
19–20 Jan 2015 ADB Project Officer visited office  
30 Jan 2015 Taking Over Certificate issued 

16 Mar 2015 
Inauguration ceremony of M4 Package-I by Prime Minister of Pakistan 
at Gojra Interchange, ADB Mission participated in the ceremony 

2 Jun 2016 Performance Certificate issued by the Engineer  
25 Jun–4 Jul 2018 Project Completion Review 
Source: Asian Development Bank
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STATUS OF COMPLIANCE WITH LOAN COVENANTS 
LOAN 2400 

 
 
Covenant 

Reference in Loan / 
Project Agreement 

 
Status of Compliance 

Financial Covenants 
To ensure long-term financial sustainability of NHA, 
the Borrower shall take actions necessary to resolve 
NHA's accumulated cash development loans by 
converting the debt to equity and/or grant or entering 
into alternative financial arrangements. 

Loan Agreement, 
Schedule 5, Para 4 

Not Complied. 
 
Discussions between 
NHA and MoF are 
ongoing 

NHA shall submit to the Government a 5-year 
business plan, including a financial plan, investment 
plan, and budget. Borrower to endorse by 31 March 
2009. 

Loan Agreement, 
Schedule 5, Para 5 

Not Complied. 

NHA to ensure that proper accounts and records are 
maintained to identify use of loan proceeds for the 
project 

Loan Agreement, 
Schedule 5, Para 11 

Complied.  
 
NHA’s accounts and 
records were well 
maintained. 

NHA shall ensure that all qualifications to financial 
accounts mentioned in the 2006-2007 audit report 
shall be rectified by 31 March 2009. 

Loan Agreement, 
Schedule 5, Para 12 
 

Not Complied.  
As information is not 
available. 
 

NHA shall ensure that its internal controls are 
adequate for preparation of financial statements and 
in accordance with international financial reporting 
standards 

Loan Agreement, 
Schedule 5, Para 12 
 

Complied. 
 
NHA have well 
established internal 
controls. 

Economic Covenants 
To balance the economic benefit to society and 
financial benefit to NHA, NHA shall, in consultation 
with ADB, prepare a highway toll revenue policy for 
consideration by the Government 

Loan Agreement, 
Schedule 5, Para 6 
 

Complied. 

Sector Specific Covenants 
Prior to project completion, NHA to sign a contract for 
O&M with a commercial entity following a competitive 
bidding process 

Loan Agreement, 
Schedule 5, Para 7 
 

Partly complied.  
 

The Borrower shall ensure that Cabinet Commission 
on Investment confirms the revised "Policy 
Framework and Package of Incentives for PSP in 
Highway and Bridge Projects" by 30Dec2008. 

Loan Agreement, 
Schedule 5, Para 8 
 

Complied. 

NHA to prepare Safeguards Action Plan. Loan Agreement, 
Schedule 5, Para 10 

Complied. 

PPMS established within 3 months after affectivity 
and conduct periodic performance review. 

Loan Agreement, 
Schedule 5, Para 10 

Complied. 

NHA shall ensure that prior to commencement of any 
civil works, no section will be handed over to 
contractor until LARF and LARP applicable 
provisions + EARF/EMP have been complied with. 

Loan Agreement, 
Schedule 5, Para 15 
 

Complied. 

Safeguards Covenants 
Preliminary guidelines for LAR prepared 

Loan Agreement, 
Schedule 5, Para 13 

Complied. 

LAR guidelines applied nationwide Loan Agreement, 
Schedule 5, Para 13 

Complied. 
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Covenant 

Reference in Loan / 
Project Agreement 

 
Status of Compliance 

On a loan to loan basis 
LAR guidelines are being 
implemented. 

LARP implemented in accordance with Pakistan’s 
laws and regulations, ADB policy, and LARF. 

Loan Agreement, 
Schedule 5, Para 13 

Complied. 

Safeguard action plan prepared Loan Agreement, 
Schedule 5, Para 13 

Complied. 

Contractors activities should comply with LARP, 
LARF, ADB policy and Pakistan’s law and regulations 

 Complied 

EALS fully staffed with a director for social safeguard 
appointed. 

 Complied. 

ROW available timely.  Complied. 

Compensation paid before civil works.  Complied. 
Contractor’s activities should comply with LARP, 
LARF, ADB policy and Pakistan’s law and 
regulations. 

 Complied. 

An independent monitor to monitor LARP 
implementation and report to ADB. 

 Complied. 

Updated LARP approved prior to award of civil works 
contracts. 

 Complied. 

LARP updated based on detailed design in full 
consultation with APs and disclosed to public before 
submitting it to ADB for approval. 

 Complied. 

No land acquisition will commence until LARP is 
approved. 

 Complied. 

Other Covenants 
NHA shall be the Executing Agency (EA) for the 
investment and capacity building components. An 
investment program coordinating committee, chaired 
by the NHA chairperson, shall be established and 
shall be responsible for monitoring the use of loan 
funds and overall implementation performance. The 
committee shall meet at least quarterly. Two project 
management offices shall be established: one for the 
institutional strengthening under the NHA component 
and the second for implementation of the national 
highway improvements. 

Loan Agreement, 
Schedule 5, Para 1 

Partly complied. 
PMO was formed, 
however no record of the 
meetings of the NTCHIP 
Investment Program 
Coordination Committee 
was found. 
 

Established, Staffed, and Operating PMU or PIU Loan Agreement, 
Schedule 5, Para 2 

Complied. 

NHA shall provide, as necessary, counterpart staff, 
land facilities, and counterpart funding for the 
subproject in accordance with the financing plan, the 
cost of making land available for the subproject and 
assistance, and implementation and monitoring under 
the EARF (including the cost of mitigating unforeseen 
environmental impacts, beyond the estimates), utility 
relocation, and general management expenses, in a 
timely manner through approved annual budget 
allocations. 

Loan Agreement, 
Schedule 5, Para 3 

Complied 

Fielding of Consultants Loan Agreement, 
Schedule 4, Para 5 

Complied. 
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The Borrower shall ensure that ADB is kept informed 
about its policies and programs related to NTC and 
the national highway sector that shall materially affect 
the financial viability of the subproject under NTCHIP, 
and in particular the National Transport Policy and 
highway toll revenue and private sector participation 
policies. 

Loan Agreement, 
Schedule 4, Para 9 

Complied. 

NHA shall ensure that (i) the subproject is 
constructed and operated in accordance with national 
and local environmental procedures and guidelines 
and with ADB’s Environment Policy (2002) and 
Environmental Assessment Guidelines (2003); (ii) the 
subproject is selected, designed, constructed, and 
operated in accordance with the EIA/IEE and the 
Environmental Assessment Review Framework; (iii) 
the EMP as reflected in the EIA/IEE shall be 
incorporated in bidding documents and civil work 
contracts and shall be implemented; and (iv) 
environmental performance reports shall be 
submitted to ADB twice annually during the 
construction period, including progress made on 
mitigation measures, monitoring data, problems 
encountered, enforcement plans, and any violations. 
NHA shall ensure that any changes to the location, 
land alignment of roads, or environmental impacts on 
account of detailed designs of the subproject will be 
subject to prior approval by ADB and the relevant 
Government agency in accordance with the 
subproject selection criteria and approval procedures 
set forth in Schedule 4 to the FFA. 

Loan Agreement, 
Schedule 4, Para 14 

Complied. 

Gender 
NHA shall follow the principles of the ADB’s Policy on 
Gender and Development (1998) during 
implementation of the subproject, including taking all 
necessary actions to ensure that (i) equal 
opportunities are provided to women for road 
construction activities; (ii) there is no differential 
payment between men and women for work of equal 
value; and (iii) women living in the subproject area 
are encouraged to participate in planning and 
implementation of subproject activities. NHA shall 
monitor subproject effects on women during 
implementation of the subproject through, where 
relevant, gender-disaggregated data collected 
pursuant to the monitoring and evaluation system 
referred to in the Project Performance Monitoring 
System. 

Loan Agreement, 
Schedule 4, Para 16 

Complied. 

Sexually transmitted diseases 
The Borrower shall ensure that the subproject 
includes appropriate measures to mitigate the 
potential risk of sexually transmitted diseases (STDs) 
such as HIV/AIDS. These measures shall include 
carrying out public awareness programs on the risks 
and prevention of the transmission of HIV/AIDS. NHA 

Loan Agreement, 
Schedule 4, Para 17 

Complied. 
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shall ensure that appropriate information is posted in 
selected areas along the subproject highway (e.g., 
border areas, gas stations, restaurants, and weighing 
stations), and transport workers and their families, 
motorway personnel, relevant police offices and 
people in the subproject area are trained. Civil works 
bidding documents and contracts for the subproject 
shall include provisions requiring contractors to (i) 
disseminate information at work sites on the risks of 
sexually transmitted diseases and HIV/AIDS as part 
of the health and safety measures for those 
employed during construction, and (ii) take measures 
to protect workers from potential exposure to sexually 
transmitted diseases and to provide them with testing 
and treatment if needed. 
Working conditions and child labour  
NHA shall ensure through the civil works bidding 
documents and contracts that (i) contractors follow 
legally mandated provisions on health, sanitation, 
and appropriate working conditions, including 
accommodation where appropriate for construction 
workers at construction campsites; (ii) contractors do 
not employ child labour in construction and 
maintenance activities; and (iii) appropriate facilities 
are provided for children of laborers in construction 
campsites, all in accordance with the relevant laws 
and regulations of the Borrower. 

Loan Agreement, 
Schedule 4, Para 18 

Complied. 

Human trafficking  
The Borrower shall ensure that public awareness 
campaigns on human trafficking, particularly of 
women and children, are carried out to reduce the 
risk of trafficking around construction camps and bus 
and other transport facilities. 

Loan Agreement, 
Schedule 4, Para 19 

Complied. 

NHA shall ensure that within three (3) months of the 
Effective Date, a Project Performance Monitoring 
System (PPMS) acceptable to ADB has been 
established in accordance with the Investment 
Program and Project performance indicators. NHA 
shall undertake periodic performance review with 
respect to the Project and the Investment Program in 
accordance with the PPMS to evaluate the scope, 
implementation arrangements, progress and 
achievement of objectives of the subproject and the 
Investment Program. 

Loan Agreement, 
Schedule 4, Para 20 

Complied. 

Review 
The Borrower, NHA and ADB shall meet on a semi-
annual basis and as required to discuss the progress 
of the Project and the subproject and any changes to 
implementation arrangements or remedial measures 
required to be undertaken towards achieving the 
objectives of the Project and the Investment 
Program. 

Loan Agreement, 
Schedule 4, Para 21 

Complied. 
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A midterm review of the Project shall be undertaken 
by NHA and ADB two years from effectively (Dec 
2010). 

Loan Agreement, 
Schedule 5, Para 22 

Complied. 
 
Mid-term review 
conducted from 1-9 
October 2013 

Particular Covenants 
(a) The Borrower shall cause NHA to carry out the 
Project with due diligence and efficiency and in 
conformity with sound administrative, financial, 
engineering, environmental, road development, and 
maintenance and operational practices. 

Loan Agreement, 
Article IV 
Section 4.01 

Complied. 

(b) In the carrying out of the Project and operation of 
the Project facilities, the Borrower shall perform, or 
cause to be performed, all obligations set forth in 
Schedule 5 to this Loan Agreement. 

Loan Agreement, 
Article IV 
Section 4.01 

Complied. 
 
Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

The Borrower shall make available to NHA, promptly 
as needed, the funds, facilities, services, land and 
other resources which are required, in addition to the 
proceeds of the Loan, for the carrying out of the 
Project. 

Loan Agreement, 
Article IV 
Section 4.02 

Complied. 

The Borrower shall ensure that the activities of its 
departments and agencies with respect to the 
carrying out of the Project and operation of the 
Project facilities are conducted and coordinated in 
accordance with sound administrative policies and 
procedures. 

Loan Agreement, 
Article IV 
Section 4.03 

Complied. 

The Borrower shall take all action which shall be 
necessary on its part to enable NHA to perform its 
obligations under the Project Agreement and shall 
not take or permit any action which would interfere 
with the performance of such obligations. 

Loan Agreement, 
Article IV 
Section 4.04 

Complied. 

a) NHA shall carry out the Investment Project and the 
Institutional Strengthening Project with due diligence 
and efficiency, and in conformity with sound 
administrative, financial, engineering, environmental 
and highway development practices. 

Project Agreement, 
Article II 
Section 2.01 

Complied. 
 
Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

(b) In the carrying out of the Investment Project and 
the Institutional Strengthening Project and operation 
of the Project facilities, NHA shall perform all 
obligations 
set forth in each of the Loan Agreements to the 
extent that they are applicable to NHA. 

Project Agreement, 
Article II 
Section 2.01 

Complied. 

NHA shall make available, promptly as needed, the Project Agreement, 
Article II 

Complied. 
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funds, facilities, staff, services, equipment, land and 
other resources which are required, in addition to the 
proceeds of the Loans, for the carrying out of the 
Investment Project and the Institutional Strengthening 
Project. 

Section 2.02 Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

a) In the carrying out of the Investment Project and 
the Institutional Strengthening Project, NHA shall 
employ competent and qualified consultants and 
contractors, acceptable to ADB, to an extent and 
upon terms and conditions satisfactory to ADB. 

Project Agreement, 
Article II 
Section 2.03 

Complied. 
 
Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

(b) Except as ADB may otherwise agree, all Goods, 
Works and consulting services to be financed out of 
the proceeds of the Loans shall be procured in 
accordance with the provisions of Schedule 4 to their 
respective Loan Agreements. ADB may refuse to 
finance a contract where Goods, Works or consulting 
services have not been procured under procedures 
substantially in accordance with those agreed 
between the Borrower and ADB or where the terms 
and conditions of the contract are not satisfactory to 
ADB. 

Project Agreement, 
Article II 
Section 2.03 

Complied. 

NHA shall carry out the Investment Project in 
accordance with plans, design standards, 
specifications, work schedules and construction 
methods acceptable to ADB. NHA shall furnish, or 
cause to be furnished, to ADB, promptly after their 
preparation, such plans, design standards, 
specifications and work schedules, and any material 
modifications subsequently made therein, in such 
detail as ADB shall reasonably request. 

Project Agreement, 
Article II 
Section 2.04 

Complied. 

(a) NHA shall take out and maintain with responsible 
insurers, or make other arrangements satisfactory to 
ADB for, insurance of the Investment Project facilities 
to such extent and against such risks and in such 
amounts as shall be consistent with sound practice. 

Project Agreement, 
Article II 
Section 2.05 

Complied. 

(b) Without limiting the generality of the foregoing, 
NHA undertakes to insure, or cause to be insured, 
the Goods to be imported for the Investment Project 
and to be financed out of the proceeds of the 
Ordinary Operations Loan against hazards incident to 
the acquisition, transportation and delivery thereof to 
the place of use or installation, and for such 
insurance any indemnity shall be payable in a 
currency freely usable to replace or repair such 
Goods. 

Project Agreement, 
Article II 
Section 2.05 

Complied. 

NHA shall maintain, or cause to be maintained, 
records and accounts adequate to identify the Goods, 

Project Agreement, 
Article II 

Complied. 
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Works and consulting services and other items of 
expenditure financed out of the proceeds of the 
Loans, to disclose the use thereof in the Investment 
Project (including for the subproject) and the 
Institutional Strengthening Project, to record the 
progress of the Investment Project (including for the 
subproject) and the Institutional Strengthening 
Project (including the costs thereof) and to reflect, in 
accordance with consistently maintained sound 
accounting principles, its operations and financial 
condition. 

Section 2.06 Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

(a) ADB and NHA shall cooperate fully to ensure 
that the purposes of the Loans will be accomplished. 

Project Agreement, 
Article II 
Section 2.07 

Complied. 

(b) NHA shall promptly inform ADB of any condition 
which interferes with, or threatens to interfere with, 
the progress of the Investment Project and the 
Institutional 
Strengthening Project, the performance of its 
obligations under this Project Agreement, or the 
accomplishment of the purposes of the Loans. 

Project Agreement, 
Article II 
Section 2.07 

Complied. 
 
Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

(c) ADB and NHA shall from time to time, at the 
request of either party, exchange views through their 
representatives with regard to any matters relating to 
the Investment Project, the Institutional Strengthening 
Project, NHA and the Loans. 

Project Agreement, 
Article II 
Section 2.07 

Complied. 
 
Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

(a) NHA shall furnish to ADB all such reports and 
information as ADB shall reasonably request 
concerning (i) the Loans and the expenditure of the 
proceeds thereof; (ii) the Goods, Works and 
consulting services and other items of expenditure 
financed out of such proceeds; (iii) the Investment 
Project (including for the subproject) and the 
Institutional Strengthening Project; (iv) the 
administration, operations and financial condition of 
NHA; and (v) any other matters relating to the 
purposes of the Loans. 

Project Agreement, 
Article II 
Section 2.08 

Complied. 
 
Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

(b) Without limiting the generality of the foregoing, 
NHA shall furnish to ADB quarterly reports on the 
execution of the Investment Project (including for the 
subproject) and the Institutional Strengthening 
Project and on the operation and management of the 
Investment Project facilities. Such reports shall be 
submitted in such form and in such detail and within 
such a period as ADB shall reasonably request, and 
shall indicate, among other things, progress made, 
and problems encountered during the quarter under 
review, steps taken or proposed to be taken to 

Project Agreement, 
Article II 
Section 2.08 

Complied. 
 
Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 
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remedy these problems, and proposed program of 
activities and expected progress during the following 
quarter. 
(c) Promptly after physical completion of the 
Investment Project, but in any event not later than 
three (3) months thereafter or such later date as ADB 
may agree for this purpose, NHA shall prepare and 
furnish to ADB a report, in such form and in such 
detail as ADB shall reasonably request, on the 
execution and initial operation of the Investment 
Project, including its cost, the performance by NHA of 
its obligations under this Project Agreement and the 
accomplishment of the purposes of the Ordinary 
Operations Loan. 

Project Agreement, 
Article II 
Section 2.08 

Complied. 

(a) NHA shall (i) maintain separate accounts for the 
Investment Project (including for the subproject) and 
the Institutional Strengthening Project and for its 
overall operations; (ii) have such accounts and 
related financial statements (balance sheet, 
statement of income and expenses, and related 
statements) audited annually, in accordance with 
appropriate auditing standards consistently applied, 
by independent auditors whose qualifications, 
experience and terms of reference are acceptable to 
ADB; and (iii) furnish to ADB, promptly after their 
preparation but in any event not later than six (6) 
months after the close of the fiscal year to which they 
relate, certified copies of such audited accounts and 
financial statements and the report of the auditors 
relating thereto (including the auditors' opinion on the 
use of the proceeds of the Loans and compliance 
with the financial covenants of the Loan Agreements 
as well as on the use of the procedures for imprest 
account/statement of expenditures), all in the English 
language. NHA shall furnish to ADB such further 
information concerning such accounts and financial 
statements and the audit thereof as ADB shall from 
time to time reasonably request. 

Project Agreement, 
Article II 
Section 2.09 

Partly Complied.  
All the APFS were 
submitted to ADB out of 
which six were reviewed 
and uploaded with 
unqualified audit opinion 
whereas one is not 
locatable.  
Two AFS were not 
received, out of which 
one has recently been 
received, and checklist is 
under review and 
endorsement.   
 
Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

(b) NHA shall enable ADB, upon ADB's request, to 
discuss NHA’s financial statements and its financial 
affairs from time to time with the auditors appointed 
by NHA pursuant to Section 2.09(a) hereinabove and 
shall authorize and require any representative of 
such auditors to participate in any such discussions 
requested by ADB, provided that any such discussion 
shall be conducted only in the presence of an 
authorized officer of NHA unless NHA shall otherwise 
agree. 

Project Agreement, 
Article II 
Section 2.09 

Complied. 

NHA shall enable ADB's representatives to inspect 
the Investment Project, the Institutional Strengthening 
Project, the Goods and Works financed out of the 
proceeds of the Loans, all other plants, sites, 
properties and equipment of NHA, and any relevant 
records and documents. 

Project Agreement, 
Article II 
Section 2.10 

Complied. 
 
Institutional 
strengthening 
component was 
cancelled and closed on 
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20 January 2011. 
Therefore, no updates on 
it. 

(a) NHA shall, promptly as required, take all action 
within its powers to maintain its corporate existence, 
to carry on its operations, and to acquire, maintain 
and renew all rights, properties, powers, privileges 
and franchises which are necessary in the carrying 
out of the Investment Project and the Institutional 
Strengthening Project or in the conduct of its 
business. 

Project Agreement, 
Article II 
Section 2.11 

Complied. 
 
Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

(b) NHA shall at all times conduct its business in 
accordance with sound administrative, financial, 
environmental and highway development practices, 
and under the supervision of competent and 
experienced management and personnel. 

Project Agreement, 
Article II 
Section 2.11 

Complied. 

(c) NHA shall at all times operate and maintain its 
equipment and other property, and from time to time, 
promptly as needed, make all necessary repairs and 
renewals thereof, all in accordance with sound 
administrative, financial, engineering, environmental, 
highway development, and maintenance and 
operational practices.  

Project Agreement, 
Article II 
Section 2.11 

Complied. 

Except as ADB may otherwise agree, NHA shall not 
sell, lease or otherwise dispose of any of its assets 
which shall be required for the efficient carrying on of 
its operations or the disposal of which may prejudice 
its ability to perform satisfactorily any of its 
obligations under this Project Agreement. 

Project Agreement, 
Article II 
Section 2.12 

Complied. 

Except as ADB may otherwise agree, NHA shall 
apply the proceeds of the Loans to the financing of 
expenditures on the Investment Project and the 
Institutional Strengthening Project in accordance with 
the provisions of the Loan Agreements and this 
Project Agreement, and shall ensure that all Goods, 
Works and consulting services financed out of such 
proceeds are used exclusively in the carrying out of 
the Investment Project and the Institutional Project. 

Project Agreement, 
Article II 
Section 2.13 

Complied. 
 
Institutional 
strengthening 
component was 
cancelled and closed on 
20 January 2011. 
Therefore, no updates on 
it. 

NHA shall promptly notify ADB of any proposal to 
amend, suspend or repeal any provision of its 
Charter and shall afford ADB an adequate 
opportunity to comment on such proposal prior to 
taking any action thereon. 

Project Agreement, 
Article II 
Section 2.14 

Complied. 
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In the carrying out of the Project and operation of the 
Project facilities, the Borrower shall perform, or cause 
to be performed, all obligations set forth in Schedule 5 
to this Loan Agreement. 

Loan Agreement, 
Article IV 
Section 4.01 

N/A 

The Borrower shall enable ADB’s representatives to 
inspect the Project, the goods financed out of the 
proceeds of the Loan, and any relevant records and 
documents. 

Loan Agreement, 
Article IV 
Section 4.02 

N/A 

The Borrower shall take all action which shall be 
necessary on its part to enable NHA to perform its 
obligations under the Project Agreement and shall not 
take or permit any action which would interfere with 
the performance of such obligations. 

Loan Agreement, 
Article IV 
Section 4.03 

N/A 

NHA shall provide, as necessary, counterpart staff 
and counterpart funding for the Project in accordance 
with the financing plan, in a timely manner through 
approved annual budget allocations. 

Loan Agreement, 
Schedule 5, Para 3 

N/A 

Policy Dialogue 
The Borrower shall ensure that ADB is kept informed 
about its policies and programs related to NTC and 
the national highway sector that shall materially affect 
the financial viability of each subproject under 
NTCHIP, and in particular the National Transport 
Policy and highway toll revenue and private sector 
participation policies. 

Loan Agreement, 
Schedule 5, Para 4 

N/A 

Safeguard Strengthening 
In consultation with ADB, NHA shall prepare an action 
plan for safeguards by 31 March 2009. NHA shall also 
adopt (i) preliminary guidelines for land acquisition 
and resettlement by 30 June 2009, and (ii) guidelines 
for land acquisition and resettlement to be applied at 
all NHA offices nationwide by 30 November 2009. 
NHA shall ensure that the Environmental and Social 
Safeguards Unit, which has been established, will be 
staffed adequately with qualified persons, including a 
Director for environmental issues and a Director for 
social safeguards. 

Loan Agreement, 
Schedule 5, Para 5 

N/A 

Financial Management 
Auditing and accounting. NHA shall ensure that 
proper accounts and records are maintained in a 
timely manner to adequately identify the use of 
tranche proceeds in such a manner and detail as may 
be specified in this Loan Agreement and the Project 
Agreement Audited financial reports of the NHA shall 
be submitted to ADB within six months of the end of 
the fiscal year. 

Loan Agreement, 
Schedule 5, Para 6 

N/A 

Financial governance.  Loan Agreement, 
Schedule 5, Para 7 

N/A 

                                                
1 Loan was cancelled and closed on 20 January 2011. Therefor no updates on covenants. 
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NHA shall ensure that its internal controls are 
adequate for preparation of financial statements in 
accordance with International Financial Reporting 
Standards, and for annual independent audit in 
accordance with International Standards of Auditing. 
NHA shall ensure that all qualifications to financial 
accounts mentioned in the 2006-2007 report shall be 
rectified by 31 March 2009. 
Review 
The Borrower, NHA and ADB shall meet regularly as 
required to discuss the progress of the Project and 
any changes to implementation arrangements or 
remedial measures required to be undertaken towards 
achieving the objectives of the Project and the 
Investment Program. 

Loan Agreement, 
Schedule 5, Para 8 

N/A 

A mid-term review of the Project shall be undertaken 
by NHA and ADB. The mid-term review shall include a 
review of issues and any problems or weaknesses in 
implementation arrangements and agree on any 
changes needed to achieve the objectives of the 
Project and the Investment Program. 

Loan Agreement, 
Schedule 5, Para 9 

N/A 

a) NHA shall carry out the Investment Project and the 
Institutional Strengthening Project with due diligence 
and efficiency, and in conformity with sound 
administrative, financial, engineering, environmental 
and highway development practices. 

Project Agreement, 
Article II 
Section 2.01 

N/A 

(b) In the carrying out of the Investment Project and 
the Institutional Strengthening Project and operation 
of the Project facilities, NHA shall perform all 
obligations set forth in each of the Loan Agreements 
to the extent that they are applicable to NHA. 

Project Agreement, 
Article II 
Section 2.01 

N/A 

NHA shall make available, promptly as needed, the 
funds, facilities, staff, services, equipment, land and 
other resources which are required, in addition to the 
proceeds of the Loans, for the carrying out of the 
Investment Project and the Institutional Strengthening 
Project. 

Project Agreement, 
Article II 
Section 2.02 

N/A 

a) In the carrying out of the Investment Project and 
the Institutional Strengthening Project, NHA shall 
employ competent and qualified consultants and 
contractors, acceptable to ADB, to an extent and upon 
terms and conditions satisfactory to ADB. 

Project Agreement, 
Article II 
Section 2.03 

N/A 

(b) Except as ADB may otherwise agree, all Goods, 
Works and consulting services to be financed out of 
the proceeds of the Loans shall be procured in 
accordance with the provisions of Schedule 4 to their 
respective Loan Agreements. ADB may refuse to 
finance a contract where Goods, Works or consulting 
services have not been procured under procedures 
substantially in accordance with those agreed 
between the Borrower and ADB or where the terms 
and conditions of the contract are not satisfactory to 
ADB. 

Project Agreement, 
Article II 
Section 2.03 

N/A 
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NHA shall carry out the Investment Project in 
accordance with plans, design standards, 
specifications, work schedules and construction 
methods acceptable to ADB. NHA shall furnish, or 
cause to be furnished, to ADB, promptly after their 
preparation, such plans, design standards, 
specifications and work schedules, and any material 
modifications subsequently made therein, in such 
detail as ADB shall reasonably request. 

Project Agreement, 
Article II 
Section 2.04 

N/A 

(a) NHA shall take out and maintain with responsible 
insurers, or make other arrangements satisfactory to 
ADB for, insurance of the Investment Project facilities 
to such extent and against such risks and in such 
amounts as shall be consistent with sound practice. 

Project Agreement, 
Article II 
Section 2.05 

N/A 

(b) Without limiting the generality of the foregoing, 
NHA undertakes to insure, or cause to be insured, the 
Goods to be imported for the Investment Project and 
to be financed out of the proceeds of the Ordinary 
Operations Loan against hazards incident to the 
acquisition, transportation and delivery thereof to the 
place of use or installation, and for such insurance 
any indemnity shall be payable in a currency freely 
usable to replace or repair such Goods. 

Project Agreement, 
Article II 
Section 2.05 

N/A 

NHA shall maintain, or cause to be maintained, 
records and accounts adequate to identify the Goods, 
Works and consulting services and other items of 
expenditure financed out of the proceeds of the 
Loans, to disclose the use thereof in the Investment 
Project (including for the subproject) and the 
Institutional Strengthening Project, to record the 
progress of the Investment Project (including for the 
subproject) and the Institutional Strengthening Project 
(including the costs thereof) and to reflect, in 
accordance with consistently maintained sound 
accounting principles, its operations and financial 
condition. 

Project Agreement, 
Article II 
Section 2.06 

N/A 

(a) ADB and NHA shall cooperate fully to ensure 
that the purposes of the Loans will be accomplished. 

Project Agreement, 
Article II 
Section 2.07 

N/A 

(b) NHA shall promptly inform ADB of any condition 
which interferes with, or threatens to interfere with, the 
progress of the Investment Project and the 
Institutional Strengthening Project, the performance of 
its obligations under this Project Agreement, or the 
accomplishment of the purposes of the Loans. 

Project Agreement, 
Article II 
Section 2.07 

N/A 

(c) ADB and NHA shall from time to time, at the 
request of either party, exchange views through their 
representatives with regard to any matters relating to 
the Investment Project, the Institutional Strengthening 
Project, NHA and the Loans. 

Project Agreement, 
Article II 
Section 2.07 

N/A 

(a) NHA shall furnish to ADB all such reports and 
information as ADB shall reasonably request 
concerning (i) the Loans and the expenditure of the 

Project Agreement, 
Article II 
Section 2.08 

N/A 
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proceeds thereof; (ii) the Goods, Works and 
consulting services and other items of expenditure 
financed out of such proceeds; (iii) the Investment 
Project (including for the subproject) and the 
Institutional Strengthening Project; (iv) the 
administration, operations and financial condition of 
NHA; and (v) any other matters relating to the 
purposes of the Loans. 
(b) Without limiting the generality of the foregoing, 
NHA shall furnish to ADB quarterly reports on the 
execution of the Investment Project (including for the 
subproject) and the Institutional Strengthening Project 
and on the operation and management of the 
Investment Project facilities. Such reports shall be 
submitted in such form and in such detail and within 
such a period as ADB shall reasonably request, and 
shall indicate, among other things, progress made and 
problems encountered during the quarter under 
review, steps taken or proposed to be taken to 
remedy these problems, and proposed program of 
activities and expected progress during the following 
quarter. 

Project Agreement, 
Article II 
Section 2.08 

N/A 

(c) Promptly after physical completion of the 
Investment Project, but in any event not later than 
three (3) months thereafter or such later date as ADB 
may agree for this purpose, NHA shall prepare and 
furnish to ADB a report, in such form and in such 
detail as ADB shall reasonably request, on the 
execution and initial operation of the Investment 
Project, including its cost, the performance by NHA of 
its obligations under this Project Agreement and the 
accomplishment of the purposes of the Ordinary 
Operations Loan. 

Project Agreement, 
Article II 
Section 2.08 

N/A 

(a) NHA shall (i) maintain separate accounts for the 
Investment Project (including for the subproject) and 
the Institutional Strengthening Project and for its 
overall operations; (ii) have such accounts and related 
financial statements (balance sheet, statement of 
income and expenses, and related statements) 
audited annually, in accordance with appropriate 
auditing standards consistently applied, by 
independent auditors whose qualifications, experience 
and terms of reference are acceptable to ADB; and 
(iii) furnish to ADB, promptly after their preparation but 
in any event not later than six (6) months after the 
close of the fiscal year to which they relate, certified 
copies of such audited accounts and financial 
statements and the report of the auditors relating 
thereto (including the auditors' opinion on the use of 
the proceeds of the Loans and compliance with the 
financial covenants of the Loan Agreements as well 
as on the use of the procedures for imprest 
account/statement of expenditures), all in the English 

Project Agreement, 
Article II 
Section 2.09 

N/A 
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Covenant 

Reference in Loan / 
Project Agreement 

 

Status of Compliance 1 
language. NHA shall furnish to ADB such further 
information concerning such accounts and financial 
statements and the audit thereof as ADB shall from 
time to time reasonably request. 
(b) NHA shall enable ADB, upon ADB's request, to 
discuss NHA’s financial statements and its financial 
affairs from time to time with the auditors appointed by 
NHA pursuant to Section 2.09(a) hereinabove and 
shall authorize and require any representative of such 
auditors to participate in any such discussions 
requested by ADB, provided that any such discussion 
shall be conducted only in the presence of an 
authorized officer of NHA unless NHA shall otherwise 
agree. 

Project Agreement, 
Article II 
Section 2.09 

N/A 

NHA shall enable ADB's representatives to inspect the 
Investment Project, the Institutional Strengthening 
Project, the Goods and Works financed out of the 
proceeds of the Loans, all other plants, sites, 
properties and equipment of NHA, and any relevant 
records and documents. 

Project Agreement, 
Article II 
Section 2.10 

N/A 

(a) NHA shall, promptly as required, take all action 
within its powers to maintain its corporate existence, 
to carry on its operations, and to acquire, maintain 
and renew all rights, properties, powers, privileges 
and franchises which are necessary in the carrying 
out of the Investment Project and the Institutional 
Strengthening Project or in the conduct of its 
business. 

Project Agreement, 
Article II 
Section 2.11 

N/A 

(b) NHA shall at all times conduct its business in 
accordance with sound administrative, financial, 
environmental and highway development practices, 
and under the supervision of competent and 
experienced management and personnel. 

Project Agreement, 
Article II 
Section 2.11 

N/A 

(c) NHA shall at all times operate and maintain its 
equipment and other property, and from time to time, 
promptly as needed, make all necessary repairs and 
renewals thereof, all in accordance with sound 
administrative, financial, engineering, environmental, 
highway development, and maintenance and 
operational practices.  

Project Agreement, 
Article II 
Section 2.11 

N/A 

Except as ADB may otherwise agree, NHA shall not 
sell, lease or otherwise dispose of any of its assets 
which shall be required for the efficient carrying on of 
its operations or the disposal of which may prejudice 
its ability to perform satisfactorily any of its obligations 
under this Project Agreement. 

Project Agreement, 
Article II 
Section 2.12 

N/A 

Except as ADB may otherwise agree, NHA shall apply 
the proceeds of the Loans to the financing of 
expenditures on the Investment Project and the 
Institutional Strengthening Project in accordance with 
the provisions of the Loan Agreements and this 
Project Agreement, and shall ensure that all Goods, 
Works and consulting services financed out of such 

Project Agreement, 
Article II 
Section 2.13 

N/A 
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Covenant 

Reference in Loan / 
Project Agreement 

 

Status of Compliance 1 
proceeds are used exclusively in the carrying out of 
the Investment Project and the Institutional Project. 
NHA shall promptly notify ADB of any proposal to 
amend, suspend or repeal any provision of its Charter 
and shall afford ADB an adequate opportunity to 
comment on such proposal prior to taking any action 
thereon. 

Project Agreement, 
Article II 
Section 2.14 

N/A 
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ECONOMIC REEVALUATION 
 
A.  Scope 
 
1.  This appendix contains the economic re-evaluation of a loan (Loan 2400) approved by 
the Asian Development Bank in 2007 as the first tranche of the multitranche financing facility 
(MFF) for the National Trade Corridor Highway Investment Program in Pakistan. Loan 2400 
originally aimed for the construction of two 4-lane expressways: The E-1 between Peshawar–
Torkham (34 km) and the E-4 (M-4) between Faisalabad–Khanewal (184 km). The Faisalabad–
Khanewal motorway was further divided into the following sections: 

i) Section I  Faisalabad–Gojra             58.2 km 
ii) Section II A      Gojra–Jamani   31.0 km  
iii) Section II B  Jamani– Shorkot  30.0 km 
iv) Section IIIA  Shorkot–Dinpur  31.0 km 
v) Section IIIB  Dinpur–Shamkot  34.8 km 

 
2.  The project roads were to contribute to the completion of a network of motorways and 
expressways connecting Karachi to Torkham (on the border with Afghanistan, through major 
economic centers. The construction of the E-4/M-4 was to relieve traffic from the heavily used  
N-5 (Grand Trunk Road) and to a lesser extent the N-55, west of the Indus. 
 
3.  The loan underwent major rescoping, such that only Section I of the M-4 motorway 
between Faisalabad and Gojra was financed and completed. The remaining portions of the M-4 
motorway were eventually financed through the M-4 Gojra-Shorkot Section Project, and 
Additional Financing for M-4 Gojra-Shorkot-Khanewal Section Project, both of which are to be 
completed by end of 2018. 
 
4.  Civil works on the Faisalabad-Gojra section started in December 2009 and were effect-
ively complete by January 2015. The road was built as a 4-lane road with 7.3 meter-wide 
pavement, and 3.65 meter wide outer and one meter wide inner shoulders, respectively. 3 
interchanges, 11 bridges, 19 underpasses, 8 box culverts, 189 pipe culverts, 42 water courses 
culverts, 30 subways, 6 animal crossings, 4 utility gas culverts and 1 oil refinery pipeline culvert 
were also constructed. 
 
B.  Economic Analysis at Appraisal 
 
5.  At appraisal, economic analysis was conducted by the National Highway Authority (NHA) 
as well as the Asian Development Bank (ADB). However, such analysis was undertaken for the 
entirety of the M-4, and not specifically done for the Faisalabad-Gojra section. The calculated 
EIRR at appraisal was 15.4% (ADB) and 15.66% (NHA). 
 
6.  The main benefits quantified at appraisal were (i) vehicle operating cost (VOC) savings 
and (ii) time savings. Given that the E-4/M-4 was a greenfield project, such benefits were 
calculated exclusively for diverted traffic, from N-5 and N-55 highways. 
 
C.  Economic Reevaluation 
 
7.  ADB conducted an economic re-evaluation of Loan 2400 at completion to ascertain 
whether the project remained economically viable. This re-evaluation compares “with project” and 
“without project” scenarios and calculates incremental changes to costs and benefits. 
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8.  The with-project scenario involves the construction of Section I of the M-4 motorway 
between Faisalabad and Gojra, with sections II and III complete in October and December 2018 
respectively. Through traffic cannot be expected to choose any section of the M-4 until the whole 
road is complete, so in addition to using existing traffic flows the reevaluation also used a base 
year traffic forecast produced by a traffic assignment exercise. The forecast is for Section I 
specifically, but it assumes completion of the whole M4 motorway. 
 
9.  Post-construction roughness measured as International Roughness Index (IRI) is set at 
2.0, with actual figures measured at the end of 2015 indicating even better results. Vehicle speeds 
vary between vehicle categories and are conservatively estimated to increase by an average of 
44% after diversion to the motorway. 
 
10. The without-project scenario assumes that no sections of the M-4 are built and traffic 
remains on the parallel national and provincial highways. It is significant that, whereas the original 
appraisal was based on diversion of traffic mainly from the N-5 and to some extent from the N-
55, recent modelling indicates significant diversion from the N-5 to the new M-3 (Multan–Lahore) 
while the M-4 draws its traffic from parallel provincial roads: via Jhang to the north-west of the 
motorway alignment and via Samundri to the south-east.   
 
11. The appraisal period is construction followed by 20 years’ operation, i.e. 2012-2034. 
Economic costs and benefits are based on domestic prices at 2018. Economic road user costs 
(RUC) have been arrived at by removing indirect taxes from financial costs. For construction costs 
a standard factor of 0.85 has been applied. This factor is used in the HDM4 analysis that is the 
basis of NHA’s Annual Maintenance Plans and has been verified as reasonable by the ADB’s 
consultant. 
 
D.  Demand Estimation 
 
12. There is no recent traffic count on the M-4, but inferences have been made from toll 
collection data provided by NHA. During the past 12 months there have been an average of 4,000 
vehicles per day entering the motorway via Section I’s four toll plazas (Faisalabad (N), Amin Pur, 
Chiraghabad, Gojra) and 3,666 exiting. Tolls are paid only on exit and are related to the distance 
travelled. There can be no direct equivalence between tolls and average traffic volumes because 
(i) some vehicles travel less than the full length of Section I; (ii) some exit at Faisalabad having 
traveled from the north, on what is currently M-3 (between Faisalabad and the junction with the 
M-2 at Pindi Bhattian) but will soon be re-designated M-4; and (iii) some trips straddle Faisalabad, 
so tolls cover distance traveled on both the M-3 and M-4 Section I, there being no requirement to 
pass through a toll plaza between the two. Total average daily traffic on Section I lies within the 
range 3,000 to 5,000 vehicles of which the great majority travel on both the M-3 and the M-4. Cars 
account for 87% of traffic. Observation of traffic on the road by ADB representatives on two 
separate occasions suggests that the lower end of this range is more likely than the upper end. 
However, these current levels of traffic are not representative of the volumes which will materialize 
once the M-4 is fully opened in all its sections. 
 
13. The demand analysis at appraisal by ADB was based on origin-destination surveys on 
existing roads in the area, carried out between 2004 and 2006. The demand analysis for the 
economic re-evaluation is based on traffic counts and origin-destination surveys conducted by 
the NHA in association with three Pakistani consulting firms in 2014, the findings being fed to a 
traffic forecasting model and analyzed by J M Duggan Consulting, under contract to ADB. 
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14. Subsequently, in 2018, the data were run through the VISUM traffic assignment model by 
Pakistani firm Prime Engineering and Testing Consultants (PETC) with updated RUC data and in 
consultation with the ADB’s consultant. This analysis included the new M-3 motorway which had 
been omitted before; allowed for the deterrent effect of motorway tolls1; excluded overloaded 
trucks (based on a survey of trucks on the N-5)2; and included generated (or induced) traffic3. The 
base year traffic produced by the model is presented in Table A10.1 below: 

 
Table A10.1: Baseline motorized traffic demand (Annual Average Daily Traffic) 

Car/taxi/ 
jeep 

Pick-up Wagon Minibus Bus 
Mini-
truck 

Rigid truck Articulated 
Total 

2-axle 3-axle ≤4 axles >4 axles 

12,659 1,769 1,716 931 1,617 1,177 871 1,003 381 858 22,982 

Source: Prime Engineering and Testing Consultants, Islamabad 
 

15. These daily traffic numbers exceed forecasts made for 2015 at the time of the original 
appraisal (7,678) and by J M Duggan Consulting (7,434); and are slightly above the range forecast 
in the NHA report for 2018 (11,315–20,859). This may be due to an assumption that route choices 
will be made strictly rationally and in accordance with road users’ unit costs as defined by NHA. 
These costs include vehicle amortization costs, maintenance costs and passenger time costs that 
may not be perceived fully by road users. Nevertheless, this forecast is the basis for the analysis. 
 
16. According to the International Monetary Fund (IMF), annual GDP growth for 2011-15 
averaged 3.9% and is forecast to average 4.9% for the period 2016-20. National traffic growth is 
therefore likely to be approximately 5% per year from 2015 to 2020. However, in both scenarios 
differentiation has been made between vehicle classes, with 5%pa growth for cars and heavy 
trucks and 3–4%pa growth for lighter trucks and buses. Motorcycles, rickshaws and animal-drawn 
vehicles are prohibited from using motorways. 
 
17. In addition to diverted and generated traffic, an assumption has been made about future 
car and truck traffic travelling on the M-4 as part of the CPEC and CAREC Corridors 5 and 6, 
linking Central Asia to the Port of Karachi. 4 It is assumed that this traffic will add 9% to the traffic 
volume, building up during 2020–2030, weighted towards heavy trucks. Again, this applies to both 
scenarios. 
 
E. Economic Costs 
 
18. Investment costs. A comparison of actual investment costs with those forecast at 
appraisal is in Table A10.2. These figures are not directly comparable due to the large scale of 
descoping which affected the scope of the project and a degree of dollar inflation during the past 
eleven years. Without adjustment, the cost per kilometer was estimated at $2.55 million (including 
physical contingency) in 2007 for the whole road, and was actually $2.66 million for Section I. 
 
19. Capital expenditure actually took place over a period of seven years (see Appendix 4 and 
Appendix 5) but the bulk took place during 2012–2014. In the economic modelling the whole 

                                                
1  The traffic assignment model predicts a 34% reduction in total traffic on M4 (Section I) due to tolling. 
2  The necessity of enforcing axle loads on all Pakistan’s roads has long been recognized, but to date it has proved too 

difficult politically. It was not thought prudent to include assume a change in the status quo in this analysis. 
3   Induced traffic was estimated for each vehicle class, with an overall addition of 7.7% to diverted traffic. 
4  The Port of Gwadar is expected to become important for People's Republic of China’s trade, but other roads to the   
    west of the Indus constitute a more natural conduit for the traffic to/from Gwadar. 
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expenditure has been spread evenly over those three years, with benefits flowing from 2015 when 
the road opened for traffic. 

Table A10.2: Actual and Forecast Investment Costs 
($ million) 

Road 
Price 
date 

At appraisala Actual at completion 

Works 
$mb 

CS 
$m 

LAR 
$m 

PC  
$m 

Total 
$m 

Works 
$m 

CS 
$m 

LAR 
$m 

Total 
$m 

       

Faisalabad – Khanewal 2007 389.43 15.57 64.93 19.65 469.93     

Faisalabad - Gojra 2015      131.78 6.58 16.68 155.04 

CS = consultant supervision, LAR = land acquisition and resettlement, PC = physical contingency 
Source: Asian Development Bank estimates 

 
20. Maintenance costs. Maintenance costs for the years after construction were based on 
average costs of annual routine maintenance and functional overlays at eight-year intervals, as 
reported in NHA’s most recent available Annual Maintenance Plan. 
 
F. Economic Benefits 
 
21. NHA Planning Wing, the National Transport Research Centre (NTRC) and most analysists 
in Pakistan use the World Bank’s model RED to predict road user costs (RUC). RED is more 
limited than HDM4 but uses HDM-derived algorithms. NHA regularly updates input data in the 
form of unit costs and time values, and this model was used to calculate and project road users’ 
savings in the with-project case compared with the without-project case. 
 
22. RUC savings are usually divided into (i) vehicle operating cost (VOC) savings and (ii) time 
savings. But VOC as conventionally defined includes a time-dependent component as well as a 
distance-dependent component, making the results vulnerable to inaccurate prediction of speed 
changes attributable to the project. HDM4, the model conventionally used to appraise highway 
projects, is good at predicting vehicle speeds due to terrain, road geometry and surface rough-
ness; but poor at predicting speeds due to interaction between slow- and fast-moving traffic and 
poaching of road space by contra-flowing vehicles and commercial activities. The fundamental 
problem is that most national highways have succumbed to ribbon development and serve as 
local and urban roads as much as highways in the true sense. 
 
23. Therefore, in this re-evaluation it was considered prudent to estimate with- and without-
project speeds by observation, and separate time-dependent costs from other components of 
VOC, which is largely determined by surface roughness, to join passenger time in an enlarged 
category of costs that are solely dependent on time and therefore speed. To avoid confusion the 
two cost categories have been labelled ‘distance-dependent’ and ‘time-dependent’. 

 
24. The time-dependent components of VOC are (i) vehicle amortization and (ii) crew wages 
and allowances. Together these account for about 30% of VOC as conventionally computed. For 
freight vehicles in particular, increased speeds and enhanced travel time predictability confer 
commercial advantages that translate into reduced vehicle numbers to achieve a given freight 
task and improved supply chain efficiency. These benefits may not be apparent to vehicle 
operators in the short term, but in the longer term they will be significant for them and for the 
economy as a whole. 
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25. An assumption has been made that the M-4 will be much smoother than competing 
national and provincial roads, expressed as a 2-point advantage on the IRI scale. A comparison 
of road section distances shows that relevant origin-destination distances by either of the com-
peting provincial roads (via Jhang and via Samundri) are approximately the same as via M-4. By 
observation, confirmed by a survey made by NHA, the actual speeds of various vehicle categories 
on competing roads are as shown in Table A10.3 below, together with conservatively estimated 
motorway speeds (With Project) in the second row. 

 
Table A10.3: Speeds, Without and With Project 

(km/h) 

Case 
Car/taxi/ 

jeep 
Pick-up Wagon Minibus Bus 

Mini-
truck 

Rigid truck Articulated 

2-axle 3-axle ≤4 axles >4 axles 

Without 60 60 60 60 60 60 40 40 40 40 

With 100 80 80 80 80 80 60 60 60 60 

Source: ADB consultant 

 
26. Speed improvement is the source of 74% of economic benefits and the principal reason 
for road users to divert to the motorway. Cars will benefit disproportionately, being the main 
sufferers of the effects of poorly maintained provincial roads and competition for road space with 
slow-moving (and sometimes contra-flowing) vehicles. Long-haul heavy vehicles should be able 
to travel at close to the speed limit, but it has been observed that trucks usually move at much 
less than their permitted speeds and are slow to accelerate after an enforced slow-down. The M-
4 is a four-lane road (two lanes per carriageway) so when traffic volumes rise to normal levels a 
small number of slow-moving vehicles will have a deleterious effect on the average speed of all 
vehicles. For these reasons care has been taken not to overestimate speed-related benefits. 
 
G. Results of Economic Reevaluation 
 
27. The calculated economic indicators are as shown in Table A10.4. Since the results rely 
on modeled demand, they have been subjected to sensitivity testing with wider confidence limits 
than are normally applied (Table A10.5). 
 

Table A10.4: Economic Performance Indicators 

Indicator Value 

Economic Internal Rate of Return (EIRR) 12.8  %          

Net Present Value (NPV) discounting at 12%  1,133  PKR million  

Benefit: Cost Ratio (BCR) 1.09 

 
Table A10.5: Sensitivity Analysis 

Item 
EIRR 
(%) 

Switching 
Value 

Base case 12.8 NA 

20% increase in capital cost 11.5 +13% 

20% decrease in benefits 10.7 – 8% 

30% decrease in expected traffic volumes 9.7 – 9% 

30% decrease in expected speed gains 12.1 – 35% 

30% decrease in passenger time values 11.8 – 25% 
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Item 
EIRR 
(%) 

Switching 
Value 

Removal of additional CPEC and CAREC corridor traffic 12.5 NA 

1 percentage point reduction in traffic growth rates 11.7 – 0.71 pts 

Switching value = The extent of change that can take place before the NPV becomes negative. 
The switching value for traffic growth rates implies that the project would be feasible even with 
negative growth. 

                  Source: Asian Development Bank consultant. 

 
H. Conclusion 
 
28. This economic re-evaluation suggests that the project is economically viable, if measured 
against the benchmark applicable at appraisal, namely 12%. The analysis was conducted while 
the M-4 Section II between Gojra-Shorkot and Section III between Shorkot-Khanewal are still 
under construction. Given the heavy inter-relationships between these contiguous sections of 
road, it is recommended that another re-evaluation be undertaken when the whole road is open, 
and enough time has elapsed for traffic to adjust to the new situation.  
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CONTRIBUTION TO THE ADB RESULTS FRAMEWORK 
 
No.  Results Framework Indicators  

(Outputs and Outcomes)  
 

Targets  Methods/Comments  

1 60 kilometers motorway between Faisalabad and Gojra 
constructed and operational. (kilometers) 

60 Project is completed.  
Total 58.2 KM motorway, 3 interchanges, 11 bridges, 19 
underpasses, 8 box culverts, 189 pipe culverts, 42 water 
course culverts, 30 subways, 6 animal crossings, 4 utility 
gas culverts, and 1 Oil refinery culvert constructed by 30 
Jan 2015.This section was opened to traffic on 16 March 
2015. 

Source: ADB Consultants and National Highway Authority of Pakistan. 



48  Appendix 12 
 

 

TOTAL PROJECT COST 
(Loan 2400) 

 
 

          

Item 

Appraisal Estimate Revised Estimate Actual  

ADB Government Total ADB Government Total ADB Government Total 

Investment Costs          

Land acquisition and resettlement - 74.47 74.47 - 20.49 20.49 - 16.68 16.68 

Civil Words 388.85 90.12 478.97 115.49 9.51 125 118.46 13.32 131.78 

Consulting Services 19.15 - 19.15 18 - 18 5.89 0.69 6.58 

          

Contingencies          

Physical 23.94 - 23.94 7.5 - 7.5 - - - 

Price 51.38 - 51.38 14.2 - 14.2 - - - 

          

Interest and Other Charges          

Interest 56.58 - 56.58 14.17 - 14.17 - 
  

2.09 

- 
 

- 

- 
 

2.09 Commitment Charges 4.86 - 4.86 0.64 - 0.64 

          

Total Project Cost 544.76 164.59 709.35 170 30 200 126.44 30.69 157.13 
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