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Pakistan : Khyber Pakhtunkhwa Intermediate Cities Improvement Project 
 

1. Project Information 

Project ID: P000214  Instrument ID: L0214A 

Member: Pakistan Region: Southern Asia 

Sector: Urban Sub-sector: Urban integrated development 

Instrument type: 
☒Loan:171.70 Euro million 

☐Guarantee Lead Co-financier (s): Asian Development Bank 

ES category: A Borrowing Entity: Ministry of Finance, Pakistan 

Implementing Entity: Local Government of Khyber Pakhtunkhwa Province 

Project Team Leader: Wenjing Pu 

Responsible DG: Xiaohong Yang 

Responsible 

Department: 
PSC2 

Project Team 

Members: 

Jakov Cevizovic, Team Member; 

Shonell Robinson, SFD - Financial Management Specialist; 

Mudassar Hassan, SFD - Environment Specialist; 

Liu Yang, Project Counsel; 

Natan Jere, SFD - Procurement Specialist; 

Xiaojun Zhou, SFD - Social Development Specialist; 

Asad Zafar, Back-up PTL; 

Yanyang Shi, Project admin 

Completed Site Visits 

by AIIB: 

Aug, 2022 

July 31 - August 3, 2022 

Nov, 2022 

Inception Mission by ADB (24 Nov - 20 Dec) 

Nov, 2023 

Virtual Mission (13-23 Nov, 2023) 

Aug, 2024 

AIIB and ADB Joint Mission (August 5-8, 2024) 

Planned Site Visits by 

AIIB: 

May, 2026 

Planned 

Current Red Flags 

Assigned:  
1 

Current Monitoring 

Regime: 
Regular Monitoring 

Previous Red Flags 

Assigned: 
1 

Previous Red Flags 

Assigned Date: 
2025/05 

Brief justifications for 

assigned red flags: 

Component B (Integrated Solid Waste Management or ISWM) has remained under 

deliberation among the relevant stakeholders due to challenges in identifying sustainable 

funding sources for the Operations and Maintenance (O&M) of the ISWM. Although ADB 
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agreed with the client to re-appropriate the funds originally earmarked for the ISWM 

component to the areas of (i) water supply, (ii) sanitation, (iii) drainage, and (iv) identified 

gaps in solid waste management, this decision is still being reviewed by the newly elected 

provincial government. 

 

2. Project Summary and Objectives  

The Project objectives are to improve access to reliable and resilient urban services and strengthen 

institutional capacities of urban service providers, and local governments in selected cities of the Khyber 

Pakhtunkhwa (KP) province. The Project will support the Government of Khyber Pakhtunkhwa (GoKP) to 

construct, rehabilitate and revitalize core urban infrastructure, including water supply, sewerage, solid waste 

management (SWM), and green urban spaces in five provincial cities, namely Peshawar, Abbottabad, Kohat, 

Mardan, and Mingora. This will be achieved through three interlinked outputs: (i) climate resilient and gender 

friendly urban infrastructure and services improved; (ii) institutional capacity and gender inclusiveness of 

urban service providers, provincial government, and city governments strengthened; and (iii) women’s 

participation in urban governance and access to economic opportunities increased. The Project includes five 

components: A) Water Supply and Sanitation; B) Integrated Solid Waste Management; C) Green Urban 

Infrastructure; D) Institutional Strengthening and Capacity Building; and E) Women's Participation in Urban 

Development. AIIB's financing covers Components A, B, C, and D. 

                   

3. Key Dates  

Approval: Dec. 16, 2021 Signing: Apr. 11, 2022 

Effective: May. 11, 2022 Restructured (if any):  

Orig. Closing: Jun. 30, 2028 Rev. Closing (if any):  

 

4. Disbursement Summary (EUR million) 

Contract Awarded:  Cancellation (if any): 0.00 

Disbursed: 74.07 
Latest disbursement 

(amount/date):  
0.02/Oct. 23, 2025 

Undisbursed: 97.63 
Disbursement Ratio 

(%)1: 
43.14 

 

 

5. Project Implementation Update  

The Khyber Pakhtunkhwa Intermediate Cities Improvement Project (KPCIP) started disbursement in September 

2022, four months after its effectiveness in May 2022. A Project Management Unit (PMU) has been established at 

the Khyber Pakhtunkhwa (KP) provincial level, and each of the five cities (Peshawar, Abbottabad, Kohat, Mardan, 

and Mingora) also established its respective City Implementation Unit (CIU).  

  

The Project continues to make solid progress in physical infrastructure construction in Component A 

(Water Supply and Sanitation) and Component C (Green Urban Infrastructure), although progress 

remains slightly behind planned targets. As of end of October 2025, the current overall physical progress 

 

 

1 Disbursement Ratio is defined as the volume (e.g. the dollar amount) of total disbursed amount as a percentage of the net committed 

volume. 
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stands at 53.18% for Component A, compared to planned 62.64%, while Component C has achieved 

79.95% against a target of 100%. The delays are primarily due to time-intensive preparatory activities 

such as traffic management, utility reallocation, health and safety implementation, and site barricading 

prior to commencement of works. These tasks require careful planning and due diligence. Persistent 

slight delays in Component A and Component C highlight the need for strengthened monitoring, timely 

resource mobilization, and improved coordination among the contractor, consultant, and executing 

agency to ensure alignment with the completion schedules.   

  

Component B (Integrated Solid Waste Management or ISWM) has remained under deliberation 

among the relevant stakeholders due to challenges in identifying sustainable funding sources 

for the Operations and Maintenance (O&M) of the ISWM. The former KP Government and the 

Asian Development Bank (ADB) had agreed that the funds originally earmarked for the ISWM 

component would be re-appropriated to support ongoing interventions under KPCIP in the 

areas of (i) water supply, (ii) sanitation, (iii) drainage, and (iv) identified gaps in solid waste 

management. Given that there is a newly elected KP Government with a new Chief Minister, a 

decision is yet to be taken on whether to (i) proceed with ISWM, or (ii) re-appropriate the 

allocated amount of USD 168.5m to a set of identified high priority projects. In case the decision 

is to continue with the ISWM component, the procurement and implementation timelines will 

be finalized accordingly. Alternatively, should the decision be made to re-appropriate the funds, 

a formal re-appropriation proposal, including a list of priority projects along with corresponding 

procurement and implementation timelines, will be prepared and submitted for review upon 

approval by the competent authority.  A decision on whether to continue the ISWM or re-

appropriate the funds is expected in the first half of 2026. 

AIIB's financing in Component D (Institutional Strengthening and Capacity Building) focuses on 

project management, and a Project Management and Construction Supervision Consultancy 

(PMCSC) has been hired and mobilized. The overall performance of the PMCSC has been 

satisfactory over the year. Almost all design-related issues in the five cities have been addressed, 

and any further modifications are being promptly managed. The Project Director re-instructed 

the Deputy Team Leader of PMCSC to closely monitor the performance of the Resident 

Engineers. Fortnightly progress review meetings with the PMCSC, the CIU, and the contractors 

have been conducted.  

Component E – Women's Participation in Urban Development (which is not part of AIIB’s 

financing): The Client has confirmed that specific measures in the Gender Action Plan (GAP) have 

been included in the Project design, and the GAP implementation is monitored through the 

Project Quarterly Progress Reports. According to the latest progress report, as of September 

2025, overall implementation of the GAP is ongoing. Specifically (i) Scholarship opportunities for 

female students who wish to pursue urban studies at post-graduate level: The second batch of 

scholars for one-year master’s degree scholarships has been readvertised for January 2026 

session. Deadline for application submission is October 12, 2025; (ii) An internship program for 

female students in the Water And Sanitation Services Companies (WSSCs): Placement of first 
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batch of 50 students under KPCIP internships program for the year 2024 has been done 

successfully; (iii) Appointment of senior level female staff in the PMU and WSSCs: One of the 

designated senior positions is that of the Director Gender and Inclusion. This position is 

currently filled by a female, and the Director is actively on board; (iv) Construction and 

management of a women’s business center: The civil works on construction is in progress; and 

(v) Integrated Solid Waste Management (SWM) operations, following reduce, recycle, and reuse 

approach with gender-based organization, with incentives for women to engage in good 

municipal practices at the household level – “Women as Champions of Change.”: Social 

mobilization continued in all five cities of the Project with capacity-building meetings and 

trainings.  

  

 

 

 

Components Physical Progress  
Environmental & Social 

Compliance  
Procurement 

Component A. 

Water Supply and 

Sanitation 

This component is being 

implemented through 

eight contracts 

(subprojects). Most of 

the subprojects 

progressed in line with 

schedule, except 

moderate delays in the 

water supply system 

construction in Kohat 

and Peshawar, mostly 

due to land acquisition 

issues. Catch up plans 

have been developed 

and are being 

implemented. 

 

Four subprojects focus 

on the improvement 

and construction of 

water supply systems: 

two in Abbottabad, one 

in Kohat, and one in 

Peshawar. The physical 

progress of these four 

subprojects range from 

34% to 48%. The two 

subprojects in 

Abbottabad are almost 

in line with the planned 

progress, while the ones 

E&S documents for each subproject 

have been prepared and disclosed 

on ADB and AIIB websites. The 

requirement of clearance from 

Environmental Protection Agency 

(EPA) of KP province for the 

awarded contracts under this 

component has been fulfilled. The 

Environmental Management Plans 

(SSEMPs) and Health and Safety 

Management Plans (SSHSMPs) of 

awarded contracts under this 

component are prepared and 

cleared by PMU. The 

implementation of these site-

specific plans is ongoing and 

supervised by the Environment, 

Health, and Safety (EHS) team of 

supervision consultants. All LAR 

impacts subproject documents have 

been approved and disclosed on 

both the Implementation Agency, 

ADB and AIIB websites. 

 

All eight contracts have 

been awarded and 

contractors have been 

mobilized. 
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in Kohat (actual 

progress 46% vs. 

planned progress 57%) 

and Peshawar (actual 

progress 34% vs. 

planned progress 83%) 

are behind schedule, 

mostly due to land 

acquisition issues. Catch 

up plans have been 

developed and are 

being implemented. 

 

Two subprojects are 

about the construction 

of sewerage system 

including a new sewage 

treatment plant in Kohat 

and Mardan. They have 

achieved 62-70% 

physical progress, only 

slightly behind the 

schedule. 

 

The last two subprojects 

are Mingora Greater 

Water Supply Scheme 

Including New Water 

Treatment Plant (WTP), 

Intake Structure, 

Transmission, and 

Distribution Systems. 

One subproject 

progressed 31% and the 

other 70%, both are in 

line with the schedule. 

Component B. 

Integrated Solid 

Waste 

Management 

Component B 

(Integrated Solid Waste 

Management or ISWM) 

has remained under 

deliberation among the 

relevant stakeholders 

due to challenges in 

identifying sustainable 

funding sources for the 

Operations and 

Maintenance (O&M) of 

the ISWM. In the 

meeting chaired by the 

Chief Minister Khyber 

E&S safeguards documents for each 

subproject have been prepared and 

disclosed on ADB and AIIB websites. 

Corrective Action Plan (CAP) for 

ISWM Peshawar has been approved 

by ADB. All LAR impacts subprojects 

documents have also been 

approved and disclosed. 

 

The procurement of this 

component is pending as 

the funding for this 

component could be re-

appropriated. If the client 

decides to still pursue this 

component, the 

procurement would take 

place in 2026. 
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Pakhtunkhwa and 

attended by the 

representatives from 

the Planning and 

Development 

Department, Local 

Government, Elections 

and Rural Development 

Department, and the 

Asian Development 

Bank, it was agreed that 

the funds originally 

earmarked for the 

ISWM component 

would be re-

appropriated to support 

ongoing interventions 

under KPCIP in the areas 

of (i) water supply, (ii) 

sanitation, (iii) drainage, 

and (iv) identified gaps 

in solid waste 

management. A 

detailed report on the 

proposed re-

appropriations is to be 

submitted to the 

competent authority in 

Q4 2025. Given that 

there is a newly elected 

KP Government with a 

new Chief Minister, a 

decision is yet to be 

taken on whether to (i) 

proceed with ISWM, or 

(ii) re-appropriate the 

allocated amount of 

USD 168.5m to a set of 

identified high priority 

projects. In case the 

decision is to continue 

with the ISWM 

component, the 

procurement and 

implementation 

timelines will be 

finalized accordingly. 

Alternatively, should the 

decision be made to re-

appropriate the funds, a 

formal re-appropriation 
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proposal, including a list 

of priority projects 

along with 

corresponding 

procurement and 

implementation 

timelines, will be 

prepared and submitted 

for review upon 

approval by the 

competent authority. A 

decision on whether to 

continue the ISWM or 

re-appropriate the 

funds is expected in the 

first half of 2026. 

Component C: 

Green Urban 

Infrastructure 

This component is being 

implemented through 

five contracts 

(subprojects), four of 

which (Abbottabad, 

Kohat, Mingora, and 

Peshawar) progressed 

well with only slight 

delays, and one 

(Mardan) has been 

terminated. 

 

The actual progresses 

versus planned 

progresses in the four 

cities are: 65% vs. 100% 

in Abbottabad, 70% vs. 

100% in Kohat, 100% vs. 

100% in Mingora, and 

84% vs. 100% in 

Peshawar. 

 

CW-01, Lot-I 

(Abbottabad): The 

project has been 

delayed due to 

unilateral suspension of 

works by the contractor 

without prior notice, 

due to financial 

constraints. The 

contractor noted that it 

would be able to 

expedite the work and 

E&S documents for each subproject 

have been prepared and disclosed 

on ADB and AIIB websites. The 

requirement of clearance from 

Environmental Protection Agency 

(EPA) of KP province for the 

awarded contracts under this 

component has been fulfilled. The 

SSEMPs and SSHSMPs of awarded 

contracts under this component 

have been prepared and approved. 

The implementation of these site-

specific plans is ongoing and 

supervised by the EHS team of 

supervision consultants. 

 

All the civil works for the 

Green Infrastructure 

component has been 

procured, while one 

(Mardan) has been de-

scoped from Project. 
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complete Sherwan Park 

by March 2026, and 

pedestrianization of the 

Old City Centre 

Abbottabad by June 

2026. 

 

CW-01, Lot-II (Kohat): 

This subproject was 

delayed because the 

contractor suspended 

works after non-

payment of three 

consecutive Interim 

Payment Certificates 

(IPCs), exercising 

contractual rights while 

awaiting approval of the 

Variation Order. Once 

the Variation Order is 

approved (currently 

under process), the 

contractor can complete 

the project within six 

months. 

 

CW-01, Lot-III (Mardan): 

This subproject was 

delayed and ultimately 

discontinued because 

major site conditions 

had changed, with most 

planned works already 

executed by other 

departments, leading to 

the decision to descope 

the subprojects. 

 

CW-01, Lot-V 

(Peshawar): This 

subproject has been 

delayed due to 

suspension of works by 

the contractor following 

non-payment of two 

IPCs and pending 

approval of the 

Variation Order. Once 

the Variation Order is 

approved (currently 

under process), the 
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contractor can complete 

the project within one 

year. 

Component D: 

Institutional 

Strengthening and 

Capacity Building 

Project Management 

and Construction 

Supervision Consultancy 

(PMCSC) have been 

engaged under this 

component and PMCSC 

has mobilized. 

 

The Terms of Reference 

(TORs) for the 

institutional reform and 

capacity building has 

been finalized and 

submitted to the Local 

Government, Elections 

and Rural Development 

(LGERD) of KP more 

than six months ago but 

still pending its 

approval. 

All environmental and social 

safeguard staff positions have been 

filled and mobilized. 

 

Project Management and 

Construction Supervision 

Consultancy (PMCSC) have 

been engaged under this 

component and PMCSC has 

mobilized. The Terms of 

Reference (TORs) for the 

institutional reform and 

capacity building has been 

finalized and submitted to 

the Local Government, 

Elections and Rural 

Development (LGERD) of KP 

more than six months ago 

but still pending its 

approval. 

 

A Committee headed by the 

Secretary of LGERD will 

review and evaluate the 

TORs for further 

deliberation on the 

Institutional Reforms 

Roadmap component. A 

meeting is expected in the 

near future to discuss the 

matter, and the latest status 

will be determined upon the 

Committee's decision 

accordingly. 

 
 

Financial Management: 

The PMU has made advances with the implementation of accounting software, including data 

entry, chart of accounts development, and reporting structure setup. Furthermore, in respect 

to financial reporting, the consolidated audited financial statement for FY 2023-24, covering all 

project financing source, was submitted to ADB on time prior to 31 December 2024. The next 

project audit report for the period ended June 30, 2025, becomes due on December 31, 2025, 

along with the entity financial statements for each WSSCs. 

While some progress has been made in the recruitment of PMU staff, recruitment for critical 

positions, including Director of Finance & Administration, Internal Auditor, and Municipal 

Finance Specialist is ongoing (positions were advertised in June 2025, but no action taken since 

then). Delayed recruitment has been attributed to low competition and mandatory re-

advertisements, and lack of decision-making has been significantly impacting project progress. 
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6. Status of the Grievance Redress Mechanism (GRM)

A 3-tiered Project GRM is established and functional at the field, city, and PMU levels. The GRM is easily accessible, 

gender-inclusive, culturally appropriate, widely publicized, and well-integrated in the Project’s management system. 

A total of 178 grievances were received in the Grievance Redress Committees (GRCs) from July 2025 to November 

2025. There are currently 24 unresolved complaints, which pertain to general environmental issues. The Project 

Team is working to address all the unresolved complaints. 

7. Results Monitoring

For civil works–related components, the relevant output and outcome indicators are designed to be achieved and 

verified upon completion of physical works. At the current early-to-mid stage of implementation, the necessary 

measurable data is not yet available, as the works have not reached completion milestones that would allow for 

meaningful reporting against these indicators. Once the civil work progresses to completion and becomes 

operational, the required data will be systematically collected and reported, enabling the formalization and tracking 

of these indicators within the RMF. For non-civil works components, including institutional and capacity-related 

activities, some of the indicators are expected by next PIMR. 

Project Objective:The objectives of the Project are to improve access to reliable and resilient urban services and strengthen 

institutional capacities of urban service providers and local governments in selected cities of the Khyber Pakhtunkhwa (KP) 

province. 

Project Objective Indicators 

Monitoring end year：2028 

Indicator Name 
Unit of 

Measure 
Baseline 

Actual 

(Previous) 

Actual 

(Current) 

Current 

Target 
End Target 

Population provided with 

access to improved safely 

managed water supply 

from sources meeting 

national water quality 

standards 

Number 

(Females) 

247,000 

(124,000) 
385,000 

800,000 

(400,000) 

Population served by 

sewerage network 

connected to new 

wastewater treatment 

plant 

Number 

(Females) 
19,880 60,000 

180,000 

(90,000) 

Households provided with 

access to improved SWM 

services 

Number 0 80,000 250,000 

Comments: 
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Intermediate Result Indicators 

Monitoring end year：2028 

Indicator Name 
Unit of 

Measure 
Baseline 

Actual 

(Previous) 

Actual 

(Current) 

Current 

Target 
End Target 

Supply Capacity: Potable 

water storage and supply 

capacity increased 

cubic 

meters/day 
238,443 280,000 400,000 

Water Infrastructure 

Upgrade: Water pipelines 

rehabilitated/installed 

Kilometers 550 950 1,750 

Sewage treatment: 

Cumulative sewage 

treatment capacity 

achieved 

cubic 

meters/day 
0 0 30,000 

SWM services: Solid waste 

treatment capacity 

achieved 

Daily tons 0 0 2,000 

Gender friendly urban 

spaces 

established/improved 

square km 0 1.0 1.6 

Performance/service 

benchmarks for key urban 

services developed and 

approved for 5 WSSCs 

Number 0 5 

Nonrevenue water 

reduced 
Percentage 45 40 20 

Comments: 

Remarks: 
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