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I. PROJECT DESCRIPTION 
 
A. Rationale 
 
1. Uzbekistan is a landlocked country with three Central Asia Regional Economic 
Cooperation (CAREC) corridors crossing its territory. The dominant modes of travel are through 
roads and rail, which the rail mode is especially essential for transporting minerals and freight. 
Improving the railway system, which required modernizing and restructuring the entire system, 
including replacing diesel with electric locomotives, was important to the country’s economic 
development. It was expected to increase system capacity, reduce operation and maintenance 
costs, improve connectivity, and reduce greenhouse gas emissions.1 

 
2. The CAREC Corridor 6 (Marakand–Karshi) Railway Electrification Project was designed 
to support the development of Uzbekistan’s railway system and strengthen trade cooperation 
with neighboring countries by financing the electrification of the 140 km Marakand–Karshi 
section within CAREC Corridor 6.  This traverses north-south and links Europe through Central 
Asia to the Middle East and South Asia. The project areas were within the remote and less 
developed districts of Samarkand and Karshkadarya provinces. The CAREC Corridor 6 within 
Uzbekistan is 830 km in length, stretching from Keles on the Kazakhstan border through 
Tashkent to Termez on the border with Afghanistan. The northern part of the railway from Keles 
to Marakand (365 km) was operated by electric locomotives. The line between Marakand and 
Termez was operated by less powerful diesel locomotives, hauling shorter and slower trains. 
The section between Karshi and Termez (325 km) was also electrified in January 2018 with 
investment financing from the Japan International Cooperation Agency. The completion of the 
electrification of the 140 km section, which would enable full electrification of the Corridor 6 
railway line, was anticipated to benefit internal domestic transport needs and facilitate regional 
trade and development.  
 
3. The Uzbekistan government requested the Asian Development Bank (ADB) for a loan of 
$100 million from its ordinary capital resources to fund the project. It was an important part of 
the government’s railway strategy2which was a component of the CAREC Transport and Trade 
Facilitation Strategy and Action Plan.3 Aligned with the Uzbekistan Transport Sector Strategy, 
2006–20204 and ADB’s Strategy 2020,5 the project was included in the country operations 
business plan for 2011–2013.6  
 
 
 
 

                                                
1  ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 

Republic of Uzbekistan for the Central Asia Regional Economic Cooperation Corridor 6 (Marakand–Karshi) 
Railway Electrification Project. Manila. 

2  The government formulated its railway strategy to 2020 (Decree of the President of the Republic of Uzbekistan No 
PP-993, 5, November 2008) and prioritized (under Decree of the President of the Republic of Uzbekistan No PP-
1446, 21 December 2010), a three-part 5-year railway capital investment plan, 2011–2015 with an estimated cost 
of $1.87 billion, which focused on (i) further development of railway infrastructure, (ii) railway electrification, and (iii) 
modernization of rolling stock. 

3  ADB. 2008. CAREC Transport and Trade Facilitation Strategy and Action Plan. Manila. 
4  ADB. 2008. Transport Sector Strategy (2006–2020): Consultant’s Report. Manila (TA 4659-UZB). 
5  ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila. 
6  ADB. 2011. Country Operations Business Plan: Uzbekistan, 2011–2013. Manila. 
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B. Expected Impacts, Outcomes, and Outputs 
 

4. The project’s expected impact was increased regional trade and accelerated economic 
growth.7  Its targeted outcome was improved railway operations on the Marakand-Karshi 
railway section. The planned outputs were (i) 140 km electrified rail line from Marakand to 
Karshi, and (ii) improved management capacity of the state-owned enterprise, O’zbekistan 
Temir Yo’llari State Joint-Stock Railway Company (UTY), which was the executing agency and 
railway system owner.   
 
C. Provision of Inputs 
 
5. The project loan was approved in September 2011 and became effective in March 2012. 
The planned loan closing date was in September 2016. However, the loan was extended twice 
and, at the government’s request to allow loan savings of $7.5 million to be used to procure 
additional railway maintenance equipment, actual closing date was in December 2018. At 
appraisal, the total project cost was estimated to be $176 million including taxes, duties, and 
other charges. A loan of $100 million from ADB’s ordinary capital resources funded the foreign 
exchange costs, while $76 million equivalent from government counterpart financing was to 
cover the balance. The actual project cost at completion was $193.8 million which ADB provided 
$100 million (51.6%) and the UTY $93.8 million (48.4%). Lower bid prices through the 
international competitive bidding reduced consulting services costs to $5.5 million, against the 
$8.0 million estimated at appraisal. 
 
6. The project was classified as category B for environment and C for involuntary 
resettlement and indigenous peoples. An initial environmental examination was prepared during 
project preparation and no adverse environmental impacts were expected during 
implementation. All contractors implemented the required safeguard measures, and a grievance 
redress mechanism was established for construction works. The UTY did not receive any 
complaints from the public, and regular loan review missions from ADB did not identify any 
environmental issues. Environmental monitoring reports were regularly submitted to ADB and 
disclosed on the website. Since project electrification involved the existing railway lines, neither 
land acquisition nor resettlement was required. The PCR indicated that there was no 
outstanding grievance for involuntary resettlement.8  Neither ethnic minorities nor indigenous 
peoples were in the project area and none were affected.   

 
7. The project was classified as having some gender elements and measures were 
incorporated to promote gender equality and women’s empowerment.9 A gender focal point 
from the UTY human resource division was assigned to promote gender mainstreaming 
activities that included encouraging female staff to participate in project training activities, 
favorable working conditions for women staff, and addressing female concerns relating to social 
allowances and benefits. The PCR indicated that a sex-disaggregated human resource 
corporate database was developed to become the basis for key staff training and capacity 

                                                
7  Footnote 1. 
8  ADB. 2020. Completion Report: Central Asia Regional Economic Cooperation Corridor 6 (Marakand-Karshi) 

Railway Electrification Project in Uzbekistan. Manila. 
9  The gender elements mentioned in the PCR were: (i) appointing a gender focal point in UTY, (ii) gathering sex-

disaggregated baseline data, (iii) conducting information campaigns on HIV/AIDS, (iv) training UTY management 
and key technical staff, including 20% female, on corporate governance, and (v) developing a sex-disaggregated 
corporate database.  
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development. However, the required HIV/AIDS information campaigns were not undertaken, 
since the UTY had neither a pertinent specialist nor fund allocations to support them.  
 
D. Implementation Arrangements 
 
8. The UTY was the executing agency, and an internal project implementation unit (PIU) 
was established to oversee procurement, engineering, signaling, telecommunications, 
electrification, civil works, project accounting and staff training. The UTY had previous 
experience in operating other electrified railways sections and an electric locomotive fleet. The 
PIU was staffed by UTY personnel and assisted by project engineering and supervision 
consultants. Low staff turnover aided decision-making and helped retain knowledge and 
experience within the team. The PCR indicated that there was a good working relationship 
among the UTY management, PIU staff, and the consultants.  
 
9. The borrower and the UTY fully complied with the 89 loan covenants. However, there 
were partially complied covenants related to UTY’s maintenance of an operating income ratio of 
not less than 0.2 from the 2012 financial year onwards and the submission of audited entity and 
audited project financial statements, which resulted in delay. Also, two covenants were not 
complied with, including the preparation of the project completion report and the required 
operating income ratio of not less than 0.2 for the fiscal year (FY) 2018. Three covenants 
relating to land acquisition and the hiring of individual consultants were not applicable, since 
neither land was acquired nor consultants were hired under the project. 
 
10. The report and recommendation of the President identified two major risks, which 
included weak procurement capacity and procurement timeliness, and limited coordination of 
infrastructure development in the region.10 Mitigation measures involved project implementation 
support through engineering and construction supervision by consultants, examination of tender 
results by various agencies, synchronizing development partner’s financial assistance centrally 
by the Ministry of Finance, and facilitating information exchange and policy dialogue with other 
development partners by the Uzbekistan Resident Mission. 

 
II. EVALUATION OF PERFORMANCE AND RATINGS 

 
A. Relevance of Design and Formulation 
 
11. The PCR rated the project relevant and noted that the intended project outcome and 
outputs were consistent with the government’s development objectives. The project was part of 
the government’s railway development and modernization program and a core component of 
the Uzbekistan Transport Sector Strategy, 2006–2020. The PCR noted that the project was also 
in line with ADB’s Strategy 2020, its Country Partnership Strategy 2012–2016 and the CAREC 
Transport and Trade Facilitation Strategy and Action Plan. 11  The PCR indicated that the 
electrification of the Marakand–Karshi railway line was aimed at improving connectivity, 
reducing costs, and upgrading the CAREC Corridor 6 railway to promote regional cooperation 
and development. It also indicated that the project was to support economic growth and 
contribute to poverty reduction by providing employment and income-generating opportunities, 
especially in less developed rural areas.  
 

                                                
10  Footnote 1. 
11  ADB. 2008. CAREC Transport and Trade Facilitation Strategy and Action Plan. Manila. 
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12. The completion of the electrification of the railway sections along CAREC Corridor 6 
added capacity and provided an improved alternative to freight and passenger movements, 
including those between Uzbekistan, Kazakhstan, and Afghanistan. The project was 
implemented without significant adjustments. The project’s design was considered relevant and 
appropriate for achieving the intended outcome. On this basis, this validation assesses the 
project relevant. 
 
B. Effectiveness in Achieving Project Outcomes and Outputs 
 
13. The PCR rated the project effective, noting that all the outcome indicators and the 
output targets were met and did not change during implementation. The outcome was 
measured against three performance indicators, which were all achieved by 2016. The first 
indicator was to increase freight transported on the line to 1,130 million-ton km by 2016 from 
the 2010 baseline of 960.9 million ton-km. The total freight carried on the project segment of 
the corridor reached 1,132.5 million ton-km in 2016, which marginally exceeded the targeted 
amount. The second indicator was to increase average running speed of passenger trains to 
110 kilometers per hour (kph) from the 2010 baseline of 77 kph. The third indicator was to 
increase the average running speed for freight trains to 66 kph compared to the 2010 baseline 
of 40 kph. The other two outcome indicators relating to the average running speeds of 
passenger and freight trains respectively exceeded the projected speeds for 2016 by 
achieving 120 kph for passenger trains and 70 kph for freight trains.   
 
14. There were two outputs, which included electrifying 140 km rail line from Marakand to 
Karshi and improving management capacity of UTY. The three output performance indicators 
associated with the first output were achieved, which included (i) electrifying and 
operationalizing 140 km rail line of CAREC Corridor 6 from Marakand to Karshi, (ii) refitting the 
Karshi depot for maintenance of electric locomotives, and (iii) procuring specialized 
maintenance equipment. The construction and operation of the 140 km of electrified railway line 
was successfully completed on time and met the 2016 operating target date. Also, the three 
performance indicators associated with the second output were all achieved, which included: (i) 
training UTY management and key technical staff (including 20% female) on corporate 
governance and developing a sex-disaggregated corporate database by 2014; (ii) allocating 
UTY resources to implement cost optimization by 2014; and (iii) effective functioning of UTY 
project implementation unit with contract awards and achieving disbursement on time. The PCR 
indicated that all these performance indicators were met.  
 
15. The project met its outcome and output targets. However, this validation considers that 
the PCR should have included a more thorough analysis of the actual traffic volumes within the 
project corridor to provide a better assessment of the outcome. A breakdown of the freight and 
passenger volumes would have provided a more comprehensive overview of the outcome and 
indicated trends for different commodity types and passenger services. While the average 
speed of passenger trains increased from 77 kph to 120 kph, the upgraded line also enabled the 
introduction of a new high-speed rail service from Tashkent to Samarkand and Karshi, reaching 
speeds of 250 kph for passenger trains. This high-quality service which commenced operations 
in 2016 was reported to reduce travel time significantly—from eight hours in the past to three 
hours with the new high-speed service between Tashkent and Karshi. Significant improvements 
in long, short, and medium-distance passenger traffic was anticipated, and the analysis of 
passenger flows would have provided more insight to the achievement of project results. The 
PCR noted that there was a significant increase in the number of passengers since the high-
speed services began in 2015, but the details related to the passenger volumes were not 
included. 
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16. In terms of cost effectiveness, the project was implemented in line with arrangements 
identified during appraisal. Due to an increase in civil works funded by the UTY, the actual cost 
was 10% above the appraisal estimate. The original foreign exchange cost incurred savings, 
which were used to procure additional maintenance equipment. The project was considered 
effective from its design and implementation. 
 
17. The project was appropriately classified as category B for environment, C for involuntary 
resettlement and indigenous peoples. The environmental assessment concluded that there 
would be no impact on ecology or cultural heritage and there were no detrimental environmental 
impacts. Since the project met its output and outcome indicators, although in-depth analysis of 
the freight and passenger volumes could have provided a stronger assessment of the project 
results this validation assesses the project effective.  
 
C. Efficiency of Resource Use 
 
18. The PCR rated the project efficient. At appraisal, the economic internal rate of return 
(EIRR) was 14.7%, and sensitivity test demonstrated that it was robust to changes in costs and 
benefits. At completion, the PCR confirmed the project’s economic viability with a higher EIRR 
of 16.97%. The reevaluation used similar assumptions to those at appraisal, including benefits 
of energy cost and time savings, pollution reduction, as well as benefits from diverted traffic, 
avoided investment in the purchase of diesel locomotives, and maintenance cost savings. The 
PCR noted that the analysis covered the period from 2011 to 2042, including project 
implementation from 2011 to 2019 for the Karshi-Termez Railway Electrification Project for 
consistency with the appraisal analysis.   

 
19. The updated economic analysis, however, did not take advantage of the ex-post position 
of assessing the actual rail traffic data to determine whether forecasts developed at appraisal, 
especially for the diverted traffic, occurred. It is noted that traffic freight volumes were in line with 
original forecasts, but whether this is attributable to diverted traffic or another source could not 
be ascertained. The demand analysis was limited to a general assessment on the likelihood of 
future freight traffic growth. In the absence of sufficient data on demand, including the 
identification of demand-shifting factors, such as trading patterns, population, and income, it 
would be difficult to estimate accurately the projected growth rates and correlate demand with 
these factors. Also, the economic analysis did not include passenger services, although they 
were a component of project results. This validation also has reservations about the inclusion of 
the avoidance of investment in diesel locomotives as an economic benefit. It would be counter-
intuitive for the government to purchase outdated diesel locomotives for the project railway 
segment (i) when there were existing and still operable diesel locomotives purchased until 2017 
for the project rail route that could also be switched to other diesel-based traction if needed; and 
(ii) when new and modern locomotives had been purchased as part of the project. The decision 
to electrify services would increase the efficiency of the railway and avoid the need for further 
investment in additional locomotives. The exclusion of the benefits from avoided purchase of 
diesel locomotives reduced the EIRR substantially from 16.97% to 11.60%, which was 
marginally below required 12%.  

 
20. The PCR indicated that the project process was efficient, since the project was 
implemented according to the schedule established at appraisal with no significant delays or 
changes in arrangements. The outputs were achieved as planned, and some achieved earlier. 
Test operations on the electrified rail line commenced in August 2015 and high-speed 
passenger services between Tashkent and Karshi began in September 2015. State acceptance 
of transformer substation, sectioning posts, and catenary system electrified train were reported 



7 
 

to have occurred in September 2015 with operations initiating at that time. Works on traction 
substations, signaling and telecommunication equipment, and the supervisory control and data 
acquisition (SCADA) system were reported to have completed in May 2016, with state 
acceptance in November 2017. The continuation of the project beyond September 2016 was to 
utilize the loan savings to procure additional equipment to support maintenance services and 
was reported to be not attributable to the delay in the core project. It was noted in the PCR that 
the procurement of machinery and equipment was awarded in March 2017, which was 
completed in July 2018. 

 
21.  This validation considers that a more comprehensive analysis utilizing the actual traffic 
data and reflecting origin-destination pairings as well as freight and passenger trends would 
have provided a better appreciation of the project results and strengthened the EIRR result. In 
addition, the exclusion of the benefits from avoided purchase of diesel locomotives reduced the 
EIRR substantially, below the minimum required EIRR of 12%. Considering this, the validation 
assesses the project less than efficient.12 
 
D. Preliminary Assessment of Sustainability 
 
22. The PCR rated the project likely sustainable. At appraisal, the financial internal rate of 
return (FIRR) was 13.2%, which was higher than the weighted average cost of capital (WACC) 
of 2.6%. At completion, the FIRR was 19.6% and the WACC was 4.2%. The project improved a 
portion of the overall rail network operated by the UTY, focusing on modernizing the network to 
increase capacity and service efficiency. Through increased speeds and greater efficiency, the 
UTY was expected to provide greater value-added services for higher-value freight. 
Simultaneously, railway operations took proactive measures to increase passenger services 
and revenues by adding additional customers through improved domestic and increased high-
speed services. However, the details related to the passenger volumes and revenues, as part of 
project completion, were not included in the PCR. 

 
23. The audited accounts for FY2018 indicated that the operating income ratio of 0.14 for 
2014 was below the financial covenant of 0.2, although during FY2012 to FY2017 they were 
reported to have been above 0.2. The reason for this drop was due to the transfer of several 
state-owned low margin businesses to the UTY.13 The government implemented a program of 
sector reforms in 2019 to improve corporate management and enhance the sustainability of the 
transport sector with focus on the sustainability of the railway sector and privatization of non-
core assets, including the coal business.14 An important component of this project at appraisal 
was the intended positive impact in improving environmental sustainability by replacing diesel 

                                                
12  ADB Central and West Asia Department (CWRD) disagrees with the PVR’s efficiency rating and views that the 

approach as utilized for the PCR, for the locomotive purchase cost is in line with ADB’s Guidelines on Economic 
Analysis of Projects, especially in relation to the need to consider the with and without project scenarios to 
calculate the incremental costs and benefits of a project. CWRD iterated that (i) "without the project" (no 
electrification), the government will have had to purchase additional diesel locomotives to cater for the growing 
level of traffic, and (ii) under the “with project” scenario, CWRD considered diesel locomotive purchases which are 
foregone (presented as a net benefit), and purchase of more electric locomotives (presented as a net cost). 

13  Resolution of the President of the Republic of Uzbekistan No 3380, dated 8 November 2017 “On organizational 
measures for the transfer of JSC “Uzbeko’mir” and JSC “Shargunko’mir” to JSC “O’zbekistan Temir Yo’llari” and 
financial recovery of enterprises of the coal sector. 

14  Resolution of the President of the Republic of Uzbekistan No PR-4234 dated 7 March 2019 to improve the financial 
situation of the coal sector the government started to transform sector business units with the aim of achieving not 
less than 10% profit margin. In 2020, the government decided to attract foreign investors to JSC UzbekCoal under 
a management contract. 
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with electric locomotives. The assessment calculated that an approximate 7,500 tons of diesel 
fuel was to be saved per hauling operation, reducing diesel pollutants—nitrogen oxides and 
carbon dioxide emissions. The simulation performed during appraisal estimated that the carbon 
dioxide emission reduction would amount to about 5,700 tons per year.  

 
24. The PCR also noted that the project procured equipment and machinery that adopted 
technologies following industry standards. The validation supports the project as technologically 
sustainable, considering that the technology used for the project was required to match and 
integrate with the remainder of the network, the portions of which were also upgraded. The 
project was anticipated to be operationally and institutionally sustainable. The UTY is a state-
owned enterprise, which undertakes the operation and maintenance of the project facilities 
along with its other railway network assets. The UTY has practical knowledge of and experience 
in operating an electrified rail system and locomotives, and the project facilities are likely to be 
properly maintained. Financially, the UTY had to assume the costs of transporting coal, and at 
the time of the PCR preparation, reforms were expected to separate these costs from the 
overall operations. The government committed this as a priority. Considering the reasons stated 
above, this validation assesses the project likely sustainable. 
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
25. The PCR noted that the development impact was satisfactory in view of its positive 
contribution to development. The impact of the project was to increase regional trade and 
accelerate economic growth. The DMF estimated that the value of trade with Kazakhstan would 
increase to $3.6 billion by 2020 from 2010 baseline of $1.8 billion, and with Afghanistan $1.8 
billion by 2020 from 2010 baseline of $876 million. As of 2019, the target was reported to have 
been partially achieved, with trade with Kazakhstan at $3.37 billion and Afghanistan at $618 
million. Trade with Kazakhstan was in line with original estimates but the anticipated increase in 
trade with Afghanistan was not achieved since the country was affected by a continued conflict. 
Given the 2020 COVID-19 pandemic, trade volumes are unlikely to increase to anticipated 
levels in the short term and are likely to take another 2 to 3 years to return to normal growth 
levels. This validation notes that the overall development impact with corridor countries to the 
north and east of Uzbekistan was in line with expectations, while those with conflict-affected 
Afghanistan suffered.  
 
26. The project was expected to have positive social impacts for some 10 million people as 
indicated in the PCR. However, the impact on the project area could not be ascertained, since 
the data was neither available for trade within the local area nor for the number and trend of 
passengers being served by the railway. However, travel time savings from the extension of 
high-speed services was likely to have contributed an increase in traffic generation on 
passenger travel, including the development of tourism traffic. Also, the PCR indicated that the 
Kashkadarya and Surkhandarya regions, which are both rich in natural resources and 
considered as important agricultural areas, would benefit from the railway system to better 
transport their goods. 
  
27. On the whole, it was difficult to ascertain full achievement of the project impact, 
considering the limited availability of information on the volume of trade and growth in trade with 
conflict-affected Afghanistan. However, the overall trend of freight on routes to and from 
Kazakhstan and other regional countries increased in line with expectations. The project 
contributed to regional cooperation and integration and supported the UTY’s transition to a 
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commercially oriented business. At completion, the railway was actively competing for freight 
and passenger traffic in the corridor and helping to facilitate the country’s international trade. 
Therefore, this validation assesses the project’s development impact satisfactory. 
 
B. Performance of the Borrower and Executing Agency 
 
28. The PCR rated the performance of the borrower and executing agency satisfactory. The 
project inputs were implemented in accordance with the plans established at appraisal. The 
extension of loan closing date was granted to use loan savings to procure additional 
maintenance equipment and did not affect the initial operations of the train services in 2016 as 
planned. The government provided adequate oversight, coordination, and counterpart financing, 
while the PIU was appropriately financed and staffed. The project activities, including civil 
works, procurement and engagement of consultants, were carried out in accordance with ADB’s 
guidelines and procedures. There was a need however, to ensure that future audits accurately 
reflect the financial position of the UTY, considering that it did not meet its required operating 
income ratio during FY2018. This validation assesses the performance of the borrower and 
executing agency satisfactory. 
 
C. Performance of the Asian Development Bank 
 
29. The PCR rated ADB’s performance satisfactory. Project implementation proceeded as 
expected and 13 missions were fielded for consultation, fact-finding, inception, loan 
administration, and mid-term, completion and regular reviews. The PCR noted that the 
correspondence, communications and coordination between ADB and the UTY were considered 
effective. Where implementation issues and problems arose, ADB supported the UTY in 
resolving them. This validation assesses the ADB’s performance during project implementation 
satisfactory.  
 

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

 
30. The PCR rated the project successful, based on its ratings on the project, relevant, 
effective, efficient, and likely sustainable. It indicated that the project was relevant to the 
government’s development objectives and strategy which was also in line with ADB’s country 
and overall development strategies and with the CAREC objectives for transport. The PCR 
noted that the project was well designed and implemented without any changes, its intended 
outputs and outcome targets were fully met, and the recalculated project EIRR was robust. The 
railway operator was able to maintain facilities and rolling stock, and the project was likely 
sustainable. This validation assesses the project successful but considers it less than efficient, 
in view of the shortcomings in the economic analysis and the need for a more comprehensive 
analysis utilizing actual traffic data.   
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Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 
Relevance Relevant Relevant  
Effectiveness Effective Effective  
Efficiency  Efficient Less than 

efficient 
 

There were shortcomings in the 
economic analysis methodology and 
more comprehensive analyses were 
needed. 

Sustainability Likely 
sustainable 

Likely 
sustainable 

 

Overall 
Assessment Successful Successful  

Preliminary 
Assessment of 
Impact 

Satisfactory Satisfactory  

Borrower and 
executing agency 

Satisfactory Satisfactory  

Performance of 
ADB Satisfactory Satisfactory  

Quality of PCR  Less than 
satisfactory 

Para. 36.  

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Source: ADB (IED). 
 
B. Lessons 

 
31. The PCR identified good practice and challenges from the project, including learning, 
adapting, and responding to the country’s legislation requirements, improvements in internal 
coordination within the UTY, and deficiencies in the reporting and auditing systems to meet 
international standards. The value addition through ADB’s project support included (i) reducing 
capital expenditures through international competitive bidding; (ii) promoting implementation and 
the use of innovative technologies; and (iii) increasing the capacity of the executing agency 
through knowledge of international standards of procurement, contract management, and 
construction supervision. It also demonstrated the compliance with environmental and social 
safeguards. The key challenges were related to the timely submission of audit information and 
the collection of data and information for evaluation. On the whole, the experience of the project 
was replicated in two follow-on projects.15 The PCR also identified two areas for improvement, 
which included (i) the coordination between the PIU and other UTY departments for project 
monitoring and reporting; and (ii) UTY’s financial reporting and auditing system to be better 
compliant with international financial management, reporting, and audit requirements. 
 

                                                
15  These follow-on projects include: ADB. 2017. Report and Recommendations of the President to the Board of 

Directors: Proposed Loan to the Republic of Uzbekistan for the Central Asia Regional Economic Cooperation 
Corridor 2 (Pap-Namangan-Andijan) Railway Electrification Project. Manila; and Proposed P53271-UZB: CAREC 
Corridor 2 (Bukhara-Miskin-Urgench-Khiva) Railway Electrification Project.  
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32. This validation offers two additional lessons. First, accurate estimates of technical 
parameters, indicators, and an improved demand analysis allow a more robust assessment of 
the project’s economic viability and development impact. Obtaining reliable existing traffic data 
along with developing sound traffic demand forecast volume would facilitate securing some of 
the key inputs required for the related efforts. It would also be beneficial to ascertain diverted 
and newly generated traffic volume including the identification of anticipated demand-shifting 
factors. These inputs provide rigor to the efficiency and impact of a transport investment. In 
addition, analyzing the commodities and passenger origin and destination patterns, and how 
they changed since the completion of the project, will provide a better appreciation of the 
economic and social impacts of the project in the affected regions. 

 
33. Second, sustained efforts in providing adequate oversight and coordination between the 
government and concerned development partners are crucial for the timely implementation of a 
project. In particular, active and regular engagement among the stakeholders enhance 
monitoring and supervision of activities. This facilitates timely decision-making and helps 
minimize implementation issues. For example, procurement processes often require consistent 
coordination among the central government, development partners, and executing agencies, 
along with accurate cost estimates at appraisal, which are critical to the expected delivery of 
results.   
 
C. Recommendations for Follow-Up 
 
34. The PCR recommended the reevaluation of future project traffic, the reassessment of 
local business opportunities of the railway, and the O&M of assets financed by the ADB loan. 
This is supported by this validation. It would enable a better assessment of the long-term 
sustainability of the railway and provide information to assess business opportunities available 
to the operator. The PCR also emphasized the importance of improving project monitoring and 
reporting, under which the UTY would strengthen project-related data collection and monitoring.  
As part of the transport sector reforms, the government was reported to have been focusing on 
the sustainability of the railway sector and the privatization of non-core assets including coal 
business units. It is recommended that ADB follow up on the progress and assess the financial 
sustainability of UYT operations. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 

 
35. Improved data and information are required to monitor future railway operations. This 
was recognized in the PCR for future projects but equally could have applied to this project. The 
submission of audited project and UTY financial statements were often delayed due to 
insufficient information and concerns over its quality, while audit opinions on the use of loan 
proceeds were lacking. These delays were discussed during ADB review missions. Although all 
reports for the FY2012 to FY2017 audited project and entity financial statements had unqualified 
opinions, the statements for the FY2018 were qualified since UTY did not have a unified 
accounting policy or comply with the requirements of International Financial Reporting Standard 
(IFRS) 3 “Business Combinations” for those businesses acquired by the entity during 2016– 
2018. The PCR suggested that this might require further examination for future projects with the 
UTY. 
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B. Comments on Project Completion Report Quality 
 
36. The PCR covered all aspects of the project and assessed it in accordance with the 
evaluation criteria and guidelines. Nevertheless, a better assessment of the project impact and 
operations after project completion could have been undertaken, including the incorporation of 
analysis on commodities being carried, the passenger transport services that are facilitated and 
also accounting for the effects of COVID-19 pandemic on the project. The analysis of passenger 
flows would have also provided more insight into the achievement of project outcome. This 
validation assesses the PCR quality less than satisfactory due to these omissions. 
 
C. Data Sources for Validation 

 
37. Data sources included the report and recommendation of the President, ADB PCR and 
mission reports. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 

 
38. The PCR recommended that the project performance evaluation report be prepared in 
2021, once the electrified rail line will have been operational for at least four years. This 
validation suggests though that the evaluation be delayed until 2023 to take into account the 
negative effects of COVID-19 pandemic on economic growth and the project.  
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