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NOTES 
 

(i) The currency equivalents above were used unless otherwise stated. 
 
(ii) In this report, $ refers to US dollars.
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Project Procurement-Related Reviews 

 
Mandate. ADB’s Anticorruption Policy requires all parties, including borrowers, beneficiaries, 
bidders, consultants, suppliers, contractors, and ADB staff to observe the highest ethical 
standards when participating in ADB-related activities. The Policy supports ADB’s obligation, in 
accordance with Article 14 (xi) of the Agreement Establishing the Asian Development Bank, to 
ensure that the proceeds of ADB financing are used only for intended purposes. 
 
As mandated by ADB’s Anticorruption Policy, the Office of Anticorruption and Integrity (OAI) 
conducts project procurement-related reviews (PPRRs) or proactive integrity reviews to help 
prevent and detect integrity violations (i.e., fraud, corruption, collusion, coercion, abuse, conflict 
of interest, and obstruction) as defined in the Anticorruption Policy and ADB’s Integrity 
Principles and Guidelines, as amended from time to time.  
 
Objective. A PPRR assesses project integrity risks by identifying any red flags of integrity 
violations through (i) examination of processes, procedures, and documentation related to 
procurement, financial management, and contract implementation/management, and (ii) 
inspection of project outputs.  OAI recommends enhancements to mitigate or eliminate 
opportunities for integrity violations. 
 
OAI conducts follow-up reviews on selected PPRRs to assess the implementation progress of 
the PPRR recommendations and to assist the executing/implementing agencies and ADB in 
implementing any remaining recommendations. 
 
A PPRR is neither an investigation of fraud and corruption nor an evaluation to assess 
development effectiveness of ADB-funded projects. It does not review project outcomes or 
development impact, which can only be assessed after the completion of a project. 
 

 

  



 

 

EXECUTIVE SUMMARY 

 
1. This report presents the results of the first project procurement-related review (PPRR) in 
Georgia.  The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank (ADB) 
conducted the PPRR in Georgia of the multi-tranche financing facility: Urban Services 
Improvement Investment Program - Tranches 3 and 4 (collectively, the Project).  Further 
document review and analyses were completed after the fieldwork in August 2016. 
 
2. The $625 million Project, $500 million of which is funded by ADB Loans 3078-
GEO(COL) and 3238-GEO and $125 million by counterpart funds, aims to improve the health of 
residents in selected secondary towns through improved water supply and sanitation services.  
The Ministry of Regional Development and Infrastructure of Georgia (MRDI) is the executing 
agency. The United Water Supply Company of Georgia LLC (UWSCG) is the implementing 
agency. 
 
3. The main objective of the PPRR is to assess project integrity risks by identifying any red 
flags of integrity violations through (i) examination of processes, procedures, and documentation 
related to procurement, financial management, and contract implementation/management, and 
(ii) inspection of project outputs. To achieve this objective, the PPRR team evaluated the 
Project’s adherence to the three core pillars of project integrity: (a) transparency, (b) fairness, 
and (c) accountability and control. 

 
4. Overall, UWSCG demonstrated a culture of ethics and strong project management 
capacity, especially in the financial management of the project. The following are the project 
strengths noted: 

 

 General compliance with ADB guidelines and loan agreements 

 Close collaboration between the executing and implementing agencies and ADB 

 Segregation of duties in place for procurement and financial management 

 Efficient records management in place 

 Procurement roles are well-defined 

 Fast turnaround time for inquiries and responses  

 Effective monitoring of contract balances 

 Contractor/consultant billings timely endorsed 

 Project fund disbursements properly supported 

 Positive feedback from beneficiaries 
 
5. Significant issues, however, were identified during asset inspection that have affected 
the progress of the Project and in the bid evaluation where the evaluation criteria were not 
correctly applied. While UWSCG has taken prompt action to address these issues, their 
occurrence heightened project integrity and reputational risks. See Figure 1 for the summary.1 

 
Figure 1: Summary of Key Findings 

 

 

ACCOUNTABILITY AND CONTROL 

 Acceptance of substandard pipes 

 Delay in review of detailed design  

 Improper storage of materials 

 Off-specifications for manholes used and installed 

                                                
1
 In instances where the finding cuts across several pillars, it is presented under the pillar where it is most relevant. 
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 Improper backfilling and compaction 

 Safety hazards 

 Environmental problem in the storage area 

 Insufficient due diligence conducted during evaluation stage  

 Unclear accountability for infrastructures design modification 

 

FAIRNESS 

 Inclusion of net non-current assets in evaluating financial capacity 

 Inaccurate evaluation 

 

TRANSPARENCY 

 Insufficient information in the bid evaluation report 

 
6. Each finding was assigned a risk rating (high, medium, low) to guide the UWSCG and 
ADB, as applicable, in prioritizing commensurate corrective actions. Only high and medium risk 
findings are presented in this report. The most significant findings are discussed below.  
 
7. Acceptance of substandard pipes.   In two civil works contracts, the contractors 
accepted the pipes without carrying out independent material tests and relied only on the 
manufacturer’s certifications.  The pipes were only tested after delivery and were found to be 
substandard. UWSCG, through the supervision consultants, issued a non-compliance report 
and terminated the contract for various issues noted with the contractor. In future contracts, 
UWSCG should resolve quality issues through preventive and early detection measures.  

 
8. The PPRR Engineer also noted that all pipes delivered to the three sites inspected did 
not have warranties.  Unfortunately, the contracts do not require pipe warranties. UWSCG is 
already considering to require pipe warranties from the suppliers of the contractors in future 
contracts.  

 
9. The issue on substandard pipes caused delays and may eventually result in substantial 
cost implications. With regard to the terminated contract, the supervision consultants should 
ensure that the new contractor replaces the substandard pipes to prevent possible water 
contamination and leakage. 
 
10. Inclusion of net non-current assets in evaluating financial capacity. When 
evaluating the availability of financial resources of the bidders, the bid evaluation committee 
(BEC) incorrectly added the net non-current assets to the (i) working capital (net current assets) 
and (ii) credit lines of bidders. These significantly increase the financial capacity of the bidders. 
For one civil works contract, exclusion of the net non-current assets from the financial resources 
of the JV partners of the winning bidder would result in insufficient financial capacity of the 
winning bidder.  If the winning bidder was disqualified, the next substantially responsive bidder 
would have been awarded the contract. Both UWSCG and ADB should ensure that the BEC 
members use the updated forms, templates, and worksheets to properly compute the available 
financial resources. 
 
11. Inaccurate evaluation.  Nine instances of inaccurate evaluations or application of 
evaluation criteria were noted.  For future contracts, MRDI and UWSCG should ensure that 
evaluation criteria are correctly applied and accurately reflected in the evaluation reports. 



 
iii 

 

 

 
12. Delay in review of the detailed design.  The supervision consultants did not perform 
the detailed design review prior to procurement of civil works, as stated in the contract. The use 
of the original design, which contained bill of quantities (BoQ) errors and inconsistencies, 
affected project implementation progress.  To prevent this, UWSCG should ensure that 
supervision consultants carry-out detailed design review before procurement of works and that 
detailed design errors are promptly resolved. 
 
13. Improper storage of materials.  During the asset inspection, materials such as pipes 
and manholes were not properly stored.  Poor handling and storage of materials could result in 
additional costs to the Project due to deterioration and the consequential delay in replacing 
them.  In all cases, materials should be properly stored in a suitable location to prevent 
deterioration and potentially rendering them obsolete. 
 
14. All findings were discussed with MRDI, UWSCG, and ADB’s Georgia Resident Mission 
(GRM) and their feedback on the preliminary findings are incorporated in this report.  ADB’s 
Central and West Asia Department (CWRD) and GRM should monitor the implementation of the 
PPRR recommendations to continuously improve Project integrity and implementation.  Lessons 
learned from this PPRR, if adopted, will strengthen the integrity of project implementation going 
forward. If replicated, they will also improve other ADB-financed and/or administered projects in 
Georgia. 
 
15. OAI appreciates the cooperation and support of MRDI, UWSCG, GRM, and CWRD 
extended to the PPRR team. 
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I. OVERVIEW 

 
1. The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank (ADB) 
conducted its first project procurement-related review (PPRR) in Georgia of its multi-tranche 
financing facility (MFF): Urban Services Improvement Investment Program (Tranches 3 and 4) 
under Loans 3078-GEO(COL) and 3238-GEO (collectively, the Project) in August 2016.2  
Further document review and analyses were completed after the fieldwork.  This report presents 
the findings and recommendations resulting from the PPRR.3 
 
2. The overall objective of the PPRR is to assess project integrity risks by identifying any 
red flags of integrity violations.  The Project’s vulnerabilities and risks in the areas of 
procurement, financial management, and asset management were identified through the review 
of sampled contracts. 
 
Project Background, PPRR Scope and Coverage 
 
3. Relevant aspects of the Project reviewed, including funding sources, are provided in 
Figure 1.  
 

Figure 1: Project at a Glance 

 
 

  

                                                
2
  OAI was assisted by the engaged consultants (collectively, the PPRR Team), in this PPRR. 

3
  The fieldwork for this PPRR was conducted between 25 July to 19 August 2016, and this report is untimely. OAI 

regrets the delay in issuing this report and has taken steps to ensure that going forward, such delays will not occur. 
We appreciate your understanding on the foregoing. Given the delay, we appreciate that actions may have been 
taken to address some of the findings noted. 
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4. Tranches 3 and 4 of the Project are funded through ADB and counterpart funds with the 
following allocation: 
 

Figure 2: Financing Plan 

 
 
5. Of the 12 contracts awarded ($128.7m), 6 contracts ($88.63m) were reviewed. The 
PPRR (a) assessed the implementing agency’s internal controls and capacity, (b) examined the 
procurement processes and related documentation for all procurement stages, (c) verified the 
appropriateness of project disbursements and related documentation, and (d) inspected the 
progress of works in all civil works and goods contracts (4 of the 6 contracts reviewed).  Figure 
3 presents the scope of the PPRR. 
 

Figure 3: PPRR Scope 
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II. FINDINGS AND RECOMMENDATIONS 

 
6. This report and its appendices, as applicable, incorporates the comments received from 
the MRDI, UWSCG, ADB’s Georgia Resident Mission (GRM), and ADB’s Urban Development 
and Water Division, Central and West Asia Department (CWUW). 
 
PROJECTS’ STRENGTHS 
 
7. Overall, UWSCG demonstrated strong project management capacity and displayed a 
good ethical culture.  The following are noted to be the project’s strengths. 
 
Overall 

 General compliance with ADB guidelines and loan agreements. Project is generally 
compliant with applicable policies and procedures, which is crucial in maintaining project 
integrity and transparency of processes. 

 Close collaboration between the executing and implementing agencies and ADB.  Open 
communication lines between UWSCG and CWUW, including GRM is crucial and has 
resulted in timely reporting and resolution of project implementation issues. 

 Segregation of duties in place. The functions relating to procurement and financial 
management are properly segregated. No one person works on incompatible functions. 

 Efficient records management in place.  The availability of all project-related documents 
for PPRR reaffirms UWSCG’s commitment to the Project’s success and contributed to 
the overall transparency of the Project. 

 
Procurement 

 Procurement roles are well-defined.  The well-defined roles and responsibilities of 
UWSCG’s procurement personnel, and bid evaluation committee contributed to 
transparency of the procurement processes. 

 Fast turnaround time for inquiries and responses.  Prompt response time for inquiries 
from bidders and contractors enabled timely resolution of issues. 

 
Financial Management 

 Effective monitoring of contract balances.  Fund reconciliations and financial monitoring 
system contributed to efficient tracking of payments and contract balances. 

 Contractor/consultant billings timely endorsed.  The invoices reviewed have been timely 
processed, which enabled smooth cash flows of engaged contractors and consultants. 

 Project fund disbursements properly supported.  Sample disbursements reviewed were 
fully supported. 

 
Asset Management 

 Positive feedback from beneficiaries.  Beneficiaries emphasized their appreciation on the 
Project which they expect to result in 24-hour water supply, permanent connection of 
household to the sewerage system and greatly uplift their way of living. 
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SIGNIFICANT ISSUES 
 

Integrity Pillar Findings Implications 

 

Acceptance of substandard pipes 
 
Affected contracts: 2 out of 3 civil works 
contracts reviewed 

 Substandard pipes will result in 
reduced life span and additional 
costs. 

 If not resolved, this may 
contaminate water and result in 
health issues for beneficiaries. 

 

Inclusion of net non-current assets in 
evaluating financial capacity 
 
Affected contracts: 3 out of 3 civil works 
contracts reviewed 

 Available financial resources of 
bidders were not presented 
fairly. 

 An unqualified bidder won the 
contract. 

 
8. Acceptance of substandard pipes. The PPRR Engineer noted that the supervision 
consultant accepted the pipes for installation based on the manufacturer’s certifications and 
without carrying out independent material test prior to delivery in Project Site A for Contract A, 
as required.  Upon subjecting the pipes for material test after delivery, the pipes were 
considered substandard.  In response to the situation, a non-compliance report was issued by 
the supervision consultant after the PPRR fieldwork.   

 
9. In relation to the pressure test of pipes in Project Site A, the PPRR Engineer noted that, 
as disclosed in the June 2016 progress report, the contractor did not subject all installed pipes 
for pressure test. Only 8.5% of the total installed pipes were tested.4  The PPRR Engineer also 
noted that the issued test reports did not identify which pipes were tested and compliant to the 
requirements. Due to various issues noted, the contract with this contractor has been terminated 
and a replacement is being processed.5 

 
10. In the civil works 
contract (Contract B) in 
Project Site B, the PPRR 
Engineer noted that the 
supervision consultant 
accepted the pipes solely 
based on the manufacturer’s 
certifications.  The PPRR 
Engineer also noted that 
there were approximately 91 
pipes of different diameters 
segregated due to quality 
issues.  Based on progress 
reports, around 100 km of 
pipes had already been installed, which may contain defective pipes.  Though the pipes passed 
the pressure test, the durability is unknown.  Figure 4 presents photo of the defective pipe. 
 
11. Regarding pipe warranties, the PPRR Engineer noted that all pipes delivered in Project 
Sites A, B, and C were not provided with any warranties. However, the relevant contracts did 

                                                
4
  Based on the June 2016 progress report, only 800 meters of the total 9,408 meters installed were tested. 

5
 Contract A with Contractor A was terminated last year. The only payment made was the advance payment which 

UWSCG recovered through the advance payment guarantee. The value of completed works to be reimbursed to 
the contractor is still with the Disputes Board for resolution. 

   
Figure 4. Sample defective pipe (left) and a cross-section of the 
pipe showing clearly the defects or bubbles (right). 
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not stipulate for pipe warranties to be provided under UWSCG’s name. To address this, 
UWSCG is already considering its inclusion in future contracts. 

 
12. Recommendation. UWSCG should resolve quality issues through preventive and early 
detection measures. The supervision consultant should diligently monitor the pressure tests for 
the remaining pipes and properly record the results. With regard to warranties, UWSCG is 
already considering to require pipe warranties from suppliers of the contractors in future 
contracts. 
 
13. Inclusion of net non-current assets in evaluating financial capacity. When 
evaluating the availability of financial resources of the bidders, the bid evaluation committee 
(BEC) incorrectly added the net non-current assets to the (i) working capital (net current assets) 
and (ii) credit lines of bidders. These significantly increase the financial capacity of the bidders.  

 
14. The non-current assets and non-current liabilities should not be included in the 
calculation of available financial resources as non-current assets are not easily convertible into 
liquid assets.  
 
15. For one civil works contract, exclusion of the net non-current assets in computing the 
availability of financial resources of the JV partners of the winning bidder would result in 
insufficient financial capacity of the winning bidder.  If the winning bidder was disqualified, the 
next substantially responsive bidder would have been awarded the contract.  

 
16. UWSCG explained that this calculation has been consistently used and clearly 
presented in the BER. The PPRR team understands that, prior to January 2013, the standard 
bidding documents included net non-current assets in computing for available financial 
resources. However, in the January 2013 and April 2014 updates of the User’s Guide to 
Procurement of Works: Standard Bidding Document, the net non-current assets were no longer 
included in the computation for financial resources. While the BER clearly shows that net non-
current assets were included to compute for available financial resources, ADB did not comment 
on this. Based on the June 2017 progress report, this civil works contract is at 57% completion, 
with its revised completion date being discussed.6 

 
17. CWUW commented that the bidding process commenced in 2013-2014 for Tranches 3 
and 4 when capacity of the Project Administration Unit (PAU) staff was limited. Currently, the 
PAU team is already staffed with two procurement specialists engaged under the Loan. 
 
18. Recommendation. The financial capacity of the bidders and their compliance with the 
respective qualification criteria should be evaluated excluding their net non-current assets. Both 
UWSCG and ADB should ensure that the BEC members are aware of this requirement and that 
any forms, templates, and/or worksheets used are updated to reflect that net non-current assets 
are no longer included in computing for available financial resources. 
 
 
 
 
 
 
 
 

                                                
6
   During the PPRR fieldwork in August 2016, the physical progress of the contract was 37%. 
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PROJECT’S VULNERABILITIES 
 
19. The high risk vulnerabilities identified in the Project are not significant enough to prevent 
the accomplishment of the Project objectives.  These findings are presented by pillar of project 
integrity affected: (a) accountability and control, (b) fairness, and (c) transparency.7   
 
20. Each finding was assigned a risk rating (high, medium, low).8  Only the high and medium 
rated findings are provided in this report. 
 
A. Accountability and Control 

 
Integrity Pillar Findings Implications 

 

Delay in review of the detailed 
design 
 
Affected contract: 1 out of 1 
supervision consultant 
contract 

 The project’s construction progress has 
been affected and may result in cost 
overruns. 

Improper storage of materials 
 
Affected contracts: 3 out of 3 
civil works contracts reviewed 

 The materials may hastily deteriorate 
and result in additional costs. 

 Off-specifications for 
manholes used and installed 
 
Affected contract: 1 out of 3 
civil works contracts reviewed 

 Use of off-specifications materials may 
increase material costs and 
compromise the quality of works. 

 Improper backfilling and 
compaction 
 
Affected contract: 1 out of 3 
civil works contracts reviewed 

 Improper soil settlement may occur. 

 Safety hazards 
 
Affected contract: 1 out of 3 
civil works contracts reviewed 

 Untoward incidents may happen, which 
may result in legal and reputational risk 
for both the government and ADB. 

 Environmental problem in the 
storage area 
 
Affected contract: 1 out of 3 
civil works contracts reviewed 

 Fuel leakage directly on the soil pollutes 
the environment and the ground water. 

                                                
7
  Accountability and control in projects requires compliance with all relevant agreements, laws, rules, regulations, 

and guidelines, including rectification of any non-compliance; establishing a clear chain of responsibility for 
approvals, proper segregation of duties, and setting the obligations for internal and external project reporting; well-
designed and consistently applied controls; and monitoring by key players in project activities. Fairness in projects 

requires equal opportunity and treatment for bidders and consultants; equitable distribution of rights and obligations 
between project agencies/units and suppliers, bidders, consultants, and contractors; and existence of credible 
mechanisms to address project-related complaints and to provide recourse. Transparency in projects requires 

relevant project information be made available consistently and in a timely manner; appropriate reporting of project 
activities; and use of confidentiality provisions in contracts only when justified.  

8
  High: Immediate attention and corrective action are required since failure to take action could result in major 

adverse impact on the project and ADB's reputation.  Medium:  action is required since failure to take action could 
result in negative consequences on the project and ADB’s reputation.  Low: An existing system may continue to 

operate but corrective action will result in increased efficiencies in processes. 
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Integrity Pillar Findings Implications 

 

Insufficient due diligence 
conducted during evaluation 
stage 
 
Affected contracts: 2 out of 6 
contracts reviewed 

 Inadequate due diligence may result in 
legal risks and/or awarding of contracts 
to unqualified bidders. 

 Unclear accountability for 
infrastructures design 
modification 
 
Affected contract: 1 out of 3 
civil works contracts reviewed 

 Construction schedule and projects 
costs may be adversely affected. 

 
21. All the civil works and goods contracts of the six contracts reviewed were inspected.  
During the inspections, the beneficiaries residing around the Project area or site provided 
positive feedback on the quality of the ongoing construction.  The beneficiaries from Project 
Sites A, B, and C emphasized that the Project would result in a 24-hour supply of water and 
permanent connection of households to the sewerage system rather than use of cesspits.  The 
PPRR Engineer, however, noted several deficiencies in the Project designs and shortcomings in 
certain civil works as highlighted below. 
 
22. Delay in review of the detailed design. Per the contract agreement of the supervision 
consultants, the review of the detailed design of the civil works contracts should be performed 
with the report submitted 4 weeks after the commencement of the services of the supervision 
consultants. This is also the period prior to procurement of civil works. The PPRR Engineer 
noted that the supervision consultants did not perform the detailed design review prior to 
procurement of civil works. This prompted the use of the detailed design containing BoQ errors 
and inconsistencies. 

 
23. In relation to the design errors, which should have been known if review had taken place 
prior to procurement of civil works, the PPRR Engineer noted a design modification to relocate 
reservoir 1.  The relocation was required as the original location was intended for recreational 
and touristic purposes.  In addition, the original location which is in the middle of a highly dense 
urban area could result in floods in case of structure failure. 

 
24. The design modifications, in this instance, did not lead to substantial contract variations. 
They, however, have slowed down the progress of the Project. Furthermore, it should be 
emphasized that should a similar lapse occur in the future, a re-bid might be necessary since 
bids of other potential bidders could change based on the changes in the design and BoQ. 

 
25. Recommendation. UWSCG should ensure that the errors in the detailed design are 
promptly resolved to ensure that construction delays are minimized. Furthermore, UWSCG 
should ensure that in future contracts, the supervision consultant should conduct a detailed 
design review prior to procurement of works to identify defects or omissions that could 
compromise the quality of construction and the target completion date.  These should be 
promptly addressed and reflected in the BoQ with modified design during procurement. 

 
26. Improper storage of materials. Materials such as pipes and manholes were not 
properly stored. If not addressed, these materials could deteriorate and would have to be 
replaced. Thus, it would result in implementation delays. Photos of the storage areas are shown 
in Figures A1- A4. 
 



8 

 

 

 
Figure A1. Pipe storage on the ground and with 
damaged cover. 

 
Figure A2. Improper storage of manholes. 

 
Figure A3. Pipe storage without proper cover. 
 

 
Figure A4. Storage of pipes without protection 

 
27. Recommendation. UWSCG should ensure that contractors properly store materials 
(e.g., pipes, manholes, fittings) in a suitable location to prevent deterioration, potential loss, and 
eventual delays in the Project. 
 
28. Off-specifications for manholes used and 
installed.  As stated in the BoQ Item 500.1 (Provide 
and place concrete manholes) and 500.7 
(Alternative item to 500.1 is to provide and place 
reinforced prefabricated manholes) for Contract A, a 
concrete manhole may be substituted with a plastic 
manhole. This should only be done after the 
approval of UWSCG to assess the technical and 
cost impact on the Project. However, the PPRR 
Engineer observed that the contractor is using 
plastic (polyethylene with 1000 mm diameter) 
manholes instead of concrete manholes without 
approval.  Per June 2016 progress report submitted 
by the supervision consultant, 186 plastic manholes were installed instead of concrete 
manholes.  A photo of the plastic manhole being installed during asset inspection is shown in 
Figure A5. While the supervision consultants were aware of the installation of plastic manholes 
without proper approval, they were unable to stop the contractors from continuing its installation 
despite repeated warnings. As previously stated, this contract was terminated and replacement 

 
Figure A5. PE Manhole (DN1000 mm) 
installed on sewage network in Project 
Site A. 
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is being processed. This issue on the use of plastic manholes was one of the major reasons for 
UWSCG and the supervision consultants to terminate Contract A and replace the contractor. 
 
29. Recommendation. UWSCG should clarify with the supervision consultant and new 
contractor, once awarded, that any use of alternative materials should be approved by UWSCG. 
The quality and cost impact should be factored into consideration before using alternative 
materials. 
 
30. Improper backfilling and compaction.  For every section of a trench, proper 
compaction and backfilling should be carried out for the pipes to be installed correctly.  
However, the PPRR Engineer noted that one section of trench in Project Site A was not properly 
compacted and backfilled. The improper compaction resulted in damage to existing pipes. A 
new contractor is being engaged to replace the erring contractor. 
 
31. Recommendation. UWSCG should ensure that backfilling and compaction follow 
proper procedures and should be done in the presence of the supervision consultant. The 
supervision consultant should closely monitor the new contractor to prevent improper backfilling 
and compaction from recurring. 

 
32. Safety hazards. During asset inspection in 
Project Site A, the PPRR Engineer noted that safety 
procedures are poorly exercised (e.g., no trench 
support during excavation, no safety signs or personal 
protection equipment (PPE). The photo is shown in 
Figure A6. 
 
33. Recommendation. UWSCG should ensure 
that supervision consultants provide proper oversight 
for contractors and comply with the safety standards. 
 
 
 

 
34. Environmental problem in the storage area.  
During the asset inspection in the storage area in 
Project Site A, the PPRR Engineer noted that the fuel 
tank was leaking directly to the soil. The tank was built 
or constructed without a double layer that should 
prevent fuel leakage.  A Photo of the storage tank is 
shown in Figure A7. 
 
35. Recommendation. UWSCG should ensure 
that the supervision consultants and contractor comply 
with environmental standards and properly install the fuel tanks with a double layer. 
 
36. Insufficient due diligence conducted during evaluation stage.  In the following 
instances, the BEC did not exercise sufficient due diligence in its evaluation. 

 
a. In a losing bidder’s submission, the authority of the representatives of two of the JV 

partners to sign the Power of Attorney and the Letter of Intent to form a JV on behalf 
of their companies were missing. Clarifications were not sought to confirm authority 
of these representatives to sign. 

 
Figure A7. Storage tank with fuel 
leakage. 

 
Figure A6. Trench without support. 
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b. Inconsistencies in the information provided in Form ELI-2 and the personnel CVs of 
one of the JV partners of the winning bidder were noted. 

c. The winning bidder did not provide evidence of successful completion of past 
contracts to demonstrate compliance with the experience requirements. 

d. The date of the bidder’s establishment as stated in the list of past contracts is one 
year before the date on the Extract from the bidder’s country’s Chamber of 
Commerce Commercial Register. 

e. Bidding forms were not appropriately included in the issued bidding documents. 
 
37. In the above instances, the results of the evaluation would not have been affected. 
 
38. Recommendation. UWSCG should ensure that BEC seeks clarifications whenever 
necessary and validates information from source documents submitted. If necessary, additional 
clarifications may be sought from the bidder and/or other sources, especially on information 
critical for the evaluation. 
 
39. Unclear accountability for infrastructures design modification.  Due to errors in the 
detailed design, the pumping stations and reservoirs design needed to be modified. Depending 
on the required modifications, there could be a corresponding cost implication. Further delays in 
resolving this could result in substantial lags in the construction schedule and a resulting 
increase in project costs. 
 
40. Finding addressed. UWSCG has resolved this issue and the Contract B contractor is 
now preparing the design modifications as required. 
 
B. Fairness 
 

 
Integrity Pillar Findings Implications 

 

Inaccurate evaluation 
 

Affected contracts: 3 out of 6 contracts 
reviewed 

 Inaccuracies in evaluations 
diminished their quality and 
integrity. 

 
41. Inaccurate evaluation. Nine instances of inaccurate evaluations or application of 
evaluation criteria were identified. The following inaccuracies were noted. 

 
42. Inclusion of Provisional Sums in determining lowest evaluated bidder.  Based on 
ADB’s Guide on Bid Evaluation9 and Instruction to Bidders (ITB) 34.2,10 Provisional Sums 
should be excluded in evaluating bids.  However, in determining the lowest evaluated bidder for 
the three civil works contracts, the Provisional Sums were included in the computation.  This, 

                                                
9
 Sec. 1.5.g states that “Provisional Sums for Contingencies are budgetary items only, and are not bid   

competitively. They may be a fixed amount, or a percentage of the bid price as a whole or the bid price of specific 
schedules of the bill of quantities as specified in the bidding documents. As contingencies are not bid 
competitively, they must be excluded for evaluation purposes.” 

10
  Clause 34.2 states that “To evaluate a bid, the Employer shall consider…(a) the bid price, excluding Provisional 
Sums and the provision, if any, for contingencies in the Summary Bill of Quantities, but including Daywork items, 
where priced competitively…”. 
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however, did not affect the results of the evaluation since all bidders have quoted the same 
provisional sums identified in their respective bidding documents.11 

 
43. In determining the lowest evaluated bidder, exclusion of Provisional Sums in the 
evaluation is important.  This is especially so when the Provisional Sum is not a fixed nominal 
amount but a percentage of the bid price, since this could put qualified bidders at a 
disadvantage. 

 
44. Recommendation. The BEC should ensure that in determining the lowest evaluated 
bidder, Provisional Sums are excluded in the evaluation. 

 
45.  Incorrect revenue used in evaluating financial capacity.  BEC used “total revenue” 
instead of “construction revenue” in computing average annual construction turnover (AACT). 
This is noted in two losing bids for one civil works contract.  In one losing bid, the construction 
revenue could be obtained from the notes to the financial statements attached to the submitted 
financial statements. In the other losing bid, the BEC did not seek clarifications to confirm which 
percentage of the total revenue amount is from construction. 

 
46. Recommendation. Use the construction revenue in computing for AACT. Obtain the 
construction turnover from the annual financial statements of the bidders and seek clarifications 
from the bidders, if necessary. It is also recommended that UWSCG discuss this requirement 
during pre-bid meetings to clarify and emphasize such requirements to potential bidders. 

 
47. Auditors’ qualified opinion on the winning bidder’s financial statements not 
considered.  For one of the JV partners of the winning bidder, the auditors expressed a 
qualified opinion on the construction turnover amounts for the years 2012 and 2013.  This is due 
to the revenue recognition approach from construction contracts which, per the auditors, was 
not in line with the International Financial Reporting Standards requirements.12  The amounts of 
turnover from construction activities, nevertheless, were used by the BEC for AACT calculation 
purposes and were declared acceptable. 

 
48. Recommendation. BEC should review the auditor’s reports to identify any issues that 
could affect the evaluation of the bidders. Clarifications should be sought from the winning 
bidder prior to contract award to decide whether the information could be reliably used in the 
evaluation of the bidder. 
 
49. Inaccurate evaluation and information on the BER.  Part II Section A of the BER 
stated that the bid of a losing bidder was partially complete because i) Two units of dewatering 

                                                
11

  UWSCG acknowledged the importance of excluding provisional sums when evaluating bid prices, especially when 
provisional sums are not fixed amounts but percentages of the bid price.  UWSCG is prepared to consider the 
recommendation in future evaluations. 

12
  Basis for Qualified Opinion of the audited F/S as of 31 December 2013 of the Auditor: “The Company couldn’t 
reliably assess percentage of completion of the construction contracts which were effective during 2013 and 2012 
years.  The Company recognizes revenue from construction contracts using the schedule agreed with the 
customer on a systematic basis (usually monthly) which constitutes a departure from international Financial 
Reporting Standards.  Recognized revenue from construction contracts was GEL 52,398,058 and GEL 44,196,672 
and GEL 57,322,421, total cost of sales GEL 44,196,672 and 42,069,115 and trade receivables GEL 10,840,981 
and GEL 1,664,841 respectively in 2013 and 2012 years.  Consequently, we were unable to determine whether 
any adjustments to these amounts were necessary.”  Note 5 of F/S: “The Company has long term service 
contracts related to design, construction and installation works throughout Georgia, including construction of 
hydro-technical structures, tunnels, roads and other buildings.  As percentage of completion of the construction 
contracts, which were effective during 2013 and 2012 years couldn’t be estimated reliably the receivables and 
revenues arose from those contracts are recognized using the schedule agreed with the customer on a systematic 
basis (usually monthly).  Such schedule is an approximation of the percentage of completion of total works.” 
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equipment (pumps, trench sheeting) was not submitted”, and ii) “CVs for two positions were not 
submitted”.  However, upon review of the bidder’s bid package, it was noted that all the forms 
for the equipment and personnel required by bidding documents were duly submitted.  These 
inaccuracies, if corrected, would not change the outcome of the evaluation. 

 
50. Recommendations. BEC should thoroughly review their evaluation to ensure accuracy of 
information in the BER. Exercising peer review procedures for verifying the completeness of bid 
packages is best practice. 
 
C. Transparency 
 

Integrity Pillar Findings Implications 

 

Insufficient information in the bid 
evaluation report 
 
Affected contract: 1 out of 2 
consultancy contracts reviewed 

 Non-disclosure of information 
that supports procurement 
decisions made diminished the 
transparency of the process. 

 
51. Insufficient information in the bid evaluation report. The criteria used for shortlisting 
the firms for the construction supervision consultants were indicated in the evaluation report. 
However, the evaluation report did not explain the reasons for shortlisting the six firms.  
 
52. Recommendation. To enhance transparency of future procurement processes, the BEC 
should include in the BER the discussions relating to their decision to pursue the evaluation. 

 

III. CONCLUDING REMARKS 

 
53. Given that this is the first PPRR in Georgia, the PPRR Team acknowledges that MRDI 
and UWSCG and ADB’s CWUW and GRM have demonstrated strong project management 
capacity.  While there are areas for improvement, these are not seen to prevent the 
accomplishment of the Project’s objectives.  Implementation of recommendations in this report 
will improve results achieved to date. An Action Plan Template is provided to be used for 
monitoring the implementation of the recommendations. The lessons learned from this PPRR 
should be applied to all projects where applicable. 
 
54. The Project team was proactive and responsive to the PPRR requirements.  The strong, 
dedicated, and professional Project staff contributed to the successful conclusions of the PPRR 
fieldwork, with all findings appropriately clarified, and recommendations agreed. 
 
55. CWUW and GRM are encouraged to continue to work with MRDI and UWSCG to 
strengthen commitment in promoting transparency, fairness, and accountability. The PPRR 
Team appreciates the cooperation and assistance of the MRDI and UWSCG during the PPRR, 
and ADB CWRD, specifically CWUW and GRM, for the valuable support and inputs to the 
PPRR. OAI remains available for consultation on any matters in this report or issues that may 
affect the integrity of project implementation. 


	EXECUTIVE SUMMARY
	I. OVERVIEW
	II. FINDINGS AND RECOMMENDATIONS
	III. CONCLUDING REMARKS



