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Project Administration Manual Purpose and Process 
 

1. The project administration manual (PAM) describes the essential administrative and 
management requirements to implement the project on time, within budget, and in accordance 
with the policies and procedures of the government and Asian Development Bank (ADB). The 
PAM should include references to all available templates and instructions either through linkages 
to relevant URLs or directly incorporated in the PAM. 
 

2. The Azerbaijan Railways Closed Joint Stock Company (ADY) is wholly responsible for the 
implementation of ADB-financed projects, as agreed jointly between the borrower and ADB, and 
in accordance with the policies and procedures of the government and ADB. ADB staff is 
responsible for supporting implementation including compliance by ADY of their obligations and 
responsibilities for project implementation in accordance with ADB’s policies and procedures. 
 

3. At loan negotiations, the borrower and ADB shall agree to the PAM and ensure consistency with 
the loan agreement. Such agreement shall be reflected in the minutes of the loan negotiations. 
In the event of any discrepancy or contradiction between the PAM and the loan agreement, the 
provisions of the loan agreement shall prevail. 

 
4. After ADB Board approval of the project's report and recommendations of the President (RRP), 

changes in implementation arrangements are subject to agreement and approval pursuant to 
relevant government and ADB administrative procedures (including the Project Administration 
Instructions) and upon such approval, they will be subsequently incorporated in the PAM. 

 
 





 
 

 
 

I.  PROJECT DESCRIPTION 
  

1. The proposed Azerbaijan Railway Sector Development Program will provide project 
financing for the rehabilitation of the track and structure of the Sumgayit–Yalama rail line—a key 
link in the North South Railway Corridor within the Central Asia Regional Economic Cooperation 
(CAREC) network—to improve rail network serviceability (the project loan); and support to railway 
sector development reforms in management autonomy and governance, financial restructuring, 
reporting and control, operational efficiency, and corporate restructuring (policy-based loan 
[PBL]).  
 
A. Rationale 

2. Sector development context. There has been a steady decline of railway market share 
in Azerbaijan, as also observed in other countries in the region. Road network expansion and 
pipeline network improvements brought competitive pressures onto railways that compounded 
the difficulties imposed on its infrastructure by the dearth of investment over the years.1 During 
the 2000s, following major investments in the oil and gas industry and a related boom in non-
tradable sectors (construction and real estate), railway sector benefited from growing resource-
related exports and imports of construction materials and consumer goods. But the market share 
of rail transport continued to decline. In 2006, at the peak of the economic cycle that Azerbaijan 
experienced, over 26.5 million tons of goods were transported by railways.2 This volume dropped 
to 22.4 million tons in 2010 and 15.5 million tons in 2016 with the current economic downturn.  
 
3. Core development problem. Decades of deteriorating infrastructure and rolling stock, as 
well as lack of commercial orientation in management and planning decisions, have affected 
railway service competitiveness and financial viability. Lack of supporting policy and institutional 
mechanisms—the deep root causes of the current problems—aggravated the financial 
performance of Azerbaijan Railways Closed Joint Stock Company (ADY) over time, and only 
rising indebtedness allowed company operations to continue. 3 The recent steep reduction in 
freight demand and the level of losses in passenger services have made the heavy legacy 
(institutional and financial) problems at ADY increasingly difficult to manage. With the economic 
growth decline in Azerbaijan, gross expenditure on railway services decreased substantially, 
exposing the current railway problems. Crucially, while the East–West rail corridor has been under 
modernization since 2009,4 railway sector prospects need to be further enhanced on the North–
South rail corridor.5 The latter has great potential once the network from Yalama (on Azerbaijan's 
Russian border) to Astara (on the Iranian border) is upgraded, and the planned Rasht–Astara link 

 
1  Policy issues were also a deep root contributor to the current situation. For example, the railways sector faces a 

particular cost-disadvantage vis–à–vis the road sector, as no road tolls are paid by users in Azerbaijan. Road 
construction and maintenance is 100% paid directly by the Government. 

2  Of these, 54% were oil-related products (exports and transit almost equally split) and 32% were construction 
materials (mostly imports from the north or the south). This is only about one-third of peak rail traffic handled in the 
past. 

3   ADY, transformed from a government railway department into a government-owned self-accounting closed joint stock 
company in 2009, manages the country’s railway network—about 2,096 track route-kilometers (km). Most of ADY’s 
revenues come from freight; passenger services lose money but are socially important.  

4    Railway infrastructure modernization on the 503 km East–West railway line is largely financed by the World Bank 
and the Česká exportní banka (Czech Export Bank). This forms part of the almost-completed Baku–Tbilisi–Kars 
corridor, which will provide a direct link from the Caspian countries to Turkey and on to Europe. 

5   The unification of the railways of Azerbaijan, Iran, and the Russian Federation forms part of the International North–
South Transport Corridor—a multimode network of ship, rail, and road routes for moving freight from Northern 
Europe to South and Southeast Asia. 
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in Iran is completed.6 These service improvements will enable ADY to capitalize on the country's 
crossroads location and provide safer, more energy-efficient, cheaper, and less road-intensive 
transport. Nevertheless, deep reforms are crucial for all this to be fiscally sustainable. 
  
4. ADY management7 and the Ministry of Finance (MOF) face the following challenges:  
 

(i) maintaining deteriorated infrastructure and rolling stock to industry standards to 
avoid immediate reductions in service competitiveness, while financing key 
infrastructure rehabilitation and replacement investments to improve future service 
competitiveness;  

(ii) servicing legacy debt against stagnating free cash flow, while incurring the short-
term costs of reducing and rationalizing an oversized workforce, to implement 
productivity-enhancing changes and afford better compensation levels; and 

(iii) changing ineffective management information and financial control systems and 
establishing proper accounting systems to provide key financial information to 
support effective service level and pricing decisions. 

 
5. Need for a sector development program. The development problem summarized above 
urgently requires a comprehensive policy and fiscal response from the government that (i) 
promotes institutional, corporate, financial management and control, and labor and debt-
restructuring reforms; and (ii) makes crucial financing available to upgrade ADY’s service capacity 
and/or competitiveness. The railway development challenges require properly sequenced 
institutional and corporate reform actions. These reforms are crucial so that a financially 
sustainable outlook for investment financing can help tackle the physical constraints to the freight 
and passenger businesses. The sector development program modality enables multiyear 
assistance to such a sector-focused reform and investment financing agenda.8  
 
6. ADB’s value addition. The program, included in the Asian Development Bank’s (ADB) 
country operations business plan for Azerbaijan, 2018–2020,9 will be ADB’s first intervention in 
Azerbaijan’s railways. Dialogue on the program’s design and the assistance began in late 2015.10 

The program’s multiyear, programmatic policy loan component supports the government’s reform 
agenda for the railway sector and the currently-integrated main operator. Its project loan 
component synergizes infrastructure improvement of Azerbaijan’s East–West and North–South 
railway corridors to maximize the country’s transit potential. In addition, since ADY’s capacity is 
significantly stretched by the wide range of pressing challenges, ADB will allocate TA to facilitate 
policy dialogue and support implementing further change. This will enhance the coordination with 
development partners, key ADY stakeholders and other policy makers regarding the challenging 
reform processes.  

 
6  Construction of this link is expected to be launched in 2018 with funding from the governments of Azerbaijan and 

Iran. 
7  Government appointed a new and committed Chairman of ADY and its management team in September 2015. 

Empowered with greater operational and managerial autonomy, they report directly to the Cabinet of Ministers. 
8  ADB has undertaken similar initiatives in the past. See for example the Rajasthan Urban Sector Development 

Program: ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 
Grant to the Republic of India for the Rajasthan Urban Sector Development Program. Manila. 

9  ADB. 2017. Country Operations Business Plan: Azerbaijan, 2018–2020. Manila. 
10   ADB approved the program’s concept paper in July 2016, and TA has supported the preparation of reforms and the 

project design across all outputs. Key aspects of the program have also benefited from past advisory support from 
railway stakeholders, lessons from past ADB projects, and an ongoing World Bank railway project in Azerbaijan. 
ADB has ensured that the proposed program reforms complement past TA initiatives by other development partners 
(in some cases by providing critical leverage). 
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B. Impact and Outcome 

7. The impact will be railway development for Azerbaijan economically sustained. The 
outcome will be rail service delivery and financial viability of railway operations in Azerbaijan 
improved.  
 
C. Outputs 

8. The program will have five outputs: the PBL will support reforms under outputs 1–4 with 
two tranches (tranche 1 includes 23 actions and tranche 2 includes 22 actions); the project loan 
will support output 5. A more detailed elaboration of the reform outputs summarized below is 
included in a dedicated supplementary linked document.11 
  
Output 1: Enhanced governance, and management and financial autonomy. ADY’s new 
management team has brought a renewed reform drive to the sector, making the case for the 
need to enhance ADY’s financial autonomy.12 To strengthen its financial autonomy, ADY was 
given stronger authority in early 2016 to set railway service tariffs. Effective adjustments in the 
pricing of freight services still require the completion of key accounting and operational upgrades 
(discussed in outputs 3–4 below). ADY has undertaken key steps to start addressing the loss-
making conditions in passenger services. Proposals were submitted to the Cabinet of Ministers 
(COM) to close profitability gaps through a combination of tariff adjustments, rationalization of 
service and introduction of public service obligation contracts.  
 
As a PBL tranche 1 action, ADY’s legal department took leadership in drafting and submitting to 
COM a law for railways, introducing, inter alia, an openness to private sector participation. 
Approval of this law on railways is a condition for PBL tranche 2 release, as well as reforms on 
the pricing of ADY’s passenger services and the pilot introduction of (i) public service obligation 
contracts in case ADY is mandated to operate routes at a loss, and (ii) performance-based 
contractual solutions for operational maintenance subsidies. Establishment of a Supervisory 
Board for ADY and other key corporate governance upgrades are also part of the conditionality 
of PBL tranche 2. As covenanted in the program’s loan agreement, railway sector financing 
solutions will be mainstreamed from the piloting results before the program completion. 
 
Output 2: Effective financial restructuring of ADY’s debt liabilities. The debt legacy on the 
books of ADY cannot be fully serviced by ADY. This over-indebtedness and the related constant 
financial distress and uncertainty that it produces make it extremely difficult for ADY management 
to plan reforms and implement a financial and business turnaround. The government has 
committed to shouldering the debt-service obligations connected with ADY’s state-guaranteed 
liabilities until term end. For its remaining debt liabilities, discussions on a three-phase financial 
restructuring plan began in late 2015 to enable ADY to avoid default. The three-phase plan was 
formalized in October 2017.13 MOF and ADY executed the first phase of financial restructuring in 

 
11  Railway Sector Development Program Reform Outputs (accessible from the list of linked documents in Appendix 2 

of the RRP).  
12   Although the government established ADY’s operational and institutional autonomy in 2009, little subsequent reform 

occurred until mid-2015. 
13  With ADB TA support, ADY and MOF estimated the total required fiscal effort to bring ADY to a sustainable debt 

service coverage ratio by 2020 at $600 million. The financial restructuring plan registers that these fiscal injections 
should at least be in the form of subordinated loans, with high levels of concessionality in terms (at least 3 years of 
grace period and 15 years of term). The plan, comprising $200 million for each phase, also articulated the benefits 
of executing these injections as new equity, and agreement was reached with ADB to revisit the issue during the 
implementation of phases 2 and 3, as elaborated in the Railway Sector Development Program Reform Outputs 
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mid-2017, including restructuring of the debt from commercial creditors,14 and established a 
special escrow account (automatically credited with a proportion of ADY’s monthly revenues) for 
the sole purpose of servicing ADY’s main liabilities in a specific order of priority.15  
 
Output 3: Improved financial and management control and reporting. ADY’s accounting 
processes are mostly manual, and the financial reporting that is produced (e.g., quarterly 
management accounts) is not timely. This impairs management decisions. ADY’s current cost 
accounting systems are not useful for analytical purposes (e.g., proper pricing or planning of 
service provision levels) either. ADY is implementing a comprehensive set of financial 
management control and reporting changes (and system upgrades16) to address this fundamental 
handicap. To enhance financial control, ADY’s ongoing activities under tranche 1 include the 
revamping of its finance department, centralization of the registry for all contracts, consolidation 
of all bank accounts into a single-ledger bank account, and centralization of all payment-
authorization responsibilities with the newly appointed chief financial officer. ADY also established 
effective internal audit functions. The continuation of these efforts in 2018 will fundamentally 
upgrade ADY’s financial management and reduce fiduciary concerns.  
 
As conditions for tranche 2, ADY will have to establish a risk management system, and finalize 
the implementation of the integrated financial and management accounting and financial reporting 
and/or control system. This is expected to enable ADY’s financial governance and analytical cost-
accounting capacity and cost-recovery pricing. ADY will also have to initiate the procurement for 
a credit rating from an international rating agency as a tranche 2 condition. Preparation for such 
an in-depth assessment will generate additional momentum for improvements in ADY’s finance 
department. As covenanted in the program’s loan agreement, ADY is to obtain a credit rating 
before the program completion. 
 
Output 4: Enhanced operational efficiency and effective corporate restructuring. ADY 
approved its organizational/corporate restructuring implementation plan in September 2017. In 
addition, from the establishment of a centralized procurement department, to the pilot introduction 
of outsourcing solutions and the elimination of 10 subsidiaries, ADY has started taking important 
steps to develop into a more focused, leaner and better performing corporate group. ADY has 
also initiated the establishment of effective human resource management functions to support the 
preparation and execution of a time-bound (with concrete targets), multi-optional (regular and 
corporate retirement, labor rationalization initiatives, etc.) labor restructuring plan. The latter was 
approved in October 2017. An open ledger of operational and non-operational key performance 
indicators, to be monitored and reported regularly was set up in September 2017. This will set the 
stage for deeper operational efficiency efforts across the board. ADY’s property commercialization 

 
(accessible from the list of linked documents in Appendix 2 of the RRP). It is expected as a result of the compact of 
reform and investment interventions under the program, these improvements can be sustained further and a debt 
service coverage ratio of 1.2 can be achieved and maintained by 2022 (see related performance indicators in 
Appendix 1). 

14 In each phase of the plan, ADY and MOF are expected to target the most expensive and short-term liabilities of ADY 
for either full debt retirement, or renegotiation of terms with the respective creditors (to include the stretching of 
maturities, lowering of terms, granting of grace periods, and/or waiver of loan covenants in case of loans already in 
arrears). Targeted creditors will see a reduction of their net present value and ADY will gradually push forward the 
time profile of its total debt servicing responsibilities. Ex-ante execution and evaluation of each phase is a policy 
condition under each tranche release of the PBL. 

15  As a condition for PBL tranche 2, the arrangements of the special escrow account will need to be reviewed, to take 
ADY’s liquidity management challenges into account.  

16  The implementation of an integrated financial and management accounting and financial reporting system is largely 
supported under the ongoing Rail Trade and Transport Facilitation Project financed by the World Bank. World Bank. 
2008. Rail Trade and Transport Facilitation Project. http://projects.worldbank.org/P083108/rail-trade-transport-
facilitation?lang=en  

http://projects.worldbank.org/P083108/rail-trade-transport-facilitation?lang=en
http://projects.worldbank.org/P083108/rail-trade-transport-facilitation?lang=en
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efforts have also made progress from 2016 to September 2017, with ADY’s property assets 
inventory and valuation program substantially completed. Submission to COM of a Business Plan 
to integrate these business and corporate restructuring efforts within an effective strategy will 
lock-in commitments going forward. 
 
As a condition for tranche 2, and with support of expert advice, ADY will finalize a comprehensive 
review of its operational efficiency levels and build on it to update relevant operational key 
performance indicator (KPI) targets going forward. ADY will also study the feasibility of 
establishing operational performance auditing requirements, as a condition for tranche 2. ADY 
will fully implement an infrastructure traffic planning system (i.e., for time-tabling freight and 
passenger services). A formal and strategic separation of core and non-core assets will take place 
during PBL tranche 2. ADY will submit commercialization and privatization plans for non-core 
assets to MOF and the Ministry of Economy, including a proposal to privatize non-core assets 
and expedite improvements in non-core revenue generation.17 
 
9. Output 5: Infrastructure of the Sumgayit–Yalama rail line improved. Through this 
output, the project will rehabilitate about 166 kilometers (km) of double-line main track from 
Sumgayit to Yalama, including civil structures and level crossings. Other existing facilities, 
including signaling, telecommunications, and electrification systems, will continue as at present 
but with increased maintenance funding. This output will also comprise consulting services to 
develop future projects, including a phased strategy for the improvement of other key railway 
assets. This includes electrification, signaling, and telecommunications to complete the 
modernization of the North–South Railway Corridor from Yalama to Astara.  
  

II. IMPLEMENTATION PLANS 

A. Project Readiness Activities 

Indicative Activities 

 2017 2018 Responsible 

Sep Oct 
Nov 

Dec Jan Feb Mar Apr May 
Jun-
Oct 

 

Establish project 
implementation arrangements 

          ADY, ADB 

Approve and disclose 
safeguards documents 

          ADY, ADB 

Procurement of engineering 
and construction supervision 
consultant 

          ADY 

ADB Board Approval           ADB 

Loan signing           ADB, MOF 

Government legal opinion 
provided 

          MOJ 

Government budget inclusion           MOF/ADY 

Loan effectiveness           ADB, MOF 
ADB = Asian Development Bank, ADY = Azerbaijan Railways Closed Joint Stock Company, MOF = Ministry of Finance, 
MOJ = Ministry of Justice. 
 
 

 
17 As covenanted in the program’s loan agreement, the implementation of the Operations Management System and 

the labor restructuring plan, and the achievement of operational and non-operational KPI targets remains on schedule 
before the completion of the program. 
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B. Overall Project Implementation Plan  

Activities 

2017 2018 2019 2020 2021 2022 

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 

A. DMF                      

Output 1 Enhanced Management and 
Financial Autonomy of ADY                     

1.1 Comply with tranche 1 policy-
based loan conditions                      

1.2 Comply with tranche 2 policy-
based loan conditions                      

Output 2 Effective Financial 
Restructuring of ADY’s Debt 
Liabilities                      

2.1 Comply with tranche 1 policy-
based loan conditions                      

2.2 Comply with tranche 2 policy-
based loan conditions                      

Output 3 Improved Financial 
Management Control and Reporting at 
ADY                     

3.1 Comply with tranche 1 policy-
based loan conditions                      

3.2 Comply with tranche 2 policy-
based loan conditions                      

Output 4 Enhanced Operational 
Efficiency and Effective Corporate 
Restructuring                     

4.1 Comply with tranche 1 policy-
based loan conditions                      

4.2 Comply with tranche 2 policy-
based loan conditions                      

Output 5 Infrastructure Improvement 
for the Sumqayit–Yalama Rail Line                     

5.1. 166.5 km double-line rail track 
between Sumqayit and Yalama 
rehabilitated and/or reconstructed                       

B. Management Activities                     

• Works procurement                      

• Consultants recruitment 
(Supervision)                      
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Activities 

2017 2018 2019 2020 2021 2022 

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 

• Establish project management 
unit with necessary staff                       

• Mobilize engineering and 
construction supervision 
consultant and contractor                     

• Environment management plan 
key activities                     

• Communication strategy key 
activities                     

• Annual and/or midterm review                     

• Program completion report                     

ADB = Asian Development bank; ADY = Azerbaijan Railways CJSC; DMF = design and monitoring framework. 
Source: ADB and ADY estimates.   
 
Notes: 

1. Grey – completed activities, Green – ongoing activities, Blue – planned activities. 
2. Detailed work programs for Lot 1 and Lot 2 are available upon request. 
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III. PROJECT MANAGEMENT ARRANGEMENTS 

A. Project Implementation Organizations: Roles and Responsibilities 

Project Implementation 
Organizations 

Management Roles and Responsibilities 

Program Steering Committee 
  Chair 

• Minister, MOF;  
  Members 

• Concerned 
government 
agencies 

• ADY 
  Observers  

• ADB 

• AFD 

• Convenes meeting on quarterly basis or as and when required. 

• Provides necessary support on intergovernmental coordination to 
PMO for smooth program implementation. 

• Provides guidance on and oversight to the overall implementation 
and performance of the program. 

• Resolves program issues and conflicts that would compromise 
quality of results, investment cost or program completion time. 

• Reviews program implementation progress and resolve issues 
pertaining to key policy level decisions. 

Executing Agency: 
(a) MOF for the policy-

based loan 
component;  

(b) ADY for the project 
loan component 

• Provides overall strategic planning, guidance and management 
support to the program. 

• Coordinates with other ministries on program issues under their 
jurisdiction. 

• Ensures adequate and timely counterpart funding. 

• Supports the overall program implementation. 

• Ensure program’s sustainability during post-implementation stage 
and report to ADB on the achieved development impacts. 

• Assume overall responsibility for safeguard compliance 

Program Management 
Office: (a) Policy Support 
Unit and (b) Project 
Implementation Unit 

• Overall project management; finalize designs, bidding documents, 
and contract awards. 

• Overall construction supervision; manage the consultants, validate 
the works (quantity and quality). 

• Ensure timeliness of agreed counterpart funds and approval of 
higher authorities for program activities. 

• Monitor and evaluate project activities and outputs, including 
conduct of periodic reviews, preparation of progress reports 
reflecting issues and time-bound plans, and their timely 
submission to ADY Management and ADB. 

• Prepare regular periodic progress reports, monitoring and 
evaluation reports, and project completion report and their timely 
submission to ADY Management and ADB.  

• Endorse to ADB through MOF the authorized staff in EA with 
approved signatures for processing payments and maintaining the 
advance account(s).    

• Establish a sound financial management system, submitting timely 
withdrawal applications to ADB, conduct timely financial audits as 
per agreed timeframe, submit audited project account reports, and 
implement recommended actions. 

• Process and submit to ADB any request, when required, for 
reallocating the loan proceeds.  

• Publicly disclose program outputs and procurement results at ADY 
website. 

• Conduct quality assurance of works and services of consultants 
and counterpart staff. 

• Ensure compliance with all loan covenants and reporting 
requirements of ADY Management and ADB. 
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Project Implementation 
Organizations 

Management Roles and Responsibilities 

• Prepare, implement, and monitor safeguards in accordance with 
the Resettlement Plans and IEE/EMP, ADB's SPS (2009), and 
Loan and Project Agreements. 

• Establish a grievance redress mechanism with a dedicated 
grievance staff to address all project-related grievances.   

ADB • Assist ADY and PMO in providing timely guidance at each stage 
of the program implementation. 

• Serve as observer of the Program Steering Committee. 

• Review all documents that require ADB approval, including all 
procurement and consultant recruitment actions. 

• Conduct regular program review missions, including midterm and 
program completion missions.  

• Process withdrawal applications and release eligible funds. 

• Regularly update the program performance review reports with the 
assistance of ADY. 

• Update and post on ADB website the program information for 
public disclosure, and the safeguards documents in accordance 
with the ADB SPS (2009). 

• Monitor compliance with all loan covenants, including safeguards. 

• Review annual audit reports and follow-up on audit 
recommendations. 

AFD • Release eligible funds upon notification by ADB. 

• Serve as observer of the Program Steering Committee. 

• Join ADB’s regular program review missions, including midterm 
and program completion missions as and when required. 

AFD = Agence Française de Developpement; ADB = Asian Development Bank; ADY =. Azerbaijan Railways Closed 
Joint Stock Company; IEE = initial environment examination; EA = executing agency; EMP = environment management 
plan; MOF = Ministry of Finance; PMO = Project Management Office; SPS = Safeguard Policy Statement. 
Source: ADY and ADB estimates. 

 
B. Key Persons Involved in Implementation  

Executing Agency   
Azerbaijan Railways Closed 
Joint Stock Company 

Javid Gurbanov  
Chairman  
+994 12 499 4699 
j.gurbanov@ady.az  

 Dilara Aliyeva Street 230 
Baku AZ 1010, Azerbaijan 
 

Program Management Office   
 Hijran Valehov  

Deputy Chairman  
+994 12 499 4799 
h.valehov@ady.az  

 Dilara Aliyeva Street 230 
Baku AZ 1010, Azerbaijan 

 
Policy Support Unit 

 
Azad Huseynov 
Director  
Telephone: +994 12 499-48-17 

mailto:j.gurbanov@ady.az
mailto:h.valehov@ady.az
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a.huseynov@ady.az  
 
 
 
Project Implementation Unit 

Dilara Aliyeva Street 230 
Baku AZ 1010, Azerbaijan 
 

 Elkhan Orujov 
Director  
Telephone: +994 12 499-45-89 
e.orujov@ady.az  

 Dilara Aliyeva Street 230 
Baku AZ 1010, Azerbaijan 

 
Asian Development Bank 

 

Central and Western Asia 
Transport and Communications 
Division (CWTC) 

Dong-Soo Pyo 
Director, CWTC  
Telephone No. +63 2 86325167 
dspyo@adb.org   
 

Mission Leader Jurgen Sluijter 
Senior Transport Specialist, CWTC  
Telephone No. +63 2 86326413 
jsluijter@adb.org  

 
  

mailto:a.huseynov@ady.az
mailto:___@ady.az
mailto:dspyo@adb.org
mailto:jsluijter@adb.org
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C. Project Organization Structure  

10. The flow chart below shows the reporting lines essential for the program implementation. 
 

Figure 3.1: Organization Chart 
 

 
 
 

IV. COSTS AND FINANCING 

11. The total cost of the project is $325 million, inclusive of price and physical contingencies, 
taxes and duties, and financial charges. The government has requested a regular loan of $150 
million from ADB’s ordinary capital resources (OCR)18 to help finance the project. The government 
has also requested a loan of $100 million equivalent from the AFD to finance works contract 
jointly. ADB and AFD will jointly finance relevant contract package and expenditure categories on 
a cost-sharing basis. ADB procurement guidelines will apply along with universal procurement for 

 
18   The loan will have a 25-year term, including a grace period of 5 years; an annual interest rate determined in 

accordance with ADB’s London interbank offered rate-based lending facility; a commitment charge of 0.15% per 
year (interest and other charges during construction to be capitalized in the loan); and such other terms and 
conditions set forth in the draft loan and project agreements. Based on the straight-line method, the average loan 
maturity is 15.25 years, and the maturity premium payable to ADB is 0.10% per year. 

Program Steering Committee  
) PSC ( 

Azerbaijan Railways CJSC (ADY)  

Program Management Office (PMO) 
Headed by Deputy Chairman of ADY 

- Investment Board 
- Institutional Reforms Management Division 

Policy Support Unit (PSU)  

Managed by PSU Director: 
- Coordinating Managers (4) 
- Translator/Interpreter 
- ADB TA Consultants 

Project Implementation Unit (PIU) 

Managed by PIU Director: 
- Project Manager 
- Engineers (3) 
- Procurement and C/A Specialist 
- Financial Specialist 
- Safety Specialist 
- Translator/Interpreter 
- Project Implementation Support  

Consultant 
- ADB TA Consultants 

Engineering and  
Supervision Consultant 

Design and Construction  
Contractor 

Ministry of Finance 

Asian Development Bank  
& French Development  
Agency 
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the jointly financed package. It is expected that ADB will partially administer the AFD project loan 
funds. ADB and the AFD will conclude a cofinancing agreement. 
 

12. The summary financing plan is in Table 4.1. On the project, the government will finance 
expenditures covering taxes and duties, land acquisition and resettlement, maintenance of 
existing signaling and electrification, and contingencies. The Government will provide the loan 
proceeds and counterpart funds to ADY through a subsidiary agreement.  
 

Table 4.1: Financing Plan 
Source Amount ($ million) Share of Total (%) 

Asian Development Bank             

           Ordinary capital resources (policy loan) 250.0 38.5 
           Ordinary capital resources (project loan) 150.0 23.1 
Agence Francaise De Développement    

           Policy loan 75.0 11.5 

           Project loan 100.0 15.4 

Government of Azerbaijan (for project)  75.0 11.5 
Total 650.0 100.0   

Source: Asian Development Bank estimates. 

 

A. Cost Estimates Preparation and Revisions  

13. The cost estimates were prepared based on the conceptual design and technical analysis 
by the transaction technical assistance consultants and were refined by ADB project team and 
ADY infrastructure department, during fact-finding mission. The cost estimates were based on 
current market prices. The final estimates were reviewed by ADB and endorsed by ADY. 
 

B. Key Assumptions 

14. The following key assumptions underpin the cost estimates and financing plan: 

(i) Exchange rate: AZN1.686 = $1.00 (as of 23 August 2017)  
(ii) Price contingencies based on expected cumulative inflation over the 

implementation period are as follows: 
 

Table 4.2 Escalation Rates for Price Contingency Calculation 
Item 2017 2018 2019 2020 2021 Average 

Foreign rate of price inflation 1.40% 1.50% 1.50% 1.50% 1.60% 1.53% 
Domestic rate of price inflation 9.00% 8.00% 7.00% 7.00% 7.00% 7.25% 

Source: Asian Development Bank Estimates. 
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C. Detailed Cost Estimates by Expenditure Category  

 
Item Foreign 

Exchange 
Local 

Currency 
Total 
Cost 

% of Total Base Cost 

A. Investment Costs     
  1. Rail track rehabilitation     

 
2. Maintenance of existing signaling and 

electrification 
    

  3. Supervision Consultant      

   Subtotal (A)     
B. Recurrent Costs [This information was deemed confidential according to para. 

97.5 of ADB’s Access to Information Policy.]  4.   Incremental Administrative Costs a 

  Subtotal (B)     
   Total Base Cost b     
C. Contingencies c     

  1.    Physical     
  2.    Price     
   Subtotal (C)      
D. Financial Charges During Implementation d     

  1. Interest during construction     

  2. Commitment charges     

   Subtotal (D)     
                Total Project Cost (A+B+C+D)   325.0  

 
Note: Numbers may not sum precisely because of rounding. 
a. Including audit service, environment and social mitigation, PMO individual consultants, and other PMO admin cost. 
b. Base cost includes taxes and duties of $36.14 million.  
c. Physical contingencies computed at 8% for civil works, equipment and consulting services. Price contingencies computed at 1.4%–

1.5% on foreign exchange costs and 4.6%–12.6% on local currency costs; includes provision for potential exchange rate fluctuation 
under the assumption of a purchasing power parity exchange rate. 

d. Includes interest and commitment charges. Interest during construction for the ADB loan has been computed at the 5-year forward 
London interbank offered rate plus a spread of 0.6%. Commitment charges for an Asian Development Bank loan are 0.15% per year 
to be charged on the undisbursed loan amount. 

 Source: Asian Development Bank estimates. 
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D. Allocation and Withdrawal of Loan Proceeds  

ALLOCATION AND WITHDRAWAL OF LOAN PROCEEDS 
(Railway Sector Development Program) 

Category 

Basis for Withdrawal 
from the Loan Account 

Number Item Total Amount Allocated 
for ADB Financing 

($) 

1 Works [This information was 
deemed confidential 

according to para. 97.5 of 
ADB’s Access to Information 

Policy.] 

53.6% of total expenditure 
claimed*  

2 Consulting Services 100% of total expenditure 
claimed*  

3 Incremental Admin 
Support 

100% of total expenditure 
claimed*  

4 Interest and 
Commitment Charge 

100% of total expenditure 

5 Unallocated  

  Total 150,000,000   

  * Exclusive of value added taxes imposed within the territory of the Borrower.  

 
 

ALLOCATION AND WITHDRAWAL OF LOAN PROCEEDS 
(Railway Sector Development Program) 

Category 

Basis for Withdrawal 
from the Loan Account 

Number Item Total Amount Allocated 
for AFD Financing 

($) 

1 Works 100,000,000 46.4% of total expenditure 
claimed*  

  Total 100,000,000   

  * Exclusive of value added taxes imposed within the territory of the Borrower.  
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E. Detailed Cost Estimates by Financier 

 

 ADB  AFD Government  

Total 
Cost 

($million) 

 
Amount 

% of Cost 
Category 

 
Amount 

% of 
Cost 

Category 
Amount 

% of 
Cost 

Category 

 

Item   

A. Base Costs          

 

1.      Rail track rehabilitation 

[This information was deemed confidential according to para. 97.5 of ADB’s Access to 
Information Policy.] 

2.    Maintenance of existing signaling and 
electrification 

3.      Supervision Consultant 
 4.      Incremental Admin Costs  

 5.   Taxes and Duties 

  Subtotal (A) 

B. Contingencies 

C. Financial Charges During Implementation 
 Total Project Cost (A+B+C)         325.0 

 % Total Project Cost          

* Subject to AFD and government confirmation, this estimated amount will not be capitalized under the AFD loan, instead, it will be paid separately by the 
government of Azerbaijan.  
Note: Numbers may not sum precisely because of rounding. 
Source: Asian Development Bank estimates. 

 
F. Detailed Cost Estimates by Outputs  

15. Given there will be only one output under the project loan of the program, a separate table is deemed unnecessary. 
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G. Detailed Cost Estimates by Year 

Item 

Total Cost 

($ million) 2018 2019 2020 2021 2022 

A. Investment Costs       
  1. Rail Track Rehabilitation [This information was deemed confidential according to para. 97.5 of ADB’s 

Access to Information Policy.] 
 

2. Maintenance of existing signaling and 
electrification 

  3. Supervision Consultant   
   Subtotal (A) 
B. Recurrent Costs 
  1. Incremental Administrative Costs 
   Subtotal (B) 
   Total Base Cost 
C. Contingencies 
D. Financial Charges During Implementation 
  Total Project Cost (A+B+C+D) 325.0      
 % Total Project Cost       

Note: Numbers may not sum precisely because of rounding. 
Source: Asian Development Bank estimates. 
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H. Contract and Disbursement S-Curve  

16. Graph below shows quarterly contract awards and disbursement projections over the life 
of the project. The S-curve is only for ADB financing of the project loan which will be recorded in 
ADB’s systems. Counterpart funds and AFD cofinancing are excluded. The projection for 
contract awards includes contingencies and unallocated amounts, but excludes financing charge 
during implementation. The total projected disbursements are equal to the full loan amount, up 
to four months after loan closing. 
 

 
 
 

Contract Awards  Disbursements 

Year Q1 Q2 Q3 Q4 Total  Year Q1 Q2 Q3 Q4 Total 

2018 

[This information was deemed 
confidential according to para. 97.5 of 
ADB’s Access to Information Policy.] 

 2018 

[This information was deemed confidential 
according to para. 97.5 of ADB’s Access to 

Information Policy.] 

2019  2019 

2020  2020 

2021  2021 

2022  2022 

        Total           Total 150.0* 
Source: ADB estimates. 
*Disbursement includes $8.8 million of financing charge during implementation and $1.9 million of incremental 
administrative costs. Hence, the S-curve shows higher disbursement compared to contract award.  
 
 

17. Graph below shows quarterly contract awards and disbursement projections over the life 
of the project for the AFD project loan. AFD entered into a separate loan agreement with the 
Government of Azerbaijan. 
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Contract Awards  Disbursements 

Year Q1 Q2 Q3 Q4 Total  Year Q1 Q2 Q3 Q4 Total 

2018 

[This information was deemed 
confidential according to para. 97.5 of 
ADB’s Access to Information Policy.] 

 
2018 

[This information was deemed confidential 
according to para. 97.5 of ADB’s Access to 

Information Policy.] 

2019 
 

2019 

2020 
 

2020 

2021 
 

2021 

2022  2022 

        Total           Total 100.0 
Source: ADB estimates. 
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I. Fund Flow Diagram 
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V. FINANCIAL MANAGEMENT 

A. Financial Management Assessment 

18. The financial management assessment (FMA) was conducted in May–August 2017, in 
accordance with ADB’s Guidelines for the Financial Management and Analysis of Projects and 
the Financial Due Diligence: A Methodology Note. It was revised in September 2017 to reflect 
design decisions regarding the flow of funds for the project Loan made during fact-finding 
mission. The FMA considered the capacity of ADY to implement the following critical areas: 
Funds-flow arrangements, Staffing, Accounting systems and financial reporting, Project 
Implementation Unit (PIU), and internal and external audit. The FMA covers these areas for the 
organization and specifically for the project implementation. 
 
19. Based on the assessment, the key financial management risks identified for the project 
loan and the proposed implementation arrangements are summarized in Table 5.1. It is 
concluded that the overall pre-mitigation financial management risk for the project loan is 
moderate, and that several design features provide reasonable assurances of risk mitigation. 
Both an advance fund mechanism (with Statement of Expenditures procedures) and a direct 
payment process are proposed, per size and type of expenditure. ADY’s general capacity to 
administer such procedures is weak, but experience with specifically-staffed PIU (funded under 
the ongoing Rail, Trade, and Transport Facilitation Project financed by the World Bank) has been 
satisfactory and provides reasonable support for a similar proposal under the ADB project loan. 
Provided with proper support including from project consultants, PMO in ADY has capacity and 
experience to utilize the advance account and SOE procedure with the single transaction limit 
as described below. ADY and MOF have agreed to incorporate the mitigating features in the 
action plan in the design of functions, processes and procedures of the PIU, and implementation 
arrangements of the project loan.  
 

Table 5.1: Summary of the Financial Management Assessment  
for Project Loan Implementation 

Particulars Conclusions 

A. Proposed 
Funds Flow 
Arrangements 

Issue. Given ADY’s current financial management weaknesses, a direct payment 
procedure by ADB for expenditures above a critical threshold will be adopted (upon 
due verification of physical progress and formal endorsement by authorized senior 
staff in ADY and MOF). The tax-related issues of such payments will be handled by 
the PIU from the government counterpart fund account. This process can be 
coordinated by the PIU with the Tax Department for large payments, in order to 
ensure maximum possible synchronization and avoid disruptions in the 
implementation of works. 

Tax payment-related issues deem the ‘direct payment’ solution impractical for 
higher frequency, smaller payments. Time synchronization between direct 
payments to contractors by ADB, and the submission of the related tax payment to 
the Azerbaijan Tax Department will become problematic for payments below a 
critical threshold. Thus, for payments below such critical threshold (to be defined 
during implementation), the PIU will proceed with the utilization of funds from an 
advance (advance) account for the invoiced net-tax amount (this advance/advance 
account will follow all of the regular replenishment procedures of ADB projects). This 
will ensure same-day synchronization with PIU’s payment to Tax Department. 

   
Proposed Mitigation Measure. To mitigate fiduciary concerns with possible 
misuse of the outstanding advance proceeds in-between requests for 
replenishment, the PIU shall attach to its monthly progress reports the monthly bank 
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Particulars Conclusions 

statement of the ‘advance’ (advance) account (containing a description of all credit 
and debit movements for the corresponding period). For direct payments, tax 
payment-related issues will be closely coordinated with the ADB project PIU, to 
ensure timely payment to the Tax Department of related tax obligations (to be done 
out of the government counterpart fund account with ADY). 

 
Degree of Assurance. Significant. The use of an advance account procedure has 
been well tested and successful in the transport sector of Azerbaijan in general, and 
in ADY in particular. This requires a well-staffed PIU and proper approval and 
reporting procedures, all features proposed below. 

  

B. Staffing Issue. The quality of the accounting staff of ADY is variable, and ADY has difficulty 
attracting quality staff due to relatively low salaries offered to new prospective hires. 
This is a legacy of previous remuneration practices. A new Chief Financial Officer 
was just appointed and a new position of Chief Accountant has been created and 
filled, but the more than 600 finance personnel spread through ADY’s country 
network processing accounting records manually are being re-evaluated. Oracle-
ERP centers are being rolled out and 145 new finance department staff have been 
hired and is being trained to operate the new accounting and reporting system. 
There is some needed duplication during this phase of Finance Department reform, 
which is not cost neutral. 

  
Proposed Mitigation Measure. A separate PIU will be established for the 
proposed ADB project loan, which will include experienced accounting and financial 
reporting staff. Training by ADB will be provided to all PIU consultants prior to 
commencing work. 

 
Degree of Assurance. Significant. 

  

  

C. Accounting 
Policies and 
Procedures 
  

Issue. The general difficulties on accounting procedures and policies at ADY are 
articulated in the FMA, as well as the ongoing and forthcoming improvements. FMA 
recommendations have been taken up as part of the reform agenda of the policy-
loan. Weaknesses will only be satisfactorily resolved in early-2018, through the full 
implementation of the IFRS-based Oracle Enterprise Resource Planning 
Management System and the full-fledged establishment of a new accounting 
procedures manual by newly-hired and currently-being trained staff. 

 
Proposed Mitigation Measure. In the image of the World Bank-sponsored PIU, a 
customized accounting system based in 1C accounting software (operating outside 
ADY’s accounting system) will be in place for the ADB Project Loan. The PIU staff 
will not be part of the Finance Division staff. PIU staff will need to sign independence 
and conflict of interest disclosures prior to being engaged. 

 
Degree of Assurance. Significant. 

  

  

D. Internal and 
External Audits 

Issue. ADY’s internal audit department and functions have just been reformed and 
significantly strengthened with qualified and experienced staff. External audit 
arrangements are satisfactory and IFRS-based audited financial statements have 
been prepared for ADY for a number of years to date. The audit conducted by Baker 
Tilly is in accordance with International Standards on Auditing. The audit reports for 
the years ended 31 December 2014 and 2015 were qualified, but not in relation to 
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Particulars Conclusions 

“accountability issues”.  The primary reasons for the qualification were i) inability of 
the auditors to determine the quantity of inventory on hand as at balance date (due 
to the Auditors not being appointed prior to balance date), and ii) non-compliance 
with certain lenders’ covenants, which implied differences in how liabilities should 
be classified (i.e. current, instead of long-term). Discussion with the external 
auditors indicate that progress has been made in a majority of areas that featured 
in the management letters for 2014 and 2015. An additional weakness relates to the 
delay in the production of audited financial statements, because the accounting 
process is ostensibly manual. Financial information is prepared in different locations 
both within and outside of Azerbaijan. The divisional accounting information is 
consolidated by the Finance Department at ADY Head Office.  Accordingly, the 
financial statements are not available for audit in a timely manner. 

 
Proposed Mitigation Measure. ADB’s project accounts will be externally audited, 
in line with International Standards on Auditing. The advance account(s) will be 
audited by an external auditor on a bi-annual basis, each audit to be completed with 
60 days of the end of each period. 

 
Degree of Assurance. Significant. 

  

E. Reporting 
and Monitoring 

Issue. Given the weaknesses identified above, it is crucial that the reporting and 
monitoring mechanisms for project implementation also support keeping in check 
any financial management risks. As highlighted above, the size of the possible 
advance to the impress account and possible misuse of funds in-between requests 
for replenishment raise concerns. 

 
Proposed Mitigation Measure. The PIU will provide ADB with the following 
reports: (1) Advance account reconciliation on a monthly basis (with monthly 
movements on bank statement); (2) Monthly statement of receipts and payments, 
together with supporting documentation; (3) Monthly forecast of receipts and 
payments for the following month. 

 
Degree of Assurance. Significant. 

 

 
20. Table 5.2 presents action plans to improve financial management capacity of ADY as a 
whole, based on the risk assessment of ADY. Most actions are incorporated as reform conditions 
in the policy-based loan component under the program. 
 

Table 5.2: Action Plan for Improvement of ADY Financial Management Capacity 
 
Action Responsibility Resources Timing 

• Establishment of Supervisory 
Board with an appropriate mix of 
competencies, including 
executive and non-executive 
members. 

• Identify and recruit non-executive 
directors. 

• Establish Board Committees 
including Risk & Audit, 
Remuneration (sets salaries for 

Government of 
Azerbaijan 

ADY 
ADB Policy Loan 

2017 - 2020 
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Action Responsibility Resources Timing 

Executive Directors and Senior 
Management), Nominations and 
Governance (succession 
planning for Board members). 

• Establishment of PIU. 

• Research and discuss with 
current World Bank PIU the 
feasibility of utilizing their current 
resources (personnel, accounting 
systems) to manage the ADB 
project. 

• Hire additional appropriately 
qualified and experienced staff 
for PMO. 

ADY: PMO and  
Investment 
Department 

ADB Project Loan 2018 - 2019 
(completed) 

• Review the structuring of Finance 
Department to ensure that 
appropriately skilled and 
experienced staff fill the key 
positions. 

• If there are skills gaps, develop a 
recruitment plan to fill the gaps. 

• Develop and implement a 
retrenchment plan for surplus 
Finance personnel after the full 
implementation of the ERP 
system. 

• Establish and implement training 
program for Finance Department 
to ensure that staff receive 
regular training on Finance 
procedures. 

ADY: Finance 
Department / HR 
Department 

ADY 2018 - 202019 20 

• Review and amend Finance 
Procedures manual. 

• Update the quality of the existing 
Finance Procedures manual to: 
i. make it more relevant to 

ADY operations. 
ii. simplify the language to 

make it easier to use by 
less-qualified staff. 

iii. cross-reference to the ERP 
user-manual.21 

ADY: Finance 
Department 

ADB Policy Loan 2017 – 2019 

• Strengthen internal audit (IA) 
Department. 

• Obtain budget for expansion of IA 
Department. 

ADY: IA 
Department / HR 
Department 

ADY 2018 – 2020 

 
19 Accounting and Reporting teams have been completed. Economics teams is growing as the Economics function is developing. 
20 Training is an ongoing process; the team members are obtaining ACCA and CFA qualifications. 
21 Ongoing process of business process optimization.  
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Action Responsibility Resources Timing 

• Develop recruitment plan to 
ensure IA Department is fully 
staffed. 

• Design and implement training 
program to ensure staff are 
technically competent and 
qualified. 

• Develop risk management skills. 

• Develop and implement a policy 
on rotation of external auditors. 

ADY: Finance 
Department / Risk 
& Audit Committee 

ADB Policy Loan 2019* 

• Develop financial management 
reporting. 

• Analyze specific requirements of 
the Supervisory Board to design 
financial reports to meet those 
specific needs. 

• Design and implementation of 
period-end checklist and 
timetable. 

• In conjunction with other 
departments determine non-
financial information which needs 
to be reported to the Supervisory 
Board. 

• Obtain the DB/KPMG financial 
forecasting model to facilitate 
preparation of forecasting 
reports. 

ADY: Finance 
Department 

WB loan (Oracle 
implementation 
project) 

2017 – 2020** 

• Expedite the implementation of 
the new ERP accounting system. 

• Critically review “roadblocks” on 
implementation and develop 
strategies to ensure the system is 
fully operational by end of 2017 
and will run “live” from 1 January 
2018. 

ADY: Finance 
Department / 
Consultant: Eurosel 
/ EY 

WB loan (Oracle 
implementation 
project) 

2019*** 

* According to resolution of Cabinet of Ministers of the Republic of Azerbaijan number 257 at the June 2019 Audit firm or audit partner 
should be rotate every 3(three) year. In 2019 ADY changed the external auditor for the report 2018 to Nexia EA LLC. 
** From the end of 2017, the company actively uses the DB/KPMG forecasting model for the preparation of forecasting reports.  
*** From 2021, the company needs to upgrade of ERP system according to changes completed in organizational structure and business 
process according to the second phase of corporate restructuring.  
 

B. Disbursement 

1.  Disbursement Arrangements for ADB Funds 

21. The ADB loan proceeds will be disbursed in accordance with ADB’s Loan Disbursement 
Handbook (2017, as amended from time to time)22, and detailed arrangements agreed upon 
between the government and ADB. Online training for project staff on disbursement policies and 
procedures is available.23 Project staff are encouraged to avail of this training to help ensure 

 
22  The handbook is available electronically from the ADB website (http://www.adb.org/documents/ loan-

disbursement-handbook)  
23   Disbursement eLearning. http://wpqr4.adb.org/disbursement_elearning.  

http://wpqr4.adb.org/disbursement_elearning
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efficient disbursement and fiduciary control. 
 
22. Direct payment procedure. This procedure will be used for payment to the contractor 
and payment to the supervision consultants. PMO will be responsible for (i) collecting and 
retaining supporting documents, and (ii) preparing and sending withdrawal applications to ADB. 
The contractor will submit an invoice along with an interim progress certificate showing the 
completed works for the period. The construction supervision consultant will review the interim 
progress certificate against the contract and endorse the invoice to PMO. Upon satisfactory 
review, PMO’s Project implementation unit (PIU) will prepare a withdrawal application (WA) for 
direct payment to the contractor, for signature of loan authorized signatories. ADB will make 
payment to the contractor based on the submitted WA. The supervision consultants will submit 
their invoices to PMO for verification. Once the invoices and inputs are verified, PMO’s PIU will 
prepare a WA for direct payment, for signature of the loan authorized signatories. ADB will make 
direct payment to the account of the consultant based on the WA.  
 
23. Advance fund procedure. Separate advance accounts will be established for each 
funding source at a commercial bank for the PMO in accordance with government 
instruction/order. The currency of the advance account is the US dollar. The advance account is 
to be used exclusively for ADB’s share of eligible expenditures. PMO who established advance 
account in its name and administers the advance account is accountable and responsible for 
proper use of advances to the advance account. PMO will establish and administer the advance 
account(s), liquidation and replenishment procedures. ADY advised that similar advance fund 
procedure has been established and functioning properly under the World Bank Loan 7509-AZ 
Rail Trade and Transport Facilitation Project, wherein a designated advance account with a 
ceiling of USD 50,000,000 is applied.  
 
24. The total outstanding advance to the advance account should not exceed the estimate of 
ADB’s share of expenditures to be paid through the advance account for the forthcoming 6 
months or 10% of the loan amount in aggregate (i.e., $15,000,000), whichever is lower. ADY 
may request for initial and additional advances to the advance account based on an Estimate of 
Expenditure Sheet24 setting out the estimated expenditures to be financed through the account 
for the forthcoming 6 months. Supporting documents should be submitted to ADB or retained by 
ADY in accordance with ADB’s Loan Disbursement Handbook (2017, as amended from time to 
time) when liquidating or replenishing the advance account.  
 
25. Statement of expenditure procedure.25 The SOE procedure may be used for 
reimbursement of eligible expenditures or liquidation of advances to the advance account. The 
ceiling of the SOE procedure is $170,000. Supporting documents and records for the 
expenditures claimed under the SOE should be maintained and made readily available for review 
by ADB's disbursement and review missions, upon ADB's request for submission of supporting 
documents on a sampling basis, and for independent audit. Reimbursement and liquidation of 
individual payments in excess of the SOE ceiling should be supported by full documentation 
when submitting the withdrawal application to ADB. 
 
26. Before the submission of the first withdrawal application (WA), the borrower should 
submit to ADB sufficient evidence of the authority of the person(s) who will sign the withdrawal 

 
24  Estimate of Expenditure sheet is available in Appendix 8A of ADB’s Loan Disbursement Handbook (2017, as 

amended from time to time). 
25   SOE forms are available in Appendix 7B and 7D of ADB’s Loan Disbursement Handbook (2017, as amended from 

time to time). 
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applications on behalf of the government, together with the authenticated specimen signatures 
of each authorized person. The minimum value per WA is stipulated in the Loan Disbursement 
Handbook (2017, as amended from time to time). Individual payments below such amount should 
be paid (i) by ADY and subsequently claimed to ADB through reimbursement, or (ii) through the 
advance fund procedure, unless otherwise accepted by ADB. The borrower should ensure 
sufficient category and contract balances before requesting disbursements.   
 

2. Disbursement Arrangements for Counterpart Fund 

27. For AFD funds, the borrower should submit one original of the WA and copies of 
supporting documents to AFD, and one original of the WA and copies of supporting documents 
to ADB.  ADB will review each WA and advise AFD to make the necessary payment, if any. For 
AFD funds, disbursement processing shall follow this procedure. 
 

ADY ADB AFD 

1. Simultaneously submit 

the WA to ADB and the 

DR to AFD using the 

distinct templates of 

each financier, along 

with the required 

supporting documents. 

2. The WA for AFD loan 

will be submitted to 

ADB using the ADB 

template and an original 

copy is sent to AFD as 

well. 

1. Review the WA and 

DR submissions. 

2. Send advice to AFD 

to process 

disbursement for the 

AFD loan. 

3. Process disbursement 

for ADB loan. 

4. Record in ADB 

system the completed 

AFD disbursement 

transaction upon 

receipt of the AFD 

confirmation. 

1. Review the DR 

submission for AFD 

loan. 

2. Upon receipt of ADB 

advice, process 

disbursement for AFD 

loan. 

3. Submit to ADB the 

confirmation of 

disbursement once 

payment is completed. 

 
C. Accounting 

28. The ADY will maintain, or cause to be maintained, separate books and records by funding 
source for all expenditures incurred on the project following (i) cash-based accounting following 
the International Financial Reporting Standards (IFRS) and/or (ii) cash basis International Public 
Sector Accounting Standards (IPSAS). The ADY will prepare project financial statements in 
accordance with the government's accounting laws and regulations which are consistent with 
international accounting principles and practices. 
 
D.  Auditing and Public Disclosure 

29. The ADY will cause the detailed project financial statements to be audited in accordance 
with International Standards on Auditing, by an independent auditor acceptable to ADB. The 
audited project financial statements together with the auditor’s opinion will be presented in the 
English language to ADB within 6 months from the end of the fiscal year by the ADY.  
 
30. The audited entity financial statements, together with the auditor’s report and 
management letter, will be submitted in the English language to ADB within 1 month after their 
approval by the relevant authority. 
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31. The audit report for the project financial statements will include a management letter and 
auditor’s opinions, which cover (i) whether the project financial statements present an accurate 
and fair view or are presented fairly, in all material respects, in accordance with the applicable 
financial reporting standards; (ii) whether the proceeds of the loan were used only for the 
purpose(s) of the project; and (iii) whether the borrower or executing agency was in compliance 
with the financial covenants contained in the legal agreements (where applicable). 
 
32. Compliance with financial reporting and auditing requirements will be monitored by 
review missions and during normal program supervision, and followed up regularly with all 
concerned, including the external auditor.  
 
33. The government, ADY and PMO have been made aware of ADB’s approach to delayed 
submission, and the requirements for satisfactory and acceptable quality of the audited project 
financial statements.26 ADB reserves the right to require a change in the auditor (in a manner 
consistent with the constitution of the borrower), or for additional support to be provided to the 
auditor, if the audits required are not conducted in a manner satisfactory to ADB, or if the audits 
are substantially delayed. ADB reserves the right to verify the project's financial accounts to 
confirm that the share of ADB’s financing is used in accordance with ADB’s policies and 
procedures.  
 
34. Public disclosure of the audited project financial statements, including the auditor’s 
opinion on the project financial statements, will be guided by ADB’s Public Communications 
Policy 2011.27 After the review, ADB will disclose the audited project financial statements and the 
opinion of the auditors on the project financial statements no later than 14 days of ADB’s 
confirmation of their acceptability by posting them on ADB’s website. The management letter, 
additional auditor’s opinions, and audited entity financial statements will not be disclosed.28 
 

VI. PROCUREMENT AND CONSULTING SERVICES 

A. Advance Contracting and Retroactive Financing 

35. Advance contracting for works and consultants will be undertaken, to be financed by ADB 
under the project loan of the program. Advance contracting will follow ADB’s Procurement 
Guidelines (2015, as amended from time to time)29 and ADB’s Guidelines on the Use of 
Consultants (2013, as amended from time to time).30 The issuance of invitations to bid under 
advance contracting will be subject to ADB approval. The borrower and ADY have been advised 

 
26  ADB’s approach and procedures regarding delayed submission of audited project financial statements:  

(i) When audited project financial statements are not received by the due date, ADB will write to the executing 
agency advising that (a) the audit documents are overdue; and (b) if they are not received within the next 6 
months, requests for new contract awards and disbursement such as new replenishment of advance accounts, 
processing of new reimbursement, and issuance of new commitment letters will not be processed. 

(ii) When audited project financial statements are not received within 6 months after the due date, ADB will withhold 
processing of requests for new contract awards and disbursement such as new replenishment of advance 
accounts, processing of new reimbursement, and issuance of new commitment letters. ADB will (a) inform the 
executing agency of ADB’s actions; and (b) advise that the loan may be suspended if the audit documents are 
not received within the next 6 months. 

(iii) When audited project financial statements are not received within 12 months after the due date, ADB may 
suspend the loan. 

27   Public Communications Policy:  http://www.adb.org/documents/pcp-2011?ref=site/disclosure/publications. 
28  This type of information would generally fall under public communications policy exceptions to disclosure. ADB. 

2011. Public Communications Policy. Paragraph 97(iv) and/or 97(v). 
29 Available at: http://www.adb.org/Documents/Guidelines/Procurement/Guidelines-Procurement.pdf. 
30 Available at: http://www.adb.org/Documents/Guidelines/Consulting/Guidelines-Consultants.pdf. 

http://www.adb.org/documents/pcp-2011?ref=site/disclosure/publications
http://www.adb.org/Documents/Guidelines/Procurement/Guidelines-Procurement.pdf
http://www.adb.org/Documents/Guidelines/Consulting/Guidelines-Consultants.pdf
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that approval of advance contracting and retroactive financing does not commit ADB to finance 
the project. Advance contracting activities will include (i) preparation of tender documents, and 
(ii) evaluation of bids. The contracts will be awarded after loan effectiveness.  
 
B. Procurement of Works, and Consulting Services 

36. The project procurement classification is Category A. All procurement of goods and works 
will be undertaken in accordance with ADB’s Procurement Guidelines (2015, as amended from 
time to time). Works contract over $10 million and goods contract over $2 million will be procured 
through international competitive bidding (ICB) using ADB standard bidding document following 
single-stage two-envelope procedure. ADB’s prior review procedures will be followed.  
 
37. ADY agreed to include the relevant sections of ADB’s Anticorruption Policy (1998) in all 
bidding and contractual documents. ADY will also (a) ensure that all Works contracts include a 
contractor's obligation to comply with railway safety measures; and (b) monitor the accident rate 
and traffic volume during the operation of the project railway. 
 
38. An 18-month procurement plan indicating threshold and review procedures, goods, 
works, and consulting service contract packages is in Section C. All consultants will be recruited 
according to ADB’s Guidelines on the Use of Consultants (2013, as amended from time to 
time).31 The terms of reference for all consulting services are detailed in Section D. Consulting 
firms will be engaged using the quality- and cost-based selection (QCBS) method with a standard 
quality: cost ratio of 90:10. All the equipment procured under the consulting services contract 
shall follow ADB’s Procurement Guidelines (2015, as amended from time to time). 
 
C. Procurement Plan32 

Basic Data 

 

 Project Name:   Railway Sector Development Program  

 Project Number:   48386-004 Approval Number:   3615/9439/8375  

 Country:   Azerbaijan Executing 
Agency: 

Azerbaijan Railways Closed Joint 
Stock Company, 
Ministry of Finance 

 

 Project Procurement Classification: Category B Implementing Agency: 
N/A 

 

 Project Procurement Risk: High  

 Project Financing Amount:   US$ 650,000,000 
ADB Financing:   US$ 400,000,000 
Cofinancing (ADB Administered):  US$ 100,000,000 
Non-ADB Financing:   US$ 150,000,000 

Project Closing Date: 27 December 2023  

 Date of First Procurement Plan:    6 December 2017  Date of this Procurement Plan:  9 February 2020  

 Advance Contracting: No e-GP: No   
 

 

A. Methods, Thresholds, Review and 18-Month Procurement Plan 
 
1. Procurement and Consulting Methods and Thresholds 

 
31  Checklists for actions required to contract consultants by method available in e-Handbook on Project    

Implementation at: http://www.adb.org/documents/handbooks/project-implementation/. 
32   The procurement plan should be updated at least annually and can be updated depending on the project need 

irrespective of the frequency. 

http://www.adb.org/documents/handbooks/project-implementation/
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Except as the Asian Development Bank (ADB) may otherwise agree, the following process 
thresholds shall apply to procurement of goods and works.  
 

Procurement of Goods and Works 
Method Threshold Comments 

Shopping for Goods Up to US$ 99,999    
Government Procedure for Goods US$ 2,000,000 and Above This only applies to non-ADB financed goods to be 

separately covered from State Budget under Project.   

International Competitive Bidding for 
Works 

US$ 10,000,000 and Above    
 

 

Consulting Services 
Method Comments 

Least-Cost Selection for Consulting Firm Only for very small assignments (less than $100,000) with 
well-established practices and standards (such as audits 
and simple surveys).   

Quality- and Cost-Based Selection for Consulting Firm For audit services. Quality: cost ratio is 50:50.   
Individual Consultant Selection for Individual Consultant    
 
2. Goods and Works Contracts Estimated to Cost $1 Million or More 
 

The following table lists goods and works contracts for which the procurement activity is either 
ongoing or expected to commence within the next 18 months. 
 

Package 
Number General Description Estimated 

Value 
Procurement 

Method 
Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comments 

None        

 
3. Consulting Services Contracts Estimated to Cost $100,000 or More 
 

The following table lists consulting services contracts for which the recruitment activity is either 
ongoing or expected to commence within the next 18 months. 
 

Package 
Number General Description Estimated 

Value 
Recruitment 

Method 
Review 
(Prior/ 
Post) 

Advertisement 
Date 

(quarter/year) 
Type of 

Proposal 
Com

ments 

None        
 

4. Goods and Works Contracts Estimated to Cost Less than $1 Million and 
Consulting Services Contracts Less than $100,000 (Smaller Value Contracts) 
 

The following table lists smaller-value goods, works and consulting services contracts for 
which the activity is either ongoing or expected to commence within the next 18 months.  
 

 

Goods and Works  

Package 
Number 

General 
Description 

Estimated 
Value 

Number of 
Contracts 

Procur
ement 

Method 

Review 
(Prior/ 
Post) 

Bidding 
Procedure 

Advertisement 
Date 

(quarter/year) 
Comme

nts 

RSDP-G-2 Office IT 
Equipment 
 
 
 

[This 
information 
was deemed 
confidential 
according to 
para. 97.5 of 

1 SHOPP
ING 

Post  Q4 2020  
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ADB’s 
Access to 
Information 
Policy.] 

RSDP-G-3 Office Furniture [This 
information 
was deemed 
confidential 
according to 
para. 97.5 of 
ADB’s 
Access to 
Information 
Policy.] 

2 SHOPP
ING 

Post  Q4 2020   

Consulting Services  

Package 
Number 

General 
Description 

Estim
ated 

Value 
Number of 
Contracts 

Recruitment 
Method 

Review 
(Prior/ 
Post) 

Advertisemen
t 

Date 
(quarter/year) 

Type of 
Proposal Comments 

 None         
 
B. Indicative List of Packages Required Under the Project 
 

The following table provides an indicative list of goods, works and consulting services 
contracts over the life of the project, other than those mentioned in previous sections (i.e., 
those expected beyond the current period). 
 

 

Goods and Works  
Package 
Number 

General 
Description 

Estimated 
Value 

(cumulative) 

Estimated 
Number of 
Contracts 

Procurement 
Method 

Review 
(Prior/Post

) 

Bidding 
Procedure 

Comments 

 None         
 

Consulting Services  

Package 
Number 

General 
Description 

Estimated 
Value 

Number of 
Contracts 

Recruitment 
Method 

Review 
(Prior/ 
Post) 

Type of 
Proposal Comments 

 None        
 

C. List of Awarded and On-going, and Completed Contracts 
 

The following tables list the awarded and on-going contracts, and completed contracts. 
 

1. Awarded and Ongoing Contracts 
 

Goods and Works  

Package 
Number 

General 
Description 

Estimated 
Value 

Awarded 
Contract 

Value 

Procureme
nt  

Method 

Advertisement 
Date 

(quarter/year) 

Date of 
ADB 

Approval of 
Contract 
Award 

Comments 

RSDP-G-1 Finance 
Managemen
t Software 

[This information was deemed 
confidential according to para. 97.5 
of ADB’s Access to Information 
Policy.] 

SHOPPING Q4 / 2018 20-DEC-18 [This information 
was deemed 
confidential 
according to para. 
97.5 of ADB’s 
Access to 
Information 
Policy.] 
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RSDP-S&I-
01 

Design, 
Supply and 
Installation 
Works for 
Rail Track 
Rehabilitatio
n (including 
structures) of 
Yalama-
Sumgait Line 

[This information was deemed 
confidential according to para. 97.5 
of ADB’s Access to Information 
Policy.] 

ICB Q4 / 2018 19-NOV-19 [This information 
was deemed 
confidential 
according to para. 
97.5 of ADB’s 
Access to 
Information 
Policy.] 
 
 

 
 

 

Consulting Services  

Package 
Number 

General 
Description 

Estimated 
Value 

Awarded 
Contract 

Value 
Recruitment 

Method 
Advertisement 

Date 
(quarter/year) 

Date of ADB 
Approval of 

Contract 
Award 

Comments 

ADB/CS/
QCBS/02 

Auditing Service [This information was deemed 
confidential according to para. 
97.5 of ADB’s Access to 
Information Policy.] 

LCS Q4 / 2018 03-JUN-19 [This information 
was deemed 
confidential 
according to para. 
97.5 of ADB’s 
Access to 
Information 
Policy.] 

ADB/CS/
QCBS/01 

Consulting 
Services for 
Engineering and 
Construction 
Supervision 

QCBS Q1 / 2018 01-OCT-19 

ADB/CS/I
CS/01 

Individual 
Consultant for 
Project 
Implementation 
Support 

ICS Q4 / 2018 16-JUL-19 

 

D. Non-ADB Financing 
The following table lists goods, works and consulting services contracts over the life of the 
project, financed by Non-ADB sources. 
 
Goods and Works  

General Description Estimated Value 
(cumulative) 

Estimated Number 
of Contracts 

Procurement 
Method Comments 

Spare parts and equipment for 
maintaining existing signaling and 
electrification system 

[This information was 
deemed confidential 
according to para. 97.5 of 
ADB’s Access to 
Information Policy.] 

2 GP Entirely financed by 
Government and ADY 

 
Consulting Services  

General Description Estimated Value 
(cumulative) 

Estimated Number 
of Contracts 

Recruitment 
Method Comments 

None     
 

D. Consultant's Terms of Reference 

39. The engineering and supervision consultant will consist of 244 person-months of 
international consultants and 378 person-months of national consultants. Consultant’s final terms 
of reference are in Appendix 2.    
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VII. SAFEGUARDS 

A. Environment 

40. The project loan is classified as category B for environmental safeguards. ADY shall 
ensure that the design, construction, operation and maintenance of project rail to be financed 
under the project loan are carried out in accordance with Asian Development Bank’s (ADB) 
Safeguard Policy Statement (SPS, 2009), the applicable laws and regulations in Azerbaijan, and 
the initial environmental examination (IEE) and its environmental management plan (EMP). ADY 
has an established PMO with a full-time safeguard position to ensure that potential adverse 
environmental impacts arising from the project are minimized by implementing all the mitigation 
and monitoring measures in the IEE. 
 
41. PMO’s responsibilities include the following, but not limited to:  
 

• Implement the EMP developed within the IEE, follow up with ADY on other activities 
associated with existing facilities and capacity building plan; 

• Ensure the bidding documents of CSC and Contractors include all tasks as described in 
the approved EMP; 

• Supervise the CSC and Contractors in EMP implementation for overall compliance with 
SPS 2009 requirements and project environment-related legal covenants;  

• Ensure all necessary government permits and license, including ecological expertise 
opinion, for all civil works will be obtained; 

• Approve SSEMPs which will be prepared by the Contractors and endorsed by the CSC; 

• With assistance of the CSC, prepare, submit to the EA and ADB for disclose of semi-
annual environmental monitoring reports on ADB website and in AZE on ADY website 
and to the affected people; 

• Report in a timely manner to ADB of any non-compliance or breaches with ADB 
safeguard requirements, prepare and take corrective actions promptly;  

• With assistance of CSC update the IEE for ADB clearance in case of technical design 
changes or unanticipated impacts; 

• Ensure functionality of the Grievance Redress Mechanism (GRM) established within the 

Project to effectively handle environmental and social concerns of project affected 

persons. 

 

42. The Design and Build contractor will develop specific mitigation measures responding to 
the modelling results of noise and vibration impact assessment. The Contractor is required to 
conduct monthly instrumental monitoring and reflect the monitoring results in the monthly reports. 
The Contractors will be responsible for implementing mitigation measures. Within 30 days after 
contract award and prior to commencing any physical works, Site-specific Environmental 
Management plans (SSEMPs) will be developed by the Contractors under the guidance of the 
CSC and be endorsed by CSC before submission to PMO for approval. SSEMP is the document 
that the Contractors shall prepare outlining how he intends to implement the EMP at a specific 
site or for a specific issue to ensure that all mitigations are implemented as specified in the EMP. 
SSEMPs will be needed for major environmental issues and most critical sites relating to 
sensitive receptors. During construction, the Contractors must retain the expertise of 
Environmental Specialist to implement and continually update the SSEMPs, and to report on the 
implementation of mitigation measures throughout the contract period. 
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43. The construction supervision consultant (CSC) is tasked with specific responsibility to 
assist PMO in ensuring safeguard compliance of civil works. CSC will hire International and 
National Environmental Specialists. The specialists shall:  

• continually monitor the Contractors' mitigation measures in accordance with the EMP 
through weekly site inspections of the Contractors for both ADB- and ADY-funded 
activities; 

• advise and endorse Contractors' site-specific EMPs (SEMPs) before submission to PMO 
for approval prior to commencement of physical works; 

• preparing a section on Environment, Health and Safety (EHS) in the monthly and 
quarterly project progress reports;  

• assist PMO in updating IEE/EMP as necessary, including collection of additional baseline 
data as specified in the original IEE prior to commencing construction works;  

• assist PMO in preparing semi-annual environmental monitoring reports; and 

• provides a short training program on EHS to the PMO safeguard staff and Contractors' 
Environment officers. 

• conduct post-construction audit during the liability period to check compliance with EMP 
requirements completed construction and work bases. Based on post-construction audits 
results, assist PMO in preparing final Environmental Monitoring Report to demonstrate 
that the project has been properly completed in full compliance with SPS and loan 
covenants. 

• conduct assessment of the existing section Baku-Sumgayit and anticipated safety 
situation to the general public including children, facing the increased train frequencies 
and speeds of the future rail traffics 

• provide recommendation to the ADY on development of practical countermeasures 
against the issues found in the assessment to plan future railway developments 

• prepare and conduct training of staff, railway operators and local communities, including 
the sharing international experience. 

 
B. Involuntary Resettlement  

44. Land Acquisition and Resettlement: The project loan is classified as category B and the 
policy-based loan as category C for involuntary resettlement. A draft LARP has been prepared 
and finalized based on preliminary information. 5 land plots near Sumqayit Main station will be 
affected. There are residential houses and premises used as living facilities by 6 households (24 
people) located on these land plots. The area of all four land plots is 1900 m2 of which 400 m2 
will be affected.  

45. Land acquisition and resettlement and all other related activities under the project are 
carried out in full compliance with all applicable laws and regulations of Azerbaijan, ADB’s SPS 
(2009), and the land acquisition and resettlement plan (LARP) was prepared and implemented 
accordingly. LARP completion report was prepared and approved by ADY and ADB.  

46. If any new LAR-related impacts occur as a result of final detail engineering design or 
changing in project scope, location or alignment, then it requires a LARP addendum which should 
be submitted to ADB for its approval. The LARP addendum should be prepared following ADB’s 
SPS and its required guidelines. No construction activities shall be commenced before full 
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implementation of ADB approved LAR planning document is confirmed and cleared by ADB and 
ADY. 
 
47. Grievance redress. ADY shall ensure (i) efficient grievance redress mechanisms 
(covering both environment and resettlement) are in place and functional throughout the project 
duration; (ii) all complaints are registered, investigated and resolved in a manner consistent with 
the provisions of Grievance Redress Mechanism as agreed in ADB approved LARP and IEE, (iii) 
the Complainants/aggrieved persons are kept informed about status of their grievances and 
remedies available to them; and (iv)  adequate staff and resources are available for supervising 
and monitoring the implementation progress of the LARP and IEE. 
 
48. Information disclosure. Information sharing and disclosure are tools to engage local 
communities and the project affected population during project planning, development and 
implementation aimed to promote understanding about project activities and discuss way forward 
for fruitful solutions of developmental problems such as local needs, problems and prospects of 
resettlement. ADY shall ensure the LARP and IEE and monitoring reports are disclosed by (i) 
uploading the draft and ADB approved final LARP and IEE on ADB websites (as a minimum), (ii) 
placing hard copies of approved LARP and IEE in main railway stations along the Sumgayit–
Yalama rail line and ensuring these documents are accessible to the Public, and (iii) translating 
the executive summary of ADB approved resettlement plan and IEE, bearing information on 
project impacts, asset valuation, entitlements, compensation budget and provisions with 
institutional arrangements in place and providing to the affected community.  
 
49. If any LAR impacts will be identified, ADY shall also ensure that: (i) the displaced persons 
are informed about: (a) resettlement impacts, asset valuation, entitlements and compensation 
payment modalities with time lines, (b) rehabilitation and income restoration measures 
suggested for the project displaced persons, and (c) grievance redress mechanism put in place 
with status of redress of grievances; and (ii) liaison is maintained with affected persons and 
community, and consultation meetings are held regularly with surrounding communities and 
project displaced persons including women and vulnerable groups to share project related 
information during project implementation period.  

 
C. Indigenous Peoples 

50. The project loan and the PBL are both classified as category C for indigenous peoples. 
The project rail line is located in the settled areas of Absheron and Quba–Khachmaz regions, 
which have no indigenous peoples as defined under ADB’s Safeguard Policy Statement.  
 
51. Prohibited investment activities. Pursuant to ADB's Safeguard Policy Statement 
(2009) (SPS),33 ADB funds may not be applied to the activities described on the ADB Prohibited 
Investment Activities List set forth at Appendix 5 of the SPS. ADB will ensure that the project is 
in compliance with applicable national laws and regulations and will be bound by the prohibited 
investment activities list. 
 

VIII.  GENDER AND SOCIAL DIMENSIONS 
 
52. Azerbaijan has made significant progress in reducing poverty. Population below national 

 
33  Available at: http://www.adb.org/Documents/Policies/Safeguards/Safeguard-Policy-Statement-June2009.pdf. 

http://www.adb.org/Documents/Policies/Safeguards/Safeguard-Policy-Statement-June2009.pdf
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poverty line fell from 49.6% in 2001 to 4.9% in 2015.34 However, the developments in 
employment growth and poverty reduction have largely been skewed in favor of Baku instead of 
rural areas and non-Baku urban areas. The government’s various poverty reduction and 
development programs now emphasize, among others, inclusive growth, poverty reduction and 
infrastructure development. The project will improve rail network efficiency and reduce transport 
costs and travel time, bringing a positive impact on poverty alleviation for rural areas and non-
Baku urban areas along the project railway. The primary beneficiaries will be passengers and 
those transporting freight, including mobile vendors, shippers, freight transporters, and 
subsequently producers.  
 
53. The project loan is classified as some gender elements. Azerbaijan passed a gender 
equality law in 2006— the Law on State Guarantees of Equal Rights for Women and Men—
which prohibits gender discrimination in all forms and provides guarantees of gender equality in 
a broad range of spheres. Notwithstanding, women’s participation in the labor force is 
significantly lower than men. The project is expected to bring benefits to women, including 
reduced travel time and easy access to public and business facilities, additional employment 
opportunities, and improved railway safety through the reconstruction of overpasses and bridges, 
installation of safety fences and lighting, rest areas with separate toilets for men and women, 
and community safety awareness campaign. Advertisements for project-related jobs will include 
a sentence to the effect that women are encouraged to apply. The policy-based loan component 
will include a skills development program in ADY’s labor rationalization plan, that will ensure 30% 
women’s participation.  The project will also review ADY’s current pricing strategy for passenger 
services, and will come up with a new pricing strategy that includes measures to mitigate 
potential negative effects on the poor, women, children, and the elderly.  
 
 

 
34   MDG indicators of the Republic of Azerbaijan (http://www.stat.gov.az/source/millennium/source/MDG_en-

05.01.2017.pdf), State Statistical Committee of the Republic of Azerbaijan, accessed on 8 September 2017.  

http://www.stat.gov.az/source/millennium/source/MDG_en-05.01.2017.pdf
http://www.stat.gov.az/source/millennium/source/MDG_en-05.01.2017.pdf
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IX. PERFORMANCE MONITORING, EVALUATION, REPORTING, AND 
COMMUNICATION 

A. Project Design and Monitoring Framework  

DESIGN AND MONITORING FRAMEWORK 

Impact the Program is Aligned with 

Railway development for Azerbaijan economically sustained (Azerbaijan Strategic Roadmap, 2017–2020a)  
 

Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Risks 

Outcome By 2022   
Rail service delivery 
and financial viability 
of railway operations 
in Azerbaijan 
improved  

a. ADY reached operational 
profitability (2016 Baseline: 
negative)  

a. Audited financial 
statements of ADY 

Regional geopolitical 
instability and reduced 
country growth affects 
ADY’s business 
prospects 
 
 

 
b. Average freight speed on 
the Sumgayit–Yalama 
(Border with Russian) rail 
line of the North South 
Railway Corridor increased 
to 60 km/h (2016 Baseline: 
25 km/h) 
 
c. Debt-Service-Coverage 
Ratio maintained above 1.2 
(2016 Baseline: negative) 
 
 
 

 
b–c. Service Delivery 
Audit Reports and 
Annual Key 
Performance Indices 
Reports of ADY 

Outputs    
1. Governance, and 
management and 
financial autonomy of 
ADY enhanced 
 

1a. Corporate governance 
requirements in Azerbaijan 
fully complied by ADY by 
2021 (2016 baseline: not 
applicable) 
  

1a–b. Program 
progress reports 
 

ADY reform package 
still cannot improve 
financial performance, 
and chronic under-
investment in railway 
operation and 
maintenance will persist 
 
Leadership and political 
will to complete the 
reforms is lacking due 
to vested interests 
 
 
 
 
 
 
 
 
 
 

 1b. Tariff reforms 
completed, including public 
service obligation contracts 
introduced by 2021 (2016 
baseline: not applicable) 
 
1c. Outsourcing solutions 
mainstreamed at ADY by 
2021 (2016 baseline: not 
applicable) 
 
1d. Law on Railways 
approved by Parliament by 
2019 (2016 baseline: Not 
submitted) 
 

 
 
 
 
 
 
1c–d. Program 
progress reports and 
ADY Annual Reports 
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Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Risks 

2. Financial 
restructuring of ADY’s 
debt liabilities 
effectively conducted 

2a. Debt-Service-Coverage 
Ratio reached 1.1 by 2020 
(2016 baseline: negative) 

2a. ADY’s annual 
financial statements 
 
 

 

 2b. Credit Rating from an 
international rating agency 
procured by 2019 (2016 
baseline: no credit rating) 
 

2b. Contract with Credit 
Rating Agency 

 

3. Financial and 
management control, 
efficiency and 
reporting at ADY 
enhanced 

3a. IFRS-ERP system fully 
operationalized by 2018 
(2016 baseline: Not 
operationalized) 
 
3b. Regular outreach efforts 
on annually reported key 
performance indicators 
undertaken by 2019 (2016 
baseline: Not undertaken) 
 

3a. Program progress 
reports 
 
 
3b. ADY website and 
Annual Reports 
 
 

 

 3c. Unqualified ADY’s 
Annual Audited Financial 
Statements achieved by 
2019 (2016 baseline: two 
qualifications) 
 

3c. ADY Annual Report  

4. Operational 
efficiency enhanced 
and Corporate 
restructuring 
effectively conducted 

4a. Labor rationalization 
plan that includes a skills 
development program with 
at least 30% women 
participation fully 
implemented by 2020 (2016 
baseline: Not implemented) 
 
4b. Corporate Restructuring 
Plan and asset 
management system fully 
implemented by 2019 (2016 
baseline: Not implemented) 

4a. Program progress 
reports 
 
 
 
4b. Program progress 
reports 
 
 

 

  
4c. Full separation between 
core and non-core assets, 
and commercialization plan 
for non-core assets fully 
implemented by 2019 (2016 
baseline: Not implemented) 
 
4d. Rating of operational 
efficiency, including energy 
efficiency improved by 2019 
(2016 baseline: rated low) 
 
 

 
4c. Program progress 
reports and ADY 
Annual Reports 
 
 
 
 
4d. Program progress 
reports 
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Results Chain 
Performance Indicators with 

Targets and Baselines 
Data Sources and 

Reporting Risks 
5. Infrastructure of 
the Sumgayit–
Yalama rail line 
improved 

5a. 166 km of double track 
between Sumgayit and 
Yalama (border with 
Russia) rehabilitated and/or 
reconstructed with safety 
design features that benefit 
women, children and elderly 
by 2021 (2016 baseline: 0) 
 

5a–b. Program 
progress reports 

Potential political 
interference with vested 
interests and lengthy 
government review 
procedure affect 
procurement integrity 
and cause procurement 
delay 

 5b. At least two project 
proposals for improvement 
of key railway assets on the 
North South Railway 
Corridor prepared by 2020 
(2016 baseline: 0)  

  

   

 

Key Activities with Milestones  
1–4. Not applicable 
5. Infrastructure of the Sumgayit–Yalama rail line improved  
5.1 Establish program management office with necessary staff (March 2018) 
5.2 Award engineering and supervision consulting service contract (June 2018) 
5.3 Award design-build works contract (July 2018) 
5.4 Complete all construction and commission all facilities (December 2021) 

Inputs 
Loan 
ADB: $400 million (regular OCR loan; $250 million for policy component and $150 million for project 
component)  
Government: $75 million as counterpart financing of the project component and $900 million as fiscal 
costs of railway reforms 
AFD: $100 million (equivalent) for the project loan  
Project Preparatory Technical Assistance Grant 
ADB: $1.0 million (TASF-Others) 

Assumptions for Partner financing: 
AFD: $75 million (equivalent) for the policy loan          

ADB = Asian Development Bank; ADY = Azerbaijan Railways Closed Joint Stock Company; AFD = Agence Française 
de Développement; ERP = Enterprise Resource Planning; IFRS = International Financial Reporting Standards; km = 
kilometer; km/h = kilometers per hour; OCR = ordinary capital resources; TASF = Technical Assistance Special Fund. 
a  Government of Azerbaijan. 2016. Strategic Roadmap “On the development of logistics and trade of the Republic of 
Azerbaijan”. Baku.  
Source: Asian Development Bank. 
 
B. Monitoring  

54. Project performance monitoring. The achievement of the project performance targets 
will be assessed mainly following the DMF. ADY, assisted by respective consultants as required, 
will establish a project performance management system. Indicators to be monitored include (i) 
traffic volume; (ii) travel time or train speed; (iii) accident rates; (iv) debt service coverage ratio, 
and (v) indicators linked to reform actions as detailed in the policy matrix under the PBL. In 
addition, socioeconomic secondary data on railway will be obtained. Annually during the project 
period, ADY will also monitor the project budget and actual expenditure. Achievement of the staff 
retrenching and capacity development activities for ADY will also be monitored. For civil works, 
progress will be monitored and reported monthly by Supervision consultant. The project 
beneficiaries' satisfaction will be surveyed during and after project implementation. 
Disaggregated baseline data for output and outcome indicators gathered during project 
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processing will be updated and reported quarterly through the quarterly progress reports from 
ADY, and after each ADB review mission. These quarterly reports will provide information 
necessary to update ADB's project performance reporting system.35 
 
55. Compliance monitoring. Compliance with covenants will be monitored through ADB's 
project administration missions—including project inception mission to discuss and confirm the 
timetable for compliance with the loan covenants; project review missions to review the 
Government and ADY's compliance with policy conditions and particular loan covenants and, 
where there is any noncompliance or delay, discuss proposed remedial measures with the 
Government and ADY; and mid-term review mission if necessary to review covenants to assess 
whether they are still relevant or need to be changed, or waived due to changing circumstances. 
Apart from ADB project review missions average two times a year, ADB’s Azerbaijan resident 
mission will also hold quarterly country portfolio review meetings with ADY to follow up and 
ensure the timely compliance of the policy conditions and loan covenants. 
 
56. Safeguards monitoring. ADY will be responsible for internal monitoring of the social, 
resettlement and environment aspects of the program, both for project loan and policy-based 
loan (concerning two policy actions on “reduction of profitability gaps in passenger services’ and 
“human resources management and labor rationalization reforms”). The implementation of EMP 
and LARP will be monitored and reported to ADB on a semiannual basis and through CSC 
quarterly project progress reports. In addition, if there are any unforeseen safeguards impacts or 
incidents these will be reported to ADB immediately for necessary action. Construction 
environmental monitoring is a day to day process and it can be done by the site supervision 
engineers for timely intervention. Contractors will submit monthly monitoring report to CSC for 
endorsement before submission to PIU. CSC will submit to PMO monthly and quarterly project 
progress reports which include a section on Environment, Health and Safety (EHS). The reports 
also include information on undertaking on-the job and planned training, capacity building 
activities. During project implementation CSC will assist PMO to prepare Semiannual 
Environmental Monitoring reports (EMRs). EMRs will be submitted to ADB within 1 month of the 
close of each half of the calendar year for disclosure at ADB and ADY websites. CSC will conduct 
post-construction environmental audit during the project liability period and assist PMO in 
preparing the Final Environmental Monitoring report. 
 
57. During LARP implementation phase, the monitoring results shall be consolidated into 
Semiannual monitoring reports and shared with ADB for review, clearance and disclosure. Once 
LARP implementation is completed, bi-annual monitoring reports will be prepared and submitted, 
within 1 month of the close of each half of the calendar year, to ADB for review, clearance and 
disclosure at ADB and ADY websites. Safeguards monitoring report on the policy-based loan 
component by ADY will be sent to ADB for review quarterly. In addition, if there are any 
unforeseen safeguards impacts or incidents these will be reported to ADB immediately for 
necessary action. 
 
58. Gender and social dimensions monitoring. A summary poverty reduction and social 
strategy has been prepared. ADY, with the assistance of construction supervision consultants, 
shall ensure the project follows (i) measures to raise public and construction workers’ awareness 
of the risks of communicable diseases including sexually transmitted infections, drug and human 
trafficking; (ii) awareness raising among temporary workers of important social and health issues; 
and (iii) measures to protect public and workers with requirements for the civil works contractor(s) 

 
35  ADB's project performance reporting system is available at  
  http://www.adb.org/Documents/Slideshows/PPMS/default.asp?p=evaltool. 

http://www.adb.org/Documents/Slideshows/PPMS/default.asp?p=evaltool
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to maintain their labor environment in healthy condition. These will be incorporated into the 
contract documents and are provided in the mitigation provisions of the EMP to meet 
requirements of ADB’s Core Labor Standards (2006) and the country’s relevant laws and 
regulations. The project will also monitor that ADY’s skills development program includes 30% 
women’s participation. The new pricing strategy for passenger services will also ensure that it 
incorporates measures to mitigate any potential negative impact on the poor, women, children 
and the elderly.  Monitoring results will be included as part of the quarterly progress reports sent 
to ADB for review. 
 
C. Evaluation 

59. The project inception mission will be fielded soon after the legal agreements for the 
program are declared effective; thereafter, regular reviews will follow at least bi-annually. As 
necessary, special loan administration missions and a midterm review mission will be fielded, 
under which any changes in scope or implementation arrangement may be required to ensure 
achievement of project objectives. ADY will monitor project implementation in accordance with 
the schedule and time-bound milestones and keep ADB informed of any significant deviations 
that may result in the milestones not being met. Within 6 months of physical completion of the 
Project, ADY will submit a program completion report (covering both project loan and policy-
based loan) to ADB.36 
 
D. Reporting  

60. ADY will provide ADB with (i) quarterly progress reports in a format consistent with ADB's 
project performance reporting system; (ii) consolidated annual reports including (a) progress 
achieved by output as measured through the indicator's performance targets, (b) key 
implementation issues and solutions, (c) updated procurement plan, and (d) updated 
implementation plan for the next 12 months; and (iii) a program completion report (covering both 
project loan and policy based loan) within 6 months of physical completion of the project. To 
ensure that projects will continue to be both viable and sustainable, project accounts and the 
executing agency audited financial statement together with the associated auditor's report, 
should be adequately reviewed. 

 
E. Stakeholder Communication Strategy  

61. The project intends to maximize transparency by communicating relevant project 
information to stakeholders in various means. The ADY has a website to disclose all key project-
related information, including the scope, cost, and financial and institutional arrangements of the 
project, project safeguard reports such as IEE and RPs, and project progress such as 
procurement, contract award and disbursement. The PMO will also fully disclose relevant project-
related information through website and PMU’s information center—such as project cost, cost-
sharing arrangement, contractor's name, contract price, progress of construction, financial status 
of municipalities—through public briefings, bulletin boards, municipal annual reports etc. 
 

Project Documents 
Means of 

Communication 
Responsible 

Party Frequency Audience(s) 

Project data sheet 
 

ADB’s website ADB Initial project data sheet 
posted on the website no 

General Public 

 
36   Project completion report format available at: http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-

Sector-Landscape.rar . 

http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-Sector-Landscape.rar
http://www.adb.org/Consulting/consultants-toolkits/PCR-Public-Sector-Landscape.rar
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Project Documents 
Means of 

Communication 
Responsible 

Party Frequency Audience(s) 

later than 2 weeks after 
approval of the concept 
paper; updated at least 
twice a year  

Design and 
Monitoring 
Framework 

ADB’s website ADB Key information from the 
draft reflected in project 
data sheet; final version 
posted on the website at 
the same time it is 
circulated to the Board for 
approval, subject to the 
concurrence of the 
government  

General Public 

Initial Environmental 
Examination 

ADB’s website ADY, ADB Draft posted on the website 
before appraisal; and the 
final version no later than 2 
weeks of receipt by ADB  

General Public, 
project-affected 
people 

Resettlement Plan ADB’s website ADY, ADB Draft posted on the website 
before appraisal; and the 
final/updated version no 
later than 2 weeks of 
receipt by ADB 

General Public, 
project-affected 
people 

Loan Agreement ADB’s website ADB Posted on the website no 
later than 2 weeks from 
their signing, after 
removing any information 
falling within exceptions at 
the time of the negotiations  

General Public 

Report and 
Recommendation of 
the President 

ADB’s website ADB Posted on the website at 
the same time it is 
circulated to the Board for 
approval, subject to the 
concurrence of the 
government  

General Public 

Summary of Poverty 
Reduction and Social 
Strategy 

ADB’s website 
Consultation 

ADB 
ADY 

Posted on the website at 
the same time it is 
circulated to the Board for 
approval, subject to the 
concurrence of the 
government  

General Public 

Procurement 
requirements 

ADB website for 
procurement 
notice, invitation 
for bids,  
Local newspaper 
advertisement 

ADB 
 
 
 
 
ADY 

Available online (current 
and archive) 

General public, 
potential civil 
works 
contractors 

Project Administration 
Manual 

ADB’s website ADB Posted on the website at 
the same time it is 
circulated to the Board for 
approval, subject to the 
concurrence of the 
government  

General Public 
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Project Documents 
Means of 

Communication 
Responsible 

Party Frequency Audience(s) 

Environmental & 
Social Safeguard 
Monitoring Reports 

ADB’s website 
ADY’s website 

ADB 
ADY 

Routinely disclosed, no 
specific requirements 

General Public, 
project-affected 
people in 
particular 

Audited project 
financial statements 
and the auditors' 
report  

ADB’s website ADB Within 30 days of receipt  
 

General Public 

Project Completion 
Report 

ADB’s website ADB Within 2 weeks of 
circulation to the Board for 
information  

General Public 

Evaluation Report ADB’s website ADB Within 2 weeks of 
circulation to Management 
and the Board  

General Public 

ADB=Asian Development Bank, ADY = Azerbaijan Railways Closed Joint Stock Company. 
 
 

X. ANTICORRUPTION POLICY 

62. ADB reserves the right to investigate, directly or through its agents, any violations of the 
Anticorruption Policy relating to the project.37 All contracts financed by ADB shall include 
provisions specifying the right of ADB to audit and examine the records and accounts of the 
executing agency and all project contractors, suppliers, consultants, and other service providers. 
Individuals and/or entities on ADB’s anticorruption debarment list are ineligible to participate in 
ADB-financed activity and may not be awarded any contracts under the project.38  
 
63. To support these efforts, relevant provisions are included in the loan agreement and the 
bidding documents for the Project. In particular, all contracts financed by ADB in connection with 
the project will include provisions specifying the right of ADB to audit and examine the records 
and accounts of the executing agency and all contractors, suppliers, consultants, and other 
service providers as they relate to the project. 
 
 

XI. ACCOUNTABILITY MECHANISM 

64. People who are, or may in the future be, adversely affected by the project may submit 
complaints to ADB’s Accountability Mechanism. The Accountability Mechanism provides an 
independent forum and process whereby people adversely affected by ADB-assisted projects 
can voice, and seek a resolution of their problems, as well as report alleged violations of ADB’s 
operational policies and procedures. Before submitting a complaint to the Accountability 
Mechanism, affected people should make an effort in good faith to solve their problems by 
working with the concerned ADB operations department. Only after doing that, and if they are 
still dissatisfied, should they approach the Accountability Mechanism.39 
 
 

 
37 Anticorruption Policy: http://www.adb.org/Documents/Policies/Anticorruption-Integrity/Policies-Strategies.pdf 
38  ADB's Integrity Office web site: http://www.adb.org/integrity/unit.asp 
39 Accountability Mechanism. http://www.adb.org/Accountability-Mechanism/default.asp.  

http://www.adb.org/Documents/Policies/Anticorruption-Integrity/Policies-Strategies.pdf
http://www.adb.org/integrity/unit.asp
http://www.adb.org/Accountability-Mechanism/default.asp


43 

XII. RECORD OF CHANGES TO THE PROJECT ADMINISTRATION MANUAL

PAM 
Version 

Created 
Date 

Revision 
Date 

Reasons for Change Main Contents of Change 

V1 Sep 2017 NA Initial NA 

V2 Mar 2018 Update on details after loan 
effectivity 

V3 Jul 2018 Project review SOE details 
Implementation Plan 
Procurement Plan 

V4 Aug 2018 Approval of updated 
procurement plan 

Procurement Plan 

V5 Sep 2018 Confirmation of advance 
account ceiling 

Advance account ceiling 

V6 May 2019 Project review Organization structure 
Table 5.2: Action Plan 
Procurement Plan 

V7 Dec 2020 Update Disbursement procedure 
for AFD cofinancing, 
Procurement Plan,
TOR (actual),
Progress update on Policy 
Matrix for the PBL 
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APPENDIXES: 
 
Appendix 1: Policy Matrix for the Policy Based Loan 
Appendix 2: Terms of Reference for Engineering and Supervision Consultants 
Appendix 3: Template for EA Progress Report 
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Appendix 1: Policy Matrix for the Policy Based Loan 

TRANCHE 1 
Reform Conditions 

TRANCHE 2 
Reform Conditions 

STATUS 
(December 2020) 

Output 1: Governance, and Management and Financial Autonomy of ADY Enhanced 

1.1 Establishment of ADY’s operational and 
institutional autonomy, including, e.g., set-up of 
the management board, right to retain revenue 
generated from ADY property, and ADY’s 
autonomy to set railway service tariffs (freight 
and passenger, except for transit tariff). 

 
1.2 Amendments to various normative acts to align 

acts with the presidential order of 18 September 
2015; and approval of corresponding changes to 
ADY’s charter and organizational structure. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1.3 Submission to the Cabinet of Ministers of a draft 

law on railways, including an institutional 
definition of functional and investment financing 
responsibilities, and openness to private 
operators.  

 

2.1 Parliament approval of a law on railways, 
including an institutional definition of 
functional and investment financing 
responsibilities, and openness to private 
operators. 

 
2.2a Establishment by the cabinet of a supervisory 

board for ADY with full management oversight 
functions and appropriate number of 
independent members, not affiliated with the 
government or railway. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2.2b Establishment of the risk and audit committee 

of the supervisory board, to which the internal 
audit department will report directly. 

 
 

Draft law on Railway, which will play an important 
role in guiding railway development and clarifying 
the roles and responsibilities of participants, 
including the private sector was developed based 
on the best practices and submitted to the 
Government. Draft National Transport strategy is 
currently under development by relevant state 
bodies. A presidential decree, approved on 7 
February 2019, provided all legal provisions 
required for ADY’s reform.  
 
 
A comprehensive package of SOE corporate 
governance guidelines has been developed. 
Pending approval, main oversight and approval 
functions are with the Cabinet of Ministers, the 
Ministry of Finance, and the Ministry of Economy. 
on August 7, 2020 President of the Republic of 
Azerbaijan has signed a decree to set up 
Azerbaijan Investment Holding that will help 
control the country’s state-owned companies 
under one umbrella. The Decree also approved 
the charter of the holding company and 
established a supervisory board and a 
management board to manage it, which will 
consist of five persons appointed by the president. 
According to the decree, the Investment Holding 
is created for managing state companies and 
enterprises, as well as economic companies with 
the state share according to unified principles. In 
addition, it will increase transparency and 
economic efficiency of investment projects 
implemented by state enterprises. Its creating will 
allow applying corporate methods at state 
enterprises, thus, increasing accountability and 
possibilities of public control. Moreover, the 
creation of Investment Holding means the 
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TRANCHE 1 
Reform Conditions 

TRANCHE 2 
Reform Conditions 

STATUS 
(December 2020) 

1.4 ADY submits to the cabinet a proposal (policy 
paper) for rail passenger service pricing that 
includes: 

 
(i) estimates of service provision costs and of 

current profitability gaps (meaningfully 
disaggregated by route and distance);  

(ii) a gradual, time-bound increase in pricing 
aimed at closing routes' profitability gap or 
options for rationing (or rationalizing) loss-
making services (already considering 
expectations regarding actions and 
improvements on operational KPIs); 

(iii) PSO contract solutions for any mandated 
passenger services provision below cost-
recovery  

 
1.5 ADY submits to the cabinet a railways investment 

plan, as an element of its five-year business plan, 

2.2c Compliance with other corporate governance 
requirements for SOEs. 

 
 
 
 
 
 
2.3 Issuance of ADY’s supervisory board 

decisions on ADY’s pricing strategy for 
passenger services. 

 
 
 
 
 
 
 
 
 
 
 
 
2.4 Approval by the cabinet and ADY to introduce 

public service obligation contracts, on a pilot 
basis, for ex-ante determined subsidy 
solutions for the passenger services that will 
still operate with profitability gaps. 
 

 
 
 
 
 
 
 
 
 
2.5 Cabinet approval of the railways investment 

plan, and its implementation by ADY remains 
on target. 

acceleration of the liberalization process in 
Azerbaijan. 
 
 
Corporate risk analysis carried out. Structure for 
risk management and audits defined, including 
charter to transfer risk assessment and audits to 
supervisory board once in place.  
 
Governance structure adjusted to facilitate main 
separation of traffic planning from freight 
operations, the liquidation of the tariff policy unit 
and the establishment of (i) a marketing division, 
(ii) an investment and asset management 
division, (iii) an IT safety division, and (iv) a 
health, safety and environment unit. 
 
A passenger pricing strategy has been 
established and approved by ADY management 
for both commercial and subsidized services. It 
entails a tariff framework for long distance and 
short distance (Baku peninsula) rail 
transportation in relation to pricing of competitive 
modes (metro and bus), as well as possible 
integration into a single ticket. The pricing 
strategy is strongly connected to the 
establishment of a PSO contract (policy action 
2.4) as guiding principle to calculate fare box 
revenues. The Ministry of Finance approves PSO 
contracts and hence the underlying pricing 
scheme. 
 
A PSO pilot has been defined for the Baku Circle 
line. Contractual obligations and rights between 
the Municipality of Baku and ADY have been set 
forth in a draft contract, including annexes with 
service definition and standards, and quality 
parameters. This contract aims to establish a 
frequent passenger train service for 10 years at a 
fixed annual contribution from the government to 
ADY, the operator. A performance policy has 

 which includes segregation of investment 
financing responsibilities. 

 

1.6 ADY submits a policy paper to the cabinet 
(based on international experience), setting out 
options for an explicit policy direction on the 
long-term division of responsibilities for: 

 
(i) financing railways investment, and  
(ii) a performance-based contractual solution 

for operations and maintenance cost 
sharing between ADY and the government. 
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TRANCHE 1 
Reform Conditions 

TRANCHE 2 
Reform Conditions 

STATUS 
(December 2020) 

 
 
 
 
 
2.6 ADY and the government introduce, on a pilot 

basis, performance-based contractual 
solutions for operations and maintenance cost 
sharing between ADY and the government. 

been set on the basis of best practices from 
European countries. On 7 February 2019, a 
presidential decree was passed, introducing 
subsidy options for rail passenger services and 
the introduction of PSO to facilitate the pilot.  
 
ADY submitted a four-year investment program 
to the Ministry of Economy and the Ministry of 
Finance. The distribution of investment 
expenditures to be financed by the state budget 
in 2019 was approved by the Decree of the 
President of the Republic of Azerbaijan No. 890 
dated 15 January 2019. Moreover, the 
distribution of investment expenditures to be 
financed by the state budget in 2020 was 
approved by the Decree of the President of the 
Republic of Azerbaijan No. 1752 dated 30 
December 2019. 
 
Detailed analyses have been undertaken to 
develop a set of reliable cost estimates for 
infrastructure routine maintenance as reference 
for developing a draft performance-based 
contract. Such contracts assure value-for-money 
and adequate budget projections for both ADY 
and the government. 

Output 2: Financial Restructuring of ADY’s Debt Liabilities Effectively Conducted 

1.7 The Ministry of Finance and ADY implement the 
first phase of a three-phase financial 
restructuring plan (approved between Ministry of 
Finance and ADY), with a combination of soft-
loans and/or equity injections into ADY (to 
impact on about $200 million-equivalent of 
ADY’s non-publicly-guaranteed liabilities) that is 
calibrated to bring the debt-service coverage 
ratio to above 0.05 in 2017 (the calculation of 
these ratios exclude publicly guaranteed 
liabilities). ADY approves annual targets going 
forward for: (i) debt-service coverage ratios, 
(ii) liquidity levels, and (iii) debt–equity ratio for 
ADY. 

2.7 Validation, by a reputable audit company, of 
the assumptions and financing requirements 
of the original financial restructuring plan.  

 
 
 
2.8 The Ministry of Finance and ADY implement 

the second phase of the three-phase financial 
restructuring plan, with a combination of soft 
loans and/or equity injections into ADY (to 
impact on about $200 million equivalent of 
ADY’s non-publicly-guaranteed liabilities) that 
is calibrated to bring ADY’s debt-service 
coverage ratio above 0.3 during 2018–2019 

A comprehensive three-phase financial 
restructuring plan was approved by ADY and 
Ministry of Finance in 2017 as a condition for 
tranche 1. Assumptions and financing 
requirement have been validated by a reputable 
audit company. 
In addition to the $200 million provided in April 
2017, the government provided $213 million in 
December 2017 to support ADY’s debt 
repayments. In 2018 and 2019, the tranche of 
$175 and $75 million accordingly from ADB and 
in 2020 $75 million from AFD was used to 
restructure loans with unfavorable commercial 
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TRANCHE 1 
Reform Conditions 

TRANCHE 2 
Reform Conditions 

STATUS 
(December 2020) 

 
1.8 Ministry of Finance issues a commitment, 

regarding publicly guaranteed liabilities, to (i) 
service those liabilities till term end or (ii) service 
those liabilities during phase two of the financial 
restructuring plan and transfer them out of 
ADY’s balance sheet in phase three of the 
financial restructuring plan. 

 
1.9 Establishment of an escrow account by ADY 

and the Ministry of Finance with large creditors 
(“passive signatories”) that are willing to 
restructure their loan terms. The escrow account 
agreement defines (i) the minimum transfers out 
of ADY’s monthly revenue that are to be 
deposited in the escrow account for the sole 
purpose of debt-servicing, and (ii) the priority of 
those large creditors in the proceeds of such 
account. 

(the calculation of these ratios excludes 
publicly-guaranteed liabilities). 

 
2.9 The Ministry of Finance and ADY review (and 

revise as appropriate) the terms of the escrow 
account, considering financial restructuring 
efforts’ impact on debt-service projections and 
ADY’s liquidity management efficiency and 
challenges. 

conditions as identified in the plan. Bank 
statements have been provided.  
 
 
 
 
ADY and the Ministry of Finance established an 
escrow account with major creditors (“passive 
signatories”) that were willing to restructure their 
loan terms. The escrow account agreement 
defines the minimum transfers out of ADY’s 
monthly revenue to be deposited solely for debt-
servicing, as well as the priority given to 
creditors.  

Output 3: Financial and Management Control, Efficiency and Reporting at ADY Enhanced 

1.10 ADY implements internal audit reforms, 
including the following: 

 
(i) new internal audit department established;  
(ii internal audit policy and methodology 

approved; 
(iii) new guidelines and routines established 

(including an internal audit manual); and 
(iv) key staffing with qualified professionals. 

 
1.11 ADY to appoint a CFO to head the finance 

department. ADY to issue an official order 
approving the restructuring of the finance 

2.10 ADY approval of the shifting of the reporting 
line of internal audit to the risk and audit 
committee of the supervisory board. 

 
 
2.11 Procurement by ADY of a credit rating from an 

international rating agency, to serve as a 
benchmark for management efficiency. 

 
 
 
2.12a Appointment of CFOs for all corporate entities 

under ADY and chief accountants for all main 
departments and establishes direct reporting 
lines to ADY’s CFO. 

 
 
 
 
2.12b Establishment by ADY of a risk management 

system (including a risk management manual, 

In line with action 2.2, reporting lines of the risk 
and audit committees have been defined. Given 
the current absence of a supervisory board, 
reports are directed to the ADY Chairman.  
 
ADY submitted the required information for a first 
credit-rating in October 2018. Comparing with the 
year 2018 credit rating stays stable during the 
year 2019. The rating agency has provided 
recommendations for further improvement of the 
rating. These will result in an improvement over 
the next 3–5 years. 
 
The financial department of ADY has been 
reformed to meet new financial management 
standards along the lines of the restructured 
organization (see action 2.15b and 2.15c). CFOs 
and chief accountants have been appointed for 
all main departments and corporate entities, 
reporting to the ADY headquarters’ CFO. 
 

 department, incorporating economic analysis, 
budget planning, and expenditure monitoring 
functions (previously under the economic 
analysis and monitoring department). 
 

1.12 Establishment of a centralized registry for 
contracts in ADY’s legal department. 
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TRANCHE 1 
Reform Conditions 

TRANCHE 2 
Reform Conditions 

STATUS 
(December 2020) 

1.13 Establishment of a centralized procurement 
department. Approval of procurement 
regulations establishing (i) value thresholds for 
the different levels of procurement-approving 
authority (head of department, deputy chair, and 
chair), (ii) requirements for clearance from the 
procurement department, and (iii) a prohibition 
of payments by the finance department related 
to contracts that are not reflected in the legal 
department’s registry. 

 
1.14 Consolidation of all bank accounts into one 

single-ledger bank account (subaccounts for 
different currencies; all payments authorized 
centrally). The finance department to initiate 
production of monthly, forward-looking 
projections on cash-outlay obligations (for the 
following 2 months, with daily breakdown). The 
finance department establishes a monthly cash 
budgeting and monitoring system. 

 

assessment guidelines and risk control 
functions). 

 
 
 
 
 
 
 
 
 
 
 
 
 
2.13 Achievement by ADY of operating ratios 

below ‘1’ (excluding depreciation cost.)  
 
2.14 Public disclosure of information regarding 

ADY performance (quarterly reporting on 
selected KPIs) on ADY’s website. 

 
 
 
 
 
2.15a Full-fledged commencement of the operation 

of ADY’s integrated financial and 
management accounting, and financial 
reporting and control system (ERP-IFRS). 
This is to include analytical cost accounting 
routines (activity-based cost accounting) that 
can serve as a basis for comprehensive 
financial modelling and average cost pricing 
(for freight and passenger services). 

 
 
 
 
 
 

ADY has undertaken the following actions: 
 

(i) risk management unit formally 
established with 3 permanent staff; 

(ii) identifying areas with high risk profile 
(corporate risk catalogue) with 25 
trained risk coordinators appointed to 
monitor risk assessment; 

(iii) formulating risk strategy and policies, all 
circulated to trained staff; 

(iv) formulating a risk management plan; 
(v) defined quarterly reporting lines and 

templates developed for different 
reporting lines; and 

(vi) continued development of methods, 
tools and training. 

 
Audited reports indicate an operating ratio of 0.65 
for 2017 and 2018. Moreover, for 2019 audited 
reports indicate an operating ratio of 0.82 
 
ADY published a series of KPIs since July 2018 
on a dedicated page of the company’s website, 
generating a positive public response. Indicators 
are regularly updated and complemented with 
additional information. Reporting of KPIs is being 
automated by the information processing center of 
ADY to facilitate an efficient updating process. 
Approved KPI list filled up with information of 
2015, 2016, 2017, 2018, 2019 years and Q1, Q2, 
Q3 2020 has been disclosed on ADY’s website. 
 
 
Main ERP-IFRS modules (accounts payable, 
accounts receivable, inventory, fixed assets, 
payroll, general ledger) were implemented in 
2018. The new system is gradually being 
completed, including accounting, warehouse 
management, cost accounting, asset 
management, risk management system. By 
2021, the new system will be fully operational to 

1.15 ADY implements: 
 
(i) A new fixed asset register, and initiates its 

integration in the ERP system, 
(ii) Online ticketing and automated ticketing for 

all commuter services (with expansion of 
automatic points of sale) 

 
1.16 ADY begins the implementation of an integrated 

financial and management accounting, financial 
reporting and control system (ERP system). The 
ERP system planned is to include all 19  

 functionalities and modules and IFRS reporting, 
and the following progress benchmarks are 
achieved: 

 
(i) Four out of 15 financial accounting 

modules become functional (cash 
balances, bank balances, accounts 
receivables and accounts payables). Tax 
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accounting and reporting and all three 
management accounting modules (i.e. 
budgeting, cost accounting, and decision 
support and management reporting) 
analytical reports are operationally tested. 
All hardware procured and Oracle centers 
roll-out initiated. 

(ii) Seven Oracle Centers established, with 
113 qualified and trained new staff (as the 
first phase of plan to revamp the finance 
department), and data entry initiated. 
Submission to ADB of a time-bound 
implementation plan (indicating remaining 
1 Oracle Center for Nakhchivan and the 
planned hiring of additional 11 qualified 
staff). 

 

 
2.15b ADY undertakes a review of all human 

resources working in the finance department 
(about 600 staff).  

 
 
 
 
 
 
2.15c ADY puts in place a performance appraisal 

system. 
 
 
 
 
 
 
 
2.16a Implementation by ADY of an infrastructure 

traffic planning system (time-tabling).  
 
 
 
2.16b Adoption by ADY of a detailed plan to 

establish an operations management system 
with customized MIS features (e.g. a freight 
management system with RFIDs and GPS-
based monitoring of rolling stock) and 
commence procurement.  

 

produce all financial and other statements of the 
restructured organization. To allow for shadow 
testing and quickly adapt to the changes the 
existing ERP system, which is used widely in CIS 
railways, is being used as a bridge solution to 
ensure safe transfer to the new system once 
completed. 
 
Restructuring of the finance department for 
infrastructure, freight, and passenger has been 
completed to meet the changed organizational 
and quality demands. Staff have been trained, 
rotated and selected accordingly. CFOs, chief 
accountants and chief economists have been 
recruited to ensure to meet IFRS and related 
reporting standards.  
 
A finance staff performance appraisal system has 
been established and piloted during 2018 by a 
renowned financial consultancy firm. After 
assessment of competencies, 175 staff contracts 
were terminated, covered by the provisions of the 
corporate labor restructuring plan. The appraisal 
system is fully operational and will be 
implemented in all departments.  
 
A modern traffic planning software package has 
been purchased and installed, including training 
of 12 ADY staff. The use of this system ensures 
efficient traffic planning processes.  
 
ADY upgraded and improved its operations 
management system, adding modules to make it 
fully functional to new operational planning 
demands. It provides IT support for the 
improvement of assets and staff utilization. A 
costing model for passenger and freight services 
and for infrastructure maintenance facilities has 
been developed to produce transparent and 
accurate activity-based cost data to identify 
measures for cost-reduction in operations. 
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Operations staff were trained in cost calculation 
methodology and costing of rail services. 

Output 4: Operational Efficiency Enhanced and Corporate Restructuring Effectively Conducted 

1.17 Approval of a time-bound organizational and 
corporate restructuring plan, with explicit plans 
for internal pricing reforms, such as: (i) 
contractual systems for the services provided by 
selected corporate entities within the ADY 
group; and (ii) approval of pilot service legal 
agreement solutions for services provided 
between operational departments of ADY.  

 
1.18 Establishment of a change management unit to 

(i) plan and monitor reforms, (ii) monitor KPIs, 
(iii) set operational and non-operational KPIs 
(open-ended ledger) explicitly calibrated to turn 
ADY into a break-even corporate group by 2020, 
to increase the quality of railway services 
(including time and cost) and to improve energy 
efficiency, and (iv) undertake period operational 
performance benchmarking. 

 
1.19 Introduction of outsourcing solutions on a pilot 

basis (e.g. cleaning of central station, ticket 
selling in the Central Station, property 
management in the Central Station, etc.). 

 
1.20 Elimination of at least 10 subsidiaries (corporate 

and non-corporate entities) of the ADY group. 
Merger of six depots for wagons into three. 
Submission to ADB of a statement of intent 
regarding the remaining subsidiaries. 

 
1.21 Submission to the cabinet, by ADY, of a railways 

business plan, covering the next 5 years, 
including: 
 
(i) The establishment of operational and non-

operational KPIs, explicitly integrating 
investment financing options and business 
development efforts, marketing plans, 

2.17a ADY undertakes a comprehensive review to 
its operational efficiency levels, and on its 
basis updates the relevant operational KPI 
targets going forward (by revising the KPI 
ledger).  

 
 
 
 
2.17b ADY undertakes a study of industry 

operational standards and the feasibility of 
establishing operational performance auditing 
requirements.  

 
 
 
 
 
 
2.17c ADY commissions a review of the 

implementation of outsourcing pilot solutions 
to assess future potential for outsourcing (on 
the basis of market capacity). 

 
 
 
 
 
 
 
 
 
 
2.17d Cost–benefit study to assess the feasibility of 

establishing depots for wagons in joint 
venture with a private partner. 

 
 

A ledger of 84 operational KPIs have been 
defined that ensures adequate monitoring and 
management of ADY’s performance. These KPIs 
are reported and analyzed by each operational 
unit (freight, passenger and infrastructure) and 
shared on ADY’s website (action 2.14). Key 
operational benchmarks have been determined, 
based on peer railway organizations.  
 
A study of sector operational standards has been 
prepared to serve as reference in drafting of a 
PSO contract (action 2.4), to audit performance 
(action 2.17a), and to set proper benchmarks and 
operational targets for ADY. Based on these 
standards, an operational performance auditing 
will take place in line with policy action 2.17a, 
once benchmarking and strategies have been 
determined. 
 
An operational gap analysis has been 
undertaken to identify new outsourcing activities. 
Other services that could be considered for 
outsourcing are primary operating data 
processing, terminal management, warehousing 
and logistics, freight marketing and sales, 
telematics for fleet management, rolling stock 
painting, ticketing, headquarters IT services, and 
ancillary services (security, maintenance and 
housekeeping of ADY buildings; employing over 
2,000 staff). The potential cost and benefits of 
these activities are being assessed to define a 
pilot project. 
 
A study has been undertaken to assess the 
feasibility of establishing locomotive and wagon 
maintenance depots in a joint venture with a 
private partner. It showed that all options of a 
joint venture would result in negative financial net 
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operational and human resources 
strategies, etc. 

(ii) A corporate and organizational restructuring 
plan (e.g. unbundling of freight operations, 
passenger operations, depots and rolling 
stock services, and infrastructure and 
holding management services). 

 
1.22 Establishment of human resources and labor 

restructuring commission, and approval of a 
human resources and labor restructuring 
strategy that includes a human resource 
management program and a time-bound, multi-
optional labor rationalization plan (e.g. regular 
retirement, outsourcing of noncore activities, 
retraining program and relocation program), with 
the objective of reducing ADY’s labor force by 
5,000 staff between 2017 and 2020 (from 
21,000 at the beginning of 2017).  

 
1.23 Completion of the following steps of ADY’s 

property commercialization reforms:  
 

(i) property management system is established, 
and all non-performing property-related lease 
agreements are terminated.  

(ii) ADY contracts the services of a professional 
valuation companies. Completion, by ADY, of 
the property inventory (and valuation 
program for selected assets) in the Absheron 
region (over 60% of total ADY properties), 
with full clearance of their legal ownership. 

(iii) ADY’s property department is transformed 
into a specialized subsidiary (ADY Property), 
led by a RICS-certified professional, to 
implement the commercialization and 
privatization plans for noncore assets (in line 
with ADY-approved plans), under a fee-
based service level agreement, formalized 

 
 
 
 
 
 
 
 
2.18 Approval by the Supervisory Board of ADY’s 

business plan, with its executive summary 
disclosed on ADY website. Issuance by the 
change management unit of internal 
quarterly reports on achievement of KPIs 
and implementation of reforms across ADY. 

 
2.19a ADY establishes an electricity 

commercialization unit (or subsidiary) to 
reduce potential commercial leakages.  

 
 
 
 
 
 
 
 
 
2.19b ADY integrates warehousing inventory 

records to reduce instances of wasteful 
procurement. 

 
 
 
 
 
 
 
2.20a ADY’s implementation of the time-bound 

organization and corporate restructuring plan 
remains on track. 

present values, but the losses would be lower 
under a joint venture option than continuing 
business as usual, in which freight and 
passenger departments maintain their own rolling 
stock. The implications of the joint venture being 
a monopoly service provider needs to be 
considered as a potential cost-increasing risk. 
 
A comprehensive business plan has been 
developed, including financial projections and 
ADY’s investment plan which was approved by 
the Order of the Cabinet of Ministers on 12 
March 2019. The executive summary has been 
disclosed on ADY’s website. 
 
ADY has analyzed opportunities to institutionalize 
and commercialize its function as electricity 
supplier, generating a secure and significant flow 
of revenues. These opportunities appeared to be 
very limited. Instead, measures to increase 
electricity efficiency will be more effective, 
reducing ADY’s electricity consumption and 
expenditures. A dedicated unit has been 
established with energy efficiency as primary 
target but will manage any commercialization 
options if found feasible. 
 
ADY has undertaken a complete inventory 
assessment and rationalized its warehouse 
structure, reducing the number of warehouses 
from over 100 to 4 with 1 central new warehouse. 
Inventory balances have been uploaded into the 
ERP-system, including reduction of useless 
goods. ADY’s warehouse and procurement units 
have been merged into one supply chain 
department.  
 
Implementation of the corporate restructuring 
plan, established under ADB’s TA, started in 
October 2018. The new corporate (business unit) 
structure was approved by order of ADY  though an ADY official order.  
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2.20b ADY reduces the number of wagon depots 

and locomotive depots. 
 
 
 
 
 
 
 
2.21a ADY to keep implementation of the time-

bound, multi-optional labor rationalization plan 
according to schedule. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
2.21b ADY implements human resource 

management initiatives (e.g. grading and 
performance-based assessments). 

 
 
 

Chairman on 15 March 2019. This order formally 
established three separate business units 
(passenger services, freight transportation and 
infrastructure) as well as the administrative and 
technical divisions within ADY. Assets were 
formally transferred in line with the new structure 
on 15 April 2019. 
 
ADY reduced the number of wagon depots from 
eight to five, geographically the minimum number 
needed. An inefficiently used refrigerator depot 
was turned into a universal depot. The 
possibilities for further depot reduction and 
options for private sector participation are being 
reviewed. The Alat locomotive depot has been 
assigned the major capital repair depot for ADY. 
 
Total ADY staff decreased from 19,124 on 1 
March 2018 to 15,633 on 1 May 2019, a 
reduction of 3,491. ADY is still overstaffed by 
191. ADY still has 20 months to achieve the final 
target of 15,442 set by December 2020. The 
target will likely be met by the end of 2020. Legal 
compensations were fully paid. Few complaints 
were raised and all were resolved through the 
internal complaint handling mechanism. Fewer 
than 10 cases were brought to the labor tribunal 
by terminated employees on a total reduction to 
2,786 staff, indicating that terminations have 
been done in line with the legal framework. A 
potential 400 additional positions in security may 
become redundant once security services will be 
redesigned. 
 
The traditional compensation scheme has been 
replaced by a performance-based appraisal and 
grading system, including a comprehensive 
training program to meet the changed needs for 
staff skills and capacities. The new schemes and  
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2.21c Commence the implementation of a skills 

development program with at least 30% 
women participation. 

provisions have been applied since 1 January 
2019 on pilot-basis. Development of rules and 
relevant technical documentation is ongoing and 
implementation of the new appraisal system is 
expected by the mid of 2021, aligned with 
calendar-year assessments. 
 
The preparation of the corporate training program 
was completed by 31 October 2018; including the 
development of a dedicated training center (to be 
completed by the end of 2019). About 1,500 staff 
with various functions (technical, finance, IT, etc.) 
has already received a training as part of the 
skills development program, of which 65% were 
women. 
 

 2.22 Completion of the following steps of ADY’s 
property commercialization reforms:  

 
2.22a ADY approves an asset management policy 

(with a full set of guidance instructions) and 
completes the property assets’ inventory (and 
valuation program in selected assets) across 
the country (with full clearance of their legal 
ownership). 

 
2.22b ADY approves and starts implementing a 

time-bound plan for a comprehensive asset 
management strategy, which shall include 
separate formal plans for core (i.e. railways 
administration and operations property) and 
noncore property assets. 

 
2.22c ADY’s supervisory board approves 

commercialization proposals for the noncore 
assets that are not identified for outright sales 
(e.g. stations and warehouses) and initiates 
its implementation. 

 
 
 

 
 
 
ADYs’ asset management policy and strategy 
were formulated and approved by ADY 
management board. Asset management 
specialists supported the establishment of an 
asset management system, including training of 
key staff. Asset inventory has been completed. 
 
The strategy was separated in two parts: (a) a 
railway assets management strategy, including 
the establishment of a working responsible for 
implementation, and (b) the property strategy that 
includes the separation of core and none-core 
assets. 
 
A list of noncore properties with 
commercialization proposals was finalized and 
approved as attachment of property strategy 
(pending establishment of a supervisory board). 
Unlike the reference in the matrix to a 
supervisory board approval, ADY has been given 
full authority to lease or rent ADY assets.  
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2.22d ADY submits to the cabinet a proposal for 
outright sales of noncore assets that are not 
identified for commercialization (e.g. lands 
and old buildings) and initiates its 
implementation (conditional on endorsement). 

Outright sales of 27 noncore assets have been 
submitted to the Cabinet of Ministers and 
relevant state authorities for alignment. No 
objections have been provided by the Ministry of 
Economy and the Ministry of Finance, while State 
Committee on Property Issues claimed that the 
obtained revenues from sales shall be 
transferred to the state budget, referring to 
respective legislation. Consequently, funds from 
privatizing noncore assets cannot finance railway 
investments for the time being, so ADY continues 
to use noncore assets for commercial purposes 
rather than privatizing them. 

ADY = Azerbaijan Railways Closed Joint Stock Company, CFO = chief financial officer, CIS = Commonwealth of Independent States, ERP = enterprise resource 
planning, GPS = global positioning system, IFRS =  International Financial Reporting Standards, IT = information technology, KPI = key performance indicators, 
MIS = Management Information System, PSO = public service obligation, RFID = radio-frequency identification RICS = Royal Institute of Chartered Surveyors, 
SOE = state-owned enterprise, TA = technical assistance. 

 
 



56 
 

 
 

Appendix 2: Terms of Reference for Consulting Services for Engineering and 
Construction Supervision  

 
A. Introduction 
 
1. The Government of Azerbaijan (GOA) has received a loan (Loan) from the Asian 

Development Bank (ADB) for the purposes of financing the Track Rehabilitation of the 
Yalama- Sumgait section of the North South corridor.   

 
2. The Project objective is to improve railways services in Azerbaijan, as well as Azerbaijan 

Railways CJSC (ADY) competitiveness, financial sustainability, operating and cost 
efficiency, and capacity, in particular along the North - South transport corridor (Yalama- 
Sumgait section).   

 
3. The total project cost is estimated at USD 325 million. The Project comprises rehabilitation 

/ renewal of critical assets (track superstructure and substructure) along the North South 
corridor and technical services to support the restructuring of the railways. 

 
4. The works component of the Project will be procured as two Lots comprising: 

 
a) Lot 1 - double electrified track with ballast track superstructure from Sumgait Station 

(Km 2621+000) to Gil-Gil-Chay Station (Km 2538+200), 82.8km 

b) Lot 2 - double electrified track with ballast track superstructure from Gil-Gil-Chay 

Station (Km 2538+200) to Russian border at Yalama (Km 2454+500), 83.7km 

 
5. The works contracts, which will be administered under the FIDIC Conditions of Contract 

for Construction, Multilateral Development Bank Harmonised Edition, June 2010, comprise 
the following: 
 

a) Hydrological analysis and structural investigation of erosion protection works, 

substructure and superstructure for all existing cross drainage structures including 

bridges and major culverts. 

b) Detailed design for repair / rehabilitation / reconstruction / replacement of erosion 

protection works, substructure and superstructure for all existing cross drainage 

structures including of bridges and major culverts. 

c) Undertake repair / rehabilitation / reconstruction / replacement of erosion protection 

works, substructure and superstructure for all existing cross drainage structures 

including of bridges and major culverts. 

d) Topographic survey and ground investigation of the existing track alignment. 

e) Detailed design of track alignment within the ADY Right of Way (RoW) and on existing 

embankment including minor deviations to improve curves. 

f) Detailed design of track sub- and superstructure including track drainage system 

along the railway line within ADY’s   RoW including the connection to discharge 

channels, outfalls, etc. 

g) Detailed design of all new turnouts, locking devices and point machines. 

h) Remove and dispose or store (as instructed by ADY) all existing rail, sleepers, ballast 

and sub-ballast to a depth of 100cm to 110cm (depending on curve radius) from Top 

of Rail (ToR). 
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i) Investigate existing sub-grade and either recompact or dig-out and replace using new 

material. 

j) Construct new and/or rehabilitate existing track drainage system along the railway 

line within ADY’s   RoW including the connection to discharge channels, outfalls, etc.  

k) Reconstruct of main line track (track 1 and 2) using new materials including geotextile, 

sub-ballast, ballast, concrete sleepers, fastening and rail, as ballast superstructure 

with continuous welded rail (CWR). 

l) Supply and installation of new turnouts (incl. locking device and point machines) on 

the main line tracks (track 1 and 2). 

m) Rehabilitation of siding/station tracks (tracks 3 and 4) at selected stations with used 

materials from existing siding/station or main line tracks. 

n) Coordination of interfaces with ADY and other contractors for upgrading works of the   

power supply and catenary system as well as the signalling system. 

o) All works undertaken under continuous train operations. 

 

B. Objectives 
 
6. The main objective of the Assignment is to assist ADY and Program Management Office 

(PMO) in: 
 

a) Establish the schedule, methods, and procedures for reviewing the detailed design 

prepared by Contractors. Ensuring that the technical specifications have been duly 

accounted for in the detailed engineering design and construction drawings;  

b) Function as the ‘Engineer’ in administering the Works contract (the Contract); and 

c) Provide day to day supervision of works including certifying quality and quantity of 

work completed.  

 
C. Scope of Works and Main activities 
 
7. Contract Administration and Construction Supervision: 

General 

a) The consultant will administer the Works contracts and supervise the day-to-day civil 

works on site following construction supervision procedures based on sound 

international practices to: (i) ensure that the Works are designed and constructed in 

accordance with the provisions of the contract; (ii) monitor the completion of the Works 

within the agreed programme and budget and to the quality standards and safeguard 

provisions stipulated in the Contract; (iii) monitor compliance with the safeguard 

requirements and ensure that adequate mitigation measures have been taken during 

the implementation of the Project; (iv) maintain communication with local communities 

and help identify and resolve emerging issues and complaints; and (v) advise the ADY 

on matters concerning implementation of the Project. 

b) The consultant will be required to nominate a Representative who will be resident full-

time in the project area. 

c) The consultant shall operate a quality system that governs their own activities. The 

Quality Plan shall comply with the latest practices published by the International 
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Standards Organisation (ISO). Within one month of the commencement of the 

services, the Consultant shall submit a draft Quality Plan covering their various duties 

to be undertaken during the design review and the supervision of the civil works 

contract. The consultant shall amend the draft Quality Plan to such extent as is 

mutually agreed with the ADY. The consultant shall work throughout the duration of 

the commission to the procedures and requirements of the Quality Plan. 

Construction Supervision 

d) The consultant, as the Engineer, shall be responsible to carry out all the tasks as 

required under the General Conditions of Contract (FIDIC Conditions of Contract for 

Construction, Multilateral Development Bank Harmonised Edition, June 2010). The 

responsibilities of the Engineer shall include, but not be limited to, the following tasks: 

i. Liaise with the appropriate authorities to ensure that all the affected utility 

services are promptly relocated to avoid any disruption to the works; 

ii. Ensure that the Contractor has submitted all the required bank guarantees 

(performance securities, advance payment guarantee and guarantee for 

release of retention money, if any) and insurance policies required in 

accordance with the Contract; 

iii. Examine the Contractor’s work programme (or the revised work programme) 

and accord the approval to the Contractor to carry out the works. Wherever 

required, facilitate the reaching of agreement between the Employer and the 

Contractor regarding the work programme and ensure that the construction 

works are carried out in accordance with the agreed work programme. The 

Engineer will keep the Employer informed of any delay or potential delays in the 

work schedule of the Contract, and will take all necessary actions to prevent 

potential delays; 

iv. Ensure all construction equipment is mobilised by the Contractor in accordance 

with the work programme and inspect the Contractor’s equipment; 

v. Review detailed designs prepared and submitted by the Contractor, including 

but not limited to reports on surveys and investigations, design reports, technical 

specifications and drawings, and submit to ADY with comments and 

recommendations;  

vi. Inspect and approve all material suppliers and sources proposed by the 

Contractor including, but not limited to, those for cement, aggregates, 

reinforcing steel, ballast, sub-ballast, sleepers, fastenings, rail, turnouts, 

insulated rail joints (IRJs), setting and locking devices for turnouts and point 

machines, and welding; 

vii. Review and approve all works methods proposed by the Contractor including, 

but not limited to, those for tamping, distressing, welding (CWR); 

viii. Inspect the results and tests to ensure compliance with specifications and issue 

immediate notice to the Contractor in the event that such materials and works 

fail to comply with the specifications; 

ix. Maintain records of all testing work, including cross-referencing of items of work 

to which each test refers and location from which any samples were obtained 

for testing; 

x. Supervise the Contractor in all matters concerning safety of workers and the 

public, and the care of works including provision of necessary personal 
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protective equipment, track possession management, lights, guardrails, fencing 

and security. The consultant shall establish written procedures for monitoring 

and reporting on safety; 

xi. Regularly monitor and inspect the Contractor’s quality control and assurance 

programme to ensure that quality of the finished works meet the Contract 

standards and specifications. This includes regular checking of the materials 

and equipment testing programme; 

xii. Carry out regular audits of the Contractor’s and subcontractors’ quality systems 

to ascertain that the requirements of the systems and the ADY’s quality 

objectives are being met. The quality audits shall be done at least once every 

six months. The consultant shall report all non-conformities to the ADY after 

each audit and explain what actions shall be taken by the contractor to rectify 

each non-conformity. 

xiii. Assess and check the laboratory and field tests carried out by the contractor, 

and carry out independent tests using the laboratory to be provided by the 

Contractor or any other prominent laboratory acceptable to the Employer; 

xiv. Prepare the non-conformity reports and propose rectification work or solution;  

xv. Monitor progress of the construction works through computer-aided project 

management techniques; 

xvi. Convene regular site meetings with the Contractor to discuss issues and 

problems affecting the progress, and brief the Employer; 

xvii. Coordinate with the relevant local government authorities/agencies so as to 

minimize disruption to the works programme; 

xviii. Review and comment on the monthly progress reports submitted by the 

Contractor detailing the work undertaken during the previous month, the 

progress of the work against the approved schedule, the problems and 

difficulties encountered by the Contractor and other issues requested by the 

Employer; 

xix. Assist the ADY in processing the Contractor’s application for subcontracting 

parts of the works, and removing ambiguities and the contract documents, if 

any. 

xx. Measure the completed works and keep detailed records, including 

measurement books; 

xxi. Maintain permanent record which shall include, but not be limited to, site 

correspondences, survey data, work programme, material testing results, 

quality acceptance data, daily site diaries, records of plant, labour and materials 

used, measurement and certification, minutes of meetings, and records of all 

the data / reports / certificates / statements, etc., under the Contract.  

xxii. This permanent record shall be handed over to the ADY after the expiry of the 

consultancy contract;  

xxiii. Prepare quarterly cash flow projections for the Employer in an acceptable 

format, in which cash flow should identify budget estimates for all outstanding 

works; 

xxiv. Develop detailed payment measurement and assessment methodology and 

ensure its compliance by the Contractors; 

xxv. Measure the work and certify the interim and final payment certificates for 

submission to the Employer; 
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xxvi. Assess and make necessary recommendations to the ADY on the Contractor’s 

applications for extension of time for completion, claims for additional payment, 

contract variations, changes in scope of work, any disputes, etc.; 

xxvii. Review all claims submitted by the Contractor and provide advice to the 

Employer of the validity of the claim, the effect of such claim on the construction 

schedule and the cost of the project; 

xxviii. Advise and assist the Employer with respect to arbitration or litigation relating 

to the works, whenever required; 

xxix. Issue taking over certificates in respect of satisfactory completion of the works 

in accordance with the contract provisions; 

xxx. At the completion of the works, verify the Contractor’s “as-built drawings” as a 

true record of the works as constructed and ensure that the works have been 

executed in accordance with all the provisions contained in the Contract 

including those relating to the standards of workmanship, safety requirements, 

and compliance with safeguard requirements; 

xxxi. Undertake environmental monitoring to ensure that the construction methods 

proposed by the Contractor for carrying out the works are satisfactory, with 

particular references to the technical requirements of sound environmental 

standards. 

xxxii. Ensure that the construction works are undertaken based on the environmental 

management plans to mitigate the environmental issues as detailed in the 

Environmental Impact Assessment (EIA) and/or the Initial Environmental 

Examination (IEE).  

xxxiii. Ensure that no child labour is used for the construction works or any other 

activities associated with the project; 

xxxiv. Ensure opportunities for skilled female labour are facilitated and made available; 

xxxv. Monitor the implementation of the health and safety programme at camp site 

including the information and education campaign on sexually-transmitted 

diseases and HIV/AIDS (human immunodeficiency virus/acquired 

immunodeficiency syndrome) shall be dealt in a gender-sensitive manner as 

required under the civil works contract; 

xxxvi. Any correspondence, payment documents, claims submitted to the Consultant 

shall be reviewed with respect to the work program and contract specifications 

and responded to within 1 (one) week. All instructions issued by Consultant shall 

be in written form; verbal instructions issued for the expediency required at site 

shall be confirmed in writing within 7 (seven) days. 

 

Safeguard Compliance under Civil Works Contract: 

e) The construction supervision consultant (CSC) is tasked with specific responsibility to 

assist PMO in ensuring safeguard compliance of civil works. CSC will hire International 

and National Environmental Specialists. The specialists shall: 

i. continually monitor the Contractors' mitigation measures in accordance with the 

EMP through weekly site inspections of the Contractors for both ADB- and ADY-

funded activities; 

ii. advise and endorse Contractors' site-specific EMPs (SEMPs) before 

submission to PMO for approval prior to commencement of physical works; 
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iii. preparing a section on Environment, Health and Safety (EHS) in the monthly 

and quarterly project progress reports; 

iv. assist PMO in updating IEE/EMP as necessary, including collection of additional 

baseline data as specified in the original IEE prior to commencing construction 

works; 

v. assist PMO in preparing semi-annual environmental monitoring reports;  

vi. provides a short training program on EHS to the PMO safeguard staff and 

Contractors' Environment officers; 

vii. conduct post-construction audit during the liability period to check compliance 

with EMP requirements completed construction and work bases. Based on post-

construction audits results, assist PMO in preparing final Environmental 

Monitoring Report to demonstrate that the project has been properly completed 

in full compliance with SPS and loan covenants; 

viii. conduct assessment of the existing section Baku-Sumgayit and anticipated 

safety situation to the general public including children, facing the increased 

train frequencies and speeds of the future rail traffic;  

ix. provide recommendation to the ADY on development of practical 

countermeasures against the issues found in the assessment to plan future 

railway developments; and   

x. prepare and conduct training of staff, railway operators and local communities, 

including the sharing international experience. The requirement for the training 

is set as follows: 

(i) Consultant shall include an outline of their specific training program in their 
technical proposal. 

(ii) Scope of trainings – H&S, social, environmental and resettlement. 
(iii) Persons to be trained.  

• PMO – 2 trainings for 3 persons (1 day) – all logistics will be provided by 
the PMO. 

• Contractor – Regularly trainings should be conducted in accordance with 
capacity of contractor’s employees – all logistics will be provided by the 
Contractor. 

• ADY operations staff – 1 training for 15 persons (3 days) – all logistics 
will be provided by ADY. 

• Other stakeholders – 1 training for 15 persons (1 day) – all logistics will 
be provided by the Contractor. 

 

Resettlement 

f) Consultant will also be responsible by means of international and national safeguard 
specialists in its team to prepare an updated final resettlement plan based on the 
preliminary Resettlement Plan and LARP.  

g) Assist PMO in preparing semi-annual social safeguard monitoring reports;  
h)  Ensure the Contractors' social safeguard related measures are in accordance with the 

LARP and SPS principles and requirements; 
i)  Establish and ensure functioning of the project related Grievance Redress Mechanism, 

and assist PMO in management of grievances. 
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Interface management between various civil works and supply & installation activities 

j) The Consultant will be responsible for coordination, supervision and management of all 
interfaces between construction of track rehabilitation works, supply and installation of 
power supply system, including substations and catenary lines, and signalling systems 
along Yalama- Sumgait corridor, which are expected to be implemented by different 
contractors and suppliers. To this end, the Consultant will make sure proper mechanisms 
are established and resources are allocated within its team for effective and efficient 
coordination and implementation of this task. Tasks related to interface management will 
include but not limited to: 

 
i. coordinate, supervise and manage the interfaces during final design works 

under various contracts (upgrade of power supply, signalling and 

telecommunications systems and etc.) implemented along the route; 

ii. coordinate and supervise testing and commissioning of works and installations 

under the contracts along this route;  

iii. organize and coordinate weekly interface meetings with contractors and 

suppliers;  

iv. assist in preparation and keep up-to-date all required documentation related to 

the interface management between various packages;  

v. prepare and maintain the interface management plan using a computerized 

system, coordinate and keep it up-to-date, and train the ADY's staff on how to 

operate and maintain such plan;  

vi. review and approve technical specifications of identified interfaces;  

vii. review and approve interface charts, detailed integration schedules between 

construction and installation packages; 

viii. make sure all interface documents are updated accordingly after each interface 

meetings; 

ix. any other tasks required.  

 

D. Deliverables/Expected outputs  
 
The reporting requirements are as follows: 
 
8. The consultant shall provide the ADY with reports in three hard copies in both English and 

Azeri. The consultant shall provide ADB with reports in two hard copies in English. All 
documents shall also be provided in electronic formats agreed with the ADY. As a minimum 
this will require one electronic copy in an appropriate editable format and a second copy in 
Portable Document Format (PDF). All correspondence and reports to ADY shall be in both 
English and Azeri languages. The consultant will prepare and submit the following reports: 

a. Inception report within one month of Effectiveness of Contract for Supervision; 
b. Monthly reports, to be submitted within 10 days of the end of each month, to include 

progress monitoring, quality assurance/quality control, schedules of contract 
payments and variation orders, graphical representations of progress against 
programme based on the approved contract schedules, charts of physical progress 
on major items, status of any delays, contractual claims, relevant photographs, 
details of all financial projections and details of impediments to the works and 
proposals for overcoming them, progress under environmental and interface 
management tasks; 
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c. Reporting to ADY on Contractors’ detailed designs. 
d. Annual appraisal reports covering all aspects such as progress monitoring, quality 

assurance/quality control, status of any delays, contractual claims, and details of 
all financial projections, to be submitted within 14 days of the end of each year; 

e. Draft project completion report, in ADB's format, to be submitted to ADY for 
completion and onwards transmission to the ADB, within 3 months of completion of 
the civil works. 

f. Final project completion report to be submitted to ADY, within 14 days after 
receiving comments from ADY on draft project completion report. 
 

E. Duration of the assignment: 
 
9. The duration of the assignment is 42 months and Defect Liability period of 12 months. It is 

expected that the assignment will start in April, 2019. Proposed project schedules should 
reflect the need for significant early commitment of resources in the first six months in the 
project, with a need to sustain additional significant inputs in later stages to monitor product 
delivery.  The Consultant is expected to be based in Azerbaijan full-time for the duration of 
the works contracts to supervise, monitor, and report on works deliverables and related to 
interfaces to the existing power system, power system conversion, existing and planned 
signalling system, as well as AC locomotives. 

 
F. Project team: 
 
The timing of inputs will be agreed with the Client before each staff member is mobilised. 
 
10. The project team shall be comprised, as a minimum, of the following: 
 

 Expertise Input (months) 

A. International Consultants (Key-experts)  

1 Team Leader/Railway specialist 46.35 

2 Senior Track Rehabilitation Specialist 36.29 

3 Track Rehabilitation Specialist (Track and Turnouts) 4.29 

3a Structural Bridge Engineer 32 

4 Interface Management Specialist 30.23 

5 Railway Electrification Specialist 4 

6 Material Engineer 36.26 

7 Senior Structural/Bridge  Engineer  18.34 

8 Geotechnical Engineer 6.08 

9 Railway Signalling Specialist 4 
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 Expertise Input (months) 

10 Contract Specialist 14 

11  Safeguard Specialist 7.10 

12 QA Specialist 7 

 Subtotal (A) 245.94 

B. National Consultants (Key experts)  

13 Track Rehabilitation Specialist – 1 42 

14 Track Rehabilitation Specialist – 2 42 

15 Material Engineer – 1 42 

16 Material Engineer – 2  42 

17 Structural/Bridge Engineer 42 

18 Safeguard Specialist  42 

19 Surveyor-1  42 

20 Surveyor-2  42 

21 Quantity Surveyor  42 

 Subtotal (B) 378 

C Support staff (non-key experts) and other expenses   

23 Inspectors 4, Office staff, including at least two translators 
(English-Azeri-Russian and vice versa) 

378 

 TOTAL (A+B+C) 1001.94 

 
Tasks to be performed by the key experts and their qualifications. 
 
Position 1. Team Leader/Railway specialist  
 
Tasks to be performed will include, but not be limited to, those shown below: 
 

• Coordinate closely with the PMO in the performance of the services;  

• Coordinate and ensure timely and quality implementation all the responsibilities and 

tasks in scope of services;  

• Review the detailed designs prepared by the Contractors to determine its technical 

and operational soundness and implement ability;  
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• Assist the Employer/PMO and be responsible in all aspects of contract/project 

management up to the stage of completion and hand over of works to the Employer; 

• Coordinate with all those involved in the ongoing work of electrification and ensure 

compatibility of designs and facilities and interfacing for efficient and economic 

operations on the railway route; 

• Develop progress and specific reports and presentation in required sequence and 

quality; 

• If assigned by the Employer, act as the Engineer as required under the General 

Conditions of Contract and be responsible for this task;  

• Take all necessary actions, including assigning of functions to other specialists in the 

team, for satisfactory performance of services under this TOR and under the 

consulting services contract; 

• Perform all other tasks and duties assigned under the Contract for successful 

implementation of the assignment, as well as those, which may be requested by the 

Employer/PMO; 

Key qualifications 
 

• Bachelor’s Degree or equivalent in engineering;  

• Preferably with advance training in the fields contract management and interface 
management; 

• Knowledge of FIDIC Conditions of Contract for Construction, Multilateral 
Development Bank Harmonised Edition, June 2010, is an advantage; 

• Preferably with 15 years of international experience in similar roles and functions, of 
which about 5 years in similar railway systems; 

• Advanced reporting and presentation skills; 

• Work experience in Eastern Europe and Central Asia Region is an advantage;  

• Good English language skill is required. 
 
Position 2. Senior Track Rehabilitation Specialist 
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team Leader 
on all tasks assigned under the Contract; 

• Be responsible for implementation/coordination of day-to-day supervision of all civil 
works packages under the Project;  

• Review/contribute on the monthly supervision reports regarding the status of the works 
implemented under civil works contracts;  

• Assist/contribute to the interface management tasks and participate in the interface 
meetings;  

• Ensure proper preparation and execution of all necessary design reviews, and review 
and comment on design changes, if any, throughout the project cycle; 

• Assist and/or be responsible for the review of any contract documents, including 
specifications and requirements, invoices, variation and change orders and 
amendments, other requests and other documents submitted by the Contractors etc; 

• Assist/review and prepare various presentations on all related aspects of the project 
and other matters as may be required to be presented to the Project beneficiaries;  
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• Assist Employer and provide recommendations in all issues related to track 
rehabilitation and related components of the Project;  

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY;  

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY.  
 

Key qualifications 
 

• Bachelor’s Degree or equivalent in engineering; 

• Preferably with 15 years of international experience in similar roles and functions, of 
which about 5 years in similar railway systems, such as heavy rail tracks etc;  

• Work experience in Eastern Europe and Central Asia Region is an advantage;  

• Good English language skill is required.  

• Knowledge and skills in site supervision, contract management, testing and quality 
assurance of materials and works related to track rehabilitation will be an advantage;  

 
Position 3. Track Rehabilitation Specialist (Track and Turnouts) 
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team Leader 
on all tasks assigned under the Contract; 

• Be responsible for implementation of day-to-day supervision of all assigned civil works 
packages under the Project, but with emphasis to turnouts;  

• Review/contribute on the monthly supervision reports regarding the status of the works 
implemented under civil works contracts;  

• Assist/contribute to the interface management tasks and participate in the interface 
meetings;  

• Ensure proper preparation and execution of all necessary design reviews, and review 
and comment on design changes, if any, throughout the project cycle; 

• Assist and/or be responsible for the review of any contract documents, including 
specifications and requirements, invoices, variation and change orders and 
amendments, other requests and other documents submitted by Contractors etc; 

• Assist/review and prepare various presentations on all related aspects of the project 
and other matters as may be required to be presented to the Project beneficiaries;  

• Assist Employer and provide recommendations in all issues related to track 
rehabilitation and related components of the Project;  

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY;  

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY. 

 
 
Key qualifications 

 

• Bachelor’s Degree or equivalent in engineering; 

• Preferably with 15 years of international experience in similar roles and functions, of 
which about 5 years in similar railway systems, such as heavy rail tracks etc;  

• Work experience in Eastern Europe and Central Asia Region is an advantage;  



   

 

67 

• Good English language skill is required;  

• Experience of track rehabilitation, and in particular turnouts, is required; 

• Knowledge and skills in site supervision, contract management, testing and quality 
assurance of materials and works related to track rehabilitation will be an advantage. 

 
 
Position 3a. Structural/Bridge Engineer 
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team 
Leader and Senior Structural/Bridge Engineer on all tasks assigned under the 
Contract; 

• Review of detailed engineering design; 

• Review of construction drawings; 

• Supervision of structural work and Quality assurance; 

• Review of Contractor's construction methodology; 

• Construction management and review of contractor's schedule, as well as site 
recording; 

• Review and comment on design changes, if any, which might relate to the interfacing 
works throughout the project cycle; 

• Review/contribute on the monthly supervision reports regarding the status of the 
works implemented under civil works contracts; 

• Participate in the interface meetings, as may be required; 

• Assist and/or be responsible for the review of any contract documents, including 
specifications and requirements, invoices, variation and change orders and 
amendments, other requests and other documents submitted by Civil Works 
Contractors etc; 

• Assist/review and prepare various presentations on all related aspects of the project 
and other matters as may be required to be presented to the Project beneficiaries; 

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY; 

• Perform all other functions as assigned under the Contract and by the Team Leader 
and Senior Structural/Bridge Engineer, as well as tasks and duties as may be 
requested by the ADY. 

 
Key qualifications 
 

• Bachelor’s Degree or equivalent in structural/bridge engineering; 

• Preferably with 15 years of international experience of which about 5 years in railway 
construction and/or rehabilitation projects, involving railway bridges and drainage 
structures; 

• Work experience in Eastern Europe and Central Asia Region is an advantage; 

• Good English language skill is required. 

• Knowledge and skills in design and site supervision, contract management, testing 
and quality assurance of materials and works related to railway bridges will be an 
advantage. 

 
Position 4. Interface Management Specialist 
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Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team 
Leader on all tasks assigned under the Contract; 

• Provide oversight of design completion and compliance for the Works and/or 
Element(s), including ensuring all boundaries, interfaces and systems are integrated 
and coordinated between interfacing contracts; 

• Provide resolution of arising technical issues;  

• Coordinate and supervise testing and commissioning of works and installations under 
the civil works contracts; 

• Organize and coordinate weekly interface meetings with contractors and suppliers; 

• Assist in preparation and keep up-to-date all required documentation related to the 
interface management between various packages; 

• Prepare and maintain the interface management plan using a computerized system, 
coordinate and keep it up-to-date, and train the ADY's staff on how to operate and 
maintain such plan; 

• Review and approve technical specifications of identified interfaces; 

• Review and approve interface charts, detailed integration schedules between 
construction and installation packages; 

• Make sure all interface documents are updated accordingly after each interface 
meetings; 

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY;  

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY. 
 

Key qualifications 
 

• University degree or equivalent in a relevant discipline; 

• Preferably with advance training in the fields of interface management; 

• Preferably with 15 years of international experience in similar roles and functions, of 
which about 5 years in similar railway systems;  

• Work experience in Eastern Europe and Central Asia Region is an advantage; 

• Good English language skill is required.  
 
 

Position 5. Railway Electrification Specialist  
 
Tasks to be performed will be as below but not limited to: 

 

• Work closely with relevant staff in the consultant's team and report to the Team 
Leader on all tasks assigned under the Contract; 

• Review and check documents and solutions, produced under civil works packages 
which might relate to electrification issues;  

• Review/contribute on the monthly supervision reports regarding the status of the 
works implemented under civil works contracts;  

• Review and comment on design changes, if any, which might relate to the power 
supply throughout the project cycle; 

• Participate in the interface meetings, as may be required;  
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• Assist and/or be responsible for the review of any contract documents, including 
specifications and requirements, invoices, variation and change orders and 
amendments, other requests and other documents submitted by Civil Works 
Contractors etc; 

• Assist/review and prepare various presentations on all related aspects of the project 
and other matters as may be required to be presented to the Project beneficiaries; 

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY;  

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY.  
 

Key qualifications  
 

• Bachelor’s Degree or equivalent in engineering or related area; 

• Preferably with 15 years of international experience in similar roles and functions, of 
which about 5 years in similar railway systems;  

• Work experience in Eastern Europe and Central Asia Region is an advantage;  

• Good English language skill is required.  

• Knowledge and skills in site supervision, contract management, testing and quality 
assurance of materials and works related to railway electrification will be an 
advantage.  

 
Position 6. Materials Engineer 
 
Tasks to be performed will be as below but not limited to: 
 

• Materials Engineer will be responsible for monitoring the quality of work produced and 
materials supplied by the contractor at all stages from procurement through to 
commissioning in accordance with the contract and maintaining standards of delivery 
and quality stipulated in the contract; 

• Work closely with other members of the site supervision team and report to the Team 
Leader;  

• Be responsible for the quality assurance procedures and the materials inspection and 
testing procedures; 

• Participate in the interface meetings, as may be required; 

• Review and approve the contractor's quality plans; 

• Review and approve the contractor's materials submissions; 

• Identify non-conforming work and/or materials, maintain records and follow up that 
corrective action is taken by the contractor and close out each issue; 

• Review all materials test results; 

• Review/contribute on the monthly supervision reports regarding the status of the works 
implemented under civil works contracts; 

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY;  

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY. 

 
Key qualifications 
 

• Bachelor’s Degree or equivalent in a related area; 
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• Preferably with 15 years of international experience in similar roles and functions, of 
which about 5 years in similar railway systems;  

• Work experience in Eastern Europe and Central Asia Region is an advantage;  

• Good English language skill is required.  

• Chartered status will be an advantage.  
 

Position 7. Senior Structural/Bridge Engineer 
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team 
Leader on all tasks assigned under the Contract; 

• Review of detailed engineering design; 

• Review of construction drawings; 

• Supervision of structural work and Quality assurance; 

• Review of Contractor's construction methodology; 

• Construction management and review of contractor's schedule, as well as site 
recording; 

• Review and comment on design changes, if any, which might relate to the interfacing 
works throughout the project cycle; 

• Review/contribute on the monthly supervision reports regarding the status of the 
works implemented under civil works contracts; 

• Participate in the interface meetings, as may be required; 

• Assist and/or be responsible for the review of any contract documents, including 
specifications and requirements, invoices, variation and change orders and 
amendments, other requests and other documents submitted by Civil Works 
Contractors etc; 

• Assist/review and prepare various presentations on all related aspects of the project 
and other matters as may be required to be presented to the Project beneficiaries; 

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY; 

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY. 

 
Key qualifications 
 

• Bachelor’s Degree or equivalent in structural/bridge engineering; 

• Preferably with 15 years of international experience of which about 5 years in railway 
construction and/or rehabilitation projects, involving railway bridges and drainage 
structures; 

• Work experience in Eastern Europe and Central Asia Region is an advantage; 

• Good English language skill is required. 

• Knowledge and skills in design and site supervision, contract management, testing 
and quality assurance of materials and works related to railway bridges will be an 
advantage. 
 

Position 8. Geotechnical Engineer 
 
Tasks to be performed will be as below but not limited to: 
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• Work closely with relevant staff in the consultant's team and report to the Team 
Leader on all tasks assigned under the Contract; 

• Review of detailed engineering design; 

• Review of construction drawings; 

• Review and assessment of Contractor’s geotechnical investigation with regards to 
track and all civil structures, including  pedestrian overpasses, level crossings, 
bridges, culverts and pipe crossings, and other locations as required; 

• Review of Contractor's geotechnical investigation methodology; 

• Design management and review of contractor's schedule;  

• Review and comment on design changes, if any; 

• Review/contribute on the monthly supervision reports regarding the status of the 
investigations implemented under civil works contracts; 

• Participate in the interface meetings, as may be required; 

• Assist and/or be responsible for the review of specifications and requirements, 
invoices, variation and change orders and amendments, other requests and other 
documents submitted by Civil Works Contractors etc; 

• Assist/review and prepare various presentations on all related aspects of the project 
and other matters as may be required to be presented to the Project beneficiaries; 

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY; 

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY. 

 
Key qualifications 
 

• Bachelor’s Degree or equivalent in civil engineering, preferably geotechnical 
engineering; 

• Preferably with 15 years of international experience of which about 5 years in railway 
projects as geotechnical engineer; 

• Work experience in Eastern Europe and Central Asia Region is an advantage; 

• Good English language skill is required. 

• Knowledge and skills in geotechnical assessment, investigation and design. 
 

Position 9. Railway Signalling Specialist 
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team 
Leader on all tasks assigned under the Contract; 

• Review and check documents and solutions, produced under civil works packages 
which might relate to signalling issues;  

• Review/contribute on the monthly supervision reports regarding the status of the 
works implemented under civil works contracts;  

• Review and comment on design changes, if any, which might relate to the signalling 
throughout the project cycle; 

• Participate in the interface meetings, as may be required;  

• Assist and/or be responsible for the review of any contract documents, including 
specifications and requirements, invoices, variation and change orders and 
amendments, other requests and other documents submitted by Civil Works 
Contractors etc; 
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• Assist/review and prepare various presentations on all related aspects of the project 
and other matters as may be required to be presented to the Project beneficiaries; 

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY;  

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY.  

 
Key qualifications 
 

• Bachelor’s Degree or equivalent in engineering or related area; 

• Preferably with 15 years of international experience in similar roles and functions, of 
which about 5 years in similar railway systems;  

• Work experience in Eastern Europe and Central Asia Region is an advantage;  

• Good English language skill is required.  

• Knowledge and skills in site supervision, contract management, testing and quality 
assurance of materials and works related to signalling will be an advantage; 

 
Position 10. Contract Specialist 
 
Tasks to be performed will be as below but not limited to: 

 

• Work closely with relevant staff in the consultant's team and report to the Team 
Leader on all tasks assigned under the Contract; 

• Monitor and evaluate contractors' performance for compliance with terms and 
conditions of contracts and ensure timely submission of technical progress reports 
and performance metrics; 

• Participate in the interface meetings, as may be required;  

• Review of any contract documents, including specifications and requirements, 
invoices, variation and change orders and amendments, other requests and other 
documents submitted by Civil Works Contractors; 

• Be responsible for preparation of various kind of agreements, including MOUs and/or 
contract amendments related to all works and goods packages under the Project;   

• Assist/review and prepare various presentations on all related aspects of the project 
and other matters as may be required to be presented to the Project beneficiaries; 

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY;  

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY. 

 
Key qualifications  
 

• PMP and Higher degree of qualification is preferred;  

• Preferably with 15 years of international experience in similar roles and functions, of 
which about 5 years in contracting;  

• Strong skills, knowledge and experience in post-award contract management will be 
an advantage;  

• Work experience in Eastern Europe and Central Asia Region is an advantage;  

• Good English language skill is required.  

• Knowledge of FIDIC Conditions of Contract for Construction, Multilateral 
Development Bank Harmonised Edition, June 2010, is an advantage.  
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Position 11. Safeguard Specialist 
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team 
Leader on all tasks assigned under the Contract; 

• Implement all required duties under the task titled "Safeguard Compliance under Civil 
Works Contract" and "Resettlement" of these Terms of Reference; 

• Participate in the interface meetings, as may be required; 

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY;  

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY. 

 
Key qualifications  
 

• Bachelor’s Degree or equivalent in a related area; 

• Preferably 15 years of international experience in similar roles and functions, of which 
about 5 years implementing environmental assessments and compliance monitoring 
for construction contracts; 

• Work experience in Eastern Europe and Central Asia Region is an advantage;  

• Good English language skill is required.  

• Knowledge in safeguard procedures under MDB financed financing facilities is 
advantage.  
 

Position 12. QA Specialist 
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team Leader 
on all tasks assigned under the Contract; 

• Ensure that relevant quality assurance mechanisms and standards are in place and 
maintained for successful implementation of the assignment; 

• Review the implementation and efficiency of quality and inspection systems; 

• Contribute to the work of relevant team members in planning, conducting and 
monitoring testing and inspection of materials; 

• Document internal audits and other quality assurance activities; 

• Monitor risk management activities; 

• Responsible for document management systems; 

• Ensure ongoing compliance with quality regulatory requirements as required under civil 
works contract packages; 

• Review and comment various documents, including reports and concepts as may be 
requested by the ADY;  

• Perform all other functions as assigned under the Contract and by the Team Leader, 
as well as tasks and duties as may be requested by the ADY. 

 
Key qualifications 
 

• Bachelor’s Degree or equivalent in a related area; 
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• Preferably with 15 years of international experience similar roles and functions, of 
which about 5 years in quality assurance for railway projects;  

• Work experience in Eastern Europe and Central Asia Region is an advantage;  

• Good English language skill is required.  

• Sound knowledge in testing and quality assurance of materials and works related to 
track rehabilitation will be an advantage; 

Key experts' qualifications (National) shall be as follows:  
 
Positions 13 & 14 Track rehabilitation specialists 
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team Leader 
on all tasks assigned under the Contract; 

• Be responsible for implementation of day-to-day supervision of all assigned civil works 
packages under the Project;  

• Participate in the interface meetings; 

• Prepare relevant reports and perform all other functions as assigned under the Contract 
and by the Team Leader;  

Key qualifications  
 

• Degree in civil engineering. 

• Preferably three (3) years of similar experience performing similar functions.  

• Skills in English language are advantage;   
 
Positions 15 & 16. Material Engineers  
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team Leader 
on all tasks assigned under the Contract; 

• Be responsible for implementation of day-to-day supervision of all assigned civil works 
packages under the Project;  

• Participate in the interface meetings; 

• Prepare relevant reports and perform all other functions as assigned under the 
Contract and by the Team Leader; 
 

Key qualifications 
 

• Degree in civil engineering or related area. 

• Preferably three (3) years of similar experience performing similar functions.  

• Skills in English language are advantage; 
 

Position 17: Structural/Bridge Engineer 
  
Tasks to be performed will be as below but not limited to: 
  

• Work closely with relevant staff in the consultant's team and report to the Team Leader 
on all tasks assigned under the Contract; 
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• Be responsible for implementation of day-to-day supervision of all assigned civil works 
packages under the Project; 

• Participate in the interface meetings; 

• Prepare relevant reports and perform all other functions as assigned under the Contract 
and by the Team Leader; 
  

Key qualifications 
  

• Degree in civil engineering. 

• Preferably three (3) years of similar experience performing similar functions. 

• Skills in English language are advantage;  
 

Position 18. Safeguard Specialist 
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team Leader 
on all tasks assigned under the Contract; 

• Implement all required duties under the task titled "Safeguard Compliance under Civil 
Works Contract" and "Resettlement" of these Terms of Reference; 

• Participate in the interface meetings, as may be required; 

• Verify the compliance with safeguard measures and monitor their progress towards 
intended outcomes; 

• To ensure effective functioning of the project specific Grievance Redress Mechanism 
by timely monitoring of registration, resolution, feedback provision and reporting of 
complaints; 

• To ensure public consultations are handled as per requirements of the project’s 
safeguard documents;  

• Prepare relevant reports and perform all other functions as assigned under the Contract 
and by the Team Leader; 

 
Key qualifications  

• Degree in environmental science or related field.  

• Preferably three (3) years of similar experience performing similar functions.  

• Skills in English language are advantage; 
 

Positions 19 & 20. Surveyors  
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team Leader 
on all tasks assigned under the Contract; 

• Survey Planning and Implementation; 

• Carry out setting out activity in accordance with design drawings and scheme plans; 

• Participate in the interface meetings, as may be required; 

• Prepare relevant reports and perform all other functions as assigned under the Contract 
and by the Team Leader; 
 

Key qualifications  

• Degree or relevant level certificate in a related field.  
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• Preferably three (3) years of similar experience performing similar functions.  

• Skills in English language are advantage.   
 
Positions 21. Quantity Surveyor  
 
Tasks to be performed will be as below but not limited to: 
 

• Work closely with relevant staff in the consultant's team and report to the Team Leader 
on all tasks assigned under the Contract; 

• Calculate and check quantities of work executed as submitted by the Contractor as a 

transmittal; 

• Prepare cost estimate of the additional works as required;  

• Keep record of quantities of materials at site;  

• Verify BoQ; 

• Checking Contractor`s IPC; 

• Verification of Claims/VO; 

• Monitor progress of works in respect of Contractors work Programme; 

• Participate in the interface meetings, as may be required; 

• Prepare relevant reports and perform all other functions as assigned under the Contract 
and by the Team Leader; 
 

Key qualifications  

• Degree or relevant level certificate in a related field.  

• Preferably three (3) years of similar experience performing similar functions.  

• Skills in English language are advantage.   
G. Facilities provided by the Client 
 
The Client will provide: 

a. access to railway property, offices, working installations and facilities; 
b. access to all requested and available documents, relevant consultancy reports,  
c. assistance in accessing government departments, customers, other public sector 

companies involved or having interest in the project. 
 

Facilities provided by Contractors under civil works contracts 
a. Site Offices, including buildings, maintenance and insurance, utilities, furniture 

and air-conditioning, computers, printers, scanners and photocopies; 
b. 9 vehicles including drivers, maintenance and fuel; 
c. Laboratory facilities to carry out laboratory tests;  
d. Accommodation local to the Site appropriate to the number of supervision staff 

including maintenance, insurance and utilities;  
 

No other facilities, equipment, logistical support, or other things will be provided during the 
services.  
The consultant shall therefore be responsible for all costs associated with: 

a. Office stationary and consumables, including printing consumables; 
b. Telephone, fax and internet hardware, installation and usage costs; 
c. Personal Safety Equipment; 
d. Codes and Standards; 
e. Any accommodation away from the Site locality; 
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f. Support Staff including cleaners, office staff, inspectors, translators/interpreters;  
g. Any other costs necessary for the performance of the Service. 

 
The Client will provide the following inputs, project data, reports, etc. to facilitate the 
preparation of the Proposals:  
 

1. Track & Infrastructure – Annex 1 Appendicies 
2. Preparation of feasibility study for the Rehabilitation of the Baku-Yalama (Russian 

Border), Railway line–Final report  
Track & Infrastructure–Annex1 

3. Preparation of feasibility study for the Rehabilitation of the Baku-Yalama (Russian 
Border), Railway line–Final report  
Track & Infrastructure–Annex1 Executive Summary 

4. Optimization of Preliminary Design Drawings 
5. Initial Environmental Examination (IEE)  
6. Noise & Vibration Monitoring 
7. Noise Study 
8. Land Acquisition and Resettlement Plan 

 
All listed reports may be downloaded from the link provided below: 
https://www.dropbox.com/sh/ebikalln0vzr6op/AAA2kG6JkmkLm0hLpEzsJ2DNa?dl=0 
 
Note: 
These reports are shared only for  informative purposes. When preparing their proposal, the 
consulting companies should primarily rely on the requirements of the ToR for the assignment, 
as Aazerbaijan Railways CJSC has conducted additional investigations and assessments 
particularly on civil structures which lead to considerable changes in project scope and are 
currently being incorporated into the Employers Requirements for Design and Construction 
Works. In addition, IEE report is being updated at present

https://www.dropbox.com/sh/ebikalln0vzr6op/AAA2kG6JkmkLm0hLpEzsJ2DNa?dl=0
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Appendix 3: Sample Progress Report 

 

Quarterly Program Progress Report 
 
 
 
 
 
 

Loan Number:  
Reporting Period: Quarter ___ 20__ 
 
 
 

Azerbaijan: Railway Sector Development Program  
(RRP AZE 48386) 
 
 
 
 
 
Prepared by:  
Azerbaijan Railway Closed Joint Stock Company, Republic of Azerbaijan 

 

This report is a quarterly update to the program implementation progress. It is designed for ready 
use by the executing agency to provide direct input into ADB's internal Project Progress and 
Project Completion Reports. 
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I. SUMMARY: IMPLEMENTATION PROGRESS 
 
1. Summarize the project implementation status as detailed in subsequent sections. It should 
analyze original and revised schedules and actual achievements/shortfalls in terms of physical 
and financial targets and accomplishments for the quarter (preferably in terms of broad 
components or identifiable physical elements). It would also contain conclusions about the viability 
of the original or earlier revised cost estimates and expected date of completion of the project. 
 

II. MANAGEMENT AND OPERATIONS 
 

A. Implementation Arrangements 
 

(i) Assess the adequacy of implementation arrangements (such as establishment, 
staffing, and funding of the project implementing office) to deliver project outputs 
for the quarter.  

(ii) Discuss any major changes in the arrangements, and the effects on project 
implementation progress.  

(iii) Provide the status of compliance to related loan covenants on implementation 
arrangements. Indicate whether covenants were (i) complied with, (ii) late complied 
with, (iii) ongoing, or (iv) not complied with. If compliance was delayed or breached, 
discuss the reasons and impact, and whether the covenant was realistic. Discuss 
the impact of partial or noncompliance of covenants on project performance. 
Recommend ways to achieve compliance. Indicate if any covenant has been 
modified, suspended, or waived, and the justification for such action. 

 
B. Performance of Contractors, Consultants, Borrower, ADY, and ADB 

 
1. Contractors and Consultants 

2. Describe the performance of contractors and consultants for the quarter under reporting. 
If they did not perform exceptionally well, describe the effects on the delivery and quality of the 
outputs, schedule, and/or costs. 
 

2. Borrower and ADY 

(i) Summarize the performance of the borrower and ADY in meeting the 
responsibilities assigned in the implementation plan, and discuss any 
strengths/weaknesses in performance for the quarter under reporting.  

(ii) Assess the present institutional capacity and development of ADY, including 
specific strengths and weaknesses, and whether the institutional development 
measures envisaged at appraisal were adequate or successful. Assess how the 
project preparatory technical assistance helped improved institutional capacity. 

 
3. ADB 

3. Review ADB’s part in project implementation for the quarter (e.g., approvals, 
disbursements, and monitoring) to determine whether any ADB failure to act promptly, or 
disagreements with the borrower or executing agency on terms of reference, bid documents, 
awards, or other matters affected the implementation procedures, project (program) costs, or 
implementation schedule.  
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C. Implementation Schedule 
 
4. Assess the progress in implementing the overall project to date in comparison with the 
original implementation schedule. Explain the causes of significant delays, if any. Discuss any 
changes in the original/revised plans and schedules or deviations—both actual and expected—
except that any such change requiring ADB approval should be reported to ADB immediately and 
subsequently mentioned in the quarterly report. 

 
D. Program Monitoring, Review, and Reporting 
 
5. Provide the status of compliance to related loan covenants. Indicate the status of (i) 
complied with, (ii) late complied with, (iii) ongoing, or (iv) not complied with. If compliance was 
delayed or breached, discuss the reasons and impact, and whether the covenant was realistic. 
Discuss the impact of partial or noncompliance of covenants on project performance. 
Recommend ways to achieve compliance. Indicate if any covenant has been modified, 
suspended, or waived, and the justification for such action. 
   
E. Procurement and Consulting Services 

 
(i) Indicate the status of procurement and consultant recruitment activities. Describe 

whether, or not the activities are on schedule. If there are delays, provide the 
reasons; and discuss the planned/undertaken options to resolve them. If there are 
remaining civil works to be procured or consultants to be recruited, provide the 
schedule for monitoring the procurement or recruitment activities.  

(ii) Discuss arrangements for consultant recruitment, any deviations from agreed-
upon procedures, and the causes of disagreements between the borrower or 
executing agency and ADB on consultant selection. State how the differences 
were resolved, or will be resolved.  

(iii) Discuss any changes in the original/revised procurement plan, including mode of 
procurement. Describe any significant problems (e.g., misprocurement) 
encountered in packaging contracts, preparing tender documents, and evaluating 
bids. State how they were resolved, or will be resolved. 

 
Note: Once procurement and consultant recruitment activities are completed, this section could 
be excluded from the next quarterly progress reports. 

 
III. TECHNICAL 

 
A. Project Outputs 
 

(i) Analyze the progress of each component during the quarter under reporting. Give 
reasons for any changes, deviations, or delays, and indicate whether these 
affected project costs, time schedules, expected benefits, or other measures of 
efficiency. Compare the actual progress with that of the original forecast as of this 
date. 

• physical works accomplished for the three civil works contracts (i.e., km-
length of roads reconstructed; preparation made); and 

• system developed for road operation and maintenance. 
(ii) Describe the expected progress to be achieved in the next quarter. 
(iii) Discuss any difficulties or unusual occurrences affecting the progress of the project 

components. Discuss any risks, and measures to mitigate risks. 
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(iv) State the measures taken or planned to correct the factors responsible for delay 
during the quarter or which are likely to affect physical progress in the future. 

(v) Indicate the expected date of completion of major components (physical and non-
physical elements) of the project 

(vi) Assess the validity of key assumptions and risks in achieving the targeted outputs. 
(vii) Update table on Attachment 1.  
 

Note: Construction progress should be supported by drawings, bar charts, simplified CPM or PERT 
diagrams. Likewise, useful photographs with proper identification and dates should be used to 
reflect project progress or explain difficulties. 
 
B. Project Performance and Quality 
 
6. Provide the status of compliance to related loan covenants. Indicate whether covenants 
were (i) complied with, (ii) late complied with, (iii) ongoing, or (iv) not complied with. If compliance 
was delayed or breached, discuss the reasons and impact, and whether the covenant was 
realistic. Discuss the impact of partial or noncompliance of covenants on project performance. 
Recommend ways to achieve compliance. Indicate if any covenant has been modified, 
suspended, or waived, and the justification for such action. 
   

IV. FINANCIAL 
 
A. Financial Plan 

 
7. Discuss the financial achievements of the annual financing plan for the project during the 
quarter. The details should at least cover the following: (i) amount requested by the MOT for 
allocation in the annual budget; (ii) amount allocated under the annual budget; (iii) adequacy of 
allocation in terms of physical targets and latest cost estimate; (iv) utilization during the quarter 
under reporting; (v) utilization in the next quarter; (vi) forecast on utilization during the next quarter; 
and (vii) difficulties in getting the allocated amount released due to budgetary or other procedure, 
etc., if applicable. 

 
B. Project Costs and Fund Utilization 

 
(i) Discuss viability of the original or revised cost estimates. Explain significant 

overruns or underruns, if any, or whether an overall project cost overrun or 
underrun is likely. State the reasons for cost changes (status of contract awards, 
change on exchange rates, change in source of procurement/specifications, 
design inadequacy, external factors, delays, etc. and their likely effect on the 
project's economic and financial rates of return. Assess the need to reestimate 
costs to completion, or reallocate costs within ADB loan categories. Update 
project cost and financing plan, if necessary. 

(ii) Analyze and compare contract awards achievements (cumulative, annual, and 
quarterly) with projections. Adjust projected amount for succeeding quarters with 
justification, if necessary.  

(iii) Analyze and compare disbursements achievements (cumulative, annual, and 
quarterly) with projections. Adjust projected amount for succeeding quarters with 
justification.  

(iv) Discuss any issues/problems in submitting withdrawals, and measures 
planned/ undertaken to resolve issues. 
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(v) Provide an update on monitoring and reporting of withdrawal applications 
processing every 15th of the month. 
 

C. Financial Management  
 
(i) Assess financial management capacity of the executing and implementing 

agencies. 
(ii) Assess whether ADB funds were not applied to the activities described on the ADB 

Prohibited Investment Activities List in Appendix 5 of the Safeguard Policy 
Statement (2009). 

(iii) Provide the status of compliance to related loan covenants on finance. Indicate 
whether covenants were (a) complied with, (b) late complied with, (c) ongoing, or 
(d) not complied with. If compliance was delayed or breached, discuss the reasons 
and impact, and whether the covenant was realistic. Discuss the impact of partial 
or noncompliance of covenants on project performance. Recommend ways to 
achieve compliance. Indicate if any covenant has been modified, suspended, or 
waived, and the justification for such action. 

(iv) Update table on Attachment 2. 
 

V. SAFEGUARDS 
 
A. Environment 
 

(i) Assess the progress of environmental management including measures for the 
mitigation of adverse environmental impacts in accordance with the environmental 
impact assessment; and update of environment management plan in Attachment 
3. 

(ii) Review the environmental policies implementation associated with coal mines 
development in the region. 

(iii) Provide the status of compliance with related loan covenants on environment. 
Indicate whether covenants were (a) complied with, (b) late complied with, (c) 
ongoing, or (d) not complied with. If compliance was delayed or breached, discuss 
the reasons and impact, and whether the covenant was realistic. Discuss the 
impact of partial or noncompliance of covenants on project performance. 
Recommend ways to achieve compliance. Indicate if any covenant has been 
modified, suspended, or waived, and the justification for such action. 

 
B. Resettlement 
 

(i) Assess progress of implementation of the resettlement plan, including salient 
achievements and problems faced and how these have been resolved.  

(ii) Provide status of compliance with related resettlement loan covenants. Indicate 
whether covenants were (a) complied with, (b) late complied with, (c) ongoing, or 
(d) not complied with. If compliance was delayed or breached, discuss the reasons 
and impact, and whether the covenant was realistic. Discuss the impact of partial 
or noncompliance of covenants on project performance. Recommend ways to 
achieve compliance. Indicate if any covenant has been modified, suspended, or 
waived, and the justification for such action. 

 
 
 

http://www.adb.org/Documents/Policies/Safeguards/Safeguard-Policy-Statement-June2009.pdf#page=81
http://www.adb.org/Documents/Policies/Safeguards/Safeguard-Policy-Statement-June2009.pdf#page=81
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C. Labor, Gender, Health, and Social Protection  
 
8. Provide status of compliance with related resettlement loan covenants. Indicate whether 
covenants were (i) complied with, (ii) late complied with, (iii) ongoing, or (iv) not complied with. If 
compliance was delayed or breached, discuss the reasons and impact, and whether the covenant 
was realistic. Discuss the impact of partial or noncompliance of covenants on project 
performance. Recommend ways to achieve compliance. Indicate if any covenant has been 
modified, suspended, or waived, and the justification for such action. 

 
VI.  OTHER MAJOR PROBLEMS AND ISSUES 

 
9. Summarize other major problems and issues affecting or likely to affect implementation 
progress, compliance with covenants, and achievement of immediate development objectives. 
Recommend actions to overcome these problems and issues (e.g., changes in scope, changes in 
implementation arrangements, and reallocation of loan proceeds). 
 


