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Currency unit – Kazakhstan Tenge (KZT) 

KZT1.00 = $0.00257858 
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NOTE 
 

In this report, "$" refers to United States dollars. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  



 

 

 
Proactive Integrity Reviews 

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

 
 
 
 
 
 
 
 
 
 
 
 
 
 
By making any designation of or reference to a particular territory or geographic area in this 
document, the Asian Development Bank does not intend to make any judgments as to the legal 
or other status of any territory or area.  
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EXECUTIVE SUMMARY 
 
 
The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank (ADB) conducted 
a proactive integrity review (PIR), formerly known as project procurement-related review, of 
Kazakhstan’s CAREC Corridors 1 and 6 Connector Road (Aktobe-Makat) Reconstruction Project. 
The project is financed through a $240 million loan (Loan 3416-KAZ), approved on 26 August 2016. 
The PIR team examined the procurement and financial management documentation for five 
selected contracts representing 64% of the total value of contracts awarded and inspected the 
physical outputs for three selected contracts representing 48% of total value of contract awards.   
 
The review established that the project implementing agency, the Committee of Roads (CoR) under 
the Ministry of Industry and Infrastructure Development, has strong financial management capacity. 
Financial records are properly maintained and were timely provided to the review team. Contractor 
and consultant billings are timely processed and sampled disbursements are fully supported. 
 
The review resulted in one finding that was assigned a high-risk rating and three findings with a 
medium-risk rating, all in the area of procurement. The observations relate to inaccurate bid 
evaluations, inconsistent application of evaluation criteria, non-compliance with pre-award 
conditions, and poor records management. There are no indications that the issues are a result of, 
or resulted in, integrity violations. However, if the issues are not timely addressed, the risk of 
violations occurring under ADB’s Anticorruption Policy increases. 
 
The finding with a high-risk rating relates to the evaluation of bidders’ financial capacity in the 
procurement for civil works, which if not addressed may lead to incorrect contract awards, thus 
compromising the project. Specifically, when evaluating bidders’ financial capacity, the bid 
evaluation committee: 
 

(i) used financial indicators from consolidated financial statements instead of those from 
standalone financial statements; 

(ii) used deficient financial statements and financial forecasts instead of audited financial 
statements; 

(iii) accepted credit line letters without clarity on the availability of the credit lines;  
(iv) assessed bidders’ average annual construction turnover by using the total turnover 

instead of the construction turnover; and 
(v) relied on bidders’ financial statements without notes that are needed to corroborate the 

bidders’ financial capacity.   
 
To address the review findings and minimize the risks of similar issues recurring in future projects, 
OAI recommends that: 
 

(i) CoR, in collaboration with ADB’s Central and West Asia Department (CWRD) and 
Kazakhstan Resident Mission (KARM), strengthen staff capacity on bid preparation and 
evaluation through targeted trainings. CoR should also conduct pre-bid meetings with 
prospective bidders to clarify requirements of the bid forms, financial statements and 
other documents to be used for evaluation.  
 

(ii) The bid evaluation committee thoroughly evaluates bidders’ financial capacity and 
qualification strictly following the prescribed evaluation criteria.  

 



 
 

 

ii 

OAI discussed all findings and recommendations with CoR, and CoR’s clarifications are 
incorporated in this report. The lessons from this PIR will strengthen procurement capacity of CoR, 
and benefit future similar projects in Kazakhstan. OAI appreciates the courtesy, cooperation and 
support extended to the review team by CoR, KARM and CWRD.  OAI will conduct a follow-up 
review on the implementation of PIR recommendations after a period of at least 8 months from the 
issuance of this report. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



    
 

 

I. INTRODUCTION 
 
1. The Office of Anticorruption and Integrity (OAI) of the Asian Development Bank (ADB) 
conducted a proactive integrity review (PIR), formerly known as a project procurement-related 
review, of the CAREC Corridors 1 and 6 Connector Road (Aktobe-Makat) Reconstruction Project 
in Kazakhstan.1 The review commenced in August 2019 and included fieldwork in Kazakhstan from 
25 September to 18 October 2019. 
 
2. This report presents the results of the PIR of the project. OAI conducted the PIR to (i) identify 
and assess integrity risks in the project’s procurement, financial management, contract and asset 
management, and (ii) recommend measures to mitigate or eliminate integrity risks to ensure that 
the project funds are used for intended purposes. 

 
3. The project has a total estimated cost of $556 million of which ADB finances $240 million 
through Loan 3416-KAZ.2 The executing agency is the Ministry of Industry and Infrastructure 
Development (MIID) and the implementing agency is the Committee of Roads (CoR). The project 
will reconstruct a road section of approximately 299 km of two-lane highway between Aktobe and 
Makat and improve transport system operations with better provision of road traffic safety and 
logistics effectiveness. 
 
 

II. SCOPE AND METHODOLOGY 
 

4. As of the PIR cut-off date, 13 contracts with ADB financing of $174 million had been 
awarded.3 The PIR team selected six contracts, with a total value of $133 million. The team 
examined documentation related to procurement and financial management of five contracts (64% 
of total value of contracts awarded), comprising one consulting services contract and four civil 
works contracts.4 The team inspected project outputs of three civil works contracts totaling $83 
million (48% of total value of contracts awarded). Table 1 provides the summary of contracts 
reviewed.     
 

Table 1. Contracts Reviewed   
 

 No. Description of 
Contract 

Contract Amount 
Financed by 

ADB 
($ million) 

PIR Coverage  

Procurement Financial 
Management 

Contract and 
asset 

Management 

1 Consulting Services 4.3 * *  

2 Civil Works  32.6 * * * 

3 Civil Works  21.9   * 

4 Civil Works  28.1 * * * 

5  Civil Works  23.7 * *  

6 Civil Works  22.7 * *  

 TOTAL 133.3                            

 

 
1  KPMG India and KPMG Armenia assisted OAI (collectively, the PIR team) in this review. An observer from the African 

Development Bank joined the review. 
2  https://www.adb.org/projects/48424-002/main#project-pds 
3  OAI sampled transactions from the inception of the project up to 31 August 2019, the PIR cut-off date. References to 

contract amounts throughout the report pertain to ADB’s share in financing.  
4  The PIR covered two bidding procedures: the bidding for  three contracts completed in 2017, and the rebidding for 

two contracts conducted in 2018.  
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5. The PIR (i) examined the procurement processes and related documentation for all 
procurement stages, (ii) verified the appropriateness of project disbursements and the related 
financial management documentation, and (iii) reviewed implementation reports and inspected the 
progress of civil works at the project sites.5  
 
6. OAI analyzed how each finding could compromise project integrity in terms of weaknesses 
in accountability and control and threats to transparency and fairness.6 
 
 

III. RESULTS 
 
A. Strengths 

 
7. The PIR team observed strong financial management capacity on the part of CoR. CoR 
properly maintained financial records, timely processed contractor and consultant billings and 
disbursed claims in accordance with ADB’s Loan Disbursement Handbook. This is consistent with 
results of a previous PIR in 2011 which concluded that CoR maintained sound financial records on 
ADB projects. 
 
B. Project Vulnerabilities 

 
8. The PIR identified one finding that was assigned a high-risk rating and three findings with a 
medium-risk rating, all in the area of procurement.7 The observations relate mainly to inaccurate 
bid evaluations, inconsistent application of evaluation criteria, non-compliance with pre-award 
conditions, and poor records management. Table 2 summarizes the high- and medium-risk 
findings. 
 

Table 2: Procurement Findings 
 

Finding 
Integrity Pillar 
Compromised 

Number of 
Contracts Affected  

High 
Risk 

1. Inaccurate evaluation of bidders’ 
financial capacity 

Transparency and 
Fairness 4 

Medium 
Risk 

2. Inconsistent application of 
evaluation criteria 

Fairness 1 

3. Noncompliance with pre-award 
conditions 

Transparency and 
Fairness 2 

 
5  PIR engineer visited the project site from 2 to 3 October 2019. 
6  The three core principles of project integrity or ‘integrity pillars’ are: (i) Transparency (proper documentation of key 

decisions, public disclosure of project information, and protection of confidential information); (ii) Fairness (objective 
and reliable bidding process and requirements optimizing competition, impartial evaluation, and credible complaints 
mechanism); and (iii) Accountability and control (accurate and timely project accounting and reporting, eligibility of 
expenditures and timely payments; adherence to contract provisions, and adequate project oversight and 
management). 

7  PIR findings are rated as high, medium, or low risk. High: Immediate attention and prompt corrective action are 
required since failure to take action could result in major adverse impact on the project and ADB’s reputation. 
Medium: Action is required since failure to take action could result in negative consequences on the project and 
ADB’s reputation. Low: An existing system may continue to operate but corrective action will result in increased 
efficiencies in processes. This report discusses only high and medium risk findings. The PIR team communicated the 
low risk findings to CoR for consideration and action as deemed necessary.  
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Finding 
Integrity Pillar 
Compromised 

Number of 
Contracts Affected  

4. Poor management of key 
procurement records 

Transparency and 
Accountability & Control 5 

 
9. There are no indications that the issues identified are a result of, or resulted in, integrity 
violations. However, if these issues are not timely addressed, the risk of violations occurring under 
ADB’s Anticorruption Policy increases.  
 
High Risk Observations 
 
10. Inaccurate evaluation of bidders’ financial capacity.  The review team noted 
deficiencies in the bid evaluation committee’s (BEC) evaluation of bidders’ financial capacity due 
to insufficient diligence in scrutinizing the bids.  
 
11. Incorrect use of consolidated financial indicators. The bidding documents require that the 
financial information reflects the financial situation of the legal entity or entities comprising the 
bidder, and not the bidder’s parent companies, subsidiaries or affiliates.8 Thus, bidders should have 
submitted standalone financial statements and should have presented information from those 
statements in the qualification forms comprising their bids. In 10 out of 16 bids from four civil works 
contracts reviewed by the PIR team, the bidders submitted only consolidated financial statements 
and in 2 bids they submitted both standalone and consolidated financial statements.  
 
12. In all four civil works contracts, the BEC erroneously used the consolidated financial 
statements in evaluating the bidders’ financial qualification. In the evaluation of bidders’ financial 
situation the BEC should have used standalone financial statements, as the consolidated financial 
statements include the financial information of the bidder’s subsidiaries and/or affiliates. 
 
13. For two of the four contracts, the BEC evaluated the winning bidder using its standalone 
financial statements in the prequalification stage, and its consolidated financial statements in the 
second stage bidding.9 During the evaluation of the second stage bids, the BEC should have 
requested the bidder’s standalone financial statements and should have used those in the 
evaluation of the bidder’s financial capacity. 

 
14. For the two contracts where the winning bidder submitted both consolidated and standalone 
financial statements, the BEC only evaluated the bidder based on the consolidated financial 
statements. The BEC should have used the financial capacity indicators10 from the standalone 
financial statements, and the winning bidder for both contracts should have been disqualified.11 
 

 
8  Section 3 - Evaluation and Qualification Criteria provides that “It is the legal entity or entities comprising the Bidder, 

and not the Bidder’s parent companies, subsidiaries, or affiliates, that must satisfy the qualification criteria described 
below.” Form FIN-1: Historical Financial Performance of the Standard Bidding Documents provides that “Unless 
otherwise required by Section 3 (Qualification Criteria), all such documents must reflect the financial situation of the 
legal entity or entities comprising the Applicant and not the Applicant’s parent companies, subsidiaries or affiliates.” 

9  The winning bidder submitted standalone financial statements in the prequalification stage but did not submit these 
in the second stage bidding. Only consolidated financial statements were submitted.  

10  The PIR used the 2015 & 2016 financial indicators to evaluate the bidders. The bidder’s financial indicators showed 
that: (i) working capital for the FY2016 was negative; (ii) current ratio for FY2016 was less than 1; and (iii) current 
ratio decreased from 1.13 to 0.99 between FY2015 and FY2016.  

11  The PIR team could not determine whether the next ranked bidder would qualify, as the bidder submitted only 
consolidated financial statements. 
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15. The BEC did not request the bidders to clarify the financial indicators and did not indicate 
in the bid evaluation report (BER) that during the evaluation of bidders’ financial qualification they 
used the information from consolidated financial statements.  

 
16. Use of deficient financial statements and financial forecasts. For two civil works contracts, 
in the bidding documents issued to the bidders, CoR required the bidders to submit audited financial 
statements for fiscal years (FY) 2015, 2016 and 2017.12 In the bidding period, CoR clarified to the 
bidders that if the audited financial statements for FY2017 are not readily available, the bidders can 
provide non-audited financial statements for FY2017, duly signed by the Chief Financial Officer, 
with an explanation as to why the FY2017 audited financial statements are not yet available.13 
 
17. The PIR team noted that the BEC incorrectly used the information from the winning bidder’s 
unaudited financial statements for FY2017 because these were not duly signed or sealed. Similarly, 
the BEC used the financial forecasts for FY2017 provided by one of the losing bidders instead of 
actual financial statements.14 In another instance, the BEC evaluated as qualified a losing bidder 
who did not submit the FY2017 financial statements for one of its joint venture partners.  
 
18. The actions of the BEC, while incorrect, did not impact the results of the bidding, but 
demonstrate inconsistencies that under other circumstances may lead to contract award to an 
unqualified bidder.   

 
19. Lack of clarity in letters submitted to support bidders’ credit lines. For the four civil works 
contracts reviewed, it was unclear from the letters submitted by the bidders whether the credit lines 
were existing and readily available or were subject to the fulfillment of certain conditions. In the 
computation of bidders’ available financial resources, the BEC included the amounts of credit lines 
without considering their availability to the bidder. The BEC did not request clarification from the 
bidders regarding the availability of credit lines. 

 
20.  The inclusion of the credit lines in the calculation of available financial resources did not 
affect the qualification of the winning bidders since they had sufficient other financial resources. 
However, in other circumstances, a lack of diligence in verifying credit line amounts may lead to 
awarding of contracts to unqualified bidders. 

 
21. Lapses in evaluation of bidders’ average annual construction turnover (AACT). The bidding 
documents require bidders to indicate their annual construction turnover in terms of the amounts 
billed to clients for each year for work in progress or completed.15 In the evaluation of bidders’ 
average annual construction turnover, the BEC considered the total turnover as stated in the 
financial statements without verifying whether the amount of revenue comprises only the revenue 

 
12 CoR amended the bidding documents issued to the bidders by indicating specific years for financial statements rather 

than the number of years of financial statements to be submitted, as required in the standard bidding documents. 
Specifically, Section 3 of the standard bidding documents requires the submission of audited financial statements for 
the last x years to demonstrate soundness of Bidders financial position while Section 3 of the “as issued” bidding 
documents requires the submission of audited financial statements for the last three 3 years (2015, 2016 & 2017). 

13  The bid submission deadline was 25 April 2018. Questions and Answers to the Bidding Document approved by ADB 
and provided to the bidders. 

14  Form FIN-1: Historical Financial Performance requires that “Historical financial statements must be audited by a 
certified accountant.”  

15  Section 3 of the bidding documents on Evaluation and Qualification Criteria indicates the minimum average annual 
construction turnover calculated as total certified payments received for contracts in progress or completed, 
within the last three years. Form FIN-2: Average Annual Construction Turnover provides that the bidder should supply 
the Annual Turnover in terms of the amounts billed to clients for each year for work in progress or completed 
converted to US dollars at the rate of exchange at the end of the period reported. 
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from construction business or includes other revenue as well. The BEC did not request clarifications 
from bidders regarding their annual construction turnover. 
 
22. Non-verification of the bidders’ construction turnover may result in overstatement of bidders’ 
AACT and qualification of bidders with inadequate construction experience. Due to the lack of 
information in the bid submissions, the PIR team could not assess the impact of the finding on the 
qualification of the bidders.  
 
23. Submission of audited financial statements without notes. Five bidders for the four contracts 
did not include notes to the financial statements in their bid submissions, contrary to the 
requirement in the bidding documents.16 The non-submission of notes to financial statements limits 
the information available to the BEC (e.g. information relating to construction turnover, current 
contract commitments), for the proper evaluation of financial position of the bidders and may result 
in awarding of contracts to unqualified bidders. The BEC did not request clarifications from the 
bidders, nor did the BEC indicate this deficiency in the BER.  
 
24. Recommendations. OAI recommends that in future procurement, CoR: 

 
(i) Conducts pre-bid meetings with prospective bidders to discuss and clarify the 

requirements of the bid forms, financial statements, including the submission of 
notes to financial statements, letters to support credit lines and other documents to 
be used for evaluation. 

(ii) Clearly informs bidders via bidding documents and pre-bid meetings to submit 
standalone financial statements. 

(iii) Properly documents pre-bid meetings and provides the minutes to all prospective 
bidders and ADB. 

 
Likewise, OAI recommends that in the evaluation of bids, the BEC: 
 
(i) Strictly uses the qualification criteria and requirements stated in the bidding 

documents issued to the bidders. 
(ii) Considers standalone financial statements of the bidders for evaluation of financial 

capacity, instead of consolidated financial statements, and properly discloses all 
deviations and clarifications in the BER.  

(iii) Scrutinizes the letters supporting credit lines and, in case of doubt, seeks 
clarifications from bidders on the credit line availability and discloses all clarifications 
in the BER. 

(iv) Requests notes to financial statements from the bidders if these are not submitted 
as part of the audited financial statements and uses the information in the notes to 
confirm construction turnover and other financial and non-financial information of 
the bidders. 
 

Medium Risk Observations 
 
25. Inconsistent application of evaluation criteria.  Due to the 10 months delay from 
proposal submission to contract negotiation, the firm that won the consultant contract requested 
replacements for four experts who were no longer available.17  Upon reevaluation the PIR team 

 
16  Form FIN-1 provides that “Historical financial statements must be complete, including all notes to the financial 

statements.” 
17  The proposal submission date was 27 September 2016 and the minutes of contract negotiations was dated 7-8 

August 2017.  
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noted that CoR’s application of evaluation criteria for the experts was inconsistent. In one case 
CoR gave a different score for an expert’s general experience after the same expert was moved to 
a different position using the same curriculum vitae. In another case, CoR gave a higher score to 
a replacement expert despite them having the same experience as the replaced expert.18  
 
26. Inconsistencies in the review of consultants’ technical capabilities may lead to incorrect 
selection of the consulting firm, which may affect the fairness of the procurement process.  
 
27. Recommendations. OAI recommends that the consultant selection committee (CSC), in the 
evaluation of consultancy firms, prepares and applies clear and detailed criteria to evaluate the 
proposed experts. CoR should apply the same evaluation criteria and methods for all experts 
including replacements.   
 
28. Noncompliance with pre-award conditions.  In the no objection letter for two contracts, 
ADB agreed to CoR’s recommendation of requesting the winning bidders to (i) increase the 
performance security to 20%; (ii) provide realistic construction schedules; (iii) submit proof of 
availability of equipment for each contract; and (iv) change the personnel to those with relevant 
experience in similar works.  
 
29. The PIR team found that (i) the performance security was increased to only 15%; (ii) the 
winning bidder did not submit proof of availability of equipment and documents to support the 
ownership and the rights to the equipment; and (iii) prior to contract award, the proposed team was 
changed, but no documentation was made available to confirm that the replacements met the 
requirements. The PIR team could not assess whether the new proposed personnel met the 
requirements.  

 
30. The CoR should have followed and enforced its own recommendations and ADB 
requirements set out in the no objection letter, as non-compliance to the prescribed requirements 
may lead to delays and quality issues during contract implementation which in turn may result in 
cost overruns. 

 
31. Recommendations. OAI recommends that CoR, in future procurement processes, fully 
complies with the conditions accompanying ADB’s approval and properly documents discussions 
and other communications with the winning bidder preceding the contract signing, including all the 
documents supporting the results and decisions made. 
 
32.  Poor management of key procurement records. CoR’s records management requires 
improvement. The PIR team noted that key project documents that should have been easily 
identifiable and retrievable were not provided for review. These include the record of bidders who 
obtained the bidding documents for the civil works contracts, as well as all expressions-of-interest 
and two out of six technical proposals of shortlisted consultancy firms for the construction 
supervision consultant package.19 

 
33. The PIR team also established that CoR maintains key project documents in the form of 
electronic files. While electronic document management is, in general, an acceptable practice, 
some key project documents, such as prequalification evaluation report, BERs, and important 
communication files were available only in editable and unprotected electronic files. Maintaining 

 
18  In both cases the experience with international organizations was assessed differently. 
19  The CoR provided the technical proposals for the two shortlisted firms on 6 December 2019 together with their 

comments to the draft findings and recommendations matrix. 
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the project documents in editable and unprotected files makes it difficult to distinguish between 
draft and final versions of the documents for review and audit purposes.  

 
34. Failure to appropriately maintain records reduces transparency and accountability in project 
implementation. It reduces the possibilities to fully trace the procurement process and the bases of 
decisions taken, which, in turn, increases the level of inherent integrity risks.  
 
35. Recommendation. OAI recommends that CoR: 

 
(i) prepares and maintains a log of prospective bidders who received the bidding 

documents evidenced by a signature of the bidders’ representatives;  
(ii) implements a document management system where all key project documents are 

easily retrievable, all electronic documents are protected and non-editable and, in 
case of multiple versions, each version is appropriately marked. 

  
 

IV. CONCLUDING REMARKS 
 
36. While issues on procurement have been identified, the PIR team acknowledges CoR’s 
prompt action to address some of the findings after the PIR fieldwork. The PIR team recommends 
that CoR, with assistance from ADB, continues to enhance the procurement capacity of staff in the 
BEC and CSC through participation in trainings on procurement following ADB’s policies and 
guidelines.  
 
37. The application of lessons learned and recommendations from this PIR will enhance the 
implementation of the remainder of this project and new projects and help prevent integrity issues. 
The PIR team encourages CWRD to continue working closely with the government of Kazakhstan 
to strengthen its commitment in promoting transparency and accountability. 

 
38. OAI requests CWRD through KARM to monitor CoR’s implementation progress and provide 
periodic updates to OAI by sharing BTORs after each review mission.  
 
39. The PIR team acknowledges and thanks the officers and staff of MIID and CoR for their 
cooperation and assistance during the review. The PIR team appreciates the support received from 
CWRD and KARM in the planning and execution of the PIR.  OAI remains available to discuss 
matters in this report or issues that may affect the integrity of project implementation. 
 
 


