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FACILITY ADMINISTRATION MANUAL PURPOSE AND PROCESS 

 The facility administration manual (FAM) 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 of Uzbekistan and Asian Development Bank 
(ADB). The FAM should include references to all available templates and instructions, either 
through linkages to relevant URLs or directly incorporated in the FAM. 
 

 The Ministry of Energy, Ministry of Investments and Foreign Trade, Ministry of Finance, and 
Joint-Stock Company National Electric Grid of Uzbekistan (NEGU) (the implementing agency) 
are 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 the Ministry of Energy, Ministry of Investments and Foreign Trade, Ministry of 
Finance, and NEGU of their obligations and responsibilities for project implementation, in 
accordance with ADB’s policies and procedures. 
 
During the counter-guarantee and indemnity agreement (CGIA) negotiations in August 2021, 
the Government of Uzbekistan and ADB agreed to the FAM (and its redacted public disclosure 
version) to ensure consistency with the CGIA. Such agreements are reflected in the minutes of 
the CGIA negotiations dated August 2021. In the event of any discrepancy or contradiction 
between the FAM and the CGIA, the provisions of the CGIA shall prevail. 
 

 At the CGIA negotiations, the borrower and ADB shall agree to the FAM and ensure consistency 
with the CGIA and other associated project-related agreements. Such agreements shall be 
reflected in the minutes of the guarantee negotiations. In the event of any discrepancy or 
contradiction between the FAM and such agreements, the provisions of the CGIA and 
associated project-related agreements shall prevail. 

 
 After the ADB Board approval of the project's report and recommendation of the President, 

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

  



 

 
 

ABBREVIATIONS 

ADB – Asian Development Bank 
BAP – biodiversity action plan 
BMEP – biodiversity monitoring and evaluation plan 
CGIA – counter-guarantee and indemnity agreement 
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I. PROGRAM DESCRIPTION 

1. The program will increase renewable energy shares in Uzbekistan by deploying private- 
sector led 1-gigawatt (GW) solar photovoltaic power plants. The Asian Development Bank (ADB) 
will provide payment guarantee under a partial credit guarantee (PCG) facility, counter-
guaranteed by the Republic of Uzbekistan, to mitigate credit risks of the state-owned electricity 
utility, Joint-Stock Company National Electric Grid of Uzbekistan (NEGU). The innovative 
application of credit enhancement instruments and the One ADB approach provide a one-stop-
shop solution for the government to rapidly deploy private-funded solar power projects at 
competitive tariff and eventually lower the cost of electricity to sustain the economic development. 
The program is expected to be a landmark transaction, catalyzing private participation, replicable 
in other sector and countries. Further, the program will help in building up the capacity of the 
government to identify and develop public–private partnership (PPP) projects. 
 
2. Sector context. Reliable and affordable electricity supply is fundamental for driving 
economic growth and socioeconomic development. The power sector has been monopolized by 
the state-owned utility, Uzbekenergo, which undertook the combined functions of policy setting, 
planning, investment, day-to-day system operations, and regulation. This structure increasingly 
faced the challenge of meeting fast-growing power demand and resulted in unreliable electricity 
services due to the heavy reliance on the limited state-budget and, thus, underinvestment in the 
critical infrastructure. In March 2019, the government embarked on comprehensive reforms—
starting from the creation of the Ministry of Energy (MOE) as the sector ministry, followed by the 
unbundling of Uzbekenergo into power generation, transmission, and distribution companies—to 
facilitate competition and unlock private investment. NEGU was established in this process as a 
state-owned entity responsible for the transmission system operation and purchase of electricity 
from all power generation companies.   
 
3. Uzbekistan generated 63.6 terawatt-hours of electricity in 2019, more than 85% of which 
was from burning fossil fuels, primarily natural gas. The country’s reliance on natural gas for 
electricity generation has been increasing from its share of 82% in 2010. The depleting natural 
gas resource and over-dependency on natural gas prompted the country to seek sustainable 
energy transition pathways, in which introduction of renewable energy sources will reduce 
demand pressure and rationalize gas consumption for electricity. 1  Despite the rich solar 
resources across the country, little has been tapped due to the absence of an integrated energy 
sector planning and enabling regulatory framework.2 The energy sector is the predominant source 
of greenhouse gas emissions in Uzbekistan. Given the climate and long-term energy security 
risks, the promotion of renewable energy sources is crucial to avoid fossil fuels while meeting the 
energy demand. 
 
4. Unlocking private participation is critical to ensure adequate investment in energy 
infrastructure. The government forecasts electricity demand to double by 2030, and $26 billion is 
required to add 17 GW of generation capacity to meet this.3 Recognizing that the unfavorable 
regulatory framework and nascent investment environment have discouraged private sector 
participation, the government enacted the Law on PPP in 2019 to provide government support 

 
1 At current natural gas production levels, the existing proven gas reserves would last for only 20 years. BP PLC. 2019. 

BP Statistical Review of World Energy 2019. 68th ed. London. 
2 The United Nations Development Programme (UNDP) estimates Uzbekistan to have the following renewable energy 

potential: biomass (800 megawatts [MW]), solar (593,000 MW), wind (1,600 MW), and small hydro (1,800 MW). 
UNDP. 2014. Renewable Energy Snapshot: Uzbekistan. New York.  

3 Government of Uzbekistan, MOE. 2020. Concept Note for Ensuring Electricity Supply in Uzbekistan in 2020–2030. 
Tashkent.  

https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/energy-economics/statistical-review/bp-stats-review-2019-full-report.pdf
https://www.undp.org/content/dam/rbec/docs/Uzbekistan.pdf
https://minenergy.uz/en/lists/view/77
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and protect investors with supplementary legislation. These regulatory frameworks and 
supporting programs are being tested in the market with early achievements, such as the 
successful launch of multiple private sector renewable energy projects. Monopolistic regulations 
and transparency of sector fund flow need to be further improved. The country’s lack of experience 
in handling private projects and the potential political interference in dealing with state-owned off-
takers remain risks. 
 
5. Road map. In April 2020, the MOE adopted a power sector development program for 
2020–2030, laying out a road map to increase the solar generation capacity from the negligible 
shares of today to 5 GW by 2030, accounting for 8% of the total generation capacity and 17% of 
the total electricity generation. Under this road map, a medium-term renewable energy investment 
program was adopted by the government that sets the target to roll out 1.6 GW solar project by 
2025.4 The total investment need for this program is estimated at $1.5 billion. The government 
aims to raise financing from the private investors using the PPP model, more precisely, the 
independent power producer (IPP) scheme where a private entity will generate electricity for sale 
to the off-taker and recover the investment and operating costs through the electricity tariff. Under 
the IPP scheme, the private partners will design, finance, build, own, operate, and maintain the 
solar power plants, thus the financial pressure for the government to construct and own power 
plants requiring a vast outlay of initial capital will be substantially reduced. The government 
requested ADB’s support to develop a bankable transaction structure and replicable contract 
templates for 1 GW solar PPP program. Table 1 presents a pipeline of candidate projects.    
    

Table 1: Indicative Candidate Projects  
 
Project Name  

Estimated 
Capacity (MW) 

Estimated Project 
Costs ($ million)a 

Estimated year of 
PPR submission 

Project 1 – Sherabad Solar Power Phase Ib  457 330.0 2021 
Project 2 – Sherabad Solar Power Phase II  300 250.0 2022 
Project 3 – Mubarak Solar Power  300 250.0 2023 
Project 4 – Kokdumalak Solar Power 300 250.0 2024 

Total 1,357 1,080.0  
MW = megawatt, PPR = periodic partial credit guarantee request. 
a In mid-2021 prices inclusive of taxes and duties. Prices are based on estimate. Actual costs and capacity of plants 

will be subject to the bidder’s proposal.   
b Project 1 was originally designed at 200 MW capacity. The winning bidder proposed 457 MW capacity. Likewise, the 

actual size of the projects will be determined after due diligence and competitive bidding process.    
Source: Asian Development Bank estimates.  
 
6. The program will provide payment guarantees as an effective ADB credit enhancement 
instrument to support solar IPP projects in Uzbekistan. Past international experience has 
demonstrated that the payment guarantee backed by the international financial institutions are 
effective and efficient tools to kick off IPP projects, as they mobilize much needed capital and 
management expertise from the private sector into frontier market. ADB guarantees are 
particularly relevant in countries like Uzbekistan that go through market reforms with a high 
degree of regulatory and institutional uncertainties and payment track record not yet fully tested. 
The application of the guarantee is considered critical to mitigate payment risks and to provide a 
signal to international investors of the government’s commitment to honor its obligations of tariff 
payment. By offering this PCG upfront as a risk-mitigation measure during the investor selection 
process, the potential investors will be incentivized to propose the lowest possible tariff, which will 
eventually benefit the government and end consumers.  
 

 
4 Government of Uzbekistan. 2021. Presidential Decree No. 4936 on Measures to Implement the Investment Program of 

the Republic of Uzbekistan 2021–2023. Tashkent.  
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7. Policy framework. The MOE is the main state authority responsible for chartering the 
sector policy and development direction. Through its first long-term sector development strategy, 
the MOE adopted a two-pronged strategy of (i) deploying renewable energy at scale and (ii) 
mobilizing private investments for the renewable energy projects. Under this framework, in March 
2019, Uzbekistan enacted its first statute providing comprehensive regulation of its renewable 
energy sector, the Renewable Energy Law (RE Law). The investors of renewable energy projects 
will benefit various incentives including tax incentives, state guarantee to access to the national 
grids, guaranteed payment of the tariff, and long-term lease of state-owned lands. The RE Law 
was a significant step in the development of a renewable energy sector and paved the way for 
the sizable renewable energy investment program.    
 
8. Uzbekistan also adopted its first law regulating PPP, the Public–Private Partnership Law, 
in June 2019. This is a major milestone in the promotion of PPP projects and the attraction of 
foreign investors for major infrastructure projects. The PPP Law provides numerous benefits for 
PPP projects including state guarantees. The 1 GW solar PPP program will benefit from a 
guaranteed right to undertake projects, commitment to provide the benefit of land lease 
agreement (LLA), provision of government incentives, support of NEGU’s obligation in terms of 
liquidity assistance, and guaranteed termination payment under the power purchase agreement 
(PPA). ADB-guaranteed liquidity support and PCG will provide confidence to the investors by 
ensuring the tariff payment and mitigating NEGU’s credit risks. Those projects included in the 
medium-term renewable investment program, 2021–2025 are priority projects benefiting from the 
incentives provided by the government. The policy framework and the road map can appropriately 
guide the long-term program of investments.  
 
9. Strategic context. The main objectives of the government’s sector policy are expanding 
generation capacity through renewables, improving security of supply from domestic energy 
resources, and promoting private sector participation. With the state’s dominant role in the sector, 
entry of the private sector has been traditionally constrained because of monopolistic practices 
and various tax, customs, and licensing privileges granted to monopoly utilities. Thus, the 
contribution of the private sector to the growth in the energy sector has been negligible. In this 
transition, ADB was requested by the government to provide transaction advisory for the 
development of renewable energy PPP project and provide liquidity support for NEGU to facilitate 
the private investments. The program is closely aligned with the government’s strategic agenda 
to support private sector development as well as the country partnership strategy for Uzbekistan, 
2019–2023, highlighting its strategic focus on transforming the state’s roles toward a vibrant and 
inclusive market economy. 
 
10. Uzbekistan adopted a broad national program to transition to a green economy and 
decrease the carbon intensity of the economy by 10% of the 2010 level by 2030.5 The deployment 
of renewable at scale is the centerpiece of the implementation of the national program to reduce 
the carbon intensity of the economy. The proposed project will improve the country’s energy 
security and reduce greenhouse gas emissions by scaling up renewable energy. The program is 
in line with the strategic direction of the operational priorities of ADB’s Strategy 2030 by tackling 
climate change, building climate and disaster resilience, and enhancing environmental 
sustainability. 
 
11. Impact and outcome. The investment program is aligned with the following impact: 
inclusive economic growth achieved through increased clean and sustainable energy supply. The 

 
5 Government of Uzbekistan. 2019.  Presidential Decree No. 4477 on Approval of Strategy for Transition of the Republic 

of Uzbekistan to "Green" Economy for 2019–2030. Tashkent. 
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investment program will have the following outcome: private sector-led renewable energy 
generation increased.6 

 
12. Outputs and beneficiaries. The outputs are (i) solar power generation capacity 
increased, and (ii) government’s capacity for attracting private investment strengthened.  
 
13. Project 1. The first tranche project will facilitate the construction of a 457-megawatt (MW) 
solar power plant in Sherabad and 50 kilometers (km) of 220-kilovolt (kV) transmission line and 
substations facilities by the private investor through a PCG that will enhance creditworthiness of 
the off-taker. The first tranche project will (i) develop a set of standard PCG, letter of credit (LC), 
and related agreements for the first tranche, as well as templates replicable for the subsequent 
tranches; (ii) provide knowledge sharing sessions to build the government’s capacity in the project 
structuring; and (iii) develop a gender-responsive policy and guideline to promote gender equality 
in the private energy projects. 
 
 

II. IMPLEMENTATION PLANS 

A. Project Readiness Activities 

14. The tentative schedule and responsible parties for the project’s indicative activities are 
shown in Table 2.  
 

Table 2: Project Readiness Activities 

 
ADB = Asian Development Bank, CGIA = counter-guarantee and indemnity agreement, GOU = government of 
Uzbekistan, PCG = partial credit guarantee, RFP = request for proposal. 
Source: Asian Development Bank. 
 

 
6 The design and monitoring framework is in Appendix 1. 



5 
 

 
 

B. Overall Project 1 Implementation Plan  

15. Table 3 presents the overall implementation schedule of Project 1’s indicative activities.  
 

Table 3: Overall Project 1 Implementation Plan 
Indicative Activities 2020 2021 2022 2023 

A. DMF  Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 
Output 1: Solar power generation capacity increased                  
1.1 Issuance of RFQ to potential bidders                  
1.2 Issuance of RFP to the prequalified bidders                   
1.3 Submission of RFP and evaluation                   
1.4 PPA signing                  
1.5 Financial close                  
1.6 Commencement of construction                 
1.7 Engineering and design                  
1.8 Constructiona                 
Output 2: Government’s capacity for attracting private 
investment strengthened                 
2.1 Templates of bankable documents developed                 
2.2 Execution of the project documents                  
2.3 Corporate gender-responsive policy approved and 

adopted by NEGU                 
2.4 Capacity building workshop conducted                 

B. Management Activities                 
Procurement activities                  
Consultant selection procedures                 
Preparation and implementation of LARPa                  
Environment management plan key activities                  
Gender action plan key activities                  
Review missions                  
Annual and/or midterm review                 
Project completion report                 
Approval of periodic financing request for project 2                  

DMF = design and monitoring framework, LARP = land acquisition and resettlement plan, NEGU = National Electric Grid of Uzbekistan, PPA = power purchase 
agreement, Q = quarter, RFP = request for proposal, RFQ = request for qualification. 
a  For the transmission line component where some impacts may occur, commencement of construction in 1.6 shall be done only after LARP has been fully 

implemented and reported. 
Source: Asian Development Bank. 
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III. PROJECT MANAGEMENT ARRANGEMENTS 

A. Project Implementation Organizations: Roles and Responsibilities 

16. The different roles and responsibilities of the parties involved in the management of the 
project are summarized in Table 4.  
 

Table 4: Management Roles and Responsibilities 
Project Implementation 
Organizations Management Roles and Responsibilities 
Executing Agency  
Ministry of Investments and 
Foreign Trade  

• Representative of the Government of Uzbekistan for the provision 
of state guarantees under the Investment Agreement   

• Responsible for the implementation of the unified state 
investment policy; management of promotion of foreign 
investments, above all direct investments; cooperation between 
the government and ADB (ADB governor)  

• Overall coordination of intergovernment agencies 
• Independent obligation to reimburse the LC Issuing Bank for any 

draws on the LC  
Executing Agency  
Ministry of Finance  

• Representative of the Government of Uzbekistan for the provision 
of state guarantees in case that the Government Support 
Agreement is issued instead of the Investment Agreement.  

• Representative of Sovereign Guarantor to the sovereign counter-
guarantee and indemnity given in favor of ADB  

• Responsible for compliance with covenants, representations, and 
warranties under the CGIA 

• Involved in the preparation of ADB-supported PPP solar program 
with MIFT, through the PPPDA, including, among others, in 
relation to the fiscal impact of the transaction and the 
government’s financial obligations 

Ministry of Energy  • Provides policy direction on the sector development, and on 
planning and procurement of power generation capacities 

Implementing Agency  
Joint-Stock Company National 
Electric Grid of Uzbekistan  
(or its successor as 
implementing agency) 

• Wholly owned state transmission company obliged to off-take the 
electricity generated from the project under the PPA and 
Investment Agreement  

• Responsible for ensuring compliance with covenants in favor of 
ADB under the project-related agreements including the PPA, 
Project Agreement, and Cooperation Agreement  

• Responsible for ensuring compliance with financial covenants 
under the Framework Financing Agreement and the Financial 
Management Actions under the FAM  

Private Partner  
 

• The winning bidder of the projects selected by the government 
through a competitive tender 

• Will set up and assign all of its rights and obligations under the 
Investment Agreement (or the Government Support Agreement) 
to the Project Company validly to be established under the Laws 
of Uzbekistan for implementation of the project 

Project Company   
(or Special Purpose Vehicle)   
 

• A project company established by the private partners in 
Uzbekistan following the Laws of Uzbekistan  

• Beneficiary of the guaranteed LC 
• Responsible for the implementation of the project 
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Project Implementation 
Organizations Management Roles and Responsibilities 

• Has the overall responsibility for the project in areas such as 
preparation, design and engineering, procurement, construction, 
operation, and financing of the project; as well as management, 
monitoring, and evaluation of all project implementation aspects, 
including the procurement of goods, services, and works on the 
project 

• The Project Agreement defines the guarantee and other related 
fees payable by the Project Company to ADB. This will require 
compliance with applicable laws and the applicable ADB 
guidelines, and environmental and social safeguard 
requirements. 

LC Issuing Bank  • Beneficiary of ADB’s PCG 
• Selected by NEGU following ADB’s procurement regulations  
• Will provide LC in favor of the Project Company   

Lender • Provides the commercial loan to the Project Company as original 
lender 

ADB • Provides PCG in favor of the LC Issuing Bank to cover the non-
honoring of a sovereign payment obligation to the LC Issuing 
Bank under the Investment Agreement Monitor  

• Reviews overall implementation of the project in consultation with 
the executing agency, including the project implementation 
schedule, actions required in terms of poverty reduction, 
environmental impacts, and resettlement plans, as applicable; 
timeliness of budgetary allocations and counterpart funding; 
project expenditures; statement of expenditure, when applicable; 
compliance with particular loan, PCG, and CGIA covenants; and 
the likelihood of attaining the project’s immediate development 
objectives. 

• Monitors guarantee fee payments by the project company 
• Demands for LC drawdown from the project company and notices 

from NEGU (or its successor), particularly notices for disputed 
payments 

• Processes any claims made by the LC Issuing bank 
• Exercise ADB’s rights under the CGIA, as needed  
 

ADB = Asian Development Bank, CGIA = counter-guarantee and indemnity agreement, FAM = facility administration 
manual, LC = letter of credit, MIFT = Ministry of Investments and Foreign Trade, MOF = Ministry of Finance, NEGU = 
National Electric Grid of Uzbekistan, PCG = partial credit guarantee, PPA = power purchase agreement, PPP = public–
private partnership, PPPDA = Public–Private Partnership Development Agency, SPV = special purpose vehicle.  
Source: Asian Development Bank. 

 
B. Key Persons Involved in the Implementation  

Executing Agency   
Ministry of Finance Officer's Name  Nadirjan Nuritdinov  

Position Deputy Director of PPP 
Development Agency  

Telephone  +998 (71) 244-56-43 
Email address  NNuritdinov@PPP.mf.uz 
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Ministry of Investments and 
Foreign Trade  

Officer's Name  Shokhrukh Abdukakhkharov  
Position  Head of Power Division  
Telephone  +998 (71) 238-51-77 
Email address  mf206@mift.uz 
 

Implementing Agency 
Joint-Stock Company National 
Electric Grid of Uzbekistan  

Officer's Name  Feruz Kurbanov  
Position  Deputy Chairman 
Telephone  +998-71-236-0890 
Email address  f.qurbonov@uzbekistonmet.uz 
 

Asian Development Bank  
Energy Division Staff Name  Joonho Hwang  

Position   Director, CWEN 
Telephone  +63-2-8632-6387 
Email address  jhwang@adb.org 
    

Guarantees and  
Syndication Unit 

Staff Name  Bart Raemaekers  
Position  Advisor, PSOD and Head,  
   Guarantees and   
   Syndication Unit (OPSD-GSU) 
Telephone  +63-2-8632-6852 
Email address  braemaekers@adb.org 
 

Mission Leader Staff Name  Seung Duck Kim 
Position   Senior Energy Specialist, CWEN 
Telephone  +63-2-8632-5508 
Email address  seungduckkim@adb.org 
 

 Staff Name   Alexander N. Jett 
Position  Senior Investment Specialist  
  (Guarantees),  OPSD-GSU 
Telephone  +63-2-8632-6210 
Email address  ajett@adb.org 
 

Country Director Staff Name   Cynthia Malvicini 
Position  Country Director 
Telephone  +63-2-8632-5508 
Email address  cmalvicini@adb.org 
 

 
C. Project Organization Structure  

17. The projects under the solar program will be developed following an independent power 
producer (IPP) scheme where a private entity will generate electricity for sale to the power off-
taker and recover the operating and investment costs through the electricity tariff. As an IPP will 
design, finance, build, own, operate, and maintain the solar power plants, contracting an IPP 
avoids the financial pressure for the government to construct and own power plants requiring a 
vast outlay of initial capital. In many other countries, IPPs are playing crucial roles in adding power 
generation capacity and providing security of energy supply with well-structured contractual 
arrangements and risks allocation. The project structure is demonstrated in Figure 1. 
  

mailto:jhwang@adb.org
mailto:braemaekers@adb.org
mailto:seungduckkim@adb.org
mailto:ajett@adb.org
mailto:cmalvicini@adb.org
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Figure 1: Project Structure 
 

 
ADB = Asian Development Bank; EPC = engineering, procurement, and construction; JSC = Joint-Stock Company; LC 
= letter of credit; MIFT = Ministry of Investments and Foreign Trade; NEGU = National Electric Grid of Uzbekistan; O&M 
= operation and maintenance; PCG = partial credit guarantee; SPV = special purpose vehicle. 
Source: Asian Development Bank. 
 
18. The “private partner” will be selected by the government through a competitive bidding 
process. As required by the Investment Agreement (or the Government Support Agreement), the 
private partner will incorporate a project company (or special purpose vehicle) in Uzbekistan and, 
through the Project Company, will design, build, finance, own, operate, and maintain the solar 
power plant. The Project Company will be responsible for the overall implementation of the 
project; it will also enter into multiple project-related agreements including:  

 
Power Purchase Agreement: The PPA will be signed by NEGU (as the Purchaser) and will 
contain the following key terms: 
 

• a 25-year supply term from commercial operation date (COD), subject to any 
extensions (or early termination); 

• “take or pay” concept relating to energy generated; 
• “deemed” generation in case of inability of NEGU’s off-take; 
• tariff paid in Uzbek sum fully indexed to the United States (US) dollar; 
• compensation for increased costs resulting from change in law and other political risk 

events; 
• customary performance guarantees by the Seller; 
• optional guaranteed LC liquidity support backed by an ADB PCG; 
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• electrical interconnection facility (EIF), which includes a substation and power 
transmission line, to be constructed by the Seller and transferred to the Purchaser on 
COD; 

• customary termination events, buy-out obligations, and decommissioning or transfer 
of the project to NEGU or the nominee of the Ministry of Investments and Foreign 
Trade (MIFT) against related termination payments from NEGU to the Seller 
(supported by the government under the Investment Agreement); 

• step-in and step-out rights of lenders and right to replace the Seller under a direct 
agreement to be entered into with financiers and NEGU (amongst others); and 

• Uzbekistan governing law and international arbitration under generally accepted rules. 
 

Investment Agreement: The Investment Agreement will be signed by the MIFT on behalf of 
the Government of Uzbekistan and acknowledged by the Ministry of Finance (MOF). The 
government will provide the following undertakings7: 
 

• a grant to the Seller of the rights to undertake the project; 
• a commitment to provide the benefit of the LLA; 
• an undertaking to facilitate the Seller’s application or renewal of licenses; 
• provision of applicable government incentives for the project; 
• support of NEGU’s obligations in relation to the provision of liquidity support, including 

reimbursement of the LC Issuing Bank (if applicable) and guaranteeing termination 
payments under the PPA; 

• consent for waiver of sovereign immunity; and 
• Uzbekistan governing law and international arbitration under generally accepted rules. 

 
Land Lease Agreement: The LLA will be signed by the relevant regional government 
authority. The key terms of the LLA are: 
 

• a grant to the Seller of a long-term lease (30 years, unless terminated early) for the 
land parcel for purposes of the project; 

• term of the lease is longer than the term of the PPA, with ability for the parties to agree 
on an extension; 

• grant to the Seller of exclusive possession and use of site; 
• change in law or increased costs protection if rent exceeds specified amount; 
• customary limited termination events; 
• ability to grant security to lenders, consistent with the Uzbekistan Land Code that 

allows leasehold rights to be pledged in the interest of financers; and 
• Uzbekistan governing law and dispute resolution by Uzbek courts. 

 
Electrical Interconnection Facility Site or Right-of-Way Arrangements: 
 

• It is a PPA requirement that the EIF, which includes a substation and power 
transmission line, be constructed by the Seller and transferred to the Purchaser on 
COD; 

 
7  The Investment Agreement may be substituted by the Government Support Agreement, whose nature is similar to the 

Investment Agreement. In the case of the Government Support Agreement, the Ministry of Finance will be the 
responsible executing agency.  
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• A presidential decree will be issued instructing relevant regional government 
authorities to allocate the relevant land parcels with land lease or use rights for 
purposes of the project; 

• Land Allocation Orders will be issued by the relevant regional government authorities 
to grant the Seller; and 

• Any project activity that may cause involuntary resettlement impacts or loss of 
livelihood will require the preparation and implementation of a land acquisition and 
resettlement plan (LARP) by the Seller following the land acquisition and resettlement 
framework (LARF) for the program; the cost of which shall be paid by the Seller. Such 
is separate from and in addition to the allocation of land lease rights by the Khokimiyat 
of the Surkhandarya Region or measures taken by the government. Full 
implementation of such LARP(s) shall be required prior to starting civil works or 
installation activities in areas or sections with such impacts.   

 
D. ADB Guaranteed Letter of Credit  

19. A standby irrevocable letter of credit (LC) issued in favor of the LC Beneficiary (SPV) by 
the LC Issuing Bank at the request of the LC Applicant (NEGU) to backstop the payment 
obligations of the LC Applicant pursuant to the PPA. Any amounts drawn by the LC Beneficiary 
under the LC are repaid by NEGU or the Government of Uzbekistan to the LC Issuing Bank within 
the LC.  
 
20. ADB will guarantee the repayment to the LC Issuing Bank of the amounts drawn under 
the LC up to the maximum guaranteed amount, in accordance with the ADB Guarantee 
Agreement. Any amounts drawn by the LC Beneficiary (SPV) under the LC that are subsequently 
paid by ADB (as Guarantor under the ADB Guarantee Agreement) to the LC Issuing Bank under 
the ADB Guarantee Agreement would not be reinstated, and any principal amount repaid by ADB 
would be deducted from the maximum LC amount.  
 
21. The maximum amount available for drawing under the LC shall not exceed $10 million. 
The maximum LC amount may be reduced from time to time in accordance with the terms of the 
LC and the ADB Guarantee Agreement. The LC will be valid from the date of the PPA until the 
scheduled maturity date of the senior debt provided by the project financiers. In the event of a 
refinancing, the LC validity period can be extended up to the new scheduled maturity date of 
commercial debt, subject to ADB’s approval, with such approval not to be unreasonably withheld. 
The LC fee will be payable by the LC Beneficiary (SPV) to the LC Issuing Bank. The level of LC 
fees has to be acceptable to the LC Applicant and ADB.  

 
E. Letter of Credit Reimbursement  

22. Following a draw under the LC by the LC Beneficiary (SPV), the amount drawn becomes 
a loan from the LC Issuing Bank to the LC Applicant. The LC Applicant would be obligated to 
repay the LC Issuing Bank such LC loan, together with accrued interest thereon, within a period 
of 12 months (the LC reimbursement period) from the date of each draw (loan), pursuant to the 
Reimbursement and Credit Agreement (RCA). Figure 2 illustrates the structure of the proposed 
guaranteed LC and the fund flow arrangements.  
 
23. In the event of a timely repayment of the LC loan, the LC will be reinstated by the amount 
of such repayment. In the event of a nonpayment of the LC loan by the due date, the LC Issuing 
Bank would have the right to call on the guarantee for principal amounts plus accrued interest 
due by the LC Applicant under this RCA. The LC Issuing Bank is entitled to charge an appropriate 
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spread above the London Interbank Offered Rate (LIBOR) acceptable to the LC Issuing Bank, 
the LC Applicant (NEGU), and the Government of Uzbekistan, and agreed by ADB (as Guarantor 
under the ADB Guarantee Agreement). The maturity of the selected LIBOR base rate should 
ideally be 1 month.  

 
Figure 2: Proposed Guaranteed Letter of Credit Working Mechanism and Fund Flow 

Arrangements 
 

 
 
JSC = Joint-Stock Company, LC = letter of credit, MIFT = Ministry of Investments and Foreign Trade, MOF = Ministry 
of Finance, NEGU = National Electric Grid of Uzbekistan, SPV = special purpose vehicle.  
Source: Asian Development Bank. 

F. ADB Partial Credit Guarantee  

24. ADB (as Guarantor) will guarantee the payment obligations of the LC Applicant under the 
RCA to the extent that (i) the said obligations result from a conforming demand under the LC, and 
(ii) the LC Applicant has failed to repay the LC Issuing Bank in accordance with the RCA, and (iii) 
in the case that the Government of Uzbekistan or another party designated by the Government 
of Uzbekistan has not stepped in to top up the LC Issuing Bank pursuant to the terms of the 
Investment Agreement or the Government Support Agreement. This means that, if the amount 
remains unpaid after the expiry of the LC reimbursement period, the LC issuing Bank would have 
the right to call on the guarantee for the principal amount (equal to the amount drawn under the 
LC) plus accrued (guaranteed) interest due from the LC Applicant.  
 
25. Maximum guaranteed amount is the maximum guaranteed principal plus accrued interest 
thereon in accordance with the RCA. ADB (as Guarantor) may cover compound interest, but ADB 
will not cover penalty interest, default interest, breakage costs or charges of a similar nature. The 
maximum guaranteed principal is the guarantee face value. Any principal amount paid by ADB 
(as Guarantor) to the LC Issuing Bank under the ADB Guarantee Agreement would be deducted 
from the maximum guaranteed principal, and those amounts would not be reinstated. 
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G. Government’s Counter-Guarantee and Indemnity  

26. The Government of Uzbekistan will reimburse and indemnify ADB on demand, or as ADB 
may otherwise direct, for all payments under the guarantee and all liabilities, claims, losses, 
damages, costs, fees, and expenses suffered or incurred by ADB relating to or arising from the 
guarantee. ADB’s sovereign loan equivalence terms and conditions will be applied.  
 
H. Guarantee Fees  

27. The LC Beneficiary will represent, among other standard and project-specific provisions, 
as of the effective date, that (i) it is in compliance with applicable environmental laws and the 
applicable ADB policies and procedures, including environmental and social safeguard 
requirements; and (ii) neither it (nor its direct and indirect shareholders and any other relevant 
project participants, as determined by ADB), nor any of its affiliates has engaged in any 
sanctionable practices in connection with the project, or financing of terrorism, and is not the 
subject of United Nations.  
 
28. The LC Beneficiary (the Project Company) will be obliged to pay fees to ADB under the 
Project Agreement. However, if the LC Beneficiary fails to pay any installment of the fees due to 
ADB in full or when due, the Government of Uzbekistan can elect to pay the unpaid amount of 
the fees and seek reimbursement from the LC Beneficiary.  
 
29. The indicative fees payable by the LC Beneficiary to ADB include:  
 

• Initiation fee for ADB processing of the transaction 
 

• Front end fee: one-time fee based on the Guarantee Face Value  
 

• Commitment fee: charged periodically and applied to that portion of the Maximum 
Guaranteed Principal (i.e. the amount that ADB has contractually committed and for which 
ADB does not yet have financial exposure under the Guarantee.) The ADB commitment 
fee is normally charged semiannually and accrues sixty (60) days after the date of signing 
of the agreement providing for ADB’s Guarantee. The Commitment Fee must be paid in 
advance on regular payment dates.  

 
• Guarantee fee: The ADB Guarantee Fee is charged on that portion of the guaranteed 

amount that ADB has contractually committed and for which ADB has financial exposure 
under the Guarantee. The Guarantee Fee must be paid in advance semiannually on 
regular payment dates. The Guarantee will terminate in the event of nonpayment of any 
installment of the Guarantee Fee. Maturity premiums to the guarantee fee of 50 bps are 
applied according to ADB’s sovereign lending policies.8  

  

 
8  Asian Development Bank. Public Sector (Sovereign) Financing. 

https://www.adb.org/what-we-do/public-sector-financing/lending-policies-rates
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Figure 3: Contractual Structure of the Partial Credit Guarantee 
 

 
ADB = Asian Development Bank, JSC = Joint-Stock Company, LC = letter of credit, NEGU = National Electric Grid of 
Uzbekistan, PPA = power purchase agreement. 
Source: Asian Development Bank. 

 
 

IV. COSTS AND FINANCING 

A. Cost Estimates Preparation and Revisions  

30. ADB’s partial credit guarantee (PCG) is an instrument intended to facilitate commercial 
financing by reducing, eliminating, and/or better allocating a range of risks facing project 
developers and their commercial lenders. In this project, ADB does not provide direct financing 
for the project, and it is the responsibility of the private partner and the Project Company to raise 
financing for the expenses of the project. The cost incurred by ADB’s PCG is estimated by the 
maximum guarantee amount and related fees.  
 
B. Key Assumptions 

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

(i) exchange rate: SUM10,523 = $1.00 (as of 1 May 2021); and 
(ii) price contingencies based on expected cumulative inflation over the 

implementation period are presented in Table 5. 
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Table 5: Escalation Rates for Price Contingency Calculation 
(%) 

Item 2020 2021 2022 2023 2024 Average 
Foreign rate of price inflation (0.5) 1.6 1.7 1.7 1.8 1.3 
Domestic rate of price inflation 13.0 10.0 9.0 6.0 7.0 9.0 

Source: Asian Development Bank.
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C. Detailed Cost Estimates for Investment Program  

32. Table 6 presents the solar PPP investment program’s detailed cost estimates. 
 

Table 6: Detailed Cost Estimates for Investment Program 
($ million) 

                  
    Project 1 Project 2 Project 3 Project 4 

Total  Item  2021 2022 2023 2024 
A.  Base Costa 

     

 1 Turnkey Contracts 234.6 178.1 178.1 178.1 768.9 
  a. Solar photovoltaic plant  209.2  178.1    178.1    178.1   743.5 
  b. Transmission  25.4  -    -    -   25.4 
 2 Resettlementb  - - - - - 
 3 Project Management / Development Cost   15.3 10.4 10.4 10.4 46.5 
 4 Taxes and Duties 37.5 26.8 26.8 26.8 117.9 
 Subtotal (A): (1 + 2 + 3 + 4) 287.4 215.3 215.3 215.3 933.3  

B. Contingenciesc 
  

   
 1 Physical 11.8  9.0    9.0    9.0   38.8 

 2 Price 8.5  6.5    6.5    6.5   28.0 
 Subtotal (B) 20.3  15.5   15.5  15.5    66.8   

C. Financing Charges during Implementationd 
  

   
 1 Financing Charges  9.6 8.5   8.5   8.5   35.1 

 2 Initial Working Capital / Reserve Accounts  12.7 10.7 10.7 10.7 44.8 
 Subtotal (C) 22.3 19.2 19.2 19.2 79.9 

  Total (A+B+C) 330.0 250.0 250.0 250.0 1,080.0 
a  In May 2021 prices. Prices are based on estimates, and actual costs will be subject to the bidder’s proposal.    
b  Resettlement cost will be borne by the project company.    
c  Physical contingencies are computed at 5% for equipment. Price contingencies are computed at 1.3% on foreign exchange costs and 9.0% on local currency 

costs; includes provision for potential exchange rate fluctuation under the assumption of a purchasing power parity exchange rate. 
d  Based on prevailing commercial lending rates for similar project-financed solar projects in Uzbekistan.   
Source: Asian Development Bank estimates.  
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D. Allocation and Withdrawal of Loan and/or Grant Proceeds  

33. Not applicable. 
 
 
E. Detailed Cost Estimates by Financier 

34. Not applicable. 
 
 
F. Detailed Cost Estimates by Outputs and/or Components  

35. Not applicable. 
 
 
G. Detailed Cost Estimates by Year  

36. Not applicable.  
 
 
H. Contract and Disbursement S-Curve  

37. Not applicable. 
 
 
I. Fund Flow Diagram 

38. ADB’s PCG is intended to backstop NEGU’s monthly payment obligation by guaranteeing 
a letter of credit (LC), which allows the Seller to draw down in case of nonpayment by the 
Purchaser. The LC will cover 3 months of estimated tariff payments. The fund flow mechanism of 
the PCG is demonstrated in Figure 2 (page 12, under section III. Project Management 
Arrangement), subsection E. Letter of Credit Reimbursement). 
 

• If NEGU defaults on a monthly tariff payment obligation under the PPA, the guaranteed 
LC pays an advance on behalf of NEGU. 

 
• The advance will be converted into an interest-bearing loan and the LC Issuing Bank will 

then seek reimbursement from NEGU. A reimbursement period of 12 months commences 
(for each advance). If the government or NEGU pays within the reimbursement period (12 
months), then the LC is reinstated, and no further action is taken. 

 
• If NEGU or the government does not pay within reimbursement period (12 months), then 

ADB pays the LC Issuing Bank under the PCG.  
 

• ADB triggers the counter-guarantee and indemnity and discusses remedies with the 
government. ADB has the right to cross-default the government’s sovereign loan portfolio 
under the Counter-Guarantee and Indemnity Agreement. 
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V. FINANCIAL MANAGEMENT 

A. Financial Management Assessment 

39. The financial management assessment (FMA) of Joint-Stock Company National Electric 
Grid of Uzbekistan (NEGU) was conducted in February 2021 in accordance with ADB’s 
Guidelines for the Financial Management and Analysis of Projects and the Financial Due 
Diligence: A Methodology Note. The FMA considered the capacity of the Ministry of Energy 
(MOE), Ministry of Finance (MOF), Ministry of Investments and Foreign Trade (MIFT), and NEGU, 
including their staffing, accounting, and financial reporting systems; financial information systems; 
and internal and external auditing arrangements. Based on the assessment, the key financial 
management risks are identified. It is concluded that the overall pre-mitigation financial 
management risk of NEGU is substantial. The MIFT and NEGU have agreed to implement an 
action plan as key measures to address the deficiencies. The financial management action plan 
is provided in Table 8 on page 26. 
 

1. Accounting and Auditing in Uzbekistan 

40. Joint stock companies (JSCs) in Uzbekistan are required to prepare consolidated 
accounting and financial reporting following the National Accounting Standards (NAS) on accrual 
accounting. Financial statements are prepared on a quarterly and annual basis, consistent with 
NAS and statutory reporting standards of the MOF. Presidential Decree No. 4720 of 24 April 2015 
required that during the period to 2018, all JSC in Uzbekistan would publish its annual financial 
statements and conduct its external audit in accordance with International Financial Reporting 
Standards (IFRS) and International Standards on Auditing (ISA).9 
 
41. Progress in meeting the requirements in Presidential Decree No. 4720 has been slow. To 
speed up the transition to the IFRS, Presidential Resolution No. PP-4611 was issued on 24 
February 2020. This requires all JSCs, commercial banks, insurance companies, organizations, 
and legal entities classified as major taxpayers to prepare financial statements using the IFRS 
from 1 January 2021, except for entities (like JSCs) where an earlier date is already specified. 
The resolution also exempts businesses that comply with the IFRS on a voluntary basis from 
presenting financial statements under the NAS. A key aim of the resolution is to gradually migrate 
from the NAS to the IFRS, with training programs tailored accordingly, with requirements on 
training institutions to have teaching exclusively provided by trainers qualified in the IFRS.  

 
42. The level of knowledge of international accounting and auditing standards within the 
private and public sectors in Uzbekistan is still relatively low, and it is a key gap that Presidential 
Resolution No. PP-4611 aims to bridge. However, accountants are considered knowledgeable 
about the NAS. Although the NAS was originally based on international standards, the statutory 
accounting framework differs substantially from the IFRS, including accounting for and disclosure 
of financial instruments, impairment of assets, investments in subsidiaries, associates and joint 
ventures, and deferred tax. A key practical difference between the two systems of accounts is the 
need for asset revaluations to be undertaken to enable the IFRS to be fully introduced. 

 
43. The National Standards of Auditing (NSA) have traditionally served as the auditing 
standards applicable in Uzbekistan. A key difference between the NSA and the ISA is the process 
by which costs are confirmed, with the ISA requiring greater rigor, e.g., in confirming third-party 

 
9  Government of Uzbekistan. 2015. Presidential Decree No. 4720 on Measures to Introduce Modern Methods of 

Corporate Governance in Joint-Stock Companies. Tashkent. 24 April. 

https://www.adb.org/documents/financial-management-and-analysis-projects
https://www.adb.org/documents/financial-due-diligence-methodology-note
https://www.adb.org/documents/financial-due-diligence-methodology-note
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data and validating receivables and payables from more than one source. Moreover, the focus of 
the NSA has traditionally been on taxation liabilities, with less emphasis given to the data needs 
for corporate management. Presidential Decree No. 4720 first required that financial audits for 
JSCs be based on the ISA. Presidential Resolution No. PP-3946 of 19 September 2018 stipulated 
that, from 1 January 2020, all financial audits will be conducted based on the ISA.10 In addition, 
Presidential Resolution No. PP-3946 requires mandatory external quality assurance reviews to 
be conducted by the MOF, and mandatory membership in and licensing of auditors by an 
accredited professional organization.11  
 
44. Presidential Resolution No. PP-3946 includes an action plan for enhancing the quality of 
auditing, while Presidential Resolution No. PP-4611 provides for increased training to be provided 
on the ISA by qualified teachers. The government’s aim is that, over time, auditing standards will 
move exclusively to the ISA, consistent with the shift towards the IFRS-based accounting.  
 

2. Corporate Governance 

a. Regulatory Environment  

45. The regulatory environment in the electricity sector has undergone significant changes in 
recent years. The MOE was created in February 2019 and is tasked to be the single economic 
and technical regulator of the energy sector in Uzbekistan, to improve tariff policy stimulating a 
favorable competitive and business environment, and to increase the investment attractiveness 
of the energy sector. The MOF has traditionally had a price-setting role, which has evolved to 
involve other government entities. Cabinet of Ministers Resolution No. 310 of 13 April 2019 
created the Interministerial Tariff Committee, which is tasked to set tariffs across the energy sector 
consistent with reform objectives. The resolution vests the Chair of the Committee in the Minister 
of Economic Development and Poverty Reduction.  
 
46. The payment mechanism for the purchase and sale of electricity amongst the various 
unbundled entities is determined by Protocol No 5, issued by the Interministerial  Tariff Committee 
on 29 July 2020. The Interministerial Tariff Committee was set up to regulate tariffs, prices or 
mark-ups for goods and services, including electricity, heat, power, gas, and coal in the energy 
sector. The responsibility of implementation of the Protocol has been placed on the deputy prime 
minister of the MOF. Annex 2 of the Protocol stipulates a tariff or price that each of the entities in 
the electricity sector can charge. Annex 4 sets out the procedure for the allocation of funds 
transferred from consumers and wholesale resellers of electricity and other forms of energy. Two 
sub-annexes stipulate the cash allocation between the 14 distribution companies, JSC regional 
electric networks (RENs), NEGU, the 10 thermal power generation companies, JSC thermal 
power plants (TPPs), and JSC Uzbekhydroenergo. The Central Bank has been directed to 
supervise the commercial banks' activities to ensure that the distribution of funds is made in 
accordance with the Protocol.  
 
47. The workings of the Protocol mean that NEGU’s revenue involves earning a margin 
between what it pays for generation and the price paid by the distribution companies. The Protocol 

 
10  Government of Uzbekistan. 2018. Presidential Resolution No. PP-3946 on Measures for the Further Development 

of Auditing Activities in the Republic of Uzbekistan. Tashkent. 19 September. 
11 Presidential Resolution No. PP-3946 also highlighted several difficulties for auditing in Uzbekistan, including a low 

level of trust in audit organizations; potential unfair competition affecting the quality of audit services; limited training 
in accordance with the ISA; no effective external quality control system for the work of audit organizations; and 
incomplete compliance of the NSA with the generally accepted ISA, which impacts on the ability for foreign investors 
to understand domestic financial statements. 
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also develops a cash allocation approach that specifies the proportion of revenue collected by the 
distribution companies that should be distributed to the various sector participants. In principle, 
the cash allocation proportions reflect the revenue required by each participant. However, where 
collections are below those assumed in tariff setting, as has arisen in 2020, the cash transferred 
to each sector participant is insufficient to meet the required revenue. The sharing of the total 
revenues recovered by the distribution sector on a percentage basis runs counter to sound 
commercial principles and is not sustainable. A move towards a revenue requirement 
methodology, and with NEGU focused on transmission services than being also a single buyer 
providing wholesale services, will promote sustainability and financial performance.  
 

b. Joint-Stock Company National Electric Grid of Uzbekistan  

48. NEGU was created through Presidential Decree No. 4249 of 27 March 2019, which 
reformed the electricity sector through the structural separation of JSC Uzbekenergo. This decree 
created NEGU as a JSC fully owned by the State Asset Management Agency (SAMA). The SAMA 
was created in January 2019 and is responsible for developing and maintaining a unified policy 
on the management of state assets. It exercises the rights of a shareholder in state-owned entities 
where shares are transferred to it, including the development of corporate governance practices. 
It is also tasked to be involved in privatization activities, leasing of state assets, and promoting 
efficiency in the operation of facilities.  
 
49. NEGU is also responsible for the development of the main high-voltage 220 kV and above 
electrical networks of the country, interstate transit of energy, export and import of electric energy, 
interaction with the electric power systems of neighboring states, as well as integrating plants 
developed with the participation of private capital in its dispatch and single buyer functions.  
 
50. At present, NEGU implements several investment projects originally assigned to JSC 
Uzbekenergo and funded by loans and credits, including from the International Bank for 
Reconstruction and Development, the European Bank for Reconstruction and Development, and 
ADB.12  
 
51. Presidential Decree No. 4720 of 24 April 2015 recommended the introduction of a 
Corporate Governance Code by all JSCs. Implementation is voluntary, leaving the onus on the 
JSCs to demonstrate their commitment to honest and transparent conduct of business. NEGU 
has adopted this Code, which is approved by its Board. As part of its adoption, NEGU has 
developed procedures for interacting with its main shareholder (SAMA). A Code of Ethics is also 
in place, which is approved by Management. 

 
3. Staffing 

52. There are 16 staff in the accounting department within the central office of NEGU. The 
department reports directly to the chairman and is headed by the chief accountant, supported by 
two deputy chief accountants, one lead accountant, eight accountants and one cashier. In 
addition, there is a three-person unit devoted to the IFRS accounting, whose head reports to the 
chief accountant. The head of the IFRS unit was previously responsible for the IFRS at JSC 
Uzbekenergo, and is supported by two accountants, who had no previous experience in the IFRS 
before joining NEGU but are receiving on-the-job and formal training in IFRS under the support 
provided to NEGU by the World Bank.  

 
12 ADB. 2015. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic 

of Uzbekistan for the Northwest Region Power Transmission Line Project. Manila. 

https://www.adb.org/sites/default/files/project-document/174299/47296-001-rrp.pdf
https://www.adb.org/sites/default/files/project-document/174299/47296-001-rrp.pdf
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53. The department is sufficiently staffed and trained to meet the requirements under the NAS, 
with a deputy chief accountant recently appointed to fill the sole vacancy in the department. A key 
constraint to NEGU’s performance is the limited local experience in the IFRS, though the solid 
base in the NAS is important given that the IFRS statements are largely developed by 
transforming data used in the NAS. The creation of the IFRS group and the support of external 
consultants are bridging the IFRS expertise gap, notably in the development of the opening 
balance for 1 January 2020 under the IFRS. However, the size of the IFRS unit is still relatively 
small to meet the IFRS reporting requirements, especially as there is limited knowledge on the 
IFRS outside this unit. To help address the skills gap, NEGU staff is undergoing training on the 
IFRS in conjunction with the World Bank. Courses (1–2 weeks) are planned in late 2020 for staff 
in the accounting department (including the IFRS unit), finance department, and regional 
branches.  
 
54. NEGU currently has a project management unit (PMU) for the Northwest transmission 
project. As procurement under this project is due to finalize in mid-2021, the PMU will stay to 
cover the proposed program, with many staff continuing in their roles. The existing PMU has an 
experienced financial management specialist, who is expected to continue in the new PMU, while 
NEGU advises that there will be a need to recruit an accountant. The existing PMU has gradually 
developed its capacity to manage disbursements under ADB requirements, partly due to the 
ongoing training being provided by ADB. Additional training will be needed in the move to using 
ADB’s Client Portal for Disbursements.  
 

4. Accounting Policies and Processes 

55. Accounting and financial reporting is conducted on an accrual basis following the NAS 
and the IFRS. A standard chart of accounts with 4-digit codes is in place for the NAS. Accounts 
are prepared on an annual and quarterly basis under the NAS. An opening balance sheet for 1 
January 2020 has been prepared under the IFRS, allowing for the IFRS reports to be developed 
on a quarterly and annual basis from 2020. A chart of accounts is not essential for the IFRS, but 
a mapping from the NAS chart is undertaken to create accounts under the IFRS. NEGU is looking 
at developing a module in 1C Enterprise to partly prepare the IFRS data using the NAS figures. 
Data from the 1C accounting system can also be extracted and re-specified to meet all ADB 
project reporting requirements.  
 
56. NEGU currently uses the accounting policies and procedures developed for JSC 
Uzbekenergo, which are designed for the NAS. From 2021, NEGU is planning to prepare its policy 
and procedures for the IFRS. Changes may be made to the current NAS-based manual as 
appropriate, based on changes in the NAS. Any changes to the accounting policy have to be 
signed off by the chairman. A weakness in current reporting arrangements is a lack of segment 
reporting and management accounting, both of which are necessary to understand the different 
business activities performed by NEGU and support business transformation. 

 
57. Retention policy under the NAS is compliant with ADB requirements, with most records 
retained for at least 5 years. All accounting and supporting documents are stored in the 1C 
system, which allows authorized users to easily access them. Invoicing processes are online 
reflecting Tax Office requirements, which facilitates the checking process. Bank accounts can be 
reconciled daily, thanks to the integrated nature of the 1C software used that links to online 
banking. The asset register is updated monthly in the 1C system. Ownership is recorded, while a 
separate register is kept of pledged assets. Assets are not insured. 
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5. Budgeting and Investment Planning 

58. The key budgeting and planning document is NEGU’s Business Plan, which determines 
NEGU’s investment and expenditure needs, including those of the 14 regional offices. The 
preparation of the business plan is managed by the economic and financial department of NEGU. 
According to the Law on Shareholders' Rights (LRU 370 of 6 May 2014), the business plan should 
be prepared and submitted for the approval of the Supervisory Board by 1 December of the prior 
year. There is no requirement to submit the business plan to the MOF. The business plan has a 
1-year focus. Under the Corporate Code, JSCs are to develop a medium-term plan (5 years), 
though NEGU has no immediate plans to develop medium-term financial planning. 
 
59. Key components of the existing annual business plan are the investment plan, production 
and consumption plan, and financial plan. Information related to all new capital expenditure 
(investment plans) is sent to the MIFT, which incorporates approved projects within a government 
decree. Forecasts for production and consumption are developed in cooperation with JSC TPPs, 
JSC RENs, and JSC Uzbekhydroenergo. The draft electricity balance for the following year is 
submitted by 10 October to the MOE for approval. Other information is collated from units within 
NEGU on operating and purchase costs and loan-servicing-related expenses. In the plan, 
operating and purchase costs are broken down by constituent components, including fuels and 
lubricants (own use), purchased electricity (as a single buyer), maintenance, depreciation, wages, 
other production costs, finance costs, and taxes.  
 
60. The economic and financial division is responsible for monitoring expenditure against the 
plan. The main monitoring against the business plan is the variance report prepared for the annual 
shareholders’ meeting. Reporting within the year is still ad-hoc in nature. As of November 2020, 
an end-of-third-quarter reconciliation is being undertaken due to the lower expenditure arising 
from the coronavirus disease (COVID-19) pandemic, but this is not part of a regular 3-monthly 
cycle. Pre-approval of expenditure is not required for exceeding plan limits in any expenditure 
category. In general, if the expenditure is higher than that specified in the plan, other expenditures 
are reduced to maintain the overall cap. This reallocation occurs without any formal process, 
which is an important weakness in the monitoring framework.  
 

6. Internal Audit 

61. As of January 2007, Uzbekistan law requires that internal audit units be established in the 
JSCs, with assets valued at more than SUM1.0 billion. Internal auditors are required to possess 
appropriate certificates of experience and training as prescribed by the MOF. The role of the 
internal audit group in supporting corporate governance in Uzbekistan is supplemented by the 
work of the Commission on Audit (COA), which audits government entities and state-owned 
enterprises. Based on its audit, the COA will provide an “observation letter” that highlights any 
observed weaknesses in accounting and internal control as well as procurement and financial 
reporting to the Supervisory Board and the MOF. Unresolved issues are reported to the Prime 
Minister’s Office. 
 
62. An internal audit unit is included in the organizational structure of NEGU, with three part-
time roles specified. The unit reports directly to, and gets its work program from, NEGU’s 
Supervisory Board. The annual workplan includes predominately fixed but also sporadic 
assignments as well as projects financed by international financial institutions. Until recently, 
NEGU’s internal audit team consisted of two people employed part-time. However, the two staff 
have recently left their roles leaving the internal audit unit inoperable. NEGU is currently in the 
process of hiring staff for all three vacant roles. The lack of a working unit is a critical weakness. 
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In addition, there is no audit committee within the Supervisory Board in NEGU to which the internal 
audit unit should report.  
 
63. Filling the vacant positions quickly and with experienced staff is essential. Once in place, 
as a minimum, training on the IFRS and in ADB procedures will be critical to facilitate the work of 
the internal audit team. A key constraint to effective performance, and one that is common to 
internal audit units in JSCs in Uzbekistan, is that internal audit staff are part-time, employed on a 
contract basis, and need to supplement their income with other work due to the salaries being 
below-market rates. In general, a major upgrade in the internal audit function, encompassing 
training, market-based salaries, and a clear commitment to its role is required to support business 
modernization. 
 

7. External Audit 

64. NEGU appointed a local audit firm to prepare the audit of NEGU’s financial statements for 
the second half of 2019 under the NAS and the National Standards of Auditing (NSA). No delays 
in the audit were identified. NEGU has appointed Ernst & Young for fiscal years (FYs) 2020 and 
2021 for the audit under the ISA of annual financial statements prepared under the IFRS. 
Reflecting that the accounts under the IFRS will be modified from the financial statements 
developed under the NAS, the external auditor appointed under the IFRS will provide a statement 
on the transformation process, as well as the opening balance sheet that has already been 
prepared under the IFRS. For FY2021, harmonization in the NSA and the ISA is envisaged.  

 
65. The auditors for the NAS are selected through a competitive process from a list of firms 
approved by the SAMA and the MOF. At the annual shareholders’ meeting, a firm is appointed 
for the following year. The World Bank is currently preparing terms of reference for the 
appointment of an external audit company for the IFRS, who also should be appointed at the 
annual shareholders’ meeting. Project auditors are appointed in separate processes. The existing 
project auditor for the Northwest transmission project has experience in loan financing with ADB 
and similar organizations. 
 

8. Information Systems 

66. Within NEGU, the accounting software 1C Enterprise is applied as the basis for accounting 
information. The 1C software is customized and integrated across the entity and used by all 
headquarter’s departments and field units through modules. The 1C system enables the 
accounting department to respond to operational and project-related queries associated to 
specific accounts, record transactions in the reporting period, and generate financial reports for 
both external and internal users. However, because an integrated enterprise resource planning 
or integrated financial management information system is not in place, management accounting 
reports are prepared partly manually using spreadsheets from data provided by the 1C system. 
 
67. There is adequate experience within NEGU on the 1C system. Responsibility for backup 
and storage is outsourced to a private information technology company. An important limitation 
of the 1C system is that it does not allow for the monitoring of physical aspects of project progress. 
However, the latter issue will be addressed through a project financed by the World Bank to 
introduce an enterprise resource planning system in NEGU. 
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9. Financial Management Risks and Mitigation  

68. Financial management risks are evident in NEGU, where specific intervention is 
warranted. 
 
69. While the PMU staff have experience in managing ADB procedures, further improvements 
in the quality of reporting is required. ADB training to the PMU should continue to enhance 
capacity in procurement, finance, and contract management issues associated with 
internationally financed projects, and in ADB procedures, especially in the move to using the 
ADB’s Client Portal for Disbursement. 
 
70. NEGU has existing plans to facilitate the introduction of the IFRS accounting and the 
spread of the ISA. Significant hands-on training and support are still needed, both for staff in the 
IFRS unit and to enable accountants that are currently focusing on a statement prepared under 
the NAS to gain the necessary exposure in the IFRS. It is also critical that NEGU develops its 
IFRS accounting policies and procedures as proposed.  

 
71. There is an urgent need to populate the internal audit unit and strengthen its role to support 
business modernization. Terms and conditions of employment should be reviewed to promote the 
use of full-time staff paid at market-based rates. Training on internal auditing and risk 
management is also important for recruited staff to ensure that the internal audit role is highly 
proactive, understood by management, and reflects accounting trends towards the IFRS. 

 
72. Budget monitoring is focused on the annual shareholder meeting, with an urgent need for 
enhanced in-year monitoring and regular management reporting, together with control procedures 
for spending above business plan allocations. NEGU needs to develop medium-term forecasting 
capability, which is especially critical given the uncertainty over its regulatory model, the 
requirements of the Corporate Code, and the expectations that a multi-year tariff methodology 
may be introduced from 2023. At the same time, supportive risk management procedures and 
processes should be implemented. 

 
73. The FMA has considered two types of risks: (i) inherent risks, i.e., risks outside the direct 
control of the entity’s financial management; and (ii) control risks, i.e., risks concerning the internal 
functioning and control of the entity’s accounts division and related financial divisions. The key 
risks are summarized in Table 7.  
 

Table 7: Financial Management Internal Control and Risk Assessment 

Risk Description 
Risk 

Assessment 
Mitigation Measure or 

Risk Management Plan 
Inherent Risk 
I. Country Specific 
 Public sector audit function is not 

fully independent and is still not 
performed in compliance with 
international standards of audit 
for supreme audit institutions.  

 

Substantial The new PFM reforms package aims to improve 
the tax administration, introduce a medium-term 
budget framework, establish international public 
sector accounting and audit standards, and 
strengthen external audit. 

ADB and the World Bank will assist in this 
transition by providing policy advice, investments 
and capacity development in three strategic areas: 
(i) supporting private sector development, (ii) 
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Risk Description 
Risk 

Assessment 
Mitigation Measure or 

Risk Management Plan 
reducing economic and social disparities, and (iii) 
promoting regional cooperation and integration. 

II. Entity Specific 
1. JSC NEGU is still in the process 

of becoming functional as an 
independent entity following the 
unbundling of JSC Uzbekenergo. 
It inherits from JSC Uzbekenergo 
several significant corporate 
governance weaknesses. 

Substantial NEGU is receiving support from the World Bank. 
Further support is required to address gaps in 
corporate governance, including the creation of an 
Audit Committee and an Action Plan to improve 
executive management. 

 Overall Inherent Risk Substantial  

Control Risk – NEGU 
I. Funds Flow 
2. Funds flow will essentially remain 

the same as the existing 
Northwest transmission project. 

Moderate Capacity of PMU needs to be strengthened further, 
including through continued training and 
recruitment of an accountant for the project. 

II. Staffing 
3. Limited knowledge in the IFRS is 

impeding the required 
implementation of credible 
accounts under the IFRS. 

Substantial NEGU is receiving support from the World Bank to 
enhance skills of the dedicated IFRS unit, and the 
accounting and finance staff in the IFRS.  

III. Accounting Policy and Procedures 
4. Accounting policies, procedures, 

and systems are taken from 
those of JSC Uzbekenergo.  

Lack of segment reporting and 
management accounting. 

Lack of asset insurance. 

Substantial NEGU is developing an IFRS policy and 
procedures with World Bank support. 

The NAS policy should be adopted to reflect the 
new organization and the needs of the regulatory 
environment. 

Segment reporting should be introduced and 
management accounts developed. 

NEGU should insure its assets. 

IV. Internal Audit 
5. In-operating Internal Audit 

function  
Substantial NEGU should recruit new internal audit staff as a 

matter of urgency. There is need to ensure that 
appropriate staff remuneration and training are 
provided, with focus on the IFRS and ADB 
procedures. 

An Audit Committee within NEGU’s Supervisory 
Board should be created. 

V. External Audit 
6. External audit not yet performed 

under the ISA. 
Low Presidential Resolution No. PP-3946 of 19 

September 2018 stipulated that, from 1 January 
2020, all financial audits will be conducted based 
on the ISA. In addition, Resolution No. PP-3946 
requires the (i) mandatory external quality 
assurance reviews to be conducted by the MOF, 
and (ii) mandatory membership in and licensing of 
auditors by accredited professional organization. 

VI. Reporting and Monitoring 
7. Absence of regular monitoring of 

its business plan, lack of controls 
over exceeding plan allocations, 
and absence of medium-term 

Substantial Detailed budget monitoring and control procedures 
should be developed, including for capital projects. 
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Risk Description 
Risk 

Assessment 
Mitigation Measure or 

Risk Management Plan 
forecasting and risk management 
capacity  

Capacities for medium-term forecasting of capital 
and operating expenditures and financial planning 
should be developed.  

VII. Information Systems 
8. Absence of automated and 

regularly updated performance 
data is restricting the quality of 
information provided to 
management. 

Moderate The rollout of an integrated financial management 
information system will address this issue, but only 
in the medium-term. There is need to ensure that 
the ERP system to be implemented with World 
Bank support facilitates improved financial 
reporting. 

 Overall Control Risk Substantial  
Overall Pre-Mitigated FM Risk 
Assessment 

Substantial The implementation of mitigation actions as 
proposed may reduce to risk to moderate. 

ADB = Asian Development Bank, ERP = enterprise resource planning, IFRS = International Financial Reporting 
Standards, ISA = International Standards on Auditing, JSC = Joint-Stock Company, MOF = Ministry of Finance, NAS 
= National Accounting Standards, NEGU = National Electric Grid of Uzbekistan, PFM = public financial management, 
PMU = project management unit. 
Source: Asian Development Bank. 
 

10. Action Plan 

74. The development of an Action Plan reflecting the above considerations needs to be 
cognizant of the broader reforms required of NEGU, including the need for regulatory reform to 
support its independence and the sustainability of its transmission business. Based on this 
assessment, Table 8 presents the Action Plan to improve the financial management capacity in 
NEGU. 
 

Table 8: Financial Management Action Plan 
No. Weakness Mitigating Action Responsibility Target Date 
1 Gaps in corporate 

governance 
Preparation of the scope, and 
subsequent formation of an Audit 
Committee to report to the 
Supervisory Board (as required under 
the Corporate Governance Code), 
and a risk management working 
group 
 
Initially one committee can perform 
the key assigned functions 
monitoring governance, and 
managing risk and the control 
environment in the company. 

NEGU Transitional committee 
to be set up by 
December 2021 
 
Full Audit Commission, 
incorporating 
independent members, 
to be set up by 
December 2022 

2 Limited forecasting 
and planning 
procedures 

Development of annual medium-term 
business plan with forecast period of 
at least the upcoming 3 years 
(consistent with the Corporate 
Governance Code) 

NEGU To be operational for 
FY2022 

3 Difficulties with staff 
retention in financial 
management 
positions 

PMU to ensure continuity and 
propose actions to improve staff 
retention in financial management 
functions 

PMU/NEGU Continuous 

4 Limited knowledge in 
the IFRS impeding 
the required 
implementation of 

Further training to NEGU on the IFRS 
is being provided by the World Bank.  
 

NEGU Training ongoing during 
the duration of the World 
Bank support 
 



27 
 

 
 

No. Weakness Mitigating Action Responsibility Target Date 
accounts under the 
IFRS 

5 Limited knowledge in 
preparing accounts 
under the IFRS 

NEGU to prepare the annual IFRS 
report starting from FY2019 and the 
unaudited quarterly IFRS reports 
starting from FY2021  

NEGU Annual IFRS reports to 
be issued consistent with 
the statutory timeframes; 
quarterly reports within 2 
months of the end of the 
quarter 

6 Outdated accounting 
policies and 
procedures designed 
for JSC 
Uzbekenergo 

Update internal accounting policies 
and manuals for the NAS to reflect 
the revised organizational 
arrangements 
 
Develop internal IFRS policies and 
procedures, with support of existing 
TA from the World Bank  

NEGU June 2022  

7 Lack of segment 
reporting 

Development of financial reporting by 
key business segments, and its 
incorporation in business planning  

NEGU Reporting to be 
implemented in full for 
FY2021  

8 Insufficient staffing 
of Internal Audit 
function 

Recruitment of all vacant internal 
audit staff 

NEGU December 2021  

9 Insufficient 
knowledge of 
internal auditors on 
international 
practices in internal 
auditing 

ADB to provide training on 
international best practices in internal 
audit, including governance, risk, and 
control environment within the 
organization 

ADB/NEGU Upon recruitment of all 
Internal Audit unit staff 

10 Weak budgetary 
controls and 
monitoring 

NEGU to review management 
monitoring system and standard 
operating procedures to enhance 
budgetary reporting to the 
Supervisory Board, incorporating 
quarterly monitoring and pre-approval 
mechanisms where expenditure is 
above budget limits 

NEGU December 2021  

11 Weak budgetary 
controls and 
monitoring 

ADB to provide training on budgetary 
reporting and monitoring and the 
development of expenditure controls  

ADB December 2021  

12 Absence of 
automated and 
regularly updated 
performance data 
restricting the quality 
of information 
provided to 
management 

ADB to support the engagement of 
consultants to map out necessary 
accounting software upgrades to 
provide near-real time accounting 
data and move toward a more 
comprehensive financial 
management information system  
 
As an interim step, NEGU to identify 
upgrades required to the 1C system 
to best support the IFRS reporting  

ADB/NEGU Upgrades to the 1C 
software to be identified 
by December 2021 
 
Major upgrades to the 
software to be identified 
by December 2022  

ADB = Asian Development Bank, FY = fiscal year, IFRS = International Financial Reporting Standards, JSC = Joint-
Stock Company, NAS = National Accounting Standards, NEGU = National Electric Grid of Uzbekistan, PMU = project 
management unit, TA = technical assistance.  
Source: Asian Development Bank. 
 
B. Disbursement 

75. Not applicable. 
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C. Accounting 

76. NEGU will maintain, or cause to be maintained, separate books and records by funding 
source for all expenditures incurred on the project following the IFRS.  
 
D.  Auditing and Public Disclosure 

77. NEGU will cause the detailed entity financial statements to be audited in accordance with 
the ISA, by an independent auditor acceptable to ADB. 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.  
 

• NEGU shall ensure that, during the term of this PCG, the free cash flows of NEGU for the 
current financial year shall be at least 1.2 times the debt service requirements for the same 
period on all debt-based on NEGU’s entity financial statements, which shall be prepared 
on a fully consolidated basis in accordance with the IFRS. For the purposes of this 
paragraph:  
 
(i)  the term “debt” means any indebtedness of NEGU maturing by its term more than 

1 year from the date on which it was originally incurred;  
 
(ii)  the term “debt service requirements” means the aggregate amount of all 

repayments (including sinking fund payments, lease payments under finance 
leases, if any) whether or not actually paid, and interest and other charges on 
debt, provided that interest charges which are incurred in financing capital 
expenditure during development are excluded if they are capitalized; and  

 
(iii) the term “free cash flows” means the difference between (a) the sum of revenues 

from all sources related to operations, after making adequate provision for 
uncollectible debt and net non-operating income; and (b) the sum of all expenses 
related to operations including administration, maintenance, current taxes, and 
payments in lieu of taxes (but excluding provision for depreciation, other noncash 
expenses, and deferred taxes), and movements in working capital other than 
cash.  

 
• NEGU shall generate, for each financial year during the term of the PCG, cash from 

internal sources equivalent to not less than 20% of the average of NEGU’s capital 
expenditures incurred, or expected to be incurred, for the current financial year, the 
previous financial year and the next financial year based on NEGU’s entity financial 
statements, which shall be prepared on a fully consolidated basis in accordance with the 
IFRS. For the purposes of this paragraph:  
 
(i)  the term “capital expenditures” means all expenses incurred on fixed assets, 

including interest charged to construction, related to operations;  
 
(ii)  the term “cash from internal sources” means the difference between (a) the sum 

of cash flows from all sources related to operations, plus cash generated from 
consumer deposits and consumer advances of any kind, sale of assets, cash yield 
of interest on investments, extraordinary gains, net non-operating income, 
decrease in working capital other than cash, and other cash inflows; and (b) the 
sum of all expenses related to operations, including administration, adequate 
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maintenance, and current taxes and payments in lieu of taxes (excluding provision 
for depreciation, other non-cash operating expenses and taxes), debt service 
requirements, extraordinary losses, increase in working capital other than cash, 
and other cash outflows other than capital expenditures; and  

 
(iii)  the term “current assets excluding cash” means all assets, other than cash, which 

could, in the ordinary course of business, be converted to cash within the next 12 
months, including accounts receivable, marketable securities, inventories and 
prepaid expenses properly chargeable to operating expenses with the next 
financial year. 

 
78. 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.  
 
79. The government and NEGU have been made aware of ADB’s approach to delayed 
submission, and the requirements for satisfactory and acceptable quality of the audited entity’s 
financial statements. 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. While there will be no project-specific audit reports as ADB’s role is a 
Guarantor and the PCG only finances the LC Beneficiary’s cash call, the government and NEGU 
will be required to provide cash call statements, payment notice statements (as applicable), and 
proof of payment for the cash calls to ADB to substantiate the intended use of proceeds of the 
ADB-guaranteed LC.  
 

VI. PROCUREMENT AND CONSULTING SERVICES 

80. Any procurement of goods, works and consulting services will be undertaken in 
accordance with the ADB Procurement Policy and Procurement Regulations for ADB Borrowers 
(2017, as amended from time to time).  
 
A. Advance Contracting and Retroactive Financing 

81. Not applicable.  
 
B. Procurement of Goods, Works, and Consulting Services 

82. Goods and Works. Not applicable. 
 
83. Services. Not applicable.  
 
C. Procurement Plan 

84. No procurement is envisaged under the program.  
 
D. Consultant's Terms of Reference 

85. There is no recruitment of the consultants under the program. 
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VII. SAFEGUARDS 

86. An environmental assessment and review framework (EARF) and a land acquisition and 
resettlement framework (LARF) have been prepared to ensure that the projects prepared and 
implemented under the program comply with ADB safeguard objectives, principles, and 
requirements. The EARF and the LARF provide guidance on screening and categorization, 
assessment, planning, institutional arrangements, and processes to be followed for projects that 
are prepared after Board approval of the program. Initial environmental examination (IEE) and 
land acquisition and resettlement plan (LARP) or social safeguards due diligence report (SSDDR) 
will be prepared for each project by the NEGU PMU in accordance with the EARF and the LARF. 
These documents will be cleared by ADB before the project is approved by ADB and prior to any 
works being undertaken by the special purpose vehicle (SPV) and the engineering, procurement, 
and construction (EPC) contractors. Under the EARF and the LARF, highly complex and sensitive 
projects will be screened out.13  The eligibility criteria and approval process stipulated in Schedule 
4 to the Framework Financing Agreement include environmental criteria for project selection. 

A. Environmental Safeguard  

87. Categorization. The projects are construction of solar photovoltaic (PV) power and 
transmission line, which will not bring significant adverse environmental impacts that are 
irreversible, diverse, or unprecedented. Given the nature of works, the potential direct, indirect, 
cumulative, and induced impacts are anticipated to be of minor magnitude, site-specific, generally 
reversible, and readily mitigated. The subsequent projects will be classified individually and are 
required to be either category B or C. Projects likely to have significant adverse environmental 
impacts that are irreversible, diverse, or unprecedented (project considered to be category A) are 
not qualified under the program. The subsequent projects will be screened for sensitivity of the 
locations of the components such as critical habitat14 or natural habitat,15 with a view to ensuring 
compliance with category B criteria. 

88. Environmental criteria for project selection. To ensure compliance with environment 
category B criteria, projects proposed for funding under the program are required to meet the 
following criteria: 

(i) Projects shall not include activities listed on ADB Prohibited Investment Activities List in 
Appendix 5 of ADB Safeguard Policy Statement (SPS) 2009.16 

(ii) Highly complex and sensitive projects shall be excluded. 

 
13 Highly complex and sensitive projects are projects that ADB deems to be highly risky or contentious or involve serious 

and multidimensional and generally interrelated potential social and/or environmental impacts (ADB Safeguard Policy 
Statement, 2009). 

14 Critical habitat is a subset of both natural and modified habitats that deserve particular attention. Critical habitat 
includes areas with high biodiversity value, including habitat required for the survival of critically endangered or 
endangered species; areas having special significance for endemic or restricted-range species; sites that are critical 
for the survival of migratory species; areas supporting globally significant concentrations or numbers of individuals 
of congregatory species; areas with unique assemblages of species or that are associated with key evolutionary 
processes or provide key ecosystem services; and areas having biodiversity of significant social, economic, or 
cultural importance to local communities (ADB Safeguard Policy Statement, 2009). 

15 Natural habitat is land and water areas where the biological communities are formed largely by native plant and 
animal species, and where human activity has not essentially modified the area’s primary ecological functions (ADB 
Safeguard Policy Statement, 2009). 

16 ADB. 2009. Safeguard Policy Statement. Appendix 5: ADB Prohibited Investment Activities List. Manila. p. 76. 
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(iii) Projects that could lead to significant conversion or degradation of such sensitive 
ecosystems will not be eligible.17 

(iv) Projects with measurable adverse effects, or likelihood of such, on critical habitat or 
natural habitat areas or that could lead to a reduction in the population of any endangered 
or critically endangered species supported, or with significant negative impacts on cultural 
heritage sites of national and international significance are not eligible. 
 

89. It is anticipated that the projects proposed for funding under the program will meet the 
ADB criteria for category B. Therefore, if the projects do not meet the criteria for category B, the 
project locations should be changed to avoid impacts. 

90. Initial environmental examination. The NEGU PMU will prepare an IEE report for each 
subsequent project in accordance with ADB SPS (2009), the EARF, and the Government of 
Uzbekistan’s environment, health, and safety requirements. The IEE identifies potential impacts 
and risks, which will generally be minor and of temporary duration during constructionalthough, 
some pollution, health, and safety risks to workers and the community will remain during operation 
and maintenance works. The IEE includes a project-level environmental management plan (EMP) 
reflecting national requirements and international good practice along with performance indicators 
to be achieved by the SPV.18 

91. Information disclosure. The EARF and IEE reports will be disclosed on the ADB website. 
The NEGU PMU will translate the summary of these documents into Uzbek and Russian 
languages and post them on the MOE website19 and NEGU website,20 within 2 weeks after ADB’s 
clearance of each document. 21  The information will also be made available in accessible 
locationse.g., project construction field offices, local government offices (hokimiyats), local-level 
community organization recognized official by the government (makhalla), etc. 

92. Institutional arrangement. The NEGU PMU will assign one staff person as a safeguards 
manager and a safeguards staff (NEGU PMU-SS), on full time basis. The SPV will assign to the 
SPV project implementation unit (PIU) at least one full time staff to handle safeguards 
implementation in the field (SPV PIU-SS). They will be assisted by international and national 
environmental safeguards specialists of the project implementation consultant (PIC) or the 
Independent Engineer, who will be mobilized for the respective project.22 The SPV PIU-SS will be 
responsible for monitoring and supervision of the EMP’s implementation and ensure environment 
compliance of each project. The terms of references of the PIC or Independent Engineer 
(including required consultants and their person-months) for the subsequent projects will be 
determined based on the respective project’s IEE. The SPV-PIU will prepare and submit to the 

 
17 Significant conversion or degradation are (i) the elimination or severe diminution of the integrity of a habitat caused 

by a major, long-term change in land or water use; or (ii) the modification of a habitat that substantially reduces the 
habitat’s ability to maintain viable populations of its native species (ADB Safeguard Policy Statement, 2009). 

18 International Finance Corporation. 2007. Environmental, Health, and Safety General Guidelines. Washington, DC: 
World Bank; and International Finance Corporation. 2007. Environmental, Health, and Safety Guidelines for Electric 
Power Transmission and Distribution. Washington, DC: World Bank. 

19 Ministry of Energy of the Republic of Uzbekistan. http://minenergy.uz/. 
20 Joint-Stock Company National Electric Grid of Uzbekistan. http://uzbekistonmet.uz/. 
21 Disclose a draft environmental assessment (including the EMP) in a timely manner, before project appraisal, in an 

accessible place and in a form and language(s) understandable to affected people and other stakeholders. Disclose 
the final environmental assessment and its updates, if any, to affected people and other stakeholders (Environmental 
Safeguards, Policy Principle No.6, ADB SPS (2009)). 

22 Independent Engineer is the term used in the PPA to refer to the entity or individual who will perform the consultancy 
services for the project supervision and implementation. 

https://www.ifc.org/wps/wcm/connect/29f5137d-6e17-4660-b1f9-02bf561935e5/Final%2B-%2BGeneral%2BEHS%2BGuidelines.pdf?MOD=AJPERES&CVID=jOWim3p
https://www.ifc.org/wps/wcm/connect/7b65ce6b-129d-4634-99dc-12f85c0674b3/Final%2B-%2BElectric%2BTransmission%2Band%2BDistribution.pdf?MOD=AJPERES&CVID=jqeI4Rs&id=1323162154847
https://www.ifc.org/wps/wcm/connect/7b65ce6b-129d-4634-99dc-12f85c0674b3/Final%2B-%2BElectric%2BTransmission%2Band%2BDistribution.pdf?MOD=AJPERES&CVID=jqeI4Rs&id=1323162154847
http://minenergy.uz/
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NEGU PMU, MOE, and ADB environmental monitoring report semiannually during construction 
and annually during operation until ADB’s project completion report is issued. 

93. The NEGU PMU will be responsible for; 

(i) conducting subsequent projects’ environmental screening and classification 
following the EARF; 

(ii) preparing subsequent projects’ IEEs (including EMPs) following the EARF and ADB 
SPS (2009), and submit to ADB for clearance and disclosure; 

(iii) conducting meaningful consultation during the preparation of the noncore projects’ 
IEEs;23 and 

(iv) preparing subsequent projects’ environmental safeguards documents following 
national relevant regulation and ensure their timely approval. 

94. The SPV will be responsible for ensuring the implementation of the EMP to comply with 
ADB’s safeguards requirements and national environmental regulations. The SPV’s 
responsibilities include, but are not limited to, the following: 

(i) ensure the tender documents for the Independent Engineer and the EPC contractor 
include all tasks as described in the approved EMP; 

(ii) supervise the EPC contractor in the EMP implementation for overall compliance with 
ADB SPS requirements, and project environment-related legal covenants;  

(iii) ensure all necessary government permits and licenses, including ecological 
expertise opinion, for all civil works will be obtained; 

(iv) approve site-specific EMPs prepared by the EPC contractor and endorsed by the 
Independent Engineer; 

(v) ensure that the site-specific EMPs contain COVID-19 health and safety 
management plan following international good practice and relevant national and/or 
local requirements; 

(vi) conduct environmental monitoring and ensure that the day-to-day construction 
activities are carried out following the EMPs and site-specific EMPs and in an 
environmentally-sound and sustainable manner; 

(vii) ensure corrective actions are implemented, when necessary; 
(viii) with the PIC’s (or Independent Engineer’s) assistance, prepare and submit 

environmental monitoring reports (semiannually during construction and annually 
during operation, until ADB’s project completion report is issued) to NEGU, MOE, 
and ADB (within 30 days after a completion of the monitoring period), which will be 
disclosed on their websites; 

(ix) report in a timely manner to ADB of any noncompliance or breaches with ADB 
safeguard requirements and take corrective actions promptly;  

(x) in case of any accident related to occupational and community health and safety, 

 
23 Meaningful consultation is a process that (i) begins early in the project preparation stage and is carried out on an 

ongoing basis throughout the project cycle; (ii) provides timely disclosure of relevant and adequate information that 
is understandable and readily accessible to affected people; (iii) is undertaken in an atmosphere free of intimidation 
or coercion; (iv) is gender inclusive and responsive, and tailored to the needs of disadvantaged and vulnerable 
groups; and (v) enables the incorporation of all relevant views of affected people and other stakeholders into decision-
making, such as project design, mitigation measures, the sharing of development benefits and opportunities, and 
implementation issues. 
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the SPV-PIU is expected to (i) report to NEGU and ADB within 72 hours, and (ii) 
prepare and submit an incident report with action plan within 7 days of the 
occurrence. The PIC’s international environmental specialist and national 
environmental specialist will support the SPV-PIU in preparing such reports; 

(xi) disclose relevant information from environmental safeguards documents (including 
the EARF, IEEs, and periodic environmental monitoring reports) to affected persons; 

(xii) update the IEE in case of unanticipated impacts; and 
(xiii) establish a grievance redress mechanism (GRM) after loan effectiveness, and act 

as the GRM secretary to make sure that the GRM effectively handles environmental 
and social concerns of project-affected persons. 

95. Engineering, procurement, and construction  contractor. The EPC contractor will be 
responsible for implementing the mitigation measures in the EMP. Within 30 days after contract 
award and prior to commencing any physical works, the EPC contractor will prepare site-specific 
EMPs under the guidance of, and endorsed by the Independent Engineer, and submit them to 
the SPV for approval. The site-specific EMPs will outline how the mitigation measures will be 
implemented at specific sites. The costs for implementing the mitigation measures will be included 
in the EPC contract. 

96. The EPC contractor should hire a full-time environmental specialist to prepare weekly 
environmental checklists, and the environmental section of the EPC contractor’s monthly progress 
reports to be submitted to the engineer for review. The monthly progress reports, which will 
include the weekly environmental checklists, shall contain the (i) progress of the project; (ii) any 
environmental incidents (e.g., spills of liquids, accidents); (iii) progress of any environmental 
initiatives (e.g., energy savings, recycling); (iv) records of any environmental monitoring, both 
observational and instrumental; and (v) conclusions and recommendations. The environment 
specialist shall provide daily toolbox training at the construction camps and sites, and keep 
monthly records of this training. 

97. Environmental assessment requirement under the country system. As indicated in 
the EARF, the State Environmental Expertise (SEE) approval is mandatory for each project. The 
NEGU PMU will cause the SPV to ensure that all necessary procedures will be undertaken timely, 
such that the SEE is approved by the State Committee for Ecology and Environmental Protection 
before each project’s civil works commence. 

B. Social Safeguard 

98. Projects under the program are not expected to result in significant involuntary 
resettlement impacts. In most cases, the solar PV plants will be constructed in the land plots fully 
owned by the government, and the land will be made available by the government to the SPV 
through a land lease agreement (LLA) for a duration equal to the term of the power purchase 
agreement (PPA). In case associated transmission lines are required, the transmission lines will 
generally follow the right-of-way of the existing road. In case some transmission lines will need to 
be constructed on agricultural land or other privately-used land, such will be constructed only after 
obtaining the consent of the government and due compensation and assistance have been 
provided to households or persons who may be affected. For projects involving land acquisition 
or resettlement impacts, installation and construction phase (and commencement thereof) is 
strictly conditional upon (i) the final LARP based on the project’s detailed design having been 
submitted to, and cleared by, ADB; and (ii) NEGU having notified ADB in writing that due 
consultation, compensation payments, and other entitlements have been provided to affected 
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people fully in accordance with the LARP, as documented in a LARP implementation completion 
report. 

99. Projects under the program will not impact any indigenous peoples as defined in ADB SPS 
(2009), and will be categorized as C for indigenous peoples impacts. 

C. Project 1 (Sherabad Solar Power Phase I) 

1. Environmental Safeguards 

100. Categorization. Project 1 is categorized as “B” for environment under ADB SPS (2009). 
An IEE report was cleared by ADB in 2020 and disclosed on the ADB website in April 2021.24 
Public consultations were conducted for the nearest communities at the initial scoping stage. The 
IEE, which adequately addressed all issues raised during the consultations, identified potential 
impacts that the project could generate and proposed adequate EMP with mitigation measures, 
a monitoring plan, and the EMP implementation arrangements. The IEE and the EMP form part 
of the tender documents for the selection of the successful project developer, and the winning 
bidder will be ensured to implement all requirements under the IEE and the EMP. 

101. Environmental impacts during construction. Environmental impacts that could occur 
during construction will be temporary, localized impacts of moderate significance within the solar 
plant site, on the corridors of the transmission line and access roads, and on nearby villages. 
These impacts include increased noise, dust levels, vibration, and traffic congestion. There will 
be impacts of minor significance during operation, such as water usage for solar panel cleaning 
and waste management. The change in landscape features and visual impacts will have impacts 
of moderate significance, while the remaining residual impacts are of low significance. The project 
site is located in a modified habitat. A critical habitat status is recognized for the southern even-
fingered gecko (Alsophylax laevis).25 Some endangered bird species also occur, although none 
of the species met the threshold requirements for critical habitat. The biodiversity monitoring and 
evaluation plan (BMEP) and the biodiversity action plan (BAP), which were prepared as part of 
the IEE, will be implemented. 

102. Project implementation consultant or Independent Engineer. The NEGU PMU and 
the SPV will be assisted by the Independent Engineer. The PIC or the Independent Engineer will 
consist of one international specialist (recruited for a total of 4 person-months) and two national 
specialists (equivalent to a total of 14 person-months) over 18 months project implementation 
period. The terms of reference of the PIC or Independent Engineer has been prepared and 
enclosed as Appendix 5 of the IEE. The PIC or Independent Engineer’s responsibilities include, 
but are not limited to, the following: 

(i) update, as necessary, the IEE, EMP, BAP, and BMEP and, after obtaining ADB’s 
clearance, oversee their implementation;26 

 
24 Government of Uzbekistan, Ministry of Energy. 2021. Initial Environmental Examination: Partial Credit Guarantee 

Facility for Uzbekistan Solar PPP Program (prepared for ADB).  
25 International Union for Conservation of Nature and Natural Resources (IUCN) classifies the southern even-fingered 

gecko (Alsophylax laevis) as critically endangered. N. B. Ananjeva, and N. L. Orlov. 2017. Alsophylax laevis. The 
IUCN Red List of Threatened Species 2017. e.T164598A1060504. Gland: IUCN. 

26 The BAP and the BMEP were prepared as part of the project IEE, because the project area is classified as a critical 
habitat of Alsophylax laevis (southern even-fingered gecko). Government of Uzbekistan, Ministry of Energy. 2021. 
Initial Environmental Examination: Partial Credit Guarantee Facility for Uzbekistan Solar PPP Program (prepared for 
ADB). Appendix 1: Site Selection Report and Appendix 2: Transmission Line Walkover Survey. 

https://www.adb.org/sites/default/files/project-documents/54056/54056-001-iee-en.pdf
https://www.adb.org/sites/default/files/project-documents/54056/54056-001-iee-en.pdf
https://www.iucnredlist.org/species/164598/1060504
https://www.iucnredlist.org/species/164598/1060504
https://www.adb.org/sites/default/files/project-documents/54056/54056-001-iee-en_1.pdf
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(ii) work and coordinate with the SPV to complete the environmental, health, and safety 
(EHS) audit for existing Surkhan substation that will undergo upgrade or extension 
work; 

(iii) work and coordinate with the SPV or the SPV appointed contractors to develop and 
finalize site-specific EMPs, and after obtaining the SPV’s approval, oversee 
implementation of site-specific EMPs; 

(iv) work and coordinate with the SPV to develop and finalize the environmental and 
social management system; 

(v) supervise the integration of safeguards measures into the design, installation, and 
commissioning of the solar PV plant and transmission interconnection infrastructure 
works by the SPV or the SPV appointed contractors; and 

(vi) assist contractors in conducting project-level COVID-19 risk assessment, and 
conduct random checks or audits of the SPV and the SPV contractor’s EHS and 
occupational health and safety (OHS) performance. The PIC will ensure that all OHS 
plans integrate measures to mitigate COVID-19 health risks that are aligned with 
government guidelines and measures listed in the EMP. 

103. For the implementation of the BMEP and the BAP, NEGU and/or the SPV are/is required 
to mobilize a specialist team.27 The specialist team will consist of a lead herpetologist, support 
herpetologist, botanist, and logistic support staff (such as drivers). In addition, NEGU and/or the 
SPV are/is required to mobilize another ornithologist expert team to conduct field survey and data 
analysis of bird flight patterns.28 NEGU committed to ensure that the preconstruction surveys will 
be conducted before the commencement of civil works. 

2. During Operations 

104. During the operational phase of the solar power plant, the SPV is required to prepare 
annual environmental monitoring reports and submit to NEGU, MOE, and ADB until ADB’s project 
completion report is issued. 

3. Social Safeguards 

105. Categorization. Project 1, in accordance with ADB’s SPS (2009), is categorized as B for 
involuntary resettlement. The land plot available for the solar power plant and a new substation 
is approximately 600 hectares. The site is mostly barren land surrounded by the irrigation canals, 
and there are no houses or other residential or commercial structures around the location for the 
solar plant. A social safeguards due diligence report (SSDDR), disclosed in April 2021, confirms 
that the power plant and new substation will not have any involuntary resettlement impacts.29 The 
land is fully owned by the government and will be made available by the government to the project 
company through an LLA for a duration equal to the term of the PPA. Approximately 50 km of 
transmission line may be required. The specific alignment of the transmission line will be finalized 
following the detailed design by the private company. Based on the tentative alignment from the 
preliminary design, approximately 12.96 hectares of agricultural land may be permanently 
acquired, which may potentially affect 57 people and nine agricultural companies. Impacts on 

 
27 The team’s tasks include preconstruction survey, which needs to be conducted during the spring or early summer 

season (April to June). 
28 The field survey needs to be conducted during the migration period. The northward bird migration takes place during 

March/April and the southward migration takes place during August/September. 
29 Government of Uzbekistan, Ministry of Energy. 2021. Social Safeguard Due Diligence Report: Partial Credit 

Guarantee Facility for Uzbekistan Solar PPP Program (prepared for ADB). 

https://www.adb.org/sites/default/files/project-documents/54056/54056-001-sddr-en.pdf
https://www.adb.org/sites/default/files/project-documents/54056/54056-001-sddr-en.pdf
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these persons and companies are marginal, and no one is expected to be physically displaced. 
Upon completion of the detailed design and engineering by the SPV and the final impacts have 
been confirmed, an implementation-ready LARP will be submitted to ADB for approval. The LARP 
will be implemented in accordance with the national legislation and regulation, ADB’s SPS (2009), 
and the program LARF.  

106. The National Electric Grid of Uzbekistan (NEGU) will supervise and oversee the project 
implementation including (i) reviewing the LARF and projects’ LARPs, and ensuring compliance 
with involuntary resettlement safeguards requirements; (ii) overseeing the preparation and 
implementation of the resettlement safeguard documents, including the LARPs and/or SSDDRs, 
as relevant for the respective projects; (iii) monitoring and reporting to ADB to ensure resettlement 
safeguards compliance and smooth implementation of projects; (iv) engaging the Independent 
Engineers to supervise and monitor the project implementation; and (v) reporting to ADB and 
MIFT. In particular, the NEGU PMU will ensure that resettlement safeguards documents are 
prepared and endorsed in compliance with ADB SPS (2009) and relevant national policies, laws, 
and regulations at national, state, and local levels.  

107. To ensure the effective preparation and implementation of the resettlement safeguards 
documents and requirements of ADB SPS (2009) and national laws and regulations, the NEGU 
PMU will assign one staff person as a safeguards manager and one staff person as safeguards 
specialist (NEGU PMU-SS) on full time basis. 

108. The tasks of the NEGU PMU-SS include: 

(i) conduct subsequent tranches (projects) resettlement screening and categorization 
following ADB SPS (2009) and the LARF; 

(ii) oversee preparation and endorsement of the projects’ safeguards documents, 
including LARPs and/or SSDDRs as relevant for the respective projects following 
ADB SPS (2009) and the LARF, including national laws and regulations, and submit 
to ADB for review, approval, and disclosure; 

(iii) conduct meaningful consultation with affected households and communities during 
the resettlement impact assessment and preparation of the LARPs; 

(iv) prepare periodic social monitoring reports on the LARP implementation and 
resettlement safeguards, including any issues of unanticipated land acquisition and 
resettlement (LAR) impacts and grievances, and submit to ADB for review and 
disclosure; and 

(v) disclose relevant information about the project and from the LARPs to the project-
affected persons. 

109. The SPV PIU, as an implementing agency for the program, will implement all the LAR 
tasks. The land required for the project will be made available through the LLA to the SPV. If the 
LAR impact will be identified during the detailed design, the SPV shall prepare the LARPs 
according to the involuntary resettlement requirements of ADB SPS (2009), and any other 
international financiers, and laws and regulations of Uzbekistan, which will be submitted to ADB 
for approval prior to the installation or physical activities on the section or component with the 
LAR impacts. The LARPs will be implemented in accordance with ADB SPS (2009) and national 
laws and regulations. Similarly, in case the LAR issues emerged during the implementation of the 
civil works, the SPV will prepare corrective action plan and seek ADB’s approval prior to its 
implementation. 
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110. The SPV will set up an SPV PIU in each project district. The SPV will assign to the SPV 
PIU at least one full time staff to handle safeguards implementation in the field (SPV PIU-SS). 
The SPV PIU will be responsible for day-to-day activities and compliance with safeguards during 
project implementation, including engaging in the project’s GRM, information disclosure, and 
meaningful consultations. 

111. The tasks of the SPV PIU-SS include: 

(i) ensure inclusion of resettlement safeguards in bid and contract documents; 
(ii) review contractor’s monthly reports on summary updates about resettlement 

monitoring outcomes, including any issues of unanticipated resettlement impacts 
and grievances; 

(iii) conduct resettlement safeguard monitoring and ensure that the day-to-day 
construction activities are carried out following the LARP and the LARF; 

(iv) ensure corrective actions are implemented, when necessary; 
(v) report in a timely manner to ADB of any noncompliance or breach of ADB safeguards 

requirements in project implementation and construction process; 
(vi) prepare and update the project’s LARPs in case of resettlement impacts, and 

Addendums in case of unanticipated resettlement impacts; 
(vii) establish GRM, monitor and promptly address complaints, ensure their effective and 

adequate resolution, and keep the relevant records; 
(viii) make sure that the GRM is operational to effectively handle environmental, 

resettlement, and social concerns of project-affected persons; 
(ix) carry out disclosure and public consultation during implementation to ensure proper 

implementation of the project’s LARPs and progress; and 
(x) carry out ongoing monitoring and submit regular periodic social safeguards 

monitoring reports to the NEGU PMU and ADB as specified in the LARPs based on 
the respective projects’ resettlement impact scopes. 

112. The PIC services (or Independent Engineer) will be engaged by the SPV to assist the 
NEGU PMU and the SPV PIU with the implementation of the project, the LARPs, and oversight 
of the contractors. However, the NEGU PMU and the SPV PIU will be directly responsible for 
ensuring compliance with the resettlement safeguards requirements. 

113. The PIC will assist the NEGU PMU to conduct involuntary resettlement impact 
assessments and due diligences; prepare and update, as necessary, the LARPs and/or SSDDRs; 
and, after endorsement of the NEGU PMU and ADB’s approval, assist in the LARPs 
implementation, monitoring, and reporting. The PIC will also assist in the integration of safeguards 
measures into the design, installation, and commissioning of the solar PV plant(s) and 
transmission interconnection infrastructure works by the SPV or the SPV contractor or 
subcontractors; and assist the NEGU PMU, the SPV PIU, and contractors or subcontractors with 
overall compliance to ADB SPS resettlement requirements, including resolving grievances of any 
affected persons filed through the project GRM, if any. 

114. The PIC will be responsible for building the NEGU PMU and the SPV PIU capacity in 
resettlement safeguards monitoring and reporting. The PIC will assist the SPV in coordination 
activities with relevant government agencies and local authorities on preparing the project’s 
LARPs and their endorsement and implementation in compliance with the requirements of ADB 
SPS (2009) and national laws and regulations.  
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115. The PIC will consist of one international and one national resettlement specialists. Number 
of person-month inputs for each specialist shall be specified in the LARPs for each respective 
tranches and projects, considering the scope of their LAR impacts. 

116. All contractors will be responsible to comply with the mitigation measures to be specified 
in the project LARPs during construction and commissioning, under the direct supervision of the 
PIC and the SPV PIU and overall supervision of the NEGU PMU. To ensure that the contractors 
comply with the LARF and LARPs provisions, the NEGU PMU will ensure that the resettlement 
safeguards requirements are included in all bids, contracts, and tender documents, including the 
provision to apply penalties in case noncompliances to safeguards are encountered repeatedly. 

117. NEGU will require each contractor to work under the supervision of the PIC in social and 
resettlement monitoring during construction, appoint a contractor’s grievance focal person from 
its staff, and provide summary of social and resettlement updates in its monthly progress reports 
to the NEGU PMU. NEGU will also require contractors to regularly coordinate with relevant 
stakeholders, such as project-affected persons, households, makhalla leaders, and hokimiyats, 
to provide up-to-date information on project activities and address any resettlement issues that 
arise during project construction stage. The SPV PIU will be required to regularly coordinate with 
the relevant stakeholders to provide up-to-date information on project activities and address any 
issues that arise during project implementation and operation stage. 

D. Grievance Redress Mechanism  

118. A grievance redress mechanism (GRM) to handle both environmental and social 
safeguards issues will be established after loan effectiveness. NEGU will use the project GRM in 
accordance with the time frame and requirements specified in the EMP (and SSDDR). The GRM 
will provide multiple entry points for affected persons or households. The GRM will be coordinated 
by NEGU, with active participation of the SPV PIU and supported by the PIC (or Independent 
Engineer). The project GRM will address concerns and complaints promptly via a transparent 
process. Complaints and their resolution will be documented and reported in the project quarterly 
progress reports and regular safeguards monitoring reports to ADB. 

E. Prohibited Investment Activities  

119. ADB funds may not be applied to the activities in the ADB Prohibited Investment Activities 
List in Appendix 5 of ADB SPS (2009). 
 
 

VIII. GENDER AND SOCIAL DIMENSIONS 

120. Gender. The program is categorized some gender elements. Women are under-
represented in Uzbekistan’s energy sector mostly because of the lack of necessary education, 
lack of awareness of employment options, limited opportunities for skills development, and 
prevailing stereotypes that regard the energy sector as a high-risk profession that is not suitable 
for women. Key gender actions include (i) strengthening NEGU’s gender-responsive human 
resources policy; (ii) skills development in developing and structuring energy PPP projects; and 
(iii) vocational trainings for start-up and administration in the project area in relation to the solar 
power projects.   
 
121. Poverty and social. The ultimate project beneficiaries will be the general population and 
industries in Uzbekistan since the Sherabad solar project will provide stable, clean, and 
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sustainable electricity to the national grids. The sustainable and affordable grid-connected 
electricity will promote business expansion and create job opportunities. Better energy supply will 
positively affect local business development and the delivery of services by schools, clinics, and 
local governments, which ultimately will improve the quality of life. No potential constraints to 
access the services have been identified. Secondary beneficiaries would include the population 
around the project site. Many unqualified jobs for the local population can be created during 
construction, while a few qualified workplaces can be created in organizations providing operation 
and maintenance and repair services for solar power plant. A significant indirect effect on the 
population is wider employment and self-employment opportunities in such sectors of the 
economy as catering and services. 

 
122. Labor standards, health, and safety. The NEGU PMU shall ensure that the core labor 
standards and Uzbekistan’s applicable laws and regulations are complied with during 
implementation of all projects under the program. The NEGU PMU should include specific 
provisions in the bidding documents and contracts under the program requiring that the SPV and 
its subcontractors, among other things, will (i) comply with Uzbekistan’s applicable labor laws and 
regulations, and incorporate applicable workplace occupational safety norms; (ii) not use child 
labor; (iii) not discriminate workers with respect to employment and occupation; (iv) not use forced 
labor; (v) allow freedom of association and effectively recognize the right to collective bargaining; 
and (vi) disseminate, or engage appropriate service providers to disseminate, information on the 
risks of sexually transmitted diseases, including HIV/AIDS, to the employees of contractors 
engaged under the project and to members of the local communities surrounding the project area, 
particularly women. Likewise, the NEGU PMU shall ensure that the SPV has a system in place to 
prevent, mitigate, and respond to sexual exploitation abuse and harassment within its workforce 
and nearby communities. 
 
123. The SPV PIU shall regularly report on the status of compliance to labor standards, health, 
and safety in the preparation and implementation of its projects, while the NEGU PMU shall strictly 
monitor. This will be included in the monitoring by the PIC safeguards consultants. Environmental 
monitoring will include a section on occupational health and safety, while compliance with core 
labor standards will be covered in the semiannual social monitoring report to be submitted 
throughout the project implementation period. 
 
 

IX. PERFORMANCE MONITORING, EVALUATION, REPORTING, AND 
COMMUNICATION 

A. Project Design and Monitoring Framework  

124. The indicative design and monitoring framework of this solar PPP investment program is 
summarized in Table 9. 
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Table 9: Indicative Design and Monitoring Framework for the Investment Program 
Impact(s) the Investment Program is Aligned with  
Increased access to clean, sustainable, and affordable energy supplya 

 

Results Chain Performance Indicators 
Data Sources and 

Reporting Mechanisms 
Risks and Critical 

Assumptions 
Outcome    
Private sector-led 
renewable energy 
generation increased  
 

a. By 2026, solar power 
generation increased by 
2,000 GWh per annum (2020 
baseline: 0)  
 

a–c. JSC NEGU annual 
report 

A: The government 
commits to continue 
to drive the power 
sector reform and is 
dedicated to 
formulating an 
enabling environment 
for private 
investment.  
 

 

 b. By 2026, share of solar 
generation capacity in the 
power generation asset 
increased to at least 4.5% 
(2021 baseline: 0.0%) (OP 
1.3.1; 3.1.4) 

b. Financing agreements  

  
c. By 2026, NEGU 
establishes increased 
creditworthiness through track 
record of timely payment of 
the power purchase bills 
within 30 days of invoice 
(2021 baseline: 0)   

 
c. NEGU’s settlement 
records and LC Issuing 
Bank’s periodic reports  

 

Outputs    
1. Solar power 
generation capacity 
increased 
 
 

1a. By 2026, at least 1000 
MW of solar photovoltaic 
power plants commissioned 
(2020 baseline: 0) (OP 3.1.4) 
 

1a. Operational 
acceptance certificate 
issued by NEGU 

R: Unaffordable 
contingent liabilities 
in the sector by 
increasing number of 
unsolicited private 
sector projects 
 
 

 1b. By 2026, at least 60 
women provided with 
vocational training for 
business start-up and 
administration in the project 
area (2020 baseline: 0) (OP 
2.1.1)  

1b. Consultant’s training 
completion report   

   
 1c. By 2023, at least 50 km of 

220 kV transmission line and 
substation constructed (2020 
baseline: 0) (OP 1.3.1) 
 
 

1c. Operational 
acceptance certificate 
issued by NEGU  

2. Government’s 
capacity for 
attracting private 
investment 
strengthened 

2a. By 2022, at least one PPP 
project financing solution 
including templates of 
bankable contracts developed 
(2021 base line: 0) (OP 6.1.2) 
 

2a. Template project 
transaction documents 
including PPA and RFQ   
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Results Chain Performance Indicators 
Data Sources and 

Reporting Mechanisms 
Risks and Critical 

Assumptions 
 2b. By 2026, at least three 

PPP solar projects identified 
and developed for 
international tendering (2021 
base line: 0) 
 

2b. Issued RFQs   

 2c. By 2026, at least three 
PPP knowledge sharing or 
training events organized, 
with at least 30% women 
participation (2021 base line: 
0)  

2c. Consultant’s training 
completion report   
 

    
 2d. By 2023, corporate 

gender-responsive policy 
approved and adopted by 
NEGU to promote gender 
equality in the energy sector 
project (2021 base line: 0) 
(OP 2.3.2) 
 

2d. Management’s letter 
on adoption of policy  

 

Key Activities with Milestones 
1. Solar power generation capacity increased  
1.1 Issuance of RFQ to potential bidders for Project 1 (July 2020)  
1.2 Issuance of RFP to the prequalified bidders for Project 1 (December 2020) 
1.3 Submission of RFP and selection of the private partner for Project 1 (May 2021)  
1.4 Financial close (Q4 2021)  
1.5 Commencement of construction works (Q4 2021)  
1.6 Completion of Project 1 (Q1 2023) 
1.7 Receipt of PPR for Project 2 (2022) 
1.8 Receipt of PPR for Project 3 (2023) 
1.9 Receipt of PPR for Project 4 (2024) 
 
2. Government’s capacity for attracting private investment strengthened 
2.1 Templates of bankable documents developed (December 2020)  
2.2 Execution of the project documents (Q4 2021)  
2.3 Corporate gender-responsive policy approved and adopted by NEGU (Q4 2022)  
2.4 Capacity building workshop conducted (Q4 2021)  
 
Investment Program Management Activities 
Advance action: Masdar was selected for Project 1 through the international competitive tendering process 
in May 2021, and the project company will select an EPC contractor who will design and build the solar 
power plant and the transmission component.  
Inputs 
ADB PCG: an aggregate guaranteed principal amount not exceeding $40 million plus interest thereon 
estimated (utilizing OCR counter-guaranteed by the Republic of Uzbekistan)b  
Commercial financing: $810 millionc  
Private partners’ equity financing: $270 million   
A = assumption;  ADB = Asian Development Bank; EPC = engineering, procurement, and construction; GWh = 
gigawatt-hour; JSC = Joint-Stock Company; km = kilometer; kV = kilovolt; LC = letter of credit; MW = megawatt; NEGU 
= National Electric Grid of Uzbekistan; OCR = ordinary capital resources; OP = operational priority; PCG = partial credit 
guarantee; PPA = power purchase agreement; PPP = public–private partnership; PPR = periodic partial credit 
guarantee request; Q = quarter; R = risk; RFP = request for proposal; RFQ = request for qualification. 
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Note: The expected values and methodological details for all OP indicators to which this operation will contribute results 
are detailed in the Contribution to Strategy 2030 Operational Priorities (accessible from the list of linked documents in 
Appendix 2 of the report and recommendation of the President). 
a Government of Uzbekistan, ministry of Energy. 2020. Concept Note for Ensuring Electricity Supply in Uzbekistan in 

2020–2030. Tashkent. 
b This value may be reduced depending on the needs of individual projects.   
c Based on the assumption of 75% debt and 25% equity financing.  
Source: Asian Development Bank. 

125. Table 10 presents the indicative design and monitoring framework for the Project 1 
component of this investment program. 
 

Table 10: Indicative Design and Monitoring Framework for Project 1 
Impact(s) the Investment Program is Aligned with  
Increased access to clean, sustainable, and affordable energy supplya 

Results Chain Performance Indicators 
Data Sources and 

Reporting Mechanisms 
Risks and Critical 

Assumptions 
Outcome    
Private sector-led 
renewable energy 
generation increased  
 

a. By 2026, solar power 
generation increased by 
2,000 GWh per annum (2020 
baseline: 0)  
 

a–c. JSC NEGU annual 
report 

A: The government 
commits to continue 
to drive the power 
sector reform and is 
dedicated to 
formulating an 
enabling environment 
for private 
investment.  
 

 

 b. By 2026, share of solar 
generation capacity in the 
power generation asset 
increased to at least 4.5% 
(2021 baseline: 0.0%) (OP 
1.3.1; 3.1.4) 

b. Financing agreements  

  
c. By 2026, NEGU 
establishes increased 
creditworthiness through track 
record of timely payment of 
the power purchase bills 
within 30 days of invoice 
(2021 baseline: 0)   

 
c. NEGU’s settlement 
records and LC Issuing 
Bank’s periodic reports  

 

Outputs    
1. Solar power 
generation capacity 
increased 
 
 

1a. By 2023, at least 457 MW 
of solar photovoltaic power 
plants commissioned (2020 
baseline: 0) (OP 3.1.4) 
 

1a. Operational 
acceptance certificate 
issued by NEGU 

R: Unaffordable 
contingent liabilities 
in the sector by 
increasing number of 
unsolicited private 
sector projects 
 
 

 1b. By 2023, at least 20 
women provided with 
vocational training for 
business start-up and 
administration in the project 
area (2020 baseline: 0) (OP 
2.1.1)  

1b. Consultant’s training 
completion report   

   

https://minenergy.uz/en/lists/view/77
https://minenergy.uz/en/lists/view/77
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 1c. By 2023, at least 50 km of 
220 kV transmission line and 
substation constructed (2020 
baseline: 0) (OP 1.3.1) 
 
 

1c. Operational 
acceptance certificate 
issued by NEGU  

2. Government’s 
capacity for 
attracting private 
investment 
strengthened 

2a. By 2022, at least one PPP 
project financing solution 
including templates of 
bankable contracts developed 
(2021 base line: 0) (OP 6.1.2) 
 

2a. Template project 
transaction documents 
including PPA and RFQ   

 2b. By 2023, at least two PPP 
solar projects identified and 
developed for international 
tendering (2021 base line: 0) 
 

2b. Issued RFQs   

 2c. By 2023, at least one PPP 
knowledge sharing or training 
events organized, with at 
least 30% women 
participation (2021 base line: 
0)  

2c. Consultant’s training 
completion report   
 

    
 2d. By 2023, corporate 

gender-responsive policy 
approved and adopted by 
NEGU to promote gender 
equality in the energy sector 
project (2021 base line: 0) 
(OP 2.3.2) 
 

2d. Management’s letter 
on adoption of policy  

 

Key Activities with Milestones 
1. Solar power generation capacity increased  
1.1 Issuance of RFQ to potential bidders for Project 1 (July 2020)  
1.2 Issuance of RFP to the prequalified bidders for Project 1 (December 2020) 
1.3 Submission of RFP and selection of the private partner for Project 1 (May 2021)  
1.4 Financial close (Q4 2021)  
1.5 Commencement of construction works (Q4 2021)  
 
2. Government’s capacity for attracting private investment strengthened 
2.1 Templates of bankable documents developed (December 2020)  
2.2 Execution of the project documents (Q4 2021)  
2.3 Corporate gender-responsive policy approved and adopted by NEGU (Q4 2022)  
2.4 Capacity building workshop conducted (Q4 2021)  
 
Investment Program Management Activities 
Advance action: Masdar was selected for project 1 through the international competitive tendering process 
in May 2021, and the project company will select an EPC contractor who will design and build the solar 
power plant and the transmission component.  
Inputs 
ADB PCG: a guaranteed principal amount not exceeding $10 million plus interest thereon (utilizing OCR 
counter-guaranteed by the Republic of Uzbekistan)b  
Commercial financing: $247.5 millionc  
Private Partners’ equity financing: $82.5 million   
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A = assumption; ADB = Asian Development Bank; EPC = engineering, procurement, and construction; GWh = gigawatt-
hour; JSC = Joint-Stock Company; km = kilometer; kV = kilovolt; LC = letter of credit; MW = megawatt; NEGU = National 
Electric Grid of Uzbekistan; OCR = ordinary capital resources; OP = operational priority; PCG = partial credit guarantee; 
PPA = power purchase agreement; PPP = public–private partnership; Q = quarter; R = risk; RFP = request for proposal; 
RFQ = request for qualification. 
Note: The expected values and methodological details for all OP indicators to which this operation will contribute results 
are detailed in the Contribution to Strategy 2030 Operational Priorities (accessible from the list of linked documents in 
Appendix 2 of the report and recommendation of the President). 
a Government of Uzbekistan, Ministry of Energy. 2020. Concept Note for Ensuring Electricity Supply in Uzbekistan in 

2020–2030. Tashkent. 
b This value may be reduced depending on the needs of individual projects.   
c Based on the assumption of 75% debt and 25% equity financing.  
Source: Asian Development Bank. 
B.  Monitoring  

126. Project performance monitoring. The indicators listed in Table 11 will be updated by the 
SPV in the quarterly project progress reports, semiannual reviews, and midterm review from the 
completion of the construction of the solar plant.  
 

Table 11: Project Performance Monitoring Indicators 
Indicator Unit 
1. Power output of each unit  megawatt 
2. Power generated by unit  gigawatt-hour 
3. Installed capacity by unit  megawatt 
4. Power tariff  SUM per kilowatt-hour 
5. Timely payment of tariff  No. of days of payment after invoice and delays, if any 
6. Availability and plant factor for each unit  percent 
7. Power outages  hour 
8. Scheduled outages  hour 

Source: Asian Development Bank. 

127. Compliance monitoring. ADB’s requirements will be monitored through the quarterly 
project progress reports, regular safeguards monitoring reports, and review missions. 

128. Safeguards monitoring. The Project Company (or SPV) will perform the safeguards 
monitoring, and the results will be included in the quarterly progress reports and regular 
safeguards monitoring reports. Such monitoring should adhere to the requirements in the EARF 
and the IEEs. 

129. For environment, the Project Company will prepare environmental monitoring reports 
semiannually during construction and annually during operation until ADB’s project completion 
report is issued. The environmental monitoring reports will be submitted to ADB for disclosure, 
within 30 days after a completion of the monitoring period. Within 3 months after completion of all 
civil works, a report on the project's environmental compliance performance (including lessons 
learned that may help the PIU in their environmental monitoring of future projects) will also be 
prepared. This report will be part of the input to the overall project completion report. The NEGU 
PMU, with the support of the PIC (or Independent Engineer), will translate the summary of these 
documents into both Russian and Uzbekistan languages, and post them on the MOE website and 
the NEGU website, with the full reports (in English), within 3 weeks after ADB’s clearance of each 

https://minenergy.uz/en/lists/view/77
https://minenergy.uz/en/lists/view/77
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document. 30  In addition to the above-mentioned reports, in case of any accident related to 
occupational and community health and safety, the SPV PIU-SS, through the NEGU PMU, is 
expected to (i) report to ADB within 72 hours, and (ii) prepare and submit an incident report with 
action plan within 7 days of the occurrence. 

130. For social safeguard, the Project Company will prepare the LARP implementation 
completion reports upon completion of all compensation payments and assistance as per the 
approved LARP. Such report will be a condition for commencing civil or installation works in 
sections or components with the LAR issues. In addition, the Project Company will prepare 
semiannual social monitoring reports until completion of the civil or installation works to report on 
progress of the LARP implementation activities, track any unanticipated LAR impacts during 
construction, report on grievances that may arise and status of their resolution. Semiannual social 
monitoring reports will be submitted to ADB in July (covering the period January–June) and 
January (covering the period July–December) of each year. Both the LARP implementation 
reports and semiannual social monitoring reports will be disclosed on the ADB and NEGU 
websites. 

131. Gender and social dimensions monitoring. The status of implementing the gender 
actions will be reported in the Project Company’s quarterly progress reports, and semiannual and 
midterm reviews and in semiannual reviews of the NEGU. The implementation of the gender 
actions will also be evaluated in the project completion report, which will cover both quantitative 
and qualitative assessments of the sex-disaggregated results showing the changes to gender 
disparities. The evaluation will also consider the typical criteria for project evaluationi.e., 
relevance, effectiveness, efficiency, and sustainability.31 

C. Evaluation 

132. ADB will field an inception mission after loan signing to (i) establish a working 
relationship between ADB, NEGU, and the Project Company; and (ii) ensure that the Guarantor 
and NEGU understand ADB's procedures. 

133. ADB will field semiannual review missions to check the overall project implementation, 
and update the project implementation schedule. 

 
134. ADB will field a midterm review mission within 2 years after loan effectiveness of the 
PCG or after completion of procurement, whichever is later, to assess whether attainment of the 
project’s objectives in the design and monitoring framework is still likely to be achieved.  
 
135. ADB will field a project completion review mission to prepare ADB’s project completion 
report. NEGU will also submit a project completion report to ADB within 6 months of project 
completion. 

 
D. Reporting  

136. NEGU 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) 

 
30 The borrower/client will provide relevant environmental information (of environmental monitoring reports) in a timely 

manner, in an accessible place and in a form and language(s) understandable to the affected people and other 
stakeholders. For illiterate people, other suitable communication methods will be used. (Appendix 1, para.18, ADB 
SPS (2009)). 

31 ADB. 2013. Tip Sheet No. 5 – Gender Inclusive Results in Project Completion Reports. Manila. 

https://www.adb.org/documents/tip-sheet-no-5-gender-inclusive-results-project-completion-reports
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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 project completion report 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’s audited financial statement, together 
with the associated auditor's report, should be adequately reviewed. 

 
E. Stakeholder Communication Strategy  

137. Project information will be strategically disseminated through media at main project 
milestones including loan signing, contract awards, and project completion. A grievance redress 
committee will be established at the project site, by phone and email, and through public 
consultation events. In compliance with the minimum requirements of ADB’s Public 
Communications Policy (2011), NEGU will designate an officer as focal point for project-affected 
people and other stakeholders, who will be responsible for obtaining information from the 
complainant to identify the source of the problem and verify the complaint. Such complaints will 
be recorded by the SPV in the quarterly project progress reports. 
 
138. Project documents will be disclosed on the ADB and NEGU websites following Table 12. 

 
Table 12: Public Disclosure of Project Documents 

Project Document Website Frequency Audience 
Report and recommendation of 
the President  

ADB Within 2 weeks of Board approval 
of the project 

General public 

Legal agreements  ADB General public 
Initial poverty and social assessme   ADB General public 

Project-affected people 
Project administration manual  ADB General public 

Environmental assessment and 
review framework 
Initial environmental examination 
report of each project 

ADB 
NEGU 
MOE 

Within 2 weeks after ADB’s 
clearance of each document 

General public 
Project-affected people 

Environmental monitoring reports  ADB 
NEGU 
MOE 

Semiannually during construction 
and annually during operation 

General public 
Project-affected people 

Major change to project  ADB Within 2 weeks of approval of the 
change 

General public 

Project completion report  
 

ADB Within 2 weeks of circulation to the 
Board for information 

General public 

Business opportunities; bidding 
process, guidelines, and results 

ADB 
NEGU 
SPV 

Per project progress General public 

Annual audited project financial 
statements 
 

ADB Within 30 days of ADB’s receipt or 
14 days of ADB’s confirmation of 

their acceptability 

General public 

Evaluation reports 
 

ADB Routinely disclosed, no specific 
requirements 

General public 

ADB = Asian Development Bank, MOE = Ministry of Energy, NEGU = National Electric Grid of Uzbekistan, SPV = 
special purpose vehicle.  
Source: Asian Development Bank. 
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X. ANTICORRUPTION POLICY 

139. ADB reserves the right to investigate, directly or through its agents, any violations of the 
Anticorruption Policy (1998, as amended to date) relating to the project. 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.  
 
140. To support these efforts, relevant provisions are included in the loan and project 
agreements and bidding documents for the project. 
 
 

XI. ACCOUNTABILITY MECHANISM 

141. 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.32 
 
 

XII. RECORD OF CHANGES TO THE FACILITY ADMINISTRATION MANUAL 

142. All revision and/or updates during the course of implementation should be retained in this 
Section to provide a chronological history of changes to implemented arrangements recorded in 
the facility administration manual. 
 

Table 11: Record of Facility Administration Manual Revisions and Updates 
 

 Description of Revision Date 

 
FAM agreed with the Government of 
Uzbekistan at the CGIA negotiations  

_____/ _____/ 2021 

 Inception mission _____/ _____/ ____ 
CGIA = counter-guarantee and indemnity agreement, FAM = facility administration manual. 
Source: Asian Development Bank. 

 

 
32 ADB. 2012. Accountability Mechanism Policy 2012. Manila.  

https://www.adb.org/documents/accountability-mechanism-policy-2012
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