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INTRODUCTION

This project for the COORDINATION AND SUPERVISION Container Services Baku -
Turkmenbashi that relates to the contract for the rehabilitation of the ports of Baku and Turkmenbashi
1s a part of the Tacis Traceca Program and is being financed and managed by Tacis/Traceca.

The contract between THE EUROPEAN COMMISSION and D.C. MARKATOS - T.P. LAMNIDES
ATHENS LAW FIRM, (hereinafter the Consultant), was signed on 11 September 1997. In accordance
with the contract's terms of reference the aim of the Inception Report is to set out the Consultant’s
initial findings, any problems encountered or expected, to indicate progress to date, identify
difficulties and to suggest any proposals for the modification of its methodology and/or work plan
required by the individual projects to be supervised.

This Inception Report is the first of a series of reports to be prepared by the Consultant within the
framework of the COORDINATION AND SUPERVISION Container Services Baku - Turkmenbashi
Project and submitted to the Task Manager, to the Port Authorities of Baku, to the Port Authorities of
Turkmenbashi, to Tacis CU Azerbaijan and to Tacis CU Turkmenistan.

This is the Inception Report.

1 PROJECT SYNOPSIS

1.1 Overall Objectives

o Promote the full use of the TRACECA corridor for rail and road transport by supplying and
improving multi-modal rail and container handling facilities for the ferry service across the
Caspian Sea between the Azeri Port of Baku and the Turkmen port of Turkmenbashi.

° Promote the activities and interests of the European Union by financially supporting start-up
operations that positively affect the projects presently under consideration.
B To induce the Republics of Azerbaijan and Turkmenistan to further  develop and foster

harmonious and prosperous economic and political links with the European Union.

1.2 Immediate Objective

The short term objective of this project is to ensure a coordinated technical and operational execution
of the contract under the Project Title:

“"Procurement of Supplies/Container Services between Baku (Azerbaijan) and Turkmenbashi
(Turkmenistan) ™’

The above contract (Project number : TNREG 9754), was signed on 20 January 1998 between the
THE EUROPEAN COMMISSION and GABEG Anlangenbau Engineering GmbH, hereinafter
referred to as the *’Contractor.™

The Contractor undertook :

. To carry out the rehabilitation of the ports of Baku and Turkmenbashi especially for the
improvements of the ports’ ferry terminals and the development of modern cargo handling
capacities, in compliance with the building standards applicable for the works in Azerbaijan
and Turkmenistan.
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1.3

To supply the marine spare parts for Caspian Shipping Company in  compliance with the
common guarantees required in international trade for the technical reliability of the supplies
and with the requirements of the classification societies or similar organizations,

Project Outputs

The improvement of direct link of communication between the Authorities of the Baku and
Turkmenbashi ports, necessary for the cooperation and coordinated execution of the Traceca
projects that concerns two nationally different ports.

An assessment of the infrastructure network with regards to the existing facilities and
equipment currently available and in operative condition in both ports.

An assessment of the procedures and reactions that apply locally to problem solving
situations.

Specialists Training Courses shall be organized by the Contractor.
Transfer of Technical Knowledge to the Beneficiaries.

Project Inputs

Input in EU : 30 man/days
Input in Partner States  : 580 man/days
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1.5

B

1.8

Activities

The Consultant will co-operate all activities of the project with the EU, the beneficiaries, the
relevant authorities and other parties involved and assist the Task Manager in all matters
pertaining to the Project.

The Consultant shall, by deployment of appropriate experts, co-ordinate and technically
support the project through its entire implementation period.

Target Groups
Baku Port Authorities

Turkmenbashi Port Authorities
Caspian Shipping Company

Project starting date : 11 September 1997

Project duration : 15 months
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2. ANALYSIS OF PROJECT
2.1 Project start up

The Consultant, before visiting the Partner States, familiarized itself with the provisions of the
TNREG 9754 Project’s contract, especially with the milestones of the project, the payment schedule,
the description of services and goods to be supplied by the Contractor to the beneficiaries and other
items of importance.

As it was planned, the Consultant’s EU team composed by D. Markatos, I. Nassuphis and A. Perrotis
visited Baku and Turkmenbashi as from 9 February 1998 to 17 February 1998, to hold the Kick-off
Meetings and start providing on the spot co-ordination, supervision and assistance.

During its stay the team had the following meetings :
BAKU

On9.2.98

e The team arrived in Baku and was met by the Contractor’s representatives Mr. Hotzel and Mr.
Krebs and had general discussion about the project.

On 10.2.98

e At 11 PM the team arranged a common meeting with Mamedov (President of Baku Port
Authorities), Mr. Kasimov (Technical Director) and the Contractor’s representatives Mr. Hotzel
and Mr. Ziessnitz

During this meeting the following issues were discussed:

a. The TNREG 9754 Project execution procedures were explained, on the basis of the
provisions of the signed contracts
b. Liaison procedures and contact points were established with the Contractor and the

beneficiary, with the aim of the Consultant being informed in real time of any
problems or setbacks in the implementation of the TNREG 9754 Project. Mr. Hotzel
and Mr. Ziessnitz were nominated as the liaison men in the Contractor and Mr.
Kasimov was nominated as the liaison man in the beneficiary.

c. The compliance with quality requirement was explained.

d. The Project certification procedures were explained (Delivery, Progress, Completion
and Compliance).

e. The schedule of the TNREG 9754 Project’s implementation was agreed.

f. A schedule of regular weekly meetings between the Beneficiary and the Contractor

was set, in order to discuss ongoing project tasks and reach any agreements
required for the project’s smooth progress.
g. Office space was provided.

¢ Following the above meeting the team proceeded with the inspection of the worksites, (forklifts,
cranes, warchouses, tractors), with the exemption of the locomotives that were not shown.

e Photos of sites and equipment were taken.

e Meeting with Caspian Shipping Company’s representative Captain Khalikov.

e Meeting with Tacis Coordinating Units personnel Mr. C. Le Blanc, Mr. J. Laurila and Mr. M.
Kiasimoyv.

6/11
March 24 1998



TACIS SERVICE CONTRACT - TRACECA : Coordination and Supervision
Container Services Baku — Turkmenbashi

On 11.2.98

e Meeting at Caspian Shipping Company’s offices with the Contractor’s representative Mr.
Ziessnitz, Mr. Kasimov (Baku Port Authorities), and Mr. Khalikov, in order to establish
procedures for the inspection of machinery. It was agreed that all machinery log books shall be
handed over to the Contractor whose obligations was agreed to contain Fact Finding, Procurement,
Supply of Spares and Specialists Training Courses.

e Visit to a ship, ( ro.ro ferry). See indicative photographs Present: Mr. Khalikov, Mr. Hotzel and
Mr. Krebs. Established procedure for the inspection of one ship daily by representatives of the
Contractor and Caspian Shipping Company.

e Departure for Turkmenbashi.

TURKMENBASHI

e Meeting with the Contractor’s representatives Mr. Ziessnitz, Mr. Ismael Mamedov, Mr. Aliev and
Mr. Milenko (subcontractor).

On 12.2.98

e Meeting with Mr. H. Durdiev, Head of Turkmen Shipping Company (Port Authorities).

e Inspection of the port. Present: Mr. H. Durdiev, Mr. Ziessnitz, Mr. I. Mamedov, Mr. Aliev and
Mr. Milenko.

¢ Photos of sites and equipment were taken.

e Meeting with Mr. H. Durdiev and the Contractor’s representatives Mr. Ziessnitz, Mr. Ismael
Mamedov, Mr. Aliev and Mr. Milenko.

During this meeting certain discrepancies and ambiguities emerged between the Beneficiary’s in

Turkmenbashi  expectations and the Contractor’s obligations. In particular problems arose with
regards to :

1. The tracing of the roads to be constructed.

. The rehabilitation and/or construction of the Administration Building.
. Alterations and additions to the Gatehouse.

. Alterations to the Inspection Bridges.

. The extend of the surface to be paved by concrete.

. Some other minor issues.

(o R i

Meeting with the Contractor’s representatives Mr. Ziessnitz, Mr. Ismael Mamedov, Mr. Aliev and
Mr. Milenko in order to discuss above items 1-5 and finalize Mr. Durdiev’s expectations.

On 13.2.98
e Meeting with Mr. Durdiev and the Contractor’s representatives.

At this meeting Mr. Durdiev brought up issues relation to the following matters:

1. Repairs should be carried out to the concrete pavement in full, (which was given by the Contractor
as optional).

. The Administration Building

. The Gatehouse

. Modification to the Inspection Bridges.

- LN
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The Contractor’s representatives argued the following:

1. Mr. Durdiev's above requests entail additional costs

2. The Tender Documents contain certain ambiguities that already raise the cost of the project. (i.c.
the existing concrete road that should be rehabilitated is described at the Tender as an asphalt
road).

In the light of the above development a fax was sent same date by Mr. Durdiev and the Consultant to
RAMBOLL, BOOZ, ALLEN AND HAMILTON PLOBEL CONSORTIUM, in Denmark requesting
clarifications on the above matters.

e Employ local expert Mr. R. Safarov and Miss Elena Atayeva as an interpreter .
e Departure for Baku.

BAKU

On 14.2.98 and 15.2.98

e Meeting with the Contractor’s representatives.

o Evaluation of findings.

On 16.2.98

e Meeting with Mr. Mamedov and Mr. Kasimov.

e Meeting at the Contractor’s offices with Mr. Ziessnitz, Mr. Hotzel and Mr. Krebs. Detailed
discussions on the methodology to be followed with regards to the repairs of ferries. Target was set
to achieve the maximum number of operative ships possible.

o Appointment of local expert Mr. Asadov.

e Meeting with Mr. S. Orugov (Caspian Shipping Company’s Head of Technical Department).
Agreement on the methodology to be followed.

o Final on -the -site evaluation of findings.

o Setting the agenda for the matters to be discussed and action to be taken in the team’s next visit to
the beneficiary.

2.2 Deficiencies and ambiguities

The Consultant, having completed its first mission to the Beneficiary States, is now in a position to
identify the main problems encountered, which seem to derive mostly from misunderstanding of parts
of the Tender on the part of the Beneficiary in Turkmenistan, (Turkmen Shipping Company). That
misunderstanding is due to the fact that certain items in the Tender were marked with (*) as optional,
whereas the same items were taken by the Turkmenbashi Port Authorities as an obligatory part of the
Tender. The situation resulted into the following issues:

a. Mr. Durdiev considers it absolutely necessary that for the proper function of the Port , the
paving should not be limited to 1,200 m2 as offered by the Contractor, but it should be extended as to

cover a further surface of 500 m2 and 3,200 m2 as was mentioned as optional in the Contractor’s
Tender.

b. Mr. Durdiev requested that some modifications should be carried out in respect of the
Inspection Bridge. The Contractor argued that such modifications will add further costs to project.
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c. Mr. Durdiev proposes that instead of rehabilitating the old Administration Building and
constructing a new Gate House as per the Tender, a new building could be constructed serving both
purposes.

d. The Contractor pointed out that a number of ambiguities could be found in the Tender, a
prominent of the same pertains to the existing road that is to be rehabilitated, which is mentioned in
the Tender as made of asphalt. In reality it is made of concrete, consequently its rehabilitation is
more expensive.

e: It appears that it is necessary that a number of the existing sleepers in the railway should be
replaced, since they are in bad condition due to stagnant water environment. The replacement entails
an additional cost. The exact number of the sleepers that will be replaced, shall be determined by the
Beneficiary in Turkmenistan and the Contractor and shall be verified by the Consultant’s local expert.

f. An additional problem seems to arise from the reluctance of the Customs department in
Turkmenbashi to accept the Contractor’s equipment. On 25 February 1998 the Contractor reported
that the above Department sealed it s cargo on the ground that they needed approval of tax exemption,
that the Contractor failed to produce. The submission of the contract was not accepted as enough
evidence of tax exemption.

The Consultant is in direct and immediate communication with all parties involved in the above
matters pursuing the goal that a swift solution shall be developed that shall be met by common
consent. However, due to the above mentioned issues, the Contractor proposes the following
modifications to the schedule for “’Civil Works in Turkmenbashi’® as shown in Table 1, which the
Consultant considers as reasonable.
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3 PROJECT PLANNING
3.1 Project approach

The Consultant’s main tasks are:

e To co-ordinate the execution of the TNREG 9754 Project.
e To supervise the execution of the TNREG 9754 Project.

e To assist all parties involved in the TNREG 9754 Project.

Since experience has demonstrated that adequate supervision cannot be exercised neither by means of
telecommunications nor through proxies, the Consultant’s team of three EU experts shall spent 80%
of their allocated time on -the -spot and only 20% at the home office.

The Consultant, in order to overcome the acute difficulties encountered in communicating directly
with Turkmenbashi, employed the services of an additional expert in Baku, who was assigned the task
to forward to the Consultant through Baku all the Consultant ‘s correspondence with Turkmenbashi.

It is planned that the Consultant’s EU experts shall visit Baku and Turkmenbashi at regular four -
months intervals to provide on-the-spot co-ordination, supervision and assistance.

According to the schedule mentioned in the Terms of Reference, the EU experts ought to be present in
Azerbaijan and Turkmenistan in November 1997 (Kick -Off Meetings), March 1998, July 1998 and
October 1998. This schedule was base on the assumption that the TNREG 9754 Project would
commence in November 1997. However, since the Project commenced actually in 15 January 1998,
the schedule of regular visits should be alternated as follows:

February 1998 - first visit
May 1998 - second visit
September 1998 - third visit
December 1998 - fourth visit

Each one of these visits shall require a total of 27 man/days of the EU experts, divided among them
according to the needs of the ContainerServ Project at the time.

It is anticipated that further to the abovementioned regular visits there might be unscheduled ones by
one or more experts, dictated by unforeseen needs. A visit of this sort was fixed for Mr. D. Markatos
to Turkmenbashi for 8 March 1998, in order to assist to the lifting of problems mentioned above in
paragraph 2.2. Mr. Markatos was forced however to cancel his trip to Turkmenbashi due to the fact
that he could not obtain his visa in time. This visit is expected to take place within March 1998.

The above scheduling and allocation of time may be further modified through the course of the
ContainerServ Project, to ensure that the EU experts’ presence on-site coincides with critical moments
of the implementation of the TNREG 9754 Project.
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3.2

4.

Work plan

Throughout the implementation of the TNREG 9754 Project, the Consultant will closely monitor

the execution of works and pay special attention on the keeping of the time schedule provided by
the Contractor.

The Consultant shall provide, if necessary, technical experts to participate to regular meetings
between the beneficiaries and the Contractor to discuss ongoing project tasks and to bring about
necessary agreements.

The Consultant will perform all required pre-delivery, take-over, periodical and end -of -warranty
inspections and will control any project progress milestone.

The Consultant will provide a performing schedule according to which and following the project
progress, the Consultant will issue:

- Certificates of Delivery
- Certificates of Progress
- Certificates of Completion
- Certificates of Compliance

Further to this Inception Report the Consultant shall submit Project Progress Reports at monthly
intervals, containing information on progress and problems encountered to date, including any
inspection reports of the reporting period.

At the end of the ContainerServ Project, the Consultant shall submit a Final Report on the overall
implementation of the Project and the TNREG 9754 Project.

Annex 1

Table 1
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