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Azerbaljan has an important geographical-strategic position, which is of
both economic and political significance. Therefore, Azerbaijan, acting
jointly with many states, the European Union and other international
organizations, has taken an active part in the development and
establishment of the TRACECA Programme, which aims to the restore
the "Historic Silk Road". The Republic of Azerbaijan was one of the eight
post-Soviet Republics (Azerbaijan, Georgia, Armenia, Kazakhstan,
Kyrgyzstan, Tajikistan, Turkmenistan and Uzbekistan), involved in the
initiation and foundation of the TRACECA Programme, which took place

at the European Commission in a conference held in Brussels in May
1993.
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TECHNICAL DESCRIPTION

Freight : Road 48.8%, , Pipelines 28.3%, Seaport 6.1%
Passenger . Road 84.0%, Metro 15.3%, , Airport 0.1%

-

Freight Transportation e Passenger Transportation

: " \ Airport
Railway. - (0.1 %) ol .
’ (16.7%) Metro \
y N\ Road (15.3%) \
A \ (48.8%) "
Pipeline \
(28.3%) ) " Road
5 N R . (84.0 %)
eaport .“ irport \
(6.1%) (0.1%) \
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TECNICAL DESCRIPTION

Timeline of main works at EadtVest railway line financed by RTTF Project

10 lokomotives 10 lokomotives

10 lokomotive's

2011 I 2012 I 2013 I 2014 I 2015 I 2016
| 1 I A VAR | | | A VAR | 1 I A VAR | 1 I A VA | | 1 A VAR | 1l v
g BoyukKesikGanja GanjaUjar UjarHajgabul HajgabulBaku
EIeCtrIIlcatlon Detailed design section (138 km) (112 km) (222 km) (231 km)
(ConverSIon ot AC) 12 months 12 months 8 months 12 months 10 months
BoyukKesikGanja GanjaUjar UjarHajgabul HajgabulBaku
Signalling Detailed design section (138 km) (112 km) (122 km) (131 km)
12 months 12 months 8 months 12 months 10 months
Locomotives . . @ ?
1st party of 2nd party of 3rd party of 4th party of

10 lokomotives

Track Rehabilitation
(317km)

40.1km 111 km

118km 47.9km

I 138 km

112 km

131 km

UBoyuk Kesik

IGanja

! 122 km
Ul

IHa_iigabul

Baku I
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FREIGHT ND PASSENGER TRAFFIC

Actual Forecast
Indicators 2008 2009 2010 2011 2015 2020 2025 2035

Freight 27.40 20.70 20.50 22.10 23.00 29.00 30.00 40.00
(million ton)

Passenger 5387 5306 4011 3500 5400 5800 6000 6500
(thousand p.)
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GENERAL INFORMATION ABOUT THE
PROJECT

A The total cost of the project is estimated at US$795 million, with
US$450 million of World Bank lending. Project costs include the
renewal of critical assets such as track, locomotives, power supply as
well as implementation of an IFRS accounting system and technical
services to support the restructuring.

A The World Bank has maintained regular contact with representatives
of TRACECA, as well as the European Bank for Reconstruction and
Development (EBRD) to keep them informed and to consult with them
on the content of the Project during its preparation phase. The Project
concept fully complies with the objectives of TRACECA and is broadly
shared and supported by this program.

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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GENERAL INFORMATION ABOUT THE
PROJECT

Project Components:

Component 1 T The Rehabilitation of East-West Main Line
component would include track, signaling and power supply
rehabilitation along the east-west corridor.

Component 27 The New Mainline Locomotives component would
finance about 50 new mainline electric locomotives to operate on the
east-west corridor.

Component 3 T The Modernization component would include
support for the full implementation of IFRS accounting and
procurement of equipment for ADY to improve its oil spill prevention
and response capacity.

Component 41 The Project Implementation Component will support
Implementation of the project.

Brussels, 28th February 2012 TRACECA Investment Forum 2012



il ! A3
TRACECH et SR ;;,a%»,_-s.\

Project Purpose:

Satisfy the increasing demand from the population and the economy in railway;

Transportation services;

Satisfy the security demands of the state;

Increase the transit potential of the country;

Improve the quality of the railway services;

Progressively attain financial self sustainability for freight services.

Project Background:

A The project is expected to support the development of services by enabling the
railway to attract growing transit business to Azerbaijan.

A Although such services remain related to the regional oil industry, they provide
Azerbaijan with an opportunity to capitalize on its location by offering value
added services for oil and oil products from neighboring countries. This will
benefit not only the railway, but also other logistics businesses (port services,
storage) that provide services for transit goods. As noted in the State Program
for railway infrastructure development, i t lomg term vision is for Azerbaijan to
become a prosperous transit center for energy and goods flowing between
Europe and Central As i a o

Too oo o o T T
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AGGREGATE FINANCIAL RESOURCES ALLOCATED WITHIN
THE STATE PROGRAMME FOR RAILWAY DEVELOPMENT

TOTAL PROJECT COST
USD 795 MILLION

Czech Export Azerbaljan

World Bank Bank Government

450 min 117 min 228 min
USD USD USD

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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AThe Project will support the implementation of the first phase of the Government
Program, which covers components that are most time-sensitive and will most
rapidly generate cash flow. The project will focus on: (i) maintaining and increasing
the railway business (increasing revenue from US$219 million today to about
US$283 million by 2015) by providing the profitable freight market segment with
proper service, infrastructure and locomotive capacity; (ii) transforming Azeri
Railways into a financially self-sustainable operation in freight transportation by
covering all its costs (including infrastructure maintenance and traction) from
revenues, while improving its operational efficiency; and (iii) improving the
transparency of the railway sector by introducing International Financial Reporting
Standards (IFRS) and profit centers (passenger/freight) and by separating on an
accounting basis the passenger service that could be self-sustained from others.
Overall the Project will ensure lower operating and maintenance costs, lower impact
on environment and will open new vacancies during implementation.

AThe Project will also contribute towards the goal of a full capacity operation of the
Baku-Thilisi-Kars railway link, which is currently under construction and is expected
to be launched by the end of 2013.

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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ENVIRONMENTAL IMPACT

No significant environmental issues are anticipated for this project. In
accordance with the World B a n ks@fegguard policies and procedures, including
OP/BP/GP 4.0 1 Environmental Assessment, the modernization of the ralil
network has been classified as a Category B project for environmental
assessment purposes. No affect to the population, i.e. resettlement or
demolishing of houses is expected during the implementation phase. The project
will create employment for the population living along the corridor and offer
considerably higher salaries from private Contractors; this in turn will improve the
standard for inhabitants. The study specified measures required to upgrade
A DY @apacity in such areas as equipment (emergency trains, station refueling
infrastructure, rail tanker cars, etc.), personnel training, proper supply and
storage of oil spill response materials and procedures for spill

notification and mobilization of response. The project, through a specific
component, will provide support to ADY to address these deficiencies and help
bring A DY @is spill prevention and response capacity closer to international
standards.

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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|NVEST|\/|E AMOUNT AND REPAYMENT
A Investment amount: USD 795 million
A Loan amount: USD 450 million

A Repayment period: 23 years

A Source of Repayment: Government budget, ADY revenues

Brussels, 28th February 2012 TRACECA Investment Forum 2012



IMPACT & FINANCIAL RESULTS OF

INVESTMENT PROGRAM

The net present value of these
cash streams, discounted at
ADY's weighted average cost

of capital (7.7 percent) is AZN

62 million. The Internal Rate of
Return of

the investment is 8.4 percent and
the

payback period is 15.4 years.

ADY is profitable throughout the
forecast period. Net income diminishes
from about AZN 30 million p.a. in
2008-2010 to about AZN 20 million in
2011-2013, as the investment program
boosts interest and depreciation.

As the benefits of the program

are realized through both traffic growth
and improved productivity, however,
profit begins to grow again in 2014-
2020, reaching AZN 30 million by 2020.

Brussels, 28th February 2012 TRACECA Investment Forum 2012




TRACECH

SUMMARY

Envisaged on

Contracts :
the project

Conversion to 25 kV AC

307.0
energy supply
Procurement of new 334.0
locomotives
Signaling and Communication 170
system upgrade '
Track rehabilitation (870 km.) 345.0
TOTAL 1 003.0

Brussels , 28th February 2012 TRACECA Investment Forum 2012

Estimated
cost

525.0

556.0

397.0

905.0

2 383.0

Financial
gap

218.0

222.0

380.0

560.0

1 380.0




TRACECH

New estimations:

1 billion 380 million USD

Ancrease competitiveness of the TRACECA corridor.

Alncrease the logistics component in trade between the EU and
TRACECA countries.

AProvision of modern intermodal facilities and a variety of logistics.

AServices presently absent in Azerbaijan and on the TRACECA corridor.

Brussels , 28th February 2012 TRACECA Investment Forum 2012
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THANK YOU

WE INVITE YOU VISIT AZERBAIJAN

Joint Stock Company nAzer
Mr. Gurban Nazirov - Deputy chairman

Tel.;:+99412 4994413
E-mail: office@ady-piu.org

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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Poti 1 Baku Container Block Train
and International Logistic Center

GEORGIA

W
+I+




297 tons
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GEOGRAPHICAL DESCRIPTION

Targeted Markets of the Project Poti T Baku Block Train:

Transit trade Europe (non TRACECA/CIS) / East TRACECA
Transit trade West TRACECA/CIS / East TRACECA

Direct regional trade / TRACECA (Region/Region).

Direct bilateral trade (Country/Country Georgia Azerbaijan).

o To To I

Brussels, 28th February 2012 TRACECA Investment Forum 2012



Market Detalls

TECNICAL DESCRIPTION

1%

3%

Potential Trade For Project * (Total for East and West bound directio

m Bilateral GE&@ast TRACEC
m Bilateral AZERVest TRACECA/c
Bilateral AZERurope (nont TRACECA&C

B Transittrade West TRACECA/CIS /E
TRACECA

= Transit trade Europe (non TRACECA/CIS) /E
TRACECA

Trade Directions * (Total for East and West bound) Tons

Potential Bilateral GEEast TRACECA 139 230,C
Potential Bilateral AZERVestTRACECA/CIS 1 955 396,C
Potential Bilateral AZERRurope ion TRACECA&CIS) 359 338,C
Potential Transit trade WestRACECA/CIS/EARRACECA 6 063 800,C
Potential Transit trade Europe (non TRACECA/CIS) /East TR 4 783 085,C
Total forall directions 13 300 849,0

Brussels, 28th February 2012 TRACECA Investment Forum 2012




976 436,0 tons

TECNICAL DESCRIPTION

Existing Traffic vs. Market Potential

13 300 849,0 tons

Ral IContainer Flow Georgia / CO_’;?{'Jner Tons equiv. (*)
Azerbaijang 2008 ( )
Transit From/To Poti
to Azerbaijan 4,092 40,920
to Central Asia 562.0 5,620
Transit From/To Batumi
to Azerbaijan 1,118.0 11,180
to Central Asia 56 560
Transit From/To Azerbaijan 5,210 52,100
Transit From/To Central Asia 618 6,180
Total Transit 5,828 58,280
Road TrUCkIOW Georgia Loadekd Tons equiv.(*)
/ Azerbaijang 2008 frue

Border Georgia-Azerbaijan
Red Bridge 46,240 878,560
Lagodekhi 5,297 100,643
Total 51,537 979,203
Direct Bilateral trade
Export 1,274 24,206
Import 1,939 36,841
Transit From/To Azerbaijan 43,534 827,146

Transit through and (to central
Asia
Total Transit

Brussels, 28th February 2012

4,790

91,010

TRACECA Investment Forum 2012

Countr | Partner East West

ies Countries bound bound

Georgia Kazakhstan 19,415 112,604
TRACECA South East 1,978 5,233

ﬁzerba”a TRACECA/CIS 811,415 16,956
TRACECA West 33,288 1,328
Turkey 1,052,863 39,592
Europe (non TRACECA
& CIS) 335,513 24,903

TRACEC

A/CIS Kazakhstan 1,007,496 1,649,092
TRACECA South East 597,057 113,366

TRACEC

A West Kazakhstan 18,795 32,151
TRACECA South East 34,441 21,984
Kazakhstan 334,338 1,416,343
TRACECA South East 609,708 229,058

(non

TRACEC Kazakhstan 1,110,422 2,550,681

A & CIS)

Total

TRACECA South East

635,567
6,602,297

486,653
6,699,943




Existing Conditions
N

1
2
3

o N o o1 b~

10

Obstacle

Transport units

Irregular schedule

Tariff (Varna/lllychevsk to Baku)

Transit time
Average speed
Customs/border
Infrastructure

Competitiveness vs. Tracks

Competitiveness of Caucasus

Unofficial payments

Brussels, 28th February 2012

Measurement

Lack of rail wagons, platforms and containers
3 to 4 weekly

In 1000-1300 Euro expensive than road

48 hours

Approximately 17 km/hr (800 km in 48 hours)
5-6 hours

No Logistics Center for Multimodality operations

(FOR-FOR) Rail - 600 USD. vs. (FOT-FOT) Track i 1,300
USD.TEU. due to handling and door-to-door, full-empty,
Tariff for Rail=Road

1 min. tons Caucasus vs. 13 min. tons North

Increased price and unpredictability

TRACECA Investment Forum 2012



Key Objectives Poti-Baku Block Train

N
1
2
3
4
5
6
7
8

Project realization

Transport units

Regular schedule

Tariff (Varna/llichevsk to Baku)
Transit time

Average speed
Customs/border

Infrastructure

Compet. vs. Tracks

9 Compet. vs. North

10  Unofficial payments

Brussels, 28th February 2012

Measurement

Purchase of rail wagons, platforms and containers
Daily Schedule (both ways)

Competitive rail tariff, about 4,000-5,000 Euro TEU
30 hours (target 25)

Approximately 32 km/hour (800 km in 25 hours)
1-3 hours

Thilisi Logistics Center

(FOR-FOR) Rail-600 USD.TEU and competitive additional
cost for last mile delivery

More than 1 min. tons

Elimination of additional payments and unpredictability

TRACECA Investment Forum 2012



POLICIES

Consistency with National Transport Policies

Georgia

A Ratification of Viking project

A TRACECA Multimodal Agreement

A Private management of Batumi and Poti ports

A Improvement of railway services/modal shift from road to rail
Azerbaijan

A Readiness of Participation in Viking project

A TRACECA Multimodal Agreement

A Improvement of railway services

A Development of Baku International (BISP) and Alyat sea ports

Block -Train Container/Contrailer ~ operational issues currently is under discussion between Georgia and
Azerbaijan railways administration (first draft of operational agreement has been sent to Azerbaijan
railway administration on February, 2012).

Brussels, 28th February 2012 TRACECA Investment Forum 2012



INVESTI\/IET AMOUNT AND REPAYMENT

Financial and Economic Indicators
Summary Results for Amortisation* (Option T E Table -6)

Railway Road External
Capital costs costs costs
Base Case +20% +20% 120% 1 50%
Financial EIRR (%pa) 138% 119% 136% 117% 127%
NPV (UM) 184 181 180 148 164
BCR 14.6 12.0 14.3 11.8 13.0

* Project implemented by Egis International / Dornier Consulting-Cost-Benefit Analysis of a Container Block Train
Service Potii Baku

Brussels, 28th February 2012 TRACECA Investment Forum 2012



Specific Needs of the Project:

A
A
A
A
A

Adaptation/upgrading of existing port and intermodal facilities
Purchase or adaptation of transport units and handling equipments

Inland facilities: dry ports, container depots - associated with logistic
centers

IT systems and solutions - hardware and software
Related training assistance

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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INVESTMENT AMOUNT AND REPAYMENT

Fitting platforms for 3 block trains

Initial Investment: 8.0 min. euro
Estimated Total Cost: 14.5 min. euro

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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OTHER SOCIO -ECONOMIC DESCRIPTIONS

Potii Baku Container Block Train

The Pilot Project was identified and a Feasibility Study was prepared
with the technical assistance of TRACECA during the projectn Mot or w
of the Sea for the Black Sea and the Caspian S e a2009-2011).

Contractor : EGIS bceom, Copetrans, Italferr, Euro-Ukraina Consulting
The Cost Benefit Analysis (CBA) was prepared with the technical
assistance of TRACECA during the projectn L o g | Psoteissessand
Motorways of the Sea |l |

Contractor: EGIS International, Dornier Consulting

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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N Project Advantages N
1 Major logistic hub in the region 1
2 Strategic location between Black and Caspian 2
sea ports (Poti, Batumi, Supsa, Kulevi and Baku)
3 3km i Thilisi City Airport, 15km I City Centre, 300km 1 3
Poti Port, 300km 1 Yerevan, 500km i Alyat Port.
4 Existing railway line, the major road network, 4
Airport
5 Main industrial and commercial centre in the 5
country and region
6 Important node on TRACECA 6
7
8

KEY OBJECTIVES - INTERNATIONAL

LOGISTICS CENTER

Project realization

Container terminal, with direct road and rail access

Container depot

Container service center

ILC service center

Logistics service facilities

TIR parking

Logistics intensive industries and trade

An area for future expansion

TRACECA Investment Forum 2012
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STAKEHLDERS - INTERNATIONAL
LOGISTICS CENTER

Public Sector Stakeholders:

Georgian Railway

Revenue Service of the Ministry of Finance of Georgia (Customs)
The Ministry of Economy and Sustainable Development of Georgia
The Ministry of Defence of Georgia

The Ministry of Regional Development and Infrastructure of Georgia
Thilisi City Hall

Private Sector Stakeholders:

To To To To Do o

A Logistics service providers
A Industrial and commercial companies

Brussels , 28th February 2012 TRACECA Investment Forum 2012
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FINANCIAL AND ECONOMIC INDICATORS

Performance Indicators Social Discount Rate (SDR)

5.5% 10% 12% NA

EIRR Economic Internal Rate of  %pa 16%
Return

MIRR Modified Internal Rate of %pa 8% 10% 13%
Return

NPV Net Present Value EUR M 43 17 10

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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INVESTMENT AMOUNT AND REPAYMENT

The first estimation of required total investment needs (CAPEX) and for
each of the three envisaged stages of ILC development has been
calculated as follows:

A Total of Development Stages: 41.3 min. U

A Sum of Development Stage-I:  31.7 min. G |
A Sum of Development Stage-Il: 7.7 min. G ' # |
A Sum of Development Stage-Il: 1.9 min. (i &

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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OTHER SOCIO -ECONOMIC DESCRIPTIONS

Thbilisi International Logistic Center

The Project was identified and selected and a Feasibility Study was
prepared with the technical assistance of TRACECA during the project

Nl nternational Logistics Centers f
(2009-2011).

Contractor : Dornier Consulting GmbH / NTU / Inros Lackner AG

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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SUMMARY

Investments

RUSSIAN FEDERATION A it
. b P |

e

Poti i Baku Container Block Train ~=

14.5 million Euro 4=

International Logistics Center
41.3 million Euro

vvvvvv

aaaaaaa
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DELIVERED BY

Vakhtang Mikelaishvili - Head of Transport Corridor Development
Division, Transport Policy Department.
Ministry of Economy and Sustainable Development of Georgia

Tel: (+995 32) 299-10-95
Mob: (+995591) 11-99-77
(+995 599) 18-33-11
(+372 54) 70-70-79
E-mail: mikelaishvili@economy.ge
vakhtang.mikelaishvili@gmail.com

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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Unified Air Traffic System
Implementation

THE KYRGYZ REPUBLIC
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UNIFIED AIR TRAFFIC SYSTEI\/I
IMPLEMENTATION

Beijing
—Chifa— |
| |

‘Arabian Sea
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SE NnKyrgyzaeronavigatsiao is the o
the organization and modernization of the air traffic system in the Kyrgyz
Republic.

The establishment of an air corridor spanning Europe-China will create

an unimpeded air route via the Caucasus and Central Asia for

TRACECA.

The location of the Project has the following advantages:

A the opportunity for international airports to be a part of a global aero
transport net involving the States of the region,;

A the improvement in air traffic control quality makes the air space more
attractive for air companies, including most foreign operators.

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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The period of realization: 2 years

The quantity of aircraft flow in a month: 500-550
Modernization will increase the number of aircraft up to 700 in a month
The project encompasses:

Installing modern radar equipment for air traffic service at the main airports
of Kyrgyz Republic

The implementation of modern technology
The purchasing of aerodrome radars

The construction of towers and installation of message commutation
centers

The moderni zation of air traffic
The purchasing of an Instrument Landing System and
Distance Measuring Equipment

o o Do Do Do Io

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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AIRPORT ¢O
A ATIS

A Messages commutation centre

A Telecommunication modernization

A Aerodrome radar

A Tower

SHe
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AIRPORT c¢ISSYK-KULe

Automatic radio direction finder

HF and VHF radio stations

Telecommunication modernization

Automated working position for message commutation centre
Tower

Automated working position for ATC air controller

ILS and DME

e
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CURRENTSTRUCTURE OF ATC SYSTEM

Users
[Communication ATC system
. J Osh i Enroute
b Osh , [shi APP
EUROCAT [ shi Tower
Navigation
- | Bishkek Bishkek i Enroute

- Bishkek i APP
LFA
i Bishkek i Tower

[ Surveillance

N

N
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FUTURE STRUCTURE OF ATC SYSTEM - ONE
SYSTEM OF AIR TRAFFIC SERVICE

[Communication}
[ Navigation J
[ Survelllance J

International airports
ABishkek/Manas
A[ sh
Alssyk-Kul
Others




The availability of aerodromes equipped with modern facilities and air
traffic control systems on air routes on the Great Silk Way will attract air
companies for the following reasons:

A Offering additional capacity for emergency landing and as alternative
aerodrome;

A The best possible route allows significant flight time and fuel savings;
A The provision of flight safety.

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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8000
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2007 2008 2009 2010 2011
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O income in thousands
of EURO
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(1 return on investment
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9000 -

8000

7000 -

6000 -

5000

4000 -

3000

2000

1000

2012 - 2016

8972 2

\j

971.7

8210,8

[ W W W

O_

5,89

2012

8457,2

7761,2

5,89

2013

7994,0

8710,9

5,8%

2014

8233,8

5,89

2015

2016

O income in thousands
of EURO

Il costs in thousands
of EURO

J return on investment
in 2o

5,8%
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INVESTI\/IET AMOUNT AND REPAYMENT

A The modernization and implementation of a unified air
traffic system requires 15 million 590 thousand EUR

A Repayment source i The Kyrgyz Republic budget

A The estimate time of repayment i 12 years

Brussels, 28th February 2012 TRACECA Investment Forum 2012
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OTHER SOCO -ECONOMIC DESCRIPTIONS

The project involves improving air space control to attract new air
companies wishing to operate passenger and cargo transit flights via
the Kyrgyz Republic.

The project wildl all ow SE nKiger gy z
main airports of the Kyrgyz Republic and to improve flight safety.

Unified air traffic system implementation is to take place in
conjunction with the establishing of a unique air route via TRACECA
countries and will result in a Europe-China route that will save flight
time and fuel.

The training of staff will raise the professional level of air traffic
management and level of ATC responsibility.
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SUMMARY

Investment Amount

15 million 590 thousand EUR
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The project does not depend on other

Lo ' oo Sl s
projects and can be fulfilled in short ~ — B
terms. — S
The States involved in project
realization already have significant
experience in the realization of such
programs.
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THANK YOU FOR YOUR ATTENTION

Our web site: www.kanservice.com
kan atm@transfer.k



http://www.kanservice.com/
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TRACECA INVESTMENT FORUM 2012
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Railway Vahdat - Karamyk
(Kyrgyz Border)

REPUBLIK OF TAJIKISTAN
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