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SUMMARY

The beginning of the project M-03, in fact, was laid back in 2005 by Resolution on the State
Programme on general-purpose motor roads development for 2007~2011. Feasibility study was
commissioned to Ukrdiprodor. After passing a comprehensive state examination (expert —
Ukrderzhbudekspertiza State Enterprise), this feasibility study formed the basis for the development
of the project “Capital repair on M-03 Kyiv—Kharkiv—Dovzhanskyi state motor road” and “M-03
Kyiv—Kharkiv—Dovzhanskyi overhaul” approved on August 7, 2013 by the corresponding
Ordinances of the Cabinet of Ministers.

Design and survey work on the section of M-03 motor road began in October 2011 by
Ukrdiprodor. Moreover, in November-December 2011 statements about the environmental
consequences of intent and reconstruction projects/overhaul, and the announcement on public
procurement regarding the selection of the contractor and consulting engineer were published. In
October 2012, Ukraine was able to attract credit funds from the World Bank in the amount of 450
million dollars to perform work on a second project “Road Sector Development Project”, namely
the overhaul of Kyiv—Kharkiv—Dovzhanskyi M-03 motor road at Lubny—Poltava section (km
210 + 000 - km 333 + 250). The project has three components, the first of which (in the amount of
USD 394.2 million) covering the rehabilitation of M-03 motor road.

On January 4, 2013, the Engineers from Technical Supervision department of IRD
Engineering and Egis International initiated works. It should be noted that at the time of the report
preparation, assurance team members were unable to get information about the number of
companies that have expressed interest to execute technical supervision of the M-03 Project.

On January 16, 2013, the Contractor has received official notification of contract award and,
supported by consulting engineers, on March 6, 2013 he began the preparatory work, and since
April 4, 2013, gained access to the road section. Works on M-03 Project were divided into 6 areas
(sections), combined into two contracts (2.1 and 2.2) — for three sections in each.

Given sections of problems that arose during the performance, deficiencies in the design
documents, recriminations and complaints, which can be found later in the report, originally set at
September 25, 2014 work terms have undergone five sequels and the original 540 days increased
more than twice (674 and 658 days respectively to 2.1 and 2.2 of the Contract). However, the cost
has increased by 2.87% and 4.43% respectively to 2.1 and 2.2 of the Contract.

In 2014, the circumstances in Ukraine attributable to force majeure (Revolution of dignity,
annexation of Crimea, fighting in the east of Ukraine) in combination with late payment amounts
for IPC and VAT resulted in a low rate of work (engineers noted that moment in their reports since
the second half of 2014 when testing updates to the program of work, on which the Contractor was
provided with related recommendations). In 2015, the situation is somewhat improved, but
systematic failure of contractual obligations by the Contractor in 2016 made Ukravtodor on August
3, 2016 to direct notice of intent to the Contractor to terminate the contract on the ground that the
company Todini was not actually perform work at the site for over 9 months. Moreover, on August
23, 2016 the Contracts for M-03 Project were breached.

Readiness of the road sections 2.1 and 2.2 for the Contracts are presented in table 0.1.

Table 0.1 — Works progress status at the moment of notice on the Contract breach

Road pavement 73% 90%
Excavation works 96% 97%
Engineering structures 81% 82%
Road furniture 23% 45%
Preparation works 100% 100%
General % of works progress as of 09/11/2016 72% 78%
General % of payment as of 09/11/2016 85.5% 81%
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Current road condition poses the following risks:

- carry-over construction of engineering structures causes narrowing of the
carriageway in these areas and, consequently, decrease of roadway capacity and the need for
additional maneuvers may adversely affect the safety of road users; unfinished earthworks and at
least one unsettled layer coverage in these areas leads to soaked subgrade;

- unfinished road improvement, especially regarding the placement of technical means
of traffic affects road safety adversely.

Granting access to data
CoST team operations within assurance reports preparation is based on the following
documents:

- Construction Sector Transparency Initiative Multi-Stakeholder Group operations statute
(http://g00.21/1JPg2h);

- Memorandum on mutual understanding between CoST Initiative International Secretariat,
the Ministry of Infrastructure of Ukraine, the State Road Agency of Ukraine (Ukravtodor) and
Transparency International Ukraine dated October 20, 2015 (http://go0.gl/QIOTtl);

- Order of Ukravtorod dated June 23, 2016 No 178 “On granting access to information and
regarding access to construction sites for CoST National Secretariat in Ukraine™;

- Separate surety for Ukravtodor dated July 6, 2016 No. 170-OJ] “On granting access to
requested documents and correspondent deals conclusion on non-disclosure” regarding
requirements of chapter 46 of the Civil Code of Ukraine (https://goo.gl/mWf9U6), the Law of
Ukraine “On public funds application transparency” (https://goo.gl/q5J0TQ), the Ordinance
of the Cabinet of Ministers of Ukraine “On list of records, which do not pose commercial
confidentiality” (https://goo.gl/H6PFVE).
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Construction site visit

Within assurance report preparation on July 20, 2016, the assurance team members visited the
construction site.

The purpose of visit was to learn about progress on construction sites for comparison with
disclosed data within CoST and project information.

As works on construction sites were mostly suspended, visit time was synchronized with time
of meetings on issues of project works, in offices of Engineers on technical supervision with a
participation of the Contractor representatives (TODINI Costruzioni Generali S.p.A.), its
subcontracting organization — designer (Ukrdiprodor State Enterprise), the Owner (Automobile
Road Service of Poltava Oblast) and the Engineer (IRD Engineering — Khorol, 10 AM; Egis
Ukraine — Poltava, 3 PM).

In between and after meetings personal knowledges between assurance team members and
representatives of the Engineer, the Contractor, the Owner and the Designer were made.
Responding to a question received, assurance team members provide additional clarification
regarding the purpose of CoST operation, methods of data collection and disclosure, etc.

Due to the presence at the above-mentioned meetings, assurance team members were able to
participate in the discussion of issues and learn the ways of their solution.

The main current problems disclosed at the meetings were:

- The need for carrying out work without the tender documentation (transfer utilities that
were unavailable during the preparation of the reconstruction project, but arose prior to execution);

- erosion on slopes and flooding;

- designing and arrangement of sewage facilities for rain water on bridges (according to

regulatory legal acts of Ukraine, arrangement of such facilities is beyond doubt, but
Ukrdiprodor State Enterprise should have submitted clear instructions and justifications till
28/08/2016);

- response to public response and deputies’ requests execution, for example,
http://goo.gl/DxSRSE;

- damage to the roadside infrastructure due to construction works;

- design and installation of additional underground and overground pedestrian crossings,
local passages beyond the tender documentation, including at the request of local communities;

- design and installation of street lighting (selection of types of lighting that will be used
in the working documents);

- disputes between the Contractor and the Designer on individual design decisions, such
as choosing the types of lamps;

- trees compensatory planting (the Consulting Engineer noticed several discrepancies
between planned and actual condition of planting);

- land acquisition in the field of building structures beyond the tender documentation;

- archaeological excavations within construction sites (http:/goo.gl/FrD8io and p.
284~285 in http://g00.81/r5GttM);

- arrangement of noise fencing; kickoff site and feasibility check.
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INFORMATION SOURCES

Table 2.1 — List of processed documents
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ABOUT M-03 PROJECT

Summary

Table 3.1.1 — M-03 Project summary

M-03 Kyiv—Kharkiv—Dovzhanskyi

Project name motor road at Lubny—Poltava section 3.2,4.1
reconstruction project
Procuring entity | Ukravtodor 4.2
Project Purpose Improvgment of rogdway capacity, traffic, 39
Identification population and environmental safety.
Expectant .
.. General public 3.2
beneficiaries
6 sections of motor road with total length
Specifications of 84,299 km with engineering structures, 3.2
utility systems, etc.
Initial budget in the amount
UAH 2,273,137,052.06 (as of 04/01/2013)
Funding Budget has increased to 34
UAH 2,380,945,823.22 (as of 23/08/2016)
Procedure Designated purpose
Tender process
(project official,
project
supervision (incl. Official Ukrdorinvest
financial))
Tender procedure |International procurement 4.4
Amount of interests |9 table 3.3.1
GD Granit AD Skopje; Metrostav a.s. and
Doprostav a.s. Joint Venture; Road
Building Altcom LLC; Gulsan Insaat; KCC
List of firms Epgineeripg & Construction .Co.; PJ. SC
Tender process tendering Pivdenshliakhbud, Avtomaglstra}l-Plvden table 3.3.1
(the contractor) LLC and Avtomagistral LLC J 0.11’1'[
Venture; JSC Azerkorpu; Todini
Costruzioni Generali S.p.A.; ONUR
Taahhut Tasimacilik
Number of firms
admitted for 9 table 3.3.1
tendering
Successful bidder |Todini Costruzioni Generali S.p.A. 3.3
Tender process Tender prqcedure Two-'level bidding 5.1
(project works) The designer Ukrdiprodor 5.3
Design supervision |Ukrdiprodor 4.8
Tender process Tender procedure |International procurement 4.20
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engineerin IRD Engineering LLC; Egis International
(supgérvision% The consultant with Eufrgo-Ukraiie Consu%ting LLC 4.10,4.22
Contract firm Todini Costruzioni Generali S.p.A. 33
Work volume Technical specifications, bills of quantities,
Contract etc. according to tender documentation
Contract 2.1 — UAH 1,161,199,089.44
Cost WVAT) | contract 2.2 — UAH 1,111,937.962.61 34
Implementation
Contract ’ period >40 days 35
Warranty obligations | 730 days 3.5
Contract Arrangement of addiFional structures for
traffic safety and drainage, utility systems table 3.2.4
amendments .
displacement
Cost increase Contract 2.1 — UAH 56,203,819.84 34
(w/o VAT) Contract 2.2 — UAH 51,604,951.32 '
Increase to contract |Contract 2.1 — 674 days 35
duration Contract 2.2 — 658 days )
Contract Payment certificates are submitted monthly
execution Payment certificates |(payment in terms of VAT return is 3.4
performed with delay mostly)
Actually paid Contract 2.1 — 85.5% 417
amounts Contract 2.2 — 81% )
Actually executed |Contract 2.1 — 72%
works Contract 2.2 — 78%
Actual status The contract is not being implemented due 417

to breach on 23/08/2016

General information

M-03 project is performed based on the State Economic Programme on general-purpose
motor roads development for 2007~2011.

According to documents, M-03 Project works distribution is executed (table 3.2.1) under two
contracts, each of which is divided into 3 sections.

Table 3.2.1 — M-03 Project work sites distribution

km 210 +000 —
2.1 km 220 +782 10.782
km 228 +000 —
2.1 2.2 km 239 4317 11.317 39.099
84.299
23 km 258 +000 — 17.000
) km 275 +000 ]
km 282 +000 —
2.2 24 km 300 4550 18.550 45.200
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km 300 +550 —

25 MR 22450
km 329 1050

20 km 336 +873 4.200

Reconstruction sections are located at Lubny, Khorolsk, Velykobagachansk, Reshetyliv and
Poltava regions of Poltava Oblast territory (fig. 3.1.1).

The necessity of motor road reconstruction is based on poor technical status of traffic-bearing
surface and engineering structures influencing negatively on traffic safety and not allowing to
provide its proper transport performance.

Construction works can be considered as standard. During the construction, new technologies
were not applied. Most of road goes through level terrain.

According to TEJ explanatory note, significant rutting and unevenness are observed at the
existing road surface, highlighting the necessity of repairs execution.

The reconstruction will positively effect on transport infrastructure at international,
countrywide, regional and local levels. Planned operations will provide the improvement of traffic,
population and environmental safety.
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Figure 3.1.1 — Work sites layout
B Lot I —km 210+000 —km 220+782; B Lot 4 — km 282-+000 — km 300+550;
B Lot 2 —km 228+000 — km 239+317; Lot 5 —km 300+550 — km 323+000;
B Lot 3 —km 258+000 — km 275+000;  ® Lot 6 — km 329+050 — km 336+873.

List of works on M-03 Project provides for expansion of roadway up to 4 pathways, change
of the existing road pavement, construction of new loop roads around agglomeration, reconstruction
and construction of new interchanges, bridges, pipes, roadsides, traffic-bearing surface side-slopes,
etc. (table 3.2.2~3.2.4).
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Table 3.2.2 — Main categories of works provided by M-03 Project.

Local minor modifications of axial arrangement
1 .. v v v
lay of existing road
Local re-levelling of the existing longitudinal
2 | section: radius increase of concave and convex v v v v v v
curves
Expansion of the existing road from technical v v v

3 category II to technical category 1-b

4 | Local limited re-levelling of the existing road

5 Conduit of reinforcing layer (shaping course) on
existing road surface

6 | Arrangement of top layers of road pavement

7

8

9

Arrangement of roadsides at bus stops and the
stops

Arrangement of lightening, where necessary
Protection and isolation of utility systems,
where necessary

Repairs and installation of surface drainage
system (channels, gutters, etc.)

11 | Repairs and expansion of existing culverts
12 | Mounting of metal corrugated pipes

13 | Installation of safety fencing

14 | Installation of road signs

15 | Arrangement of road surface marking
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Table 3.2.3 — Individual plan indicators provided by M-03 Project.

I | Deforestation pes | 40969 | 8.650 | 6133 [ 17 | 9460 | 175 | 958
2 | Maple transplanting pes | 11,488 | 2,163 | 1,533 | 3,896 | 3,896 - -
3 | Oak transplanting pes | 11,489 | 2,163 | 1,534 | 3,896 | 3,896 - -
4 | Poplar transplanting pes | 11,487 | 2,163 | 1,533 | 3,895 | 3,896 - -
5 | Birch transplanting pes | 11,486 | 2,161 | 1,534 | 3,896 | 3,895 - -
6 | Excavation works o’ 4,914,03 | 838,0 | 711,6 | 1,262 | 1,219 | 378,5 | 503,6
4 74 98 435 | ,581 67 79
7 | Regrassing 2 2,021,67 | 239,7 | 252,7 | 403,5 | 229,7 | 386,1 | 509,6
6 79 47 94 79 71 06
8 | Geotextiles for asphalt 2 34,06 | 30,99 342,77 | 18,99
concrete reinforcement m" | 426,773 9 4 ) ) 20 0
9 | Shaping of existing 2 60,16 | 76,76 | 146,0 | 189,9 | 339,3 | 116,6
surface m" | 928,882 | g 3 35 | 43 | 51 | 22
10 | Curbs m 47473 10i58 2.156 11‘,194 7,538 144164 610
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11 | Road signs pes | 2,790 327 684 507 552 563 157
12 goa}d signs of individual pes 230 71 33 77 4 R6 9
esign
13 | Road surface marking 80,00 | 88,89 | 118,1 | 132,3 | 126,3 | 87,10
m | 632,829 1 75 9 39 | 08 | 76 0
14 | One-way metal safety 22,38 | 19,88 | 51,94 | 20,69 | 10,17

m | 133,650 | 8,566

fence 4 3 8 8 1
15 | Two-way metal safety | | 35514 | 9028 | 2204 | 1,732 | 864 | 218

fence ’ ’ ’ ’ 6
16 | Guide posts pes | 2,513 395 645 261 96 551 565

Table 3.2.4 — M-03 Project engineering structures

1 209+993 | R/c pipe,d=1.58 m project
2 211+134 | Bridge across Voinikha River project
3 213+613 | Metal corrugated pipe,d =2 x 1.58 m project
4 217+226 | Metal corrugated pipe, d =2.6 X 1.75 m project
5 217+831 | Metal corrugated pipe, d =2.2 X 1.75 m project
6 220+357 | Metal corrugated pipe, MP150 project
7 228+160 | Flyover project
under 1?1 2.1 7 structures
8 229+550 | Metal corrugated pipe, d = 1.57 m project
9 229+900 | Metal corrugated pipe, d = 1.57 m project
10 230+615 | Metal corrugated pipe, d = 1.57 m project
11 2314370 | Metal corrugated pipe, d = 1.57 m project
12 232+350 | Underground pedestrian crossing additionally
13 233+310 | Metal corrugated pipe, d = 1.57 m project
14 236+400 | Metal corrugated pipe,d =2 x 1.57 m project
15 238+191 | Metal corrugated pipe,d =2 x 1.57 m project
16 238+570 | Underground pedestrian crossing project
Total 9 structures according to project documentation
under lot 2.2 1 structure according to additional projects
17 262+396 | Metal corrugated pipe, d =1.57 m project
18 264+970 | R/cpipe,d=1.5m project
19 266+183 | Cattle crossing, 8 x 2.5 m project
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20 266+447 | Bridge project
21 271+002 | R/cpipe,d=1.5m project
22 271+457 | R/cpipe,d=1.5m project
23 273+150 | Cattle crossing, 8 x 2.5 m project
24 273+386 | R/cpipe,d=2x1.5m project
25 274+777 | R/cpipe,d=1.5m project
uner0 ltgi 23 9 structures
26 282+741 Cattle crossing, 6 x 2.5 m additionally
27 285+100 | R/cpipe,d=3x1.5m project
28 285+159 | Cattle crossing — bridge, 4 x 2.5 m additionally
29 286+300 | Overground pedestrian crossing additionally
30 286+312 | Overground pedestrian crossing project
31 286+680 | R/cpipe,d=1.3m project
32 287+550 | Cattle crossing, 6 x 2.5 m additionally
33 288+240 | R/cpipe,d=1.0m project
34 288+621 | Underground pedestrian crossing project
35 288+794 | Underway flyover, 8 x 5.5 m additionally
36 292+150 | R/cpipe,d=3x1.5m project
37 292+179 | R/cpipe,d=4.2x2.5m additionally
38 293+940 | R/cpipe,d=1.0m project
39 293+943 | Underground pedestrian crossing project
40 294+800 | Overground pedestrian crossing additionally
41 296+125 | R/cpipe,d=1.0m project
42 296+700 | R/cpipe,d=2x1.5m project
43 298+800 | Cattle crossing, 6 x 2.5 m additionally
44 298+930 | R/cpipe,d=2x1.25m project
45 299+250 | Underground pedestrian crossing, 4.2 mx 2.5 m additionally
Total 11 structures according to project documentation
under lot 2.4 9 structures according to additional projects
46 300+943 | R/cpipe,d=1.5m project
47 302+457 | R/cpipe,d=1.5m project
48 303+834 | R/cpipe,d=1.5m project
49 305+051 | Underway flyover, 8.0 x 5.5 m additionally
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50 305+944 | Bridge across Govtva Gruzka River project
51 306+585 | Cattle crossing, 6.0 x 2.5 m project
52 306+816 | Overground pedestrian crossing additionally
53 308+793 | R/cpipe,d=1.5m project
54 3124060 | R/c pipe,d=1.5m project
55 314+091 | Bridge across Govtva Olkhova River project
56 318+829 | Cattle crossing additionally
57 318+829 | R/cpipe,d=2x55m project
58 319+859 | Overground pedestrian crossing additionally
59 3214383 | R/cpipe,d=2x55m project
60 322+593 | R/cpipe,d=1.5m project
Total 11 structures according to project documentation
under lot 2.5 4 structures according to additional projects
61 329+428 | R/cpipe,d=1.25m project
62 329+887 | Overground pedestrian crossing additionally
63 330+590 | R/cpipe,d=1.25m project
64 3314942 | R/cpipe,d=1.25m project
65 3324294 | Underground pedestrian crossing, 4.0 m x 2.5 m additionally
66 332+730 | R/cpipe,d=1.25m project
67 332+820 | Underground pedestrian crossing, 5.0 m x 2.5 m additionally
Total 4 structures according to project documentation
under lot 2.6 3 structures according to additional projects

Considering additional work volumes, the Contractor submitted a variety of claims to the
Owner (table 3.2.5) regarding work terms continuation and the correspondent increase of funding.
Part of claims was rejected or disposed by the Engineer Service, but in general, the Owner
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confirmed under M-03 Project 10 ordinances regarding cost change and work completion terms

(table 3.2.6).

Graphic presentation of initial terms and costs and further changes ratio is specified in table

3.4.3~3.44,3.5.1~3.5.2 and in fig. 3.4.1~3.4.2,3.5.1~3.5.2.

Table 3.2.5 — Claims presented by the Contractor

Pre-payment for mobilization

Delay with drawings or instructions submission

Delay with right-of-way coordinates submission

Delay with standards and regulations submission

—_ (NI —

submission

Engineering networks. Delay with technical specifications

—

Delay with the Engineer instructions submission Noise
fencing

Delay with granting access to section

Delay in granting the certificate on trees cutting down

Adjustments related to changes in legislation

Delay in VAT part payment from [PC sum

Delay in payment for work performed on IPC

[ | | = | 1

Recovery of customs duties and VAT on importation of
equipment

Notification of inability to perform work on the site

The ban on the use of asbestos pipes

Overmoistened sections

Difficulties with the purchase and delivery of bitumen

Electricity turn-off

The limitations associated with weather conditions

Reinforcement on crossing tracks

Unforeseen physical conditions

e [ et | e [ et | e | (YD | e | et

The delay caused by the activities of the authorities
considering mining by the Contractor

—

TOTAL

41

Table 3.2.6 — Ordinance regarding period extension and cost change

Contract 2.1

C2.1-7  |transport tunnel at km 228+160,
underground pedestrian crossing at

Extension of time periods — Delay in VAT
C2.1-1 Additional cost — General items 5,023,940.09 26 part payment

Extension of time periods — Delay in VAT
C2.1-2 Additional cost — General items 9,209,664.88 181 part payment

Extension of time periods — Delay in VAT
€2.1-3 Additional cost — General items 2,676,356.42 60 part payment

Extension of time periods — Delay in VAT
C2.1-4, |Additional cost — General items part payment
C2.1-5, |Part 3 “Engineering structures” 25,575,475.34 83
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km 232+317

Extension of time periods — Delay in VAT
€2.1-8 Additional cost — General items 13,718,382.90 254 part payment

Contract 2.2

Extension of time periods — Delay in VAT
€2.2-1 1 A dditional cost — General items >117,729.70 06 part payment

Extension of time periods — Delay in VAT
€2.2-2 Additional cost — General items 8,077,609.94 181 part payment

Extension of time periods — Delay in VAT
€2.2-3 | A dditional cost — General items 2,430,970.73 62 part payment

Extension of time periods — Delay in VAT
C2.2-4 . .

C2.9-5 Additional cost — General items part payment
C2.2 5 Part 3 “Engineering structures™ bridge Additional
o at km 285+159, cattle crossing at km works.

€2.2-7 287+550, flyover at km 288 + 794, 25,852,654.84 o1
C2.2-8 .
cattle crossing at km 318+828,
C2.2-9 . :
C20-1] |crossing at km 329+887, crossing at
’ km 3324294, crossing at km 332+820
Extension of time periods — Delay in VAT
¢2.2-14 Additional cost — General items 10,125,986.11 228 part payment
Summary

It should be noted that ultimately all claims of the Contractor were resolved in working order,
and Ordinances regarding the period extension and cost increase (table 3.2.6) were based on the
delay in IPC payment and VAT compensation (table 3.4.5 — 3.4.6).

Approval of the Contractor with the justification of the Ordinance meant the elimination of all
past claims.

The procedure of claims submission

It should be noted that under Section 20 of the General requirements of the Contract, if the
Contractor believes he has the right to extend the term of works and/or additional cost, he should
provide the Engineer service (4.22) with notice describing the events and circumstances that were
the cause of the claim within 28 days from the date when the Contractor knew or should have
known of such events or circumstances.

If the Contractor does not express claims within 28 days, the Owner is released from liability
in connection with this claim.

Over the next 14 days (total 42 days after the onset of the events preceding the claims), the
Contractor directs the detailed complaint with the rising cost justification and period extension to
the Engineer Service.

The Contractor is entitled to a refund or period extension only for that part of the claim, which
he justified.

The Engineer Service has 42 days to approve or reject claims.

If within 42 days the Engineer does not respond, either party may consider a claim rejected
and appeal to the Council to resolve the dispute.

Remarks of the Engineer considering the Contractor’s claims

Several times the Contractor gave notices without providing further justification for these



—a Assurance Report on IFl Projects

notices, or vice versa — the Engineer received several claims, notes for which he did not receive.
Consequently, the claims were invalid.

Since the Contract, all claim notices and claims themselves submitted by the Contractor had
inconsistencies in their names and numbering.

This situation made it impossible to analyse documents, since the lack of consistency between
the two procedural stages (notice of claim and justification) and improper execution gave the
Engineer the right to reject such submissions. Almost the majority of notices on claims were not
consistently complemented by the claims, as well as most of the claims were not timely
complemented by notices to them.

The Engineer received several letters explaining the reasons for filing claims and long
explanations of claim nature and what was not necessary, since the Engineer and the Owner know
what happened on site. At the same time, the Contractor has not provided a document that was
required several times to correct the discrepancies in the names of notices on claims and the actual
claims themselves.

In other words, each of the notice on claim had a different name than provided justification
for this claim. Thus, between the two documents the link was lost, making them invalid. At the
request of the Engineer on granting summary table, which would establish a link between response
messages and claims, was not yet received, which significantly complicated the process of
responding to the claim.

Contract firm
9 of 12 participants from 8 countries, 2 of which — from joint ventures were admitted to

bidding on the Contractor selection (table 3.3.1).

Table 3.3.1 — Bidders

) ) The Republic of
1 GD Granit AD Skopje Macedonia
Joint Venture
2 Metrostav a.s. and The Czech Republic
Doprostav a.s. The Slovak Republic
3 Road Building Altcom LLC Ukraine
4 Gulsan Insaat The Republic of Turkey
5 KCC Engineering & Construction Co. The Republic of Korea
Joint Venture
6 PJSC Pivdenshliakhbud Ukraine
Avtomagistral-Pivden LLC and Ukraine
Avtomagistral LLC Ukraine
The Republic of
7 JSC Azerkorpu Azerl‘t))aij an
8 Todini Costruzioni Generali S.p.A. Italy
9 ONUR Taahhut Tasimacilik The Republic of Turkey

Tender proposals analysis is specified in annexes.

The Contractor selected Todini Costruzioni Generali S.p.A. Total contract cost equals to
UAH 2,273,137,052.06 (table 3.4.1).

Project funding

Individual financial indicators of M-03 Project execution are specified in section 3.4. It
should be noted that VAT is compensated to the Contractor by the Owner at the expense of public
funds.



(™)
[

HIH
i

Assurance Report on IFl Projects

Table 3.4.1 — M-03 Project work cost

2.1 311,631,356.85 | 251,359.464.04 | 50,271,892.81 | 10,000,000.00

2.1 22 386.505.209.80 | 313.754.341.50 | 62.750.868.30 | 10,000,000.00

23 463.062.522.80 | 377.552.102.33 | 75.510.42047 | 10.000,000.00

Total under the 1,161,199,089.45 | 942.665,907.87 | 188,533,181.58 | 30,000,000.00
contract 2.1

24 500.476.948.58 | 416.230.790.48 | 83.246.158.10 | 10,000,000.00

22 25 482.999.097.12 | 394.165.914.27 | 78.833.182.85 | 10.000,000.00

2.6 11946191691 | 91.218.264.09 | 18.243.652.82 | 10,000,000.00

Total underthe | 111 937 962 61 | 901,614,968.84 | 180.322,993.77 | 30,000,000.00
contract 2.2

TOTAL 2,273,137,052.06 1’844’2’130’876'7 368,856,175.35 | 60,000,000.00

Table 3.4.2 — M-03 Project construction costs distribution

1 General items 8.4 8.5
2 | Road works 73.1 74.5
3 | Utilities 10.2 10.1
4 | Engineering structures 5.2 4.2
5 | Reserved sums 3.1 2.7

Total 100 100

2.1

Table 3.4.3 — Contract 2.1 work cost increase

Continuatio|Continuatio|Continuatio|Continuatio
n2 (11/03/|n 3 (20/08/|n 4 (16/09/|n 5 (01/12/
2015) 2015) 2015)
gé’ 1,161,199,08 | 5,023,940. | 9,209,664. | 2,676,356. [25,575,475|13,718,382
2' 3’ 9.45 30 88 42 34 .90

56,203,819.85

1,195,489,627.3
1

2.2

io|Continuatio

n2(11/12/
2014)

n3(21/08/
2015)

Continuatio
n 4 (16/09/
2015)

Continuatio
n5(11/12/
2015)

g'g’ 1,111,937,96 | 5,117,729. | 8,077,609. | 2,430,970. {25,852,654 10,125,986
2' 6’ 2.61 70 94 73 .84 A1

51,604,951.32

1,163,542,913.9
3
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Figure 3.4.1 — M-03 Project work cost distribution under the contract 2.1, UAH

Cost of works under the Contract 2.1

B 1161199 089,452;95,38%

minitial

H continuation 1
® continuation 2
H continuation 3
® continuation 4

¥ continuation 5

® 5023940,302;0,41%

® 9209664,882;0,76%
® 13718382,902;1,13%

B 2676356,422;0,22%
B 25575475342;2,10%

Figure 3.4.2 — M-03 Project work cost distribution under the contract 2.2, UAH

B 1111937962,612;
95,56%

W initial

M continuation 1
W continuation 2
M continuation 3
W continuation 4

W continuation 5

B 5117729,702;
0,44%

® 10125986,112;
0,87%

B 8077 609,942;
0,69%

® 25852654,842; L W 2430970,732;
2,22% 0,21%

Since the payment was made timely only for 3 times (table 3.4.5 — table 3.4.6), and the
average delay in VAT refunds was 122 days (from 2 to 343 days of delay), the Contractor in
accordance with the Contract it. 16.1 “The Contractor’s right to suspend or reduce the pace of work
and receipt of appropriate extension of work completion and additional funds” applied regarding

adjustment, including monetary compensation (including the National Bank of Ukraine discount
rate and the delay number of days).
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Table 3.4.5 — IPC payment under the contract 2.1

Pre-
payme | 06/02/2013 | 20/03/2013 | 12/03/2013 | 15/03/2013 |08/05/2013 -8 -5 49
nt
1 17/05/2013 {26/07/2013 | 19/06/2013 | 24/06/2013 | 14/08/2013 -37 -32 19
2 12/06/2013 [ 21/08/2013 |20/08/2013 [ 23/08/2013 | 05/09/2013 -1 2 15
3 24/07/2013|02/10/2013 | 30/08/2013 | 04/09/2013 | 10/09/2014 -33 -28 343
4 19/08/2013 | 28/10/2013 | 03/10/2013 | 08/10/2013 | 10/09/2014 -25 -20 317
5 26/09/2013|05/12/2013 129/10/2013 [ 01/11/2013 | 10/09/2014 -37 -34 279
6 17/10/2013 {26/12/2013|19/11/2013 | 22/11/2013 | 10/09/2014 -37 -34 258
7 27/11/2013 1 05/02/2014 | 18/12/2013 |23/12/2013 | 10/09/2014 -49 -44 217
8 25/03/2014 1 03/06/2014 | 12/05/2014 | 15/05/2014 | 10/09/2014 -22 -19 99
9 17/04/2014 [ 26/06/2014 | 16/06/2014 | 18/06/2014 | 10/09/2014 -10 -8 76
10 |10/06/2014|19/08/2014 {15/07/2014 | 18/07/2014 | 11/09/2014 -35 -32 23
11 |11/07/2014|19/09/2014 [ 08/06/2014 | 13/06/2014 | 11/09/2014 -103 -98 -8
12 | 18/08/2014 (27/10/2014 [ 11/09/2014 | 16/09/2014 | 11/09/2014 -46 -41 -46
13 102/10/2014 (11/12/2014 {30/10/2014 | 04/11/2014 | 13/06/2015 -42 -37 184
14 104/11/201413/01/2015 {04/12/2014 {09/12/2014 | 19/06/2015 -40 -35 157
15 |05/03/2015|14/05/2015 [ 08/04/2015 | 13/04/2015 | 22/05/2015 -36 -31 8
16 | 13/05/2015(22/07/2015 |24/06/2015 |26/06/2015|22/09/2015 -28 -26 62
17 |06/08/2015|15/10/2015 | 15/09/2015|17/09/2015|07/12/2015 -30 -28 53
18 |21/08/2015|30/10/2015 25/09/2015|{29/09/2015|07/12/2015 -35 -31 38
19 |16/09/2015(25/11/2015|06/11/2015|12/11/2015|07/12/2015 -19 -13 12
20 [04/11/2015(13/01/2016|17/12/2015|22/12/2015|25/12/2015 -27 -22 -19
21 |16/12/2015|24/02/2016 [ 11/04/2016 | 13/04/2016 | 13/04/2016 47 49 49
Maximum value 47 49 343
Minimum value -103 -98 -46
Table 3.4.6 — IPC payment under the contract 2.2
Pre-
payme | 06/02/2013 | 20/03/2013 | 12/03/2013 | 15/03/2013 |08/05/2013 -8 -5 49
nt
1 13/05/2013 {22/07/2013 | 19/06/2013 | 24/06/2013 | 23/08/2013 -33 28 32
2 26/06/2013 | 04/09/2013|120/08/2013 | 23/08/2013 | 06/09/2013 -15 -12 2
3 09/08/2013 | 18/10/2013|03/09/2013 | 06/09/2013 | 10/09/2014 -45 -42 327
4 28/08/2013 | 06/11/2013 |03/10/2013 | 08/10/2013 | 10/09/2014 -34 -29 308
5 23/09/2013|02/12/2013 129/10/2013 [ 01/11/2013 | 10/09/2014 -34 -31 282
6 16/10/2013 {25/12/2013|18/11/2013 |21/11/2013 | 10/09/2014 -37 -34 259
7 27/11/2013|05/02/2014 | 18/12/2013 [ 23/12/2013 | 10/09/2014 -49 -44 217
8 03/03/2014 | 12/05/2014 | 12/05/2014 | 14/05/2014 | 10/09/2014 0 2 121
9 16/05/2014 {25/07/2014 | 16/06/2014 | 18/06/2014 | 10/09/2014 -39 -37 47
10 |16/06/2014|25/08/2014 {15/07/2014 | 18/07/2014 | 11/09/2014 -41 -38 17
11 |11/07/2014|19/09/2014 [ 08/08/2014 | 13/08/2014 | 11/09/2014 -42 -37 -8
12 | 15/08/2014 (24/10/2014 [ 11/09/2014 | 16/09/2014 | 11/09/2014 -43 -38 -43
13 102/10/2014 (11/12/2014 {30/10/2014 | 04/11/2014 | 17/06/2015 -42 -37 188
14 |03/11/2014 12/01/2015|04/12/2014 | 08/12/2014 | 19/06/2015 -39 -35 158
15 |19/02/2015|19/02/2015 [ 08/04/2015 | 13/04/2015 | 22/09/2015 48 53 215
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20/04/2015|29/06/2015|24/06/2015 [ 26/06/2015 |22/09/2015 85

17 |17/06/2015|26/08/2015 [ 11/09/2015 | 16/09/2015 | 22/09/2015 16 21 27
16 |18/08/2015|27/10/2015 (25/08/2015|29/09/2015|07/12/2015 -63 28 41
19 109/09/2015|18/11/2015 {06/11/2015|12/11/2015|07/12/2015 -12 -6 19
20 [03/11/2015|12/01/2016|17/12/2015 [22/12/2015|25/12/2015 -26 21 -18
Maximum value 48 53 327

Minimum value -63 -44 -43

Project terms

Under the contractual arrangements, works on M-03 Project started on April 4, 2013 and
should last 540 days followed by 730 days warranty period.

Supervision of the construction is performed by engineering consultants (see conclusions to
section 4.10).

As a result of reasons specified in the report, reconstruction period continued for 5 times
(table 3.5.1 —table 3.5.2).

Table 3.5.1 — Work completion period change under the contract 2.1

Continu
ation 5
(01/12/
2015)

Continu
ation 4
(16/09/
2015)

Continu
ation 3

(20/08/
2015)

21 Duration 254 +674

2.2: ‘ 26/09/ till till till till till till

73 Deadline 2014 31/12/ 30/06/ 29/08/ 20/11/ 31/07/ | 31/07/201
2014 2015 2015 2015 2016 6

Figure 3.5.1 — Work duration distribution under the contract 2.1, days

W 96;7,91% H 181; 14,91%

W 60; 4,94%

H 83;6,84%

W 254;20,92%

B 540; 44,48%

W initial

B continuation 1

M continuation 2 B continuation 3 M continuation 4 B continuation 5
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Table 3.5.2 — Work completion period change under the contract 2.2

Continu | Continu | Continu
ation 3 ation 4 ation 5

(1/08/ | (16/09/ | (11/12/
2015) | 2015) | 2015)

24 Duration +228 +658

7 5: ' 26/09/ till till till till till till

26 Deadline 2014 31/12/ 30/06/ 31/08/ 30/11/ 15/07/ | 15/07/201
2014 2015 2015 2015 2016 6

Figure 3.5.2 — Work duration distribution under the contract 2.2, days

W 96; 8,01% = 181;15,11%
W 62;5,18%

® 91;7,60%

m 228;19,03%

B 540; 45,08%

= continuation 5

B continuation 4

M initial M continuation 1 W continuation 2 M continuation 3

It should be noted that the main causes of delay in M-03 Project execution are:

differences between project documentation and the actual situation on the road;

For example, the need for transferring of high pressure gas pipeline on km 210+211, whichin
conjunction with delay of working drawings approval with the competent authorities made it
impossible to perform any work in the area where the pipeline was supposed to be transferred up to

December 28, 2015 (6.2).
an additional amount of work not covered by the tender documentation (table 3.2.4);

unstable geopolitical situation and economic situation in the country and consequently

the delay in payment of IPC and VAT refunds (table 3.2.5);
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PROACTIVE DISCLOSURE

Project name

Project name

Capital Repair on M-03 Road
Kyiv - Kharkiv - Dovzhansky at Lubny - Poltava
section, km 210+000 — 300+550; 300+550 —
323+000; 329+050 — 333+250

Conclusion 4.1: The documents [2.2~4.7] describes the project name or “Reconstruction of
Kyiv—Kharkiv—Dovzhanskyi M-03 motor road” or detailing of sections.

Project Owner

Owner’s name

The State Agency of Automobile Roads of Ukraine

Owner’s EDPNOU

2 — confirmed

25898491 Conclusion 4.2.1

Subordination The Ministry of Economics of Ukraine
Central

administration’s 3747062

EDPNOU

2 — confirmed
Conclusion 4.2.2

Project initiation
decision number and
date

The Second Loan Agreement between Ukraine and
the World Bank “Second Roads and Safety
Improvement Project” dated October 11, 2012
(entered into force on December 24, 2012)

Conclusions 4.2:

4.2.1. According to portal https://usr.minjust.gov.ua/ua/freesearch the Owner EDPNOU code
(25898491) specified belongs to Automobile Road Service of Poltava. Thus, the name of the Owner
should be put in the wording “The State Road Agency of Ukraine via Motor Road Service of

Poltava Oblast” or EDPNOU code should be replaced to 37641918.
4.2.2. According to portal https://usr.minjust.gov.ua/ua/freesearch, the
Infrastructure EDPNOU code should be 37472062.

Ministry  of

Project description

international
State Target Economic Programme on general-
purpose motor roads development for 2013~2018
approved by the Ordinance of the Cabinet of
Ministers of Ukraine dated July 11, 2013 No. 696.
Transfer of motor road from II to 1-b technical
category. Refurbishment or upgrade of motor roads
and engineering structures transport performance or
reduction of geometrics and specifications of

Road significance

Project mission
(reference to the
programme)

2 —rejected
Conclusion 4.3

Project description
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individual elements, taking into account traffic flow
and axial loadings increase, to valid regulatory
requirements.

Conclusion 4.3: As justification for the project the State target economic program, which
effective date is later than the date of the documents relating to the tender and announcement of
successful bidders, is given. Thus, it is necessary to refer to earlier documents, as it is done in the
Environmental Impact Statement.

Project subject

2 —rejected
Road length 85.796 km Conclusion 4 4.1
Work type Reconstruction
Road category 1-b
Forecast data of work
completion according 2 —rejected
to programme or 20/07/2016 Conclusion 4.4.2

estimate

Price (forecast) Contract 2.1 — UAH 1,161,199,089.44
Contract 2.2 —UAH 1,111,937,962.61

Project status (current)

. ) —rejected
regarding progress According to schedule C onclusmn 443
schedule

Project status (current) Contract 2.1 — 85.5%
regarding expired costs Contract 2.2 — 81%

Completion date

(forecast for current 20/07/2016 0:00:00 I
date) Conclus1on 443
Arrangement of engineering structures (flyover,
underground and overground crossings, bus stops,
Work volume cattle crossings, noise fencing, meteorological
stations) and arrangement of top layer of road
surface

Environmental impact

Ground and population
impact

Conclusions 4.4:

4.4.1. According to documents, the length of the road under the project is 84.229 km (table
3.2.1).

4.4.2. According to the document, for each of the contracts work completion period was
continued for 5 times and is 31/07/2016 and 07/15/2016 respectively.

4.4.3. On August 3, 2016, the Owner sent the Contractor the notice No. 3573/2/9-13-2016/10
on intent to terminate the contract. Duration of response — 14 days. On August 22, 2016, the time
for a possibility to withdraw the Owner’s claims expired. On August 23, 2016, the Contract
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between the Contractor and the Owner was terminated (http://goo.gl/jCFoZh). As of the date of
updating the report, the interest for consultants service for the contract completion was declared.

4.4.4. The impact on the environment, land and population in the relevant statements is
generally recognized as positive:

certified environmental acceptability of the planned operations;

- additional measures to reduce the environmental impacts are not required, except
planned in the project documentation;

- rejection of proposed operation in the future will increase the burden on the
environment, compared with the levels expected after the reconstruction of M-03 a/r in areas of
currently existing road that runs through residential settlements on influenced area;

- social consequences of planned operations are acceptable.

Fundin

Government budget
funding sum, UAH

Local budget funding
sum, UAH

Loans from
international financial USD 450,000,000
institutions

Funding sum: other
sources

Currency code USD

Funding sum in 450 mln
currency

Conclusions 4.5:

4.7.1. According to the resolution on the upcoming years, the M-03 Project (2013~2014) the
following funding was provided (table 4.5.1):

Table 4.5.1 — M-03 Project volumes and sources of work funding

) state budget 417.79 13.12 404.67
Construction and
; loan funds
reconstruction of (including co
Kyiv—Kharkiv— ng ¢ 396.80 313.80 83.00
Dovzhanskyi M-03 financing in
y Ukravtodor 2013)
motor road (towards
funds from
Rostov-on-Don) ternational
(Donetsk, Poltava, fnternationa 2855.37 1314.26 | 1541.11
. financial
Kharkiv Oblasts) e
mstitutions

TOTAL 3669.96 1641.18 | 2028.78
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4.5.2. Project funding is performed based on No. 81950, The Second Loan Agreement
between Ukraine and the World Bank “Second Roads and Safety Improvement Project” dated
October 11, 2012 (entered into force on December 24, 2012). The total loan amount — USD 450.0
mln.

Project design supervision

Organization name

State Enterprise — Ukrainian State Institute of
Road Installations Design Ukrdiprodor
(Ukrdiprodor State Enterprise)

EDPNOU 5416892
Country Ukraine
Region Kyiv
District
Address . Kyiv, 39/1, Povitroflotskyi ave.
Index 03680
Hladun Serhii Anatoliiovych (director)

Full name Balanchuk Serhii Mykolaiovych (Project Chief

Engineer)
E-mail okt(@diprodor.com
telephone (044) 249-84-83
fax (044) 249-84-68
web http://diprodor.com/index_ua.html
Reporting periods

Last issue date

Issue place

Design supervision on reconstruction of M-03
Kyiv—Kharkiv—Dovzhanskyi state motor road at
Lubny—Poltava section, km 210+000 - 220+782;
228+000 - +239+317; km 258+000 — km 275+000,
Name km 282+000 - km 300+550. Design supervision on

overhaul of M-03 Kyiv—Kharkiv—Dovzhanskyi
state motor road at Lubny—Poltava section, km 300
+ +550 - km 323 + +000, km 329+ +050 - km 333 +

+250.
Number No. 80-10/AH/2; Ne 82-10/AH/1
Date 28/09/2015 0:00:00

Conclusion 4.6: All data are represented correctly. No data on the frequency of reporting and
publishing supervision are available.
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Table 4.6.1 — Information on design supervision contracts

The Owner — Automobile Road Service of Poltava, the Executor — Ukrdiprodor

82-
10/AH/
1

333+250

Design supervision on overhaul
of M-03 Kyiv—Kharkiv—
Dovzhanskyi m/r at Lubny—

Poltava section, km 300+550 - 28/09/2015 | 31/12/2016 |  72,072.00 36,036.00
km 323+000, km 329+050 - km

Design supervision on
reconstruction of M-03 Kyiv—
Kharkiv—Dovzhanskyi m/r at
80- |Lubny—Poltava section, km
10/AH/ |210+000 - km 220+782, km 28/09/2015 | 31/12/2016 | 127,044.00 63,522.00
2 228+000 -
km 239+317, km 258+000 —
km 275+000, km 282+000 —
km 300+550

199.116.00 99.558.00
100 % 50.00%

TOTAL

Engineering consultant project supervision

Contract 2.1 — IRD Engineering LLC,;
Organization name Contract 2.2 — Egis International with Euro-
Ukraine Consulting LLC
EDPNOU
Contract 2.1 — Italy
Country Contract 2.2 — France
Region
District
Contract 2.1 — IRD Engineering — 51, rue Via
Michele Mercati, Rome (Italy);
Address Contract 2.2 — Egis International — 15, avenue du
Centre, Guyancourt (France)
Index Contract 2.1 — 00197 (Rome)
Contract 2.1 — CS 20538 20538 (Guyancourt)
Full name
E-mail Contract 2.1 — irdeng@irdeng.com
telephone IRD Engineering — +39 06 976 11 271;
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Egis International —+33 1 39 41 40 00

IRD Engineering —+39 06 976 11 268;

fax Egis International —+33 1 39 41 57 57
IRD Engineering — www.irdeng.com
web . . -
Egis International — www.egis.fr
Reporting periods Month

Last issue date

Issue place

Name Supervision of the execution of construction works.

Number No. P 127 156

Date 12/09/2012

Conclusions 4.7:

4.7.1. According to reports, the Chief Resident Engineers on supervision of the project are:
from IRD Engineering — Findli M. Niderli, from Egis International — Peter Moore (Peter. MOORE-
int@egis.fr).

4.7.2. Last published in Ukraine for stakeholders on the draft reports are: from IRD
Engineering - Quarterly Report No. 31 for October-December 2015; by Egis International - Thirty-
seventh monthly report of the Engineer dated 30/06/2016.

4.7.3 Under the terms of the contract, the consultant engineer should carry out technical
supervision over construction and ensure the availability of qualified and experienced staff to
organize proper organization of labour and coordination to effectively implement the provision of
these services.

The Consulting Engineer provides technical supervision for the work, examines and approves
materials, prepares an order for additional work, prepares certificates of acceptance and transfer and
evaluates the quality of work performed. The Consulting Engineer is a representative of the Owner
and without his consent cannot perform additional work that could lead to delays or deadlines or to
raise additional funds.

As of the date of this report, for example, under the contract 2.2 the Contractor has provided
nearly 50 reports on identified problems. The Engineer submitted the relevant requests to the
Owner, but the response was obtained only on 2 cases.

The Consulting Engineer controls the execution of the contract in terms of compliance with
contractual items in relation to the quality and volume of work. The Consulting Engineer carries out
the necessary measurements and controls the quality of work. The Consulting Engineer coordinates
all technical solutions including improvement of the project, if necessary.

The Contract — information on the contract

Work period according Contract 2.1 — till 30/07/2016;
to the contract Contract 2.2 — till 15/07/2016;

Contract 2.1 — UAH 1,161,199,089.44

Contract price Contract 2.2 — UAH 1,111,937,962.61

Currency UAH
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Contract subject

Kyiv—Kharkiv—Dovzhanskyi M-03 Automobile
Road Over-haul on km 210+000 — km 333+250

Detailed description of
contract subject

The contract provides for arrangement of new road
pavement, repairs and construction of engineering
structures, construction and repairs of multi-level
interchanges, installation of new road fencing, road
signs, meteorological stations, arrangement of noise
fencing, outside lighting within agglomeration and
accident black spots, road marking, etc.

Contract execution

Kyiv—Kharkiv—Dovzhanskyi M-03, km 210+000

place —km 333+250

Last contract 2 —rejected
amendments Conclusion 4.16.2
Last contract 2 —rejected
amendments date Conclusion 4.16.2

Conclusions 4.8:

4.8.1. The contract cost is set in Ukrainian national currency — hryvnia (UAH). Payments

under the contract, except VAT (in UAH at the National Bank of Ukraine on the day of payment)
are paid in proportion of 60% USD/40% EUR at a fixed exchange rate (1 USD = 7.9930 UAH; 1
EUR =10.3677). The cost of the M-03 Project is shown in table 3.3.1

4.8.2. Recent changes to contracts agreed by the Owner, dated 15/05/2015 and 11/12/2015

respectively.

The Contract — the execution of the contract

Declaration date

17/09/2013 0:00:00

Project status (current)
regarding progress
schedule

Suspended

1 — confirmed
Conclusion 4.5.3

Project status (current)
regarding expired costs

Contract 2.1 — 85.5%
Contract 2.2 — 81%

1 — confirmed

Actually paid sum
under the Contracts

Contract 2.1 — 875,568,960.46
Contract 2.2 — 792,235,857.32

1 — confirmed
Conclusion 4.9.1

Final cost on contract
works

2,380,945,823.22

1 — confirmed

Actual terms of
contract work
completion

2016

2 —rejected
Conclusion 4.5.3

Conclusions 4.9:

4.9.1. Actually paid sum (table 8.4 ~ 8.5) under the contracts of UAH 875,568,960.46 and
UAH 792,235,857.32 respectively, in addition to VAT — USD 175,113 792.09 and USD

158,447,171 .46.
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Competition
announcement date

Supervision — information on competition/reason for announcement

20/12/2011

Competition
announcement No.

2 —rejected

329556-2012 Conclusion 4.20.1

Publication place of

competition http://ukravtodor.gov.ua; http://www.worldbank.org
announcement

Qualifying criteria for Experience on technical supervision in similar
bidding participation projects

No. of the document
approving competition
proposals evaluation
method.

Name of the document
approving competition
proposals evaluation
method

Guidelines Procurement under IBRD Loans and
IDA Credits.

1 — confirmed

Conclusions 4.10:
4.10.1. Announcement No.on competition corresponds to another road.
4.10.2. Invitation for expression of interest does not contain numbers.

Supervision — record on evaluation disclosure of competition proposals

Number
Date
Issue place
Issue date

No publication available

Conclusion 4.11: Confirmation or disposition (6.1) failed, since the assurance team members
were not provided with relevant data (as of the date of the report, see. addition).

Supervision — selected organization/successful bidder

Contract 2.1 — IRD Engineering LLC,;

Organization name Contract 2.2 — Egis International with Euro-

Ukraine Consulting LLC
EDPNOU
Country Italy, France
Region
District
IRD Engineering — 51, rue Via Michele Mercati,
Address Rome (Italy);

Egis International — 15, avenue du Centre,
Guyancourt (France)
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Index 00197 (Rome)
CS 20538 (Guyancourt)

Full name
E-mail irdeng@jirdeng.com
telephone IRD Engineering — +39 06 976 11 271;

p Egis International — +33 1 39 41 40 00
fax IRD Engineering — +39 06 976 11 268;

Egis International —+33 1 39 41 57 57
IRD Engineering — www.irdeng.com
web . . -
Egis International — www.egis.fr

Conclusion 4.12: According to reports [2.14, 2.15], the Chief Resident Engineers on
supervision of the project are: from IRD Engineering — Findli M. Niderli, from Egis International —
Peter Moore (Peter. MOORE-int@egis.fr).

Supervision — information on the contract

Work period according Contract 2.1 — till 30/07/2016;
to the contract Contract 2.2 — till 15/07/2016;
Contract price
Currency

Contract subject
Detailed description of
contract subject

Contract execution Kyiv—Kharkiv—Dovzhanskyi M-03 motor road,

place km 210+000 — km 333+250

Last contract 2 —rejected
amendments Conclusion 4.13
Last contract 2 —rejected
amendments date Conclusion 4.13

Conclusion 4.13: Recent changes to contracts agreed by the Owner, dated 15/05/2015 and
11/12/2015 respectively (3.3~3.5).

Supervision — the execution of the contract

04/01/2013

Work initiation date
Project status (current)
regarding progress
schedule

Project status (current)
regarding expired costs

Actually paid sum
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H
i

under the Contracts

Final cost on contract
works

Actual terms of
contract work
completion

Conclusions 4.14: As of the date of this report, amendments to the contract expiration date
11/30/2016 are signed.

REACTIVE DISCLOSURE
Project documentation — the Contract

Contract type Project

Contract number 80-10, 115-11
By work type Reconstruction
Price type Dynamic

According to the Order of the Cabinet of Ministers
dated 01/08/2005 No. 668 “On approval of the
General Conditions of concluding and executing
contracts in capital construction”

Contract form

Procurement type

Contract status Completed
Status description

Conclusions 5.1:

5.1.1. No mentions on dynamic price is available in bidding documents.

5.1.2. According to the tender documents, procurement was carried out by two-stage bidding
procedure.

Table 5.1.1 — Information on project work contracts

The Owner — Automobile Road Service of Poltava, the Executor — Ukrdiprodor

The development design and
estimate documentation for
reconstruction of M-03 Kyiv—
80-10 |Kharkiv—Dovzhanskyi state 28/07/2010 | 31/12/2011 | 15,124,750.80 | 15,124,750.80
motor road at Lubny—Poltava
section, km 210 + 000 - km 300
+ 550, km 323+ 000 - km 329 +
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050, Poltava Oblast

Design and survey work on
construction, reconstruction and
overhaul of transport networks
of Poltava Oblast. Lot No. 02

115-11 Reconstruction of M-03 Kyiv— 10/10/2011 | 31/12/2013 | 4,346,013.74 | 4,266,736.10
Kharkiv—Dovzhanskyi state
motor road at Lubny—Poltava
section (additional volumes)
19.470,764.54 | 19,391.486.90
TOTAL 100 % 99.59%

Project documentation — information on competition

Competition
announcement date

13/06/2011

Competition
announcement No.

088178 (BUD)

Publication place of

competition SPR No. 70(516)

announcement

Qualifying criteria for | According to the Article of the Law of Ukraine “On
bidding participation state procurement”

No. of the document
approving competition
proposals evaluation
method.

Dated 03/06/2011

Name of the document
approving competition
proposals evaluation
method

Bidding documentation

Competition proposals

Issue date

disclosure record 04-05-2011 2= re_.]ected
Conclusion 5.2.2
number
2 —rejected
Date 05/09/2011 Conclusion 5.2.2
. . 2 —rejected
Issue place No publication available Conclusion 5.2.2
2 —rejected

No publication available

Conclusion 5.2.2

Conclusions 5.2:

5.2.1 In the disclosed data, links to the tender documents on procurement conducted in 2011
(Lot 2) are specified. No data on major procurement made in 2010 are available.
5.2.2. Results of open procedures and two-stage bidding for 2011 are set out in the report.



Tl
(AT
o

I
1

Assurance Report on IFl Projects

Project documentation — successful bidder

State Enterprise — Ukrainian State Institute of

Organization name Road Installations Design Ukrdiprodor
(Ukrdiprodor State Enterprise)
EDPNOU 5416892
Country Ukraine
Region Kyiv
District
Address Kyiv, 39/1, Povitroflotskyi ave.
Index 03680
Hladun Serhii Anatoliiovych (director)
Full name Balanchuk Serhii Mykolaiovych (Project Chief
Engineer)
e-mail okt@diprodor.com
telephone (044) 249-84-83
fax (044) 249-84-68
web http://diprodor.com/index_ua.html

Conclusion 5.3: All data are represented correctly.

In the procurement of 2011 (Lot 2) 2 members participated: Ukrdiprodor and JSC
Kyyivsoyuzshlyahproekt. Ukrdiprodor won, because the cost of its proposal (USD 4,346,013.74)
was less than the competitor proposal (USD 7,018,466.00).

Project documentation — information on the contract

Work period according

to the contract 2010-2013

Contract price 19,470,765

Currency UAH

Contract subject Development of design and estimate documentation

The development of design and estimate
documentation for reconstruction of M-03 Kyiv —
Detailed description of | Kharkiv — Dovzhanskyi state motor road at Lubny —
contract subject Poltava section, km 210+000 - 300+550; 300+550 -
323+000; 329+050 - 333+250

Contract execution

place Kyiv, Ukrdiprodor State Enterprise

Last contract
amendments

Last contract
amendments date
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Conclusion 5.4: Confirmation or disposition (6.1) failed, since the assurance team members

were not provided with relevant data

Project documentation — contract execution

Work initiation date

28/07/2010

Project status (current)
regarding progress
schedule

According to schedule

Project status (current)

regarding expired costs 100
Actually paid sum

under the Contracts 19,470,765
Final cost on contract 10.470.765
works

Actual terms of

contract work 2013

completion

Conclusion 5.5: All data are confirmed (table 5.1.1).
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CONCLUSIONS

1. During assurance report compilation, 31 documents were processed by consultants
(source). 11 of documents (35% of the total amount) have limited access and contain over 75% of
information on M-03 Project. During proactive and reactive disclosure, 218 informational indicators
were processed (fig. 6.1), on which 30 conclusions were submitted. (4.1~4.24, 5.1~5.5).

W 146;67%

m 1 - confirmed
2 — rejected
W 3 — updated

B 4 — not available

19; 9%

W 30; 14% m 23;10%

Figure 6.1 — Disclosure information distribution

No considerable differences in disclosed data were identified, although certain non-conformity was
specified in conclusions (4.1~4.24, 5.1~5.5).

However, the risk of differences or inconsistencies in design documentation was obvious
following the requirement for conformity with not only valid international recommendations
regarding procurement, but with correspondent national laws and regulations as well.

It should be noted that just 18% of data on M-03 Project failed to be found or received,
mostly due to the fact that not every M-03 Project interested party was ready to completely disclose
data mentioned in Memorandum (1.4), or does not keep relevant record on it (project works, design
supervision, etc.). The reasons offered for non-disclosure included concerns about confidentiality,
lack of clarity over credentials for disclosure, as well as non-availability of documentation.

2. Analysis of the causes of delays sometimes points to critical gaps in the control
maintenance process, repair and reconstruction of roads in the structure of Ukravtodor. That lack of
clear and understandable guidelines for action in typical situations or solving common problems,
the overwhelming focus on solving local challenges without analysis of possible future impact on
the strategic level leads to the detachment (separation, isolation) of information flows and design,
maintenance and reconstruction processes. In the context of the M-03 Project, this led to a number
of differences between the drafts of tender documentation and the actual situation on the
construction site, namely the increase in the number of installations (telecommunications cables,
power lines, pipelines, etc.) caused by the development of roadside service facilities. Such
differences, as, for example, the transfer of high pressure gas pipeline on km 210+211, provided the
Contractor with the right to identify claims with the requirement to extend the deadlines and
compensate the additional costs. The situation was complicated by the fact that the owner of the
pipeline (JSC “Ukrtransgaz™) — a monopoly that did not allow anyone to carry out work on gas
pipeline (https://goo.gl/N8oPcr) and refused to work without full advance payment, closing all lines
of credit with the Contractor (3.2).

3. All claims of the Contractor were resolved in working order, and Ordinances regarding the
period extension and cost increase (table 3.2.6) were based on a single good reason that it was
difficult to disprove — the delay in IPC payment and VAT compensation (table 3.4.5~3.4.6).
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PROPOSALS

1. Recommend Ukravtodor and the Ministry of Infrastructure to publish on their official
websites information disclosed by procuring entities within CoST projects, and assurance reports
prepared for pilot CoST projects.

2. Recommend the Owner to conduct monitoring on equality of roadway, as the results of
assurance team members visit to the construction site, there was a suspicion that the top layer of
pavement is not able to prove to the normative equality. There may be a need for an additional
levelling layer arrangement.

3. Recommend Ukravtodor and the Ministry of Infrastructure to develop guidelines for public
debates on applied design solutions at various stages of design and construction (a lot of extra work
arises from ignorance of the local population during the design and the consequent rapid increase in
the number of complaints and suggestions directly during construction).

Terms of reference for the design should contain clear requirements for future construction
projects. Not less attention should be paid to the social and environmental impact of road. Before
designing such sites as M-03, it is necessary to develop a feasibility study with a wide publication
of public decisions. Only a broad discussion and approval of the project at public hearings of basic
design solutions in the form of advanced technical design task can take into account the needs of the
population and therefore provide different design solutions.

4. Recommend Ukravtodor to work out and adopt a common policy regarding the adoption of
certain design decisions on road safety and environmental impact. Under terms of reference for the
design overhaul of M-03, nothing was said about the elevated and underground pedestrian crossings
and in accordance with the regulations in force at the time of drafting, they could not be foreseen.
Nevertheless, the recommendations of IFI pay special attention to road safety and road impact on
the environment. To reduce changes in project documentation and in accordance with the
construction process it is necessary to discuss all the recommendations made by IFI, and consider
them in amendments to existing regulations.

5. Recommend Ukravtodor to amend the existing regulations (e.g. DBN V.2.3-4: 2015) a
definition of “rehabilitation”, the lack of which today complicates the implementation of projects
financed by credit from international financial institutions, as well as between their own
rehabilitation and overhaul (as specified in the tender and construction documents for the project)
often there is a difference in the works scope, which affects the cost.

6. Disclosed data outline several friction points related to procurement efficiency.
Particularly:

accuracy of documents submitted at the bid stage. During execution of the work, limitations
in accuracy of the documentation submitted by bid participants became obvious.

price variations of the contracts. In particular, it is normal for construction contracts to
require changes in the contract price, because some changes in the scope of work will become
apparent only in the course of the project, where basic road and soil conditions become apparent.
The essential factors include delay between project creation and the works directly, as well as lack
of details to this project.

delay in payments to the Contractor.. Under the contract, payment to the Contractor for the
works is to be carried out within 30 days of confirmation by the Engineer of the IPC. In practice,
the maximum delay reached 342 days. As a result, the Contractor has a right to require additional
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payments. In addition, the Contractor cash flow will be negatively affected, contributing to the risk
of time delays and disputes. Particular problems have arisen because of delays in payment to the
Contractor of VAT and import duties.

Disputes. Differences and related charges are normal in any large project. Within FIDIC
contracts: To make independent decisions on such issues is a role of the Engineer or a party is
entitled to refer cases to the College on disputes or beyond to arbitration. Differences over delays to
the project and related issues on this project stirred so much that the Owner informed about the
termination of the contract with the Executor.

Engineer role. In accordance with FIDIC contracts, payments to the Executor is performed
because of the approval of the Engineer. The practice of this project also requires the Contractor to
sign the IPC. Similarly, according to FIDIC standards approach, the Engineer independently
represents completion of work, while in the context of Ukraine requirement is considered normal
when completion of works must be approved by a special commission.

7. The fact that at first several parties did not feel comfortable with data disclosure according
to the Disclosure Standard is conceivable considering its deviation from the previous practice. After
the intervention of the Ministry of Infrastructure, the level of disclosure was surprisingly high under
these conditions. To this end, MSG (which rely on points of view of every stakeholder) is
recommended to treat the Disclosure Standard project considering the experience accumulated
during the first round of assurance reports. Any further when this review will be performed, it is
recommended that the reference to disclosure practice according to CoST Ukraine standards should
be introduced by Ukrdorinvest State Enterprise into standard tender documentation on projects
funded by IFIL.

8. During assurance procedure, assurance team members have access to large amount of data
including information on current pending questions. To this end, it is recommended that the
technical specification standard for the assurance process itself should specify that assurance reports
are not intended for writing of current comments regarding issues (such as individual demands),
which are yet in progress and being 100% legally resolved within the correspondent contracting
procedures.

9. Documentation duplication. The requirement to project documentation, specifically, the
requirement to be agreed both with international practice as it is specified in FIDIC contracts, and
with national practice, results in obvious risk of wasted efforts, as well as possible inconsistencies.
To this end, it is recommended to pay attention to the approach correction and apply it to prevent
any unnecessary duplication.

10. The World Bank Guidelines Procurement and the associated evaluation method, as well as
FIDIC contract form compose together a pattern established for road projects implementation in the
environment marked by market competition, exact and efficient regulations, as well as confidence
in the Engineer independence and expertise. In the context of Ukraine, these principles are
interpreted and applied in such a manner that it is necessary to provide some additional guarantees,
integrated into national approach, for the evaluation of work cost and the associated approvals. As a
result, there is a hazard of the Engineer status “weakening”, clarity “blurring” regarding the
correspondent regulations and the possibility of reporting relationship confusion. To this end, it is
recommended to pay attention to approach review itself, which would provide for prevention of
such risks or its mitigation.
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ADDITION TO ASSURANCE REPORT
REPORT:
Capital Repair on M-03 Road Kyiv - Kharkiv -
Dovzhansky at Lubny - Poltava section
Foreword.

On January 17, 2017 Ukrdorinvest granted access to the reports (4 pcs on 135 sheets of A4) and
notices (2 pcs on two sheets of A4), which allow to get acquainted with the process of selection of
consulting engineers, criteria and indicators that influenced the decisions.

Based on received information, supplement of individual sections of assurance report became
possible.

Supervision — record on evaluation disclosure of competition proposals

Number

Date 05/07/2012
Issue place No publication available
Issue date

Conclusion: Reports on the evaluation of bids dated July 5, 2012.
Companies that have expressed interest in providing services to supervise the implementation of the
M-03 Project

SAI Consulting Engineers Pvt. Ltd. In

1 association with MAYGER LLC (India, + +
Ukraine)
TPF Ukraine + TPF Engineering + TPF Poland

2 + SN-BHOBE (Ukraine, Belgium, Poland, + +
India)

3 Techniplan International Consulting (Italy) + +

4 MSYV International Inc. (USA) + +

5 IRD Engineering S.r.l. (Italy) + +

6 Dohwa Engineering Co., Ltd (South Korea) + +

7 MGGP S.A. (Poland) + +
Temeslu International Engineering Services Inc.

8 + +
(Turkey)

9 Safege Consulting Engineers (France) + +

10 JV Development Business & Roughton N N
International Ltd. (the United Kingdom)

11 Egis International (France) in association with . .
Euro-Ukraina Consulting (Ukraine)

12 Mott McDonald (the United Kingdom) +

13 High-Point Rendel (the United Kingdom) +

14 FE “SGS Ukraine” (Ukraine) +

15 Gentek Consult Ltd. (Turkey) +
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Total 14 12

Companies, which got into the shortlist

1 MSYV International Inc. (USA) +

2 IRD Engineering S.r.1. (Italy) + +

3 Dohwa Engineering Co., Ltd (South Korea) + +
Temeslu International Engineering Services Inc.

4 + +
(Turkey)

5 JV Development Business & Roughton N N
International Ltd. (the United Kingdom)

6 Egis International (France) in association with N N
Euro-Ukraina Consulting (Ukraine)

7 High-Point Rendel (the United Kingdom) +
Total 6 6

Qualification list of companies (pass mark — 75)

1 MSV International Inc. (USA)

2 IRD Engineering S.r.1. (Italy)

3 Dohwa Engineering Co., Ltd (South Korea) 69.57
Temeslu International Engineering Services Inc.

4 78.87
(Turkey)

5 JV Development Business & Roughton 7579
International Ltd. (the United Kingdom) '

6 Egis International (France) in association with 7879
Euro-Ukraina Consulting (Ukraine) )

5 High-Point Rendel (the United Kingdom) 34,36

Note: Qualification evaluations of successful bidders are highlighted in green colour.

Supervision — information on the contract

Work period according
to the contract

Contract 2.1 — till 30/07/2016;
Contract 2.2 — till 15/07/2016;

Contract price

Currency

Contract subject

Detailed description of
contract subject

Contract execution

Kyiv—Kharkiv—Dovzhanskyi M-03 motor road,
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H
i

place km 210+000 — km 333+250

Last contract 2 —rejected
amendments

Last contract 2 —rejected
amendments date

Conclusions:
Recent changes to contracts agreed by the Owner, dated 15/05/2015 and 11/12/2015 respectively

(3.3~3.5).

The cost of contracts on a reported contract award dated 21/08/2012 is set at: Contract 2.1 — EUR
1.483 million; 2.2 Contract — EUR 1,273,215.
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01135, Kyiv-135,

Peremogy ave. 14, office 2312
Tel/fax(044) 206-98-97

E-mail: costukraine@gmail.com
Web: http://costukraine.org

REPORT

On construction site visit dated July 20, 2016
Within assurance report preparation under the project:

Capital Repair on M-03 Road Kyiv - Kharkiv - Dovzhansky at Lubny - Poltava
section t

Head of Assurance Team A. B. Vozniuk

Consultant of Assurance Team L. L. Rybitskyi

Kyiv 2016
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INTRODUCTION

The visit was performed within assurance report preparation under the project: Capital Repair
on M-03 Road Kyiv - Kharkiv - Dovzhansky at Lubny - Poltava section.

The purpose of visit was to learn about progress on construction sites for comparison with
disclosed data within CoST and project information.

As works on construction sites were mostly suspended, visit time was synchronized with time
of meetings on issues of project works, in offices of Engineers on technical supervision with a
participation of the Contractor representatives (TODINI Costruzioni Generali S.p.A.), its
subcontracting organization — designer (Ukrdiprodor State Enterprise), the Owner (Automobile
Road Service of Poltava Oblast) and the Engineer (IRD Engineering — Khorol, 10 AM; Egis
Ukraine — Poltava, 3 PM).

About the project

Project name: Capital Repair on M-03 Road Kyiv - Kharkiv - Dovzhansky at Lubny - Poltava
section.

Project summary total equals to USD 450.0 min .

Project Completion: December 31, 2016...

The project provides for:
e reconstruction of about 108 km of Kyiv—Kharkiv—Dovzhanskyi motor road in
Poltava Oblast;
e Construction work for the reconstruction and strengthening of the existing road;
Expansion of some sections from two to four lanes;
e Construction of three bypass roads around settlements.

As part of CoST Initiative, disclosure of the following contracts is provided:
Contract No. 2.1

Lot 2.1 (km 210+000 — km 220+782);

Lot 2.2 (km 228+000 — km 239+317);

Lot 2.3 (km 258+000 — km 275+000).

Total: 39,099 km.

Contract firm: Todini Costruzioni Generali S.p.A.
Date of contract signing: 04/01/2013

Contract sum: UAH 1,161,199,089.45

Technical supervision Engineer: IRD Engineering.
Contract completion period: 31/07/2016

Contract No. 2.2

Lot 2.4 (km 282+000 — km 300+550).

Lot 2.5 (km 300+550 — km 323+000).

Lot 2.6 (km 329+050 — km 333+250).

Total: 45.2 km.

Contract firm: Todini Costruzioni Generali S.p.A.
Date of contract signing: 04/01/2013

Contract sum: UAH 1,111,937,962.61

Technical supervision Engineer: Egis International.
Contract completion period: 15/07/2016
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Received results
Overcoming of the contradictions in establishing cooperation

In between and after meetings personal knowledges between assurance team members and
representatives of the Engineer, the Contractor, the Owner and the Designer were made.
Responding to a question received, assurance team provided additional clarification regarding the
purpose of CoST operation, methods of data collection and disclosure, etc.

Despite this, the Deputy Resident Engineer Shcherbachenko K.V. prepared a request for
assurance team visit and further clarification provision. (Fig. 2, Annexes).

Ref:
Subject:

Tema:

Project No BCE 120188T/Egis-Ukravtodor, Sep 12"2012
Meetings Attended by Persons Representing Parties Other Than Contract
Stakeholders

MpucyTHICTb Ha Hapagax ocib, K He € NPeACTaBHUKaMKU CTOPIH KoHTpakTy

Figure 2 — Request of the resident Engineer

In a separate meeting in Automobile Road Service of Poltava Oblast, the Owner represented
by Deputy Head of the construction Sliusar Vladymyr Petrovych assured in the assurance team
members in full facilitating the provision of the necessary data or visits to the site.

Introduction to the problems at the “first hand”.
Due to the presence at the above-mentioned meetings, assurance team members were able to

participate in the discussion of issues and learn the ways of their solution.
The main current problems disclosed at the meetings were:

The need for carrying out work without the tender documentation (transfer utilities
that were unavailable during the preparation of the reconstruction project, but arose
prior to execution);

erosion on slopes and flooding (fig. 3~4);

designing and arrangement of sewage facilities for rain water on bridges (according
to regulatory legal acts of Ukraine, arrangement of such facilities is beyond doubt,
but Ukrdiprodor State Enterprise should submitted clear instructions and
justifications till 28/08/2016);

response to public response and deputies’ requests execution, for example,
http://g00.gl/DxSRSE;

damage to the roadside infrastructure due to construction works;

design and installation of additional underground and overground pedestrian
crossings, local passages beyond the tender documentation, including at the request
of local communities;

design and installation of street lighting (selection of types of lighting that will be
used in the working documents);

disputes between the Contractor and the Designer on individual design decisions,
such as choosing the types of lamps;

trees compensatory planting (the Consulting Engineer noticed several discrepancies
between planned and actual condition of planting);

land acquisition in the field of building structures beyond the tender documentation;
archaeological excavations within construction sites (http://goo.gl/FrD8io and p.
284~285 in http://goo.gl/r5GttM);

arrangement of noise fencing; kickoff site and feasibility check.
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The comparison of the data with the actual situation on construction sites

Given the limitations of time, due to the remoteness of construction sites and meetings of
Kyiv as well as each other, assurance team members were able to make a detailed review only on
certain problem areas listed above.

Figure 4 — Erosions, km 311
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Figure 7 — Carry-over construction of overground pedestrian crossing at km 329+887
(progress ~ 60%, works are suspended)

Figure 8 — Construction equipment on construction site
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Checklist

CoST Ukraine: Supervision and verification site
visit

Visit details:

20/07/2016

Andriy Vozniuk
Leonid Rybitdkyi

1. This form is intended for record on actual observations made during site visit. Please use back part of this

TODINI, contracts Letter No. 1

2.1and 2.2

NOTES for
use of this

2. Visit purpose is not to make technical conclusion, but identify, understand and record any obvious clear inconsistencies between the facts, which are ob-
served, and officially documented protocols, used sizes, specifications, rules or associated work processes.

Criteria

Is it easy to identify works
locatio

Is it easy to identify physical

Construction process?

physical

processes Do main parameters meet the

contract?

OTHER COMMENTS/GENERAL
IMPRESSION

Do works continue?

Does the Contractor perform
works on construction site?
Does the Contractor have work
execution project, and is it
approved with the Owner?

Is the Engineer on technical
supervision present at the con-
struction site?
Construction
general
processes

Do works look planned and
managed?

Does execution technological
process adhere to planned
works?

Is document flow being kept?

OTHER COMMENTS/GENERAL
IMPRESSION

Is appointed contractor undoubt-
edly reliable?

Is general thoroughness avail-
able?
Are delivery logs available?

Are materials stored well and
safe?

Is the contractor satisfied with
construction materials?

Is incoming quality control being
performed, and upon which
indications?

Quality
control

Is operational control being per-
formed? Upon which indications?

Is acceptance control of executed
works quality being performed?
Upon which indications?

Are the Owner’s laboratory test
protocols available?

Are instructions on works
suspension due to low quality
of its’execution from the Owner
available?

OTHER COMMENTS/GENERAL
IMPRESSION

No

N/A or no
infor-
mation
submitted

CoST verifier comment

All evidence of initiation and completion of
repair works are available

3. Show respect and co-operate with the Contractor, who bears responsibility for construction site safety and does not bear responsibility to make

Answer of the contractor (if any)

Quite few lots are executed for 100%

Y

Work execution terms are delayed

Unpaid IPC

Works are not being exec

uted for quite a perceptible time, construction terms do not

meet work plans

Project solutions are being agreed and opera-
tional maintenance of automobile road is being
performed

Except operational maintenance of automobile
road

Execution project is available, and it is agreed
with the Owner, but neither side holds to it

According to workers of Automobile Road
Service in Poltava Oblast, the Resident Engineer
controls all processes at construction site
during work execution

Works are stopped in full

Works are stopped in full

Overall document flow is kept between the
Resident Engineer and the Contractor

Overall document flow is controlled
between the Resident Engineer and
the Contractor, and if there is no
answer for any question, requests
are duplicated. It is clearly described
in the Engineers’ reports.

There are quite a few que

stions for construction terms, as according to work execution

schedule, repair works should be completed, but there are many incomplete works,
even untouched works in individual locations

and there are

Detention of funding prevents time-
ly execution of contract terms

-
G
o
4

Asphalt concrete is transported for a distance

approximately 100 km, and during transporta- ,

PP i Sl Bl il Although coating is not even

tion it loses temperature uniformity, and pavers : ;
+ - h 5 enough, it meets all norms provided

do not use storage hoppers, which could mixa | .

v : in the contract
mixture additionally. As a result, coating quality
has defects and is uneven

+
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CoST Ukraine: Supervision and verification site

visit

Visit details: | 20/07/2016

Andriy Vozniuk
Leonid Rybitdkyi

1. This form is intended for record on actual observations made during site visit. Please use back part of this

DINI, contracts Letter No. 1

2.1and 22

2. \Visit purpose is not to make technical conclusion, but identify, understand and record any obvious clear inconsistencies between the facts, which are ob-
served, and officially documented protocols, used sizes, specifications, rules or associated work processes.

3. Show respect and co-operate with the Contractor, who bears responsibility for construction site safety and does not bear responsibility to make

Is traffic organizational scheme
available for the period of con-
struction, repairs?

Does traffic organizational
scheme for the period of work
execution look planned and
managed?

Are instructions from the Owner
considering infringement of
traffic organizational scheme
available? How many?

Are safety/health means avail-
able?

Are safety/health means being
used?

Is traffic management available?
Are risks of weather effects on
cement being regulated?

Are risks of elevated jobs being
regulated?

|s personnel transportation safe?
OTHER COMMENTS/GENERAL
IMPRESSION

Is the Action plan regarding
environmental safety being
executed?

Are first-aid kit and instructions

regarding first aid delivery during
accidents available?

Were workplace accidents regis-
tered within the work execution
period?

Is logbook of accident victims
available?

|s waste management available?

OTHER COMMENTS/GENERAL
IMPRESSION

Other issue (1)
Other issue (2)

A

=

Individual technical means of traffic

organization are damaged or destroyed due to

RTA, but were not rebuilt

+
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Project office

egisInternational  @)egis Ukraina Offce14, 572 Pushiinska St

& - Kyiv 01004 UKRAINE
EXIC ykpaiHa Telffax: +380442340251 or 380442466448

Consulting Services for the Supervision of Civil Works on the section of M03 Kyiv
— Kharkiv - Dovzhanskyy Road (Phase I, RFP 2 (Lots 2.4 - 2. 6))
Hadanns koHcynemamuerux nocnye 3 Haznady 3a 6ydisensHumu pobomamu Ha
dinaryi M03 Kuie — Xapkie - JoexaHncexuii (®asa |, RFP 2 (Jlomu 2.4 - 2.5))

Correspondent: Peter Moore
Chief Resident Engineer

E-mail: peter.moore-int@egis. fr
Our ref: Lot 2.4 - 2.6 KSOH-2915

KopecnoHpaenT: Mitep Myp

lonosHWiA peangeHT-iikeHep

E-mail: peter. moore-int@egis. fr

Haw sux. Ne: Lot 2.4 - 2.6 KSOH-2915

To: State Road Agency of Ukraine
(UKRAVTODOR)

Att: Mr. levhenii Barakh — Acting Head
TellFax. +38044 287-24-05;

+38044 287-42-18

Copy: SE Ukrdorinvest

Att: Mr. O.V. Koretsky- Acting Director
TellFax. +3B0 287-73-51;

+380 287-53-36

Copy: Poltava Road Service

Att.: V.V, Troianovs'kyy — Director
Tel./Fax: +3805322-2-05-46;
+380 532-56-40-41

Copy: TODINI Costruzioni Generali S.p.A.
678B,Pokrovskaya Street,

Poltava, 36029

Att: Mr. Raffaello Bizzarro

Email : Todini.poltava.ua@amail.com
TellFax. +38(0532)564374

Copy: TODINI Costruzioni Generali S.p.A.
446 Soborna Street, Rivne 33024
Fax : +380 362 64 18 95

Date: July 21, 2016

Hdata: 21 nunHs 2016 p.

Anpecar: [lepxasre areHTcTBO asToMoGinbHUX gopir
Ykpainn (YKPABTOLOP)

Mo ysaru: n. Esrenis bapaxa — 1.8.0. lonosu
Ten./dakc +38044 287-24-05;

+38044 287-42-18

Konis: AN YKPOOPIHBECT

Ho ysaru: O.B. Kopeupkoro - B.0. iupextopa
Ten./®axc +380 287-73-51;

+380 287-53-36

Konia: Cnyx6a asTomobinbHux gopir y Monraeckkii
obnacri

Ho yearu: TposiHoBcbkoro B.B. - HayanoHuka
Ten./bake +3805322-2-05-46;

+380 532-56-40-41

Konisi: TODINI Costruzioni Generali S.p.A.
36029, m MNonTaea, syn. Mokposcbka, 676
Lo yearv: n. Padhaenno Biyyappo

Email : Todini. poltava. ua@gmail.com
Ten./®akc +38(0532)564374

Konis: TODINI Costruzioni Generali S.p.A.
33024 m. Piane, Byn. CobopHa, 446
dakc: +380 362 64 18 95

Ref: Project No BCE 120188T/Egis-Ukravtodor, Sep 1212012
Subject: Meetings Attended by Persons Representing Parties Other Than Contract
Stakeholders
Tema: MpucyTHICTb Ha Hapagax ocib, ski He € NnpeacTaBHUKamu CTopiH KoHTpakTy
Dear Sirs, LlaHoBHI naHoBe,

We would herewith like to inform you that on 20™
July 2016 in the Engineer’s office in Poltava there
was held a meeting attended by the Contractor,
their subcontracted organization SE Ukrdiprodor,
Poltava Road Service and the Engineer to discuss

20 nunHa 2016 poky B odici IHxeHepa B Mornrasi
Bigbynaca Hapaja 3a y4acT  NpPEeACTaBHMKIB
MigpaaHvka, Woro cyBnigpsgHoi  oprawisauii [N
Ykpainpogop, Cnyx6u asTomoBinbHux fgopir B
Monrascekin  oBnacti Ta IHXeHepa, npucesYeHa

Siége social : Place des Fréres Montgolfier - 78286 Guyancourt Cedex - France aﬁ
Tél.: 433130124800 - Fax : +33 1 30 12 10 95 - www.egis-international fr
S.A. au capital de 17 826 120 € - SIRET : Versailles 582 132 551 00174 - SIREN : 582 132551 - R.C.S. Versailles Quatite

N* identification intracommunautaire FR 62 582 132 551 - Code APE (NAF) 71128
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2)egisInternational

the outstanding design issues.

At the beginning of the meeting, upon filling the
attendance list for the Engineer (attached), it
turned out that the noted meeting was attended by
the representative of COST company which is not
a party to the Contract. Mr A. B. Vozniulk informed
the meeting that he had received a respective
invitation from Poltava Road Service. As Mr V.P.
Sliusar, the PRS Deputy Head, joined the meeting
later, the Engineer was not able to get the
confirmation of the given fact.

The Contractor's representatives confirmed that
they were not notified that Mr A. B. Vozniulk does
not work for SE Ukrdiprodor taking into account
the fact that he arrived at the meeting with their
subcontractor.

Under these circumstances, and the fact that the
meeting was convened to discuss only technical
aspects of the design process, the Engineer gave
his “no-objection” as for Mr A B. Vozniulk's
presence. At the same time the attendees were
notified that any documentation related to the
Contract is owned by the Employer and the
Contractor, and therefore cannot be disclosed to
the third parties without their agreement. The
same requirement relates to any other information
which is subject to Cl 1.12 of GCC.

Given the above, and for the purpose of being able
to properly assess the similar situations in future,
the Engineer seeks clarifications regarding the role
of COST company under this particular Contract,
and would like to be aware of the party it
represents.

We would also be obliged in the context of the
above to receive formal notification in writing of

2)egis Ukraina

Project office
Office14, 45/2 Pushkinska Str.
Kyiv 01004 UKRAINE

EXIC yKpalHa Telffax: +380442340251 or 380442466448

npobnemam BUKOHaHHS MPOEKTHUX POBIT.

Ha nouatky Hapaau, nicns Toro, sk lmxeHep oTpuMas
AMCT 3 nepenikom npucyTHiXx ocib (gomacTbes),
BUABMOCH, WO Ha Hapagi NPWCYTHIN npeacTasHUK
koMnaHii COST fiKa He € cTopoHow KoHTpakTy. Max
BosHiox A. b. nosigomus, Wo notpanue Ha Hapapy 3a
3anpowenHaM Cnyx6u asromoBinbHux aopir B
MonTascwkii obnacti. Tak sk 3acTynHuk Cnyx6u n.
Criocap B. M. He 3Mir npwiiHsTW yuyacTe 3 camoro
no4aTky, |HXeHep He aMir OTPUMaTH NiATBePAKEHHS.

Mpeactaenvkn  MigpsgHaka, B cBOKW  uepry,
nosigomvny wo He Gynu NpoiHOpMOBaHi, WO .
BoaHiok, kvt Npuixae pasom 3 npeacTaBHUKamU ix
cyBnigpsaHuka, He € npayisHukom [N Ykpainponop.

3saxaroum Ha obctasuHM | Ha Te, W0 Hapaaa Byna
NPUCBSYEHA CYTO TEXHIYHUM MUTaHHAM Ta npouecy
NPOEKTYBaHHSA, IHKXeHep AO03BONWMB NPWUCYTHICTE n.
Bosrioka. Pasom 3 TuM, BCiX npucyTHix Gyno
npoiHopmMoBaHo, wo Oyab-ska AOKymeHTauis B
pamkax KoHTpakTy € BnacuicTio 3amoBHMKA Ta
NigpaaHuka, | He Moxe Hapaeatucs Gea ix 3rogu
TPeTiM CTOpOHaMm, Tak camo, AK | Byab-fka iHwa
iHpopMaLis, sKka nignsrae nonoxeHHsM cratri 1.12
3YK.

B as'Aaky 3 BULYE 333HAYSHWMM, | 3 METOI0 NPaBUNbLHOT
OUiHKM cuTyauii B nopansbwomy, IHkeHep npocuThb
noscHuTU ponk komnadii COST B pamkax paHoro
KoHTpakTy, a Takox siky i3 CTOpiH BOHa npeacTaBnse.

Takox npocuMO B NOAANLLIOMY, MPU MOXIMBOCTI,
CBOEYACHO Ta B MWCLMOBIN OPMiI NOBIAOMNATA NpPo

any further involvements of the third parties 3anyyeHHA TpeTix CTopiH Ta npo obcsar i Tan
including the scope and type of information which iHtbopmaLlii, sika moxe ByTu iM nosigoMneHa.
can be disclosed to them.
Prepared by: [Midzomysae:
Konstantin Shcherbachenko Kocmanmun Lep6averko
Deputy Resident Engineer, Lot 2.5 3acm myIHUK IHxeHepa-pesudenma, llom 2.5
Yourgfa,\hmuy\
// { ’ " 7y
{ L’\Qo,.._g\ | -‘-W /MQQA‘{

Pmr Moore. 51 l'lm;p Myp /
Chief Resident En fer : r OnoaHvau-gke)dep—peamem
Lots 2: 4 2.6 : ﬁo-m 2.4;
E-mail; pstar mopré-lnt@egis.fr \BmaxL {aerer moore-int@egis. fr

Siége social : Place des Fréres Montgolfier - 78286 Guyancourt Cedex - France af_a

Tél - +33 130 124800 - Fax ; +33 1 30 12 10 95 - www.egis-international. fr

S.A au capital de 17 826 120 € - SIRET : Versailles 582 132 551 00174 - SIREN - 582 132 551 - R.C.S. Versailles Quatite

N identification intracommunautaire FR 62 582 132 551 - Code APE (NAF) 71128
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List of attendees for Design Meeting. Date: 20/07/16
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Conclusions

Despite the distance from Kyiv construction sites, meetings and appropriate restrictions in
time, virtually all tasks assigned to the visit have been met, and the information will be processed

and subsequently used for the preparation of the assurance report.
The need in repeated visits was specified according to the results of assurance report project

review by MSG members.

Annexes to the report are available through the link:
https://drive.google.com/open?id=0B1DZp64zpglLbdGhtSEtNMUU1SnM




