
 

 

 
 

 
 
 
STATE ROAD AGENCY OF UKRAINE  
 
PROJECT “IMPROVEMENT OF TRANSPORT AND OPERATIONAL 
CONDITIONS OF ROAD APPROACHES TO KYIV 
(PAN-EUROPEAN CORRIDORS)” 
 
 
Special Financial Statements with  
Independent Auditor’s Report 
 
For the year ended 31 December 2015 



 

2 

CONTENTS 
 

 

INDEPENDENT AUDITOR’S REPORT  
  
Statement of Management’s responsibility for the preparation and approval of the Special Financial 
Statements  

  

Summary of sources and uses of funds 6 
Uses of funds by the Project’s components 7 
Statement of drawdowns from the account of the EBRD loan 9 
Reconciliation between records of Ukravtodor and EBRD 10 

NOTES TO THE SPECIAL FINANCIAL STATEMENTS  

1. Description of the Project 11 
2. Basic accounting policies 13 
3. Construction works 14 
4. Services 16 
5. Interest on delayed payments under the contracts for construction works 21 
6. Balance of loan funds in part of EIB financing in PJSC BG Bank 22 
7. Financing of construction works from the state budget 23 
8. Subsequent events 23 



 

Kyiv, 172 Gorkogo Street, T.: +380 44 351 11 78 kiev@kreston-gcg.com 
A member of Kreston International | A global network of independent accounting firms www.kreston-gcg.com 
 

 

INDEPENDENT AUDITOR’S REPORT 

To the State Road Agency of Ukraine 

Report on the Special Financial Statements 

We have audited the State Road Agency Of Ukraine (Ukravtodor) for its compliance with the accounting princi-
ples and the special financial statements set forth in the Loan Agreement between Ukraine and the European 
Bank for Reconstruction and Development (further — the EBRD or the Bank) concerning the Project “Improve-
ment Of Transport And Operational Conditions Of Road Approaches To Kyiv (Pan-European Corridors)” (fur-
ther — the Project) for the year ended 31 December 2015. 

Management’s Responsibility 

Management is responsible for the preparation and fair presentation of these special financial statements, which 
are prepared in accordance with the Loan Agreement. This responsibility includes: designing, implementing and 
maintaining internal control relevant to the preparation and fair presentation of special financial statements that 
are free from material misstatement, whether due to fraud or error; selecting and applying appropriate account-
ing policies; and making accounting estimates that are reasonable in the circumstances. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these special financial statements based on our audit. We con-
ducted our audit in accordance with International Standards on Auditing. Those standards require that we com-
ply with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the finan-
cial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
special financial statements. The procedures selected depend on the auditor’s judgment, including the assess-
ment of the risks of material misstatement of the special financial statements, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 
presentation of the special financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal con-
trol. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness 
of accounting estimates made by management, as well as evaluating the overall presentation of the special fi-
nancial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our au-
dit opinion. 

Basis for qualified opinion 

We draw your attention to Note 5 to the Special Financial Statements, where the fact is disclosed that during the 
Project implementation there were delays in payments to Contractors. Currently, an estimated cost of penalties 
due to delays in payment on some service contracts may comprise 4 231 471 UAH. The special financial state-
ments do not include any adjustments in this regard. 
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We draw your attention to Note 7 to the Special Financial Statements, where the fact is disclosed that cash re-
ceived from EIB to finance the project works in amount of 13 305 425 Euro, are currently deposited in the ser-
vicing bank PJSC BG BANK, which undergoes the liquidation procedure, and an access to the funds is blocked. 
The special financial statements do not include any adjustments in this regard. 

Qualified opinion 

In our opinion, except for the effect of the matters set forth in paragraph “Bases for qualified opinion”, the State 
Road Agency Of Ukraine in all material aspects fulfilled contractual requirements of the compliance with ac-
counting principles and the special financial statements relating to the Project, for the year ended 31 December 
2015. 

 
 
 
 
 
Director 
 
of Kreston GCG, LLC 
Andriy Domrachov 
 

01 June 2016 
 
Kyiv, Ukraine 
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STATEMENT OF MANAGEMENT’S RESPONSIBILITY  
FOR THE PREPARATION AND APPROVAL OF THE SPECIAL FINANCIAL STATEMENTS 

for the for the year ended 31 December 2015  

 

Management of the State Road Agency Of Ukraine (Ukravtodor) is responsible for the its compliance with the 
principles of accounting and the special financial reporting set forth in the Loan Agreement between Ukraine 
and the European Bank for Reconstruction and Development (further — the EBRD or the Bank) concerning the 
Project “Improvement Of Transport And Operational Conditions Of Road Approaches To Kyiv (Pan-European 
Corridors)” (further — the Project) for the year ended 31 December 2015. 

In preparing the financial statements, Management of the Ukravtodor is responsible for: 

– selection of appropriate accounting policies and their consistent application; 
– application of reasonable accounting estimates and assumptions; 
– compliance with relevant principles and disclosure of all material departures in the notes to the special finan-

cial statements; 

Management of the Ukravtodor is also responsible for: 

– development, implementation and maintaining of effective and reliable system of internal control; 
– maintaining accounting system which allow at any given moment prepare accurate information about finan-

cial position of the Project and ensure compliance of special financial statements with Loan Agreement be-
tween Ukraine and the European Bank for Reconstruction and Development; 

– prevention and detection of fraud and other irregularities. 

The special financial statements for the year ended 31 December 2015 were approved by the Management of 
the Ukravtodor on 01 June 2016. 
 

 

 

On behalf of the Management of the State Road Agency of Ukraine: 

 
_______________________________ ________________________________ ______________________ 
 
 

L. S. 
 
 
_______________________________ ________________________________ ______________________ 
 
 
 

01 June 2016 
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SUMMARY OF SOURCES AND USES OF FUNDS 

For the year ended 31 December 2015 (in EURO) 

 31 Decem-
ber 2015 

For the whole 
period of the 
project reali-

zation Budget
Undrawn 
balance 

Financing     
EBRD 31 977 777 230 778 468 450 000 000 219 221 532 
EIB(*) - 149 605 902 450 000 000 300 394 098 
Ukravtodor 9 622 264 80 192 616 80 192 616 - 
 41 600 041 460 576 986 980 192 616 519 615 630 
     
Part 1     

1. Works for Parts 1.1 and 1.2 11 663 491 378 610 656 447 026 280 68 415 624 
2. Supervision Services for Parts 1.1 and 
1.2 355 286 4 091 562 4 335 496 243 934 
3. Works for Part 1.4 14 731 989 17 908 058 59 697 764 41 789 706 
4. Supervision Services for Parts 1.4 86 252 330 192 1 640 000 1 309 808 
5. Front-end Commission for Tranche A 
(Phase I) - 3 000 000 3 000 000 - 

Part 2     
1. Works for Parts 2.1,2.2, 2.3 and 2.4 13 275 932 44 791 217 420 299 826 375 508 609 
2. Works for Part 2.5 - - 21 700 000 21 700 000 
3. Supervision Services for Parts 2.1,2.2, 
2.3, 2.4 and 2.5 937 286 2 252 051 12 900 000 10 647 949 
4. Front-end Commission for Tranche B 
(Phase II) - 2 625 000 2 625 000 - 

Part 3. Project Implementation Services     
1. Preparation of engineering design and 
tender documents for procurement of ser-
vices and works for Part 1 and 2 - 3 092 829 3 092 829 - 
2. Project implementation assistance 549 804 3 875 420 3 875 420 - 
 41 600 041 460 576 986 980 192 616 519 615 630 

 
Note (*) hereinafter expenses of the European Investment Bank for the co-financing of the Project are stated in fac-
tual amounts paid on the Project’s categories to works executors, rather than in amounts of tranches received on 
the project account of Ukravtodor. 
 
 
_______________________________ ________________________________ ______________________ 
 
 

L. S. 
 
 
_______________________________ ________________________________ ______________________ 
 

01 June 2016 
 



 PROJECT “PAN-EUROPEAN CORRIDORS” 

 

Notes on pages 11 to 23 are an integral part of these financial statements. 
7 

USES OF FUNDS BY THE PROJECT’S COMPONENTS 

For the year ended 31 December 2015 (in EURO) 

 31 Decem-
ber 2015 

For the whole 
period of the 
project reali-

zation Budget
Undrawn 
balance 

Uses of EBRD funds by the Project’s components 

Part 1 (financed from Tranche A)     
1. Works for Parts 1.1 and 1.2 8 624 949 184 424 306 184 424 504 198 
2. Supervision Services for Parts 1.1 and 
1.2 355 286 4 091 562 4 335 496 243 934 
3. Works for Part 1.4 12 134 225 15 310 294 57 100 000 41 789 706 
4. Supervision Services for Parts 1.4 86 252 330 192 1 640 000 1 309 808 
5. Front-end Commission for Tranche A 
(Phase I) - 2 500 000 2 500 000 - 

Part 2 (financed from Tranche B)     
1. Works for Parts 2.1,2.2, 2.3 and 2.4 9 839 779 20 388 616 163 400 000 143 011 384 
2. Works for Part 2.5 - - 21 700 000 21 700 000 
3. Supervision Services for Parts 2.1,2.2, 
2.3, 2.4 and 2.5 937 286 1 733 498 12 900 000 11 166 502 
4. Front-end Commission for Tranche B 
(Phase II) - 2 000 000 2 000 000 - 

 31 977 777 230 778 468 450 000 000 219 221 532 

Uses of the EIB funds by the Project’s components 

Part 1 (Phase I financing)     
1. Works for Parts 1.1 and 1.2 - 131 084 572 199 500 000 68 415 428 
2. Front-end Commission for Phase I - 500 000 500 000 - 

Part 2 (Phase II financing)     
1. Works for Parts 2.1,2.2, 2.3 and 2.4 - 16 877 777 249 375 000 232 497 223 
2. Supervision Services for Parts 2.3 - 518 553 - (518 553) 
3. Front-end Commission for Phase II - 625 000 625 000 - 

 - 149 605 902 450 000 000 300 394 098 
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USES OF FUNDS BY THE PROJECT’S COMPONENTS (CONTINUATION) 

For the year ended 31 December 2015 (in EURO) 

Uses of Ukravtodor funds by the Project’s components 

Part 1     
1. Works for Parts 1.1 and 1.2 3 038 542 63 101 777 63 101 777 - 
2. Works for Part 1.4 2 597 764 2 597 764 2 597 764 - 

Part 2     
1. Works for Parts 2.1,2.2, 2.3 and 2.4 3 436 153 7 524 825 7 524 825 - 
2. Works for Part 2.5 - - - - 

Part 3 Project Implementation Ser-
vices(*)     

1. Preparation of engineering design and 
tender documents for procurement of ser-
vices and works for Part 1 and 2 - 3 092 829 3 092 829 - 
2. Project implementation assistance 549 804 3 875 420 3 875 420 - 
 9 622 264 80 192 616 80 192 616 - 

 
Note (*) hereinafter factual expenditure of Ukravtodor with Phase 3 are translated into the loan currency at the av-
erage-weighted rate of UAH to EUR. Exchange rate which was used for 2015 — 24.1905. To calculate the average 
UAH rate to EUR, corresponding exchange rates set by the National Bank of Ukraine were used. 
 
 

_______________________________ ________________________________ ______________________ 
 
 

L. S. 
 
 
_______________________________ ________________________________ ______________________ 
 

01 June 2016 
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STATEMENT OF DRAWDOWNS FROM THE ACCOUNT OF THE EBRD LOAN 

For the year ended 31 December 2015 (in EURO) 
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24.03.15 №86 - 58 194 - - - - 58 194 
08.04.15 №78 277 664 - - - - - 277 664 
07.05.15 №87 1 227 531 - - - - - 1 227 531 
07.05.15 №88,89 - - - - 245 780 - 245 780 
07.05.15 №90 - 66 494 - - - - 66 494 
07.05.15 №91 1 162 789 - - - - - 1 162 789 
20.05.15 №85 - - - 1 346 321 - - 1 346 321 
15.06.15 №92,93 - - - - 152 837 - 152 837 
15.06.15 №94 - 86 252 - - - - 86 252 
07.07.15 №95 - - - - 50 257 - 50 257 
07.08.15 №97,99 2 087 150 - - - - - 2 087 150 
20.08.15 №100 - - - 852 709 - - 852 709 
10.09.15 №96 - - - 1 646 927 - - 1 646 927 
16.09.15 №102,103 - - - - 235 891 - 235 891 
21.09.15 №101 1 564 241 - - - - - 1 564 241 
30.09.15 №98 - - - 1 523 934 - - 1 523 934 
20.10.15 №104 - 230 598 - - - - 230 598 
27.11.15 №110 2 810 794 - - - - - 2 810 794 
10.12.15 №114 1 448 213 - - - - - 1 448 213 
10.12.15 №106,107,

112,113 - - - - 252 520 - 252 520 
24.12.15 №116,122 5 083 447 - - - - - 5 083 447 
24.12.15 №111,121,

123 - - - 4 469 887 - - 4 469 887 
30.12.15 №119,120 5 097 347 - - - - - 5 097 347 
Drawdown for 2015 20 759 174 441 538 - 9 839 779 937 286 - 31 977 777 
Total as at 31.12.2015 199 734 601 4 421 754 2 500 000 20 388 616 1 733 498 2 000 000230 778 469
 
 
 
_______________________________ ________________________________ ______________________ 
 
 

L. S. 
 
 
_______________________________ ________________________________ ______________________ 
 

01 June 2016 
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RECONCILIATION BETWEEN RECORDS OF UKRAVTODOR AND EBRD 

For the year ended 31 December 2015 (in EURO) 

Loan amount according to the Loan Agreement   450 000 000 
Loan drawdown for 2011 (65 378 422)   

Liabilities of Ukravtodor as at 31 December 2011   (65 378 422) 
Loan drawdown for 2012 (69 091 332)   

Liabilities of Ukravtodor as at 31 December 2012   (134 469 754) 
Loan drawdown for 2013 (35 168 186)   

Liabilities of Ukravtodor as at 31 December 2013   (169 637 940) 
Loan drawdown for 2014 (29 162 751)   

Liabilities of Ukravtodor as at 31 December 2014   (198 800 691) 
Loan drawdown for 2015 (31 977 777)  

Part 1 (financed from Tranche A)   
1. Works for Parts 1.1 and 1.2 (8 624 949)  
2. Supervision Services for Parts 1.1 and 1.2 (355 286)  
3. Works for Part 1.4 (12 134 225)  
4. Supervision Services for Parts 1.4 (86 252)  
5. Front-end Commission for Tranche A (Phase I) -  

Part 2 (financed from Tranche B)   
1. Works for Parts 2.1,2.2, 2.3 and 2.4 (9 839 779)  
2. Works for Part 2.5 -  
3. Supervision Services for Parts 2.1,2.2, 2.3, 2.4 and 2.5 (937 286)  
4. Front-end Commission for Tranche B (Phase II) -  

Total (31 977 777)  
Liabilities of Ukravtodor as at 31 December 2015   (230 778 468) 
Balance of unused Loan as at 31 December 2015   219 221 532 
 
 
 
_______________________________ ________________________________ ______________________ 
 
 

L. S. 
 
 
_______________________________ ________________________________ ______________________ 
 

01 June 2016 
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1. DESCRIPTION OF THE PROJECT 

EBRD financing 

Under the Loan Agreement between Ukraine and the European Bank for Reconstruction and Development 
from 26 November 2010 (hereinafter — Loan Agreement), the Bank agreed to extend to Ukraine a loan in 
amount of 450 million (four hundred fifty million) EUR, in order to implement the Project “Improvement of 
Transport and Operational Conditions of Road Approaches to Kyiv (Pan-European Corridors)”. 

According to the Project Agreement between Ukraine and the Bank of 26 November 2010 (further — the 
Project Agreement) the Project will be implemented by the State Road Agency of Ukraine (Ukravtodor). 

According to Section 3.1 of Article III of the Loan Agreement, the Ministry of Finance of Ukraine agreed to re-
credit funds of EBRD Loan in amount of 450 million to Ukravtodor, under the conditions specified in the Loan 
Agreement, the Project Agreement and the Sub-Loan Agreement dated 26 November 2010. 

The purpose of the Project is to improve the highway infrastructure in Ukraine and facilitate further reform in 
the road sector of Ukraine by assisting the Borrower in the rehabilitation and upgrading of parts of M-01, M-
05, M-06, M-07, N-01 and R-02 roads on sections approaching Kyiv as well as in the outsourcing of the 
maintenance of the M-06 road section on a basis of output and performance related contracting. 

The Project consists of the following categories: 

Category Amount, EUR Comments 
Part 1 (financed from Tranche A)   

1. Works for Parts 1.1 and 1.2 184 424 504 
These works are financed by the 
EBRD (up to 60% of the contract 

amount, net of any tax) and the EIB. 

2. Supervision Services for Parts 1.1 and 1.2 4 335 496 
These services are financed by the 

EBRD on 100% of the contract 
amount, net of any tax. 

3. Works for Part 1.4 57 100 000 
These services are financed by the 

EBRD on 100% of the contract 
amount, net of any tax. 

4. Supervision Services for Parts 1.4 1 640 000 
These services are financed by the 

EBRD on 100% of the contract 
amount, net of any tax. 

5. Front-end Commission for Tranche A 
(Phase I) 

2 500 000 
These costs are financed by the 

EBRD 100% from the credit funds. 
Part 2 (financed from Tranche B)   

6. Works for Parts 2.1,2.2, 2.3 and 2.4 163 400 000 
These works are financed by the 
EBRD (up to 50% of the contract 

amount, net of any tax) and the EIB. 

7. Works for Part 2.5 21 700 000 
These services are financed by the 

EBRD on 100% of the contract 
amount, net of any tax. 

8. Supervision Services for Parts 2.1,2.2, 2.3, 
2.4 and 2.5 

12 900 000 
These services are financed by the 

EBRD on 100% of the contract 
amount, net of any tax. 

9. Front-end Commission for Tranche B (Phase 
II) 

2 000 000 
These costs are financed by the 

EBRD 100% from the credit funds. 
Part 3. Project Implementation Services 
Preparation of engineering design and tender 
documents for procurement 
of services and works for Part 1 and 2 

(actual costs of 
Ukravtodor) 

These services are financed by 
Ukravtodor 

Project implementation assistance 
(actual costs of 

Ukravtodor) 
These services are financed by 

Ukravtodor 
Total 450 000 000 - 
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No drawdown shall be made in respect of: 
• expenditures incurred prior to the date of the Loan Agreement; 
• expenditures under Category (1), (3), (6) and (7) until a supervision consultant for each respective works 
contract as described in Schedule 1 has been appointed to monitor all aspects of the works implementation, 
with personnel and terms of reference satisfactory to the Bank; 
• expenditures under Categories (6), (7), (8) and (9) until the Tranche B Availability Date. 

Conditions Precedent to Effectiveness of the Loan Agreement: 
a)  The Subsidiary Loan Agreement, in form and substance satisfactory to the Bank, has been executed 
and delivered and all conditions precedent to its effectiveness or to the right of the Project Entity to make 
drawings thereunder, except only the effectiveness of this Agreement, have been fulfilled; 
b) The Project Implementation Unit has been established as provided for in Section 2.03 of the Project 
Agreement and is operational with adequate resources and suitable qualified personnel in accordance with 
some terms of reference acceptable to the Bank; 
c)  A tender for the output and performance related maintenance contracting as described in the Part 1.4 
of the Project in Schedule 1 has been commenced; 
a) The applicable laws and regulations in Ukraine have been duly amended so as to enable the restructuring 
of the road sector in Ukraine by separating the management of the state and local public roads in accordance 
with the Reform Plan; 
b)  The applicable laws and regulations in Ukraine have been duly amended so as to enable the increase in 
fuel excise tax, including: (i) excise tax on petrol to no less than EUR 182 per tonne (either as a flat rate or an 
average for a differentiated rate) and (ii) excise tax on diesel fuel to no less than EUR 66 per tonne (either as 
a flat rate or an average for a differentiated rate). 

Conditions precedent to commitment and disbursement of Tranche B: 
a) the applicable laws and regulations in Ukraine have been duly amended so as to enable to replace the 
current tax based on engine size for heavy vehicles with an axle load tax; 
b) approval of a special mechanism for the distribution between the state and the local public roads of the 
collected Road User Charges; 
c) commencement of the transfer of local roads to regional authorities as per the Reform Plan, as evidenced 
by a relevant decision of the Government of the Borrower; 
d) satisfactory completion of a tender for the output and performance related maintenance contracting for the 
Part 1.4 of the Project as defined in Schedule 1 and execution of the related contracts; 
e) submission of a Strategy for the development of competition in the road maintenance, in form and sub-
stance acceptable to the Bank; 
f) completion of environmental and social due diligence for the Project components financed by Tranche B to 
the satisfaction of the Bank, including: 
• an Environmental and Social Impact Assessment for the Part 2.1 of the Project as provided for in Sched-
ule 1 of the Project Agreement prepared in compliance with the provisions of the Designated Performance 
Requirements for A-category projects; 
• an Environmental and Social Analysis for Parts 2.2-2.5 (inclusive) of the Project as provided for in 
Schedule 1 of the Project Agreement in compliance with the provisions of the Designated Performance Re-
quirements for B-category projects; 
• an update to the Stakeholder Engagement Plan developed for Tranche A; an update to the Environ-
mental and Social Action Plan developed for Tranche A. 

This environmental and social assessment shall be conducted based on terms of reference acceptable to the 
Bank and by a service provider acceptable to the Bank. 

EIB financing 

The Loan Agreement also provides for joint financing of projects by the European Investment Bank (further — 
EIB). Corresponding Finance Contract on the provision of loan funds amounting to 450 million EUR was 
signed by Ukraine and the EIB on 27 May 2011. Under the Finance Contract, financing of the Project by the 
EIB will be carried out in amounts equal with those by the EBRD. To implement the Project, between Ukrav-
todor and the Bank, on 27 May 2011 the Project Agreement was signed. 

According to p. 8 of the Preamble of the Finance Contract, the Ministry of Finance of Ukraine agreed to re-
credit the funds of the EIB credit in amount of 450 million EUR to Ukravtodor on terms set out in the Finance 
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Contract, Project Agreement and Subsidiary Loan Agreement concluded between Ukravtodor and the Ministry 
of Finance of Ukraine dated 06 July 2011. 

The Finance Contract became effective in February 2012 of which EIB informed Ukravtodor by the Letter dated 
07 February 2012. The Project financing at the expense of the EIB credit funds commenced in July 2012. 

After consultation between the EIB and the Borrower, the EIB set the Second Project Phase Credit Com-
mencement Date — 3 September 2013, of which the Borrower was notified by the Bank letter in September 
2013. 

2. BASIC ACCOUNTING POLICIES 

Amount and Currency of the Loan 

The Bank agrees to lend to the Borrower, on the terms and conditions set forth or referred to in this Agree-
ment, the amount of four hundred fifty million Euro (EUR 450 000 000). 

The Loan shall consist of two Tranches, as follows: 

- Tranche A in the amount of two hundred fifty million Euro (EUR 250 000 000) and 
- Tranche B in the amount of two hundred million Euro (EUR 200 000 000); 

Basic Terms of the Loan 

a) The Minimum Drawdown Amount shall be two hundred thousand Euro (EUR 200 000) for Categories 
1,3,6, and 7, and fifty thousand Euro (EUR 50 000) for Categories 2, 4 and 8; 
b)  The Minimum Prepayment Amount shall be ten million Euro (EUR 10 000 000); 
c) The Minimum Cancellation Amount shall be three million Euro (EUR 3 000 000); 
d) The Interest Payment Dates shall be 12 May and 12 November of each year; 
e) (1) The Borrower shall repay the Loan in twenty-two equal (or as nearly equal as possible) semi-annual 
instalments on 12 May and 12 November of each year, with the first Loan Repayment Datebeing 12May 2015 
and the last Loan Repayment Date being 12 November 2025. (2) Notwithstanding the foregoing, in the event 
that (i) the Borrower does not draw down the entire Loan amount prior to the first Loan Repayment Date 
specified in this Section 2.02.(e), and (ii) the Bank extends the Last Availability Date specified in Section 
2.02.(f) below to a date which falls after such first Loan Repayment Date, then the amount of each drawdown 
made on or after the first Loan Repayment Date shall be allocated for repayment in equal amounts to the sev-
eral Loan Repayment Dates which fall after the date of such drawdown (with the Bank adjusting the amounts 
so allocated as necessary so as to achieve whole numbers in each case). The Bank shall, from time to time, 
notify the Borrower of such allocation. 
f)  The Last Availability Date shall be the date which is the fourth anniversary of the Effective Date or such 
later date that the Bank may in its discretion establish and notify to the Borrower. If the Available Loan 
Amount, or any part thereof, is subject to a Fixed Interest Rate, and the Bank postpones the Last Availability 
Date, the Borrower shall promptly pay to the Bank such amount of Unwinding Costs as shall, from time to 
time, be notified by the Bank in writing to the Borrower. 
g) The rate of the Commitment Charge shall be 0.5% per annum. 
h)  The Loan is subject to a Variable Interest Rate. Notwithstanding the foregoing, the Borrower may, as an 
alternative to paying interest at a Variable Interest Rate on all or any portion of the Loan then outstanding, 
elect to pay interest at a Fixed Interest Rate on such portion of the Loan in accordance with Section 3.04(c) of 
the Standard Terms and Condition. 

Basis of preparation 

Special financial statements have been prepared on a cash basis of accounting. The accounting policy had 
been applied consistently during the whole period of the Loan drawdown. 

Reporting period 

This report covers the period of using the Loan drawdown ended 31 December 2015. Effective date of com-
mencement of cash transactions with respect to the Project is 23 September 2011. 
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Income and expense recognition 

Inflows are stated whenever they are carried at bank accounts. Expenses are recognized when funds are 
withdrawn from accounts. 

Change of cost of works contracts 

Para. 13.1, 13.2 “Variations Orders” of Part A “General conditions of the Contract”, Part B “Special conditions 
of the Contract” of “Conditions of contract for construction for building and engineering works” by Interna-
tional Federation of Consulting Engineers (first edition dated 1999) provide a mechanism to increase / de-
crease the contract price due to changes in volumes of any works, their nature, quality, additional costs for 
implementation of additional works and changes in the sequence or schedule of the construction. 

Change in value of the contract for consultant services on construction supervision 

According to the agreement signed between the State Roads Agency of Ukraine and Louis Berger SAS 
(contract dated 21 June 2011), p.6.2 (a) Part III “Special conditions” provides a mechanism for adjusting the 
value of the Consultant’s fee. Fee, calculated according to the rates stated in the Appendix to the Agreement 
(and forms the part of Agreement) and paid in foreign currency, shall be corrected every 12 months (first time 
should be applied to remuneration for the 30th calendar month after the Contract date) by applying the fol-
lowing formula: 

Rf= Rf0 x If/ If0, where: 

Rf — adjusted fee; 
Rf0 — fee to be paid according to rates stated in the Appendix as to the fee subject to payment in foreign cur-
rency; 
If — official index for salaries in the Consultant’s country for the first month to be adjusted; 
If0 — official index for salaries in the Consultant’s country as at the month when the contract was signed. 

Expenses recognition, accrual method/cash method 

When calculating the amount of remuneration of Contractors on interim payment certificates, a mixed ap-
proach was used in recognition of Ukravtodor expenses and, respectively, Contractors’ fees: 

Total cost of work during the period was adjusted by adding / subtracting certain amounts, such as: 

• According to the terms of Contractor’s Agreements an advance was remitted to the Contractors in amount 
of 10% from the Contractual cost. Afterwards, when the Contractor was paid not less than 20% from the Con-
tractual amount, cost of payments under payment certificates decreased by 20% from the fee to the Contrac-
tor in this certificate to full amortization of the advance amount; 

• In accordance with p. 14.3 “Application for Interim Payment Certificates” of Part A “General conditions of 
the Contract”, Part B “Special conditions of the Contract” of “Conditions of contract for construction for build-
ing and engineering works” by International Federation of consulting engineers (first edition dated 1999), the 
mechanism of deduction of part of accrued compensation cost to the Contractor with the purpose of quality 
assurance of performed works, and step-by-step payment of this deduction — half after the acceptance cer-
tificate for all objects is issued by the Engineer and another half after the Defects Liability Period 

• Under the terms of the contract, the amount of retention for each certificate of payment is 10% of previ-
ously accrued payment to Contractor. Limit of retention — 5% of the total contract amount. 

Total remuneration paid to Contractors during 2011-2014 made not the full amount of the cost of works actu-
ally performed in connection with the application of adjustments described above in calculating interim pay-
ments to contractors. 

3. CONSTRUCTION WORKS 

for Parts 1.1 and 1.2 

Construction and contracting works at the expense of loan funds of EBRD were performed based on five 
Contracts concluded during 2011-2014. The Contracts provide for Defects Liability Period of the Contractors 
during 365 days from signing the Road Section Acceptance Act. During this period the Contractors under-
take to liquidate all defects originated through their fault during the construction, as well as to complete all 
significant works not finalized at the acceptance. 
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The initial term of implementation of Contracts No 1(1), 2(1), 3(1) — 450 days, 1(2) — 540 days, 2(2) — 730 
days. 

1. Contract between Ukravtodor and joint venture «Todini Costruzioni Generali SpA», (Italy, Rome) / «Akkord 
Industry Construction Investment Corporation, OJSC» (Republic of Azerbaijan, Baku) / «Salini Costruttori 
SpA» (Italy, Rome) (further in the text — Contract No 1(1)). Contract provided for the construction works on 
the road M06 Kyiv-Chop between 128 km to 68 km. The final payment certificate along with the certificate of 
the contract completion was received on 31 March 2016. As at the date of preparation of these statements the 
final payments according to this contract were not completed. 

2. Contract between Ukravtodor and joint venture «Todini Costruzioni Generali SpA», (Italy, Rome) / «Akkord 
Industry Construction Investment Corporation, OJSC» (Republic of Azerbaijan, Baku) / «Salini Costruttori 
SpA» (Italy, Rome) (further in the text — Contract No 2(1)). Contract provided for the construction works on 
the road M06 Kyiv-Chop between 68 km to 14 km. The final payment certificate along with the certificate of 
the contract completion was received on 14 March 2016. As at the date of preparation of these statements the 
final payments according to this contract were not completed. 

3. Contract between Ukravtodor and Joint Stock Company «Euro-Asian Construction Corporation 
«EVRASCON» (Republic of Azerbaijan, Baku; previously — Joint Stock Company «JSC AZERKORPU») (fur-
ther in the text — Contract No3(1)). Contract provided for the construction works on the road M07 Kyiv-Kovel-
Yahodyn between 30 km to 64 km. Factually, construction works under Contract No3(1), Part 1.2 commenced 
according to the order of the Engineer (Consultant — firm IRD Engineering, contract dated 23 August 2011) 
from 24 October 2011. The final payment certificate along with the certificate of the contract completion was 
received from the contractor on 1 July 2015. Final payments to this contractor were accomplished on 
22 September 2015. 

4. The Contract between Ukravtodor and LLC “Road Construction Altcom” (Ukraine) (hereinafter — Contract 
No 1(2)). The Contract envisages construction works on the road section Kyiv-Odesa M05 between 87 km to 
42 km and 36 km to 18 km of Part 2.3 of the Project. In fact, construction works under the Contract No 1(2) 
commenced according to the order of the Engineer (Consultant — firm “High Point Rendel”, the contract dated 
25 January 2013) from 30 July 2013. 

During June-July 2015 the Contract No 1(2) was modified — the terms of construction works performance 
were prolonged for 250 days: for 37 days due to the delay of the advance payment from the Customer to the 
Contractor and for 213 days due to the force majeure circumstances that Contractor had encountered re-
lated to the access of the Contractor to its assets located on the temporarily occupied territory of Donets re-
gion. The Contractor according to the terms of the Contract (article 19.1 of Description of Works of the Con-
tract) has sent to the Customer and the Engineer claim to provide him with the additional time for construc-
tion program accomplishment appealing to the necessity to change state registration of its office, to relocate 
its assets from the occupied territory and to deploy equipment and other resources needed for construction 
works performance. That claim of the Contractor regarding delay of the advance payment and force majeure 
circumstances was properly assessed and then Ukravtodor was provided with the recommendations regard-
ing appropriateness and reasonability of that claim. After appropriate consultations with Banks it was agreed 
to prolong terms of the works performance up to 22 November 2015. Such modifications have led to the in-
crease of total amount of the Contract by 1 626 430 Euro. 

5. The Contract between Ukravtodor and the company ONUR Taahhut Tasimacilik ve Ticaret Ltd. Sti (Tur-
key) (hereinafter — Contract No2 (2)). The Contract envisages construction works on the road section Kyiv-
Znamenka N01 between 14 km to 43 km of Part 2.4 of the Project. In fact, construction works under the Con-
tract No2 (2) commenced according to the order of the Engineer (Consultant — firm Louis Berger SAS, the 
contract dated 5 December 2014) from 8 April 2015.  

6. In connection with the start of works on the road M01 Kyiv-Chernihiv (between 98 km to 19 km) of Part 2.2 
tender procedures were introduced aimed to further signing contract with a contractor to perform these works. 

Works and services of maintenance of the road M-06 Kyiv-Chop based on output 

According to terms of the Loan Agreement in implementing the part 1.4 of the Project, entering into the con-
tract for the maintenance of the road M06 Kyiv-Chop based on output is provided (Output- and Performance-
based Road Contract, hereinafter — contract OPRC). This type of the contract and services is a pilot area in 
public road system management in Ukraine. The essence of the contract is that the executor shall maintain 
the road in accordance with the target performance levels of service. 
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For the purposes of the Project and the introduction of up-to-date public road system management model 
based on the output after the procedure of two-stage bidding for the procurement of services in December 
2013, the OPRC contract was signed with the company Elsamex SA (Spain) totalling 50 533 933 Euro. The 
Contract provided for the maintenance of the road section M-06 Kyiv-Chop km 434 — km 621. Since the 
Contractor within three months from the date of services commencement (26 March 2014) systematically 
failed to fulfil his contract obligations, Ukravtodor by the letter dated 13 June 2014 informed the Contractor 
that the Customer intended to terminate the Contract. Upon receipt of the EBRD approval, Ukravtodor broke 
the Contract with Elsamex SA in July 2014. More details on the termination of the OPRC contract with the 
company Elsamex SA are provided in the “Termination of the OPRC Contract with the company Elsamex 
SA”. 

Upon termination of the Contract with Elsamex, Ukravtodor held consultations with EBRD for further action 
and the possibility to enter into a new Contract. Subject to the Bank’s consent and in accordance with pro-
curement rules and regulations of EBRD, Ukravtodor held negotiations with other participants of the two-
stage bidding for the purchase of services for the maintenance of the road M06 Kyiv-Chop on the basis of 
output, which offered the most affordable price offer after the successful tenderer (company Elsamex SA) — 
the company ONUR Taahhut Tasimacilik ve Ticaret Ltd. Sti (Turkey). After negotiating and obtaining ap-
proval from the EBRD, in August 2014 the OPRC Contract was signed with the company ONUR Taahhut 
Tasimacilik ve Ticaret Ltd. Sti (hereinafter — ONUR) (hereinafter — Contract No 1(4)) totalling 63 521 371 
Euro. Duration of the Contract is 84 months. The Contract provides for a number of works on the section of 
the road M-06 Kyiv-Chop km 434 — km 621 — construction works regarding rehabilitation and reconstruc-
tion, periodic repairs, provision of services of road maintenance in good condition according to the estab-
lished Performance Standards and Service Levels. 

Factually, construction works under the Contract No 1(4), Part 1.4 commenced under orders of the Project 
Manager (Consultant — Company Egis International, the contract dated 21 November 2013), beginning from 
10 September 2014. 

4. SERVICES 

Supervision of Works 

International experience implementation of construction contracting contracts financed with loans involves 
the use of uniform conditions of construction contracts for effective monitoring of the implementation of the 
contracts, the use of professional engineering judgment, quality control of construction projects. 

It is assumed that the construction process is headed and supervised by an independent professional expert 
— Project Engineer. Engineer coordinates all matters arising during the construction works concerning 
methods and construction technology, organization of work between the Contractor and the Customer. 

The rights and obligations of contractors, engineers and other significant contract conditions are defined in 
“Conditions of contract for construction for building and engineering works” of the International Federation of 
Consulting Engineers (FIDIC) in first edition of 1999. 

For project implementation for the purpose of appointing Engineers to monitor the execution of construction 
and contract works on Part 1, 2 and supervision for works on Contract OPRC, the State Road Agency of 
Ukraine concluded seven contracts for consulting services. 

The contract between Ukravtodor and « Mott MacDonald Limited» (United Kingdom) (further in the text — 
Contract Mott MacDonald) was signed on 21 June 2011. Under the Contract, supervision services are car-
ried out on sections of highway M06 Kyiv-Chop km 101 — km 128 and km 68 — km 101 (supervision of con-
struction works under Contract No 1(1)). The factual date of work commencement (mobilization) according to 
the Engineer’s order is 3 August 2011. Term of the Contract — 42 months. In 2015 this contract was revised 
resulting in extension of the term for 11 months and increase of the cost by 40,376 Euro. 

The contract between Ukravtodor and firm «Louis Berger SAS» (France) (further in the text — Contract Louis 
Berger) was concluded 21 June 2011. Under the terms of the Contract, supervision services to are carried 
out on the section of highway M06 Kyiv-Chop km 14 — km 69 (supervision of construction works under Con-
tract number 2 (1)). The factual date of work commencement (mobilization) according to the Engineer’s order 
is 19 August 2011. Duration of the Contract — 51 months. In 2015 this contract was revised resulting in ex-
tension of the term for 2 months and increase of the cost by 77,560 Euro. 



PROJECT “PAN-EUROPEAN CORRIDORS” 

 
NOTES TO THE SPECIAL FINANCIAL STATEMENTS 

For the year ended 31 December 2015 (in EURO) 

 

17 

Summary of performance of contracts No 1(1) — 2(2) 

Total for 2015 (joint EBRD, EIB and Ukravtodor financing) 

Type of works 
Contract 

No 1(1) 
Contract 

No 2(1) 
Contract 

No 3(1) 
Contract 

No 4(1) 
Contract 

No 1(2) 
Contract 

No 2(2) 
Total for 

2015 

Total for the 
period of pro-

ject realization 
1. General items 8 542 77 424 31 586 3 412 239 2 641 604 1 374 209 7 545 604 25 798 002 
2. Road works 2 521 716 2 652 967 931 668 - 8 896 415 3 850 420 18 853 186 234 324 794 
3. Creation of engineering 55 997 80 235 158 562 - 1 928 299 317 989 2 541 081 13 370 076 
4. Other expenses and works - - 1 665 449 13 554 857 - - 15 220 306 22 638 093 
5. Cost of materials at a building site - - (291 531) - (48 670) 371 377 31 176 561 923 
6. Engineering communications - (299 534) - - 143 178 - (156 356) 49 343 787 
7. Retentions: 10% of the cost of each PC, totally not 
more than 5% of the value of consumption contracts - - 754 206 (896 663) (1 356 083) (591 400) (2 089 939) (12 738 213) 
8. Advances for mobilization, released amount of reten-
tions  - - - (3 936 209) (2 712 165) - (6 648 373) 39 762 498 
Total on works performed 2 586 255 2 511 092 3 249 939 12 134 225 9 492 578 5 322 596 35 296 685 373 060 960 
At the expense of Ukravtodor payment of VAT 822 370 1 334 105 882 067 2 597 764 1 622 719 1 813 434 9 072 460 73 224 366 
Total including VAT 3 408 624 3 845 197 4 132 006 14 731 989 11 115 297 7 136 030 44 369 144 446 285 326 

Summary of financing under the contracts No 1(1)-2(2) 

Total for 2015 (joint EBRD, EIB and Ukravtodor financing) 

  
Contract 

No 1(1) 
Contract 

No 2(1) 
Contract 

No 3(1) 
Contract 

No 4(1) 
Contract 

No 1(2) 
Contract 

No 2(2) 
Total for 

2015 

Total for the 
period of pro-

ject realization 
The amount of certificates 2 586 255 2 511 092 3 249 939 12 134 225 9 492 578 5 322 596 35 296 685 373 060 960 
EBRD loan drawdown 2 586 255 2 511 092 3 249 939 12 134 225 4 517 183 5 322 596 30 321 289 225 098 610 
EIB loan drawdown - - - - - - - 147 962 350 
At the expense of Ukravtodor payment of VAT 822 370 1 334 105 882 067 2 597 764 1 622 719 1 813 434 9 072 460 73 224 366 
Total financing including VAT 3 408 624 3 845 197 4 132 006 14 731 989 6 139 902 7 136 030 39 393 749 446 285 326 
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Statement of funds drawdown from the loan account under Contracts No 1(1)-2(2) 

Statement of funds drawdown from loan account under Contract No 1(1) 
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Contract No 1(1) 
EBRD EIB 

IPC payment No19 under the Contract No 1(1) 30.12.2015 119 2 586 255 - 

Total for the year 2015     2 586 255 - 
Total for the period of the project realization:     62 647 298 49 508 021 
Drawdown of EBRD and EIB loan for the whole period: 112 155 319 
Contract 113 164 103 
Contractual balance     1 008 784 

Statement of funds drawdown from loan account under Contract No 2(1) 
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Contract No 2(1) 

EBRD EIB 
IPC payment No20 under the Contract No 2(1)  30.12.2015 120 2 511 092 - 

Total for the year 2015     2 511 092 - 
Total for the period of the project realization: 94 440 562 72 062 905 
Drawdown of EBRD and EIB loan for the whole period: 166 503 467 
Contract 166 904 783 
Contractual balance     401 316 

Statement of funds drawdown from loan account under Contract No 3(1) 
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Contract No 3(1) 

EBRD EIB 
IPC payment No21 under the Contract No 3(1) 07.05.2015 91 1 162 789 - 
IPC payment No22 under the Contract No 3(1) 07.08.2015 97,99 2 087 150 - 
Total for the year 2015     3 249 939 - 
Total for the period of the project realization: 27 336 448 9 513 647 
Drawdown of EBRD and EIB loan for the whole period: 36 850 095 
Contract 39 681 408 
Contractual balance     2 831 313 

Statement of funds drawdown from loan account under Contract No 4(1) 
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Contract No 4(1) 
EBRD EIB 

IPC payment No1 under the Contract No 4(1)  12.03.2015 87 504 097 - 
IPC payment No2 under the Contract No 4(1)  12.03.2015 87 723 434 - 
IPC payment No3 under the Contract No 4(1)  20.07.2015 101 300 268 - 
IPC payment No4 under the Contract No 4(1)  20.07.2015 101 426 051 - 
IPC payment No5 under the Contract No 4(1)  20.07.2015 101 399 408 - 
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Transaction Date S
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Contract No 4(1) 
EBRD EIB 

IPC payment No6 under the Contract No 4(1) 20.07.2015 101 438 514 - 
IPC payment No7 under the Contract No 4(1) 20.10.2015 110 255 838 - 
IPC payment No8 under the Contract No 4(1) 28.10.2015 110 1 349 563 - 
IPC payment No9 under the Contract No 4(1) 28.10.2015 110 829 894 - 
IPC payment No10 under the Contract No 4(1) 28.10.2015 110 375 498 - 
IPC payment No11 under the Contract No 4(1) 06.11.2015 114 735 014 - 
IPC payment No12 under the Contract No 4(1) 06.11.2015 114 713 199 - 
IPC payment No13 under the Contract No 4(1) 20.11.2015 116 2 761 976 - 
IPC payment No14 under the Contract No 4(1) 03.12.2015 116 449 358 - 
IPC payment No15 under the Contract No 4(1) 08.12.2015 122 1 872 113 - 

Total for the year 2015     12 134 225 - 
Total for the period of the project realization: 15 310 293 - 
Drawdown of EBRD and EIB loan for the whole period: 15 310 293 
Contract 63 521 371 
Contractual balance     48 211 078 

Statement of funds drawdown from loan account under Contract No 1(2) 

Transaction Date S
ta

te
m

en
t 

o
f 

fu
n

d
s 

n
u

m
b

er
 o

f 
p

ay
m

en
t 

o
rd

e r
 

Contract No 1(2) 
EBRD EIB 

IPC payment No8 under the Contract No 1(2) 20.05.2015 85 1 346 321 - 
IPC payment No9 under the Contract No 1(2) 10.09.2015 96 1 646 928 - 
IPC payment No10 under the Contract No 1(2) 30.09.2015 98 1 523 934 - 

Total for the year 2015     4 517 183 - 
Total for the period of the project realization: 10 292 345 16 877 777 
Drawdown of EBRD and EIB loan for the whole period: 27 170 122 
Contract 96 094 778 
Contractual balance     68 924 656 

Statement of funds drawdown from loan account under Contract No 2(2) 
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Contract No 2(2) 
EBRD EIB 

IPC payment No1 under the Contract No 2(2)  20.08.2015 100 852 709 - 
IPC payment No2 under the Contract No 2(2)  24.12.2015 111 996 048 - 
IPC payment No3 under the Contract No 2(2)  24.12.2015 111 636 670 - 
IPC payment No4 under the Contract No 2(2)  24.12.2015 121 1 808 070 - 
IPC payment No5 under the Contract No 2(2)  24.12.2015 123 1 029 100 - 
Total for the year 2015     5 322 596 - 
Total for the period of the project realization: 10 096 271 - 
Drawdown of EBRD and EIB loan for the whole period: 10 096 271 
Contract 47 736 744 
Contractual balance     37 640 473 
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The contract between Ukravtodor and «IRD Engineering Sri (Italy) (further in the text — Contract IRD) was 
concluded 23 August 2011. Under the terms of the Contract, supervision services to are carried out on the 
section of highway M07 Kyiv-Kovel-Yahotyn km 64 — km 30 (supervision of construction works under Con-
tract No3(l)). The factual start date of work commencement (mobilization) according to the Engineer’s order 
is 21 August 2011. Duration of the Contract — 29 months. In 2015 this contract was revised resulting in ex-
tension of the term for 16 months and increase of the cost by 131,864.50 Euro. 

The Contract between Ukravtodor and «High Point Rendel» (United Kingdom) (hereinafter — Contract HPR) 
was signed on 25 January 2013. Under the terms of the Contract Supervision Services are provided on the 
road section M05 Kyiv-Odessa km 17 — km 36 and km 42 — km 87 (supervision of construction works un-
der the Contract No (2)). The actual commencement date of work (mobilization) of the Consultant is 17 June 
2013. The term of the contract is 29 months. 

The contract between Ukravtodor and the company «Louis Berger SAS» (France) (hereinafter — Contract 
Louis Berger 2) was concluded on 5 December 2014. Under the terms of the Contract Supervision Services 
are provided on the road section N01 Kyiv-Znamenka km 14 — km 43 (supervision of construction works 
under the Contract No2 (2)). The actual commencement date of work (mobilization) of the Consultant is 16 
December 2014. The term of the contract is 42 months. 

The contract between Ukravtodor and «EGIS International» together with Egis Ukraine (France, Ukraine) 
(hereinafter — Contract Egis) was signed on 21 November 2013. Under the terms of the Contract Supervi-
sion Services relating to the works and services under the Contract for keeping road M-06 Kyiv-Chop km 434 
— km 621 on the basis of output (supervision of construction works on keeping road M-06 Kyiv-Chop under 
Contract No4 (1)). The actual commencement date of work (mobilization) of the Consultant is 16 January 
2014. The term of the contract is 36 months. 

The contract between Ukravtodor and «Louis Berger SAS» (France) (hereinafter — Contract Louis Berger 3) 
was signed on 15 September 2015. Under the terms of the contract Supervision Services are provided on 
the road section M01 Kyiv-Chernihiv (between 98 km to 19 km). As at the date of these statements prepara-
tion works on this section were no started. Cost of the contract — 1,365,600 Euro. 

Statement of funds drawdown from loan account on Parts 1 and 2 of the Category «Supervision Services»: 
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Part 1 and 2 
EBRD EIB 

Payment of invoice to Mott MacDonald 24.03.2015 86 58 194 - 

Payment of invoice to High-Point Rendel 07.05.2015 88,89 245 780 - 

Payment of invoice to Louis Berger SAS 07.05.2015 90 66 494 - 

Payment of invoice to High-Point Rendel 15.06.2015 92,93 152 837 - 

Payment of invoice to Egis International 15.06.2015 94 86 252 - 

Payment of invoice to Louis Berger SAS 07.07.2015 95 50 257 - 

Payment of invoice to High-Point Rendel 16.09.2015 102,103 235 891 - 

Payment of invoice to IRD 20.10.2015 104 230 598 - 

Payment of invoice to High-Point Rendel 10.12.2015 106,107,112,113 252 520 - 

Drawdown for 2015     1 378 824 - 

Total for the period of the project realization: 6 155 252 518 553 

Drawdown of EBRD and EIB loan for the whole period: 6 673 805 

Category’s budget:  18 875 496 

Amount of the contracts  8 647 880 
Category Balance    10 227 616 
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Preparation of technical project and tender documentation 

According to the agreements on the development of technical projects and tender documents for the roads 
sections, repair of which will be carried out within the Project on Parts 1 and 2, the total cost of design and 
survey works and preparation of tender documents is 3 092 829 Euro. In 2013, expenses incurred and paid 
by Ukravtodor comprised 93 820 Euro. Costs for development of technical projects and tender documents 
were paid by Ukravtodor to suppliers of relevant services for 2009-2013 from the State Budget of Ukraine. 

Project implementation assistance 

In accordance with additional terms of the Loan Agreement for Project implementation Ukravtodor created 
Project Implementation Unit (PIU), which has appropriate resources and suitably qualified personnel in ac-
cordance with the terms of reference acceptable to the Bank. Ukravtodor provides funds to PIU in the 
amount required for its functioning and in accordance with the Implementation Schedule. 

Summary statement of expenditures under the PIU (*): 

Items of expenditure For 2015 
For the period of 

project realization 
Remuneration expenses 158 187 1 253 151 
Social deductions 58 165 439 605 
Material expenses 75 472 253 475 
Business trips 2 191 21 463 
Other direct expenses 10 759 77 011 
General production expenses 86 524 636 003 
Remuneration expenses 8 048 29 351 
Production cost 399 345 2 710 058 
Administrative expenses 26 878 302 685 
Total 426 223 3 012 743 
Planned accumulations 31 948 216 795 

Total 458 170 3 229 537 
VAT 91 634 645 883 
Total 549 804 3 875 420 

Note (*): the statement includes PIU expenses incurred in relation to the carrying out all projects financed by 
international financial institutions. 

5. INTEREST ON DELAYED PAYMENTS UNDER THE CONTRACTS FOR CONSTRUCTION WORKS 

In accordance with the terms of Contracts concluded between Ukravtodor and Contractors, the fact was de-
tected that in case of the delay of payments for the contract work and the amounts of VAT that are approved 
in interim payment certificates for payment, the Contractor is entitled to charge penalties for delayed pay-
ment of these costs and these costs after due consideration by the Engineer shall be reimbursed to the Con-
tractor. During the Project there were delays in payments to the Contractors. The right to obtain these 
charges and penalties is reserved by the Contractors throughout the term of service contracts. 

The table below shows the potential costs to pay interest on delayed payments, on those Contracts, where 
such estimated settlements were made by the Chief Engineers-Residents on the date of issuance of the fi-
nancial statements: 

  
On the cost of cer-

tificates, Euro 
On VAT payment on 

certificates, UAH 
Contract No 2(2) - 1 303 596 
Contract No 4(1) - 2 927 875 
Total: - 4 231 471 
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6. BALANCE OF LOAN FUNDS IN PART OF EIB FINANCING IN PJSC BG BANK 

The Financial Agreement concluded between Ukraine and the EIB provides that works on Part 1 and 2 will 
be partially financed by the EIB loan funds. For the settlements from the EIB loan funds and in accordance 
with the terms of the Financial Agreement between the Ministry of Finance of Ukraine and PJSC BG Bank in 
July 2012 the bank account contract Nol04/44/15010-036/74 was concluded under the terms of which the 
bank account was opened No 252333015720 in PJSC BG Bank (hereinafter — BG Bank). 

During 2014, PJSC BG Bank repeatedly delayed payment of funds for project works performed. Ukravtodor 
repeatedly informed the Ministry of Finance of Ukraine of that fact, in particular, by letters in September and 
October 2014, having indicated that such delays lead to additional costs from the budget for repayment of 
the EIB loan liabilities. 

Due to the deteriorating financial condition of PJSC BG Bank and received complaints about the failure of 
BG Bank to meet its obligations, by the Decree No745 dated 27 November 2014, the Board of the National 
Bank of Ukraine (hereinafter — NBU) decided to refer BG Bank to the category of insolvent banks. By the 
above resolution the NBU, in order to protect the interests of creditors and depositors of BG Bank, has intro-
duced a special regime of control over the activities of BG Bank through the appointment of curators — NBU 
officials. In accordance with the Ukrainian legislation, upon the decision of the NBU to transfer BG Bank to 
the category of insolvent banks, the executive management of the Deposit Insurance Fund (hereinafter — 
the Fund), by the decision No 131 dated 27 November 2014 introduced a temporary administration in BG 
Bank and appointed an authorized person of the Fund for the temporary administration for a period of 
3 months, beginning from 28 November 2014 to 27 February 2015. As of 28 November 2014 on account in 
BG Bank there were cash balances obtained from the EIB Loan in amount of 13 305 425 Euro. 

The Ministry of Finance of Ukraine by the letter dated 28 November 2014 appealed to the Fund, where it is 
stated that on the accounts of PJSC BG Bank there are funds that were received within the Financial 
Agreement “European roads of Ukraine II” and asked the Fund, in order to prevent the possible loss of 
budget funds and to avoid complications with international financial organizations on further cooperation, to 
take appropriate measures regarding the obligations of PJSC BG Bank and the possibility to use the funds in 
full. The Fund by the letter in January 2015 informed the Ministry of Finance of Ukraine that under current 
legislation transactions to transfer funds from the accounts of legal entities in PJSC BG Bank are subject to 
the limitations and therefore the Fund is not able to satisfy the request of the Ministry of Finance of Ukraine. 

According to the NBU Resolution No 134 dated 26 February 2015, it was decided to revoke the banking li-
cense and liquidate PJSC BG Bank. According to Ukrainian law, by the executive directorate of the Fund the 
decision was made No43 dated 27 February 2015 to open the procedure of liquidation of PJSC BG Bank 
and the authorized person of the Fund was appointed for the liquidation of the bank for a period of one year 
from 27 February 2015 to 26 February 2016. 

To prevent loss of funds in PJSC BG Bank in amount of 13 305 425 Euro, the Ministry of Finance of Ukraine 
and Ukravtodor (hereinafter together — Creditor) on 30 March 2015, pursuant to applicable law filed a joint 
statement on recognition of monetary claims of the creditor to the authorized person of the Fund for the liqui-
dation of PJSC BG Bank. In the statement the Ministry of Finance of Ukraine together with Ukravtodor asked 
the Fund to recognize them the Creditor of PJSC BG Bank totalling 13 305 425 Euro and to transfer these 
funds to the opened with the Ministry of Finance of Ukraine for Project Servicing settlement account in JSC 
Ukreximbank. 

To prevent possible loss of budget funds in the account in PJSC BG Bank, and for continuous monitoring of 
the process, the Ministry of Finance of Ukraine held a number of meetings with representatives of the Secu-
rity Service of Ukraine, PJSC BG Bank, the EIB and the Fund. At the date of issue of the Special Financial 
Statements cash related to the Project were not returned, the liquidation proceedings of PJSC BG Bank is 
still in place. As expected, in the case of failure to return cash of the Project to PJSC BG Bank, the Ministry 
of Finance may approve the decision on the inclusion in the draft State Budget of Ukraine for 2016 respec-
tive expenditures to finance the project costs that would have been paid from the blocked funds of PJSC BG 
Bank. 
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7. FINANCING OF CONSTRUCTION WORKS FROM THE STATE BUDGET 

Under the terms of the Loan Agreement Ukravtodor pays any taxes that may arise in connection with the 
implementation of the Project. 

In 2015, the Contractors were paid 9 072 460 EUR from the State Budget. 

Construction works are financed from the State Budget of Ukraine: 

Construction 
expenditures 

Contract 
No 1(1) 

Contract 
No 2(1) 

Contract 
№3(1) 

Contract 
No 4(1) 

Contract 
No 1(2) 

Contract 
No 2(2) 

Total for 
2015 

VAT paid 822 370 1 334 105 882 067 2 597 764 1 622 719 1 813 434 9 072 460 
Total paid in 
2015: 

822 370 1 334 105 882 067 2 597 764 1 622 719 1 813 434 9 072 460 

Total paid for 
the entire pe-
riod of the 
Project reali-
zation: 

22 431 064 33 300 693 7 370 019 2 597 764 5 711 391 1 813 434 73 224 366 

8. SUBSEQUENT EVENTS 

Ministry of Finance of Ukraine has come to the decision to include the respective expenditures on financing 
of the Project’s costs that that would have been paid from out of the blocked funds of PJSC BG Bank to the 
State Budget of Ukraine for 2016 (article 12 paragraph 3) 


