
The organization structure for the logistics centre we envisage is a Public Private Partnership, but the roles 
and responsibilities of each party need to be clearly defined; the public partner sets policy and is the 
regulator and the private partner is the manager/operator. This is a critical feature as it is highly unlikely to 
attract private sector support if the management/operation of the facility were to be done "jointly" with 
government.

Logistics centre organization - a private operator/manager

The European Union’s TRACECA Programme

International Logistics Centres/ 

Nodes Network in Central AsiaThe type of business model we propose would establish the government as the regulator, to set policy and 
to grant a concession to a private sector organization for operating and managing the logistics centre. This 
concession would be awarded based on a transparent bidding process, where candidate companies would 
present their qualifications and each would make an offer to the government representing a portion of the 
total construction cost of the facility. The government would develop a set of strict criteria with which to 
evaluate the various bids by companies with scores based on experience, quality of management, turnover, 
and the amount of money offered for payment for the construction cost. The winning bidder would then be 
granted the management concession for a given period of time.

Our financial analysis shows clearly that the financial returns to the private sector can be quite attractive 
using this proposed business model. For example, for the construction the Navoi logistics centre, if the 
government were to invest $5.0 million, an additional amount of $1.7 million from a bank loan plus the 
remaining $1.7 million from the private sector, the FIRR for the private sector would be nearly 27%.
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Environmental Evaluation

The overall finding of the Project Environmental Impact Assessment (PEIA) is that the Project will not cause 
significant environmental problems and that any potentially adverse impacts are manageable through the 
relevant implementation of the well developed Environmental Measurement and Monitoring Plan (EMMP).
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The cargo centre already constructed (financed by the Uzbekistan Government) represents the first stage in 
developing the logistics centre. We have evaluated the existing cargo centre capacity and recommended an 
additional facility to accommodate the total cargo traffic after the capacity of the existing facility is exceeded. 
For the purpose of our evaluation, we have assumed that production at the FEZ will begin during 2011 and 
that the capacity of the existing cargo facility will be exceeded in 2012.

The following is a summary of likely traffic that would be handled through the proposed facility.

Traffic Forecasts

Located in the centre of Uzbekistan at the crossroads 
of international "North-South" and "East-West" land 
and air corridors, the airport of Navoi represents the 
ideal regional centre for management of the 
international goods flows, and thus for development 
of an international logistics centre. As Navoi 
international airport is now managed by a private 
company, Korean Air Lines, and is now operating a 
cargo centre at the facility, there is strong potential 
for future private sector investment and participation 
in the proposed logistic centre. A Free Industrial 
Economic Zone (FIEZ) is also being developed by the 
Government about 4 km from the Navoi airport. Many 
joint venture companies have already begun 
construction and production should begin later this 
year.
Since late 2008 Korean Air Lines has used Navoi as a hub for their air cargo flights between Seoul and 
Europe. Korean Air Lines is the world's largest cargo carrier. There have been Korean - Navoi - Milan flights 
since 2008, but since August 2010 the frequency has been increased to 3 times weekly round trip. Other 
cities connected to Navoi include Delhi, Bangkok, Mumbai, Moscow, Brussels, Dubai and Almaty.

Within 2000 km of Navoi there are 7 national 
capitals and a population of 100 million people.
Korean Air Lines has leased A300-600F freighters to 
Uzbekistan Airways to provide regional "feeder" 
services linking South East Asia with Navoi, 
interchanging cargo with the Seoul - Europe flights.
From South East Asia to Europe via Navoi is 1000 
km shorter than via Dubai, saving 1.5 hours flying 
time and 15 tons of fuel per flight. The proposed 
logistics centre, in the form of using the existing 
cargo facility plus additional capacity, will make this 
handling of air cargo more efficient and encourage 
the movement of import/export traffic between 
Navoi airport and regional centres (eg Tashkent and Almaty) as well as improving the transport efficiency of 
cargo moved to and from the nearby Free Economic Zone.

Navoi international logistics centre

Average Annual Traffic2011Navoi logistics centre 
(Traffic Tons pa)

Traffic
Baseline

2015 2016 2017 Years
16-20

Years Years
11-156-10

670405a. Existing traffic (inc. Afganistan-NATO traffic) 234727 363999 411319 464790 584957 670645
b. Containerised traffic 6092 9447 10675 12063 15181 17405 17405

353960 510727 510727c. FIEZ Traffic 245312 277202 313239 445472
830813 1045610 1198777 1198777Total Traffic 486131 650648 735232

Project Costs and Benefits

The size of the area for Phase 2 of the proposed logistics centre is 2 hectares as determined by projected 
traffic levels five years after the base year of our study. Projected economic savings reflect benefits to the 
economy of establishing the logistics centre and include the savings in transport costs and travel time, as 
well as delay time in terminals. Other quantifiable benefits can include road maintenance savings and 
accident cost savings, though these benefits are often difficult to quantify due to lack of specific information.

Financial benefits reflect potential income to the owner/operator of the logistics centre facility, primarily in 
terms of storage and handling costs for cargo that would be moved through the facility.

Project costs are composed primarily of capital costs of construction, equipment costs and operating costs. 
Capital costs of construction and equipment have been estimated to be $8.34 million and operating costs of 
about $0.80 million in the base year, increasing with traffic. Consistent with the practice of other IFIs in the 
region (ADB) we applied a standard conversion factor to financial costs of 0.85 to estimate economic costs.

-Mi
Scenario EIRREconomic and financial evaluation results

The table to the right summarizes the results of the economic 
evaluation. It can be seen that the project has strong 
economic results, even when subjected to sensitivity tests.

WC-

Base Case

Transport Cost Savings-20% 16.35%

Capital costs +20%

26.33%

Study Purpose

The purpose of this study was to evaluate the 
feasibility for the additional capacity required for 
handling cargo at Navoi airport. In essence, we have 
prepared traffic forecasts, estimated the size of the 
logistics centre required to handle this traffic, prepare 
preliminary design and environmental evaluation of 
the facility and developed economic and financial 
feasibility studies. An important element of our 
evaluation is to determine the extent to which the 
project would be attractive to potential private sector 
investors; i.e. to determine whether it is a bankable 
project. With respect to the costs already incurred for 
the construction of the existing cargo terminal, these 
we have considered as sunk costs and are not 
included in our evaluation.

18.16%The acceptable level of the financial results, primarily the FIRR 
will, depend largely on the perceived risk by the investor, as 
well as the extent of any guarantees the government is willing 
to grant. In our experience during previous studies as well as a 
limited survey of potential investors in Central Asia logistics 
centres, we have determined that at least a 20% FIRR is the 
minimum acceptable level.

Financial results shown below indicate that considering 100% 
of the investment cost results are below the level of 
acceptability by the private sector. With some capital funding 
support, however, results indicate that Navoi could be a 
bankable project from the perspective of a potential private 
investor. Results below show that if the private sector invested 
20% of the total project cost, with the remainder of the 
project's capital cost provided from either the government or 
IFIs in the form of a loan to the government or a grant, the 
FIRR would be 26.9% - an acceptable result. The table to the 
right highlights significant results of the financial evaluation.

Scenario FIRR

100% of capital costs 

10% of capital costs 

20% of capital costs 

30% of capital costs

11.50%
39.88%
26.94%
20.86%

Navoi Logistics Centre

■ Av Forecast
I raffic pa (over 
20yrs)

■ AvLC Traffic pa 
(over 20 yrs)



strict criteria with which to evaluate the various bids by companies with scores based on experience, quality 
of management, turnover, and the amount of money offered for payment for the construction cost. The 
winning bidder would then be granted the management concession for a given period of time.

Our financial analysis shows clearly that the financial returns to the private sector can be quite attractive 
using this proposed business model. For example, for the construction the Turkmenbashi logistics centre, if 
the government were to invest $31.0 million, an additional amount of $10.3 million from a bank loan plus 
the remaining $10.3 million from the private sector, the FIRR for the private sector would be over 20%.
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Environmental evaluation

The overall finding of the Project Environmental Impact Assessment (PEIA) is that the Project will not cause 
significant environmental problems and that any potentially adverse impacts are manageable through the 
relevant implementation of the well developed Environmental Measurement and Monitoring Plan (EMMP).

Republic of Kazakhstan 

Kyrgyz Republic 

Republic of Tajikistan 

Republic of Uzbekistan and 

Republic of Turkmenistan

★
★

★
★

Summary of the feasibility study 

for the proposed logistics centre atTRHCECflTRANSPORT CORR10OR EUROPE CAUCASUS ASIA

★

★

★ A ★* ★ ★ ^

Port of Turkmenbashi
Further information

For further information please contact:

Thomas L Kennedy, Team Leader 
E-mail: tomlkennedy@cs.com 

20a Kazybek bi str. - 4th fl. Office 409 
Almaty 050010, Kazakhstan 

Tel / Fax; +7 (727) 29189 70
This project is funded 

by the European Union
The views expressed in this publication do not necessarily reflect the views of the European Commission. and implemented by

IRDP'

ЁЖITALFERRSAFEGE ^
Consulting Ettgtnern

К INA INDUSTFJY
HUNOMUMMıdlU»

mailto:tomlkennedy@cs.com


savings and accident cost savings, though these benefits are often difficult to quantify due to lack of specific 
information.

Financial benefits reflect potential income to the owner/operator of the logistics centre facility, primarily in 
terms of storage and handling costs for cargo that would be moved through the facility.

Project costs are composed primarily of capital costs of construction, equipment costs and operating costs. 
Capital costs of construction and equipment have been estimated to be $51.7 million and operating costs of 
about $1.9 million in the base year, increasing with traffic. Consistent with the practice of other IFIs in the 
region (ADB) we applied a standard conversion factor to financial costs of 0.85 to estimate economic costs.

TURKMENBASHI PORT - STRONG PORT REDEVELOPMENT

The Port of Turkmenbashi enjoys 
a very important and strategic 
location on the Caspian Sea.
Turkmenbashi is an important 
gateway to Central Asia and an 
import and export centre for a 
variety of products. The port's 
cargo ferry terminal and port 
facility are currently scheduled 
for massive investment and 
development. Located within the 
central part of the TRACECA 
project that connects Central 
Asia and Europe by rail, road and seaport, the current investment and development is planned to establish 
the Port of Turkmenbashi as the best logistics port in the Caspian region.

Study Purpose

The purpose of our study is to evaluate the overall feasibility for the construction of the Turkmenbashi 
logistics centre. In essence, we have prepared traffic forecasts, estimated the size of the logistics centre 
required to handle this traffic, preparation of preliminary designs and environmental evaluation of the facility 
and developed economic and financial feasibility studies of constructing the logistics centre. An important 
element of our evaluation is to determine the extent to which the project would be attractive to potential 
private sector investors, that is to determine whether it is a bankable project.

Traffic forecasts

The logistics centre will be a gateway for international export, import and transit container cargo, and will 
also store and process consumable goods necessary for local people in and around Turkmenbashi. The 
following is a summary of projected traffic that would be handled through the proposed facility:

Economic and financial evaluation results

The following table summarizes the results of the economic 
evaluation. It can be seen that the project has strong 
economic results, even when subjected to sensitivity tests.

Scenario EIRR

32.90%Base Case

Transport Cost Savings -20% 28.32%

32.38%Capital costs +20%
The acceptable level of the financial results, primarily the FIRR 
will, depend largely on the perceived risk by the investor, as 
well as the extent of any guarantees the government is willing 
to grant. In our experience during previous studies as well as a 
limited survey of potential investors in Central Asia logistics 
centres, we have determined that at least a 20% FIRR is the 
minimum acceptable level.

Financial results shown below indicate that, considering 100% 
of the investment cost, results are below the level of 
acceptability by the private sector. With some capital funding 
support, however, results indicate that Turkmenbashi could be 
a "bankable" project from the perspective of a potential 
private investor. Results in the table to the right show that if 
the private sector invested 20% of the total project cost, with 
the remainder of the project's capital cost provided from either 
the government or IFIs in the form of a loan to the 
government or a grant, the FIRR would be 20.86% - an 
acceptable result.

Scenario FIRR

100% of capital costs 9.95%

10% of capital costs 28.63%

20% of capital costs 20.86%

30% of capital costs 16.68%

$20,000,000

$15,000,000

$10,000,000

$5,000,000Turkmenbashi 2010 Average Annual TrafficLogistics Centre 
(Traffic Tons pa)

Traffic
Baseline $02015 20172016 years 6-10 years 11-15 Years 16-20

FNPVPrivate
Investment

a. Existing traffic 
(inc.
Crossing)

Border 1,808,000 1,269,582 1,831,128 2,441,503 3,616,355 3,731,222 3,731,222

b. Containerised 
traffic 48,330 73,245 97,660 144,664 148,529 148,529

Logistics centre organization - a private operator/manager

The organization structure for the logistics centre we envisage is a Public Private Partnership, but the roles 
and responsibilities of each party need to be clearly defined. The public partner sets policy and is the 
regulator and the private partner is the manager/operator. This is a critical feature as it is highly unlikely to 
attract private sector support if the management/operation of the facility were to be done "jointly" with 
government.

The type of business model we propose 
would establish the government as the 
regulator, to set policy and to grant a 
concession to a private sector 
organization for operating and 
managing the logistics centre. This 
concession would be awarded based on 
a transparent bidding process, where 
candidate companies would present 
their qualifications and each would 
make an offer to the government 
representing a portion of the total 
construction cost of the facility. The 
government would develop a set of

Total Traffic 1,808,000 1,317,912 1,909,373 2,539,164 3,761,009 3,861,750 3,861,750

The reason for the apparent decline in 
traffic in 2015 reflects the opening year of 
the logistics centre and the assumption that 
less than 100% of the potential traffic will 
be realized in the first year. We have 
assumed that in 2015, 50% of the potential 
traffic will be handled at the logistics centre; 
this increases to 75% by 2016 with 100% 
by 2017.

Turkmenbashi

Project costs and benefits

The area of the proposed logistics centre is 18 hectares on land to be reclaimed from the Caspian Sea as 
part of the redevelopment plan of the port of Turkmenbashi. Projected economic benefits reflect gains to the 
economy resulting from establishing the logistics centre, and include the savings in transport costs and 
travel time, as well as delay time in terminals. Other quantifiable benefits can include road maintenance



The organisation structure we envisage is a Public Private Partnership, but the roles and responsibilities of 
each party need to be clearly defined; the public partner sets policy and is the regulator and the private 
partner is the manager/operator. This is a critical feature as it is highly unlikely to attract private sector 
support if the management/operation of the facility were to be done "jointly" with government.

The type of business model we propose would establish the government as the regulator, to set policy and 
to grant a concession to a private sector organisation for operating and managing the logistics centre. This 
concession would be awarded based on a transparent bidding process, where candidate companies would 
present their qualifications and each would make an offer to the government representing a portion of the 
total construction cost of the facility. The government would develop a set of strict criteria within which to 
evaluate the various bids by companies with the scores based on experience, quality of management, 
turnover, and the amount of money offered for payment for the construction cost. The winning bidder would 
then be granted the management concession for a given period of time.

Our financial analysis shows clearly that the financial returns to the private sector can be quite attractive 
using this proposed business model. For example, for the construction the Osh logistics centre, if the 
government were to invest $5,232 million, an additional amount of $1,744 million from a bank loan plus the 
remaining $1,744 million from the private sector, the FIRR for the private sector of 22.92%.

Logistics centre organisation - a private operator/manager

The European Union’s TRACECA Programme

International Logistics Centres/ 

Nodes Network in Central Asia
Environmental Evaluation

The overall finding of the Project Environmental Impact Assessment (PEIA) is that the Project will not cause 
significant environmental problems and that any potentially adverse impacts are manageable through the 
relevant implementation of the well developed Environmental Measurement and Monitoring Plan (EMMP). Development of logistic 
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Economic benefits reflect gains to the economy of establishing the logistics centre, and include the savings 
in transport costs and travel time, as well as the delay time at the terminals. Other quantifiable benefits can 
include road maintenance savings and accident cost savings, though these benefits are often difficult to 
quantify due to lack of specific information.

The size of the area for the proposed logistics centre is 3 hectares and the Osh logistic centre will be 
positioned close to the city, the airport and the Uzbekistan border crossing, with direct rail and main road 
access to the site.

The financial benefits reflect the potential income to the owner/operator of the logistics centre facility, 
primarily in terms of storage and handling costs for cargo that would be moved through the facility.

Project costs are composed primarily of capital costs of construction, equipment costs and operating costs. 
Capital costs of construction and equipment have been estimated to be $7.36 million with operating costs of 
about $737,163 in the first year of operations, increasing with traffic. Consistent with the practice of other 
IFI's in the region (ADB) we applied a standard conversion factor to financial costs of 0.85 to estimate 
economic costs.

Project costs and benefitsOSH - A STRATEGIC LOCATION

Osh has the potential to play a major role in future road and rail transport corridors. The EU funded a 
technical study on the construction of a rail line linking the Fergana Valley, Bishkek and Kashgar in PRC. A 
tri—partite commission at ministerial level and working groups have been established in Uzbekistan, 
Kyrgyzstan and PRC and have prepared project cooperation agreements for this corridor. The PRC 
Government has completed a feasibility study and preliminary design for its part of this proposed rail link. 
ADB also assisted in coordinating efforts in preparing the railway development and to supplement technical 
studies and consider financing options and institutional arrangements. The cost was found to be quite high 
for this rail link (in excess of $3 billion) and rates of return below acceptable levels. The ADB was convinced 
that in spite of the marginal results found for railway construction, that improvements to the existing road 
would promote economic growth and poverty reduction in the region, and therefore initiated major 
improvements ($43 million) on the Osh - Sary Tash - Irkeshtam road, which comprises part of the transport 
corridor linking the Kyrgyzstan, PRC and Uzbekistan . This improved road is designed to promote intermodal 
transport between Uzbekistan and western China with containers moving by rail from Uzbekistan, off-loaded 
to road in Osh, moved to Kashgar where they will be loaded back onto rail wagons. .

Study purpose

The purpose of our study is to evaluate the overall 
feasibility for the construction of the Osh logistics 
centre. We have prepared traffic forecasts, estimated 
the size of the logistics centre required to handle this 
traffic, generated preliminary designs and 
environmental evaluation of the facility and developed 
economic and financial feasibility studies of the 
project. An important element of our evaluation is to 
determine the extent to which the project would be 
attractive to potential private sector investors, that is 
to determine whether it is a bankable project.

The Osh logistics centre will provide a modern 
logistics terminal, initially for single-modal truck delivery, but subsequently allowing multi-modal shipment by 
both truck and rail, and multi-functionality such as trans-shipment, storage and processing goods for general 
container cargo.

Economic and financial evaluation results

The table to the right summarises the results of the economic evaluation. It can be seen that the project has 
strong economic results, even when subjected to sensitivity tests.

The acceptable level of the financial results, primarily the 
FIRR will, depend largely on the risk perceived by the 
investor, as well as the extent of any guarantees the 
government is willing to grant. In our experience during 
previous studies as well as a limited survey of potential 
investors in Central Asia logistics centres, we have 
determined that at least a 20% FIRR is the minimum 
acceptable level.

Financial results shown in the table below indicate that considering 100% of the investment cost results are 
below the level of acceptability by the private sector. With some capital funding support, however, results 
indicate that Osh could be a "bankable" project from the perspective of a potential private investor.

EIRR ENPV (million)Scenario

$15.0423.72%Base case

$10.35Transport savings - 20% 16.82%

$14.8723.07%Capital costs +20%

PI:FNPV ratioPrivate investment (PI) FIRR FNPVScenarioTraffic forecasts

The logistics centre will be a gateway for international export, import and transit container cargo, and will 
also store and process consumable goods necessary for local people in Osh and the Osh Oblast or region.

The following is a summary of projected traffic that would be handled through the proposed facility 
throughout the evaluation period.

$4,966,885$0 0.00%5.70%100% of capital costs

$2,531,635 34.44%$871,996 22.76%10% of capital costs
$4,275,606 40.79%$1,743,992 22.92%20% of capital costs

2012 (OpOsh Logistics Centre • 
Traffic Tons pa

2013 2014 2015 2016 Average Annual Traffic The private investment and FNPV projections show that if the private sector invested 20% of the total 
project cost the FIRR would be 22.92% which is an acceptable result.Yr 1) Years 6-10 Years 11-15 Years 16-20

Actual/Forecast T raffle 425,920 411,621 415,073 420,898 478,245 502,640426,297 442,550 —$4,500,000 
$4,000,000 
$3,500,000 Y~
$3,000,000 ■■
$2,500,000 - '
$2,000,000 ] ‘ I
$1,500,000 V I I- I
$1,000,000 t-

$500,000 -'Tj

■ Private 
Investment (PI)Containerized traffic 188,098105,203 141,810 165,476 212,539 296,560 357,886 376,142

New Road Traffle 0 0 0 0 1,648,645 1,732,7420 320,000
FNPV

Tot Forecast Traffic 531,123 553,431 580,549 608,996 1,059,111 2,484,776 2,611,524638,836
LC Tons 215,700319,440 322,451 325,170 329,656 346,565 238,325333,898
LC Containerized traffic 57,862 80,484 94,472 107,516 393,122121,520 169,739 340,948
New Road Traffle 0 2,165,9280 0 0 0 400,000 412,161

Total LC Traffic 2,774,750377,302 402,935 419,643 437,172 991,434855,418 928,465 '$0
10% of 
Capital 
Costs

20% of 
Capital 
Costs

1 Report and Recommendation of the President to the Board of Directors on a Proposed Loan and Technical Assistance Grant to the 
Kyrgyz Republic for the Southern Transport Corridor Road Rehabiliation Project; October 2004.
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The type of business model we propose would establish the government as the regulator, to set policy and 
to grant a concession to a private sector organization for operating and managing the logistics centre. This 
concession would be awarded based on a transparent bidding process, where candidate companies would 
present their qualifications and each would make an offer to the government representing a portion of the 
total construction cost of the facility. The government would develop a set of strict criteria with which to 
evaluate the various bids by companies with scores based on experience, quality of management, turnover, 
and the amount of money offered for payment for the construction cost. The winning bidder would then be 
granted the management concession for a given period of time.

Our financial analysis shows clearly that the financial returns to the private sector can be quite attractive 
using this proposed business model. For example, for the construction the Nizhny Pyanj logistics centre, if 
the government were to invest $5.5 million, an additional amount of $1.8 million from a bank loan plus the 
remaining $1.8 million from the private sector, the FIRR for the private sector would be nearly 20%.
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Economic benefits reflect gains to the economy of establishing the logistics centre and include the savings in 
transport costs and travel time, as well as delay time in terminals. Other quantifiable benefits can include 
road maintenance savings and accident cost savings, though these benefits are often difficult to quantify due 
to lack of specific information.

Financial benefits reflect potential income to the owner/operator of the logistics centre facility, primarily in 
terms of storage and handling charges for cargo that would be moved through the facility as well as rental 
income from ancillary facilities.

Project Costs and BenefitsNizhny Pyanj - a Critical Location

Tajikistan shares a 1,300 kilometre border with Afghanistan, 
demarcated primarily by the Pyanj River, with Tajikistan territory 
on the northern bank, and Afghanistan on the southern. The 
Nizhny Pyanj border crossing is Tajikistan's most important with 
regard to number of vehicles and tonnage moved over the 
border. This location has become even more strategic with the 
construction of the bridge linking these two countries by the 
American government in 2007. This is an important route for 
moving critical supplies for NATO forces in Afghanistan and will 
be an important artery to supply Afghanistan during the 
rebuilding process following cessation of hostilities.

In addition, a Free Economic Zone (FEZ) is currently under 
development, and is adjacent to the border zone Our proposed 
logistics centre will be located within the FEZ and will serve both 
as a catalyst to generate more traffic in the future as well as 
reduce the cost and time required to move existing traffic over 
this critical border area.

Project costs are composed primarily of capital costs of construction, equipment costs and operating costs. 
Capital costs of construction and equipment have been estimated to be $9.2 million, and operating costs of 
about $791,000 in the base year. Consistent with the practice of other IFIs in the region (ADB) we applied a 
standard conversion factor to financial costs of 0.85 to 
estimate economic costs. Scenario EIRR

Economic and Financial Evaluation Results

The table to the right summarizes the results of the economic 
evaluation. It can be seen that the project has strong 
economic results, even when subjected to sensitivity tests.

26.15%Base case
Transport cost savings - 23.12%
20%

Capital costs +20%
21.32%

Study Purpose

The purpose of this study is to evaluate the overall feasibility for the construction of the Nizhny Pyanj 
logistics centre. In essence, we have prepared traffic forecasts, estimated the size of the logistics centre 
required to handle this traffic, generated preliminary designs and environmental evaluation of the facility and 
developed economic and financial feasibility studies of the project. An important element of our evaluation is 
to determine the extent to which the project would be attractive to potential private sector investors - to 
determine whether it is a bankable project.

The Nizhniy Pyanj logistics centre will provide a modern logistics terminal, initially for single-modal truck 
delivery, but eventually allowing multi-modal shipment by truck and rail, and multi-functions such as trans
shipment, storage and processing goods for general container cargo.

The acceptable level of the financial results, primarily the FIRR 
will, depend largely on the perceived risk by the investor, as 
well as the extent of any guarantees the government is willing 
to grant. In our experience during previous studies as well as a 
limited survey of potential investors in Central Asia logistics 
centres, we have determined that at least a 20% FIRR is the 
minimum acceptable level.

Financial results shown in the table to the right indicate that 
considering 100% of the investment cost results are below the 
level of acceptability by the private sector. With some capital 
funding support, however, results indicate that Nizhny Pyanj 
could be a "bankable" project from the perspective of a 
potential private investor. Results below show that if the 
private sector invested 20% of the total project cost, the FIRR 
would be 19.73%; an acceptable result. The following table 
highlights significant results of the financial evaluation.

FIRRScenario

3.45%100% of capital costs 

10% of capital costs 

20% of capital costs 

30% of capital costs

41.21%
29.94%
24.17%

Traffic Forecasts $6,000,000
$4,000,000
$2,000,000

Nizhniy Pyanj 
Logistics centre 
(Traffic Tons pa)

Average Annual TrafficCurrent
Traffic

Baseline
Years 6- Years 11- Years 16- $0

2012 2013 2015 10 15 20 Private Investment
a. Existing traffic (inc. Border Crossing) 887,445 (PI)354,175 180,629 361,259 467,024 769,125 887,445
b. Containerised traffic 26,899 26,89910,950 14,156 23,313

c. SEZ/FEZ/Free Port Generated Traffic 69,592 325,273 395,631 395,631 LOGISTICS CENTRE ORGANIZATION - A PRIVATE OPERATOR/MANAGER

The organization structure we 
envisage is a Public Private 
Partnership, but the roles and 
responsibilities of each party 
need to be clearly defined; the 
public partner sets policy and 
is the regulator and the private 
partner
manager/operator. This is a 
critical feature as it is highly 
unlikely to attract private 
sector support if the 
anagement/operation of the 
facility were to be done 
"jointly" with government.

Total Traffic (tons pa) 354,175 180,629 372,209 686,205 992,973 1,309,974 1,309,974

Nizhniy Pyanj
The logistics centre will be a gateway for international 
export, import and transit container cargo, and will also 
store and process consumable goods necessary for local 
people in the Khatlon region. The following is a 
summary of projected traffic that would be handled 
through the proposed facility. theis

(over 20

1 Based on 6 months' data in 2009, annualized, 17,848 vehicles and 343,440 ton of goods were moved across the border



Investor Profile and Impact

The anticipated profile of the logistics centre investor is for an expert within the industry who, in addition to 
their investment, can bring additional value in terms of specialist expertise in management, financial, 
marketing, operations and additional resource and purchasing power.

For this purpose, we have applied a commercial impact factor from achieving a 20% investment from an 
expert in logistics. At this level of serious investment, we would expect a "hands-on investor" and as a result 
have applied a sales uplift of 5.0% and a reduction in operating costs of 5% to reflect these managerial 
efficiencies.

Logistics centre organization - a private operator/manager

The organization structure for the logistics centre we envisage is a Public Private Partnership, but the roles 
and responsibilities of each party need to be clearly defined; the public partner sets policy and is the 
regulator and the private partner is the manager/operator. This is a critical feature as it is highly unlikely to 
attract private sector support if the management/operation of the facility were to be done "jointly" with 
government.

The type of business model we propose would establish the government as the regulator, to set policy and 
to grant a concession to a private sector organization for operating and managing the logistics centre. This 
concession would be awarded based on a transparent bidding process, where candidate companies would 
present their qualifications and each would make an offer to the government representing a portion of the 
total construction cost of the facility. The government would develop a set of strict criteria with which to 
evaluate the various bids by companies with scores based on experience, quality of management, turnover, 
and the amount of money offered for payment for the construction cost. The winning bidder would then be 
granted the management concession for a given and agreed period of time.

The European Union’s TRACECA Programme

International Logistics Centres/ 

Nodes Network in Central Asia
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Republic of Turkmenistan

Environmental Evaluation

The overall finding of the Project Environmental Impact Assessment (PEIA) is that the Project will not cause 
significant environmental problems and that any potentially adverse impacts are manageable through the 
relevant implementation of the well developed Environmental Measurement and Monitoring Plan (EMMP).
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The Port of Aktau enjoys a very important and strategic location on the Caspian Sea, both in terms of trade 
and also with regards to the exploration, extraction and transportation of oil. Aktau is an important gateway 
to Central Asia and an import, export and transit centre for a variety of products. The port's cargo ferry 
terminal and port facility are currently scheduled for massive investment and development. Located on the 
TRACECA project that connects 
Central Asia and Europe by rail, 
road and seaport, the current 
port and SEZ investment and 
development is planned to 
establish the Port of Aktau as 
the key logistics port in the 
North Caspian region.

Project overview

Project Costs and Benefits

The area for the proposed logistics centre is 8 hectares and the Aktau logistics centre will be positioned 
within the Aktau SEZ (there are distinct 6 sub SEZ Zones), close to the port and with direct access to both 
road and rail infrastructure. Economic benefits include the savings in transport costs and waiting time, as 
well as an improvement in time spent at the port and customs clearance. Other quantifiable benefits can 
include road maintenance savings and accident cost savings, though these benefits are often difficult to 
quantify due to lack of specific information. In addition, the local benefits will include the creation of new 
jobs, jobs that will provide new and/or additional training and skills to the staff, increased disposable income 
for the local community and stimulation of the local trade and general economy.
The financial benefits reflect the potential income to the owner/operator of the logistics centre facility, 
primarily in terms of storage and handling costs for cargo that would be moved through the facility. 
Additional income could be from value added services provided by the logistics centre operator such as 
packaging, distribution, etc.
Project costs are composed primarily of capital costs of construction, equipment costs and operating costs. 
Capital costs of construction ($30.12 million build cost, $0.90 million land cost), plus equipment cost ($2.36 
million) has been estimated at $33.38 million with operating costs of about $2.99 million in the first year of 
operations, increasing with traffic. Consistent with the practice of other IFIs in the region (ADB) we applied a 
standard conversion factor to financial costs of 0.85 to estimate economic costs.

Study Purpose

The purpose of this study is to evaluate the overall feasibility for the construction of the Aktau logistics 
centre. We have prepared traffic forecasts, estimated the size of the logistics centre required to handle this 
traffic, prepared preliminary designs and environmental evaluation of the facility and developed economic 
and financial feasibility studies of constructing the logistics centre. An important element of our evaluation is 
to determine the extent to which the project would be attractive to potential private sector investors - that 
is to determine whether it is a "bankable" project.
The Aktau logistics centre will provide a modern multi modal facility and logistics terminal, enabling multi
functions and a turnkey customer service through trans-shipment, storage, processing of goods and a fast 
and efficient throughput of cargo. This study highlights an initially optimistic, but ultimately a realistic and 
achievable logistics centre performance of attracting, over the 20 year period, an average of 45 % of the 
total traffic relevant to the logistics centre area of operations and cargo, in other words no oil, steel or grain 
products.

Economic and Financial Evaluation Results

The table on the right summarises the results of the 
economic evaluation. It can be seen that the 
project has strong economic results, even when 
subjected to sensitivity tests.
The acceptable level of the financial results, 
primarily the FIRR will, depend largely on the 
perceived risk by the investor, as well as the extent 
of any guarantees the government is willing to grant. In our experience during previous studies as well as a 
limited survey of potential investors in Central Asia logistics centres, we have determined that at least a 20% 
FIRR is the minimum acceptable level.
Financial results shown below indicate that considering 100% of the investment cost results are below the 
level of acceptability by the private sector. With some capital funding support, however, results indicate that 
Aktau could be a "bankable" project from the perspective of a potential private investor. Results below show 
that if the private sector invested 20% of the total project cost, with the remainder of the project's capital 
cost provided from either the government or IFIs in the form of a loan to the government or a grant, the 
FIRR would be 21.08% - an acceptable result.

■нищаBase Case 25.63% $29,863,108

$13,815,366Transport Savings -20% 19.50%

Traffic Forecasts

The logistics centre will be a gateway for international export, import and transit container cargo, and will 
also store and process consumable goods necessary for the local people in and around Aktau and the 
Mangistau region. The following is a summary of projected traffic that would be handled through the 
proposed facility throughout the evaluation period.

$17,035,065Capital Costs +20% 19.69%

Average Annual Traffic
2012 

(Op Yr 1) 
971,581 
133,130 
240,123

2013 2014

977,572 986,717 994,841 1,001,839 1,022,133 1,092,144
217,500 391,500 609,000 739,500 948,107 1,060,874
283,811 328,906 377,353 429,360 604,623 728,096

210.000 1,081,923
1,478,883 1,707,123 1,981,194 2,170,699 2,784,863 3,963,036
615,691 622,815 628,045 632,506 645,184 688,351
119,625 215,325 334,950 406,725 521,459 424,349
103,536 120,294 138,088 157,180 221,676 291,238

63.000 324,577
838,852 958,433 1,101,084 1,196,411 1,331,243 1,728,516
56.72% 56.14% 55.58% 55.12% 47.80% 43.62%

2015 2016 Yrs 6-10 Yrs 11-15 Yrs 16-20 
1,147,854 
1,114,989 
765,236 

1,137,112 
4,165,191 
723,464 
445,995 
306,094 
341,134 

1,816,687 
43.62%

Actual/Forecast Traffic 
Containerised Traffic 
SEZ traffic 
TRACECA Route 
Total Forecast Traffic 
LC Core Business Tons 
LC Containerised Traffic 
LC SEZ Traffic 
TRACECA Traffic 
Total LC Traffic
LC Share of Total Projected Traffic

0 0 0 0 0
FNPV:PFIRR FNPVScenario Private

Investment (PI)
1,344,833
582,948
73,221
84,043

IM7

-$11,998,868 0.004.33%100% of Capital Costs

$3,338,196 0.00% 0.00%

$6,676,392 5.00% -5.00%

о о о о о
$1,439,16315.80%0% of Capital Costs 0.43740,213

55.04%
$5,435,19021.08% 0.8120% of Capital Costs

35.00% -rThe graph presents, over the 
first 10 operational years, the 
expected trend of increasing, 
containerisation both as a 
percentage within the total 
forecast traffic and as a 
percentage of the logistics 
centre traffic.

30.00% Я Private 
Investment 

—(PI) from

■ Containerize Traffic as % 
of Total Forecast Traffic

$7,000,000This graph presents the FNPV returns for 10% and 
20% private investment.
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