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Operation Description 

The operation was the first corporate senior local currency denominated debt to a municipally owned 

tram operator in the city of Pavlodar JSC “Pavlodar Tram Management Company” (the Company) to 

finance (1) the rehabilitation of tram infrastructure, partial replacement of the obsolete fleet with the 

new, modern, and energy efficient trams and (2) balance sheet restructuring (the Project).  

The facility, supported by undertakings under a Project Support Agreement from Pavlodar Oblast Akimat 

(hereinafter - PSA), was approved by the Board in December 2014.The facility consisted of a loan to the 

Company of up to KZT 2.46 billion extended for 13 years. The Project was co-financed by the Pavlodar 

Oblast Akimat and the state budget contribution under the Enhanced Partnership Framework 

Agreement (“EPFA”), signed between the Bank and the Government of Kazakhstan in May 2014. Co-

financing in the amount of up to KZT 1.5 billion was channelled to finance the capital expenditure 

components.  

The Project envisioned a pre-signing Technical Cooperation (TC) covering a feasibility study, which 

included technical, financial analysis of the Company activities and preparation of technical 

specifications for procurement of trams.  Post-signing TCs supported a Corporate Development 

Program (CDP) and assisted with implementation of the Project via Project Implementation Support 

(PIU). In addition, the TC package included the support in preparation of Public Transport Strategy for 

the city of Pavlodar (PTS).   

                                                                        
1  As required by Section IV paragraph 1.4.8 of EBRD’s Directive on Access to Information (2019), the Bank shall 

disclose information (excluding Confidential information) contained in Operational Performance Assessment 
(OPA) reports for State Sector Projects selected for extended review, within 60 calendar days after completion 
of the relevant OPA report. 
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The Project’s primary objective was to improve the condition of the Company’s outdated tram fleet 

resulting in significant improvement of its operating and environmental performance, as well as 

improved safety standards.  

The operation enabled the Company to improve the quality of the public transport services in the City 

through implementation of the Priority Investment Programme (the “PIP”, “Investment Program”) and 

establish a proper regulatory framework in the City including introduction of a Public Service Contract 

(the “PSC”).  By implementing the embedded institutional components and financing the rehabilitation 

of tram infrastructure and partial replacement of the obsolete fleet with the new, modern, and energy 

efficient trams, the Company achieved significant improvements in operational and financial 

performance. 

Relevance 
The Project is consistent with the Bank’s Municipal and 

Environmental Sector Strategy and the Bank’s Country Strategy for 

Kazakhstan which were effective at the Project approval stage. The 

Project was a good fit with the Bank’s strategy for the sector, as it:  

(i)  supported decision-making at the local level to deliver market-

based and demand driven infrastructure;  

(ii)  focused on effective, affordable, customer-oriented services  

tied to regulatory and tariff reforms, restructuring and 

market-focused investment; and  

(iii) facilitated prioritisation of the City’s public transport mode 

and infrastructure that is efficient in terms of environmental, 

health and safety, social and low-carbon standards. 

The Bank’s financing of the Project resulted in the introduction of 

a proper regulatory framework between a public transport 

operator and the City through the introduction of the PSC. The 

Bank’s involvement assisted the City to develop a comprehensive 

PTS to facilitate sustainable development of the sector and 

contributed significantly towards improvement of governance 

standards at the Company level through a Corporate Development 

Program. This approach, together with the PIP implementation, 

which focused on the acquisition of a modern fleet and the 

modernisation of tramways, resulted in a better quality of tram 

services, higher operating and energy efficiency as well as higher 

health and safety standards in the Company. 

The proposed Project is part of the Bank’s strategic cooperation 

with the Government of Kazakhstan (GoK) under the EPFA, signed 

in May 2014, which covers, among other sectors, the development 

of the municipal infrastructure sector, including the public 

transport services. The GoK co-financed the investment program 

of the Project together with the Bank. 

To date, the Project serves as an example of an efficient co-

financing partnership between the GoK and the Bank in the 

municipal infrastructure sector. It demonstrates the way in which 

such an arrangement can facilitate the improvement of the quality 

and reliability of municipal services. 
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Design and structure  

The Project was designed to reflect the needs of the client, JSC 

Pavlodar Tram Management Company. It envisioned a 

comprehensive policy dialogue with the Akimat of Pavlodar for the 

introduction of PSC in the sector and the development of the 

Public Transport Strategy for Pavlodar in line with the industry best 

practice.  

In relation to PIP, it covered the most critical investment needs of 

the Company.  Namely, it needed to modernise its tram fleet after 

many years of underinvestment, operating an outdated fleet (only 

9 trams out of 108 have not worked out their useful life), as well as 

to modernise the tram infrastructure. At completion, all PIP 

components were fully completed without cost overruns or 

significant delays.  

Additionally, part of the loan was utilised to refinance the 

Company’s short-term loan from a local commercial bank, that was 

used to finance the acquisition of two trams in 2012.  

In turn, the introduction of PSCs in the public transport sector 

established the framework for the market/sector in line with EU 

standards. It also supported market functioning and efficiency by 

enabling the Akimat to apply more robust regulatory oversight of 

public transport operations and applied performance-based 

compensation, which sets the compensation levels based on pre-

defined service quality standards (KPIs).  

Moreover, the potential wider introduction of PSCs to other 

privately owned bus operators in the future may attract more 

private operators in the sector by guaranteeing revenue for the 

services provided. Also, long-term contracting makes the sector 

and the respective operators bankable, accordingly incentivizing 

and enabling them to make the required long-term investments in 

the rolling stock, thus improving commercialization of the public 

transport sector. However, this can be achieved once the level of 

trust between the private bus operators and the City is enhanced 

through transparent and well-balanced contract arrangements and 

robust monitoring.  

The Project, through TC, also supported the Akimat in developing 

an improved public transport strategy. The focus was on best-

practice public transport planning, including bus routes 

reorganisation and integrated ticketing system. The PTS is 

currently under the initial phase of implementation by the City 

(namely optimisation of bus routes and introduction of e-ticketing, 

prioritisation of electric transport was already implemented in 

accordance with the recommendations of PTS Consultants) and 
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the City aims to roll out some other suggestions from PTS going 

forward.  

Lastly, TC support focused on ‘Financial and Operational 

Performance Improvement and Corporate Development Support 

Programme’ was crucial for the Company.  With help of TC 

consultants, significant improvements in the Company’s operating, 

financial and environmental performance as well as its safety 

standards were achieved.  Based on the consultants’ 

recommendations, the Company adopted an action plan to 

improve its business processes and corporate governance and as 

of now, the majority of them has been fully implemented.  

The TIMS benchmarks and other indicators to monitor and 

measure the results Transition Impact were adequately developed. 

The majority of them have already been achieved. The remaining 

sector-wide Transition Impact objectives are unlikely to be fully 

achieved any time soon as it requires amendments to national 

legislation with the involvement of multiple institutions, 

transparent liaison between the authorities and private operators.  

The Team applied the lessons learned on previous public transport 

projects in the design of this Project, including provision of long-

term financing conditioned on introduction of long-term public 

service contracting in the sector and provision of a TC for the 

improvement of financial, operational and environmental 

performance. 

Additionality 

At approval, the following sources of EBRD additionality had been 

identified:  

 Financing terms: no private sector interest in financing 

public transport sector in Kazakhstan with long tenor and 

on a non-sovereign basis;  

 EBRD attributes: extensive knowledge of the public 

transport sector; dialogue with the authorities on the 

tariffs and sector reforms.   

 Conditionalities: EBRD-specific TI covenants such as tariff 

adjustment, application of EBRD‘s procurement rules and 

compliance with the Bank’s Performance Requirements; 

introduction of financial disclosure through IFRS audits, 

and environmental standards through ESAP 

implementation. 

The listed additionality factors have been substantially 

materialised. EBRD financing was highly additional. For this type of 

project the government and municipalities do not use commercial 

financing for various reasons, including: lack of appropriate 

expertise (including technical, environmental, etc.), lack of best 
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international procurement practices/requirements, and lack of 

long-term (more than 8 years) funding with sufficient tenor and 

grace period. EBRD brought extensive knowledge of developing 

urban transport projects in this region, together with the 

restructuring support of the Company’s operations as a part of 

CDP. It added significant value to the Project in terms of 

institutional development, skills transfer and commercialisation of 

contractual arrangement. 

The Project supported the Company through TC to improve 

financial and operational performance and thus sustainability; 

enforced the company standards in respect to project preparation, 

procurement, project implementation, and most importantly 

supported sector reform. Namely, from 2015 the Company 

submits annual audited financial statements in accordance with 

IFRS. Also, as required by the Bank, the Company has gradually 

increased the tariffs to meet the EBRD’s benchmarked levels. In 

parallel, the Project introduced the Public Service Contract and 

subsidy mechanism, which together with tariff adjustments 

provides a long-term sustainable debt service mechanism. The 

Company, as required by the Bank, also complies with the Bank’s 

Performance Requirements in relation to social and environmental 

aspects and with ESAP components,   

Without EBRD support through this transaction, public transport 

sector in Pavlodar would have remained underinvested, with weak 

service quality, and low environmental and safety standards. 

Effectiveness 
Achievement of intended outputs  

The Project’s transition impact potential was expected to derive 

from:  

(i) Institutions, laws and policies that promote market 
functioning and efficiency (Competitive).  
The Company was expected to achieve the following:  

a. the introduction of a PSC contract between the 
Company and the City;  

b. tariff increases;  

c. routes tendering according to a new routing 
scheme; and  

d. the adoption of a Public Transport Strategy.  

 
This would improve market functionality by:  

a. introducing new tendering procedures for private 
bus services;  

b. strengthening the city’s capacity in planning and 
ensuring a more efficient organisation of public 
transport service provision;  

c. developing a new routes network to reduce 
inefficiencies; and  
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d. developing an action plan for an integrated 
ticketing system. 
 

(ii) Setting standards for corporate governance, business 
conduct and energy efficiency improvements (Well-
governed).  
The Company was expected to:  

a. implement a Corporate Development Programme;  

b. develop and publish KPIs;  

c. develop and adopt a Corporate Business Plan;  

d. introduce a MIS; and  

e. reduce energy consumption and CO2 emissions. 

The Project facilitated the Company to shift its focus from keeping 

its assets at minimal working condition to a client-oriented and cost 

efficient service provider. In addition, it permitted transfer of 

planning and monitoring function to the City and the adjusted 

regulatory set-up currently promotes commercialisation of the 

relationship between the City and the Company by allocating risks 

and responsibilities between them in the most optimal way.  This 

demonstrates that a municipally owned transport company can be 

cost efficient and well managed.  

The Project, based on the recommendation of a CDP consultant 

allowed the Company to improve its governance standards and 

performance by introduction of: (i) efficient organisational 

structure, (ii) a new fleet management techniques to achieve a 

higher level of service, (iii)  the Management Information System 

(MIS) as well as set of the KPIs for management assessment. In 

relation to MIS, the Company implemented the recommendations 

to raising effectiveness of financial management, financial IT 

systems with a detailed description of functional parameters.  

The Project aimed to promote the Company's commercialisation 

via improving the Company's financials (1) internally, through tariff 

increases, cost adjustments, and a sustainable subsidy mechanism; 

and (2) externally, by strengthening the City's capacity through the 

development of a Public Transport Strategy that aimed to address 

key institutional challenges in the City’s public transport sector and 

to introduce route tendering according to a new routing scheme.  

In turn, the PSC established a contractual relationship between the 

City and the Company with identifiable rights and obligations; it 

also launched a transparent platform for management assessment. 

As of now, following the adoption of PSC, the Akimat and the 

Company are fully fulfilling their obligations (even despite COVID-

19 pandemic) and the subsidies are being regularly paid from 2017.  

Results  

The Project had the following operational objectives at approval: 
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1. Successful implementation of the Investment Program and 

achieving planned cost savings, including: 

o establishment of a PIU by the Company; 

o Project completion on time and on budget. All new 

trams in service; and 

o Annual reduction in energy consumption; and 

2. Environmental and Social Action Plan (ESAP) 

implementation. 

The Project Team considers both objectives as achieved.  

At completion, all 23 trams were delivered within the initially 

approved budget and are currently operating in Pavlodar. There 

were some delays with respect to the initial project timeline. This 

delay was not critical and the Project was completed without 

significant cost overruns.  

The Company created a dedicated, well-organised PIU team which 

primarily worked on the Bank’s project and related objectives. The 

PIU members had adequate capacity to interact with the Bank to 

smoothly manage the project implementation. At present, the PIU 

members have been integrated into the Company’s core staff and 

keep working with the Bank on the provision of regular reports 

basis as required by the Loan Agreement.  

The Company decreased CO2 emissions by 21% in the last 4 years. 

In 2015, it reported CO2 equivalent emissions of 489 tones 

whereas in 2019 it decreased to 387 tonnes primarily due to new 

energy-efficient trams, which replaced older trams.  

The Company’s environmental performance has also improved 

significantly, as confirmed by the review of the recent Annual 

Environmental and Social Report (AESR). The tram infrastructure 

refurbishment works were completed in 2020 without any health 

and safety incident. It keeps monitoring and addressing complaints 

from the tram passengers. Moreover, after replacement of the 

older trams with modern trams the safety standards also 

significantly improved. It has not reported any major accidents. 

Associated activities 

The Project envisioned promising modernisation works and 

extensive policy dialogue activities with local authorities to support 

project implementation and facilitate policy dialogue efforts of the 

Bank:   

 Project Implementation Support: The overall objective of 

this bank-lead TC was to facilitate the timely and effective 

implementation of the Project by providing project 

management support to the Company to co-ordinate, 

manage, monitor and evaluate all aspects of the Project. 
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This included project implementation and procurement, 

design in accordance with Kazakh construction norms and 

the requirements and preparation of technical 

specifications, as well as implementation of the ESAP. 

 Corporate Development Programme for the Company: 

This TC, which was led by the Company and the Bank, 

supported the Company in improving its commercial 

standing, service and performance by helping to identify 

and implement the necessary corporate, financial and 

operational improvements required to meet the related 

covenants included in the Bank’s finance documents.  The 

TC improved the Company’s knowledge and capacity.  It 

helped to shift the focus from the technicalities of service 

provision towards service quality and cost efficiency. 

 Development of Public Transport Strategy (PTS) for the 

City: The TC, which was led by the Bank and the Company, 

assisted the City to improve its capacity in managing 

market and service quality with preparation and 

deployment of new PTS that is line with new public 

transport planning approach. PTS provided the City with a 

new vision and set of tools to transform the public 

transport sector into an efficient and client-orientated 

sector.  . 

All TCs were additional and were complementary for delivering the 

Project with sustainable outcome. The first two TCs were an 

integral part of the Project and supported the Company to achieve 

the operational and business objectives. The PIS consultant helped 

to facilitate the implementation phase of the Project so as of now 

Investment Program is fully implemented without cost overruns. In 

turn, the CDP consultant assisted the Company with the 

reorganisation process, the purpose being to transform the 

Company into a more efficient and self-sustaining entity. The 

reorganisation envisioned activities such as the optimisation of the 

organisational structure, improvement of corporate governance 

standards and enhancement of operational performance including 

fleet management, marketing and financial management.  

TC for Public Transport Strategy for the City was responsible for 

the provision of urban transport services in the City. It was focused 

on improving general urban mobility in the City, predominantly in 

public transport services. The PTS consultants started their 

assignment in January 2017 and the final PTS report was submitted 

and approved during 3Q 2019. Akimat has already started 

implementing some of the recommendations provided by PTS 

consultants, namely optimisation of the route network, 

introduction of e-ticketing and others. It is expected that the City 
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will use the PTS in planning and development of the public 

transport system going forward. 

Efficiency 
EBRD Execution 

In general, the Bank - in cooperation with the Borrower - has 

managed the Project well.  

The Bank conducted all appropriate due diligence procedures 

including, environmental assessment and technical due diligence 

by an independent consultant.  Involvement of the Bank was 

crucial for the introduction of sector subsidies that the City 

initiated in 2017 and changing its attitude that the sector “is to be 

self-financing”.   

The Bank reacted quickly to the request of the Borrower to 

relocate some funds to the acquisition of trams component of PIP: 

the tender for procurement of the GPS component was conducted 

and the actual price proposed by suppliers was lower than initially 

forecasted. The excess amount was transferred to the tram 

acquisition component.  GPS navigation equipment has been 

properly procured, installed and currently is used in all trams. 

The Bank was instrumental in assisting the Company to grow and 

transform.  

The Bank will keep working closely with the Government of 

Kazakhstan, Akimat of Pavlodar and the other regions throughout 

Kazakhstan to implement the institutional components targeted to 

be achieved under this Project.   

Sustainability  

The Project achieved its intended results: the Company 

modernised the tram fleet, which serve the key routes and tram 

infrastructure. It currently holds a 40% market share. Following 

Project completion, the Company was transformed into an entity 

to deliver sustainable energy-efficient passengers transportation 

services. 

To date the achieved transition results are considered as 

sustainable as the Company and the City are demonstrating their 

intention to maintain the current momentum where the renewed 

mechanism of relationship between the Company and the City is 

clearly working. To date, the current subsidy mechanism under PSC 

has demonstrated its effectiveness: the Company has viable 

financial and operational resources to service its debt and continue 

modernising its fleet and related infrastructure.  

In terms of corporate restructuring, the Company has implemented 

most recommendations provided by CDP consultant and as of 

now, all of the measures have demonstrated the intended positive 

impact. 
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Implementation 

Summary 

At a time of the project approval, the operation intended to enable 

the Company to improve the quality of public transport services in 

Pavlodar through implementing the Priority Investment 

Programme (the “PIP”) and establishing a proper regulatory 

framework in the City including the introduction of a Public Service 

Contract (the “PSC”).  

The intended results have substantially materialised. The operation 

enabled the Company and the City to rehabilitate the municipal 

transport through the modernisation of the City’s tram fleet and 

selected tram infrastructure. The operation helped the Company 

to improve the quality of the tram services and to establish an 

improved regulatory framework through the implementation of a 

Public Service Contract between the City and the Company.  

The Priority Investment Program financed under the project 

included the following: (i) the procurement of 23 new units of 

modern energy efficient trams, (ii) the rehabilitation of the selected 

tramway infrastructure, and (iii) the procurement of GPS 

equipment.  

As a part of the Transition Impact, the project reformed the city’s 

tram services via the introduction of a Public Service Contract (the 

“PSC”) between the Company, as the service provider, and the City, 

as the service customer. It focused on the commercialisation and 

transparency of relationship between the City and the Company 

and facilitated the enhanced service planning at the city level. The 

PSC introduction aimed to make the Company a more client-

oriented, reliable and cost-efficient provider of passenger 

transportation services.  

The transaction helped the Company develop a Corporate 

Development Programme (CDP) with the help of international 

consultants.  It introduced corporate governance standards and a 

transparent long-term business plan, which set measurable targets 

and key performance indicators. It also established a new concept 

of accountability for the performance of the company as well as 

formalised the system of institutional, accounting and managerial 

control in the sector. 

Moreover, the project helped the City to develop its Public 

Transport Strategy for Pavlodar, including the introduction of an 

improved public transport plan with recommendations on the 

reorganisation of bus routes, the introduction of a transport hub 

and free transfer concept, and the replacement of small-capacity 

buses with large capacity buses on routes with higher traffic.  

The project ensured adherence to strict environmental, energy-

efficiency and social standards. The Company has fully 
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implemented the Environmental and Social Action Plan. The 

environmental and social performance level under the project can 

be considered as good with positive monitoring results.  

In addition, the project achieved a sizeable reduction of CO2 

emissions and improved the city’s public transport services in terms 

of the increased reliability, punctuality and comfort of the service. 

 


