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Project description and necessity of implementation

Southern Armenia Railway Project is the most important component of the international overland route 

between the Persian Gulf and Black Sea ports. After the completion of the project the most suitable and the 

fastest international overland corridor from North to South will be created between the Persian Gulf and 

European countries which will by play a key role in the goods and passenger transportation between Persian 

Gulf and European Union countries. It shall play especially an indispensable role in the significant reduction 

of oil export route distance from Iran to Europe. Firstly, the trade of goods and materials and transportation 

between the Persian Gulf and European Union countries mainly depend on maritime transportation 

implemented through the Strait of Hormuz. After the construction of the railway the major North-South 

transport corridor will be formed, which will become the shortest overland route between the Persian Gulf 

and Europe. Currently, the sea route for oil export to the main oil importing countries from Iran to Europe is 

as follows: Persian Gulf - Arabian Sea - Red Sea - Suez Canal - Mediterranean Sea - Strait of Gibraltar - 

Atlantic Ocean - English Channel. However, as the big ships cannot pass through the Suez Canal, 

alternative route from the Persian Gulf is the Indian Ocean – Cape of Good Hope - Atlantic Ocean - English 

Channel. According to the preliminary analyses the distance of the above routes of the maritime 

transportation from the Persian Gulf to the major European countries is 8,200 km, accordingly (up to 

France), 11,500 km (up to Germany) and 10, 500 km (up to UK). After completion of the project, the railway 

system of the South Caucasus region will be directly connected to the railway system of Iran, in favor of 

overland transportation by eliminating considerably the need for maritime transportation for oil export from 

Persian Gulf countries to Europe. As the most convenient and fastest overland corridor for the main oil-

producing countries of Persian Gulf (especially oil export from Iran to Europe) its overland transportation 

route is as follows: Iranian Railway –Southern Armenia Railway - the existing railway of South Caucasus 

region-sea transportation through Black Sea (about 1,000 kilometers) - European Railway - major oil-

importing countries. The length of the railway route from Iran to European largest countries will be 4,500 

km, respectively (up to France), 3,800 km (up to Germany), 5,100 km (up to UK) and 3,000 km (up to 

Poland). Thus, this project is the most convenient and fastest overland transit corridor between the Persian 

Gulf and Europe which reduces the transportation time and distance for these two regions.
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Project opportunities 

Southern Armenia Railway construction project will enable to restore the role of Armenia as a transit 

country, important sector of overland transport corridor on the Silk Road leading to Europe and Russia. The 

project  can not only contribute to the economic development of the oil-producing countries of the Persian 

Gulf, but also create an overland transportation corridor for cargo and passenger transportation between 

the countries of Central and Eastern Asia, China, and Europe, as well as significantly reduce the transport 

costs of manufacturers, exporters and importers of Armenia. In case of construction of Iran-Armenia railway 

not only the direct railway connection of Iran and other countries of the Persian Gulf with the Black Sea and 

European countries but also the transport connection of the latter with the other countries of the Silk Road 

will become quite realistic.

The project envisages that the railway shall pass through the mountainous regions of central and 

southern parts of Armenia and by crossing the border between Armenia and Iran shall establish structural 

links with the current railway networks of Iran and South Caucasus region. The project starts from Gagarin 

station which is equipped with operating railway lines and is located in the lower central part of Armenia – in 
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north-western part of Lake Sevan and 

extends up to Agarak- a small border town 

located in the southern part of Armenia, 

and passes through Gegharkunik, Vayots 

Dzor and Syunik marzes.

The project connects the existing 

railway networks of Iran and Southern 

Caucasus region accordingly on its 

southern and northern sections. At the 

northern section the project joins the 

existing intrastate network of Armenia 

which is of significant importance in 

Southern Caucasus region. At present, the length of the existing railway traffic in the territory of Armenia is 

850 km, the 2.6% of which is two-lane. The length of the railway operating in South Caucasus region mostly 

consists of four lines: Ayrum-Sadakhlo railway in Georgia, Akhuryan-Doghecap railway in Turkey, Yeraskh- 

Velidagh railway and Ijevan-Barkhudar railway in Azerbaijan. After the construction of the railway it will 

become the vital part of the general railway network in the South Caucasus region.

Justifications

The project implementation justifies the expansion and improvement of Armenia's national railway 

network, the necessity for the railway construction,  promotion of regional economic development, 

expansion and railway networks system connection in South Caucasus and Iran.

The project is financially feasible with the capacity to resist the risks of changes in transportation volumes 

in Armenia.

In terms of functional orientation, in connection with the annual transportation the project includes 

starting period, short-term and long-term proposals. 

Annual transportation volumes, according to the proposals, the sent /received cargo volumes according 

to starting period (2023), short-term (2028) and long-term (2038) projects/ taking into account the upward 

and downward directions/ shall amount to 12, 18 and 25 million tonnes, accordingly.

Legal acts and agreements reached

On July 28, 2012 the RA Government signed a concession agreement of the construction of Southern 

Armenia Railway with "Rasia FZE" company of the United Arab Emirates with the aim of improving the RA 

transport system. We invite the interested investor(s) to become the party to the tripartite agreement with the 

"Rasia FZE" and the Republic of Armenia.

According to the RA Government protocol decree No. 33-26 as of August 7, 2014, the RA Government 

approved the initial project for the construction of Southern Armenia Railway as per which the list of the 
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activities necessary for the construction of Southern Armenia Railway and the project management 

principles were developed.  

Within the  scope of concession agreement of the Southern Armenia Railway the regulation procedure of 

the implementation of the Parties liabilities envisaged by the concession agreement continues with the 

concessionaire.

On January, 20, 2016 a Memorandum of 

understanding “On the connection of two 

countries railway networks” was signed in 

Tehran between the RA Ministry of 

Transport and Communications and 

Ministry of Roads and Urban Development 

of the Islamic Republic of Iran.

PRC expressed its interest towards the 

Armenia-Iran railway construction process 

and given the regional strategic importance 

of the project for our country, meetings 

were held with Chinese companies, during which the issues on possibility of their participation in the project 

implementation were discussed. 

During the 3rd consultation of the working team developing proposals on integrated projects of transport 

and infrastructures within the scope of Eurasian economic integration and Silk Road economic zone held in 

Moscow, Russia on May, 20, 2016 the preferable plans to be included in the “Road Map” were discussed 

where the Iran-Armenia railway construction project was included in the road map for further collaboration 

with China.  During the investment meeting devoted to Armenia which was held on October 10-11, 2016 in 

New York the Iran-Armenia railway construction project was also submitted.

General Information

The railway length will be 304.71km including the reconstruction line with 33km length. 

The construction of 84 bridges are planned with total length of 19618 linear meters, 60 tunnels with total 

length of 102360 linear meters, 27 stations will be constructed along the line including 13 intermediate 

stations and the reconstruction of Gagarin Station. 

The constructed railway is a single-line railway of the second category. 

Estimated speed - 80 km/h for passenger trains.

The minimum radius of curves - 500 m in normal and 350 m in difficult conditions.

Maximum gradient - 30‰�pusher� 

Traction type- electric.

Cargo traction- 2100 t.
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Construction deadlines

The total duration of the construction is estimated about 6 years.

Required investments

Investment with the total amount of USD 3,207,249,400 is required for the project, i.e, USD 10,525,600 

for each kilometer of the line.

The costs of fixed investments and rolling stock purchase make up USD 3,012 billion. Fixed investment 

index of 1 km of the line is USD 9.8837 million. Interest of credit calculated during the construction is USD 

192 million and total costs for rolling stock purchase – USD 112 million. 

Estimates do not include the amounts required for land acquisition and demolition, customs duties, VAT 

and other similar charges, reserve capital for the increase of the project cost, the costs required for the RA 

Government separate requirements.

Method of financing

During the construction phase the cost of the sustainable investments and rolling stock purchase 

required for the project make up USD 3,012,000,000. Currently it is expected that the private investor 

(initially) will provide annual loans with 3.5% percent with the amount of approximately 60% of the project 

cost the remaining 40% financing will be implemented through the loans of the regional governments and 

international financial institutions.

Expected investments and financing

Expected investments
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Financing

Currently it is planned that the financing of 40% of the cost of rolling stock purchase and sustainable 

investments required in the construction phase will be financed through the loan provided by regional 

governments and international financial institutions. Within the scope of this study it is envisaged that 60% 

of the financing will be through the loan received from the private investment with annual 3.5% and the 

remaining 40% with annaul 6.55% - from the loan of regional governments and international financing 

organizations.

Key indicators and own cash flow analysis

Key Indicators

As a result of the investment cash flow analysis it is shown that the cash inflows are bidgger than the 

outflows in the first year of operation. Before taxable profit of the financial internal rate of return of the 

project the financial net current value and the investment repayment terms make up 5.50%, USD 

1,186,964,516 and 23.75 years, accordingly.

Own cash flow analyses

Being carried out on the basis of other loans from the regional governments and international financial 

institutions, this analysis takes into consideration the loan principal amounts and the back payment of the 

interest charged towards them in order to estimate the rate of return. Within the scope of this project 

financial internal rate of return of these funds, current financial net value make up 0.04% and USD 

378,338,710, respectively.

As a result of the analyses it becomes clear that the project 5.50% internal financial rate of return is more 

than the minimum 3% attractive rate of return, which is an indicator for good profit.

Table indicating the results (%) of financial rates of return

The table above shows that the project's financial internal rate of return is the most sensitive towards the 

factors such as variation in transportation tariffs and transportation volumes. If the transportation tariff or 

volumes are reduced by 20%, the investments financial internal rate of return will amount to 3.0% before 

taxation which means that the project has great potential to resist the risks.
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Cargo transportation volume forecast

Domestic shipment volume forecast

From the tree countries of South Caucasus, Armenia has the smallest scale of economy, but the highest 

level of economic development. Armenia is rich in copper, molybdenum and polymetallic mines and sulfur, 

marble and colored travertine mines. However, petroleum and coal reserves are lacking in Armenia and in 

terms of transportation, electricity generation and heating it depends on the imported petroleum product, 

despite the progress in the field of hydropower.

At present, certain part of nonferrous metal ores extracted from the southern mountainous regions of 

Armenia is melted beforehand into semi-finished product or is exported directly to Europe through motor 

vehicles. After the project establishment certain part of nonferrous metal ores extracted from the southern 

mountainous regions of Armenia will be exported to Europe via railway transport. As a result, based on the 

study carried out on-site and the analysis of materials it can be forecasted that 3.52 million tons of local 

cargo will be transported - after construction and operation – at the starting date, from which 2.85 million 

tons will be sent and 0.67 million tons will be received. Short-term local cargo volume will amount to 4,378 

million tons, from which 3.57 million tons will be sent and 0.808 million tons will be received, the volume of 

long-term local transportation will be 5,34 million tons, from which 4.345 million tons will be sent and 0.995 

million tons will be received. 

Cargo volumes sent/received in different stations 
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Transit cargo transportation volume forecast 

At present Europen importers of oil products import oil from Iran mainly through Strait of Hormuz by ocean 

transports. Oil volume exported from Iran to Europe in 2011 amounted to 18% of the total export volumes in 

Iran.  According to preliminary estimates, about 20.57 million tons of oil was exported from Iran to Europe in 

2011. After the construction of the project, most of the oil can be exported from Iran to EU through the plan- 

firstly through overland to the Black Sea and then through marine transportation to the destination (to the 

European major oil importers). This will significantly reduce transportation costs compared with full marine 

transportation which is a mutually beneficial outcome for both oil importers and for Iran. The study examined 

and evaluated several ways of transportation and predicts that after the construction of the project, it will 

take 30%  (conservative estimate) of transportation of the exported oil from Iran to Europe.  Thus, it is 

anticipated that after the launch of the project, the volume of transit transportation (mainly oil and oil 

products) will make up 7.9 million tons, 8.7 million tons and 10.12 million tons in upwards direction 

respectively on initial, short-term and long-term basis (mainly imported from Europe to Iran) and transit 

transportation volume in downwards direction will make up 1.8 million tons, 2.15 million tons and 2.9 million 

tons to respectively on  initial, short-term and long-term basis.

Passenger transportation volume forecast

Domestic passenger transportation volume forecast 

As a major international North-South transport corridor exporting oil and refined oil products to Europe, 

the line also provides the citizens living along the line with the passenger transportation for Persian Gulf, in 

particular for Iran.
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Transit passenger transportation volumes forecast

Given that the railway line is the most suitable overland corridor for the passenger transportation between 

the countries of the Persian Gulf and the Black Sea region, after considering the indicators of other transport 

means of regional passneger transportation it is expected that the transit passengers transportation volume 

(mainly tourism) shall make up 270 000 man/year, 340,000 man / year and 510.000 man/ year in upwards 

direction, respectively on initial, short-term and long-term basis and 310,000 man/ year, 390,000 man/ year 

and 590,000 man / year in downwards direction, respectively on initial, short-term and long-term basis.

Evaluation conclusions

Within the scope of the project, financial internal rate of return is 5.50% (FIRR) which means that the 

project is viable and ensures good economic feasibility. Current net financial cost makes up USD  

1,186,964,516 in case of the minimum 3% of attractive rate of return. The project is financially viable. The 

project cost-covering will take approximately 24 years.

National Economic Assessment

National economic internal rate of return (EIRR) for the project total investment amounts to 11.06% with 

exclusive economic effectiveness, which shows that the project is highly feasible in Armenia. The Expected 

Net Present Value (ENPV) with 8% social reduction is equal to 1,003 billion US dollars. Variability analysis 

indicates that the project is highly economically feasible with the opportunities to resist the risks of variations 

in transportation volumes in Armenia volumes.


