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CASE STUDY
LOCAL CURRENCY FINANCING
FYR Macedonia

In April 2012, the EBRD signed the agreement for a local 
currency loan equivalent to €5 million to long-standing 
client, ProCredit Bank Macedonia, for on-lending to 
MSMEs. The loan is extended under the EBRD-Italy Local 
Enterprise Facility and will help ProCredit Bank Macedonia 
diversify its funding base and maintain access to credit 
for FYR Macedonian MSMEs in the current challenging 
environment. The proceeds will be used to finance 
investments and working capital of local businesses in 
rural and urban areas with long-term loans. The facility will 
support further development of FYR Macedonian MSMEs 
and help them reduce foreign exchange risk.
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The EBRD’s countries of operations present significant 
needs and opportunities for private sector development  
and the delivery of sustainable transport and utilities. 
Changing people’s lives and environments for the better 
requires the sustained and integrated use of investment, 
technical cooperation and influence in key parts of the 
economy, including the financial, SME and corporate  
sectors, infrastructure, power and natural resources. 

FINANCIAL SECTOR
The EBRD’s financial team signed a wide spectrum of projects 
in the financial sector in 2012, reflecting the broad scope of 
the Bank’s mandate. Eurozone issues and macroeconomic 
weaknesses in many countries continued to dominate the 
sector. The EBRD has been helping to fill financing gaps by 
providing stable sources of funding both in foreign and local 
currency through key programmes, such as trade finance, 
micro, small and medium-sized enterprise (MSME) and energy 
efficiency lending, and by positioning itself at the forefront of 
renewed interest in capital market products. 

The Bank continued to play an important high-level 
international role in alleviating the effects of the ongoing 
eurozone financial crisis. The Bank has been active in the 
Vienna 2.0 Initiative, has consulted with governments, and on 
the ground, has spent time with strategic clients to encourage 
their continued engagement with the region. 

In 2012 the Bank signed business volume in the financial 
sector worth €2.85 billion covering 26 countries, with 
business particularly strong in Russia, Poland and Turkey. 
There was continued focus on the early transition countries 
(ETCs)14 to provide access to financing for the real economy. 
The Bank financed 49 deals for over €195 million and the 
Trade Facilitation Programme (TFP) made a significant 
contribution in this region by handling 1,090 transactions 
worth over €300 million.

Foundation work in the SEMED region continued in 2012 with 
a number of technical cooperation (TC) projects implemented 
and a healthy pipeline of investment projects developed. 
The Bank’s first signing in the region involved Investbank, 
Jordan which joined the TFP and later in the year a €10 million 
SME loan and a TFP line were signed with Société Générale 
Marocaine de Banques (Morocco).

It was another outstanding year for TFP in terms of business 
volume and the number of transactions resulting from a 
recovery of trade activity, which the reduced availability of 
trade finance from private sector banks struggled to meet. 

The Bank expanded its equity portfolio by making new 
investments in three banks in Poland and Russia and in two 
ground-breaking investments for the EBRD: Moscow Stock 
Exchange and a start-up factoring company in Turkey.

Annual business volume by sub region (2012)
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14 The early transition countries are the Bank’s countries of operations which still face the most significant transition challenges.  
They are: Armenia, Azerbaijan, Belarus, Georgia, Kyrgyz Republic, Moldova, Mongolia, Tajikistan, Turkmenistan and Uzbekistan.
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The financial sector portfolio now stands at €9.89 billion, 
a 5 per cent increase on 2011 and, with strong 
disbursements, operating assets have also grown  
at a similar rate to €8.68 billion. 

POLICY DIALOGUE
Good quality and targeted policy dialogue with governments 
and regulatory authorities and other international financial 
institutions (IFIs) continued to be a vital aspect of project 
facilitation. The main themes of FI activity have been: (i) 
strengthening the safety net of the banking system particularly 
with regard to the deposit insurance agencies in Albania, the 
Kyrgyz Republic and Mongolia; (ii) strengthening the SME legal 
framework in various ETCs and in south-eastern Europe (SEE); 
(iii) financial inclusion by training educators to provide financial 
education to remittance receivers in Tajikistan and the Kyrgyz 
Republic; and (iv) exploring new areas such as mobile banking 
in Romania, Russia, Turkey and Ukraine. 

LOCAL CURRENCY AND LOCAL CAPITAL MARKETS 
DEVELOPMENT INITIATIVE
The EBRD remained committed to the Local Currency and 
Local Capital Markets Development Initiative, launched in 
2010 in cooperation with other IFIs. Activities have included 
country assessments, strengthened policy dialogue, as 
well as the delivery of investment projects that directly 
address the fundamental vulnerabilities that form the 
basis of this initiative. 

Using funding directly raised by the EBRD, 18 local currency 
loans were provided in Russian roubles, Kazakhstan tenge, 
Polish zloty and Turkish lira for a range of financing purposes. 
In addition, 27 loans were extended to FIs via utilisation of the 
Currency Exchange Fund in which the EBRD invests. 

BANKING
Building sustainable local funding bases remained an 
important theme given reduced external sources of finance, 
including those from European banking groups operating in 
the EBRD’s countries of operations. Deterioration of loan book 
quality in a number of countries as well as lack of balance 
sheet growth remain areas of concern.

TRADE FINANCE
The EBRD’s Trade Facilitation Programme (TFP) guarantees 
trade transactions to stimulate import and export trade. It also 
provides short-term loans to selected banks and factoring 
companies for on-lending to local exporters, importers and 
distributors of imported products.

In 2012 the demand for TFP continued to grow and in total the 
EBRD financed an unprecedented 1,870 trade transactions 
with 75 banks across 16 countries worth over €1.1 billion. 
In particular, there was significant uplift in support for intra-
regional trade with 455 transactions. 

The increases in the number of transactions and greater 
utilisation of limits illustrate that trade has recovered in many 
countries of operations and client banks are more willing to 
take on new business for their local exporters and importers. 
However, for small and medium-sized banks in the region and 
banks in ETCs the TFP remains a major source of financing for 
their international trade finance business. 

For more information go to: www.ebrd.com/tfp.

E-LEARNING SCHOOL IN TRADE FINANCE
The Bank’s e-learning school in trade finance goes from 
strength to strength and is helping to ensure lasting transition 
impact and skills transfer to the TFP’s issuing banks. Since its 
launch in 2010, over 500 students from more than 136 banks 
in 24 countries have signed up. This e-learning programme 
has been expanded to include issuing banks in the southern 
and eastern Mediterranean (SEMED) and 67 trainees from 
this region have enrolled. 

ENERGY EFFICIENCY
Sustainable Energy Financing Facilities (SEFFs), dedicated 
credit lines to local financial institutions for financing 
sustainable energy investment projects, continued to be a 
core component of the EBRD’s Sustainable Energy Initiative. 

Growth in energy efficiency lending through the SEFF model 
continued in 2012 with new loans worth €421 million 
provided to 33 financial institutions across 12 countries. In 
addition to the corporate, industrial and residential sectors, 
the EBRD widened its outreach by extending financing through 
banks to local municipalities and by increased activities in 
the agricultural sector. By the end of 2012, the EBRD had 
provided loans to 75 partner financial institutions which had 
on-lent to sub-borrowers supporting over 41,900 sustainable 
energy projects and produced projected lifetime energy 
savings of more than 140,000,000 MWh and projected 
emission reductions of 55,000,000 equivalent. 

The SEFF programme is expanding with new frameworks or 
extensions to existing frameworks being approved in 2012 
in Belarus, Bulgaria, the Kyrgyz Republic, Moldova, Russia 
and Ukraine. 

SYNDICATION
The Bank signed three new syndicated loans with financial 
institutions in Russia, Mongolia and Armenia. The syndicated 
loan raised by the EBRD for private bank, Rosbank, in Russia, 
had particular commercial success – it was oversubscribed, 
attracting US$ 230 million (€174 million equivalent) against  
an initial target of US$ 150 million (€114 million equivalent)– 
and it marked a major step towards the reopening of 
international debt markets for Russian private banks. 
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EQUITY INVESTMENTS
Equity investment continues to be a key tool used by the Bank 
to promote transition. By supporting banks and other financial 
institutions through equity investments, the Bank can 
influence business strategy, strengthen corporate governance 
and promote institution-building and best practice.

There was significant uplift in new commitments to equity  
with half a billion euros directed to five new investments 
in Poland, Russia and Turkey, 12 capital increases and a 
restructuring. In Poland, the Bank signed its first deal with 
Santander, with an investment in BZWBK to support the 
merger with Kredyt Bank; an opportunity to support one  
of the main banks in Poland. 

OTHER FINANCIAL SERVICES
With the first signs of a return in demand for simplified 
and transparent forms of structured finance, the EBRD is 
supporting a number of capital market products, thus playing 
an important role in re-introducing these financing tools to the 
region. In 2012, the Bank participated in the first listed and 
locally distributed Polish zloty asset-backed security auto loan 
issue and the first post-crisis Russian diversified payment 
rights securitisation, for regional mortgage development.

SUPPORT FOR MICRO, SMALL AND MEDIUM-SIZED 
ENTERPRISES
The EBRD has a long history of support for MSMEs in 
its countries of operations. Small businesses are a vital 
contributor to economic growth as they provide important 
sources of entrepreneurship, innovation and job creation. 
They require reliable access to a range of financial services 
from the formal financial sector. Improving MSMEs’ access 
to funding and financial services is a crucial aspect of the 
Bank’s effort to provide sustainable sources of lending to 
the real economy. 

The provision of credit lines to local banks, leasing companies 
and specialised microfinance institutions has been the main 
method the EBRD has used to target finance to support 
small business. In 2012 the Bank continued to facilitate 
credit flow to MSMEs by extending more than 80 credit 
lines for over €700 million to partner institutions across 23 
countries of operations. In addition, a number of the energy 
efficiency credit lines are directing finance to SMEs. Through 
these transactions, the Bank continued to support financial 
intermediation for MSMEs, to broaden the sectoral coverage 
and to encourage female entrepreneurs. Furthermore,  
it continued to provide local currency financing in order  
to reduce the foreign exchange risks for clients. Over 34  
of the transactions completed during the year were in the 
ETCs, with a significant number extended in local currency. 

TECHNICAL COOPERATION
Technical cooperation (TC) remains an important element 
of sustainable transition and as in previous years, TC 
assignments continued to play an important role supporting 
the EBRD’s investment activities and policy dialogue. In 2012 
the Bank provided TC funding for 82 consultancy contracts 
totalling €24 million covering 19 countries of operations. 
The TC funding was also complemented by the use of non-TC 
grants, to the value of €24.7 million, in the form of incentive 
payments to the Bank’s clients and their sub-borrowers 
for sustainable energy financing and SME competitiveness 
in particular. 

Existing and newly established SEFFs required most TC 
resources in 2012 while TC programmes in support of MSME 
lending and trade finance also continued across countries of 
operations (CoOs). TC reflected the Bank’s engagement in 
SEMED and a range of activities were launched in support  
of project preparation, client engagement and broader sector 
initiatives. TC initiatives continued or commenced during 
2012 to promote financial inclusion, innovative banking 
approaches, local currency and local capital markets 
development, and development of legal and regulatory 
frameworks conducive to improved access of MSMEs  
to finance. Further efforts were also made to enhance 
collaboration with the EU, European Investment Bank, 
International Finance Corporation, KfW and Agence Française 
de Développement to ensure effective and complementary 
use of donor resources in CoOs.
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INDUSTRY, COMMERCE AND AGRIBUSINESS
The industry, commerce and agribusiness (ICA) group 
comprises six sector teams and two regional teams which 
bring together the Bank’s activity in the corporate sector: 
agribusiness, equity funds, information and communication 
technologies (ICT), manufacturing and services, property and 
tourism and small business support (SBS). Together with the 
ICA SEMED and ICA Russia teams, ICA works to help support 
diversification of the real economy and promote socially 
inclusive growth and innovative and sustainable development.

Capitalising on the CRR4-recommended shift to the corporate 
sector, in 2012 ICA accounted for 28 per cent of the EBRD’s 
annual business volume and more than 35 per cent of the 
number of operations (including 37 per cent of early transition 
countries (ETC), 28 per cent of Western Balkans and 55 per 
cent of equity transactions), with the Bank committing around 
€2.5 billion through 143 projects.

CASE STUDY
BRINGING BROADBAND INTERNET  
TO THE REGIONS
Turkey

The EBRD is supporting the expansion of broadband 
internet services in the eastern regions of Turkey with a 
€100 million loan to Türk Telekomünikasyon, the country’s 
leading telecommunications group, providing integrated 
telecommunications services from traditional phone 
and mobile to broadband internet. With its fast-growing 
economy and young population, Turkey needs significant 
investment to catch up with western Europe in terms of 
availability of broadband internet services. Turkey’s total 
broadband penetration, both fixed and mobile, is less 
than 15 per cent, compared with 40 per cent in western 
Europe. Internet coverage varies significantly from region 
to region, with considerable discrepancies between the 
Istanbul area and the eastern regions. Expanding internet 
broadband infrastructure beyond the large cities of 
Turkey is critical for the growth of the Turkish economy 
and for further development of the country’s ICT sector 
and will support its efforts towards developing its 
knowledge economy.
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ICA SEMED
In line with the Bank’s commitment to the southern and 
eastern Mediterranean (SEMED) region, the ICA SEMED 
team was established in 2012, modelled on the successful 
ICA Russia team. The ICA SEMED Director is an investment 
professional from the region with significant transactional 
experience in SEMED countries. Each of the ICA sector 
teams has dedicated bankers to cover the region and the 
group has been instrumental in helping to develop a strong 
pipeline there.

ICA signed one of the first deals in SEMED in 2012, 
demonstrating its strong support for the development of 
the private equity sector in Morocco and Tunisia and for 
the growth of equity funding for small and medium-sized 
enterprises (SMEs) in those economies. The EBRD committed 
€20 million to the Maghreb Private Equity Fund III (MPEF III). 
The Fund will focus primarily on providing equity, quasi-equity 
and equity-linked debt financing to SMEs. 

Other SEMED projects approved and/or signed in 2012 
included two projects in the agribusiness sector: foreign direct 
investment (FDI) investment in olive oil origination in Tunis 
and a biomass boiler for an edible oil producer in Morocco; 
and in the manufacturing and services sector: a commitment 
to finance a white goods producer in Egypt. These projects 
highlighted the Bank’s ability to react swiftly to changes in 
mandate and business opportunities and its continuous 
commitment to promote transition to market economies.

ICA RUSSIA
ICA Russia has, for the second year in a row, exceeded €1 billion 
of new commitments through 38 projects, 14 of which were 
equity investments in addition to managing a significant portfolio 
of existing investments. These commitments have supported a 
wide range of foreign direct investment (FDI) and growth of local 
businesses with special emphasis on energy efficiency, high 
technology and regional expansion. While there have been a 
number of larger projects with FDI sponsors, in approximately  
50 per cent of the projects, the Bank’s investment was below 
€10 million and with local counterparties.

The range of clients reflects the Bank’s strategic objective 
of supporting diversification of the Russian economy. In the 
agribusiness sector, transactions included a bakery project, 
a salad/vegetable processing factory and a pasta maker 
in the Altai region. In the manufacturing sector, there was a 
strong focus on the automotive sector, both at the original 
equipment manufacturer and supplier level, but transactions 
also covered pharmaceutical distribution and a dedicated 
energy saving company. In the ICT sector, mobile phone masts 
and IT programming projects were undertaken. In the property 
sector there was additional investment in regional retail centres. 
The EBRD also continued its support for deepening and 
strengthening the private equity markets by investing in equity 
funds with both first-time and existing fund managers.

The Bank continued its policy dialogue engagement in the 
forestry sector, participating in the Russian National Forestry 
Council and completing a study on FDI, corporate governance 
and the investment climate in the forestry industry. 

28%
IN 2012 ICA ACCOUNTED FOR

OF THE EBRD’S ANNUAL BUSINESS 
VOLUME AND MORE THAN 35 PER CENT 
OF THE NUMBER OF OPERATIONS
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AGRIBUSINESS
The EBRD has delivered record-breaking total annual 
business volume in the agribusiness sector, including 
significant investments in support of the Bank’s Sustainable 
Energy Initiative. 

In 2012, despite the continuing global economic crisis the 
Bank kept its levels of annual commitments and projects at 
historically high levels, demonstrating that the agribusiness 
sector remains an attractive area for investment. The Bank 
committed a total of €875 million through 62 transactions 
in the sector in 2012, while mobilising an additional €379 
million in commercial syndication, resulting in record total 
commitments of over €1.3 billion. This provided confirmation, 
if needed, that investment in the Bank’s region can provide a 
partial solution to the issue of global food security. 

To underline this, in September 2012 the EBRD and the Food 
and Agriculture Organization (FAO) organised a conference 
with a unique focus on the private sector’s role in addressing 
food security through investments along the food chain. The 
conference’s high level of attendance in terms of CEOs and 
policy-makers marked it as probably the largest gathering of 
private sector players discussing global food security to date. 
As an immediate response to the expansion of the Bank’s 
mandate to the SEMED region, two projects were signed in 
the region’s agribusiness sector (see ICA SEMED box). At the 
same time, transition challenges in countries in the Bank’s 
historical region, such as the early transition countries and the 
Western Balkans, continued to be addressed via a total of 30 
agribusiness deals, equal to 48 per cent of the total number  
of agribusiness operations signed in 2012.

The EBRD, in line with its Sustainable Energy Initiative, in 
2012 committed a record €164 million to 20 sustainable 
energy projects in the agribusiness sector, thus ensuring 
development while simultaneously minimising pressure 
on natural resources and the environment. Given water’s 
vital role in increasing agricultural production, the Bank 
has mobilised technical cooperation (TC) assistance funds 
of €0.46 million from the EBRD Shareholder Special Fund 
and the SEMED Multi-Donor Account, aimed at improving 
water efficiency in food production and enhancing the role 
of the private sector in achieving more water-efficient food 
production in four of the most water-constrained countries 
in the Bank’s region (Jordan, Kyrgyz Republic, Turkey 
and Ukraine).

The EBRD has also worked with agribusiness clients in pursuit 
of its gender equality initiative. Croatia’s Atlantic Grupa is 
fostering even greater diversity and equal opportunities in the 
work environment by becoming the first agribusiness client to 
commit to undertake improvements to its HR policy as part of 
its recent project, which was the largest syndicated deal in the 
region in the corporate sector in 2012. 

EQUITY FUNDS
With a total of 142 funds invested through 92 fund managers 
since 1993, the EBRD has the largest private equity fund 
investment programme dedicated to central and eastern 
Europe (CEE) and central Asia. 

Despite the increasingly challenging fundraising environment 
in the region in 2012 the EBRD continued to play a leading 
role in the industry by committing €334 million to 11 private 
equity funds. A total of 1,222 investee companies benefited 
from our funds in the first half of 2012.

The geography of new fund investments reflected the difficult 
fundraising environment in CEE, with Russia-, CIS- and 
Poland-focused funds constituting a large share of this 
year’s commitments. At the same time the EBRD continued 
to pursue opportunities in the new (SEMED) and more 
challenging (Caucasus) regions. Several strategic initiatives 
aimed at developing a sustainable and sophisticated private 
equity and venture capital industry in the region were 
pursued in 2012.

AN “INTEGRATED APPROACH” IN POLAND
During the year the Bank developed an integrated approach 
to private equity as an asset class, which is closely linked to, 
and supportive of the Bank’s commitment to strengthen and 
deepen the local capital markets through its Local Currency 
and Local Capital Markets Initiative. The approach in this case 
encompasses: (i) increased participation by local institutional 
investors in private equity as an asset class; and (ii) increased 
participation by international institutional investors in Polish 
and CEE funds, thereby creating a sustainable private equity 
market. Both pillars will be supported by policy dialogue, 
raising stakeholder awareness and capacity building.

One of the first investments under the integrated approach 
was in the Polish Enterprise Fund 2012 which will invest 
across the CEE region in mid-market buyouts and expansion 
capital opportunities. 

SOUTH CAUCASUS
The Bank committed to the first institutional equity fund 
focused solely on providing finance to SMEs in the south 
Caucasus (Armenia, Azerbaijan and Georgia). The fund is 
sponsored by SEAF and will provide a combination of debt and 
equity financing. 

RUSSIA
Consistent with the Russia country strategy to assist 
in financing the diversification of the economy, support 
enterprises in the regions of Russia and strengthen the 
private equity markets, the EBRD invested in two Russia and 
CIS-focused private equity funds raised by its long-standing 
partner Baring Vostok. The Baring Vostok funds will target 
firms operating in Russia, Kazakhstan and Ukraine, as well as 
other CIS countries and Mongolia.

SEMED
The EBRD has demonstrated its strong support for the 
development of the private equity sector in Morocco and 
Tunisia and for the growth of equity funding for SMEs in those 
economies. In 2012, the Bank signed its first investment 
in SEMED: the Maghreb Private Equity Fund III. Investee 
companies will, typically, be well-established, family-owned 
companies with the potential to scale up their activities at the 
regional or international level and achieve long-term capital 
growth. The Bank’s support will help to increase investor 
awareness in the SEMED region and strengthen the private 
equity industry there.

TURKEY
The Bank supported Turkven, a well-established private 
equity firm raising its third fund in Turkey. The investment is 
expected to achieve strong transition impact by leveraging 
Turkven’s deep operational expertise and commitment to 
corporate governance.
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INFORMATION AND COMMUNICATION 
TECHNOLOGIES
In 2012 the Bank closed its first financing under the  
Venture Capital Investment Programme and continued  
to support the rollout of broadband and ICT infrastructure  
to underdeveloped regions. 

The fostering of a knowledge economy in the EBRD region is 
one of the Bank’s key objectives. The spread of knowledge 
through an economy creates value, promotes productivity and 
growth while diversifying an economy, creating higher-valued 
jobs and promoting social cohesion. The EBRD actively invests 
in ICT in countries from central Europe, central Asia and 
SEMED. The Bank aims to improve ICT services and access 
to these throughout these countries, focusing on network 
expansion, innovation and advanced communication services 
and the development of the sector beyond basic services. 
We also work on devising appropriate regulatory and legal 
frameworks for the overall sector.

In 2012 the EBRD re-evaluated its position in the market and 
built on the Bank’s strength in the telecommunications sector 
and re-focused efforts to develop its expertise in related ICT 
subsectors, such as ICT production (IT systems, software) and 
ICT services (IT services, internet firms). As a result, there was 
a strong level of activity in the ICT sector in 2012, with over 
€213 million in commitments for 9 projects across the region. 

MANUFACTURING AND SERVICES
For the third year running, the EBRD invested close to €900 
million in 50 manufacturing and services projects across its 
entire region from Croatia to Mongolia. As capital investments 
are being delayed or reduced, our strategic answer to the 
deepening crisis is to: 

•	 mobilise long-term finance when other debt, equity  
and foreign direct investment (FDI) are more scarce

•	 mitigate risks as they arise, whether legal, political  
or commercial

•	 provide expertise and solutions for operational and 
balance sheet restructurings.

Ranging from €0.3 million to €300 million per project, the 
Bank serves local entrepreneurs as well as multinational 
groups such as Continental and Hitachi. In a challenging 
market, manufacturing and services succeeded in syndicating 
20 per cent of project debt to commercial banks. Consistent 
with the Bank’s objective of working with the SME sector, 
50 per cent of our transactions in 2012 were smaller (less 
than €10 million) SME projects located in the early transition 
countries and the Western Balkans. As the portfolio grows, 
monitoring becomes even more critical with over €3 billion in 
operating assets (an increase of 12 per cent in 2012, due to a 
record €1 billion in disbursements). 

The Bank’s strategy for its investments in the manufacturing 
and services sector is to help diversify economies, modernise 
production through resource efficiency, bring technological 
innovation to customers and improve corporate governance 
and skills.

In SEMED, the first project committed for financing by the 
Board in Egypt was in the “real economy” to provide financing 
for a manufacturing facility for washing machines, which are 
in high demand in the country and for export to neighbouring 
Middle Eastern and African countries. 

In support of inclusive employment, the Board also approved 
a large cement project in Mongolia, with a gender dimension, 
which will serve the increasing needs of infrastructure and 
mining investment. The company is a model for inclusion and 
gender demonstration impact.

For more information on the Bank’s impact through  
its investment in a glass producer in the Kyrgyz Republic 
and its work with small private clinics to improve health 
services such as Mediclub in Georgia see: 
http://bcove.me/khi5ww4c and http://bcove.me/awy9ufyo
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PROPERTY AND TOURISM
The Bank is still facing an extremely challenging environment 
in the property and tourism sector but amid that has been 
able to commercially syndicate many of its projects. Property 
and tourism projects have successfully supported the Bank’s 
efforts to invest in regional development in some of the more 
under-served regions of countries of operations. Elsewhere, 
the priority has been in monitoring the existing portfolio and 
working with clients as real estate projects suffer significantly 
as a result of the economic downturn. 

In 2012, the EBRD committed a total of €148 million to eight 
projects located in Russia, Ukraine, Croatia and the Kyrgyz 
Republic. Of this amount €124 million was debt and the 
remainder equity. 

Concerning new developments, the Bank deepened its 
relationship with three existing clients for their expansion  
in Russia in line with three key ICA objectives in the country: 
investing in the knowledge economy; support for regional 
development; and deepening the local private equity capital 
markets. In St Petersburg, the Bank provided a €17 million 
syndicated loan to finance the second phase of Technopark 
Pulkovo, a modern office development that combines flexible 
business space with business incubation and acceleration 
services. In the regions, the Bank supported a modern 
shopping centre to help regenerate Yaroslavl’s historic 
city centre. 

In Central Asia, the Bank committed development financing 
to three projects in the Kyrgyz Republic. The property sectors 
of ETC countries generally suffer from a difficult business 
environment and a lack of long-term financing essential for 
real estate developments. In the case of the Kyrgyz Republic, 
however, an improved business environment since 2010 has 
led to increased demand from travellers to Bishkek, resulting 
in an under-supply in the hotel segment. The EBRD supported 
two hotels – a mid-market hotel in the city centre, owned by 
two local entrepreneurs; and the development of a 50-room 
budget hotel. These new hotels will increase the range of 
options open to business and leisure travellers alike. 

Outside prime capital cities, real estate projects continue 
to suffer from the economic downturn. Furthermore, low 
economic growth and consumer spending rates continue to 
put pressure on rental rates for existing property space, while 
suppressing demand for new developments. Occupancy and 
rent collection are also key challenges for building owners. 
The Bank’s role under these conditions is to leverage its 
experience in the region and to provide support to its clients. 
This included market insights, asset management guidance 
and selective loan restructuring designed to position assets 
for medium-term recovery. 

The prospect of recovery in the region’s real estate markets 
in 2013 is moderate. Against this backdrop, the Bank will 
continue to focus on those projects whose commercial 
viability allows development and investment to proceed, 
including in the SEMED region; and it will support its existing 
clients in working towards medium-term stability and seek to 
reanimate markets where possible by exploring new products 
such as urban regeneration, logistics and IT parks. 

SMALL BUSINESS SUPPORT
Small Business Support (SBS) is comprised of two main 
programmes: the Enterprise Growth Programme (EGP) and 
the Business Advisory Services (BAS). This rebrand (from 
late 2011) has helped attract interest from clients in SEMED 
where EGP has made a particularly strong start. Both BAS and 
EGP are key components of the EBRD’s overall strategy for 
micro, small and medium-sized enterprises (MSMEs).

With the expansion to SEMED in 2012, SBS is now operating 
in 25 countries in south-eastern Europe, eastern Europe 
and the Caucasus, Central Asia, Russia and SEMED. In total 
in 2012, SBS carried out 122 EGP projects and 1,360 BAS 
projects, which include the first EGP projects in Morocco, 
Tunisia and Jordan, and the first BAS projects in Egypt and 
Morocco. In SEMED, the EGP began at the end of 2011, 
thanks to quick mobilisation of donor funding and of experts  
to work in the region. As of end of 2012, EGP had begun 
28 and BAS 29 projects in SEMED, in sectors ranging from 
transport to textiles and food processing.

SBS has focused increasingly on helping its clients gain 
access to finance. As part of this effort, BAS provides SME 
clients of the EBRD and its partner banks in early transition 
countries and in the Western Balkans with assistance in 
financial management and reporting through the Accounting 
Improvement Programme. EGP helps potential Bank clients 
to improve their operations and corporate governance before 
Bank investment. In many cases, EGP also assists clients in 
managing capital investments and developing export markets 
post-Bank investment.

In Central Asia, export promotion has been a top priority 
for SBS in 2012, with more than 30 projects with clients in 
Kazakhstan, the Kyrgyz Republic and Tajikistan seeking to 
improve clients’ quality management, packaging, marketing 
and business processes in order to facilitate export expansion. 
The programme is a combined effort between EGP and BAS, 
as clients are often in need of the advice of international EGP 
experts as well as local BAS consultants. SBS is working with 
the EBRD’s Legal Transition team to support policy dialogue 
specifically targeted at SMEs, in particular in Mongolia where 
a policy adviser works with SBS. The Bank assists business 
associations serving SMEs to identify priorities and works 
with them to focus on improvement to the legal and regulatory 
environment. 

In the Western Balkans, BAS has launched a programme for 
women in business with the involvement of local banks in order 
to facilitate access to finance for the participants. In addition 
SBS is preparing Women in Business programmes for launch in 
2013 in Turkey, Armenia, Azerbaijan, Georgia and Egypt.

As part of the internal SBS governance, BAS created a Best 
Practice Guide for their projects and developed an operations 
manual; and EGP has a new management information system 
(MIS) up and running to better facilitate results reporting. 

SBS would not be the success it is without the contributions, 
both strategic and financial of the donor community. In 2012 
SBS raised €15.6 million in donor funding from bilateral 
sources including Austria, Czech Republic, Kazakhstan, 
Luxembourg, Norway and Taipei China, multilateral sources 
including the Bank’s ETC Fund, the EBRD Shareholder Special 
Fund and the SEMED Multi Donor Account, as well as two 
private-sector donors. The European Union remains the single 
largest donor and the Bank is discussing multi-year funding 
programmes for the Eastern Partnership countries and the 
Western Balkans. 
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HARNESSING THE SUNSHINE
Croatia

SBS projects in Croatia are increasingly seeking to unlock 
the potential of advisory assistance to support highly 
innovative companies using advanced technologies.  
The core business of Petrokov, a Croatian company,  
is to supply, sell, install and service heating, cooling,  
gas, water, sewerage and solar systems. It is ranked 
among the leading providers of central heating equipment 
and gas appliances, plumbing and sanitary equipment, 
and its heating and thermal solar product lines are 
expanding rapidly. 

While the core business is to sell materials, such as solar 
panel systems, Petrokov wished to implement a system 
to reduce internal energy costs. The BAS programme 
helped the company to install photovoltaic solar panels 
on the roof of its premises. The project engaged a local 
consultant to conduct a feasibility and technology study, 
as well as to help with obtaining permits and submitting 
all necessary documentation to the Ministry of Economy 
and other relevant authorities.

One year after successful completion of the BAS project, 
Petrokov had completed the installation of solar power 
technology on the roofs of six of their premises, in 
cooperation with an investor, for a total project value of 
€600,000. These installations produce 35,500 kWh of 
electricity in peak season and 11,000 kWh in winter. 
Moreover, Petrokov signed a guaranteed 12-year contract 
with the Croatian Electrical Company (HEP) for a special 
feed-in tariff, with an expected payback period of no more 
than 10 years.

CASE STUDY

25
COUNTRIES

With the expansion to SEMED in 2012, 
SBS is now operating in 25 countries in 
south-eastern Europe, eastern Europe 
and the Caucasus, Central Asia, Russia 
and SEMED

CONNECTING EUROPE AND ASIA 
Turkey

The EBRD’s participation in a landmark transaction 
in Turkey will see a major infrastructure project – the 
Eurasia Tunnel – built under the Bosphorus straits. The 
EBRD’s US$ 150 million loan (€114 million equivalent) 
will complete the US$ 1.4 billion (€1.1 billion equivalent) 
financing together with a US$ 350 million loan (€265 
million equivalent) from the EIB and a package of financing 
and guarantees from Korea’s Eximbank and K-Sure with 
SMBC, Standard Charter and Mizuho participation. The 
hedging facility for the transaction is provided by some of 
the lenders as well as Deutsche Bank.
The Eurasia Tunnel is designed to improve traffic 
management in this highly congested city of 13 million, 
on completion in 2017. It will connect Istanbul’s European 
and Anatolian sides – and, wider, Turkey’s European and 
Asian road networks. As the first major PPP in the road 
sector with predominantly foreign financing, it will open 
the way for the financing of Turkey’s impressive pipeline of 
infrastructure projects.

CASE STUDY
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TRANSPORT
The EBRD supports the development of efficient, reliable and 
secure transport systems in its countries of operations along 
predominantly six lines of transport: aviation, ports, railways, 
roads, shipping and logistics. 

For the last four years, its investment in the transport sector 
has consistently been in excess of €1 billion annually. The 
Bank signed 26 transactions in 2012 for a total EBRD 
commitment of €1.3 billion. New business was geographically 
and sectorally diverse, ranging from relatively small road 
improvement projects in early transition countries such as 
Tajikistan, to large infrastructure projects in Turkey and Russia 
that will shape those regions for decades to come.

The development of safe and efficient transport networks 
is fundamental to economic growth and well-functioning 
markets in the EBRD’s region. The Bank’s activities in 2012 
continued to focus on actively addressing the constraints 
on commercial activity and competitiveness caused by 
inadequate transport systems, with a particular emphasis 
on supporting public-private partnerships (PPPs) and private 
sector operations. The proportion of financing to sovereign 
clients increased slightly from 40 per cent in 2011 to 50 per 
cent in 2012, largely as a result of the Bank’s €107.7 million 
loan to the government of Kazakhstan for upgrading the 
Shymkent-Tashkent Road. While the Bank’s transport sector 
projects continued to mobilise significant co-financing with 
other international financial institutions (IFIs) such as the 
European Investment Bank (EIB), 2012 saw a substantial 
step-up in private capital mobilisation. 

Sustainability is a key investment theme for the Bank in 
the transport sector. In addition to securing the financial 
sustainability of transport operators through measures such 
as corporate governance improvements, sector reform and 
policy dialogue, the Bank also focuses on environmentally 
responsive and sustainable transport systems. Key elements 
of the Bank’s impact in this sector include regional integration, 
intermodal transport systems, energy efficiency, road safety 
and stakeholder engagement. 

ROAD
The road sector provided two of the Bank’s largest 
infrastructure projects during 2012, with a €200 million 
transaction for the Western High Speed Diameter (WHSD) 
project in St Petersburg, Russia, and €114 million for the 
Eurasia Tunnel in Turkey. Both projects pioneer the use of PPP 
in their respective markets. The WHSD project will divert up 
to 140,000 vehicles a day from the city centre and connect 
the city’s major commercial port with the St Petersburg Ring 
Road in the south and with the Scandinavia motorway to 
Finland in the north. The Eurasia Tunnel will be constructed 
under the Bosphorus straits to address growing congestion 
in the Istanbul region, strengthening Istanbul’s position as an 
international air hub by allowing faster transport possibilities 
from airports on either side of the Bosphorus (refer to box on 
page 25).

Smaller road transactions signed in 2012 included projects 
in Albania, Armenia, Bosnia and Herzegovina, Moldova and 
Tajikistan. The impact of these projects – including the Bank’s 
role in mobilising co-financing – is illustrated by the Armenia 
Northern Corridor Modernisation Project to modernise cross-
border infrastructure at Bagratashen on Armenia’s frontier  
with Georgia. 

RAIL
The Bank’s largest rail sector project in 2012 was a €95 
million sovereign-guaranteed loan to JSC Serbia Railways for 
the rehabilitation of sections of Corridor X, the main north-
south route running through Serbia and a key regional link 
with neighbouring countries. Other sovereign loans signed 
in 2012 include support for the emergency rehabilitation 
of rail infrastructure in Montenegro, and a commitment of 
approximately €100 million in FYR Macedonia for railway 
corridor rehabilitation and the purchase of modern, energy-
efficient rolling stock. In Serbia and FYR Macedonia in 
particular, the Bank has engaged with the rail companies 
and supported their efforts to build capacity on energy 
management through technical cooperation funds for the 
implementation of energy management systems.

Rolling stock renewal is also the objective of the Bank’s 
additional €47 million loan to the State Administration for 
Railway Transport of Ukraine. This funding increases the loan 
to one of a similar size and purpose provided by the Bank in 
2009, demonstrating the progress of sector reform achieved 
by the national rail operator with the EBRD’s support.

Underlining the importance of private sector participation 
in the reform of railways in the EBRD’s region, as well as its 
ability to mobilise local currency financing, the Bank signed 
up to a 2.5 billion Russian rouble loan (€60 million equivalent) 
to Globaltrans to assist one of Russia’s leading private 
freight trail transportation groups in the modernisation of the 
Russian freight rail industry. This is the EBRD’s first rouble-
denominated transaction using the Roisfix index. 2012 also 
saw the EBRD participate in Brunswick Rail’s US$ 600 million 
Eurobond debut, with an amount of US$ 25 million 
(€19 million equivalent). 

MARITIME AND INTERMODAL
The maritime and intermodal sectors offer significant growth 
potential in many of the EBRD’s countries of operations, and 
the Bank continued to support liberalised transport activities 
and privatisation in 2012 through investments to remove 
capacity constraints and drive down supply chain costs. Key 
projects signed during the year included a €32 million loan for 
the expansion of container handling operations at Klaipeda 
port, Lithuania, providing additional gateway capacity for 
Lithuania and transit markets, and transforming the current 
terminal into a regional trans-shipment hub at the leading 
edge of port technologies. In the Autonomous Republic of 
Crimea, Ukraine, the Bank is extending a US$ 10 million loan 
(€7.6 million equivalent) to the Sevastapol-based shipping 
company Yugreftransflot to support the acquisition of two 
multi-purpose dry cargo vessels.
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AVIATION
The EBRD increased its activities in the aviation sector in 
2012 with the approval of two projects representing a total 
commitment of €111.2 million. In Ukraine, the Bank provided 
a €41.2 million loan to UkSATSE, the Ukrainian air navigation 
services provider, to finance the technological update of its 
equipment and operations to comply with European industry 
standards and in Turkey supported private sector engagement 
in the development of a new domestic passenger terminal at 
Izmir Airport with a €145 million syndicated loan. 

BOOSTING TOURISM INFRASTRUCTURE
Croatia

The EBRD is financing the expansion of ferry and 
cruise passenger operations in a country looking to 
accommodate growing tourism. This contract is expected 
to be tendered towards the end of 2013 and awarded in 
early 2014. The works will be carried out over a three-year 
period and are expected to be completed in early 2017.

The €18.8 million sovereign-guaranteed loan to the Port 
of Split Authority will be used to extend and reconfigure 
the passenger wharves. 

At present, Split is unable to benefit from growing cruise 
traffic due to its inadequate berthing infrastructure. The 
extension and rehabilitation of the wharves will increase 
capacity to enable handling of large and medium-sized 
ships and relieve congestion at the existing ferry berths. 

The project will also enable the Port of Split to become 
the first cruise port member of EcoPort in the Adriatic 
Sea and the first port to receive Port Environmental 
Review System (PERS) certification in the EBRD region, 
both factors which should have a positive demonstration 
effect in the region. 

CASE STUDY

DONOR COMMUNITY
The generosity of the Bank’s donor community underpins 
the ability to provide significant support to the transport 
sector, ensuring the successful delivery of key transport 
infrastructure projects and sector reform. For further 
information, refer to the Donor Report 2013. The EBRD’s 
donors provided total funding of €14 million during 2011 
covering all subsectors and supporting 25 assignments. 

DELIVERING IMPACT THROUGH THE NEW  
MEI STRATEGY

Under its new strategy, MEI will afford even greater 
tangible benefits across the region. The three pillars  
of MEI will remain as decentralisation (to be responsive  
to people’s aspirations as citizens), commercialisation  
(to promote efficient services assisting people as 
economic agents), and environmental improvement 
including climate change mitigation (to address people’s 
concerns as infrastructure users).

Beyond these pillars, the new strategy seeks to 
mainstream certain areas of focus, in particular policy 
dialogue to leverage transition, robust measurement 
of results, more work with smaller municipalities, 
gender and inclusion building on MEI’s early 
successes, and climate change mitigation to 
support resilience measures.

This agenda faces challenges due to economic 
conditions, public budget constraints and the dearth 
of commercial capital, which makes the financing of 
infrastructure projects more difficult. MEI therefore will 
continue to mobilise partners, notably donors without 
which MEI would not exist; the European Union whose 
structural funds as well as environmental standards have 
a major impact; and other IFIs.

CASE STUDY
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MUNICIPAL AND ENVIRONMENTAL 
INFRASTRUCTURE
The Bank’s operations in the municipal and environmental 
infrastructure (MEI) sector make a significant difference 
to people’s welfare and quality of life by helping local 
governments and private operators deliver essential urban 
services such as water and wastewater, public transport, 
urban roads and lighting, solid waste management, district 
heating and energy efficiency. 

The Bank financed 33 projects in the MEI sector during 
2012 (2011: 35 transactions), representing a total EBRD 
commitment of €554 million (2011: €596 million) and 
leveraging significant volumes of loan and grant co-financing 
from the European Union and other sources (€895 million in 
2012). The integrated use of technical cooperation and policy 
dialogue alongside these investments continued to form a 
key part of the Bank’s work in the MEI sector, and important 
progress was also made during the year to develop the 
EBRD’s role and project pipeline in the SEMED countries. The 
Bank’s continued commitment to innovation, transition and 
sustainability in the MEI sector was underlined by the approval 
of its new MEI strategy in June 2012.

The EBRD’s countries of operations face significant 
challenges in their municipal infrastructure due to decades 
of under-investment, limited access to finance as a result of 
the economic crisis, and emerging sustainability pressures 
such as urbanisation, water scarcity and climate resilience. 
An estimated 26 million people in the EBRD’s region do not 
have access to an improved water supply; 86 million only 
have access to sub-standard or shared sanitation; and tens 
of thousands of towns and cities await rehabilitation of their 
district heating systems on which many people in the EBRD’s 
countries of operations depend. Although the Bank’s potential 
recipient countries – Egypt, Jordan, Morocco and Tunisia  
– have a very different set of needs compared with other parts 
of the EBRD’s region, the challenges – and opportunities  
– are no less significant.

The EBRD helps its clients to respond to people’s needs 
for municipal and environmental services through more 
effective, efficient and financially sustainable delivery. Since 
entering the MEI sector in 1994, the EBRD has signed 327 
transactions and committed €5.3 billion of its own resources. 
Since inception, some 220 cities across the EBRD region have 
benefited from an MEI investment. 

Donor generosity continues to be central to the Bank’s 
operations and impact in the MEI sector. (Refer to the 
Donor Report 2013.)

WATER AND WASTEWATER
Projects in the water and wastewater sector accounted for 
around 40 per cent of MEI operations signed in 2012, a clear 
increase from 2011. The Bank signed 25 projects during the 
year for a total commitment of €228 million to improve the 
quality and efficiency of drinking water, sewage and effluent 
treatment services for under-served populations in Belarus, 
Bosnia and Herzegovina, Croatia, Kazakhstan, the Kyrgyz 
Republic, Romania, Serbia, Tajikistan, Turkey and Ukraine. 
In Romania, the Bank’s strategy focused on helping regional 
water companies access grant funding from the EU Cohesion 
Fund and align their water and wastewater services with EU 
standards: the Bank’s operations mobilised over €560 million 
in such grant co-financing in 2012 (2011: €642 million). New 
transactions in 2012 included the Bank’s first ever major 

project in the Crimean Republic in Ukraine: a €10 million loan 
for water and wastewater infrastructure that will help to clean 
up the Black Sea resort area in the Greater Yalta region.

The transition impact of the Bank’s operations in the water 
and wastewater sector continued to be significant. The Crimea 
project, for example, will not only improve people’s access 
to quality services and address important environmental 
and health issues, but will also improve the efficiency and 
competitiveness of the utility through the implementation 
of a new tariff methodology and meter-based billing for all 
customers. In Tajikistan, the transactions signed by the 
Bank in 2012 are part of a longer-term EBRD programme of 
upgrading the country’s water supply systems in 23 cities: 
making safe drinking water available to 960,000 people, 
and helping water companies improve their performance 
through better corporate governance, transparency and 
financial sustainability.

URBAN TRANSPORT
Repeating the trend of 2011, urban transport represented 
a third of MEI’s investments in 2012 with €191 million 
committed (representing 34 per cent of total commitments) 
across six operations. The EBRD’s activities in the urban 
transport sector continued to focus on green investments 
that maximise energy efficiency or low-carbon transport. 
The Bank’s €20 million loan to the Romanian city of Arad, 
for example, includes the acquisition of new energy-efficient 
trams, the modernisation of the main depot infrastructure and 
the introduction of e-ticketing. 

ENERGY EFFICIENCY
The EBRD committed a total of €113 million to five energy 
efficiency projects in 2012. The sector provides significant 
opportunities to improve people’s lives through more 
efficient and reliable services that also help to mitigate and 
adapt to climate change. For this reason, the Bank focuses 
on innovative projects where technical cooperation, policy 
dialogue and sector reform play a key role alongside  
capital investment.

Notable projects in 2012 include two projects in district 
heating and waste-to-energy with the city of Aktau, 
Kazakhstan, where the Bank is providing much-needed 
local currency financing that will also mobilise significant 
co-investment from the multilateral Clean Technology Fund 
(CTF). The Aktau water and district heating company will 
receive an EBRD loan of up to 1.2 billion Kazakh tenge (€6 
million equivalent) and up to US$ 4.3 million (€3.2 million 
equivalent) from the CTF to modernise the city’s infrastructure 
and so reduce energy losses, lower carbon emissions and 
improve environmental standards. The Bank is also extending 
a 2.4 billion Kazakh tenge (€12.7 million equivalent) loan to 
establish a modern integrated waste management facility 
that will generate electricity from landfill gas recovery and the 
anaerobic digestion of organic waste. The CTF is co-financing 
this project with an US$ 8 million (€6 million equivalent) loan. 
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DELIVERING MODERN HEATING SYSTEMS 
Russia

The EBRD is providing up to 3 billion roubles (€75 million 
equivalent) to modernise and increase the energy 
efficiency of district heating systems in a permafrost 
area in the Far Eastern part of Russia, where the heating 
season lasts 10 months a year and winter temperatures 
drop to minus 50 degrees Celsius for extended periods. 
The proceeds of the Bank’s 13-year loan will fund a 
capital investment programme in a number of northern 
settlements in the Republic of Sakha, also known 
as Yakutia. 

The cost of heating services per square metre in Yakutia 
is the highest in Russia. Fuel and transport account for 
75 per cent of such operational costs. But there is a 
large potential for savings, particularly if locally sourced 
fuels can substitute expensive sea-borne oil supplies. In 
particular, the loan will finance the replacement of both 
heat-generating facilities and heat-distribution systems in 
the ports of Tiksi and Cherskiy in the Arctic region. 

These two ports provide a lifeline for remote inland 
communities, storing supplies that are shipped by sea 
during the summer for onward transportation into the 
interior along frozen roads once winter sets in. Due to the 
permafrost, no roads exist for the rest of the year.

CASE STUDY

SUPPORTING PRIVATE SECTOR PARTICIPATION
Egypt

In 2012, the EBRD initiated an equity investment in the 
New Cairo wastewater treatment plant in Egypt, one of 
the country’s first public-private partnerships (PPPs). 
Developed by the government of Egypt, the project is  
a 20-year concession to build, own and operate a  
€101 million, 250,000 m3 per day wastewater treatment 
plant which was awarded to Orasqualia in 2008.

The presence of the EBRD in the concessionaire 
is expected to be a stabilising force with strong 
demonstration effects to ensure the success of this  
PPP in the post- “Arab uprising” era. It should also 
enhance the prospects for Egypt’s ambitious PPP 
programme, which is at the core of the Bank’s approach  
to infrastructure in the country.

CASE STUDY

SMALLER MUNICIPALITIES
The EBRD continued to expand its focus on smaller 
municipalities in 2012. Many smaller municipalities in the 
Bank’s countries of operations face specific challenges 
in financing the renewal and improvement of public 
infrastructure, requiring innovative responses to support 
project preparation as well as access to finance, ideally in 
local currency. Where affordability issues are at play,  
the Bank works with donors such as the EU Investment  
Facility for Central Asia (IFCA), the Netherlands, the EBRD 
Shareholder Special Fund and Switzerland, sometimes 
through framework approaches, to ensure the most  
efficient use of scarce grant resources. 

In 2012 MEI also pioneered regional risk-sharing facilities 
involving commercial banks in order to extend the EBRD’s 
reach while upholding high standards.

A key project in 2012 in this respect was a municipal 
infrastructure facility of up to 3,900 million Russian roubles 
(€95 million equivalent) with Raiffeisen Bank Russia (RBRU)  
to finance small and mid-sized municipal infrastructure 
projects in Russia (see also the Donor Report 2013).
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POWER AND ENERGY
2012 was a sobering year for the power sector. Not only was 
it the final year of the first Kyoto Protocol commitment period 
it was also the year in which the International Energy Agency 
announced that annual global CO2 emissions from fossil fuel 
combustion had reached a record high. In this context there 
was a continuing trend of worsening availability of capital for 
major investments and pushback in many countries against 
renewable energy subsidies.

Despite these headwinds the EBRD invested nearly 
€1.1 billion in 24 projects across 13 different countries. 
Amid growing regulatory uncertainty in many countries, 
more than half of those transactions were investments in 
renewable power generation – 14 projects totalling more 
than €300 million. The bulk of the rest were in conventional 
generation, with two investments in transmission and 
distribution networks.

RENEWABLES
Decarbonising the electricity sector is an essential part of 
the long-term transition to a low-carbon economy. This is a 
lengthy and increasingly challenging process, particularly as 
the percentage of renewables in electricity supply reaches 
levels that create significant demands for backup power and 
network capacity. For the EBRD the initial challenge is to 
help establish the first renewables projects in its region – to 
build confidence among investors, regulators and industry 
participants that such projects can be implemented. Then 
the EBRD’s role is to support the roll-out of such projects, 
helping them become routine and widely accepted. Lastly the 
EBRD works to entrench and optimise the renewables sector 
– supporting updated regulatory frameworks, more diverse 
financing techniques and a mature, liquid market. The goal 
is that renewable energy ceases to be a niche area, reliant 
on subsidies and special treatment, and instead becomes 
a participant in the energy market on equal terms with 
conventional generation.

The EBRD’s activities in 2012 spanned this entire range. 
Notably the Bank financed the first ever wind farm in Mongolia 
(see case study) as well its first wind farm and first solar 
project in Ukraine. The Ukrainian projects are closely linked 
to years of policy dialogue and technical cooperation. The 
€4 million funding for a 4.5 MW solar project in Vinnitsa, south 
Ukraine, was also a landmark as the EBRD’s first solar project 
– in a sector that is becoming increasingly mainstream.

In more mature markets the EBRD funded a series of large 
wind farms, maintaining the momentum of this sector amid 
the challenges of capital scarcity and regulatory uncertainty. 
Elsewhere the EBRD continued to make good use of 
sustainable energy frameworks to fund small-scale renewable 
projects, notably a further four small hydropower projects in 
the Western Balkans and a biomass project in Croatia.

GENERATING RENEWABLE ENERGY
Mongolia

Mongolia is famous for its mineral wealth. Its great 
potential for renewable energy is less well known 
– notably it has exceptional wind resources and no 
shortage of space to install turbines. But it is also still a 
developing country, with great challenges of affordability 
in the energy sector. In March 2012 the EBRD signed a 
US$ 42 million loan (€31.8 million equivalent) and 
US$ 4 million (€3 million equivalent) equity investment 
in the construction of the 50 MW Salkhit wind farm, 
70 km outside Ulaanbaatar, sponsored by the 
Mongolian Newcom Group.

This investment is the culmination of five years of 
interlinked investment, policy dialogue and technical 
cooperation: in 2007 the EBRD began by providing  
donor-funded consultancy support to the sponsor for  
the environmental and social assessment and the 
Mongolian authorities to prepare the regulatory 
framework and define the potential and obstacles.  
Then in 2009 the EBRD invested US$ 700,000 
(€530,000 equivalent) alongside the Newcom Group, 
working with the sponsor and the Mongolian authorities 
to develop the details of the project and to refine the 
power purchase arrangements. Finally in March 2012  
the EBRD signed the full construction financing.

Not only is the Salkhit wind farm the first renewable 
power project in Mongolia it is also the first private power 
project and the first limited-recourse project financing in 
the country. A transaction such as this demonstrates the 
role an institution like the EBRD can play, by combining 
credibility as an interlocutor with governments, the ability 
to mobilise technical consultancy and a willingness 
to commit capital, all in the context of a long-term 
commitment to the country.

CASE STUDY
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CONVENTIONAL GENERATION –  
THE MODERNISATION CHALLENGE
Despite the recent surge in renewables, conventional 
generation remains the backbone of the power system.  
In the EBRD’s countries of operations it is therefore crucial to 
renew ageing infrastructure in order to ensure a supply that is 
sustainable, affordable and secure. A landmark transaction 
in this context was the EBRD’s 4 billion Russian rouble (€100 
million equivalent) loan to Russia’s Far East Energy Company, 
which is responsible for providing heat and power in eastern 
Siberia. The loan will fund the construction of a state-of-
the-art gas-fired combined heat and power plant at the port 
of Vladivostok to replace decades-old coal-fired capacity. 
It will be the first new plant built in the region in the last 30 
years and will result in major environmental improvements 
– reducing CO2 emissions by 700,000 tonnes annually and 
dramatically cutting emissions of local pollutants such as dust 
and nitrogen oxides.

The modernisation of the power sector requires more than 
just physical renewal. The right role needs to be found for the 
private sector and for commercial incentives to drive efficiency 
and innovation. The EBRD’s transition mandate recognises 
this close link between market structures and physical 
outcomes. Another 2012 transaction in the Russian power 
sector reflected this agenda directly: namely a 9.6 billion 
Russian rouble (€240 million equivalent) convertible loan to 
the state-owned generator InterRAO. The loan is linked to a 
package of corporate governance and environmental reforms 
geared to prepare the company for a possible international 
public offering.

NEW BEGINNINGS – THE SOUTHERN AND 
EASTERN MEDITERRANEAN
2012 was also the year in which the EBRD started operating 
in four countries in the SEMED region. In these countries the 
power sector presents enormous challenges – the young, 
growing societies of the region are driving demand up, high 
subsidy levels obstruct both energy efficiency and investment 
incentives, and the nexus between water and energy is 
particularly acute. At the same time the region has some of 
the best wind and solar resources in the world.

The EBRD signed its first power transaction in the new region 
of operations in December. Alongside the US Overseas Private 
Investment Corporation, the EBRD provided €125 million of 
debt and hedging facilities to the AES-Mitsui sponsored Al 
Manakher IPP4 power project in Jordan. This 240 MW plant 
will use state-of-the-art engine technology to provide highly 
flexible peaking power – capable of responding rapidly to 
changes in demand. This will meet Jordan’s urgent need for 
power, as its growing society and economy strain the existing 
system beyond its capacity. But in the medium term the plant 
is also essential to facilitate Jordan’s ambitious programme to 
install over 1 GW of renewable capacity by 2020. Jordan has 
great potential in this area – it is particularly suited to solar 
power but the intermittency of wind and solar requires highly 
flexible backup power such as that provided by IPP4.

As in previous years the range of the EBRD’s activities in the 
power sector spanned countries of operations that are early 
or advanced in the transition process and that have many 
different challenges. But common themes emerge – the 
urgency of the decarbonisation agenda, the challenge of 
integrating new sources of energy, the difficulty of finding the 
right market and regulatory framework for such a complex 
sector and the scale of investment needs. These themes will 
dominate the EBRD’s work in this area in 2013 and beyond.
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Natural resources
For those countries with natural resources, production can be 
a major contributor to economic growth. In addition, to sustain 
development, all countries need safe and secure access to 
clean and efficient fuel. 

this is a vital sector for many transition countries. the Bank’s 
operations within natural resources encompass all upstream, 
midstream and downstream activities in the hydrocarbon and 
mining sectors.

About one-third of the EBRD’s projects are in the “resource-
rich” countries of Russia and Central Asia, and for those 
countries the development of these resources contributes 
greatly to economic growth and social development. 

As in previous years, in 2012 the EBRD continued its focus on 
the following critical issues: improved environmental, social, 
corporate governance, transparency standards, enhanced 
energy efficiency and energy security. 

Although still representing a smaller proportion of the natural 
resources portfolio, the EBRD has also continued expanding 
its involvement in the mining sector. the mining sector is 
a major contributor to economic growth in several of the 
EBRD’s countries of operations, with many local communities 
often being entirely dependent on it for their livelihood. this 
applies particularly to countries such as Russia, Mongolia or 
the Kyrgyz Republic where mining is not only one of the main 
contributors to economic growth and fiscal revenues but also 
a major source of export revenues. 

But the potential benefits from relying on natural resources 
are dependent on the extractive industries and associated 
revenues being developed and managed responsibly. In 
2012, the EBRD concluded its first Mining policy, distinct 
from its existing Energy policy, incorporating these concepts 
of responsible development. over the last two decades, 
international understanding of how drilling and mining 
operations can be better run has improved, with more 
attention to sustainability. Best practices in addressing 
environmental, health and safety and social issues have made 
significant advances, and good governance and economic 
management are now regarded as key issues. For example 
the Extractive Industries transparency Initiative (EItI) has 
become the global standard for transparency and reporting 
in this area. In this respect the Bank will continue to focus on 
significant transition challenges that still exist across several 
of its countries of operations, including promoting a balanced 
development of the sector with that of the wider economy, 
the needs of local communities and environmental and social 
considerations, the application of the newest technologies 
and of higher governance standards.

In addition, in 2012 the EBRD again moved to ease the 
pressure posed by continuing financial market turbulence. 
While experiencing high commodity price levels, natural 
resources companies have not been immune to the economic 
crisis. EBRD financing has prevented natural resources 
clients from postponing critical investment plans and from 
compromising on the environmental and energy efficiency 
standards of their investments.

In 2012 the EBRD again signed 17 transactions, for a new 
record overall volume of approximately €673 million in debt 
and equity investments in countries such as Albania, Armenia, 
Belarus, Bulgaria, Kazakhstan, Mongolia, poland, Russia and 
ukraine. these results partly reflect the EBRD’s support in 
these turbulent times to smaller, private companies operating 
in a still state-dominated sector, including a significant 
amount of equity investments. 

Nuclear safety
the EBRD manages six nuclear safety donor funds and their 
associated programmes on behalf of more than 40 donor 
governments who have provided more than €3.5 billion  
for the purpose. In addition the EBRD’s shareholders provide 
€325 million of the Bank’s capital towards the completion  
of projects in Chernobyl.

there have been significant milestones in 2012 and a number 
of important projects have been successfully completed. 
the largest project to be financed is the construction of a 
new Safe Confinement (nSC) to cover the destroyed unit 4 
of Chernobyl nuclear power plant (npp). In november 2012 
the first segment of the arch-shaped confinement was 
assembled at a safe distance from the unit and lifted to an 
intermediate height of 22 metres. the successful operation 
was the culmination of years of meticulous planning, design 
and preparatory works as well as the manufacturing and 
transport of steel elements. Five thousand of the overall 
required 29,000 tonnes of steel have been assembled. 
once completed the nSC will have a span of 257 metres, a 
length of 164 metres and a height of 110 metres and will be 
slid over the destroyed unit. It will protect the environment 
from radioactive materials and provide equipment to safely 
dismantle the existing structure built after the 1986 accident 
and eventually remove the radioactive inventory. Completion 
of the nSC is currently scheduled for the end of 2015.

on 14 September 2012 the nuclear safety programme, 
financed from the northern Dimension Environmental 
partnership (nDEp) nuclear Window, achieved a crucial  
point when the service ship lepse was safely transported 
from its mooring place in Murmansk to a specialised shipyard. 
the lepse is an ageing ship that has in the past been used  
to transport nuclear fuel from and to nuclear submarines  
of the former Soviet northern fleet. For the last few decades, 
however, it has been a floating spent fuel storage vessel, 
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For those countries with natural resources, production can be 
a major contributor to economic growth. In addition, to sustain 
development, all countries need safe and secure access to 
clean and efficient fuel. 

this is a vital sector for many transition countries. the Bank’s 
operations within natural resources encompass all upstream, 
midstream and downstream activities in the hydrocarbon and 
mining sectors.

About one-third of the EBRD’s projects are in the “resource-
rich” countries of Russia and Central Asia, and for those 
countries the development of these resources contributes 
greatly to economic growth and social development. 

As in previous years, in 2012 the EBRD continued its focus on 
the following critical issues: improved environmental, social, 
corporate governance, transparency standards, enhanced 
energy efficiency and energy security. 

Although still representing a smaller proportion of the natural 
resources portfolio, the EBRD has also continued expanding 
its involvement in the mining sector. the mining sector is 
a major contributor to economic growth in several of the 
EBRD’s countries of operations, with many local communities 
often being entirely dependent on it for their livelihood. this 
applies particularly to countries such as Russia, Mongolia or 
the Kyrgyz Republic where mining is not only one of the main 
contributors to economic growth and fiscal revenues but also 
a major source of export revenues. 

But the potential benefits from relying on natural resources 
are dependent on the extractive industries and associated 
revenues being developed and managed responsibly. In 
2012, the EBRD concluded its first Mining policy, distinct 
from its existing Energy policy, incorporating these concepts 
of responsible development. over the last two decades, 
international understanding of how drilling and mining 
operations can be better run has improved, with more 
attention to sustainability. Best practices in addressing 
environmental, health and safety and social issues have made 
significant advances, and good governance and economic 
management are now regarded as key issues. For example 
the Extractive Industries transparency Initiative (EItI) has 
become the global standard for transparency and reporting 
in this area. In this respect the Bank will continue to focus on 
significant transition challenges that still exist across several 
of its countries of operations, including promoting a balanced 
development of the sector with that of the wider economy, 
the needs of local communities and environmental and social 
considerations, the application of the newest technologies 
and of higher governance standards.

In addition, in 2012 the EBRD again moved to ease the 
pressure posed by continuing financial market turbulence. 
While experiencing high commodity price levels, natural 
resources companies have not been immune to the economic 
crisis. EBRD financing has prevented natural resources 
clients from postponing critical investment plans and from 
compromising on the environmental and energy efficiency 
standards of their investments.

In 2012 the EBRD again signed 17 transactions, for a new 
record overall volume of approximately €673 million in debt 
and equity investments in countries such as Albania, Armenia, 
Belarus, Bulgaria, Kazakhstan, Mongolia, poland, Russia and 
ukraine. these results partly reflect the EBRD’s support in 
these turbulent times to smaller, private companies operating 
in a still state-dominated sector, including a significant 
amount of equity investments. 

nucleAr sAfety
the EBRD manages six nuclear safety donor funds and their 
associated programmes on behalf of more than 40 donor 
governments who have provided more than €3.5 billion  
for the purpose. In addition the EBRD’s shareholders provide 
€325 million of the Bank’s capital towards the completion  
of projects in Chernobyl.

there have been significant milestones in 2012 and a number 
of important projects have been successfully completed. 
the largest project to be financed is the construction of a 
new Safe Confinement (nSC) to cover the destroyed unit 4 
of Chernobyl nuclear power plant (npp). In november 2012 
the first segment of the arch-shaped confinement was 
assembled at a safe distance from the unit and lifted to an 
intermediate height of 22 metres. the successful operation 
was the culmination of years of meticulous planning, design 
and preparatory works as well as the manufacturing and 
transport of steel elements. Five thousand of the overall 
required 29,000 tonnes of steel have been assembled. 
once completed the nSC will have a span of 257 metres, a 
length of 164 metres and a height of 110 metres and will be 
slid over the destroyed unit. It will protect the environment 
from radioactive materials and provide equipment to safely 
dismantle the existing structure built after the 1986 accident 
and eventually remove the radioactive inventory. Completion 
of the nSC is currently scheduled for the end of 2015.

on 14 September 2012 the nuclear safety programme, 
financed from the northern Dimension Environmental 
partnership (nDEp) nuclear Window, achieved a crucial  
point when the service ship lepse was safely transported 
from its mooring place in Murmansk to a specialised shipyard. 
the lepse is an ageing ship that has in the past been used  
to transport nuclear fuel from and to nuclear submarines  
of the former Soviet northern fleet. For the last few decades, 
however, it has been a floating spent fuel storage vessel, 

develOping One Of eurOpe’s  
lArgest OnsHOre Oilfields
Albania

In Albania, a second tranche funding of uS$ 25 
million (€19 million equivalent) was approved for the 
development of the patos Marinza oilfield in parallel 
with the International Finance Corporation (IFC), 
following on an initial loan of a like amount made by 
each party in 2010. patos Marinza is one of the largest 
onshore oilfields in Europe and one of the main points 
of investment in Albania. While the fields are a key 
national resource, the heavy oil nature of the deposit 
and substantial legacy of environmental damage have 
required the technological and organisational capabilities 
brought by project sponsor Bankers petroleum alongside 
the environmental, health and safety and social 
development support of the EBRD and the IFC.

cAse studycrammed full of submarine fuel in a wide range of conditions. 
For many years Russian and international experts have 
discussed how to safely retrieve the fuel and radwaste from 
the ship and dismantle the contaminated structures. once 
nDEp donors decided to fund the project a concrete plan of 
action was developed. towing of the ship, which was done 
following a thorough safety assessment, is the first step in  
the process and removes a very serious safety hazard in  
the Murmansk area. 

Early in 2012 the new interim spent fuel storage facility at 
the Kozloduy npp was completed. It has been constructed 
with funds from the EBRD-managed Kozloduy International 
Decommissioning Support Fund and will provide medium-
term storage for 6,000 fuel assemblies stemming from units 
1 to 4 of the power plant. Being able to remove spent fuel from 
the reactor buildings and to store them safely and securely is 
a key prerequisite for the decommissioning of the units which 
Bulgaria has shut early as part of its Eu accession agreement. 

In addition to Bulgaria, the Bank carries out decommissioning 
support programmes in the Slovak Republic and lithuania, 
countries which have also shut down early npps of outdated 
Soviet design. the decommissioning support programmes 
do, however, not only assist with the safe decommissioning 
of the plants but also support energy sector projects to 
help the recipient countries cope with the loss of electricity-
generating capacity. In lithuania, the programme achieved 
a very important goal with the completion of an efficient 450 
MW combined-cycle gas-fired power plant. the plant is funded 
with an EBRD loan, commercial loans, lithuanian funds and 
a grant of €165 million from the Ignalina Decommissioning 
Support Fund. the project was completed within budget and 
on schedule.

€3.5
BIllIon

the EBRD manages six 
nuclear safety donor 
funds and their associated 
programmes on behalf 
of more than 40 donor 
governments who have 
provided more than €3.5 
billion for the purpose.




