
34 EBRD  
ANNUAL REPORT 2012

D
O

N
O

R
 AC

TIVITIES
 AN

D
 P

O
LIC

Y IN
ITIATIVES

 

DONOR ACTIVITIES 
AND POLICY INITIATIVES

 35  Donor funding in 2012
 35  Donor partnerships
 36  Sustainable Energy Initiative
 37  Food security
 37  Local Currency and Capital Markets Development Initiative
 37  Gender
 37  Early Transition Countries Initiative
 38  Western Balkans

CASE STUDY
REDUCING CARBON EMISSIONS
Ukraine

The EBRD has provided €13.3 million for a wind farm in western Ukraine to improve 
power-supply reliability and reduce carbon dioxide emissions. The loan showcases the SEI 
integrated approach to sustainable energy including policy dialogue, project funding and 
global climate finance. The financing consists of a €9.5 million loan from the EBRD and 
€3.8 million loan from the Clean Technology Fund (CTF). Eco-Optima, the company 
implementing the project, will use the funds to build and operate a wind farm with a capacity 
of 12.5 MW, supplying power to more than 10,000 households. When the plant becomes 
fully operational, the expected carbon emission reductions will amount to about 26,000 
tonnes a year. 

This is the first project under the €70 million EBRD-led Ukraine Sustainable Energy Lending 
Facility, which aims to foster private sector renewable energy projects in Ukraine. The EBRD 
contributes €50 million and €20 million comes from the CTF, with the Global Environment 
Facility (GEF) providing €5.7 million of technical assistance funding for project preparation 
and regulatory work. 
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Climate change, sustainable energy, food security, 
opportunities for women and access to local currency  
finance are key investment themes and reform priorities 
across all parts of the EBRD’s region. But the EBRD’s 
countries of operations vary widely in their transition 
challenges, requiring in-depth country knowledge and 
targeted geographical initiatives to overcome the obstacles 
to recovery and growth. The Bank works closely with its  
donor governments to apply catalytic grant funding to 
initiatives and operations where it can have the greatest 
added value and impact. 

DONOR FUNDING IN 2012
Close donor relations and access to donor grants remained 
vitally important for the Bank’s activities across its region of 
operations in 2012. Twenty-three bilateral and multilateral 
donors contributed almost €178 million. This funding helps 
to extend the range and depth of the Bank’s investments, 
balancing risks and rewards, temporarily compensating for 
market failures and supporting the development of market-
based institutions, skills and behaviour. The EBRD’s donor 
funds portfolio is currently weighted towards bilateral (80 per 
cent by volume) and project-specific (62 per cent by funding). 
Last year donor funding supported 562 technical cooperation 
projects for €128.7 million.  

The European Union (EU) is the EBRD’s largest single donor, 
contributing 45 per cent of donor funding received over the 
last five years in support of the Bank’s activities across the 
EBRD region. In 2012 the EU provided support worth over €92 
million, over half of the donor funding provided to the EBRD. 
Bank projects in EU member states have also benefited from 
funding provided through the Structural and Cohesion Funds. 
In recent years EU funding has increasingly been channelled 
through a number of regional facilities created to blend EU 
grants with investment financing from European financial 
institutions. These facilities include the: Neighbourhood 
Investment Facility, the Investment Facility for Central Asia 
and the Western Balkans Investment Framework. 

In 2012 the EBRD Shareholder Special Fund (SSF) continued 
to complement contributions from donors with total 
commitments of €35.3 million for 166 projects. 

For more detailed information on the donors involved, see 
Donor Report 2013.

DONOR PARTNERSHIPS
Generous donor support enabled the Bank to start technical 
cooperation (TC) activities in the SEMED region in 2011, and 
this activity stepped up significantly in 2012. Funding for 
around 60 TC projects was approved during the year, and over 
€25 million worth of TC projects was in the implementation 
and procurement process as of the year end. Through this 
funding, the EBRD is providing expertise to SMEs. The 
Bank is also focusing on project preparation in order to be 
ready for investments. One such project is the agribusiness 
framework established during 2012 in all four countries with 
companies in the food sector, and a local enterprise facility 
to prepare small direct financing operations. Other projects 
that commenced in 2012 include preparing for investments in 
utility companies in Jordan and Morocco.

The Bank carried out numerous sector assessments in 
2012 focusing on issues such as private sector transport 
opportunities in Egypt, Morocco, Tunisia, and Jordan, market 
demand studies for sustainable energy investments in all 
four countries; and a commercial law assessment completed 
for Egypt and more are under way in Morocco, Tunisia and 
Jordan. Capacity building activities carried out or begun in 
2012 include training of professionals of potential partner 
banks, technical assistance to banks to improve microfinance 
products and risk and balance sheet management. 

The Bank is working closely with other IFIs, especially the 
Arab Monetary Fund, in a local capital market development 
initiative. This is a longer-term proposition but a particularly 
important area if there is to be sustainable funding for 
investment and growth.
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SUSTAINABLE ENERGY INITIATIVE
Climate change mitigation and sustainable energy are 
key tenets of the EBRD’s strategy throughout its region of 
operations. The EBRD’s Sustainable Energy Initiative (SEI) 
aims to mitigate and adapt to climate change and improve 
energy efficiency.

In 2012 the Bank’s SEI performed strongly, achieving €2.3 
billion of investment, with a total project value of €13.9 billion. 
This will result in 8.8 million tonnes of annual CO2 emissions 
reductions and a saving of 2.79 million tonnes of oil equivalent 
in energy consumption. SEI investments accounted for 26 
per cent of the Bank’s total annual business volume (ABV) 
and were spread evenly across a broad range of sectors and 
countries. Of particular note in 2012 was that the SEI passed 
the €10 billion EBRD investments mark since beginning  
in 2006, and also the signing of the first SEI project in  
the southern and eastern Mediterranean (SEMED) region,  
in Morocco. Donors have contributed greatly to the success  
of the SEI, with over €201 million in technical cooperation  
(TC) funding.

The EU, key donor to the SEI, is scaling up its contribution,  
not only for technical assistance but also for grant co-
financing, in particular through frameworks such as the 
Neighbourhood Investment Facility (both in the eastern and 
SEMED region), the Investment Facility for Central Asia, and 
pilot projects with Structural Funds.

SEI 3
2012 was the first year of the SEI (Phase) 3 which will operate 
from 2012 to 2014, and will work in the following two ways:

•	 further development of energy efficiency and climate 
change mitigation, including: industrial energy efficiency, 
sustainable energy financing facilities, cleaner energy 
supply, renewable energy, municipal infrastructure energy 
efficiency, support to carbon market development, 
building energy efficiency and energy service companies 
(ESCOs) activity

•	 increased emphasis on climate change adaptation 
reflecting the likelihood of a significant rise in temperature, 
independent of further mitigating action, and the relevance 
of adaptation issues in the SEMED region.

The following targets were adopted for SEI 3:

•	 financing target of €4.5 to €6.5 billion

•	 annual carbon emissions target of 26 to 32 million tonnes.

SEI 3 continues relying on the EBRD’s proven business model 
for sustainable energy finance, which combines investments 
with technical assistance and policy dialogue. 

INVESTING IN SUSTAINABLE ENERGY IN A CRISIS 
ENVIRONMENT
2012 saw a reduction in the SEI volume and the share of 
EBRD annual business volume (ABV) compared with 2011 
(from 29 per cent in 2011 to 26 per cent in 2012). This was 
primarily driven by a strong fall in investments in renewable 
energy, which suffered owing to the economic crisis and 
austerity measures across the regions. Nevertheless, 2012 
was notable for the first project-financed renewables projects 
being signed in Ukraine (see case study on page 34).
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In response to the reduction in renewable energy investment 
volume, the EBRD managed to increase those of its 
sustainable energy investments directed towards municipal, 
transport and industry/agribusiness, by increasing client 
support to enhance projects with sustainable energy aspects.

Rather than fewer large projects, the EBRD found SEI volume 
in a wider range of smaller projects. While the SEI share 
of ABV was reduced, the share of EBRD projects with SEI 
elements increased from 29 per cent to 35 per cent. This was 
driven by higher SEI investments in transport and municipal 
infrastructure, as well as the industrial sector.

DEVELOPING A HOLISTIC APPROACH  
TO SUSTAINABLE RESOURCE MANAGEMENT
The imperative to address resource efficiency is now a 
global priority in a way that few predicted even a decade ago. 
Within the business culture – and in the EBRD countries of 
operations, the transition culture – little attention was paid to 
resource efficiency and waste generation went unchecked. 

Long-term sustainable economic development in an era of 
growing scarcity of resources is fully dependent on making 
use of these resources in the most efficient way possible. 
Nevertheless, in the Bank’s region the development of these 
legislative frameworks and management capacity for resource 
efficiency remain weak, and are sometimes lacking altogether.

Recognising these challenges, the EBRD is in the process of 
developing and launching a Sustainable Resource Initiative, 
based on the proven SEI model, and set to be approved in 
2013. It plans to add water and materials use within a 
holistic framework.

For more information, go to: www.ebrd.com/sei. 

FOOD SECURITY
The donor-backed Private Sector for Food Security Initiative 
gained momentum in 2012 and is now operational 
throughout the EBRD region, including the SEMED countries. 
The programme mainly focuses on helping companies 
modernise their operations and improve their access to 
finance; facilitating more liquidity in primary agriculture by 
supporting pre- and post-harvest financing mechanisms 
such as warehouse and crop receipts systems; promoting 
private sector investment in food production and water-
efficient technologies; and enhancing public-private sector 
policy dialogue.

Highlights in 2012 included the launch of the Direct Company 
Assistance (DCA) programme in the SEMED region. The 
goal is to enable companies to upgrade their operations 
and their access to financing, which will ultimately allow 
them to produce more food. The DCA, financed by the EU 
Neighbourhood Investment Facility (NIF) and the SEMED 
Multi-Donor Account, enables the introduction of international 
best practice to potential EBRD clients by engaging senior 
executives and specialists with extensive experience in the 
agribusiness sector. 

Funding from the EBRD Shareholder Special Fund (SSF) 
enabled the Bank to continue to address cross-cutting 
structural issues in the agribusiness sector by supporting  
the introduction of warehouse and crop receipts programmes. 
In September 2012 the Bank and FAO organised a donor-
funded conference in Istanbul to discuss global food security 
and to promote private agricultural investment and trade from 
the Black Sea to the Mediterranean. 

LOCAL CURRENCY AND CAPITAL MARKETS 
DEVELOPMENT INITIATIVE
The Local Currency and Capital Markets Development 
Initiative (LC2) was launched by the Bank in 2010 with the 
objective of promoting the development of local capital 
markets and local currency lending. The initiative is now 
one of the key priorities of the EBRD, following the impact of 
the financial crisis on the economies of central and eastern 
Europe and the SEMED region. The Bank supports the 
initiative through policy dialogue, banking projects, its Treasury 
operations and legal and regulatory technical assistance. 

An important element is the creation of the conditions and 
financial infrastructure that make local capital markets viable 
and local currency debt attractive for lenders, borrowers and 
investors. Assignments under the initiative in 2012 included 
an in-depth analysis of debt market transaction costs in 
countries of operations; and the facilitation of pilot corporate 
bond issues in several early transition countries. 

GENDER
As part of the Gender Action Plan, work has continued in 
2012 on pilot and demonstration projects that have further 
helped to position the issue for mainstreaming into the Bank’s 
operations. Ten investment projects in a variety of sectors 
(MEI, natural resources, agribusiness and financial institutions 
sectors) have now been identified and are being implemented. 
Reference to gender issues is now made in country strategies, 
and gender is an integral component in the new MEI strategy 
approved by the Bank in 2012. 

Work has been done to identify gender gaps in relation  
to employment, pay, access to credit and property rights, 
which has been informed in part by the Economist Intelligence 
Unit’s Women’s Economic Opportunity Index for 2012 (co-
financed by the Bank). 

Further information can be found in the Sustainability 
Report 2012.

EARLY TRANSITION COUNTRIES INITIATIVE
In 2004 the EBRD established the Early Transition Countries 
(ETCs) Initiative to improve transition and increase financing in 
the Bank’s low-income, low-transition countries. The Initiative 
has been a strategic partnership between the EBRD and 
donors to mobilise higher amounts of financing and donor 
funds to improve the economies and standards of living of 
people in the ETCs. The ETC Initiative now comprises Armenia, 
Azerbaijan, Belarus15, Georgia, Kyrgyz Republic, Mongolia, 
Moldova, Tajikistan, Turkmenistan16 and Uzbekistan – all 
recipients of Official Development Assistance (ODA). 

Since the launch of the ETC Initiative, the annual number of 
projects has increased from 10 in 2003 (8 per cent share) to 
more than 100 in 2012 (30 per cent share). Annual business 
volume in the early transition countries has increased from 
€84 million in 2003 (2 per cent share) to over €1 billion 
in 2012 (12 per cent share). Since 2004, more than 650 
operations have been supported by the Bank, with total 
financing of over €5 billion provided.

15 In 2010 the fund extended its assistance to Belarus and Turkmenistan.
16 ibid.
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This financing activity has been combined with strong 
commitments from the donor community. The multi-donor 
ETC Fund, the EBRD Shareholder Special Fund, the European 
Union and other bilateral donors have provided around 
€225 million of grants. The EU has specifically designed 
mechanisms – the Investment Facility for Central Asia (IFCA) 
and the Neighbourhood Investment Facility (NIF) –  to mobilise 
additional funding to cover investment needs in infrastructure, 
energy, environment and small and medium-sized business 
support. The facilities cover most of the ETCs.

A recent collaboration was the ETC Local Currency Loan 
Programme to improve local capital markets and increase 
local currency loans to small and medium-sized enterprises 
(SMEs). Prior to the large currency depreciations in ETCs 
during the peak of the crisis in 2008-09, all the Bank’s 
financing for SMEs was in foreign currency (for example, US 
dollars and euros). The Bank has materially reversed this 
trend in 2011-12. The Programme includes the Bank entering 
into a Memorandum of Understanding (MoU) with a country 
to improve local capital markets, with the Bank and donors 
teaming up to provide loans in local currency at affordable 
interest rates. MoUs have been signed in Armenia, Georgia, 
the Kyrgyz Republic, Moldova and Tajikistan. A broader benefit 
is the de-risking of the financial sector since the percentage 
of sector assets in foreign currency decreases. Other donor-
Bank innovations during 2012 include the following:

•	 working with the Ministry of Finance and central banks 
to identify and initiate improvements to the local capital 
markets in the MoU countries

•	 implementing two new EBRD/EU programmes: (i) the 
SME Finance Facility for Central Asia and (ii) the Tajikistan 
Agricultural Programme. Both programmes include the 
Bank and the EU risk-sharing on a portfolio of loans 
targeted to micro, small and medium sized enterprises 
(MSMEs) as well as mobilising technical assistance to help 
companies implement investment programmes

•	 supporting Investment Councils in Armenia, Tajikistan, the 
Kyrgyz Republic and Mongolia. These councils, chaired 
usually by the President or Prime Minister are vehicles 
to foster public–private sector dialogue to improve the 
investment climate through changes to legislation and 
regulation. The EBRD and donors will support the new 
Moldova Investment Council in 2013 following a decision 
by the Prime Minister to improve the investment climate 
and boost SME activity

•	 an integrated approach to deliver higher-quality water 
and wastewater services to the people of Tajikistan and 
the Kyrgyz Republic, with financing delivered to almost 20 
municipalities in that period. 

The Bank’s financing activity in ETCs is uniquely balanced 
across all sectors – a good mix of private sector and the 
public sector. The largest area of increased activity during the 
ETC Initiative has been private sector development – around 
95 per cent of the projects financed have been to support the 
private sector. The EBRD is committed to mobilising the type 
and amounts of financing required by the private sector in 
these countries – regardless of size. Since most companies 
are locally owned, and considered to be SMEs by international 
standards, the EBRD has become more innovative and 
efficient at delivering financing in small amounts – 85 per cent 
of financings have been less than €10 million and median size 
has been around €2.5 million. 

Operational highlights in 2012 included:

•	 118 financing transactions, the third consecutive year 
where more than 30 per cent of the EBRD’s transactions 
were completed in the ETCs

•	 a record €1.1 billion annual business volume

•	 97 per cent of the transactions, were rated by the EBRD’s 
Office of the Chief Economist as “good” or “excellent” for 
transition impact potential

•	 a record 25 per cent of the transactions were completed in 
local currency thanks to donors to the ETC Local Currency 
Loan Programme

•	 77 per cent of transactions were targeted at SMEs – 50 
financings to banks and microfinance institutions for on-
lending and 41 direct financings to SMEs

•	 five large financings for the aggregate amount of €350 
million supported the critical Mongolian mining and 
infrastructure sectors

•	 finalising the staffing for the ETC Istanbul Hub – bankers 
focused on financing transactions in Central Asia  
and Mongolia.

WESTERN BALKANS
In 2012, the EBRD has continued paying special attention  
to the Western Balkans, via a series of initiatives, with the  
aim of promoting stability, regional cooperation and  
economic development.

Since 1991 the Bank has invested about €6.8 billion in more 
than 431 projects. The impact of the crisis continues to be 
strong in the Western Balkans countries: with no visible 
sign of sustained recovery; domestic demand remaining 
sluggish as financial systems continue to unwind imbalances; 
and consumer and investor confidence remaining low. 
Consequently, transition lags behind compared with the 
region’s neighbouring countries.    

The EBRD has concentrated on the promotion of private 
sector development in the region through the Local 
Enterprise Facility (LEF). LEF is a €400 million investment 
vehicle for SMEs in the Western Balkans, Croatia, Turkey, 
Bulgaria and Romania which has also been recently 
expanded to the SEMED region. It provides long-term 
financing to such businesses because their needs are not 
sufficiently addressed by existing financing instruments, 
as well as providing them with pre- and post-investment 
support to deliver transition impact. Established in 2006 the 
Facility includes a €20 million contribution from the Italian 
government and €380 million from the EBRD. Since its 
launch, LEF has financed projects in a broad range of sectors 
such as manufacturing, agribusiness, telecommunications, 
property and natural resources. 
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The Western Balkans Sustainable Energy Direct 
Financing Facility (WeBSEDFF) is a regional facility for 
providing direct debt financing between €1 million and 
€6 million to local enterprises pursuing industrial energy 
efficiency and small renewable energy projects. WeBSEDFF 
provides loans, incentive payments and technical cooperation 
(TC) funds. To date, the Facility has financed 15 projects 
for €63.9 million. Eleven of these projects feature the 
development of small hydropower plants (SHPPs), two 
are biomass projects and the remaining two feature 
comprehensive industrial energy efficiency measures. Thanks 
to the WeBSEDFF financing, some 31 SHPPs will be built in 
Albania, FYR Macedonia, Kosovo and Serbia with an expected 
annual electricity generation of 386.4 GWh and expected 
CO2e emission reductions amounting to 446,765 tonnes a 
year. The EBRD has also undertaken an institutional capacity-
building programme. The objective is to propose new and/
or refine existing mechanisms, procedures and standards 
in the area of sustainable energy, as well as to support local 
governments and others in incorporating and implementing 
sustainable energy development measures into energy 
market design and regulatory development.

The Western Balkans Investment Framework (WBIF) was 
launched by the EU in December 2009 and has developed 
rapidly, becoming a key instrument of support to 
socio-economic development and EU accession across  
the Western Balkans through the provision of finance  
and technical assistance for strategic investments,  
particularly in infrastructure, energy efficiency and  
private sector development.

The framework pools resources from the European Union, 
international financial institutions (IFIs) and bilateral donors 
and has amalgamated stakeholder resources (grants 
and loans) and expertise to prepare and finance strategic 
projects, as well as to strengthen overall strategy and policy 
coordination. A total of 31 grants were approved under the 
framework for €59.5 million in 2012. Of these, 29 grants 
concern technical assistance and two focus on investment  
co-financing, altogether corresponding to investments of an 
estimated total value of €3.0 billion. 

The Western Balkan Enterprise Development and 
Innovation Facility, an EU initiative, is expected, over 
2011-15, to mobilise €145 million of initial capital from the 
European Commission, the EBRD, the European Investment 
Bank (EIB) Group and bilateral donors. This will leverage over 
€300 million for SMEs. The EBRD is playing a key role in the 
launch and development of this Facility and its Enterprise 
Expansion Fund (ENEF), which are expected to become flexible 
channels of pooling and leveraging financing.

For further information on donor support see  
Donor Report 2013.

INVESTING IN HYDROPOWER
FYR Macedonia

The sponsors of Mali Hidro Elektrani (MHE), Feroinvest 
and Granit AD, are investing in seven small hydropower 
plants, located in FYR Macedonia. The total capacity of all 
seven plants is 5.8 MW. The expected annual electricity 
generation is 21,628 MWh.

All small hydropower plants are run-of-river schemes –  
in other words there is little or no water storage. The 
various plants have been completed and commissioned 
for operation throughout 2012.

The consultant estimates the annual CO2 emission 
savings to be 13,972 tonnes. The total investment costs 
including concession are estimated to be €11.6 million. 
The EBRD will contribute to the financing with a loan of  
€6 million.

CASE STUDY
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