Introduction

The EBRD’s Board of Directors approved 143 projects
in 1997, totalling ECU 4.0 billion. This exceeded the
previous year’s value by almost ECU 1.2 billion or
42 per cent, reflecting strongly increased demand for
the EBRD’s services. Many projects were approved in
the fourth quarter, and a substantial number are
expected to be signed in the first quarter of 1998.
Signed projects in 1997 totalled ECU 2.3 billion.
This surpassed the EBRD’s target for the year and
marked an increase in the Bank’s level of commitments
in the region for the sixth consecutive year.
Disbursements of EBRD financing amounted to
ECU 2.0 billion in 1997, 49 per cent higher than in
1996. This included a significant increase in disburse-
ments for equity investments, which were almost
82 per cent higher than in the previous year, totalling
ECU 379.1 million.
The EBRD increased the equity share of its
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76 per cent of new signings
in the private sector

As planned, the Bank increased its share of new
commitments in the countries at the early/intermediate
stages of transition, increasing the total from 32 per cent
in 1996 to 44 per cent in 1997. The share of commit-
ments in countries at advanced stages of transition was
24 per cent, which represents a relative decline from
the previous year because of increased availability of
capital on very favourable terms.

A total of 80 per cent of Board approvals and 76 per
cent of new signings in 1997 were in the private sector.
This is the highest percentage of new commitments in
the private sector since the EBRD’s establishment and
raises the overall ratio of private sector commitments to
67 per cent — well above the Bank’s mandated target of
60 per cent.

The Bank’s commitments continued to mobilise
financing from other sources. For every ECU invested
by the EBRD during 1997, its partners invested an
additional ECU 1.8.

Income from Banking operations increased by over
68 per cent in 1997, to ECU 357 million, representing

EBRD financing committed by country

Cumulative to

about 50 per cent of the Bank’s gross income. The key
features of this increase were substantial growth in
investment income from equity sales and dividends, and
sustained growth in interest income from loans. At the
same time, expenditure within the Banking Department
in 1997 was kept below the 1996 level, leading to a
significant increase in productivity. While commitments
in 1997 increased by 5.8 per cent compared with 1996,
net expenditure was reduced by 7.7 per cent.

The Bank successfully monitors a portfolio that was
27 per cent larger in terms of number of operations and
29 per cent larger by value compared with its projects
in 1996. With a total of 469 projects comprising ECU
10.3 billion in EBRD financing and ECU 34.2 billion
in total project value under implementation, the Bank
recognises that the quality of monitoring is of the high-
est importance. Based on an assessment by the EBRD’s
Risk Management department, 94 per cent of the
Bank’s projects achieved an average or high quality
of monitoring.

For a list of projects approved
in 1997, see pages 96 to 103.
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Financial institutions

The EBRD is committed to strengthening the financial
sector in its countries of operations by investing directly
in financial institutions and by providing funds to the
enterprise sector via local intermediaries. The Bank’s
ability to generate such projects depends on each
country’s progress towards a market economy in areas of
macroeconomic stabilisation, enterprise restructuring,
and implementation of appropriate legal and
institutional frameworks.

In 1997, 52 financial sector operations were signed
for a total of ECU 477 million. With these new commit-
ments, the EBRD has signed a total of ECU 2.9 billion
in the financial sector, representing 29 per cent of
the total value of the Bank’s operations at the end
of the year.

Direct operations

At the end of 1997 the EBRD had invested in the share
capital of 38 banks, four insurance companies and two
leasing companies. It had also provided seven subor-
dinated loans (totalling ECU 86 million), used by the
recipients to strengthen their capital bases and expand
their operations. As part of these direct equity invest-
ments, the Bank will often appoint a member to the
supervisory council of the investee company to promote
transparent corporate governance, management
accountability and the implementation of sound banking
practices. The EBRD’s direct involvement helps to raise
the level of skills in the investee companies, demon-
strate sound practices to other market participants and
encourage competition in the financial sector.

Wholesale operations

At the end of 1997 the EBRD had invested over ECU
2.3 hillion in wholesale operations, including credit
lines, private equity funds and trade facilitation pro-
grammes. Through these operations, the Bank is able to
mobilise funding for local projects that are too small for
it to handle efficiently by itself. Providing access to
investment finance for small and medium-sized enter-
prises (SMEs) is a crucial part of the Bank’s efforts to
strengthen private sector development and to stimulate
competition in the enterprise sector. If the EBRD is a
core investor in an equity fund, it seeks to strengthen
corporate governance by ensuring that a representative
of the equity fund manager is included on the board of
the investee company.

EBRD signed operations to financial institutions
Cumulative as at 31 December 1997

ECU

Number of projects (million) %
Wholesale operations
Credit lines 56 1,262 43
Private equity funds 35 379 13
Apex facilities 6 310 11
Trade facilitation programmes 5 119 4
Stand-by and guarantee facilities 2 109 4
Special resicturing programmes (SRPs) 3 81 3
Ealy-stage equityvigstments 4 50 2
Agency and co-financing lines 2 11 0
Multi-project facilities 3 7 0
Total 116 2,328 80
Direct operations
Equity westments in banks 46 314 11
Equity westments in insurance companiess 6 0
Other types of equityeistments 5 7 0
Loans to banks 15 267 9
Other types of loan 1 11 0
Business séces 1 3 0
Total 73 608 20
Total financial institutions operations 189 2,936 100

Wholesale projects are also intended to support
the development of local financial intermediaries by
improving, for example, a bank’s ability to identify and
appraise new projects. The EBRD asks local inter-
mediaries to follow specific guidelines when approving
sub-loans or equity investments. This helps to build a
sound financial sector by ensuring that the intermediary
strengthens its internal procedures and upgrades its
operating standards as well as providing financing to
local enterprises.

Countries at advanced stages of transition

In countries that are at the advanced stages of transi-
tion, the EBRD has concentrated on promoting bank
privatisation through direct equity investments and the
development of innovative financial instruments, such
as subordinated debt with convertibility options.
Subordinated debt is increasingly used by the EBRD
to support the recapitalisation of local financial institu-
tions and has been arranged with banks that have an
established track record or as pre-privatisation support
to facilitate the privatisation process. Furthermore, the
financial sector in these countries has been advanced
through the development of mortgage lending for which
the Bank has provided credit lines and through the
establishment of mutual funds in which the Bank has
invested. This has resulted in more competitive finan-
cial institutions, which are crucial for the process of
accession to the EU.

Review of 1997 operations

EBRD supports bank privatisation
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EBRD helps to develop
the mortgage market

In Hungary the EBRD concluded a project in
1997 with Kereskedelmi és Hitelbank (K&H) via an
ECU 26.2 million subordinated debt facility with a
convertibility option. This is the first transaction of this
type concluded by the EBRD and demonstrates an
effective way of supporting the privatisation of K&H
and allowing the Bank to participate in K&H’s equity
effective with privatisation. Following the conversion of
the debt into equity, the Bank owns about 64 per cent of
the total share capital of K&H together with strategic
partners — Irish Life and Krediet Bank of Belgium.

In Estonia subordinated debt facilities, some with
convertibility options, were concluded in 1997 with
Forekspank, Hansapank, Hoiupank and Tallinna Pank
(also with a subsidiary of Hansapank in Latvia). The
EBRD provided two mortgage financing credit lines in
Estonia in 1997: to Hoiupank (ECU 7.6 million) and
Uhispank (ECU 6.1 million). This programme is
supporting banks and local borrowers to develop the
mortgage market, with loans provided on terms of up
to 15 years.

The EBRD has also increased its exposure to the
Slovak Republic, with senior debt to Prva Komunalna
Banka for ECU 10.1 million. This loan will help the
Bank increase its lending to local SMEs and support
their project financing needs. In addition, the EBRD
invested in equity of Priemyselna Banka, for ECU 8.8
million, giving it a 20 per cent stake in the bank. This
is the second Slovak bank in which the EBRD has
participated without the presence of a strategic investor.

In the Czech Republic the EBRD signed its first
investment in mutual funds in 1997 for ECU 9.1
million. The two funds, operated by Sporitelni Investicni
Spolecnost, the asset management subsidiary of Ceska
Sporitelna (the Czech Savings Bank), will offer retail
customers in the Czech Republic the opportunity to buy
locally managed investment products as an alternative
to, or in combination with, bank deposits. Fund
investors will have increased flexibility to manage their
savings by linking investments in the funds to Giro
bank accounts. The Bank also signed an investment for
ECU 7.6 million in a private equity fund focusing on the
Ostrava region, which will help local companies to
replace obsolete machinery or equipment damaged by
the 1997 floods.

In Poland the EBRD has maintained its 9.8 percent-
age of the total share capital of Kredyt Bank by partici-
pating in capital increases. The EBRD also concluded
its first equity divestment in the country by selling to
Allied Irish Bank its stake in Wielkopolski Bank
Kredytowy.
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In Croatia, the EBRD approved in 1997 its first
investment, for ECU 4.5 million, in a private equity
fund focusing on providing equity to local SMEs. In
addition, it has completed its commitments under the
Croatian Framework Agreement by extending credit
lines to Bjelovarska Banka and Medimurska Banka.

Countries at early/intermediate stages of transition
In countries at the early or intermediate stages of
transition the EBRD is focusing on the provision of
investment finance to SMEs and the strengthening of
local banks. The Bank has successfully implemented
a number of SME credit lines, and has increased its
efforts to provide financing through regional equity
funds. It has also undertaken equity investments in a
number of banks in the region, emphasising the impor-
tance of sound banking principles and international
accounting standards to these nascent institutions.
To support the integration of less advanced transition
economies into world markets, the EBRD has also
continued its trade facilitation programmes.

In 1997 the EBRD initiated financial sector
activities in Bosnia and Herzegovina with three equity
investments to strengthen the local banking sector and
to support the development of local financial inter-
mediaries. The investments in Market Banka and
Hrvatska Banka in Mostar will support two important
local institutions and have been accompanied by
technical assistance support to strengthen the banks’
operations, in particular their credit approval proce-
dures. In addition, with the establishment of the Micro-
Enterprise Bank, the EBRD intends to promote the
growth of micro companies, which are considered vital
for supporting the development of the local economy.

In Ukraine the EBRD completed transactions with
two local banks in 1997 within the framework of the
Trade Facilitation Programme, which supports the
development and growth of trade relations with neigh-
bouring and Western countries. In addition, with the
release of the fourth tranche of the SME credit line,
ECU 54 million, the Bank continues to support the
development of the local private enterprise sector and
facilitate new investment in machinery and long-term
working capital needs.



In Bulgaria the EBRD made new equity investments
in 1997 in United Bulgarian Bank and in First
Investment Bank, totalling ECU 10.3 million and ECU
3.6 million respectively. It has also increased its total
commitment to BNP-Dresdner Bank and Bulgarian
Investment Bank to maintain its total share of the
capital of these two institutions, making the EBRD the
largest investor in the Bulgarian financial sector.

In Georgia the EBRD subscribed in 1997 to its first
equity investment in the country, taking 17.8 per cent of
the capital of United Georgian Bank (UGB) for a total of
ECU 9.1 million. UGB will be the first bank in Georgia
to apply international standards in its operations and
will provide an improved level of client service, serving
as an example to other local institutions. In addition,
the EBRD has increased its commitments to other
Georgian banks via the Framework Facility by
approving credit exposures to Intellectbank and
Tbiluniversalbank.

In 1997 the EBRD committed its first investment,
totalling ECU 13.4 million, in a private equity fund
focusing on investments in the Central Asian republics.
The AIG Central Asian Fund will invest a total of ECU
13.6 million in companies operating in Azerbaijan,
Kazakhstan, Kyrgyzstan and Turkmenistan. The Bank
also committed ECU 10.8 million to its first fund
focusing on telecommunications and media companies.
The Baring Communications Fund has raised a total of
ECU 11 million to be invested in central European
companies working in this sector. The Fund will focus
on privatising companies in need of equity to
restructure the local telecommunications sector, which
is essential for local businesses.

Russian Federation
In 1997 the EBRD continued to contribute to the
Financial Institutions Development Project (FIDP),
which provides the Bank with a framework for identify-
ing and developing creditworthy banks in Russia. Under
the FIDP, technical assistance and funding is extended
to banks that have strong prospects for achieving full
compliance with international banking standards in the
near term. In 1997 the number of banks accredited to
the FIDP rose to 39, 12 of which had received direct
EBRD finance by the end of the year in the form of
bank-to-bank loans, trade finance facilities or equity
investments.

Other financing provided by the EBRD to Russian
banks during 1997 continued at a relatively modest
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level, totalling ECU 167 million. This is due to the
careful utilisation of credit lines by the major Russian
banks and to the EBRD’s prudent attitude towards risk-
taking in this sector. The EBRD has continued to
provide medium-term finance to Russian banks, and
this form of financing is expected to remain significant
throughout 1998. It will be consolidated by the greater
utilisation of syndications and other methods of co-
financing.

Because of the relatively low level of capitalisation of
the Russian banking sector, the EBRD’s equity invest-
ments in Russian banks continue to receive a high
priority. An equity investment and convertible loan
facility of ECU 54 million were negotiated in 1997
with Inkombank in Moscow. The EBRD’s role in assist-
ing local banks to attract strategic investors has become
increasingly important, and two further equity invest-
ments in other Russian banks incorporating the involve-
ment of co-financing partners are under discussion.

Equity investments in Russian
banks given priority

Russia Small Business Fund

The EBRD's largest micro and small loans programme,
the Russia Small Business Fund (RSBF), enjoyed
another successful year in 1997, marked by consistent
growth in the volume of loans and increased cooperation
with partner banks in Russia. By the end of 1997 a total
of ECU 185 million had been disbursed to over 15,000
sub-borrowers. Arrears levels remain low, at 1.8 per
cent for micro loans and 2.8 per cent for small loans.
Overall repayment levels are 99.8 per cent. This
sustained level of performance has demonstrated to
Russian banks that the risks of lending to micro and
small enterprises (MSEs) can be mitigated, and that
reasonable profits can be generated.

The programme now operates in 20 regions across
Russia, and has proved especially suited to the needs
of entrepreneurs in small towns and outlying regions,
where often no other financing is available. This is
particularly evident in the depressed coal mining areas
of Siberia and in former military towns across the
country. However, the programme has also been suc-
cessful in serving the needs of borrowers in the more
prosperous areas, such as Moscow and Omsk.

The success of the RSBF has led many of the
country’s strongest banks, particularly those with
nationwide networks, to become active in micro and
small credit, which will ultimately lead to MSE loans
being made available to borrowers in every part of the
country. The EBRD intends to capitalise on the demand

Over ECU 185 million disbursed
by end of 1997

The RSBF was evaluated by
the EBRD’s Project Evaluation
Department in 1997

(see page 36)
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At the request of some fund
providers, the EBRD’s Project
Evaluation Department
undertook a review based

for MSE lending by developing additional programmes
in countries that are at the early stages of transition.
The Kazakhstan Small Business Programme was
approved by the Bank’s Board of Directors in November
1997, and further initiatives are planned in 1998 for
Albania, Romania, Ukraine and Uzbekistan.

Privatisation and restructuring

Early-stage equity

To support privatisation and restructuring of medium-
sized enterprises, the EBRD uses a number of equity
financing instruments known collectively as “early-stage

Regional Venture Funds

During 1997 the RVF programme moved from the
“start-up” phase into the “investment phase”. By the
end of the year 11 RVFs in Russia (see table below)
had been in operation for at least one year and had
signed 37 investments totalling ECU 46.4 million.
These were undertaken in a wide range of sectors, such
as food, glass, clothing, forestry, construction materials

and services.

Regional Venture Funds

Donor

~European Community

on a sample of six RvFs — equity” funds. Two such instruments developed by the Central Russia Gemany
(see page 36)  EBRD are Special Restructuring Programmes (SRPs) Far East and Eastegiberia , Japan
AR . Lowerdlga United States of America
and Post-Privatisation Funds (PPFs), which include the Noth Vst Russia FinlandNorwaysweden
Regional Venture Funds (RVFs) in Russia. PPFs are St Retesburg Gemany
desianed t id . d t it Smolensk European Community
es_lgne 0 provide equity an managemen assistance, Southar Russia Fance
mainly to formerly state-owned firms that have been Urals European Community
; St S aticati West Russia Italy
wholly or partially privatised by mass privatisation or Vst Siberia European Community

individual auction schemes. These funds seek minority
stakes in enterprises, with the fund manager taking a
proactive role in developing the company through board

representation and support for the enterprise’s
management. SRPs, in contrast, target enterprises
requiring more comprehensive restructuring support
before being viable for access to market-based financing
on acceptable commercial terms.
The benefits provided by ESE At the end of 1997 there were 22 early-stage equity
funds include the introduction  (ESE) funds in operation with total capital of ECU 988
of modern management - . . - .
information systems and  Million. This comprises ECU 595 million of equity
practices, the promotion of — capital committed by the EBRD, ECU 83 million of
. ?:Vzdst?;p;rriteaa?g:”;i';cz co-investment from fund managers and other investors,
commitment to Snviron’mental ECU 27 million from donors as subordinated equity, and
protection and workers’ safety ECU 283 million of grant funding committed or
expected to be committed by donor governments.
The donor grant funding provided by the European
Community and other donors has continued to play a
vital role in the success of ESE funds, allowing the
EBRD to expand its investment frontiers and to be the
first investor in higher-risk countries and enterprises.
Technical cooperation funding provided by donors

Post-Privatisation Funds and Special Restructuring
Programmes

Using technical cooperation funding from the European
Community, two new funds were signed in 1997: the
Uzbekistan PPF, which is the second Central Asian
ESE fund; and the Bulgarian PPF, which is the second
Balkan fund. Together with the Czech Direct Equity
Fund, these two funds will start operations in early
1998. While most of the SRPs and PPFs are in the
“start-up” phase, several of the funds moved into the
“investment phase” in 1997. As of the end of 1997,
the PPF and SRP funds had signed 10 investments,
totalling ECU 16.4 million.

Post-Privatisation Funds and Special Restructuring
Programmes Donor
~European Community
European Community
European Community
European Community

Bulgarian AR

Czech Direct Equityd2un
Hungarian SRP
Kazakhstan PPF

reduces the equity risk by financing pre-investment Latvian SRP European Community/Nordic cosftrie
assessment and due di"gence as well as post- Lithuanian PPF European Community/Nordic cosftrie
. . . Polish SR1 European Community
Investment management assistance for enterprlses. Romanian PPF European Community
Slorak PPF European Community
Slorene SRP European Community

Uzbekistan PPF European Community

1 These funds will start operations in 1998.
2 Signed January 1998.
3 Via the Baltic Technical Assistance Special Fund.
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Infrastructure

Telecommunications

The EBRD has taken a lead role in support of the
telecommunications and media sector. In 1997 the
Bank signed five projects in the sector, representing
an investment of ECU 144 million. This brought the
EBRD’s telecommunications commitments to ECU
934 million at the end of 1997 or 9 per cent of the
Bank’s portfolio.

In response to the critical shortage of basic
telecommunications services in countries at early and
intermediate stages of transition, the EBRD is actively
involved in the upgrading and privatisation process of
numerous national operators through direct support and
the preparation of investment financing. The Bank is
currently involved with the privatisation of national
operators in Armenia and Moldova. Other governments
interested in the privatisation of their national telecom-
munications operator receive support from the EBRD
through technical cooperation programmes. These
provide legal and financial advice on implementing
regulatory frameworks, preparing public international
competitive tenders and selecting strategic investors.
In 1997, the EBRD also assisted in the area of telecom-
munications regulatory reform in some of its countries
of operations (see page 35). Other EBRD activities
include the financing of local telephone operators and
mobile and satellite networks.

Two of the Bank’s most significant telecommunica-
tions projects in 1997 involved private enterprises in
Hungary and Romania.

In its first investment in a private commercial tele-
vision station the EBRD arranged an ECU 24.8 million
loan package to finance the start-up phase of TV2, one
of Hungary’s newly established terrestrial TV channels.
The Bank is providing ECU 12.4 million and has
syndicated ECU 12.4 million on a parallel basis to two
local commercial banks, Orszagos Takarékpénztar és
Kereskedelmi Bank Rt. and Kereskedelmi és Hitelbank
Rt. This is the first time that the EBRD has syndicated
a portion of its financing exclusively to Hungarian
commercial banks.

The project is expected to contribute to more wide-
spread private ownership and increased competition in
the Hungarian electronic media market. The main
sponsor, Scandinavian Broadcasting System S.A., is an
experienced commercial television and radio operator
covering a multicultural market while the local sponsor,
MTM Kommunikacio Rt., is the largest privately owned
audio-visual group in Hungary.
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In Romania the EBRD arranged and partially
financed an ECU 173 million loan facility in 1997 to
finance the rapid expansion of Connex GSM, one of the
country’s two mobile telecommunications networks. The
project will provide access to telecommunications in a
country where the teledensity remains relatively low,
introduce increased competition in the sector, and boost
the local and national economies. The project financing
package is the largest and longest carried out on a
commercial basis in Romania without the support of
government. The financing received by the network
operator, MobiFon S.A., comprises a senior loan of
ECU 123 million, of which the EBRD is providing ECU
59 million and syndicating ECU 64 million to seven
commercial banks, a parallel loan of ECU 41 million
and an EBRD subordinated loan of ECU 9.1 million
(see page 32).

MobiFon project supports

network in Romania

Transport

The EBRD made progress on a broad range of new
transport projects in 1997, covering all of its areas of
activity in the sector (aviation, ports, railways, roads and
urban transport). New commitments focused on upgrad-
ing basic infrastructure in countries at the early stages
of transition.

The EBRD’s updated Transport Operations Policy
was approved by the Board in February 1997 and
published in April. This aims to identify areas where
the Bank can best use its comparative advantage,
reviews the transport portfolio in relation to the EBRD’s
mandate, explores commercial infrastructure financing
and sets out future strategy.

In 1997 the EBRD signed three transport operations
for a total of ECU 116 million. These brought the Bank’s
total commitments in the transport sector to ECU 1.6
billion, representing 16 per cent of the portfolio at the
end of 1997.

The EBRD committed ECU 43.5 million to Tashkent
International Airport Enterprise (Uzbekistan) in 1997
for urgent improvements to international and domestic
terminals, taxiways and aprons, and for specialist
equipment to improve safety and security. The project
will foster the transition process by raising the level of
skills, and implementing market-oriented management
and operational practices.

New Transport Policy approved
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Major investments in transport
sector in Central Asia

Further progress in reform
of energy sector

In Turkmenistan the EBRD provided two loans
totalling ECU 72.5 million to relieve critical road
infrastructure bottlenecks. A loan of ECU 45.3 million
will finance improvements to 350km of main road
linking Ashghabat, the capital, with the major industrial
centre of Mary, which lies on the country’s main transit
route to the east. The project will promote transition
through the rationalisation of road sector funding and
the restructuring of road construction and maintenance
units, in preparation for eventual privatisation.

A loan of ECU 27.2 million to the Turkmen Sea
Administration (TSA) will help Turkmenistan to improve
and diversify its access to international markets. The
project includes improvements to a general cargo and
dry bulk terminal and a ferry terminal at Turkmenbashi
Port on the Caspian Sea. As well as improving the
administrative environment in which the port operates,
the project will help TSA prepare its transformation into
a commercially operated company.

Both projects in Turkmenistan will involve inter-
nationally tendered civil works, which will give the
country its first experience in open tendering in the
construction sector. This will provide a valuable
demonstration of how tendering lowers costs and
improves quality from contractors.

Power and energy utilities

The process of reform in the energy sector and
increasing private sector interest in this area continued
in 1997. In particular, Kazakhstan made progress in the
privatisation of generation and distribution assets.
Countries that led the initial round of reforms in the
region, such as Hungary, Poland and Ukraine, focused
on consolidating their recent initiatives.

Reform of energy prices and improvements in the
collection of bills continued to be problematic, and
barter payments persisted in some countries. There
were, however, some improvements, especially in
Kazakhstan, where the average effective tariff increased
by around 50 per cent. This improvement was partly
due to the introduction of private commercial
management to some of the power supply centres.

The EBRD's projects continued to support reform
efforts, with the signature in 1997 of five energy
projects focusing on renewable energy and energy
efficiency.
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In the far eastern Russian region of Kamchatka, the
Bank provided a sovereign loan of ECU 90.5 million for
the development of a geothermal power plant located in
Mutnovsky. This plant will reduce the region’s depen-
dence on expensive imported oil and thus improve the
reliability of power supply. It will also lead to the
decommissioning of an environmentally harmful old
fossil-fuelled power plant. The project is structured
as an independent power project, one of the first in
the region.

In Azerbaijan the EBRD made a loan of ECU
19.6 million in 1997 to the local electricity utility for
the replacement of the four existing generators at the
Mingechaur Hydropower Plant and the reconstruction
and installation of transmission facilities from the plant
to consumption centres. The increased availability of
power from Mingechaur will make it possible to reduce
electricity generation at fossil-fuelled power stations in
Azerbaijan, thus reducing the emission of air pollutants.
The reduction in losses of energy in the transmission
network will improve energy efficiency.

The Bank’s loan of ECU 13.9 million to the State of
Bosnia and Herzegovina will be on-lent to the three
Bosnian electricity utilities for emergency reconstruc-
tion of war-damaged hydro-power, transmission and
distribution facilities. The supply of electricity made
possible by the project is essential for the revitalisation
of the economy and will contribute to the country’s
transition process. The project is also benefiting from
substantial co-financing in the form of grants from a
number of donors.

In Kyrgyzstan the Bank provided a loan of ECU
22.4 million to improve the transmission and distribu-
tion network in the Talas region, thereby reducing
energy losses in the network and improving the relia-
bility of electricity supply. The loan will also contribute
to the introduction in the short term of the private
management of electricity distribution to improve the
collection of bills and to reduce commercial losses.

Elsewhere in Central Asia the EBRD provided a
loan of ECU 25.2 million to the Republic of Uzbekistan.
The operation will allow the Ministry of Power, Industry
and Electrification to improve the efficiency of power
generation and to meet international environmental
standards at Syrdarinskaya Power Station. The operation
will also move the electricity sector towards commer-
cialisation and support the implementation of an
institutional reform programme.



Energy efficiency

In 1997 the EBRD committed ECU 88 million in the
energy efficiency sector in support of projects with a
total investment of approximately ECU 295 million.
Key projects signed during the year include the first
sovereign-guaranteed project to improve district heating
in Romania and support for energy service companies
(ESCOs) in Hungary and Poland.

In Romania the EBRD provided an ECU 40.8
million sovereign-guaranteed loan for a thermal energy
conservation project. The financing will be on-lent to
the cities of Buzau, Fagaras, Oltenita, Pascani and
Ploiesti to improve their district heating systems. The
main objective of this programme is to reduce
significantly the energy losses in the district heating
networks, thereby increasing their overall efficiency.
The programme also aims to support the introduction of
a market-oriented regulatory framework in the
Romanian heating sector, to generate environmental
benefits and to improve the basic living conditions of
about 1 million Romanian citizens.

Financing for two ESCOs in Hungary and Poland
was provided by the EBRD in 1997 under a multi-
project facility (MPF)1 with Compagnie Générale de
Chauffe (CGC). ESCOs were pioneered by the EBRD
and Western sponsors to identify savings opportunities
in municipal, commercial or industrial facilities, to
implement energy conservation measures at no initial
cost to the customer, and to guarantee energy savings,
which are used by the customer to pay back the initial
investment. ECU 16 million of debt and equity was
provided to the Hungarian ESCO, Prometheus, which
the Bank initially financed with a loan of ECU 3.8
million in 1995. This second financing package was in
response to the 250 per cent increase in demand for
Prometheus’s services since the Bank’s first loan. The
other ESCO to benefit from EBRD financing under the
MPF was CGC Termika, a new ESCO based in Krakow,
Poland, which received an ECU 10.5 million package of
debt and equity from the EBRD to support its business.

In another transaction in Poland, the EBRD signed
agreements to provide ECU 12.1 million of loans and
equity to establish ESCO International, which will
implement energy-saving projects in Poland and other
central and east European countries, using total
financing of approximately ECU 50 million. The
company’s core business will be to design, install and

Multi-project facilities (MPFs) are framework agreements with industrial
partners. They enable a large number of sub-projects to be financed in
accordance with principles jointly agreed at the outset.
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finance small and medium-sized combined heat and
power units on behalf of its municipal and industrial
clients. ESCO International is majority owned and
operated by Difko Energy A/S (a subsidiary of Difko
A/S, the Danish financial investment group), together
with its sister company LR Energi. It will also benefit
from support provided by Eksportkreditfonden, the
Danish export credit agency.

Other projects under development during 1997
included a proposed ESCO in Ukraine, UKrEsco, in
respect of which the EBRD Board approved an ECU
27.2 million sovereign loan in November. UKrEsco is
now in the process of being established and
arrangements are due to be finalised in early 1998.
Together with grant funding and technical assistance
from EC Tacis, UkrEsco will invest approximately
ECU 30 million in energy-saving projects throughout
Ukraine. It will be the first ESCO to be established in
one of the CIS countries and will provide an important
demonstration of the commercial and energy-saving
potential of ESCOs in these markets.

Increase in support for
energy-saving projects

Municipal and environmental infrastructure

The EBRD responded to growing demand in 1997 for
investments in essential municipal services, such as
water supply, sewerage, waste-water treatment, district
heating, and waste collection and disposal. During the
course of the year the Bank almost doubled its financing
in this sector, bringing the EBRD’s total investment at
the end of 1997 to ECU 405 million in support of
projects involving an overall investment of over

ECU 1.1 billion.

To achieve basic levels of services in the region,
it is estimated that the municipal and environmental
infrastructure requires investment of over ECU 150
billion. This is needed to overcome the often sub-
standard quality of municipal services, previous under-
investment in maintenance and damage to the region’s
environment. For those countries seeking to join the
EU, additional investment is needed to help the govern-
ments meet membership requirements.

In 1997 the EBRD concentrated increasingly on
private and non-sovereign municipal investments. These
accounted for over 40 per cent of total new commit-
ments in terms of volume during the year, compared
with 4 per cent in 1996. This trend is even more evident
in the Bank’s project pipeline, approximately 70 per

Investment in municipal
services almost doubled
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St Petersburg project improves
water and sewerage services

First development of
new oil region in the Pacific

cent of which concerns private and non-sovereign
municipal operations. This shift is in response to strong
demand for non-sovereign municipal financing and
builds on the Bank’s additionality in this sector as the
only international financial institution capable of
covering the full private—public spectrum of operations
and lending to municipal entities on a non-sovereign
basis. The change in focus has been accompanied by

a concentration of activities in countries seeking to
join the EU.

One of the most significant projects in 1997 was the
signing of an agreement with the water and sewerage
company of St Petersburg. A loan of ECU 64.2 million
will be used to improve the quality of water supply and
reduce pollution of the Gulf of Finland from waste-water
discharges. A unique feature is that the loan is guar-
anteed only by the City of St Petersburg. The project’s
support for the commercialisation of water and sewerage
services is expected to encourage similar projects
elsewhere in Russia.

Other operations designed to have an important
effect on the transition process include the
Environmental Investment Fund. This is the first dedi-
cated “green” equity fund in the region and supports
the emergence of an environmental equipment and
services industry. The EBRD also launched in 1997 an
important initiative to promote private sector involve-
ment in the financing and provision of municipal
infrastructure. Through the Municipal Public-Private
Partnership Programme, the EBRD provides information
and advice to municipalities on private infrastructure
financing and assists them in the development and
financial structuring of suitable investment projects.

In the water services sector the Bank provided an
ECU 67.9 million loan, under the second Municipal
Utilities Development Programme, to assist 10 munici-
palities in Romania and to promote the institutional-
isation of municipal credit. The Bank also established
the Chisinau Water Services Rehabilitation Programme
in Moldova, introducing a performance-based corporate
partnership agreement with a Western private operator.

Implementation of two of the EBRD’s earliest loans
in this sector, the Tallinn Water and Environment
Project in Estonia and the first Municipal Utilities
Development Programme in Romania, has led to such
an improvement in performance that three of the six
water companies involved are about to start
privatisation.
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The EBRD continued its close cooperation with
bilateral and multilateral donors in 1997 through the
Project Preparation Committee (PPC). Funded by
external donors, PPC officers work closely with the
Bank to identify and develop environmental infrastruc-
ture projects and to mobilise co-financing from donor
organisations participating in the PPC (see page 42).

Other key sectors

Natural resources

Three significant projects in the natural resources sector
were signed by the Bank in 1997, totalling ECU 235
million of EBRD investment and total project costs of
about ECU 1.0 billion. As well as underlining the
EBRD?’s role in the implementation of large-scale
projects, the investments confirmed the Bank’s ability to
generate substantial co-financing from other commercial
and public financial institutions. The recipients of the
financing ranged from local companies, including a
private corporation, to a wholly foreign consortium
operating in Russia.

The most significant investment was the signing of
the Sakhalin 11 project in Russia. An EBRD loan of
ECU 105.1 million contributed to a financing package
of ECU 319 million provided jointly with the US
Government’s Overseas Private Investment Corporation
and the Export-Import Bank of Japan to develop the
Astokh oil-bearing structure off Sakhalin Island in the
Pacific Ocean. A number of major Western oil and
trading companies are the sponsors of this ECU 779
million project, which is the first to come under the
Production Sharing Agreement system. It is also the first
of a series of ventures involving Russian and foreign
companies in the development of a new oil region in the
northern Pacific. In line with the Bank’s policies on
environment and disclosure of information, a public
consultation programme was undertaken on the island
by the project sponsor. Stringent environmental
conditions were applied to the financing.

In Uzbekistan an ECU 81.5 million EBRD loan is
being used to purchase and install a new desulphuri-
sation unit at the Fergana refinery and to undertake
safety and environmental improvements (see page 40).



Agribusiness

In 1997 the EBRD continued to concentrate its agri-
business activities in the countries where agriculture
represents a key sector of the economy and where its
operations are expected to have a significant impact on
the transition process. The Bank expanded its agri-
business portfolio considerably, signing 23 new opera-
tions for a total investment of ECU 361.8 million. This
brings the EBRD’s total commitment in this sector to
ECU 774 million invested in 67 projects, representing
8 per cent of the portfolio.

Of the countries at advanced stages of transition, the
EBRD’s activities in 1997 were concentrated in Poland,
while in the countries at the early and intermediate
stages agribusiness operations focused on Romania,
Ukraine and Central Asia.

Financing for primary agriculture and related
processing, particularly in the edible oil sector, was a
major area of activity for the EBRD in 1997. The Bank
increased its existing financing to the Dnipropetrovsk
Oil Extraction Plant in Ukraine by providing an ECU
18.1 million loan to expand the production and sale of
refined bottled edible oil. In Poland the EBRD made an
ECU 16.8 million equity investment alongside Eridania
Beghin-Say to finance the privatisation of the largest
producer of edible oil in the country. The Bank also
provided equity capital of ECU 22.6 million to finance
the establishment and operation of an edible oil and
branded food production company in Russia.

In the beverage sector the EBRD arranged in 1997 a
syndicated loan of ECU 30 million and an equity invest-
ment of ECU 7 million to help Turkey’s Efes Beverage
Group establish a new brewery — Knyaz Rurik — in
central Moscow. The Bank also financed its first private
sector industrial project in Georgia, with an ECU 9.1
million loan to a mineral water company, Borjomi, a
joint venture between Georgian and Western investors.
The financing will be used to modernise Georgia’s
mineral water and glass bottle industry. The Bank
extended and syndicated a loan of ECU 27 million and
an ECU 9 million three-year revolving credit facility to
Obolon, Ukraine’s leading private brewer. The financing
will enable the company to increase its beer production
capacity, expand its market share and develop its export
markets.
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The EBRD is increasingly working with major local
food processing companies to implement restructuring
programmes and to promote private ownership. For
example, the EBRD and the Bank of America took a
combined 41 per cent stake in Hortex, the leading
Polish manufacturer of branded fruit juices and a major
producer of frozen fruit and vegetables. The financing
will support the modernisation and restructuring of one
of Poland’s largest companies. Other equity transactions
in Poland included an ECU 9.1 million investment in
Danuta, the leading pasta manufacturer.

In its first direct equity investment in a wholly
owned Ukrainian company, the Bank invested ECU
9.1 million in Svitoch, the country’s largest and oldest
producer of chocolate, biscuits and confectionery, to
enable the company to maintain its leading position in
the market.

During 1997 the EBRD extended its multi-project
facilities (MPFs) with major international agribusiness
companies, such as Parmalat SpA and Carlsbherg A/S.
Total equity and quasi-equity financing made available
to clients in the agribusiness sector through these MPFs
now amounts to ECU 211 million.

To finance agribusiness SMEs, the EBRD continued
to provide credit lines and co-financing lines in 1997
through local agricultural banks. Current partners
include Polnobanka in the Slovak Republic, Banca
Agricola in Romania, OTP Bank in Hungary, and
Dalmatinska Banka and AOB in Croatia. To date, the
credit lines have assisted more than 1,000 agribusiness
companies throughout the region. The EBRD is also the
joint promoter of the leading private sector equity fund
operating in the region, the East Europe Food Fund,
which has made equity investments totalling over
ECU 45 million.

Through its wholesale markets programme, the
EBRD has invested in the infrastructure for the distri-
bution and marketing of fresh food. Two new projects
in Georgia and Croatia were signed in 1997, for total
EBRD financing of ECU 26 million. The latter project
will provide funds to construct or refurbish existing
municipal-owned wholesale markets in six Croatian
cities.

To increase the effectiveness of project preparation,
the EBRD signed a Framework Agreement in 1997 with
the Food and Agricultural Organisation (FAO) of the

Hortex project supports
modernisation of leading
agriculture company in Poland

Wholesale markets programme
expanded
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Financing for new logistics
centre in Moscow

United Nations. This gives the EBRD access to FAO's
considerable expertise in this area, and the Agreement
has already been used to assess the feasibility of
potential EBRD investments.

Property and tourism

The EBRD has had a significant impact in the property
and tourism sectors through its support for the develop-
ment of modern business premises and hotels. In 1997
the Bank completed three new operations and increased
its financing for one other project, making a total
commitment of ECU 33 million. With these new com-
mitments, the EBRD has signed a total of ECU 272
million in the sectors.

In addition to direct financing, the EBRD provides
funding via credit lines and, for the first time in 1997,
via a private equity fund. These wholesale operations
are particularly important in the tourism sector, which is
dominated by SMEs and where individual projects are
generally small. The Bank’s involvement in equity funds
can also catalyse financing by local institutional
investors which require long-term assets to match their
long-term liabilities.

In 1997 the EBRD extended financing of ECU
15.2 million to Faure & Machet S.A. to fund the
construction and operation of a 65,000m2 state-of-the-
art logistics centre near Sheremetievo International
Airport in Moscow. The total cost is expected to be
ECU 43.5 million, of which the Bank is providing
equity finance of ECU 4.4 million and a long-term loan
of ECU 11.0 million. The Bank has also syndicated an
ECU 15.3 million loan to three international commercial
banks. The centre will provide a full range of transport,
warehousing, distribution and logistics services to both
international and domestic companies, removing
bottlenecks in Moscow’s distribution system.

In Poland the EBRD committed ECU 9.1 million in
1997 to the Pioneer Polish Real Estate Fund S.A.,
which is managed by the Pioneer group (an interna-
tional fund management company based in the United
States). With a targeted closing capital of ECU 56
million, the Fund will invest in commercial property
throughout Poland and will be the country’s first
property-specific equity investment vehicle to be
majority owned by domestic investors. In response to
the ever-increasing demand for modern commercial
property, the Fund will provide a critical inflow of
investment capital for new construction — in particular,
financing for smaller projects in Poland’s secondary
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cities. Its investment activities will also accelerate the
development of capital markets for existing property in
Poland, where lack of liquidity in the property markets
remains a significant obstacle to investment.

In the tourism sector the EBRD provided an ECU
7.2 million loan in 1997 for the conversion of the former
Hotel Kyrgyzstan into an international standard hotel.
The project’s sponsors were C.A.V. Ital, a consortium of
Italian manufacturing and construction companies, and
Hyatt International. The future Hyatt Regency Bishkek
is expected to help attract business travellers and
tourists to Kyrgyzstan. This project represents the first
limited-recourse financing of a hotel development in
Central Asia without the benefit of sovereign or export
credit guarantees. By providing a private sector model
for financing hotel development in the region, the
project will help to encourage similar operations and
demonstrate that government-guaranteed hotels are an
inappropriate use of developing countries’ limited
guarantee capacity. This is the seventh EBRD project
in the hotel sector, comprising a total investment of
ECU 58.9 million.

The Bank'’s largest direct financing in the sector to
date is the refurbishment of the Athénée Palace Hotel
in Bucharest, Romania, which was reopened as the
Hilton Athénée Palace in October 1997.

Manufacturing and distribution

One of the EBRD’s most significant operations in the
manufacturing and distribution sector in 1997 was an
ECU 29.9 million equity investment in Korado, a
Czech-owned and managed radiator manufacturer, to
partially finance the construction of a new plant in the
Czech Republic. The environmental analysis and audit
identified issues associated with water pollution, air
emissions, hazardous material management, and occu-
pational health and safety. The implementation of the
agreed Environmental Action Plan (EAP) will address
these issues. The new facility will use state-of-the-art
painting and welding techniques, thereby substantially
reducing solvent emissions and welding gas fumes.

In Russia, the Bank made an ECU 79 million loan to
Oskol Electrometallurgical Plant, the country’s most
modern steelworks, producing high-quality rolled steel
products. This is for the modernisation of an existing
rolling mill and construction and installation of a build-
ing and related infrastructure for a new mill. Total
project costs are estimated at ECU 537.4 million. The
project will provide support to the Russian manufactur-



ing company in the process of restructuring, strengthen
the international and domestic competitiveness of the
Russian producer, introduce improvements in corporate
governance and encourage the introduction of Western
marketing and management skills.

In its first financing of a private sector industrial
project in Georgia, the EBRD provided an ECU 9.1
million loan for the restructuring and revitalisation of
the country’s dormant mineral water industry and glass
bottle production industry. The project will introduce
modern packaging equipment to Georgia and allow
Borjomi to compete effectively in the international
mineral water market.

To assist the privatisation and modernisation of one
of the largest white goods companies in Romania, Arctic
S.A., the Bank provided equity and long-term loan
financing of ECU 12.5 million. Arctic was one of the
first companies in the region to introduce CFC-free
refrigerators in their product range, and has a
significant share in the domestic market and substantial
exports to the EU. The project aims for the full
privatisation of a high-profile publicly quoted company
in Romania.

In Slovenia, the EBRD made an equity investment of
ECU 12 million in Merkur, the largest such financing
for a Slovene-owned non-financial business. The whole-
saler and retailer of technical products, construction
material, ferrous products and electrical goods is the
country’s largest trading company in this sector. The
financing will be used for the construction of four new
stores and to provide a permanent working capital
facility. The project is expected to enhance competition
and aid development of the distribution and
merchandising infrastructure in Slovenia.

Co-financing

In accordance with its founding Agreement, the EBRD
places great emphasis on encouraging the involvement
of other sources of financing in its operations, thereby
increasing the total resources available to its countries
of operations. The main co-financing partners for the
Bank are:

m commercial banks: through EBRD loan partici-
pations, assignments, bonds, parallel loans and
credit lines;

m official co-financing institutions, such as government
agencies and bilateral financial institutions;

1

Sources of co-financing funds by value

1997

Intenational
financial institutions
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Commercial bank
co-financing
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ECA financing
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Official co-financing
institutions
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m export credit agencies (ECASs): through direct
financing, and export credit and investment
insurance guarantees;

m international financial institutions: private sector
lending for economic and financial infrastructure,
and sovereign lending for larger projects or in
countries where private sources remain unavailable
or limited.

Ten additional commercial banks became EBRD loan
participants in 1997, bringing the overall number to
115. Commercial bank co-financing for the year
amounted to ECU 937.3 million. Despite the financial
crises in certain developing economies, there was a
greater willingness on the part of commercial banks to
make long-term loans in countries at the early or
intermediate stages of transition.

Official co-financing institutions were involved in
30 operations in 1997, contributing a total of ECU
445.5 million, the highest annual volume co-financed
with bilateral institutions since the start of EBRD
operations. ECA co-financing, either direct or guaran-
teed, amounted to ECU 260.9 million. Co-financing
through other international financial institutions covered
eight operations totalling ECU 324.0 million.

Types of co-financing funds by value

1997 ECU million
A/B loans/paticipations 3915
Parallel loans 670.7
ECA direct/guaranteed 260.9
Loans from intetional financial institutions 324.0
Equity 161.5
Grants 159.1
Total 1,967.8

An A/B structure is where the EBRD finances a portion of the loan
(the A part) from its own funds and syndicates the reminder
(the B portion) to a commercial lender.
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ECLAT offers the client a mixture
of EBRD financing and ECA/
commercial bank funding for

contracts awarded after
international competitive bidding.

It differs from direct ECA lending

by allowing open procurement
opportunities and streamlining
administration.

Increases were recorded in all areas of co-financing
in 1997 other than the volume of funds mobilised. This
was a result of a move towards smaller co-financed
operations in less advanced countries, with a subse-
quent increase in the number of syndicated projects.
The decrease in volume also reflects increasing
readiness in the market to conduct medium-term
lending in some of the countries at advanced stages of
transition without IFI or ECA support, while the Bank is
increasing its activities in countries at the early or
intermediate stages and in Russia. Therefore, in the
more advanced countries the Bank is arranging fewer
co-financed loans. The EBRD continues to develop co-
financings in the countries at less advanced stages of
transition, but operations will mostly remain small,
particularly in the private sector, as long as the risks in
these countries are perceived by the market to be
relatively high.

The countries that received the highest level of
official co-financing in 1997 were Romania (ECU
240.9 million) and Russia (ECU 169.9 million), while
Bosnia and Herzegovina, Kazakhstan and Uzbekistan
were also significant beneficiaries.

Co-financing support for private and
state sector operations

1997
Total EBRD
Number project cost  finance Co-financingo-financing
ECU millionECU millionECU million %
Private sector 73 2,492.9 650.8 1,236.9 63
State sector 12 1,574.1 350.8 730.9 37
Total 85 4,066.9 1,001.6 1,967.8 100

Commercial banks

The EBRD’s largest co-financing with commercial
banks in Russia was an ECU 204.5 million loan to RAO
Gazprom to finance priority reconstruction investments
in Gazprom’s unified gas supply and pipeline system.
Eighteen leading international banks from 11 countries
are participating in the three-year commercial bank
tranche. The syndication was the culmination of three
years’ work with Gazprom, and is the first time that
commercial banks have taken long-term risk in the
company without recourse to Western gas purchase
contracts. The original loan has been increased to
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ECU 272.7 million, comprising an ECU 90.9 million
tranche for EBRD and an ECU 181.8 million tranche
for commercial banks.

Another major co-financing project in Russia in
1997 was an ECU 28.5 million loan to ZAO Knyaz
Rurik — Efes Brewery to finance the construction of a
greenfield brewery. ECU 9.1 million of the loan was
provided by the Dutch commercial bank Rabobank
Nederland.

In the textile sector a loan of ECU 5.1 million
extended to a Slovene company, Yulon d.d., was
syndicated by the EBRD to two international commer-
cial banks. The company will use the financing to
purchase new equipment to increase competitiveness,
following an earlier EBRD loan of ECU 12.1 million to
restructure the company.

The EBRD’s ECU 86.1 million multi-sourced loan
facility to MobiFon to finance the expansion of its
mobile telecommunications network in Romania is the
first major syndicated long-term loan for a private sector
Romanian company (see page 25). The facility
comprises a senior loan of ECU 123 million, of which
the EBRD is providing an ECU 59 million nine-year
tranche and seven commercial banks are providing an
ECU 64 million eight-year tranche. Two parallel loans
totalling ECU 41 million from the Canadian Export
Development Corporation and the Nordic Investment
Bank are provided on the same terms and conditions as
the EBRD loan. The EBRD is also providing an ECU
9.1 million subordinated loan to the company. This
multi-sourcing facility established an important
benchmark for future deals in Romania.

Export credit agencies
Considerable progress was made in 1997 in advancing
the pipeline of ECA co-financing. The EBRD closed its
first Export Credit Loan Arrangement Technique
(ECLAT) co-financing in support of the Daugava
hydropower project in Latvia. In this project, an
ECLAT-financed contract for the repair of two turbines
was awarded to GEC-Alsthom Neyrpic. This contract,
which will be 30 per cent financed by the EBRD, is
being co-financed by Société Générale with the support
of COFACE, the official export credit agency of the
French government.

Four ECLAT-financed contracts were successfully
tendered in the Bulgarian railway rehabilitation project.



Tender evaluation is currently being carried out on
two contracts which are to be co-financed using ECLAT
in the Starobeshevo power project in Ukraine. Under the
Romanian railway rehabilitation project, pre-qualified
tenderers have submitted their bids on the ECLAT-
financed contract to refurbish passenger coaches and
the EBRD is currently assisting the Romanian Railway
Company in its evaluation of the financing costs. ECA-
sourced ECLAT co-financing under these three projects
could total up to ECU 63.6 million.

The Bank maintained a close working relationship
with the Berne Union in 1997, holding bilateral
meetings and participating in all of the meetings of the
Investment Insurance Committee and the Export Credit
Insurance Committee. The EBRD also continued to
participate in meetings of the OECD’s Export Credit
Group (ECG), which is reviewing the issue of project
financing by ECAs and how to achieve greater
flexibility in the type of financing that can be provided

Co-financing partners in 1997

ABN AMR Bank Nethdands
Banca Commerciale Italiana Italy

Bank Astria Austria
Bank Handlowy \ars¥awie Poland

Bank of America USA
Banque Commerciale pour L'Europe du Nord France
Bayerischeskéinsbank Gemany
Bikuben Girobank Denméc

Canadian Imperial Bank of Commerce Canada
The Chase Manhattan Bank USA
Christiania Bank og Kreditkasse Norway
Citibank USA
CrZdityonnais France
Creditanstalt-Bankverein Austria
The Dai-Ichi KgogBank Japan
De Nationalevesterings Bank Nethdands
Den Danske Bank Denméc

Den Nake Bank Norway
Dresdner Bank Gemany
Estonian #@stment Bank Estonia
Generale Bank Belgium
Hansapank Estonia
The Industrial Bank of Japan Japan
Kereskedelmi Zs Hitelbank Hungar

MeesPispn Nethdands

Morgan Guarantyst Company ofwark USA
Moscow Narodny Bank UK

Natexis Banque Fance
National ¥étminster Bank UK

NBD Bank Russia
OsztgosakarZkpZnztir Zsdskedelmi Bank Hungar

Rabobank Nedkerd Nethdands
Raifeisen Zentralbank . rstein Austria

Salomon Brotlser USA
SociZtZ GZnZrale France
Slorenski ¢t'nohospodgka banka

The Sumitomo Bank Japan
Swiss Bank @oration Switzéand
Union Bank of Switaed Switzéand

Zivnostensk? banka

Slovak Republic

Czech Republic

by ECAs. The EBRD also continued to meet a large
number of ECAs on a bilateral basis.

In particular, the Export-Import Bank of Japan
(JEXIM) was a very active co-financing partner in 1997
(ECU 219.5 million for four operations). For the first
time JEXIM co-financed an EBRD operation in Central
Asia, to upgrade the Fergana Refinery in Uzbekistan.
JEXIM’s loan of about ECU 80.9 million, together with
the EBRD’s loan of ECU 81.5 million, will allow
Uzbekneftegas to process domestic crude oil with a high
sulphur content as well as improve the refinery’s safety
system and reduce environmental pollution. A signifi-
cant breakthrough in 1997 was the EBRD’s first private
sector co-financing operation with JEXIM, for the
Sakhalin I1 oil project in Russia (see page 28). In one of
the EBRD’s largest ECA co-financings, JEXIM and the
Overseas Private Investment Corporation (OPIC), a US
government agency, together provided ECU 210.9
million of co-financing on commercial terms for the
offshore production project. JEXIM also co-financed the

Official co-financing institutions
Baltic Imestment Special Fund
Bundeskanzleramt Austria
Bundesministerium fYtswiraftliche Zusammenarbeit (BMZGemany

Caisse des DZp™ts et Consignations (CDC) France
Canadian Exp@e/elopment Gmoration Canada
Central European Initiative Fund (CEI) Italy
Danish Baironmental Protection Agend) (EP Denmae
Depament for Inteational Deslopment (DFID UK

Deutsche Vestitions- und Entwicklungsgesellschaft (DEG)Gemany

European Commission (EC Pharacis)d T Europe
Expdrlmpot Bank of Japan (JEXIM) Japan
Federal Office foorEign Economic Affair Switzéand
Investment Fund for Central and Ed&&teope (I Fund) Denmdr
Gwenment of Belgium Belgium
Gwenment of Canada Canada
Gwenment ofrance Fance
Gwenment of Japan Japan
Ministy of Economic Affair Nethdands
Ministy of Evironment Denmae
Ministy of Ewironment Finland
Ministy of Breign Affar Norway

Ministy of ther€asuy Italy

Mold@a Micro Businessdatment Special Fund Switzéand

Nethdands Deelopmentifrance Company (FMO) Nethdands

Oveseas Privateviestment Quoration (OPIC) USA
Russia Small Businesg$tment Special Fund ~ G-7 and Swittand

Swedfund Sweden
Swedish Inteational Deelopment Gmorate Agency Sweden
Umweltbundesamt Gemany
United States Agency forratemal Deslopment (USAID) USA
International financial institutions

Europeanestment Bank (EIB) Europe
Intenational Deelopment AssociatiorAjID Multilateral
Intenational iRance Cporation (IFC) Multilateral

Nordic Bironmentiffance Cporation (NEFCO)
Nordic estment Bank (NIB)

World Bank

World Bank £kt Fund for Bosnia and Heviremo

Multilateral
Multilateral

1 Formerly Overseas Development Association (ODA).
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Seven projects co-financed
with the EC

Kazakhstan Ispat-Karmet Steel Works project (ECU
31.8 million) and the Lithuania Via Baltica Road
project (ECU 10.1 million).

Official co-financing institutions and IFls

The European Community co-financed seven operations,
amounting to ECU 83.3 million, through its Phare and
Tacis programmes in 1997. EC Phare participated in
two projects in Romania: Municipal Utilities
Development Programme 1l (ECU 35.4 million) and the
Energy Conservation SME Credit Line (ECU 2.4
million). In Bulgaria EC Phare also co-financed two
projects: Maritsa East 2 Power project (ECU 7.5 mil-
lion) and the Post Privatisation Fund (ECU 15 million).
In Bosnia and Herzegovina the European Community
participated in the Emergency Power Reconstruction
Project (ECU 15 million) and the Micro-Enterprise
Bank (ECU 6 million). The first co-financing operation
with EC Tacis was in Turkmenistan for the
Turkmenbashi Port Development (ECU 2 million) in
the framework of the EC-TRACECA Programme.

A significant volume of joint operations has been
maintained with the European Investment Bank,
including a major rail project in Hungary and projects
in Estonia, Poland and Romania.

The EBRD also cooperated extensively with the IFC
in 1997, and at the end of the year was working on the
potential joint syndication of loans for five operations.

Technical assistance

TAM Programme and the Baltic States BAS Programme
The objective of the TurnAround Management (TAM)
Programme is to provide industrial management know-
how and to develop new business skills for the chief
executives and senior management of industrial
enterprises in the EBRD’s countries of operations, so
that these companies can be competitive in market-
driven economies.

The grant funding provided by the European
Commission, the Russian Privatisation Center, the
Nordic Council of Ministers and other bilateral donors
has enabled the TAM Programme to undertake 340
projects in 15 countries since its launch in July 1993.
To date, these donors have committed more than ECU
31 million to the Programme, which will fund more than
600 projects in total.

TAM projects have been completed in 190 enter-
prises, helping them to reach combined sales of US$
4.2 billion in 1997, 14 per cent higher than sales at the
start of the Programme for each enterprise. This has
been achieved without a significant loss of jobs, reduc-
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ing the total workforce by less than 14 per cent, from
241,000 to 208,000. In addition, external finance totall-
ing over US$ 330 million has been raised by 49 of these
enterprises.

A formal assessment of the TAM Programme, under-
taken by the European Commission in April 1997, rated
the implementation of TAM as “Highly Satisfactory”. In
the light of this, the Commission has provided through
EC Phare a further ECU 10 million to support 167 new
TAM projects in central Europe. In the countries that
are next in line for accession to the EU (the Czech
Republic, Estonia, Hungary, Poland and Slovenia) TAM
teams are focusing on improving production, safety,
health and environmental standards to help these
countries meet the requirements for EU accession.

The TAM programme has also been evaluated by the
EBRD's independent Project Evaluation Department.

The Baltic States Business Advisory Services (BAS)
Programme is complementary to the TAM Programme in
that it addresses the transition of the smaller enter-
prises. Supervised by the Bank’s TAM Group, it
provides assistance specifically aimed at marketing,
financial management and ISO quality standards for
small businesses in the Baltic states. By the end of
1997, BAS had been involved with more than 425
enterprises employing over 55,000 with total sales of
US$ 1.6 billion. A number of these enterprises are
clients of local financial intermediaries financed by the
EBRD and have raised US$ 11 million in external
finance. Since its inception in 1994, the BAS
Programme has been funded entirely by the Nordic
countries, which have to date committed ECU 4.3
million. To enable the BAS Programme to continue its
work in 1998, the European Commission has agreed to
provide ECU 2 million.

An operational evaluation of BAS, carried out by the
Bank’s Project Evaluation Department in July 1997,
provided the basis for the continuation of the BAS
Programme in the Baltic states and its expansion into
other EBRD countries of operations.

Legal transition

The EBRD helps its countries of operations to develop a
legal environment which supports promotion of private
sector activities and transition towards market-oriented
economics. By providing legislative advice and
assistance, the EBRD allows investments to proceed
that otherwise may have foundered as a result of legal
impediments. The quality of the legal environment is
thus improved for the benefit of the Bank’s own
investment operations as well as transactions in general.



In 1997, the EBRD concentrated on legal transition
initiatives in five key sectors.

Using the Bank’s Model Law on Secured
Transactions as a benchmark, specific assistance was
rendered to Georgia, Hungary, Latvia, Romania and
Tajikistan. The EBRD also provided assistance in the
development of institutions necessary for the effective
implementation of recently reformed secured trans-
actions laws. For example, with the assistance of the
EBRD, Hungary became the first of the Bank’s
countries of operations to introduce a centralised and
computerised registry for charges, thereby ensuring
greater effectiveness of its recently amended secured
transactions law. Together with the German Agency for
Technical Assistance (GTZ), the EBRD is developing a
project to assist Moldova with the introduction in 1998
of a computerised registry for charges.

Specific assistance on telecommunications law was
extended to Bosnia and Herzegovina (as part of the
EBRD’s efforts to assist in the reconstruction of the
country’s telecommunications infrastructure), Estonia,
Lithuania and Poland. In 1998 the EBRD expects to
provide assistance to Albania and other early-stage
transition countries on the reform of telecommunications
laws.

The EBRD continued to provide assistance to its
countries of operations on the development of conces-
sion laws to facilitate the issuance to private sector
operators of concessions over public services or assets.
In particular, the EBRD assisted the Foreign Investment
Commission of Ukraine in the preparation of a
production sharing agreements law.

Having received legal technical assistance from the
EBRD, Azerbaijan introduced a new Bankruptcy Law in
1997, which provides for streamlined procedures for
ownership transfer of insolvent enterprises, and for the
restructuring of insolvent enterprises that are capable of
recovery. The Bank also provided assistance to Romania
for the amendment of its bankruptcy laws and extended
advice to a number of other countries.

The EBRD has increased its activity in the area of
laws regulating the capital markets. A legal technical
assistance project is being developed by the Bank to
assist in the establishment of a securities commission in
the Czech Republic. The Bank is also developing a
legal technical assistance project to assist the Russian
Federation with the development of laws relating to the
operation of the capital markets, such as securities
transactions settlement, investment trusts and corporate
combinations, and clearing laws.

Education and training

The EBRD’s education and training programme helps
institutions to deliver training and other services locally
in support of the transition process and the Bank’s
activities. In 1997 over 20,000 company managers and
bankers were assisted by bank training schools and
business training and advisory centres.

In addition, as a partner in the Joint Vienna Institute
(IV1), the Bank delivered seminars on practical enter-
prise management to senior managers from EBRD client
companies. The JVI is an international training institu-
tion founded by the EBRD, the Bank for International
Settlements, the International Bank for Reconstruction
and Development (World Bank), the International
Monetary Fund and the Organisation for Economic
Cooperation and Development. It is sponsored by the
European Community and various bilateral donors.

Retainer contract between the EC and the EBRD

The EBRD has continued to provide technical services,
on a cost-recovery basis, to the EC’s Phare programme
and to its beneficiary countries. In response to Phare’s
requests, EBRD bankers and lawyers have used their
privatisation, restructuring and banking experience to
advise on the design and/or monitoring of Phare opera-
tions. Assignments completed in 1997 included the
mass privatisation programme in Bulgaria, the strength-
ening of the financial sector in Bulgaria, FYR
Macedonia, Hungary and Poland, and support for
regional investment companies in the Czech Republic
and Poland. During 1997 Phare asked the EBRD to
design and monitor new assignments in a wide range of
areas. These included assessment of investment needs
to meet EU standards, development of a model for co-

financing a Municipal Utilities Development Programme

in Romania, assistance in the establishment of a
Securities Commission in the Czech Republic, and
support for the Agency for Industrial Development and
Revitalisation in the Slovak Republic. As of the end of
1997, there were 20 ongoing projects under the
Retainer contract. By helping to advance the transition
process and the preparation for EU membership, these
advisory activities complement the operational activities
of the EBRD and enhance the success of the projects of
both Phare and the Bank.

From 1998 onwards these types of activities are
planned to continue with the focus mainly on helping
the countries prepare for accession to the European
Union.

Review of 1997 operations

For example, the Morozov Project,
managed under the auspices of
the Academy of Management and
Market in Moscow, consists of
41 business training centres and
24 business support centres
located across Russia. The
trainers and consultants from
these centres have received
materials and skill development
programmes on a centralised basis
and dissemination of this know-
ledge, particularly in partnership
with SMEs and business support
organisations, has taken place
actively at the local level.
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Project evaluation is the
assessment of the performance
of completed projects and
programmes through systematic
analysis of their outputs or
outcomes against expected or
planned results. It also involves
the evaluation of categories of
operations and patterns of
experience.

The EBRD’s project evaluation
function seeks to measure

how closely the Bank’s operations
meet a broad range of qualitative
and quantitative objectives. It
looks for significant lessons to be
learned from the EBRD’s
completed operations, and those
of other international financial
institutions, to help in shaping
future operations. To learn from
experience earlier during the
project cycle, it also tries to gain
evaluation experience with ongoing
projects and existing programmes.

The independence in which
project evaluation activities

are carried out secures objectivity
and transparency.

Project evaluation

Assessing performance

The EBRD’s Project Evaluation Department (PED)
concentrates on evaluating operations one to two years
after full disbursement has taken place. From the
Bank’s inauguration in 1991 until the end of 1997, PED
prepared 57 Operation Performance Evaluation Review
(OPER) reports on private and public sector investment
operations, comprising 58 per cent of those operations
ready for post-evaluation. It should be noted that the
Bank has so far committed funds to 470 projects.
Including evaluations on large technical cooperation
(TC) operations, TC-related special studies and mid-
term evaluations of Bank operations, PED has produced
88 evaluation reports in total. During 1997 the Board of
Directors approved an update of the Bank’s policy on
project evaluation, taking into account the experience
gained during the past four years and the Bank’s
learning experience through cooperation with other
international financial institutions. PED is to conduct
more thematic and impact studies, expand TC evalua-
tion, and assess more self-evaluation reports. PED is
also to evaluate country strategies.

The outcomes of the 1993-96 Annual Evaluation
Overview Reports (AEORS), as well as the performance
of investment operations evaluated or assessed during
1997, show that the portfolio comprising those opera-
tions maintains an acceptable quality. The table below
incorporating the 1997 evaluation outcomes shows that
the percentage of projects classified by PED as
“Unsuccessful” has remained at 11 per cent for 1993-
97 compared with 1993-96.1 The slight move in the
number of projects with an overall “Successful” or
higher rating to a “Partly Successful” rating can be
explained primarily by a decrease in the number of
projects with a “Satisfactory” or better company/project
performance rating and a modest decrease in the rating
on transition impact.

Evaluation performance ratings of investment operations
1993-97

1993-96 1993-97 1997

Performance rating No. % No. % No. %

Successful or higher 40 65 58 59 18 50

Partly successful 15 24 29 30 14 39
Unsuccessful 7 11 11 11 4 11
Total 62 100 98 100 36 100

Six out of 11 operations rated Unsuccessful, which are still active, are
dealt with or supervised thoroughly by the Bank’s Credit Special Asset unit
in the Risk Management department.
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The performance classification of the evaluated
operations is based on five strategic performance
criteria: the EBRD’s additionality (the Bank may invest
only if other financing is not available on reasonable
terms); the operation’s impact on the transition process,
including environmental considerations; fulfilment of
objectives; the company/project business performance;
and the project’s investment performance for the Bank.
The transition impact of Bank investments is an
important element in determining the overall perfor-
mance rating of each operation. In the analysis, PED
uses a standard set of transition indicators developed by
the EBRD’s Office of the Chief Economist in coopera-
tion with PED. The evaluation findings so far reflect the
positive way in which the Bank has fulfilled its mandate
since its inception.

Apart from ensuring that PED identifies whether
the Bank has functioned according to its mandate
(accountability), it is essential that the project evalua-
tion process also generates important lessons to be
learned from past operations: through Bank-wide
dissemination of these lessons, bankers are able to
improve future operations (quality management). In
addition, PED meets regularly with Risk Management to
ensure that lessons determined which are specifically
related to risk issues are appropriately shared and can
be integrated into the design and structure of new
projects. A substantial amount of PED staff time is
allocated to disseminating evaluation findings to Bank
staff as early as project appraisal, and through “lessons
learned” workshops.

Evaluation of funds

The Russia Small Business Fund, in its full-scale opera-
tion, was evaluated by the PED in 1997, at the request
of the assembly of contributors of the RSBF and Bank
management. The report presented an evaluation of the
transition impact as well as the operational performance
of the RSBF and made several recommendations regard-
ing the use of technical cooperation facilities and
operational improvements to the programme.

The PED undertook a mid-term review of Regional
Venture Funds based on a sample of six RVFs. It
concluded that the programme is additional, generates
substantial transition impact (although at substantial
cost), applied sound banking principles in relation to
individual RVF investments and adequately covers
environmental concerns (although some inspections
gave rise to concern regarding the implementation of



some environmental stipulations and health and safety
aspects at working stations). Areas to be addressed as a
result of the review include: the uncertainty of continu-
ous funding by a major funding source; the continuous
availability of sufficient and adequate venture capital
expertise with each RVF; the adequacy of communi-
cation among RVFs and with other donors’ related
programmes; and the appropriateness of the RVF
investment policy.

Thematic lessons from investment operations

The lessons presented below are presented in the context of the
Bank’s disclosure policy on evaluation findings and are drawn from
both positive and negative information gathered during recent
years. They are intended to help increase the overall quality of the
EBRD’s future portfolio by enabling staff at all levels to learn from
both successful and unsuccessful operations.

Transition impact

The EBRD’s involvement in the privatisation process. The Bank can
have a substantial impact and catalytic role in privatisations. This
is best achieved in projects that: (i) have a restructuring element
designed to increase their attractiveness to a strategic buyer, and
(i) where the privatisation’s overall objectives are clearly defined.

Role of the strategic partner. High transition impact in privatisa-
tions can be reached with strong industrial partners, who are will-
ing to sustain the independent operations of a privatised company
as opposed to taking it under strict subsidiary type of control.

Excessive taxation on the country’s key sectors. An adverse tax
environment for the country’s key industries — in the form of
excessive taxation — may introduce constraints for the Bank’s
participation in the light of sound banking principles, and may
slow down the prospective transition impact of further operations
in the sector.

Environment

Environmental performance parameters. The Bank should satisfy
itself, with the support of industrial and environmental expertise,
that environmental performance parameters are defined in relation
to the client and between the client and suppliers of plant,
machinery and technology.

Funding of environmental project components. Environmental

action plans and agreements for environmental project components
should have adequate incentives and realistic, agreed funding over
time. Private sector operations with significant environmental
implications should be closely examined by the Bank to decide
whether grant finance should be sought for environmental
components as part of the total package with the application of
adequate structuring to avoid any market distortion.

Importance of early public consultation. Early public consultation
on the key environmental issues raised by complex projects can
help sharpen an operation’s environmental focus and should be
allocated adequate time and resources. EBRD access to first-class
industry and environmental expertise helps the dialogue on merits
of the project and risk mitigation. Environmental audits and
remediation programming should be allocated adequate time and
resources to be carried out.

Corporate governance

Structuring for enterprise reform and the essence of corporate
governance. Large industrial complexes in their early stages of
privatisation will often have retained their past management and
corporate culture — a major constraint for strategic reform.

Operations that seek to support their privatisation plans and post-
privatisation reform should, therefore, aim for the early separation
of stand-alone candidate operations. Early buy-outs from such
complexes will facilitate management renewal and endorse more
positive demonstration effects generated by the project company.

Structuring of partner alliances. Proposed partner alliances in
EBRD projects need early analysis and balancing of potentially
conflicting interests over time. Careful early analysis and structur-
ing can identify the risks and introduce balances in shareholder
agreements, technical collaboration contracts and staged
approaches to issues such as minority rights. Representation of
the Bank at Board level by strong industry expertise may provide
mediation between a local and a foreign partner in technically
complex operations.

Importance of ethics in corporate governance. It is important that
ethical aspects are considered in the analysis of ownership

and deal structuring in privatisation or early post-privatisation
stages. The Bank, as partner and financier to enterprises in early
privatisation or post-privatisation stages, seeks to ensure that
management and partners act ethically and do not abuse other
parties’ rights.

Thematic lessons on technical cooperation operations
During the evaluation of technical cooperation operations and
TC-related special studies, important lessons were identified that
can guide bankers in improving the quality of the preparation and
monitoring of their TC operations.

Industry expertise. More frequent consultation of specific industry
expertise at the early stage of project preparation (eventually even
at terms of reference formulation stage) would help to reduce the
risk of design deficiencies at project start-up.

TC monitoring. There is an urgent need for the Bank to address
the weaknesses and deficiencies of the TC monitoring process,
in general.

Improving the monitoring process. The often crucial importance
of TC in the process of preparing and implementing investment
operations, the relative labour intensity of the monitoring, and
the Bank’s responsibility toward the TC fund providers requires
adequate attention in the transaction process.

Importance of enhancing the procurement process of TC
operations. During PED’s evaluation of TC operations, the following
key lessons on procurement were recorded: (i) assessment of
TC achievements requires that the objectives are clearly stated in
the approved terms of reference; (ii) minutes of bid selection and
all other relevant records must be contained in operation files;
(iii) TC filing quality is often poor and should be enhanced. When
there is a change in staff responsibility, special attention should
be paid to the continuity of the monitoring tasks; and, (iv) TC
procurement is sometimes fund-driven, which might impede the
“value for money” aspect of TC operations.
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Procurement and contracting

The EBRD’s procurement policies and rules are based
on the fundamental principles of non-discrimination,
fairness and transparency. They are designed to promote
efficiency and effectiveness and to minimise credit risk
in the implementation of the Bank’s lending and invest-
ment operations. As well as securing the efficiency of
the Bank’s own projects, the implementation of projects
based on the EBRD’s procurement policy promotes:

m the development on a national level of public
procurement systems based on principles and
procedures of the highest international standard;

m increased participation by foreign enterprises in
EBRD-financed projects and greater involvement by
the international business community in the Bank’s
countries of operations;

m the introduction of innovative contracting models
and solutions based on a strong private sector
involvement in the provision of public services.

A clear distinction exists between procurement in
public and private sector projects in terms of proce-
dures. Procurement for a private sector project is
undertaken in accordance with established commercial
and industry best practices without the enforcement of
any prescribed rules and procedures. Through its due
diligence process, the EBRD ensures that procurement
and contracting is carried out with no conflict of interest
and that sound purchasing methods have been applied
in the best interest of the Bank’s clients.

Procurement in the Bank’s public sector operations
is governed by the EBRD’s Procurement Policies and
Rules, which stipulate that open tendering should
normally be applied for a public sector project; only in
exceptional circumstances are other procurement
methods considered. Open tendering ensures equal
opportunities for all interested tenderers, irrespective of
country of origin, to participate in a tender financed by
the EBRD. To help all parties involved in the tendering
and contract process, the Bank has made available a
range of material, such as standard tender documents
and procurement guidelines. Invitations to tender,
expressions of interest, contract award information and
other essential information regarding EBRD-funded
contracts is published monthly by the Bank in
Procurement Opportunities, which is also available on
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Analysis of public sector contracts by country
of contractor

Country 1997 1991-97
ECU million ECU million
Amenia 1.61 1.86
Austria 58.70 98.55
Belaus 0.99 2.12
Belgium 7.82 14.99
Bemuda b 1.74
Bosnia and Herzeiga 4.36 4.36
Bulgaria 0.28 20.88
Canada 2.89 5.85
Croatia 27.78 57.18
Cypus 0.05 39.34
Czech Republic 10.56 56.67
Denmdsr 2.51 22.47
Estonia 14.49 22.39
Fnland 5.33 63.93
France 17.06 140.34
FYR Macedonia 0.23 38.72
Gemany 100.23 331.40
Greece 0.69 3.90
Hungar 0.34 117.45
India 2.56 2.56
Ireland 0.64 8.62
Israel 1.25 1.25
Italy 36.34 211.63
Japan 1.39 23.96
KoreaRepublic of b 23.58
Latvia 5.08 21.35
Lithuania 17.95 38.37
Nethdands 3.06 14.36
Norway 2.10 23.59
Poland 38.25 124.72
Romania 19.53 46.97
Russiandéeration 17.85 83.43
Slovak Republic b 47.36
Slovenia 11.50 95.69
South Africa b 2.23
Spain b 32.90
Sweden 7.12 58.12
Switzdand 21.10 35.79
Tukey 31.15 64.60
United Kingdom 68.28 187.98
United States 5.01 128.47
Othes 0.18 4.18
Total 546.3 2,327.9

the Bank’s Web site. Procurement information is also
provided in the Official Journal of the European
Communities and United Nations Development Weekly.
In 1997 the EBRD signed 16 public sector projects
with a total project value of ECU 1.3 billion. A total of
250 public procurement contracts were funded by the
Bank during the year to the value of ECU 546 million.
Suppliers from 53 countries were awarded contracts,
including 21 of the EBRD'’s countries of operations.
Open tendering was used for 81 per cent by value
of contracts.



Method of procurement for contracts awarded
in the public sector in 1997

(by volume)
Open
81%
Competitey ‘
4% Singl
ingle
Local ‘ 3%
4%
Other
N 7%
Selectiy -

2%

Definitions of procurement methods

Open tendering: procedures under which all interested supplier
oppotunity to submit a tender
Local competitive tendering: tendes in accordance with national

procedures acceptable to the EBRD in which forzigre fallowed to
paticipate.
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Contracts awarded in the public sector by contract type

in 1997
(by volume)

Other
2%

Works
45%

Definitions of contract types

Supply & installation
23%

Goods
24%

Consultant séces
6%

Works: contracts for civil constion wds to an agreed desigmy roads
contractar are given adequate notice of purchase requirements and eapsbuilding#cluding specified plaeguipment fixtures and fittings to

be incquorated in the sitture.

Supply of goods: contract for the mision of plant and equipment where
installation and commissioning represents a smaioproptine contract

value.

Competitive selection: the process of selecting a consultant from proposSalsply and installation: contract for the pision of plant and equipment
where installation represents a substantiatipropbthe value of the

received from a shlist of fims.

contract.

Single tendering: procedures applied in exceptional cases where a single
Consultant services: hiring of consultants tovide prafssional advice

firm is inited to submit its tender without prior public notification.

Selective tendering: procedures similar to those for open sesdEpt
that the client preselects qualifietsfivhich will bevited to submit
tendes.

In 1997 the procurement and technical support
function of the Bank was comprehensively reorganised,
with a stronger focus on its advisory and service func-
tions. Building on its aim of providing quality services
and professional advice for both internal and external
clients, the Procurement Department formulated a new
strategy and business plan in 1997 focusing on:

m a continuous development of procurement policies,
rules and methods

m training of staff and clients
m creation of a procurement quality assurance system
m a wider use of information technology, including the

Internet for dissemination of procurement opportu-
nities and other useful information.

and perfon specific tasks.
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