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The Evaluation department(EvD) atthe EBRD reports directly to the Board of Directors, and is indep endent
from the Bank’'s Management This independence ensures that EvD can perform two critical functions,
reinforcing instituional accountability for the achievement of results; and, providing objective analysis and
relevantfindings to inform operational choices and to improve performance over ime. EvD evaluates the
performance ofthe Bank’s completed projects and programmes relative o objectives. Whilst EvD considers
Managements views in preparing its evaluations, itmakes the final decisions aboutthe content ofits reports.

This reporthas been prepared by EvD independently and is circulated under the authority of the Chief
Evaluator, Véronique Salze-Lozac'h. The views expressedherein do notnecessarily reflectthose of EBRD
Managementor its Board of Directors. Responsible members of the relevantOperations team were invited
to comment on this reportprior to internal publication. Any comments received will have been considered
and incorporated atthe discretion of EvD.

EvD’s reports review and evaluate Bank activites at a thematic, sectorial or project level. They seek o
provide an objective assessment of performance, often over time and across mulfiple operations, and to
exfract insights from experience that can confribute to improved operational outcomes and insfitutional
performance.

Under the supervision of the Chief Evaluator, Véronique Salze-Lozach, this Evaluation was prepared by
Oskar Andruszkiewicz and Shireen El-Wahab, Senior Evaluators, as well as Sofia Keenan, Analyst, all from
EvD. An external peer reviewer, José Carbajo, former Director atthe IEG, the World Bank Group, provided
valuable comments. The team would like to thank Akinola Edun, Principal in the Operational Strategy and
Planning team who provided some supportto data analysis and visualisation. The team would also like to
thank colleagues from the Donor Co-Financing teamfor providing information and supportthroughout the
whole exercise.
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Capex Capital ex penditure
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Defined terms

Capacity -building technical
assistance (as work stream of
policy dialogue)

Co-Investment funds

Donor funds

Ex pected transition impact

Policy engagement/policy
dialogue/policy reform
dialogue/policy work —terms
are used interchangeably .
Definition of whatis meant is
found in Enhanced Approach.

Reform advocacy (work stream
of policy engagement)

Technical cooperation
(transactional and non-
transactional TC) - taken from
March 2019 Review and
Approv al of the Use of

Grant Funds
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Complementing policy advice, the Bank may provide capacity -building technical
assistance fo institutional counterparts to support the implementation of policy
reforms.

Capital expenditure (capex) grants go to recipients that have EBRD loans which
are subject to EBRD procurement rules. These recipients are either sovereign
(under loans to a country or guaranteed by a country and made to a government
agency) or sub-sovereign (which are generally to municipalities but administered
as private loans). Other specialised grants have been developed primarily to
encourage a certain sector/ priorities, i.e. climate change and for purposes of
technology and energy efficiency . Donor loans are generally lent parallel to EBRD
loans, within the same loan agreement. In a few cases, however, there hav e been
standalone donor loans alongside other forms of financing, such as bonds.

Donor funding provided to support EBRD investments or activities in the form of
grants, risk participation and loans.

Expected transition impact (ETI) is a score assigned at the project level, derived
using an internal scoring system based on the fransition impact assessment of
investment projects. ETI incorporates both fransition impact potential (that is,
setting appropriate objectives for projects in the context of transition challenges in
a country) and risks to achieving those objectives, thus reflecting the most likely
“fransition value” ofa project.

The ETlin the Bank’s scorecard measures the average ETlofall new projects rated
over the course of a year. The Bank’s projects are assessed individually during the
project approv al process and categorised according to the matrix in the scorecard.

Within its mandate and leveraging its know ledge, investmentex perience and local
presence, EBRD engages in dialogue with the authorities in the economies where
we investand promotes a dialogue betw een the public and priv ate sectors, to help
identify policy and insfituional challenges to fransition to open market economies
and priv ate sector-led sustainable and inclusive growth. In doing so, ithelps induce
or re-ignite reforms, and supports the formulation of new or amended policies,
legislative and regulatory framew orks and their implementation.

Rooted in robust country diagnostics and thematic/sector analy tical work, reform
advocacy represents regular EBRD interaction with relevant authorities, with or
without the involvementof the private sector, at national or regional level. Reform
advocacy aims to further general or particular reform agenda points, providing
analytical evidence of problems, to share knowledge, including on best practice,
and to nudge thinking and gauge reform appetite and commitment. The EBRD may
also assist with establishing and maintaining platforms for public-private sector
dialogue on policy reform.

TC means technical assistance/cooperation activities.

Transactional TC means a TC activity directly linked to or in direct support of a
specific EBRD investmentoperation, framew ork or programme.

Non-transactional TC is a TC activity that is not directly related to a specific EBRD
investmentoperation, framew ork or programme.
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Key messages

1. The SSF serves the
EBRD’s strategic
priorities well

2. The SSF contributes
significantly to broaden
the scope and deepen
the intensity of the
Bank’s transition impact
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The SSF is universally appreciated as an importantand at imes critical
resource available to the Bank.

Reforms since 2015 have strengthened the Fund’s strategic alignment,
though Board members have difierentperceptions ofthe extentto which
these are adequately operationalised.

The SSF helps drive delivery of the Strategic and Capital Framework
(SCF) priorities. It has been instrumental in developing projects with
public sector clients in the early transiion countries (ETCs) and has
enabled the Bank to develop and deliver its non-tfransactonal work
related to new areas of SCF ambition and policy priorities.

The SSF’s flexibility has enabled it to contribute positively to crisis
response on several occasions (for example, Syrianrefugee and Covid-
19 crises). This flexibility of the Fund also allows it o be agile and adapt
to the evolving priorities of the Bank.

The currentlevel of available SSF financing appears broadly suficient
Yet, if Bank activiies/ambitions expand and the Fund’s firepower i real
terms is further eroded by surge in inflation, this would warranta carefll
reconsideration.

The SSF has been important and at tmes instrumental in delivering,
broadening and deepeningthe EBRD’s fransition impact. Without it, the
Bank's fransion impact would have been weaker and ability to
generate new business would have been impacted materially.

The SSF is the backbone of several of the Bank’s flagship investment
and advisory acfvifies (such as the Small Business Support [SBS]
programme and Legal Transion Programme [LTP]) and there is
convincing evidence of its catalytic role in enabling investment and
policy work as well asin pioneering new areas of support(for exampk,
in green, inclusion and digitalisation). Its part in supporting non-
transactional work, including policy dialogue prioriies, has been major
and grown recently with the share of the non-transactional Technical
cooperation (TCs) in SSF-approved funding rising from 18 per centn
201810 27 per centin 2020.

Atthe country level, SSF has enabled country strategy delivery in some
EBRD economies facing higher fransition challenges, parficularly in the
public sector in the field of sustainable infrastructure or where the EBRD
asks the client to go beyond traditional requirements.

Compared to most other alternative donor funds, including European
Union (EU) funds, the SSF offers banking and non-banking teams a
distinct type of funding that is much faster and less burdensome to
secure, as well as more responsive fo concrete needs on the ground.

Although relevant, despite seven years since the peak of the Syran
refugee crisis and establishment of the SSF Community Resilience
Sub-Account(CRS), mostinvestmentprojects that benefited rom CRS-
funded capex grants have notyet materialised, so results fall short of
initial expectations.

Special Study : Evaluation of the Shareholder Special Fund (2016-20) Vii
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3. The governance of the *
SSF is appropriate to
lead to efficient delivery,
but improvements are
needed on, among other
things, data and
information technology
(IT) systems used by the
Donor Co-Financing
(DCF) team its
organisational set-up and
process of pooling
expertise and resources

4. SSF results -
management has been
strengthened lately, but

still has some

weaknesses
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The shit from one to two-year Work Plans (WPs) has been
consequental and positve, bringing, among other things, more
certainty in planning over a longer time horizon and party alleviating he
“end-of-the-yeareffect’, with a typical rise in funding requests in the last
quarter ofa given year. The inroduction ofthe Country Allocation model
guiding the allocation of SSF funding increased transparency and
reduced scope for bargaining across the teams. Nonetheless, some
tangible scope for improvementin governance exists, for instance in
terms of reorganisation of setup and responsibiliies of some DCF
teams and sftreamlining of certain administraive tasks, beter
collaboration with other departments and upgrading of IT systems.

In relation to other donor funds, the SSF funding requestis easier to
prepare (also thanks o betier alignment with the Bank's mandate),
speed ofresponse on a requestis greater and overall clarity ofapproval
process compares favourably.

Although somehow challenging to conduct comprehensively, the ex-
ante SSF needs assessment that underpins the conceptualisation of
each WP is not comprehensive enough.

The SSF disbursement rate rose markedly over recentyears (contary
to the rate for other donor funds) from53 per centin 2018 to 66 per cent
in 2021. However, the Fund’s disbursement rate can be further
improved. One potential area is more rigorous monitoring and more
transparentreporting on the SSF control mechanisms to further identify
and address some persisiing botienecks.

More meaningful changes in the SSF, including its eligibility criteria,
could have been precededby wider consultations and more structured
feedback from banking and non-banking teams.

More systematic training sessions on practicaliies of requests and
approval process run by the DCF team and catered to first ime/heavy
SSF users could reduce fricions and raise eficiency of the Funds
deployment

There is a lack of transparency of information on alternatve donor
funding options available for the banking and non-banking teams that,
by default, are obliged o explore alternative funding opfions to the SSF
atthe outset Thisis stil lacking.

While significant strengthening of reporting is visible, in particular with
the introduction ofannual SSF reporting atsector level, the major issues
of data and fragmentation of the process for producing the SSF sector
level report persist. Some of these issue were highlighted in the 2014
SSF evaluation.

Overall, and in line with the 2014 SSF evaluation, weak IT infrastrucure
and data continue to hamper managementofthe SSF by the DCF team

Special Study : Evaluation of the Shareholder Special Fund (2016-20) Viii
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Executive Summary

The EBRD Shareholder Special Fund (SSF) was established in 2008 so the Bank could respond more
effectively o the remaining transion challenges in its region of operations by providing essential grant
resources — technical cooperation (TC) and co-investment grants — to support the Bank’s operations and
policy dialogue.

The DCF team manages the Fund, which has been operatonalised through Work Plan programmatic
documents (with a two-year time horizon since 2019). Its sole source of funding has been EBRD’s net
income allocation (NIA), which typically hovered around €100 milion annually. Since its inception, more
than €1.1 billion of the Bank’s NIA has been channelled through the SSF, supporting upwards of2,200 TC
and co-investment grantprojects throughoutthe EBRD regions. In parallel to backing the Bank’s transition
agenda, the SSF has also become an integral partof its crisis response toolbox.

The last full evaluation of the SSF took place in 2014. This latest evaluation offers an independent
comprehensive up-to-date assessment of the Fund. It looked principally at the period January 2016 to
December 2020, though it also considered changes in and performance of the SSF since, where relevant.

Generally, the evaluation confirms that the SSF is “fit for purpose”. Itis widely valued and an essentialinput
to ransactional and non-transactional work. Its flexibility and strong alignment with Bank priorities make it
a preferred (and sometimes matchless) source of funding to advance the Bank’s transition impact At the
same time, some of the historical weaknesses persist, such as a suboptimal disbursementrate, gaps in

reporting and weak IT infrastructure and data. There are also several considerations to bear in mind as the
Bankreflects on whatis needed to address the transition challenges that its economies face going forward.

This evaluation soughtto answer three evaluation questions:
Evaluation Question 1: “To what extent does the SSF serve the Bank's strategic priorities?”

The evaluation found that the SSF is broadly appreciated as an important and at imes crifical resource
available to the Bank. Reforms since 2015 have strengthened the Fund'’s strategic alignment, helping to
deliver the SCF. At the country level, the SSF has enabled country strategy delivery. The Fund has been
instrumental in developing projects with public sector clients in ETC countries, partcularly in the field of
sustainable infrastructure or where the EBRD asks the client to go beyond traditional requirements. It has
also enabled the EBRD to develop and deliver its non-transactional work in new areas of SCF ambition and
policy priorities. The SSF is a flexible tool that has proven adapfable to crises. It has contributed positively
to the Bank’s crisis response on several occasions (such as the Syrian refugee and Covid-19 crises). The
currentlevel of available SSF financing appears broadly suficient, although this would warrant careful
reconsideration if Bank actviiies/ambitions were to expand, emergency calls on the Fund continued,
assuming flows of other donor funds remain constant

Evaluation Question2: “To what extent does the SSF broadenthe scope and deepen the intensity of the
Bank’s transition impact?”

The SSF has been an importantand at tmes mafchless source of funding in delivering, broadening and
deepening the Bank’s fransiion impact Without it, the Bank’s transition impact would have been weaker
and ability to generate new business would have been impacted materially . The SSF has been the backbone

Special Study : Evaluation of the Shareholder Special Fund (2016-20) ix
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of several Bank flagship investment and advisory projects, and there is convincing evidence of its catalytic
role in enabling investment and policy work and demonstrating new areas for donor support (for instance,
in green, inclusion and digitalisation). The SSF plays a cenfral role in supporting non-transactional work,
including policy dialogue. This role has expanded recently with the share of the non-transactional TCs in
SSF-approved funding, rising from 18 per centin 2018 to 27 per centin 2020. Compared to whatmostother
alternative donor funds may currently propose, including EUfunds, the SSF offers banking and non-banking
teams a distinct type of funding that is much faster and less burdensome to secure, as well as more
responsive o concrete needs on the ground — often a game-changing feature.

Evaluation Question 3: “Is governance of the SSF appropriate to lead to efficient delivery?”

SSF governance works, though tangible scope for improvementexists. The shiftfrom one- o two-year WPs
has been consequential and positive bringing, among other things, more certainty in planning over a longer
time horizon and alleviating the “end-of-the-year eflect’ to some degree. Ex-ante needs assessment that
underpins the conceptualisation of each SSF WP is not comprehensive enough. Regarding other donor
funds, especially EU funds, the SSF funding requestis easier to prepare, speed ofresponse on the request
is greater and overall clarity ofthe approval process compares favourably. However, some transparency in

terms of alternative donor funding options for the teams is stil lacking while training/guidance offered to
SSF firstheavy usersis insufficient

The SSF disbursement rate, contrary to that for other donor funds, rose markedly in recent years from 53
per centin 2018 to 66 per cent in 2021. Still, there is some scope for further uplit. Efforts to continue to
improve could include more rigorous monitoring and reporting of selected SSF control mechanisms so that
some remaining disbursement botenecks could be identified, further analysed and potentially addressed.
While significant strengthening of the SSF reporting is visible and well acknowledged, particularly with the
inroduction of new sector level reporting, there is room for improvement to respond fully to
recommendations made in the 2014 SSF evaluation. Generally, and in line with the 2014 SSF evaluation,
weak IT infrastructure and data continue to hamper DCF’s managementofthe SSF, while reorganisation of
its teams’ set-up and streamlining of some administrative tasks are under way.

Managementand Board may wish to consider the following insights that stem from this evaluation:

Insight 1: The portfolio analysis confirms that SSF remains an important and sometimes crucial
source of funding for banking and non-banking teams. Despite the currentlevel of NIA to the SSF being
broadly sufiicient, maintaining the status quo going forward may warrantcareful reconsideration, especialy

in the context of potential expansion of Bank's activiies/ambitions and continuous emergency calls on the
Fund due to crises.

Insight 2: The speed at which SSF funding is made available has far-reaching implications going
beyond a simple notion of time and convenience. For some types of interventions (for instance,
individual stand-alone TCs and policy dialogue), itmay be a decisive factor whether such go ahead or not

Insight 3: Intimes of crisis, the SSF offers an opportunity to respond quicklyto priority areas. Usng
the SSF as part of the Bank’s response tool during the Syrian refugee crisis demonstrated that the creation
of a dedicated CRS within the SSF with ring-fenced NIA provided for a rapid channel to access funds. Its
simplified approval process helped teams to access that funding when tme was of an essence. Yet, it would
have been beneficial to have built-in flexibility permiting a imely reallocation of the funds across the CRS
prioriies/pillars when the ex-ante assessmentof needs differed from what was eventually possible/needed.
For further insights on the CRS specifically, see Section 3.3.3.

Special Study : Evaluation of the Shareholder Special Fund (2016-20) x
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Insight 4: The SSF allocation systemis efficient andits regular review is a good practice.

The mult-year WPs provide an efficientallocation process, matching needs to funds and enabling smoother
fund approvals throughoutthe year.
The country allocation model provides an efficient governance mechanism to guide the allocation of the

SSF funding across regions, tying SSF more closely o delivery of results at the country level. Regular
review allows a transparentdiscussion of its confinued adequacy.

Insight 5: S ufficient monitoring and reporting on S SF control mechanisms are notavailable. This, in

view of the EvD, may stll hamper somehow the understanding of some outstanding botienecks to
deploymentof SSF funding and potentially prevents further improvementin disbursement seen over recent
years.

Insight 6: There is demand for enhanced S SF knowledge management and sharing that would
improve SSF performance. This was seen when the SSF was used as a vehicle to respond fo crises..

Furthermore, users of the Fund and the DCF team would benefit fom more tailored training on betier
information aboutalternative donor funding.

Recommendations

Based on the findings identified under each question and extracted insights, this report makes four
recommendations with respect to the SSF.

Two strategic recommendations

Recommendation 1: Areview of the adequacy ofthe SSF level of funding and its sustainability wil
be valuable to ensure thatthe Fund can continue beinginstrumental in driving the Bank’s transition
impact. With the mid-term SCF period fastapproaching as a ime to reflect on strategic priorities, alongside
EBRD response to the compounding and multiple global crises in its CoOs, this offers a imely moment for
reflecting on the level of the SSF supportthat will be necessary to deliver the Bank's mandate and ambitions
in the nextperiod.

Recommendation 2: Make the adjustment of initial funding allocations, as part of the SSF crisis
response sub-accounts/ vehicles, more flexible, and strengthen the learning loop to maximize the
use of the SSF as a crisis response tool. Concretely, consideration should be given to the possibility of
creang a built-in mechanism/ procedure allowing a swift reallocaon of funding across
priorities/pillars/iwindows under future SSF sub-accounts/ vehicles setup to respond to crises, should needs
change with regard o an ex ante assessment In addiion, SSF-funded expenditures on diagnostics work
and real-ime monitoring should be facilitated from the outset

Two technical recommendations

Recommendation 3: Improve the SSF resource monitoring and reporting: Enhance the SSF resuls
reporting (including to Board of Directors) by adding regular (atleast on an annual basis) analysis on he
SSF Control Mechanisms 3,4 and 5, fo increase fransparency, identify disbursements’ botenecks, and
ulimately contribute to increased efficiency in the use of the SSF financing.

Recommendation 4: Set-up a comprehensiveand up to date on-line platform/ tool and accessible to
SSF users. Comprehensive andregularly updated on-line platiorm/ tool offering an overview ofall available

donor funds, and ability to run searches by key eligibility criteria (sector, product and country at the
minimum), should be set-up, piloted, operationalised and made accessible to the SSF users by mid-2023.

Special Study : Evaluation of the Shareholder Special Fund (2016-20) xi
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1. Evaluation objectives,
methodology and key SSF features

1.1 Rationale for evaluating the SSF

It has been eightyears since the last independent evaluation of the Shareholder Special Fund (SSF)*. In
light of considerable changes ofthe SSF that have taken place over recentyears, and in the context of the
upcoming mid-term evaluation of the Strategic and Capital Framework (SCF) 2021-2025, both the Board of
Directors and Managementwelcomed a fresh and up-to-date evaluation ofthe Fund. This evaluation should
confribute to ongoing discussions on shaping the SSF to supportdelivery ofthe EBRD’s mandate, including
its suitability to help deliver the second phase ofthe Bank’s currentSCF and, whererelevant, may also feed
into currentdiscussions on the role of the SSF in the Bank's response to Russia’s war on Ukraine.

1.2 Obijectives, questions, methodology and the
report’s structure

The evaluation aims to answer an overarching question:
Is the SSF fit for purpose?

The evaluation seeks 1o answer this query by asking three key questions, in line with Organisation for
Economic Co-operation and Developments DAC (OECD DAC) evaluation criteria:2

EQ1: To what extent doesthe SSF serve the Bank’s strategic priorities?
— Doesthe SSF supportthe Bank's strategic priorities?

EQ2: To what extent did the SSF broaden the scope and deepen the intensity of the Bank’s transition
impact?

— Towhatextentdoes the SSF contribute fo fransition results?

— What did the SSF help to deliver?

— What evidence is there of the SSF acting as a catalyst fund?
- What key SSF characteristics enable/constrain delivering fransition impact?

— How has the SSF Community Resilience Sub-Account(CRS) performed?

EQ3: Is governance ofthe SSF appropriateto lead to efficientdelivery?

— Towhatextentis the SSF WP conceptualisation and approval process efficient?
— Towhatextentare the SSF funding application, allocaton and disbursement efficient?
— Hasmanagement of the SSF, including reportng, been efiicient?

The evaluationtook “top-down” and “bottom-up” approaches. To examine the relevance ofthe SSF,
the evaluation looked at SSF objectives and the changes implemented inits governanceand structure. The
evaluaton considered the EBRD’s strategic priorities for the periods 2016-20 and 2021-25 SCF and its

1 EBRD, 2014. EBRD Shareholder Special Fund - Interim Ev aluation. Available at:

https://w w w.ebrd.com/downloads/about/evaluation/140723AP. pdf

2 The OECD DAC Netw ork on Dev elopment Evaluation has defined six ev aluation criteria: relevance, coherence,
effectiveness, efficiency, impactand sustainability .
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country-specific prioriies as idenfified in relevant country strategies. The evaluation also looked at SSF
added value and coherence in terms of the benefits it brings to the Bank, and how it fits into the Bank's
donor funding actvities. Fromthe efiiciency perspective, the evaluation consideredto whatextentthe SSF's
arrangements and resources relating to the SSF supportan efiicient use of the net income allocation,
focusing, among others, on themes such as efficiency of funding application, approval, disbursement
monitoring and reporting processes. To assess results, the evaluation soughtevidence on how the SSF has
contributed to the Bank's delivery ofits ransiton agenda and transition results. It also examined drivers of

the Fund’s performance (for example, speed and in-builtalignmentwith EBRD objectives) and their benefits,
including comparison with those offered by alternative donor funds.

The evaluation also includes a stand-alone assessment of the CRS, looking atiits relevance, efficiency and
the extentto which it contributed to intended results. The CRS analysis has also been included because,
unlike the rest of the Fund, it acted more like a programme as it had more measurable objectives in terms
of its objective to supportthe Bank’s refugee response plan. In addition, there has been no assessment of
the Bank's response to the Syrian refugee crisis untl now. This, coupled with considerable interestin the

topic across the organisation, further reinforced by the large refugee flows friggered by Russia’s war on
Ukraine, warranted a stand-alone analysis, 100.

The scope of this evaluation principally covers the period January 2016 to December 2020,
corresponding largely to four consecutive SSF Work Plans (WPs): 2016, 2017, 2018 and 2019-20.
Yet, recentchanges in the SSF called for more selectivity and pragmatism in designing its scope. While
some aspects such as sequencing of the WPs (subject of an ongoing discussion) were excluded, the
evaluation scope includes other post-December 2020 changes, such as the infroduction of the new sector-
level reporting system and its ramifications.

This evaluation applied a mixed methods approach and used various data sources including, among
others, interview program encompassing 60 semi-structured interviews across various teams in the
Bank, on-line survey of 136 Operation Leads (OLs) who requested the SSF funding over 2019-20

period, mapping of 560 individual assignments funded under 2019-20 WP, portfolio & data analysis,
and extensive desk research. Details are outlined in Annex 1.

This report starts with a brief summary description of the SSF instrument in Section 2. Section 3
outlines the main evaluation findings around the three core evaluation questions identified in the

Approach Paper. Section 4 sums up conclusions and offers lessons and a limited number of
recommendations.

The reportincludes eight annexes with more granular evidence and in-depth analysis supporting the
assessment presented in the main body ofthe report.
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2. Shareholder Special Fund
2.1 SSF objectives

The Shareholder Special Fund was established in 2008. The rules of the EBRD SSF have been amended
over time to clarify its aimand focus, in line with the Board'’s views. Hisforically, these tended to follow
recommendations from evaluations ofthe SSF, a change in Bank policy regardingdonor funds and/or shifts
in the Bank’s priorities as reflected in SCF.

Figure 1 depicts evolving SSF objectives (as per Article 1 of the SSF rules), including the latest change that
took place in 2020.

Figure 1: Evolving SSF objectives: 2008-20

2008 2015 2020

“...the objective of the “... the objective of the “...the objective of the Fund is to
Fund is to broaden the Fund is to broaden the support operations and activities
scope and deepen the scope and deepen the in line with Bank's mandate a set
intensity of the Bank's intensity of the Bank's out in the Agreement and
transition impact, transition impact strategic objectives as expressed
focusing on the most in support of the in its Strategic and Capital
important transition Bank's key priorities” Framework. Operations and
challenges” activities should aim to promote
transition impact and enable
transitions in line with Bank's
country and sector strategies,
an focus should be given to

countries and regions facing
higher transition challenges”

Article 1 of the SSF Rules

Source: Independent Ev aluation Department (Ev D) depiction of objectives ov er ime as stated in CSAU15-55, approv ed
in BDS 15-133 (final) and BDS20205r1 (clean).

SSF governance and conditions for use

The SSF has operatedbased on resolutions of the Bank’s Board of Governors® and a set of rules*
approved by the Board of Governors. Together, these cover the objectives and source of SSF funding
and set the conditions attlached to the use of funds, administration of the SSF (including reportng) and
conditons for its efiectiveness, terminaton and amendments. Within this framework, the Donor Co-
Financing (DCF)team designs WPs and the EBRD’s Board of Directors approves them.

Itis noteworthy thatin terms ofthe key conditions to use the SSF, and throughout subsequent WPs,
the Fund has embedded some key ratios related to the fund allocation to Overseas Development

Assistance (ODA)/non-ODA countries with a clear prioritisation of early transition countries, as well
as TCs/co-investmentfunds ratio.

3 See Annex 5 for relevant Resolution for 2016 to 2019-20 WPs.
4 Rules of the SSF were approved in April 2008 and amended in January and October 2011, January 2013, June and
December 2015, December 2020 and mostrecently in April 2022 follow ing Russia’s war on Ukraine.
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The SSF guidelines also include a set of ineligible itemss that are reviewed regularly atWP approval. Here,
compliance is operationalised via the SSF fiche submission.

2.2 SSFWorkPlans and netincome allocations

SSF WPs identify priority areas for the proposed use of SSF resources and set operational focus,
including specific regional allocation and eligibility criteria. Since the establishment of the Fund in
2008, the norm has been to propose one-year SSF WPs tothe Board. As of 2019 and the SSF 2019-
20 WP, however, WPs have been designed for a 2-year horizon. Annex 2 outiines the timeline for SSF
sequencing, including key WP-related tasks.

The EBRD’s annual net income allocations (NIA) are the sole source of S SF funding.t The Board of
Governors makes decisions about the allocation of the Bank’s net income under Arficle 36.1 of the EBRD
Agreement. Common practice has been o requestthat balances left under previous WPs be transferred for
reuse in subsequent SSF WPs discussions and to reduce the requestof that WP NIA. While the value of
available donor funding mobilised for TC and co-investmentfunds has historically varied markedly fromyear
to year,” the EBRD’s NIA hovered typically around €100 million annually. The latestupdate to the SSF
from December 20208 approved the suggestion to maintain this figure: “While availability of net income
cannot be predicted over time, it is however suggested to maintain an annual allocation from netincome in
the order of €100 million as an appropriate orientaton also for the future, which can subsequenty be
adjusted in view of the Bank's emerging needs and financial results.”

The SSF is nowin its 14t year. Ithas received€1.165billion and disbursed €692 million.® Sofar, 12
WPs'? have been approved.

The size of the regional envelopes allocated within a given WP o specific regionsisinitially derived based
on the country allocaton model'' (top-down approach) introduced in 2015 and refreshed atthe start of
each WP. Yet, once the size of the regional pots is determined, regional managing directors (MDs) are
responsible for developing WP proposals within their jurisdicions.’2 They submit proposals determining de

facto country-level allocations (bottom-up approach) within the size of regional pots derived by the model.
MDs have no influence over te size of regional pots.

5 For 2022, according to the Board-approved WP 2021-22, these include EBRD staff and quasi-staff positions,
organisation of, or EBRD staff participation in, conferences/w orkshops, regular or ad hoc registration or membership
fees in external organisations or similar ex penses, core Bank surveys, unless permitted by the EBRD Board,
administrative ex penses related to staff travel and equipment, running ex penses for client operations (unless time-
bound and well-justified), and purchase of non-capex equipment for clients.

6 Netincome (and reserve) allocation decisions are made in accordance with Article 36.1 of the Agreement
Establishing the Bank, w hich provides thatthe “Board of Governors shall determine at least annually w hatpart of the
Bank’s net income, after making provisions for reserves and, if necessary, againstpossible losses (...), shall be
allocated to surplus or other purposes and w hatpart, if any, shall be distributed. (...) No such allocation, and no
distribution, shall be made until the general reserve amounts to at least ten (10) per cent of the authorized capital
stock.” The only ex ception was in January 2013 via an amendmentto rules (BDS13-008) to accept funds from the
SEMED Investment Special Fund to the SSF for use in any SEMED potential recipient country .

7 Forinstance, from €556 millionin 2016 to €945 million in 2017.

8 BDS20205r1 (clean)

9 These figures are as per EBRD, April 2022. EBRD & Donors 2021 Report. Disbursement figure includes transfers to
the SME LCY Special fund.

10 Includes the latest 2021-22 Work Plan that was approved in July 2021.

11 As per allocation methodology introduced in 2015 [as per BDS15-133] and relying on three parameters to derive
initial country allocations then aggregated to regional groupings: gross domestic product per capita, population and
transition gap. The mid-point review ofthe model by the EPG team in 2020 did not result in any changes [as per
BDS20-205].

12 They do this by agreeing on a planned allocation of av ailable resources with country directors, sector teams and
non-banking operational teams, and in line with strategies and priorities.
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2.3 SSFfunding request and approval process

The SSF Principles, Processes and Controls document is updated for each WP and outiines the existing
rules guiding SSF funding application and approval. Figure 2 depicts the full proposal selection, review and
final approvalcycle for SSF-funded TC projects specifically.

Figure 2: Projectproposal selection and final approval cycle — SSF-funded TCs
. . . Less formalised consultation between
Step1 [ Initial project proposal shortlisting | head of RO, regional MD and adviser

- o Foicion)

) *In some cases, the (non)banking teams may

Step 2 ( Approval by regional MD

¢

A project application put forward ) Teams apply via TCRS and already

pre-discuss a project with Regional MD Advisers
to gauge the chance of the SSF sign-off

a

Step 3 by the (non)banking teams indicate the funding source.

¢

Step 4| “Grant review' process

AWEN

DCF reviews an application and indicates an optimal source:
(1) bilateral donor, (2) EU/climate funding sources, (3) SSF

l l *This process comprises not only funding review, but a project
as well, and it also involves contributions from other teams
Approval Deferral Py
*extra clarification needed

If SSF selected, If other sources
OL submits the fiche to DCF of funding
5 DCF puts forward an official Decision [approved/rejected] is then
tep 5 request for approval made by the managing authorities of
a bilateral donor/EU/climate fund
SSF request SSF request
< €500,000 > €500,000
Step 6 Decision via Decision via *on non-objection
F delegated authority Board of Directors basis within 10 days
*VP3 senior ‘
management : Rejection

Approval Approval

Source; Constructed by EvD.

Note: Selection and approv al process for co-inv estmentfunds differs slightly . For more details, consult EBRD, 2021.
SSF Work Plan 2021-22 Principles, Processes & Controls.

Once a WP is approved, and in terms of actual mechanics behind the SSF financing request
preparation, review and approval/rejection of it, an initial shortlisting of requests lies with the
regional MD, who typically does it through less formalised consultation with her/his adviser and
relevant head of Resident Office (Steps1 and 2). Once shortisted, a TC projectto be funded under the
SSF requires an operations leader (OL) to submit an official proposal® (Step 3), followed by internal
approval in accordance with the EBRD’s Procedure for the Review and Approval of the Use of Donor
Funds,4 the so-called grantreview (Step 4). The grant review involves the DCF team, which first screens

13 These proposals are initially submitted by an OL in the TCRS, including rationale, strategic fit with the SSF, basic
results framew ork and av ailability of other donor funds.

14 EBRD, 2019. Review and Approval ofthe Use of Grant Funds. Available at:
https://intranet.ebrd.com/DCF/20171013-Final-Draft-Procedure-for-Grant-Rev iew -(infranet). docx
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other potential funding sources and then, in collaboration with other teams, s reviews the project proposal
(including suggestions for changes) in view of SSF strategic orientations and its eligibility criteria. Following
approval via grantreview, an OL may submit an official funding request (summarised in the fiche) to the
DCF team, which then puts forward an official requestfor approval (Step 5). Depending on the size of the

requested funding, the Board of Directors or the Vice Presidency for Policy and Parinerships (VP3), Extemal
Relations and Partnerships, takes a final decision (Step 6).

2.4 SSF Portfolio Overview 2016-20

The total financial envelope under 2016 to 2019-20 WPs amounted to €566.2 million, of which €465
million was approved and €166 million eventually disbursed, as per November 2021 figures.

Table 1: Headline figures for 2016 to 2019-20 SSF Work Plans, € million

Work Plan Total NIA Unused funds Approved Signed Disbursed

envelope shifted from

previous WP

2016 136.2 130 6.2 89 70 56
2017 110 105 5 85 58 42
2018 120 100 20 89 59 36
2019-20 200 190 10 202 87 32
Total 566.2 525 41.2 465 274 166

Source; DCF team, figures as of November 2021.
Note: NIA to Community Resilience Sub-Account w as €35 million, €50 million and €15 million for WP 2016, 2017 and
2018, respectively.

In terms of the number of SSF-funded projects comprising TCs and non-TCs, between 180 and 380
projects were approved annually between 2016 and 2020. Transactonal TCs were more commonly

funded under the SSF, though the 2019-20 WP saw a tangible increase in the share of non-transactional
TCs(Figure 3).

Figure 3: Shareoftotal SSF funding approved, TCs and co-investmentfunds

60%
50%
51% 49%
47%
20% i 13%
30%
20%
21% 20% 18%

10% 15% =

0%

2018 2017 2018 2019 2020
Transactional TC = Non-transactional TC Co-investment funds

Source: Donor co-financing reports and DCF team.

A full setof headline figures from the portiolio analysis is presented in Annex 3.

15 The clearing departments include, among others, the Country Strategy and Results Management team, the
Economics, Policy and Governance (EPG), Procurement Operations and Delivery Department and Procurement
Policy and Advisory Department.
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Main evaluation findings: Is the SSF

fit for purpose?

3.1

SSF is relevant and well aligned with the Bank’s

strategic priorities

Flexibility makes
SSF a relevant tool
in crisis response

l

SSF remains an essential
source of funding for TC and
co-investment funds

———=e SSF enhanced its alignment with
the EBRD’s strategic priorities
through clearer objectives

® Transparency, clarity and overall
advantage of reducing the scope
for bargaining are appreciated

-———e The model does not take into
account the availability of
other donor funding in a region

—®The current level of
available SSF financing
appears broadly
sufficient, though it may
need to be re-considered
going forward

<
SHAREHOLDER
SPECIAL FUND

Couhtry
Allocation

3.1.1 The SSF has enhanced its alignment with the EBRD’s strategic priorities through
clearer objectives, more synced up work planning with the Bank’s overall cycles and a

revised fund allocation mechanism

The 2014 SSF evaluation found that the SSF suffered froma duality of objectives that needed to be

reconciled (Box 1).
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Box 1: Recommendation of the 2014 SSF evaluation

= [Irrespective ofthe size of future resource allocations, divergent views on SSF purpose and
priorities should be reconciled. An operational reinforcementofthe SSF’s originally stated prime
purpose would require rooting programmatic management and operation more clearly in idenfified
transition objectives and playing a more distincive role in their support.

= While the SSF should remaina source offinancethat responds to demand, it should become
more selective by responding more clearly to demands that align with clearly defined

priorities. These priories may be identified in and drawn fromthe transition gap analysis already
intended to be partof the Bank's sector and country strategies.

= The definition of SSF priorities on a medium-term basis should be specific enough to assure
shareholdersthat the objective of transition impact maximisation remains atthe heart of the
SSF andto allow for reconsideration of the Fund’s governance.

Source: CSAU14-55.

Following the 2014 SSF evaluation and before the 2016-20 SCF period, the Bank approved the 2015 EBRD
Shareholder Special Fund Reform Proposal and Rules (BDS15-133F). This attempted to clarify SSF
purpose via a change to Article 1, aligning the SSF objective with the Bank’s strategic agenda.
Further precision was made in 2020 fo link the SSF “more directly to the strategic cross-cuting themes set
outin the 2021-2025 Strategic Capital Framework and to EBRD’s country and sector strategies”. These
changes correspond directly to the call for greater clarity and consistency of understanding of SSF core
objectives. EvD gathered that some Board Directors questioned whether changes in Arficle 1 franslated
suficienty into changes in the way the SSF was operationalised, or rather remained a statement of
intentions.

To better align SSF planning with its objectives, the Bank introduced two -year work plans to bring
the SSF more in sync with the Strategic Implementation Plan (and SCF). Further, geographic
objectives to focus on ODA countries, especially early transition countries (ETCs) and economies
in the southern and eastern Mediterranean (SEMED) region, have been enabled by changes and
refinements to SSF rules and regulations on eligibility. The stated purpose to prioriise ETC was in part
operationalised through the introduction of an ODA/non-ODA rafio approved by a Board of Governors
resolution. Though originally introduced at80:20 in 2008, this has frended upward: firstto 90:10 for the 2016
to 2019-20 WPs, and then 95:5 under the most recent 2021-22 WP. This was recently lowered 0 90:10 to
accommodate SSF allocations to Ukraine and neighbouring countries following Russia’s war on Ukraine. In
practice, the share of SSF-funded projectsin ODA countries (as per approvals) has been stable in recent
years, reaching 94 per centin 2016 and 2017 and then levelling off at 95 per centover the 2018 and 2019-
20 WPs, always remaining compliant with ODA/non-ODA ratio. Further, a provision has been infroduced in
the latest eligibility principles that “Projects in advanced fransiion countries must be well justfied, taking

into account the availability and timing of alternative sources of funding, and only when the SSF is the fund
of last resort.”16

3.1.2 The country allocation model introduced in 2015 allows for SSF planning to be
grounded in transition gap analysis while giving flexibility in the use of SSF funds to
country management teams

Reflecting the restatement of the SSF's purpose in supportof the Bank's SCF prioriies — that it should be
used more selectively as an extender ofthe Bank’s transition impact versus general use as a source of

16 Listed as an eligibility principle for the use of SSF as per SSF Work Plan 2021-2022.
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incremental funding — the Bank introduced the country allocation modelin 2015 (Box 2), updated atthe start

of each WP and presented for approval. This constitutes a top-down mechanismfor regional allocation that
gears SSF resources towards regional and country priorities.

Box 2: Countryallocation model

= Since the reformin 2015, the country allocation model has guided the allocation of SSF resources.
This model consists of three variables:

i. assessment of fransition qualiies
il gross domestic productper capita
ii. population size'?
=  On balance, the model directs NIA towards regions with higher transition challenges. On the other

hand, regional MDs in banking manage these regional pots in line with the EBRD’s country-
strategic objectives and other considerations, providing the bottom-up approach.

Most interviewees appreciated its transparency, clarity and overall advantagein terms of reducing
the scope for bargaining (and artificially inflated needs).1

However, EvD also noted conceptual limits of the model, as it does not take into account the
availability of other donor funding in a region. Several interviewed stakeholders, including some MDs
and members of non-banking teams, noted that the model only considers the transition challenge partially
and in a mechanistic way based on assessments of fransiion qualies (ATQs). Thisis because it does not
accountfor the availability of other donor funding (such as EU funds) whose level differs across regions and
might in practice exacerbate or ameliorate the fransition challenge that the EBRD seeks to support Yet, the
EPG team and the DCF team determined that capturing this parameter in the model would not be feasible
given the constant (and sizeable) variability ofdonors’ funds flows and inherentchallenges to predict it

EvD believes the review ofthe model that took place in 2020 and which deemed itsuitable for 2021-25 SCF
ambition, along with regular revisions ofthe underlying factors envisaged by the DCF team, have been an
important part of the arrangements to ensure that the SSF supports the Bank's strategic agenda. This
revision shows good practice, and EvD would encourage this going forward. Iftechnical resources allowed
for better understanding and visibility of donor funds’ landscape, it might be possible to get a clearer picture
of donor funds’ changes over time, for example, in certain Bank SCF or country strategy (CS) priority areas,
and thus augment the model to account for currently absent factors such as availability of donor funds
acrossregions.

3.1.3. Strategic alignment with EBRD priorities has been operationalised in the portfolio
and the SSF remains an essential source of funding for TC and co-investment funds

The portfolio analysis confirms that the SSF remains an important, and sometimes crucial, source
of funding for banking and non-banking teams. In 2016-20, the SSF contributed, either alone or along
with other donor funding,'® to more than three-fourths of all fransactional and non-transactional TCs and
more than half of all co-investment funds (both by number of projects) approvedby the Bank.

17 (BDS15-133(F))

18 Before the model was infroduced, regional allocations w ere derived, among others, by seeking (gu)estimates of future
needs from country/regional teams. This, as stated by the DCF team, often led to unrealistically high figures provided
by counfry/regional teams interested in exaggerating their respective needs to maximise ev entual allocation.
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In absolute terms, the SSF’s share in financing of TCs and co-investmentdonor funds is significant, but
donor funds remain vital (Figure 4).

Figure 4: SSF and donorfunded: transactional and non-transactional TCs and co-investmentfunds,
2016-20, in € million
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B S5F - transactional TC B 55F - non-transactional TC S5F - co-investment funds

Source; Donor co-financing reports and DCF team.

The evolution of SSF funding over time reflects a high degree of alignment with Bank-wide priorities.
EvD found that very litle SSF funding had been allocated to areas that do not feature in country-strategic
prioriies.20 Section 3.3 contains more defails on operationalisation of tis alignment.

This evaluation found that the SSF has contributed to delivery of work in SCF 2016-20 strategic
themes. The portfolio analysis shows positive contributions to addressing common global and
regional challenges (green), some important work in building transition resilience (more in well
governed than inclusive, for example) and very little in terms of supporting market integration
(integrated). Figure 5 outines the difierent transiton quality (TQ) distributions within the portfolio. SSF
funding may be more necessary in certain areas of TQ than others, and indeed WP planning since 2018
has given indicaive transion quality allocations for SSF engagement, however both inclusive and
integrated have fallen short of initial programmed expectations.2!

20 As per CSDR 2020 and 2021 compared with country usage of SSF.

21 Indicativ e allocation ranges draw on both assessments of transition qualities for countries and regions and a
bottom-up analy sis of business needs, as suggested by country and regional MDs, and considering the needs and
opportunities identified by operational teams and based on established country and regional priorities and key Bank
iniiatives. For WP 2018, the follow ing w ere envisaged: competitive and w ell-gov erned (18-20 per cent each), green
(28-30 per cent), inclusive (15-17 per cent), resilient (6-8 per cent) and integrated (10-12 per cent).
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Figure 5: Funding per TQ, 2017-20, in € million
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Source: DCF data.

Note: A sudden drop in 2019 in approved amounts for some TQs and then a spike in 2020 are partly explained by the
infroduction of two-year WPs that led to the “end-of-the-year effect’ in the second year instead of the first year.
Therefore, to compare approved amounts across TQs, an av erage for the 2019 and 2020 period rather than years 2019
and 2020 individually may offer more accurate picture.

The share of SSF funding channelled to non-transactional TCs (including policy dialogue) has been
rising, in line with the SCF objective (Figure 6), while SSF funding to co-investmentfunds remains
limited. Specifically, in 2018-20, the share of SSF devoted to non-transactional TCs —among which many
related to policy dialogue —rose from 18 per centto 27 per cent of overall approved funding Bank-wide.

Figure 6: Share of SSF funding in all financed TCs and co-investment funds and increase on non-TCs,
2018-20

2018 2019 2020

Trans.l‘fzccstional 38% 28% . 34% '
Non-transactional 18% 23% 27% ‘

TCs

/J

Co-investment funds

6% 3% 8%

Source: Donor co-financing reports and DCF team.

As intended, early transition countries22 have consistently been the top recipient of SSF funding
since 2016. ETCs have also steadily increased their share of funding in recent years, with 44 per cent of
all approved SSF financing directed fo this group in 2020 (Figure 7). SEMED economies have been he
second-largestrecipient. Individually, Tajikistan, the Kyrgyz Republic, Ukraine, Egypt and Uzbekistan
have been thetopfive recipients of SSF funding over thelast fiveyears.

22 Armenia, Azerbaijan, Belarus, Georgia, the Kyrgy z Republic, Moldova, Mongolia, Tajikistan, Turkmenistan and
Uzbekistan.
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Figure 7: SSF funding by region, as a percentage ofall SSF approved funding
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3.1.4 SSF flexibility makes the Fund a relevant tool in crisis response

Alongside systematic planning through the country allocation model, SSF has contributed to the
EBRD'’s capacityto respondrapidlyto crises. WPs have recently accommodated multiple crises to
provide supply-led solutions in an agile way: the Syrian refugee crisis, the Covid-19 pandemicand the
Russian war on Ukraine. On the Syrian refugee crisis and CRS, interviews suggested that creating this sub-
account had a signalling effect, establishing a platform for bankers to deliver concrete support while the
streamlined approval process allowed teams to focus on tailoring approaches and swittdelivery rather than
administrative hurdles. Regarding actions supporting the Covid-19response, the Bankintroduced a blanket
requirementfor SSF funding during the remainder of the WP 2019-20 funding period to enhance the
response. Box 3 offers detail on the relevance of SSF funding to supportthe Bank's response to the Covid-
19 crisis.

Box 3: Degree of SSF flexibility during the pandemic

= In May 2020 the EBRD decided to set up a new ring-fenced central allocation of SSF resources
(“central pot’) within the ongoing 2019-20 SSF Work Plan for crisis response and recovery projecs
that were either cross-regional or could not be funded from the regional allocations held by country
MDsin banking.

Funding requestdocumentation reflected this priority, with ttams required to present within the fiche:
(i) how the projectrelated to the Covid-19 crisis and how itcould help tackle the crisis and/or support

the Bank's recovery efforts and (i) how the projectwould be delivered duringthe crisis and deal with
any crisis-related challenges.

A look at WP 2019-20 approvals shows how much work across the Bank wentio supportthe Covid-
19 response, mainly in the well-governed, resilience and competiiveness TQs. Most were multi-

country requests (thatis, directed to more than one country) and save the big rameworks, were ofen
of short duration (nine months).

»= TheBankapprovedtheRapid Advisory Response (RAR)framework of€500,000 in May 2020.
This framework aimed to operationalise the rapid delivery of Covid-19 advisory policy support,

complement Solidarity Package investments. A fotal of €1.6 million was allocated to RAR, and €1
million was used.
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= EvD’srapid assessmentof the Solidarity Package describes the RAR as the second of three
buildingblocks that enabled the EBRD to set up and deliver its response quickly.

Source: EvD elaboration based on EBRD documentation and Ev D's rapid assessmentof the Solidarity Package SS21-
164.

3.1.5 The current level of available SSF funding appears to be broadly sufficient, although
views vary across teams

The adequacy of funding for SSF is another aspect that relates to SSF ability to confribute to the Bank's

strategic agenda — in other words, whether the funding is sufficient (and sustainable) to allow SSF to
contribute and supportthe Bank’s strategic agenda.

As of Q2 2022 when the EvD conducted primary data collections, insights from interviews and a
survey of the OLs2 indicated that the level of available funding was generallynotan issue for SSF
users, although there were some regions, teams and pockets of users where securing funding was
more of a challenge. Theoperations leader survey indicates that 63 per cent4 of OLs find the size of the
SSF envelope broadly adequate, though almost a third (31 per cent) disagreed/strongly disagreed (Figure

8). The OLs who disagreed were often those who sought funding for projects in the Advanced Transition
Countries (ATCs), where the SSF should in principle be used much more selectively.

Figure 8: Towhatextentdo you agree or disagree with the following statement: “The amountof SSF funding
is adequate to supportmy needs”?

35% 33%
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30% 27%
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Strongly agree Agree Neutral Disagree Strongly disagree Do not know

Source: Survey ofthe OLs, N=136.

Perceptions across departments onthe level of available SSF funding vary significantly. The Climate
Strategy and Delivery teamstands out in terms of the percentage of OLs who agreed/strongly agreed that
SSF funding is adequate — 60 per cent. This reflects efforts to align with SCF priorities, particularly with the
green TQ. Still, the percentage of OLs in the Policy Strategy and Delivery, Sustainable Infrastructure Group
(SIG) and Financial Institutons (FI) departments who agreed/strongly agreed that SSF funding is adequak
was much smaller: 29 per cent, 36 per centand 38 per cent, respectvely.

Furthermore, while most heads of Resident Offices (ROs) and MDs wished more funding was
available, they did not suggest that the level of SSF funding was necessarily a pressing issue.
Interviewees fromthe regions where the availability of the EU funding is comparatively lower (for instance,
Central Asia and Tiirkiye) were more vocal aboutthe need of sufficient funding.

23 Anonline survey reaching 300 operations leaders from banking and non-banking teams who benefited from funding
approv als under the SSF 2019-20 WP, of whom 136 provided complete responses (45 per cent response rate)

24 Here, defined as the sum of respondents w ho strongly agreed (3 per cent), agreed (33 per cent) and were neutral
(27 per cent).
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While the current level of NIA to the SSF appears broadly sufficient, maintaining the status quo
going forward may warrant careful reconsideration:

= Assuming donor funding and NIA of about €100 milion a year stay constant while Annual Bank
investment (ABI) increases in a meaningful way — say, from€10.5 billion to €14 billion — the relative
availability of SSF financing with all funding to supportthe Bank's business would decrease.

= Recent skyrocketing inflaon rates across the EBRD regions means that, unlike during the pre-
pandemic imes, the financial frepower ofthe SSF envelope dropsin real terms —and itdoes so rather
fast In realterms, €100 million of NIAin January 2015 was worth only €67 million in December 2021,
drop by one third2s. This trend could amplify the relative decline in SSF availability due to an ABI
increase.

= Crisissituations of various nature thataflected the EBRD economies over the recentyears (e.g. Syran
refugee crisis, Covid-19 pandemic and Russia’s war on Ukraine) became somehow a ‘new normaf
requiring carving out a separate and significant inancial envelope, as partofthe SSF. Itis plausible
that going forward, these extraordinary demands on Fund’s funding may notsubside.

Widening the Bank’s ambition — that is, requiring more innovative and risky approaches in new areas and
any expansion of the Bank’'s mandate to new economies — may also change the status quo and justify a
careful review ofthe currentNIAlevel.

Recently, rise in needs for the SSF funding, for instance as a result of Covid-19 pandemic and Russia’s war
on Ukraine, was met through combination of measures such as reallocation of funding from regional pot
and use of confingency, and the SSF porffolio clean-up exercise that identified some approved but
undisbursed funding that could be released and used for other purposes. EvD notes, however, that every
subsequent clean-up exercise may free up marginally lower amounts given shrinking pool of projects
offering a straight-forward closure/ scaling-down, and the most recentneeds analysis also revealed excess
demand over the usual NIA26,

25 Calculation using av erage annual GDP deflator for all EBRD countries of operations and period 2015-2021.
26 The most recent needs analy sis underpinning 2022-23 WP pointed out to EUR 120 — EUR 140 min needs, EUR 20-
40 minin excess ofa usual NIA.
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3.2 The SSF contributes substantially to broadening
the scope and deepening the intensity of the
EBRD’s transition impact

N

TRANSITION o Broadening the scope and
deepening the intensity of
IMPACT

the transition impact

<y N
\______—____/
—= Type of SSF support

SHAREHOLDER ¢ project preparation
SPECIAL FUND implementation

.
* policy engagement
¢ advisory

instrumental
in generating
new business

business

SSF has been ] .\-‘

o2
2
Speed: SSF funding supports all of Administrative
a core-differentiating the Bank'’s core priorities, ease
feature of SSF funding unlike other donor funds

3.2.1 Without the SSF, the Bank’s transition impact and business growth would have been
weaker. The Fund strongly supports countries and regions facing higher transition
challenges, funds most of the EBRD’s priority policies and backs a number of the Bank’s
flagship products.

There appears to be unanimous appreciation (especially across its users) of the critical nature of
the SSFtohelpthe Bank to deliver. The vastmajority ofinterviewees consulted as partof the evaluation,
along with the OLs’ survey results,?” pointto the Fund'’s instrumental role in both project preparation and
implementation as well as funding non-transactional work.

27 For instance, when asked “To what extent do you agree or disagree with the following statement. ‘My investment
project would nothav e gone ahead without using SSF funding approv ed atsome point ov er the period April 2019-March
20217",” 81 per cent and 19 per cent of respondents (N=16) strongly agreed and agreed, respectively. When asked “If
you ever used SSF funding to support a non-transactional TC, please tell us the extentto which you agree or disagree
with the following statement: ‘Generally, SSF funding for non-transactional TCs helps EBRD fo create enabling
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The SSF has (co)funded most of the Bank’s policy priorities. From available data in the Business
Performance Navigator (BPN) (which details priority policy objecives for 2018 and 2019), the SSF
(co)funded 80 per centofthese objectivesin Central Asia, 75 per centin eastern Europe andthe Caucuses,
70 per cent in SEMED and 60 per centin Tirkiye.

Several Bank flagship programmes count on the SSF for their core funding year after year. For
example, the Small Business|nitiative (SBI) advisorywork relied on S SF for more than 20 per cent
of its annual budget 2018-20 and LTP for 70 per cent. SBS interviewees described the Small Business
Support programme as a product of SSF funding thatin substantial part enables its offering, such as the
prolonged existence ofits directadvisory support, which other donors lose interestin funding over ime, and
its work on innovative products, because SSF helps finance its feasibility studies, testing and design.

The SSF has also funded new areas of work for the Bank, bolstering/pioneering EBRD work on
inclusion, green and digitalisation, and thus strengtheningits performance:

= The SSF supported the Egypt Youth in Business productand provided some capacity in inclusion
expertise where the Bank was lacking. This demonstrates the de facto influence of the SCF on SSF-
funded engagement.

= Within the area of 'well-governed’, the SSF provides the financial resources to fund many of the
Investor Councils, capital markets work (for example, the resolution of non-performing loans) and
certain LTP products (for instance, public and e-procurement).

= The SSF has also been responsible for non-transactional product innovaton that may not yet be
aligned strategically with a CS, but which contributes to SCF ambition.

More generally, with respect to non-transactional TCs specifically, 91 per cent of the OLs agreed/strongly

agreed with the sentence “Without SSF financing approved at some point between April 2019 and March
2021, this non-transactional TC projectwould very likely or likely nothave gone ahead.”

At the country level, the SSF has enabled CS delivery in some EBRD economies facing higher
transition challenges, particularly in the public sector in the field of sustainable infrastructure or
where the EBRD asks the client to go beyond traditional requirements - for example, when
introducing novel products and more risky approaches. Tajikistan, the Kyrgyz Republic, Ukraine, Egypt
and Uzbekistan have been the top five recipients of SSF funding over the last five years. EvD looked at
each CS, country strategy delivery reviews (CSDRs), BPNinvestmentdistribution, priority policy objectives
and donor-funded TCs to understand the relative importance of the SSF o the delivery ofthe country
strategy. As an illustration of this weightin CS delivery, the SSF supported most fransactions in Taijikistan
and delivered several outcomes that feed into objectives and indicators. SSF work to support project
implementation and capacity building in the state sector is also listed as a way forward for continuing to
deliver the CS. Separately, looking at the Bank's work in eastern Europe and the Caucuses, the CSDR
2020 explicity highlights the Bank’s SSF-supported work in renewable auctions and legal regulatory
framework for green TQas policy highlights of the year.

EvD found that investment transactions accompanied by the SSF typically had fairly similar
expected transition impact (ETl) scores compared to Bank-wide ETI scores for all operations over
the same period (Figure 9). ETI scores serve as some proxy for a projects tfransition impact ambition.
Therefore, although notperfect and subject to certain caveats, it may be useful to compare ETI scores for

environment for investment,” 52 per cent and 28 per cent of respondents (N=126) strongly agreed and agreed,
respectively.
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operations that benefited from SSF funding2® with ET| scores for all operations approved in the Bank in a
given year to understand the confribution of the SSF 1o the Bank’s fransition impact. Importantly, however,
ETldata do not capture the SSF’s non-transactional work, as noted by previous evaluations and a recent
internal audit report2® Indeed, there is no systematic and consistent capture of non-transactional work.

Figure 9: ETI scores for operations supported by SSF-financed TCs and co-investmentfunds versus Bank-
wide ETl scores for end-2016 t0 2021.

75.0
Average SSF ET| for 2016-2021- 67.13 [cf. 67.0 for Bank-wide]
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Source: (1) For SSF ETI scores, technical cooperation reporting sy stem (TCRS) data on SSF-funded assignments
under 2016 to 2019-20 WPs linked with the investment operations signed betw een January 2016 and December 2021
that benefited from the SSF support (N=94) and (2) for Bank-wide ETI, BPN data av ailable at:

http://bpnav igator.ebrd.com/bpn_Factsheets.him#section|EBRD|TransImpactDev

Note: SSF ETI scores aggregate scores for individual investment projects for which TCRS data allow linking SSF-
funded TCs/non-TCs with their Operation IDs (Op IDs).

The SSF has funded key projects that drive the Bank’s transition impact, most of which are in the
public sector. About 80 per cent of investments supported by SSF in 2019-20 were public sector
investments.30 Section 3.3.2 offers more details on the Fund’s vital role in supporting public sector clients.

Lastly, the SSF has helped ensure the sustainability of transition results. Therapid assessmentofthe
Solidarity Package describes the Covid-19 response RAR as “highly successful’, indicated as one of three
successful markers of the Bank's SP (Box 4).

Box 4: Selectedfindings from EvD on RAR contribution toresults

= Policy work conducted under the RAR has been praised and successfully deployed in 18
countries.

- Key operational lessons may be derived from the experience of the RAR. Interview-based
evidence shows that the Bank can respond effectively to a crisis by helping bankers prepare
for policy support assignments, reporting and ensuring replicability that could benefit the
EBRD’s wider policy work.

- These and other lessons may informthe ongoing policy review andrepresentvaluable inpus
in finalising the Bank’s reorganisation. This reorganisation will cenfralise policy activities at
VP3 to strengthen the Bank’s policy offering and maximise the support that the EBRD can
give fo the economies where itinvests.

= The RAR has been already extended to advise on policies supporting sustainable re covery.

29 Internal Audit Report IAR 21/01
30 EvD mapping exercise cov ering the 2019-20 WP.
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- Under the so-called RAR.2, the centralised team helps define the engagement and
benchmarking of policies, accessing funding, accelerating the approval process, selecting

and procuring consultants, reporting to the Board and maintaining the repository of policies.

= Several successful RAR assignments from 2020 are being expanded and followed up
through broader policy initiativesincluding the 2021 Priority Policy Objectives.

Source: CS/AU/22-01 Ev D Know ledge Product Rapid Assessmentof the Solidarity Package

3.2.2. Zooming in on the SSF portfolio - funding, prima facie, has supported the right type
of projects with transactional and non-transactional TCs and co-investment funds

Until very recently,3! the DCF team's reporting on the SSF provided only a fairly generic breakdown of
funding for transactional/non-transactional TCs and co-investment funds (including capex grants) when
reporting onthe SSF. However, this has lacked more granular disaggregation that would make it possible
to zoom in and gauge whatspecific types ofitems were funded under these broad categories. Forinstance,
whatshare of the SSF funding for transactional TCs has gone to due diligence and within that, whattype of
due diligence has been most commonly funded by the SSF, for what type of clients and for what type of
projects?

This evaluationtherefore went beyond the standard analysis and undertook an extensive mapping
of 560 individual assignments for which funding was approved under the SSF 2019-20 WP. This
offers a close and yet aggregate look at what did the SSF actually funded. Annex 6.1 presents the
methodological approach for this task.

Figure 10illustrates the main output from the mapping exercise and provides a detailed breakdown of the
types of assignments for which funding was approved under the SSF 2019-20 WP. These results offer only
a snapshot of the SSF. Any extrapolation of these results for earlier WPs, as well as for the most recent
2021-22 WP, must be made with caution.32

31 Annual reporting (sector level) brought some tangible improvements

32 This is due to many factors, for instance, evolving priorities of the WPs and the unique impact of Covid-19 on the
ty pe of approv als made under the 2019-20 WP. Nonetheless, it still appears plausible to assume that number of
trends observed under the 2019-20 WP will hold for some earlier as well as existing WPs.

Special Study : Evaluation of the Shareholder Special Fund (2016-20) 18

OFFICIAL USE



OFFICIAL USE

Figure 10: SSF funding by type ofassignment, 2019-20 WP

Transactional/

non-Transactional General type

Non-transactional Institution & capacity
building

Policy dialogue

Research & analysis

SBS
Transactional Donor co-investment
funds

Project implementation

Project preparation

Specific type

Advisory I €17,421,044 (12.2%)

Other type [external bodies] £3,307,158 (2.3%)

Trainings/ seminars/ conferences/ workshops £681,494 (0.5%)

Reform dialogue D 11,217,866 (7.9%)

Capacity building to implementing agency of reform £€794,500 (0.6%)

Advocacy work [working groups/conferences/workshops] €328,842 (0.2%)

Other studies [mapping reports, sector & comparative s.. £3,288,123 (2.3%)

Other type [Bank] €2,399,268 (1.7%)

Feasibility study/ies £173,260 (0.1%)

SBS I <20.748.000 (14.6%)
Investment grants I <11,097,538 (7.8%)

Incentive payments [non-reimbursable] £3,164,035 (2.2%)

Risk mitigating instruments [first loss risk cover] €2,000,000 (1.4%)

Institution & capacity building [Advisory] I - ©1:.337 (17.8%)
Other type [holistic support of consultants in project m.. | NN <13.754.311(9.7%)

Procurement support €4,760,699 (3.0%)

Policy dialogue [Reform dialogue] €1,855,500 (1.3%)

Institution & capacity building [Training/ seminars/ conf |  €1,575,000 (1.1%)

Institution & capacity building [Systems design and set-_ | €171,500 (0.1%)
Due Diligence [commercial, ecanomic, environmental, so.. | NG <°.715,518 (6.8%)

Feasibility study/ies £€4,640,093 (3.3%)
Other type [early project preparation, baseline & marke.. €4,317,302 (3.0%)
Business development study/ies £€153,149 (0.1%)
€0 £€9,864,326 €19,728,652 €29,502,978

Source: TCRS data review ed and mapped subsequently by EvD, with ty pology under Figure A6 presented in Annex 6 used as guideline for mapping.
Notes: Chart is based on the final sample of 500 assignments.
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SSF supporting project preparation and implementaion phase

Before looking atthe most common type of SSF-funded assignments under transactional TCs, itis important
to get a sense of how much of those underpinned the project preparation stage of an operation versus
project implementation. Projectpreparation is often the stage where major projectrisks occur. Additionally,
some donors may shy away from project preparation as itis much harder “to showcase the impact’ (and
gain publicity), reducing funding options at this stage. Project preparation is the stage where often-tedious
groundwork needs to be laid and the projects outcomes are far from certain.

In WP 2019-20, the approved amounts for assignments under project preparation totalled about
€18.5 million versus €47 million under project implementation stage — or roughly 13 per cent and 33
per cent of all approved amounts under this WP, respectively.

SSF supporting transactional TCs

The largest share of funding under transactional TCs —€25.4million or 17.8 per cent of total funding
approved under the 2019-20 WP - went to assignments in the category “Institution and capacity
building[advisory]”. Here, mostcommonly funded TCs fed info infrastructure projects in the sustainable
infrastructure sector and soughtto provide technical advisory of various sortfo enhance the capacity of
sovereign/sub-sovereign clientsin Cenfral Asia, south-eastern Europe, eastern Europeand the Caucasus,
and the SEMED region. In addiion, some assignments under this category underpinned projects by the
Financial Insfituions team — for instance, supportof local banks in scaling up small and medium-sized
enterprises (SMEs) and/or green lending and capacity building linked to the Bank's trade facilitation
programme.

The second biggestshare of funding under transactional TCs, about €13.7 million or 9.5 per cent of
overall funding approved under the 2019-20 WP, went to assignments falling under category “Other
type [holistic support of consultants in project management/supervision]”. Here, the most common
type of assignments involved financing of project implementation units (PIUs) and Lender’s Monitor,
frequently set up fo supportsovereign/sub-sovereign clients with suboptimal capacity in implementing large
and multfaceted capital-intensive projects in the tansport infrastructure, energy and water/wase
management sectors — in short, a vital component of projects where the Bank and the client lack sufiicient
expertise/capacity to supervise/execute a project

Some €9.7 million or 6.7 per cent of funding approved under the 2019-20 WP went for duediligence
assignments (often a core component in the project preparation stage). Within that category,
environmental and social due diligence — often in the form of an Environmental and S ocial Impact
Assessment provided to sovereign/sub-sovereign clients — were by far the most common. Typicaly,
environmental and social due diligence feeds into wider technical assistance support provided as part of
the complex infrastructural projects delivered to sovereign/sub-sovereign clientsin ETCs, such as fransport
water and solid waste management or energy efficiency projects implemented by municipalies. Georgia,
Kazakhstan and Uzbekistan were the main users of SSF WP 2019-20 in tis area. Interviews with MDs and
ROs highlighted the crucial role of such funding in ETCs, where clients may lack capacity and be unable to
complete or fund such due diligence on their own given litle/ no fiscal headroom. It is noteworthy that
funding for all types of due diligence for private clients under the 2019-20 WP was far less common than for
public clients (see Box 5).
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Box 5: SSF-funded due diligence for private clients
SSF funding for private clients, parficularly larger corporates, has been the subject of greatscrutiny and
many Board Directors insist that SSF allocations be limited to well-justfied cases.

= Duediligence for private clients may have accounted for abouta quarter ofall SSF funding allocaid
to due diligence under the 2019-20 WP. This often involved projectpreparation supportof gender
and economic inclusion projects and Green Economy Transition projects in the corporate sector,
typically in the industry, commerce and agribusiness sector and most commonly in ETCs.

= Cerfain resfrictions relate to the funding of legal due diligence, that is normally not eligible and
exceptions are considered on a case by case basis only. Here, the mapping revealed that around
20 individual TC assignments under the 2019-20 WP included legal due diligence in the package
(always coupled with other types of due diligence rather than stand-alone legal due diligence).

= These all benefited clients in the industry, commerce and agribusiness sector and sustainable
infrastructure sectors. There wereincidental cases where SSF-funded legal due diligence benefiing
private clients related, for example, to projectpreparation supportofgender and economic inclusion
projectsin the corporate sector or underpinned financial supportfor a corporate clientin Uzbekistan
who was severely affiected by the pandemic.

Meaningful SSF funding under the 2019-20 WP was also approved for assignments in the
“procurement support” category (€4.2 million) and for various studies, such as feasibility studies
(€4.6 million), baseline and market studies as well as various type of audit reports (€4.3 million).

SSF supporting non-transactional TCs

Non-transactional TCs represent a significant share of SSF funding (€39.5 million), making up 42
per cent of the amounts approved for WP 2019-20. In terms of the number of SSF engagements, non-
transactional TCs primarily supported well-governed (one-third or more if one looks at legal transition work
nottagged as such), competitive (20 per cent) and green TQ (18 per cent). In terms of volume, competiive
TQwas followed by green and well-govemed.33

After SBS and institutional capacity building, the remainder of non-transactional TCs mostly
supported policy dialogue efforts encompassing reform dialogue, with many of these packaged
together with anticipated capacity building forimplementation. In the final category, non-fransactional
“Research & Analysis”, both Bank-related and external client-related work mainly supports well-govemed
orintegrated TQs. This category included supportfor actviies such as the developmentof SMEs and PPP
products, work towards better quality indicators for sustainable infrastructure and climate results, and work
to supportthe Bank's response to Covid-19.1n most cases here, the beneficiary was the Bank itself.

In terms of regional use, atleast under WP 2019-20, Central Asia and eastern Europe and the Caucasus
accountedforathird of non-transactional work, both in number and volume.

Most clients for non-transactional work were in the public sector. Likewise, about 90 per cent of the

projects supported by the transactional SSF were also public sector. Mostof the private sector projects that
were supported by transactional TC were in SEMED region.34

Several non-tfransactional TC were approved as cross-cuting projects. Many were Covid-19-related, which
suggests the SSF cross-regional potwas a useful crisis response tool. These cross-regional engagements
tend to be longer in duration, and many supportthe TQs 'well-governed and ‘green’, followed by resilient.

33 Which may appear less frequently than it ought to due to tagging.
34 Combination of Fl or ICA.
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Lastly, the mapping of WP 2019-20 identified a subcategory of SSF-funded assignments that were
categorised as non-transactional, but which could righy be seen as pre-transactional. Secton 3.2.3
discusses the role of the SSF in this area. Ata WP level, around 15 per centofnon-fransactional TCs could
be reasonably seen asrelated to the developmentofinvestment, mainly “pre-transactional”.

SSF supporting co-invesiment funds

Donor co-investment funds approved under the 2019-20 WP stood at nearly €16 million. Seven
individual capex grants accounted for nearly 66 per cent of that amount (€10.5 million), with the
remaining 21 per cent (€3.2 million) and 13 per cent (€2 million) corresponding to three incentive
payments and one first-lossrisk cover instrument, respectively. All capex grants benefited clients with
projects in the sustainable infrastructure sector (including public transport and disfrict heating systems) in
Central Asia and eastern Europe and the Caucasus. Importantly, all these clients were from the
sovereign/sub-sovereign sector while most (59 per cent) co-investment funds coming from other donor
funds targeted private sector clients (versus41 per centfor sovereign/sub-sovereign clients).3s

3.23 The SSF serves as a catalyst for investments and for generating support for
pioneering non-transactional work

As the previous SSF evaluation noted, the SSF can act as a catalyst in two main ways: expanding the
universe of bankable investments and leveraging donor funds. The SSF can strengthen the Bank’s ability
to expand the universe ofbankable investmentprojects by helping to turn unviable projectsinto viable ones
and, more broadly, by helping o create an enabling environmentfor investment

Nearly 90 per cent of OLs who had used SSF to fund a non-transactional TC said they agreed or

strongly agreed that generally, SSF funding for non-transactional TCs helps the EBRD to expand
the universe of bankableinvestmentprojects.

Figure 11: To whatextentdo you agree/disagree with the following statement “Generally, SSF funding for
non-fransactional TCs helps EBRD to expand the universe ofbankable investment projects”?

50% 47%
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Strongly agree Agree Meutral Disagree Strongly disagree

Source: Survey ofthe OLs, N=136.

39%

The evaluation alsofinds a wealth of anecdotal evidence on how a relatively small amount of SSF
funding can lead to important investments across EBRD sectors. For instance, some interviewees,
including heads of ROs, MDs and advisers in ETCs, said they would not have been able to originate many
deals without SSF funding for social and environmental due diligence. Sector ttams may have some limited
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budget that would typically be used for integrity due diligence and/or tend to favour larger countries and
ficket items.

Box 6: Selected qualitative responses (verbatim) romthe survey of OLs on how the SSF acts as a catalyst
for investment

=  Albania- SSF funding was offered for the TC provided to the Albanian Ministry of Infrastructure and
Energy on the competiive procurementofrenewables. The TC exceeded€1 million and helped the

Bank structure the auctions so the resuling projects could be bankable. The Bank is working
alongside other international financial insftutions to fund projects resulting from the auctions.

=  Ukraine - The TCamountwas€450,000and itcovered a broad scope ofwork designed to help the
Natonal Bank of Ukraine obfain regulatory equivalence under EU law for its bank prudential
regulation and supervision framework. The TC objective was to strengthen financial stability and
improve the functioning of local currency bond markets. The project was the main source of

transition impact for a subsequentGuarantee for Growth transaction executed with a local bank for
a total notional amount of €75 million.

=  Serbia- SSF funding allowed developmentofan implementaton model that made possible EBRD
financing for implementation of a rural broadband scheme (€118 million sovereign project).

= Tiirkiye - Turkish Vocational Qualifications Authority received €300,000 to establish an innovative
skills verification mechanism for young people andwomen. The TC unlocked the firsttourism project
loan (€50 million) in Trkiye.

Source; EvD Survey of OLs.

Separateto the way the SSF contributes to expanding the universe of bankable projects, the Fund
is also intended to create advantages by mobilising incremental funding. For instance, where its
objectives overlap with those of donors, SSF may help to crowd in external funding, eflectively co-financing
with donors and helping to broaden the donor base. The evaluation found some qualitative evidence that
the SSF could catalyse donor funds —also in relation to its ability to fund more innovative projects, scaling
and testing new products before other donors would provide support Examples include a well-known and
highly successful public e-procurementsystemin Ukraine called ProZorro. Early SSF funding meantitcould
pilot the concept, help it build credibility and trust, and then pull in other donors to scale up the system.3¢
Savings from e-procurementin 2015-18 reached $2.76 billion.3”

3.2.4 SSF speed, strong alignment with EBRD priorities and administrative ease are distinct
characteristics that give an extra boost to the Bank’s performance in transition impact
areas

The evaluation team sought to identify comparative advantages (and disadvantages) of the SSF
(also with regard to other donor funds), thathave been most valuable for the teams, and therefore
supported them in driving transition impact. The notions of (i) speed,3 (ii) strong alignment with
Bank priorities and (iii) administrative ease emerged as chief SSF features identified by Fund users
as its comparative advantages. While these are elements of SSF additionality, due to the nature of the
SSF they may also be considered drivers of performance and hence discussed as part of its effectiveness.

36 Some other donors also played a crucial role in rolling out ProZorro, and the sole attribution to the EBRD cannot be
claimed.

37 EvD, 2019. MDA Report.

38 The speed at w hich funding can be secured, here defined as the av erage time that elapses betw een an OL’s decision
to seek funding and the point when the funding is actually available, will ty pically depend on factors such as resources
required to prepare the application, time frame within w hich the decision can be obtained and the existence of windows
throughout the y ear during w hich the application can be submitted.
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Speed of the SSF

The evaluation found strong evidence that the speed of the SSF has been a core-differentiating
feature of SSF funding. A large number of interviewees across various teams and roles stressed this.
Further, more than two-thirds ofthe OLs whoresponded to the surveyagreed/strongly agreed that
it takes less time to secure funding from the SSF than from other donor sources, while only 6 per
cent disagreed/strongly disagreed. Importantly, it appears that securing SSF funding is much faster than
the equivalentprocess for EU funds.39 Thisis a crucial added value ofthe SSF, given thatthe EU has been
the largest donor to the Bank and there are sometimes very few (or no) alternatives to the SSF that allow
teams to be agile and move fast

The comparative speedin which the SSF funding can besecured has been crucial in the context of
crisis response (Section 3.3.4). Once the Municipal Resilience Refugee Response Framework (MR3) set
as partof the Syrian refugee crisis response was approved, for instance, individual co-financing grants did
not face the same approval process. Interviews with banking teams stressed how useful that feature was in
order o progress swifly, and in some cases making the EBRD as a preferred financier.

Benefits from being able to secure funding fast may differ, depending on the type of intervention sought by
the teams. This evaluation found that one area where speed may matter even more (than for other
type of interventions) is policy dialogue. Specifically, the recurring theme brought by number of
interviewees (from the LTP, SEMED and FI teams) was that the success (or failure) of advancing policy
dialogue reforms ofen hinges on shortopportunity windows where authoriies are more keen (and capable)
to take up a reform and make efforts, and those often depend on personal changes in administration or
frequentswings of electoral cycles.

The teams may be able to capitalise on these opportunities when they move in real ime, while the conditions
to lock in reforms are still favourable. One of the interviewed heads of RO noted that “policy work is very
opportunistc, we have fo be quick — and then you really need it here and now. We have fo have that
flexibility.” Amember of the SEMED teamsaid: “Ancther big advantage ofthe SSF is speed - if you have a
chance to do something with policymakers, you have gotmaximum a few months. You do not go with those
things to donors, it takes too much time”.

The SSFis strongly aligned with the Bank priorities

SSF funding supports all of the Bank’s core priorities, which by default is not the case for other

donorfunds.First, the SSF is less prone to shifing sands and changing views ofdonors and shareholders
(for example, the recentshift of donors’ attention rom SEMED to Ukraine).

Second, donor funds are often less interested in untested products, such as projectpreparation or expertise
for specific initiatives that may not be able to be funded elsewhere. Likewise, products with long-termgains
including sectoral changes, investor councils, yield curve development, research for knowledge

39 Many interviewees and OLs who responded to the survey noted that it takes much more time to secure EU funds
than SSF (12-16 months compared to several weeks for the SSF). First, applying for EU funds typically implies
compliance with a set of stringent criteria and a relatively laborious application process. Second, the team’s inability to
define specific parameters of the project months in advance of the implementation may hinder access to EU funds. As
an OL leading projects in SEMED said, “Many projects do not come out of roadmap. You can not anticipate some of
those projects one yearin advance...What we do is that we goto the client and say we may have grants. We dev elop
projects based on assumptions, and then we go to a donor and pitch. Here, the sequencing with the EU funds is fricky.
It may be sometimes really hard to build in the EU timeline and all procedures — and so effectively fundraising — into a
project imeline. So sometimes, you have torun a risk. With SSF money, there is certainty for everyone.”
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development within the Bank and smaller TC projects. Mapping and interviews suggest a strong reliance
on the SSF when it comes to some core Bank business.

SSF administrative ease

SSF fundingis not subjectto annual funding cyclesin the same way as other donor funds (EU funds
in particular). Funding can be requested at any time - in short, SSF funding is readily available when
the work is ready, and notthe other way around. Some interviewees said a by-productofthis is greater
ability to prepare sound funding requests and greater Bank responsiveness to meet clients’ needs.

Interviewees frequently mentioned that SSF funding is available for small requests, while submitting
such requests to other donors maynot be practical or feasible.4 Here, several interviews (among them
two regional MDs and some heads of ROs) raised the pointthat small ficket size requests may often lead
to disproportionately large impacts, for example a small TC to prepare a piece oflegislation that then opens
up a market, a crucial DD/ feasibility study that is a prerequisite for the whole investment but for which the
client may not have funds, or others. In other words, the “bang” here is not always commensurate with the
“buck” and small SSF funding may lead to disproportionately high impact

40 For some teams, it may be impractical to devote substantial resources to prepare small requests to donors — for
instance, for a single TC — or it may often take months for a donor to approv e €20,000 or €30,000 TC, w hile the funding
is needed immediately (for example, to begin project preparation).
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3.3 The SSF Community Resilience Sub-Account was
highly relevant, but results are (still) short of initial
expectations

5 insights from Community Resilience Sub-account
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This section presents in-depth analysis of the core component of the Community Resilience Sub-Account

(Pillar I: Infrastructure Development) as a way fo look at the performance of the CRS. It concludes with
broader CRS-related insights for learning.

3.3.1 The CRS was a dedicated window of support in a new area for the Bank, designed to
align with and help enable delivery of the wider refugee response plan

In response to the refugee and migrant situation facing the EBRD regions following the civil war in Syra,
the Bank formulated a refugee crisis response plan that was summarised in the EBRD’s Response fo
Refugee Hosting Communities as submitied to the Board on 29 January 2016 (SGS16-032) and discussed
inthe Financial and Operations Policies Committee on 2 February 2016. This operational response included
a financing plan of up to €900 million in loans, grants and technical assistance. The refugee response plan
had three focus areas: (i) municipal infrastructure investment, (i) SME growth and small business support
and (iii) economic inclusion and gender activities to supportaccess to skills and employment.
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In May 2016, intending to support delivery ofthe Bank's response to the crisis, the Board approved a net
income allocation to be channelled through a CRS ofthe SSF. The CRS received an allocation of €100
million across the 2016, 2017 and 2018 WPs. The CRS included three work streams (pillars) that mirrored
those of the refugee response plan ithad been created to support, as shown in Table 2.

Table 2: CRS - allocations and approvals underall three WPs, in € million
Pillar Tiirkiye Jordan and Total

Lebanon

I InfrastructureAllocation Upto 30.5 Upto 52.2 Upto 82.7

Development Approved 226 93.7 76.3
Disbursed 6.7 12.2 18.9

ll. SME Finance andAllocation Upto 20 Upto 10.5 Upto 30.5

Entrepreneurship Approved 6.1 2.2 8.3
Disbursed 3.6 0.6 42

lIl: - Economic InclusionAllocation Upto 5 Upto 4.7 Upto 9.7

and Gender Equality  Approved 1.3 0.9 2.2
Disbursed 1.3 0.1 1.4

Total allocation Upto 55.5 Upto 67.4 Upto 122.9

Total approvals 30.0 56.8 86.8

Total disbursements 11.6 12.9 24.5

Source; Approv al figures (as of December 2021) —DCF data; Allocation figures —donor co-financing reports 2019 and
2020.

Note: Indicative allocation amounts reported in donor co-financing reports exceed the €100 million env elope allocated
under the three WPs.

3.3.2 Allocated and approved volumes of financing focused on Pillar I: Infrastructure
Development. This pillar was highly relevant, but results are (still short of initial
expectations.

The highest priority across the three pillars was on Pillar I: Infrastructure Development, with nearly
90 per cent (€76.3 million) of all approved financing under the CRS (Table 2). This entre allocation was

envisaged in the form of capex grants, which ulimately supported 12 investment operationsin Jordan and
Turkiye. See Annex 7.1 for a complete list.

EvD notes a very highrelevance of investment operations supported under Pillar | . The Bankaimed
high, going for challenging and yet potentially very impactful projects and prioritising heavily
affected areas. Nearly allinvestment operationsrelated to three sectors that were heavily afiected by the
Syrian refugee crisis — waste management and remediation services, water and sewage systems, and
public ransport— and located in highly aflected areas.#! A sound diagnostics preceded selection of these

41 Forinstance, the Greater Amman Municipality (GAM) benefited from 7 out of 12 investment projects under Pillar |
Amman’s population doubled from 1.9 million in 2004 to 4 million people in 2015. As of 2015, the city hosted 34 per
cent ofthe refugee population and 50 per centof Jordan’s population. In addition, the vastmajority of refugees in Jordan
havelivedin towns (only 10 per cent in the refugee camps) and been direct users of municipal services, including solid
waste, water supply, wastewater and urban transportation. In the same vein, projects in Tiirkiye focused on communities
that saw the proportionately largest influx of refugees, excluding larger metropolitan areas not near the Sy rian border,
such as Istanbul and lzmir.

Special Study : Evaluation of the Shareholder Special Fund (2016-20) 27

OFFICIAL USE



OFFICIAL USE

investments, 42 which concenfrated on rehabilitaing existng and creating new criical municipal
infrastructure to deal with surging demand (from refugees and host communities). Some of the invesiment
operations#3 soughtto address long-standing issues where local authorities had failed to find solutons and
where pressure was already high before the crisis.

Additionality of investment operations supported by EBRD loans combined with capex grants
fundedunder CRS Pillar | was generally strong. As noted during interviews with the RO team in Amman
and corroborated by local experts from the EU Delegaton, the Department for Internatonal
Development/Foreign and Commonwealth Office, and Agence Frangaise de Développement, “Jordanwas
a pretly crowded place with other donors like AFD, EIB, KW, USAID and WB during the crisis.” However,
local municipalies had very limited fiscal headroomand commercial financing was lacking. The loan
components of the EBRD financing package had long tenor (15+ years) and were accompanied by
comprehensive technical assistance, enhanced procurementand environmental and social standards, as
well as the Bank’s tailored expertise44 and strong foothold on the ground. While counterfactual analysis for
each infrastructure operation was not feasible as partof this evaluaton, interviews with the RO team in
Amman as well as local donors in Jordan suggestthat for afew projects,*s other donors may have stepped
in had the EBRD not been there. In such a scenario, however, these projects would have faced major
delays. Despite some inifial ambiions, none of 12 investment operations atracted private capital.

To ensure the affordability of projects, the ceiling for grantintensity ofinvestment operations was
set high (85 per cent) outright. Iteventually reached 44 per cent#¢ on average for all 12 investment
operations supported under the CRS. In line with what was envisaged under the MR3 Framework,
grant intensity turned outto be higher for the water and waste sectors than for other sectors, such
as transport. Fastforwardto Ukraine. Itis conceivable thatfor many future operatonsin Ukraine following
the devastation of its infrastructure by Russia and the depleted finances of local municipalifies, grant
intensity would be at least as high as in Jordan and Tiirkiye.

Despite high relevance ofsupportprovided under Pillar |, eventual uptake of funds was uneven. Although
all allocated financing in Jordan was approved for specific projects, about25 per centof available allocation
in Tarkiye was still unused by December 2021, while no approvals took place in Lebanon. Lebanon did
not manage totap intoany available funding, mostly due to politicalinstability.4” In Tiirkiye, on the
otherhand, interviews with local staff (corroborated by some documentation)*8 pointed to two main
issues. First, large grants offered under the EU Facility for Refugees in Turkey*® made any loans
offered by the Bank, even if accompanied by the SSF capex grants, less palatable to some local
authorities. Second, the MR3 Framework underpinning the CRS excluded large cities such as | zmir
and Istanbul fromthelist of eligible communities, and they typically had greater capacity to originate
and implementprojects. Inturn (and rightly so), it focused on the most affected cities closer to the

42 Forinstance, a specific study on solid waste sector was commissioned to ex ternal consultants to establish the
pipeline of priority projects. The MR3 approved in July 2016 also includes a detailed list of priority projects in Jordan
and Tirkiy e, including potential co-financiers.

43 Forinstance, a lagoon remediation project for GAM [Op Id: 50488]

44 Other donors interview ed as part of this evaluation also mentioned EBRD's comparatively high ex pertise, especialy
in the w ater and w aste management sectors.

45 Forinstance, GAM Solid Waste Crisis Response - LFG Ex pansion [OP Id: 50354]

46 |t varied from 20 per cent to 62 per cent. Note that the grant intensity ratio here also takes into account grants
provided from sources other than the SSF.

47 Donor Co-Financing Report, 2019.

48 BDS16-119 (Addendum)

49 European Commission, 2022. The EU Facility for Refugees in Turkey . Available at:
https://ec.europa.eu/neighbourhood-enlargement/enlargement-policy /negotiations-status/turkey /eu-facility -refugees-

furkey en
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Syrian border, albeit with a weaker financial standing and lower capacity to advance th e initial
investmentconcepts. Lastly, in Tiirkiye specifically, high foreign exchange risk combined with euro
ordollarloan financing envisaged under the CRS was also a constraint.

The results of projects funded under Pillar |, and therefore the CRS more broadly, havefallen short
of initial expectations. For a crisis — especiallyone like the Syrian crisis, involving abruptand large
flows of refugees - time and a speedy response are vital. The implementation timing5° of Pillar |
envisaged that all projects, many of which are arguably complex and challenging to implement,
would be signed by 2019 and fully implemented by 2022. Yet, more than six years after the peak of
the migration crisisand theintroduction ofthe CRS, 8 of the 12 investment projects supported with
capex grants funded under the CRS have not been completed (Annex 7.1). Furthermore, the
disbursement rate of the underlying CRS-funded capex grants,
as of December 2021, was justunder 25 per centofall approved funding under Pillar I. Annex 7.2 presens
EvD’s assessment of the key factors behind this underperformance.

Projects funded under Pillar | generally addressed well-govemed as the primary TQ (and resilience as
secondary) and envisagedtwo sources ofransition impact

= Benefits for the refugee and host communities generated directly by the actual investment projects,
such as better access to clean water and public transport, a reducton in health hazards thanks to
improved and safer waste management systems, and fewer carbon dioxide emissions.

= Increased sustainability of municipal funding by moving towards cost recovery, increased
commercialisaton and private sector participaton of municipal agencies, such as GAM in Jordan.
These were addressedlargely by TCs thatsupported the investment projects.

Given major delays in the implementation of most projects under Pillar |, it is too early to gauge the
actual results, outcomes and impacts. Ifthese projects are completed, however, the outcomes and
impacts would be considerable. Annex 7.3 ofiers a snapshot of the underlying issues addressed by the
four projects that have been completed, along with some evidence on results, outcomes and impacts. Note
that only a few impacts could be afributed directly to the SSF as other sources (and forms) of financing
were involved in those projects.

Progress in improving the sustainability of municipal funding envisaged through, among others,
the shift towards cost-recovery fees, greater efficiency of public agencies, sounder financial
management and, in the longer term, privatisation of some of them, has been slow. Eventual
outcomesare likely to fallshort ofiinitial expectations bya considerable margin. Annex 7.4 provides
more details.

3.3.3 Five insights from CRS as a tool to support the refugee crisis

Thefive insights in Box 7 were gathered frominterviews and analysis ofthe experience of CRS across the
three pillars, with specific insights drawn froman in-depth assessmentofthe performance ofPillar 1. Insights
comment on the relevance of the CRS as an instrument and the efficiency of the sub-accountand its
deployment, and offers some suggestions for learnings.

50 As per the MR3 implementing framew ork. The implementation iming was revised with an ex tension ofthe MR3 in
2019 and subsequent signings and project implementation deadlines w ere set for end-December 2021 and end-
December 2025, respectively.
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Box 7: Five insights from the CRS as a tool to supportthe refugee response plan

Insight 1: The signal created by the Bank’s commitment to create a sub-account for grants in
supportof its refugee response plan created space for the EBRDto have avoice in an area
where it had not been present and where other donors were alreadyactive. The inclusion team
indicated that refugees had become a sustained lens of their work, originating from the CRS.

Insight 2: The distinctive CRS approval process helped to expedite delivery of support at the
right time. The sub-accountwas setup in a timely way to allow access to funds when they were
needed by teams, at the very start of the crisis response. Teams accessing these funds said the
absence of addional Board approvals was important The dedicated window eased the
administrative burden of justifying fund requests to this particular focus. Approvals of requests for
co-investment funds under Pillar | of the SSF CRS (mostly capex grants) were made at the MR3
level. And while the MR3 itself required Board approval (in June 2016), requests for the individual
co-investment grants deployed under itdid not (with a few caveats). The teams that implemented
the CRS on the ground saw this as the top factor that helped to expedite the iniial deployment of
supportand, more generally, facilitated the Bank's ability to “...sitat the table and say ‘yes' fo the
local authorities”.

Insight 3: The absence of regular reporting on the refugee response plan raises the question
of whether one could be confident that management was delivering onthat commitment and
whether its relevance remained. However, Budgetand Administrative Affairs Commitee (BAAC)
discussions on CRS implementation were regular: as partof SSF WP discussions, occurring in 2019,
2020, to allow for management responses to real-time projectimplementation.

Insight 4: Regular CRS updates to BAAC allowed reallocation of funding when the local context
became better understood. However, a built-in mechanism of flexible reallocation across pillars

(when demand differed from ex-ante assessment) would better reflectthe unpredictable and
evolving nature ofthe crisis response instrument.

Insight 5: Disbursementof approvedfunding certainly fell shortof allocation expectations. Various
factors drove this, including a mismatch between expectation and feasibility on the ground in the
case of efforts to support SME finance through credit lines, and a slower-than-expected pipeline
developmentfor inclusion work to hinge on. More funding for initial diagnostics would havebeen
beneficial to further informteams aboutfast-moving issues and provide more guidance for
operationalising the aims of the response plan. This last point may, in fact, pertain to the SSF
more broadly, as some interviewees supportmore openness fo fund studies/evaluations, especially
considering the Board's increasing focus on impacts.
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3.4 The governance and efficiency of the SSF’s
delivery are broadly appropriate
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3.4.1 While the shift to two-year WPs brought tangible improvements, needs
assessments underpinning WPs remain a constraint

Needs assessments underpinning WPs

The conceptualisation of WPs hingesto some degree on funds raised from donors during funding outiook
exercises. The funding outiook reveals the size of the funding gap as wellas geographies and themes that
donors have been less keen to cover, but which may tally well with Bank priorities and therefore lend
themselves to SSF support(and inclusionin a WP).

The efficiency of conceptualisation and approval of the SSF WPs has been related to the issue of
needs assessments thatshould, in principle, underpin boththe design of aWP and the size of the
corresponding NIA. Board Directors have often identified the lack of sufficiently comprehensive,
granular and timely ex-ante needs assessments as a major weakness of the process. Some Board
Directors believe such analysis should go beyond a bottom-up analysis and be substantiated with other
aspects such as key thematic priorities, parficularly sought afier products, degree of availability of funding
for upstream activiies across regions and even political consideration pertinent at a given point. The
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practice of sequencing and approving ofthe SSF WPs is outlined in Section 2.3. Note that “sequencing” of
the SSF WPs is notin the scope of this evaluation.

EvD acknowledges that conducting a comprehensive, imely and reliable needs assessment has not been

a straightforward exercise in the SSF context for several reasons:

= Needsarenotstafic and keep evolving —ata speed that rose sharply due to Covid-19 and the war on
Ukraine most recently.

= The DCF teamtried to gauge those needs by seeking the views of the banking/non-banking tearrs,
butthe datareceived from such feedback were notoriously unreliable (an issue already highlighted in
the 2014 SSF evaluation).5!

=  The needsfor the SSF have been conditional on flows of other donor funds, and historically those have
been fairly volatile in volume and type, making a forecast a difficult and error-prone exercise.

= Theneedsfor the SSF have been condiional on the Bank’s anticipated ABI.

Approval ofthe upcoming 2023-24 WP will be preceded by an enhanced needs analysis conducted by the
DCF team, though its details are unknown to the evaluation team and beyond the scope of this ev aluation.

However, one answer to the issue of insufficientneeds assessmentsis better reporting that should
underpin such assessments (Section 3.4.5 details the issue of SSF reporting). Knowing how SSF funding
was used in the past (for example, including the rightdegree ofgranularity ofthe data and trend analysis of
some indicators covering several past WPs rather than reporting on a single figure without historical
context), may help gauge future needs. It could also provide more clarity and reassurance for the Board.

Shift from one- o two-year SSF Work Plan

The shift from one-year to two-year WPs that first took place under the 2019-20 WP was
consequential. The Board as well as the DCF team, heads of ROs, regional MDs and their advisers
strongly support this change. OLs frombanking and non-bankingalso generally see itas a posiive move,
with 47 per cent of survey respondents safisfied/very safisfied with this change (Figure 12).

Figure 12: Safisfaction/dissafisfaction with shift to two-year WPs
3% 32% 31%
30%
25%
20%
20%

15%
10%

5%
1% 1%

0% — —

Very satisfied Satisfied Neutral Dissatisfied Very dissatisfied Do not know/ not
applicable

Source; survey ofthe OLs, N=136.
Note: Many of the OLs who chose the ‘neutral’ option did so because they used the SSF only occasionally and not
because they held a firm view on this matter, according to the qualitative comments receiv ed.

According to management andthe OLs, concrete benefits ofthe longer WP include more certainty
in planning over a longer time horizon that translated into a reduced need to tranche projects

51 The evaluation noted that individual tteams had an incentive to overstate their ex pected needs to maximise their
stake in SSF planning.
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artificially, and some alleviation of the “end-of-the-year effect”. While the latter has not been
eliminated, the incentives for teams o rush requests and avoid the gap between cycles has been reduced.
The longer WP time span is also more aligned with many SSF-funded projects with durations exceeding 12
months (common for complex infrastructural projects) and, more fundamentally, the SCF itself has a five-
year time horizon.

Some managing directors and one adviser have called for a “rolling programme”. This would imply
that any unspent funding within a region under a given WP would be automatically shifted to the
next WP. While this could eliminate spikes in funding requestsin the fourth quarter of the second year ofa
WP, it is also risky. Specifically, having no clear-cut deadline to use the allocation in a given WP could
reduce the SSF disbursementrate, as there would be no effective incentive mechanism to use the entire
regional allocation within a set time frame. Idenffication and reuse ofsavings would be majorly constrained
while the management of country allocations would have become considerably more challenging and
burdensome.

34.2 The SSF funding application and approval process are relatively efficient
and take less time than equivalent processes for other donor funds

Advisers to regional MDs play a crucial role in managing both funding requests and the portfolio.
They will offen screen allinifial requests in a region and give MDs a pre-selected listfor their approval based
on, among others, the fit of a requestwith SSF objectives. They also frequenty provide a guestmate of
available funding in a regional potversus volume and types of other competing requests. The approach b
such screening varies between advisers, who play an essential role in monitoring the portiolio of approved
SSF projects, including selective checks on delayed/undisbursed funds, in coordination with the DCF team
No IT solution is available for MDs or advisers to track and monitor SSF requests or existing
portfolios; everything is based onindividual spreadsheets, which creates some key personrisk and
makes the system more opaque.

The SSF application and approval process outiined in Section 2.5 is a relative concept. Much depends on
whether it is compared with applicaion and approval processes for other donor funds (bilateral and
multlateral) or gauged on a stand-alone basis. The survey of operations leaders reveals that the SSF
performs well - and by a sizeable margin - on all three fronts: (i) ease of preparing the funding
application, (ii) speed of response and (iii) clarity of the approval process (Figure 13). Most
interviewees supported thisfinding. Forinstance, while preparinga SSF financing requestfor €500,000
or less and its approval (Steps 26 in Figure 5) should normally take five to six weeks,52 an equivalent
cycle for many donors (especially the EU) often lasts six to twelve months — a game-changing difflerence
for some projects pursued by teams facing tight tmelines (see more on speed under Section 3.2).

52 The process for requests ex ceeding €500,000 would normally take an extra two to three weeks.
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Figure 13: OLs’ views on preparing the SSF application, clarity ofapproval process and speed ofresponse
in relaton o equivalentfeatures of other donor funds
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Source: survey ofthe OLs, N=136.

The picture is less clear-cut on a stand-alone basis, however. While almost 50 per cent of
respondents in the OL survey agreed/strongly agreed that “the process ofapplying for SSF money
works well”, nearly half either could not fully support the phrase or disagreed with it (Figure 14).

Figure 14: Towhatextentdo you agree or disagree with the following statement “The process ofapplying
for SSF money works well.”?
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Source: Survey ofthe OLs, N=136.

Severalissues have been highlighted. First, mostOLs believe the SSF process ofassessmentand approval
is easier, clearer and faster than for most (if not all) alternative funding sources. Yet, a meaningful number
felt it could be simplified and accelerated by the DCF team. One OL said “DCF is very busy, so the process

can be in a botfeneck from tme to fime” while another called for less red tape and a faster process and
said “the sense of urgency in urning fiches and earmarking is sometimes missing”.

Second, while the application process itself seems to be sufficienty clear, some OLs said it could be
improved. For instance, the DCF team routinely ask OLs to provide evidence that the availability of
alternative funding had been assessed. However, it does not maintain any comprehensive and regularly
updated/real-time overview of alternative donor funds, their objectives, eligibility and portfolio, that these
OLs could use, even though the DCF team manages these donor funds. There is also limited evidence of

the Bank providing regular training on the application process, potentially a more problematic issue for OLs
who seek SSF funding only occasionally and are less familiar with SSF processes (Box 8).

Third, EvD found thatwhile the DCF team seeks feedback and consults with the banking/non-banking teans
before substantial changes are made to SSF eligibility criteria, this could be done ina more structured way.
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Box 8: DCF-led training activiies and information on alternative donor funds

= The SSF Work Plan 2021-22 Principles, Processes and Controls®3 sets out the main steps in the
application and approval process for TCs and non-TCs and includes templates of fiches for TC and
non-TC requests with a brief explanatory note;

= The DCF teamorganised a few induction sessions for ROs in 2021-22 devoted to the SSF and
several generic presentations on the GrantUnititself for new Bank staff. Yet, fraining on specificiie s
of the application and approval process is limited, including the correctway to fil out a common
type of requests or to deal with ambiguities that teams may face throughoutthe process. No FAQs
section or sessions that would be tailored to a heavy users/firstime usersofthe SSF have been
available.

= No fool allows OLs (or advisers) to scan available donor funds efficienly and decide on the best
course ofaction (seeking SSF or alternative donor funds). The DCF team, which has discussed the
matier with the IT team, envisages such a tool in the Client Dynamics solution to be in place by Q1
2023, although EvD gathered thatsome major milestones siill remain to be completed as of October
2022.

In terms of approval process, as seen by the Board and for requests >€500k specifically, this has
been generally working well. None of Members consulted for this evaluaton raised any issue with the
process while 65 per cent of Board Directors/Alternates and Board Advisers who responded o the survey
agreed with the statement that “the process of approval of SSF funding for requests below €500,000 works
well’.

Interestingly, the DCF team informed EvD that the Board had not rejected any request exceeding
€500,000 over the 2016 to 2019-20 WP period. This may indicate that the screening in the run-up o the
Board review had beenthoroughand thatno dubious requests had slipped through. Box 9 provides further
details on the topic of rejections of SSF funding requests.

Box 9: Rejections of the SSF funding requests — zooming in

= There is no systematic monitoring or recording (by advisers, MDs or the DCF team) about
rejectionsl/the rejectionrate of requests for S SF funding.

= EvD understands that rejections at the MD/grantreview stage are rare. Instead, consultations with
advisers take place at an earlier stage, during which a decisive preselection of requests occurs.

=  The OL survey indicates that nearly two-thirds of the OLs never had a requestrejected.

Figure 15: OLs responses to the question: “Have any of your applications for the SSF funding been
rejected in the past?”
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53 https://intranet.ebrd.com/DCF/SSF -Workplan-2019-20. pdf
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Source: Survey of OLs, N=136.

= OLswho have had atleastone requestrejected said the reasons given included insufiicientfunding
in the regional potand rejections of the requests for legal due diligence.

= Survey results (and interviews) also reveal thatinstead of a rejection, an OL may be asked to revise
a request, including frimming down ifs size. A funding request may be also deferred to the next
Work Plan if funds under the currentWWP were notavailable.

= Although EvD gathered only anecdotal evidence on it, itis plausible that with ime the teams have
learntfurther how to meet eligibility criteria and prepare a successful funding request.

In terms of the conditions to use the SSF stipulated in the Board of Governor’s Resolution and
minimum share of funding approved for ODA countries and TCs (as opposed to co-investment
funds), the portfolio analysis conducted by the EvD and the data shared by the DCF team confinmed
full compliance across all four WPs that were the subject of this evaluation. Interviews with the Board,
DCF and Management revealed no fundamental differences in their views on the recent and current
ODA/non-ODA ratio; the principle of steering funding towards countries with greater needs has not been
disputed, although some Directors called for even more ambiious ratio. With respect to co-investment
funds/TCsratio, set primarily with an intention to preventtoo rapid exhaustion of the SSF allocation given
typically larger size of co-investment funds (such as capex grants), this ratio across recent WPs have not
been contested and appeared to be broadly adequate (even ifthere has been some evidence that specific
TCslco-investmentfunds ratio set-up for the CRS contributed to underuse offunds (Section 3.3.4).

3.4.3 The SSF disbursement rate has risen steadily but there is scope for it to rise further

There are several ways to analyse how efiicieny SSF funding is used. These include looking at the
diferences between NIA and earmarked values, earmarked and signed values, orearmarked and disbursed
values. Material opportunity costs arise from commited but undisbursed SSF funds, and these have
increased sharply in a high inflaionary environment For instance, earmarked funds need to be parked unfi
they are deployed, with rising costs offoregone interestthe longer these funds remain parked. Thereis also
the wider issue of inefficient allocation reducing the scope to supportother projects.

The disbursement rate will never reach100 per centas it is also driven by various externalfactors
which are independent of the SSF. These may include procurement processes slowing down
implementation, a typically longer imetable of capex-heavy projects accompanied by long-term TCs (with
the disbursement proportonal or even back-ended, depending on the contracting structure), loan
efleciveness often conditioning the disbursementofa TC, clients absorpfive capacity, necessary changes
in some ongoing projects or use of risk-sharing guarantees that are only disbursed in case of default In
some cases, projects may end with some funds left over.

Historically, SSF funds have beenunderspent, though the cumulative S SF disbursement rate54 has
improved steadily, from 53 per cent as of end-2018, to 58 per cent in 2019, 61 per cent in 2020 and
66 per centin 2021. In confrast, the reverse was true for the equivalentrate for the donor funds’ portfolio,
which stood at 57 per cent, 56 per cent, 55 per centand 51 per centas ofend-2018,2019, 2020 and 2021,55
respectively (Figure 16). The DCF teamattributed the improved SSF disbursementrate largely to increased

54 Here calculated as the aggregate level of disbursements compared to earmarked amounts and cov ering all WPs at
a given point in time.

55 Data on cumulativ e disbursement rates for both the SSF and donor funds’ portfolio are av ailable in the annual
grant/donor co-financing reports.
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application of control mechanisms (Box 10) and a Covid-19 related clean-up exercise in 2020.56 EvD noks
that with the SSF portfolio maturing every year as each subsequent WP accounts for a gradually smaller
share of SSF financing approvedsince 2008, one would expectthe disbursementrate to rise, all else being
equal.

Figure 16: SSF and donor funds’ portfolio disbursement rate, end-year
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Source: Grant/donor co-financing reports.

Note: The disbursement rate corresponds to the period from the first SSF WP up to that year. For instance, the
disbursement rate as of end-2018 will reflect all disbursed and approved amounts from 2008 (first SSF WP) to the end
of 2018.

While the DCF team has made a major effortand good progress recently, the use of S SF funds can
be optimised, including by addressing the “end-of-the-year effect”, which refers to some teams
habitually rushing in the fourth quarter to secure SSF funding before a WP closes. As a result, there is a
spike in requests towards the end of the calendar year.

Figure 17: Approved under the 2019-20WP, in € million
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Source: Donor co-financing reports and DCF figures.

Severalinterviewees said some MDs and teir advisers were overcautious aboutfund managementin the
first and second quarters ofa given year, only to realise in the fourth quarter thatcomfortable level offunding
in a regional potmay still exist This, inturn, created a strong incentive in the fourth quarter for these advisers
and MDs o offoad the remaining funds and exhaustthe regional allocation to avoid the impression tat it
may be too high for their regions. Inroducing two-year WPs has helped ease spikes in requests (Section
2.1), though not entirely (Box 10).

% Forinstance, according to DCF data, the value of projects with no disbursement despite 12 or more months since
their approvalfell to 14.4 per cent of total approv ed financing under 2019-20 WP, dow n from 25.6 per cent and 23.5
per cent for the 2017 and 2018 WPs, respectively.
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Box 10: End-of-the-year eflect — impact on quality of requests and disbursementrate

A spike in financingrequests and approvals of funding in Q4 is not limited to the S SF only,
and has been the case for Bank’s investment projects in general. Rise in SSF requests may
be partly a function of this wider phenomenon.

Rushing SSF requests in the fourth quarter could mean thatan MD receives and approves requess
that are not ready .57 Determining if this has happened would require a case-by-case investigation
that is beyond the scope of this evaluaton. However, comparison of the data on the share of
approvedrequests in Q4 versus Q1-3respectively that were eventually cancelled since 12+
months fromtheir approvals may shed some lighton the potential magnitude of this issue.
For instance, under the 2018 WP, of six cancelled assignments with a cumulative value of €4.3
million, four (with a cumulative value of €3.4 million) had been approvedin the fourth quarter.

Data on the disbursement ratio for projects approved in the second quarter versus those
approved in the fourth quarter also reveal major differences. For instance, while only 16 per
cent of SSF projects approvedin the second quarter 0f2020 had no disbursement, as of Novenber
2021, there was no disbursementin 71 per cent of SSF projects approved in the fourth quarter of
2020.58 Fromthe OLs perspecive, nonetheless, evidence is less conclusive. When asked whether
they agreed/disagreed with the following statement: “If | request the funding towards the end of a
given year rather than atthe beginning of a year, | ammore likely to get my requestapproved’, 21

per cent of the OLs agreed/strongly agreed, 11 per cent disagreed/strongly disagreed and the
remaining 68 per cent were neutral or had no opinion on the matter.

A spike in requestsin the fourth quarter usually causes an exceptional increase in the workload of
the DCF team dealing with requests.

In terms of disbursement rates across the regions, DCF data shows relatively consistent
underperformance of the SEMED region vis-a-vis other regions (Figure 18). This is partly due to the

comparatively higher share ofcapex grantsin the SSF funding mix for long-terminfrastructure projectss® in
SEMED, some financed under CRS (Annex 7.1). A declining disbursementrate is not unexpected and

reflects the fact that in more recent Work Plans, a higher number of TCs and non-TCs are still “works in
progress” (and hence undisbursed).

57 That is, requests that are rushed and not sufficiently researched and/or conceptualised.

58 Some of that difference may be explained by a shorter time that elapsed from approval for the latter subset.

%9 For instance, as reported in the latest SSF Progress and Completion Report, in relative terms and over the period
2019-21, SEMED had 56 per cent of the total funding allocated to co-investmentgrants, while co-investmentgrants in
early transition countries accounted for 43 per cent of total SSF funding. More generally, co-investment grants
accounted for 44 per cent of total SSF funding av ailable for other ODA economies.
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Figure 18: Disbursementrates per region, 2016 to 2019-20 SSF WPs
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Source: DCF 007 - Projects and Assignments for Fund data analy sed by EvD.

Notes: (1) Disbursement rate is defined as share of disbursed amounts, as of November 2021, in the ov erall amounts
approved under each WP. (2) For the sake of clarity, these figures represent only assignments with the single
beneficiary country specified in TCRS data (DCF 007 - Projects and Assignments for Fund) and therefore exclude
multi-country and regional projects.

34.3 Addressing some gaps in monitoring and reporting on the active SSF
portfolio may help to further improve the use of SSF funding

To use SSF funding more eficienty, the SSF Principles, Processes and Confrols document envisages
seven concrete control mechanisms (Box 11). These were implemented for the first ime under the 2017
WP and, according to the DCF team, have been a key reason behind the steady and marked improvement
in the SSF disbursementrates in recentyears.

Box 11: SSF control mechanisms

Control1: Use of balances under Work Plans— Funds released through closure, cancellation or
lapsed approval during the life of the Work Plan will be returned to that regional allocation, while
balances left under regional allocation will be transferred to the generalfund under the nextWe.

Control2: Change in scope in project/re-approvals - Ifthe scope ofthe projectthat was originaly
approved changes for any reason, OLs must request a re-approval by senior management in
DCF/VP3.

Control 3: Time between approval of co-investment grants and signing of investment — Re-
approval will be needed for co-investmentgrants thathave a more than one-year gap between Board
approval (or equivalent) and investmentsigning.

Control 4: Time between approval of TC projects and contracting — Ifa TC project was not
confracted more than one year since its approval, teams mustseek re-approval, failing which funding
allocation will be cancelled within three months of expiry.

Control5: When there hasbeenno TC contract disbursement — At least once a year, the DCF
team will identify instances where there has been no disbursementon a confract one year or more
after signing.
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=  Control6: Savings from completed projects — Teams should close projectsin TCRS as soon as
the final invoice has been paid for all project components. Funds released through closure wil be
returned to the Work Plan.

= Control 7: Grants linked to completed or cancelled investment projects — The DCF team wil
review atleastannually outstanding approved transactional grants (TC and co-investment grant)
when the associated investment operation has been cancelled or completed and will inform the
relevantregional MD so unused funds are released.

EvD understands that no systematic and consistenté monitoring in place for all seven control
mechanisms since thosewere introduced. Such data either cannot be easily extracted dueto limited
IT systems or requires individual searches (often supported by the IT team) involving a certain
degree of judgement in collating and interpreting the data. Furthermore, while currenty not a
requirement, none of the monitoring data on control mechanisms is reported to the Board despite its
potental relevance in uncovering some botienecks hampering the SSF disbursement rate. Yet, some
limted data that were shared by the DCF teamon Controls 3 and 4 specifically suggest that across the
2016 to 2019-20 WPs, there was no single case of a TC or co-investmentgrants were uncontracted for
more than 12 months since the approval, and which would be then cancelled by the DCF requiring
subsequently another request from the team and the re-approval from the DCF. Going forward, the DCF

team said it would include information in the 2023-24 Work Plané! document about the spend and savings
analysis discussed during the BAAC session on SSF sequencing in September 2021.

Inthe past, advisers carried outa large partof the controls. The approach has been streamlined, however,
and the DCF team now interacts directly with other teams. With respectto Controls 3-7, the DCF team
periodically reviews the SSF portfolio (atleast once a year) to identify any possible savings. No specific
monitoring data are available, however. These periodic reviews are separate from more ad hoc clean-up
exercises, such as those related to Covid-19 orurgentneed to repurpose the SSF due to the war in Ukraine.

Overall, introducing controls has been an important step forward in systematic monitoring of the
SSF -onethatmay have led to a markedimprovement inthe SSF disbursementrate. However, it is

hard to pin down their precise impact and reveal more details on the nature of disbursement
bottlenecks withoutan improvement in enabling easier monitoring and more transparent reporting.

344 The DCF team has adequate human resources to manage the SSF and
efficiency gains lay elsewhere

According to the DCF team, the donor funds business has grown in scale and complexity in recentyears
without a commensurate increase in human and technical resources to manage the SSF.62 A reflection of
this is found in the workload in terms of commitments related to the SSF compared with other major funds
managed by the EBRD. There was an average 0f295 SSF commitments a year across 2020 and 2021 -a
40 per centincrease over the number of commitments in 2013 at the time of the last evaluation. To put tis
workload in perspective, SSF commitments for 2020-21 represented almost 90 per cent of tofal

60 EvDwas informed by the DCF that some of the figures on Control Mechanisms are not readily available and need to
be compiled manually and that DCG has not monitored the Controls in a consistent way. Though, some figures are
collected manually on an ad hoc basis to coordinate with the banking and non-banking teams. The SSF Principles,
Processes & Controls document states that: “These controls are currently manually monitored by DCF, however
automation of the confrol processes is being inv estigated. DCF will ensure that information is provided to user teams to
allow for the timely review of project statuses”.

61 Available in December 2022.

62 Donor Funds Business Project FAQs, available at: https://intranet.ebrd.com/DC F/donor-funds-project-fag. pdf
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commitments across several major EBRD donor funds (ETC, SEMED MDA, Small Business Impact Fund
and West Bank and Gaza TrustFund).

And indeed, throughoutthis evaluation, the EvD teamfound signs suggesting that the current staffing level
may be too modest, such as delays in urning fiches and earmarking (as perceived by some OLs) or delays
in meeting essential SSF-related data requests. In addition, spikes in fourth-quarter funding requests have
typically meant a heavy rise in the workload of responsible DCF staff. Still, the DCF team’s management
says the workload has generally been manageable’, and more broadly SSF pipeline management and
capacity of the team were strengthened in 2021.

SSF resourcing and processes — including requestassessments and approvals and projectclosure — and
other aspects of managing donor funds were evaluated as part of the Donors Funds Business Project63
The projectfindings suggest that rather than stafing levels, potental improvements lay in changing the
organisatonal set-up and responsibiliies to eliminate overlaps and fragmentation of aclvites and to
promote collaboration among relevantdepartments. This includes reducing the administrative burden in the
DCF team through more efficient processes and pooling of expertise and tasks, and fixing IT systems that
are notfit for purpose, requiring upgrades or replacements.s4 Recommendations made by the projed are
being implemented, with some scheduled to be in place by end-2022. DCF ttammembers interviewed as
partof this evaluation agreed with the project findings.

Given ongoing streamlining of some SSF-related functions (and some pending recruitment within
the team), EvD concluded that the current staffing level of the DCF team devoted to SSF
managementappears broadly adequate.

34.5 The quality of SSF implementation reporting has improved markedly, but
still suffers from several weaknesses

The 2014 SSF evaluation included one recommendation on SSF reporting and two on technical resources
for grants management (Box 12).

Box 12: EvD SSF evaluation, 2014 — conclusion andrecommendation on reporting and technical resources
for grantmanagement

= Reporting about the SSF has been overwhelmingly focused on the accountability for its
complementarity functon and reflecting the poor management for results related to grans
management.

* Inline with the Bank's recentefforts on TC grants, SSF-funded operations have included resuls
matrices. However, the Board has notyetbeen givenany reportataggregate level againstthe SSF
objective.

=  The 2014 evaluation recommends substantially enhancing the quality of reporting on SSF
results. Reporting willneed to be adjusted accordingly ofthe EBRD rebalances SSF objectives b
maximise transiion impact and develop its strategy. SSF reports should include an account of the
SSF confribution to achievements againstits strategy.

An EvD background information note from 25 November 2020 given to BAAC and looking at progress
against these recommendations reinforced a pressing need to advance Recommendations 1 and 3 on

63 EBRD Intranet. Donors Funds Business Project. Available at: https://intranet.ebrd.com/home/departments-and-
groups/client-services-group/policy -and-partnerships/ex ternal-relations-and-partnerships/donor-co-financing/donor-
funds-business-project

64 DCF, July 2022. Donor Funds Business Project — Reforms Overview.
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reporting, emphasising: “...improving guidance, enhancing the quality of reporting and creating a data-
sharing platform for EBRD shareholders and SSF users”.

Section 3.04 of the SSF Rules sets out reporting requirements for the Fund and was last modified in
December 2020. It says: “The Board of Directors shall be provided with an annual report on the
current status of the approved, committed and disbursed uses of the resources of the Fund,
including the reporting onrelated results financed with the resources ofthe Fund, according to the
relevant established procedures of the Bank.”

In practice, SSF reporting hasbeen delivered in two main formats:

=  SSF annual reporting (sector-based): Until recently, annual reporiing was based on 500+ individual
reports on SSF-funded projects generated from TCRS, bundled and shared with the Board and
complemented with Word format reports for SSF-funded capex grants. This individual project-level
reporting — highly inadequate, inefficient and frequently criticised by the Board —was replaced in 2021
by aggregate reporting at sector level (managed mostly by the sector teams). Initially piloted for two
sectors (Fland SIG) following endorsementby Board Directors, the new systemwas then rolled out to
all sectors, with the first fully fedged reportdelivered in summer 2022.

= Aggregate information and analysis on use and results of the SSF WPs presented in the
grant/donor co-financing reports: This has been provided in the form of a separate section on the
SSF (3-6 pages) in the main report, accompanied by an annex and typically published in April of a
given year. It highlights financial information (including some discussion on the disbursementrate), a
regional breakdown of Fund use and a summary of how allocation maps onto fransition qualies (with
more details on SSF WPs’ commitment to region and TQs providedin an Annex 3).

Before moving to details of thetwo formats, it should be noted that in EvD’s view, conceptually and
methodologically, there remains a major limitation on the extent to which implementation results
can be reported on the Fund. This is because the SSF is often just one of many inputs and is typically
small, making a precise affribution of a projects results to the SSF very challenging (if notimpossible in
some cases). The Fund also serves as a fungible inputto the Bank’s work, rather than a programme/project
in itself with its own performance targets and indicators.

SSF annual reporting (sector-based level)

A new reporting methodology, based on portfolio reporting aggregated at sector level, was
introducedforthe SSFin 2021. The Fl and SIG teams piloted the new methodology and submitted teir
reports to the Board. The pilotwas generally well-receivedss and itwas agreed to follow the same approach
for all EBRD sector teams benefiing from SSF funding. The first fully fledged reportwith aggregate results
for all sectors was prepared in summer 2022. It covers 11 sectors, each broken down by 9 stand-alone
sections.s® The results from the Board survey (Figure 19) conducted in the first quarter of 2022 do not
caplure the latest status following the publication of the reporton all sectors, though they offer some insights
on the general perception of sector-level reporting back then.

Figure 19 To whatextentdo you agree/disagree with the following statement “The new SSF reporting
based on sectors that was piloted last year is a significant improvementcompared to the previous system
of reporting™?

65 They still called for further improvements, how ever.

66 Financial status/portfolio composition; breakdow n along geographies (regions); sub-sectors or products or strategy
pillars, depending on nature of each sector; disbursementstatus; financing per transition qualities; ty pe of support
(TCs and co-investmentfunds); progress of results; success stories as a result of SSF support; implementation issues
and lessons learned.
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EvD notes that the new aggregate and sector-based level reporting system has been a substantial

exercise and is a major improvement and big step forward compared to the previous results
reportingsystemthat relied on 500+ individual projects reporting.

Box 13: Some improvements stemming from the new sector-level reporting system

=  For the first ime, the new system offers SSF results reporting at aggregate level, meaning it is
possible to see the whole picture of how the SSF confributes o sector oufputs.

= Cranularity ofreporting is fairly high, for example, analysis allowing a breakdown by subsectors for
SIG.

= Thereportoffers an overviewofthe prevailing typology oftransactional TCs and non-transactional
TCs (notcovered by Monarch) broken down for each sector and provides a sense, even if only
cursory attimes, of the most common type of assignments supported. Thisis an improvementon
the previous reporting, which could notcomment on assignment types.

= |t provides an overview ofthe implementation and disbursementstatus.

=  The “implementation issues, actions and lessons learned” section produced for each sector fleshes
out specific issues and offers candid reflexions as well as concrete alleviating measures.

EvD finds the methodology underpinning new sector-level reporting system to be broadly sound.
Given the diverse nature of the work and projects pursued by teams/sectors, there is no one-size-fits-all
and the methodological approach to aggregation had to be tailored to each teany sector. Sound sequencing
with the piloting exercise enabled importantadjustments in the approach. The choice of sectors as the main
unit of analysis comes with some constraints/trade-offs, but so would any other alternative unit(s) such as
region/country. Ittherefore appears sensible. The report notes the challenge of affributing resuls to the
SSF, and does so in a transparentway. Many limitaions of the existing reporting system stem from the
quality of the available data — a major constraint, regardless ofthe system that is in place.

Despite very significant improvements, early stage of the reform as well also trade-offs that
alternativeform of aggregate reporting would have implied, new sector level reporting, as it stands,
still has major room forimprovement in terms of quality and completeness of reporting, format, as
well as the management ofthe reporting process itself.

Detailed EvD observations on qualitaive and presentational shortcomings of the new sector-level reporting
system are outined in Annex 8.

Forthe SSF annualreports (sector-level based), interviews with members of several teams including
Fl and SIG suggest that the sectors themselves cover the budgetary responsibility for sector-level
reporting and that the process is fairly fragmented, resource-intensive, time-consuming and
requires plethoraor manual inputs, checks and adjustments. Few standardised templates speeding
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up the process are available today, while generally the process has been also hampered by weak IT
systems.

More fundamentally, issues with the quality and availability of the dataunderpinning the reporting
system continueto affect heavily the SSF reporting processes and outputs. Much relevantinformation
about infow and outflow of donor funds, including the SSF, is held in a central source of the Data
Warehouse, which in turn also relieson TCRS data (with its long understood major deficiencies®?) for the
SSF. Generally, gapsrelated o the Bank’s IT system are not specific to the SSF and are therefore being
addressed centrally .68

Going forward, SSF reporting may be enhanced with data on TC indicators anchored in the
investment projects’ results matrices available in Monarch, in order to monitor SSF-funded
transactional TCs and their contribution to transition impact. While indicators for SSF-suppored
transactional TCs have been incorporated in Monarch since 31 August2021, the timelinefor the shift of
non-transactional TCs to Monarchis unclear.

Demand remains for real-time portfolio-level data, such as that provided in annual results reports.
EvD found evidence of this during interviews, as many interviewees called for better access and
informationaboutaccess. This is in line with a recommendation in the previous evaluation that has
still not beenaddressed.

SSF reporting as part of grant/donor _co-financing reports

SSF-related content presented annually as part of grant/donor co-financing reporting has mainly covered
allocation and approvalfigures disaggregated by regions and TQs. The information on ODA/non-ODA and
TCslco-investmentfunds ratios was presented consistently and clearly.

Recent reports have offered more granular information on the SSF disbursement rate, including a brief
listng of some drivers behind it, and become more transparent about certain challenges, such as
acknowledging end-year spikes in requests and delays related to CRS. In addition, the graphical outline of
the reports was fundamentally revamped in 2020 and the content became much more accessible and the
reports visually appealing.

Nonetheless, EvD systematically reviewed the SSF-related content presented in grant/donor co-
financing reports and, despite some improvements, they still have shortcomings:

= Commentary on key factors driving the disbursementrate up or downcomparedto a previous yearM\P
is too limited and generic.

= There are virtually no essential figures on the SSF control mechanisms (Box 10), such as the value of
TCsl/co-investment funds and their sector and country concentration, that were signed more than a
year ago butwith no disbursementand the number of cancelled projects per WP. While the DCF team
stepped up efforts to reduce SSF underspending in recentyears, more defails on its clean-up/portiolio
reviews exercises are needed.

= QOlder reports offered only cursory information on SSF-induced results. Results reporting has focused
ondonors, or atimes donors and SSF (rather than SSF alone). While the reporting still does not allow

an aggregate overview ofspecifically SSF-induced results, this is nolonger anissue as new (sector-
level) annual reports have been introduced.
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=  Reports offered almost no information on the outcomes and impacts of the SSF.6¢ Again, however, this
should now be covered as partof the annual reporting (sector level).

More generally, and with justa few exceptions, reporting does not offer metrics permitting the trend
analysis and comparison of relative performance across WPs. Instead, reporting is ofen provided wih
figures in absolute terms, which in isolation from the equivalentfigures under past WPs do not allow a
meaningful interpretation. This issue spans beyond these reports, and has been already highlighted by
some Board Members.
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Conclusions, insights and
recommendations

4.1 Conclusions

Evaluation question 1: To what extent does the SSF serve the EBRD’s strategic
priorities?

While there are some perception differences among the users of the SSF and the Board, there
is evidence that SSF is appropriately designed to be ableto serve the Bank’s strategic priorities,
both in normal times and in times of crises. The Bank has made substantial progress since the
previous SSF evaluation across areas of planning, clarifying the SSF’s purpose and infroducing
mechanisms to operationalise it There isroomto further clarify how the high-level alignment with the
SCF is operationalised, including te level of information to be shared on SSF confributions to SCF
prioriies in reporting, and consideration on the optimal alignmentwith budgetary cycle. EvD commends
the infroduction of the country allocation model andits review thattook place in advance of the SCF
as good pracfice. At the same time, the value of the SSF is partly related fo its flexibility to respond b
EBRD priorites as they evolve.

Evidence shows that the SSF has supported projects and initiatives which have driven the
Bank’s impact under SCF 2016-20 — particularly in green and well-govemed. Though the SSF has
confributed to the Bank’s inclusion work, inclusion features less heavily as an area of SSF supportthan
other TQs.

Evidence on how the SSF has been used suggests that SSF flexibility has enabled it to
contribute totheBanKk's crisisresponse on several occasions,and with positive results. These
include notably the refugee response plan (parfcularly in terms of supportng the development of
crifical municipal infrastructure) and the Covid-19 response (in terms of policy assistance).

Evaluation question 2: To what extent did the SSF broaden the scope and deepen
the intensity ofthe EBRD’s transition impact?

There is a broad appreciation (especiallyacross users) of the critical nature of the SSF to the
Bank’s work. Mostinterviewees consulted as partofthe evaluation, along with the clear-cut OL survey
results, pointto the SSF’s instrumental role in both project preparation and implementation.

There is a strong evidence from the WP 2019-20 mapping exercise that the Fund has been
supporting the right type of projects. SSF financing was generally directed to impactful TCs and
non-TCs, supporting projects well aligned with the SCF, and offered to the clients that should be
targeted (public sector clients with suboptimal capacity based in ETCs). Itis reasonable to argue that
the Bank’s ability to deliver in regions such as Central Asia is contingent on the SSF, highlighting at
the same time some risk if this funding were notforthcoming going forward.

Evidence from the mapping exercise and interviews show that the SSF has enabled country
strategy delivery in some high-priority economies through project preparation and
implementation support. This was particularly noted during the Covid-19 crisis as fundamental
to delivery.
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Available data and interviews indicate that some of the Bank's flagship advisory programmes
(SBlgrants SBIsmall business advisorywork and LTP, for instance) rely on the SSFfor their
core funding year after year. EvD understands thatsmall business advisory work relies on the Fund

for more than 20 per centofits annual budgetand LTP for 70 per cent (over the period 2018-20). This
also constitutes some risk, in case such funding were not guaranteed.

There is evidence that the SSF has enabled the Bank to develop and deliver its non-
transactional work, both related to new areas of S CF ambition and policy priorities. Central Asa
and eastern Europe and the Caucuses accounted for a third ofnon-transactional work, both in number
and volume, indicating the importance of the SSF in policy work here in particular. An analysis of the
Bank’s policy prioriies found that the SSF funded the majority.

Evidence suggests thatthe expected transition impact for investment operations supported by
the SSF has beenfairly similar tothe Bank’s average ETI.

The speed with which SSF funding can be secured, relative to most other types of altemative
donorfundingsources, along with its unique alignmentwith Bank priorities (given the SSF is
in-house Fund) and administrative ease allowing it to fund small yet impactful assignments,
was a key distinctive S SF featuredriving transition impact.

Supportprovidedunder Pillar| ofthe CRS was (very) relevant. The Bank aimed high under Pillar
|, seeking to undertake projects that were very relevant and vital for both host and refugee
communities. These were often complex and challenging undertakings, yet potentally very impactiul.
Additionality — both financial and non-financial —was generally strong under Pillar 1.

While it hasbeen sevenyears sincethe peak ofthe Syrian refugee crisis and the establishment
of the Community Resilience Sub-Account, most investment projects that benefited from CRS-
funded capex grants have not materialised. Therefore, results (still) fall short of initial
expectations.

In light of the major delays in implementation of most Pillar | projects, it is still too eary to
gauge actual outputs, outcomes and impacts. If these projects are completed, however, the
outcomes and impacts would be considerable.

Evaluation question 3: Is governance of the SSF suitable to lead to efficient
delivery?

The shift from one to two-year Work Plans, which first took place for the 2019-20 WP, has been
consequential and positive. Teams said they had more certainty in planning over a longer time
horizon. Italso somewhat alleviated the “end-of-the-year eflect’ and the need to rush some funding
requests so they could be approved before the gap in the funding cycle between the end of the work
programme and the approval of the subsequent WP. More fundamentally, two-year WPs better align
with the SCF’sfive-year ime horizon (and the recommendation of the 2014 SSF evaluation). Despie
some calls from the teams, it is notclear whether introducing a “rolling programme” that implies shifing
unspentfunding within a regional pot to the subsequentWP would (on balance) be beneficial.

Advisers to regional MDs play a crucial role in managing S SF requests as well as the pipeline

of SSF-approved projects. While few SSF funding requests have been rejected at the MD/grant
review stage, itappears thata decisive preselection often takes place during discussions with advisers.

Relative to almostall other funding sources, particularly EU funds, the SSF stands outin temms
of (i) ease of preparing the funding application, (ii) speed of response on the application and
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(iii) overall clarity of the approval process. Yet, the scope for improvementexists, including greaer
transparency abouteligibility and the availability of other funds managed by the DCF team.

= The SSF disbursement rate has improved markedly in recent years. Itrose from 53 per centin
2018 to 66 per cent in 2021 (while donor funds followed the opposite frend). Control mechanisms
introducedin 2016 and a recentportfolio clean-up onthe back of Covid-19 may explain some of this
uplit.

= ‘End of the year effect’ with spikes in requests in Q4 has been somehow alleviated by the
introduction of 2-years WP. However, data analysis stil suggests that some requests submitted in
Q4 may be less well thought out and prepared cf. those from earlier period of a year, backfiring
subsequently in terms of delayed/ lower disbursements/ cancellations;

= The available staffing level of the DCF team devoted to the management of the SSF has been
broadly adequate,given the workload. Withoutadditional human resources, there is sill potential to
drive Fund’s efiiciency by eliminatng some overlaps, ragmentaton of activites and reducing the
administrative burden on the DCF teamthrough more efficient processes and pooling ofexpertise and
tasks. Itwould also help to deal with data-related issues and fix IT systems that are notfit for purpose
and require upgrades or replacements.

= TheBankhas made substantial progress towards addressing two recommendations from the
2014 SSF evaluation to enhance the quality of reporting on SSF implementation results. This
progressis seenin both donor co-financing reporting and SSF annual (sector-based) reporting:
o Forthe first ime, the new system (sector-based reporting) offers SSF results reporting at
aggregate level, meaning it is possible to see the whole picture of how the SSF confributes
o sector oufputs. Granularity of reporing is also reasonably high. The overal
methodological approach is sound.
o The reportofiers an overview of the prevailing typology of ransactional TCs and non-
transactional TCs (not covered by Monarch) broken down for each sector and making it
possible to geta sense of the main type of assignments funded.

e However, the SSF reporting system could be still enhanced by:

o Reporting on the SSF as part of donor co-financing reporting lacks in-depth analysis wih
regard to the factors that drive the SSF disbursement rate, as well as frend analysis across
WPs.

o Although granular, reporting on the SSF as part of annual reporting (sector-level based) is
provided in a hardly digestble format (400+ page report).

o Confrol mechanisms, although potentially useful to shed further light on absorption
botenecks, have notbeen systematically monitored and reported.

o  Technical resources for grant management have not improved significantly since the last
evaluation. This continues to hinder planning, reporting and knowledge sharing. Accessb a
data-sharing platormon the SSF portiolio and the total donor fund portolio that is accessible
and interactive would benefit managementcapacity.
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4.2 Keyinsights

Managementand the Board may wish fo consider the following insights from this evaluation:

Insight 1: The portfolio analysis confirms that the SSF remains an important and sometimes
crucial source of funding for banking and non-banking teams. Although the current level of NIA
o the SSF is broadly sufiicient, maintaining the status quo may warrant careful reconsideration,
parficularly in the context of the potential expansion of Bank actvities/ambitions and emergency calls
on the Fund due fo crises.

Insight 2: The speed at which SSF funding is madeavailable has far-reachingimplications that
go beyond a simple notion of time and convenience. For some types of interventons (such as
individual stand-alone TCs and policy dialogue), itmay be a decisive factor in whether such funding is
available.

Insight 3: Intimes of crisis, the S SF offers an opportunity to respond quicklyto priorityareas.
Using the SSF as part of the Bank's response tool during the Syrian refugee crisis demonstrated that
creating a dedicated Community Resilience Sub-Accountwithin the SSF with ring-fenced NIA provided
a rapid channel to access funds. Its simplified approval process helped teams o access that funding
when time was of an essence. Yet, it would have been beneficial to have built-in flexibility permiting a
timely reallocation of funds across CRS priorities/pillars when the needs assessment diflered from
whatwas eventually possible/needed. Forfurther insights on the CRS, see Section 3.3.3.

Insight 4: The SSF allocation systemis efficient and its regular review is a good practice.

- Mul-year WPs offer an efficient allocation process matching needs to funds, and smoother fund
approvals throughoutthe year.

- The country allocation model provides an efficientgovernance mechanismto guide the allocation
of SSF funding across regions, tying the SSF more closely 1o the delivery ofresults atthe country
level. Regular review allows a fransparentdiscussion of its continued adequacy.

Insight 5: Sufficient monitoring and reporting on SSF control mechanisms are not available,

which hampers the understanding of barriers to the deployment of SSF funding and may
prevent furtherimprovementin disbursement seen over recentyears.

Insight 6: There is demand for enhanced S SF knowledge managementand sharing that would
improve SSF performance. This was seen whenthe SSF was used as a vehicle to respond fo crises.

Furthermore, users ofthe Fund and the DCF team would benefit from more failored fraining on better
information aboutalternative donor funding.
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4.3 Recommendations

Based on the findings identified under each question and extracted insights, this report offers four
recommendations on the SSF.

Two strategic recommendations

Recommendation 1: Areview of theadequacy of the SSF level of funding and its sustainability
will be valuable toensure that the Fund can continue beinginstrumental in driving the Bank’s
transition impact. With the mid-term SCF period fast approaching as a fime fo reflect on strategic
priorities, alongside EBRD response to the compounding and multiple global crises in its CoOs, this
ofers a timely moment for reflecting on the level of the SSF support that will be necessary o deliver
the Bank’s mandate and ambitions in the nextperiod.

Recommendation 2: Make the adjustment of initialfunding allocations, as part ofthe S SF crisis
response sub-accounts/ vehicles, more flexible, and strengthen the learning loop to maximize
the use of the SSF as a crisis response tool. Concretely, consideration should be given to the
possibility of creating a builtin mechanism/ procedure allowing a swift reallocation of funding across
priorities/pillars/windows under future SSF sub-accounts/ vehicles set up to respond to crises, should
needs change with regard to an ex ante assessment In additon, SSF-funded expenditures on
diagnostics work and real-ime monitoring should be facilitated from the outset

Two technical recommendations

Recommendation 3: Improve the S SF pipslineresource monitoring and reporting: Enhance he
SSF results reporting (including to Board of Directors) by adding regular (atleaston an annual basis)

analysis on the SSF Conftrol Mechanisms 3,4 and 5, to increase transparency, identify disbursements’
botlenecks, and ulimately confribute to increased efficiency in the use of the SSF financing.

Recommendation 4: Set-up a comprehensive and up to date on-line platform/ tool hosted-on
Client Dynamics-and-accessible to SSF users. Comprehensive and regularly updated on-line
platormy tool hested-on-CD offering an overview of all available donor funds, and ability fo run searches
by key eligibility criteria (sector, product and country at the minimum), should be set-up, piloted,
operationalised and made accessible to the SSF users by mid-2023.
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5. Selection of principal sources

Strategic and Capital Framework 2016-20 BDS15-013/F
BDS20-122 Strategic and Capital Framework 2021-25
EBRD Shareholder Special Fund Reform Proposal and Rules BDS15-133

Reportby the Chair of the Budget and Administrative Affairs Commitiee on the EBRD Shareholder
Special Fund — Reforming the SSF for 2021-2025 BDS20-205

SSF Work Plans 2016, 2018, 2019-20 and 2021-22
2020 Reporting Pilots

Shareholder Special Fund — Regional: Rapid Advisory Response (RAR) Framework (€ 500.000) BDS
20-145

Donor Co-Financing Reports 2018, 2019
2017 GrantCo-financing Report

2016 GrantCo-financing Report

CS/BU/21/17/Rev 1 EBRD and Donors — Partnering to Deliver Impact

EvD Special Study Shareholder Special Fund - Interim Evaluation

CS/AU/22-01EvD Knowledge ProductRapid Assessmentof the Solidarity Package CSAU2201
Information Session: Enhanced and Structured Approach to Policy Reform Dialogue at the EBRD
Enhanced and Structured approach to policy dialogue: Taking Stock and Way Forward CSFO1711
BPN Scorecards and online reports/tools including PPO

CS/F0O/21-28 DraftEquality of Opportunity Strategy

SGS16-025 EBRD response fo the refugee and migrant situation facing ifs countries of operation
SGS16-032 EBRD supportfor refugee-hosting communities

SGS16-196 Information Update — EBRD’s Refugee-Related Response

BDS19-032 Report by the Chair of the Budget and Administrative Affairs Committee on the EBRD
Shareholder Special Fund Third Work Plan for the use of the Community Resilience Sub-Account2019
to 2020

BDS20-185 Report by the Chair_of the Budget and Administrative Affairs Committee on EBRD

Shareholder Special Fund Revised Third Work Plan for the Use of the Community Resilience Sub-
Account

BDS16-119 /Add 6 Shareholder Special Fund: Regional: Municipal Resilience Refugee Response
Framework (“MR3")
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Annex 1: Sources of data for the evaluation and limitations

This evaluation drew on the following sources of data:

an extensive desktop review coveringEBRD and external documentation

60 semi-structured interviews, including 7 Board Directors, 5 Regional Managing Directors and ther
advisers, 6 Heads of Resident Offices, staff from the Advice for Small Business, Capital & Financial
Markets Development, former Economics, Policy and Govemance staff, Financial Insfituions, Industry,
Commerce and Agribusiness, Legal Transiton, SFS and Trade Finance and Social Infrastructure
Group teams, and multiple discussions with the Donor Co-Financing team

attendance of the evaluation team at relevantBoard sessions, including six Budgetand Administrative
Affairs Commitiee (BAAC) meetings devoted to the SSF in 2021-22

an online survey reaching 300 operations leaders frombanking and non-banking teams who benefied
from funding approvals under the SSF 2019-20 WP, of whom 136 provided complete responses (45
per cent response rate)

an online survey of 85 Board Directors/alternates and advisers, of whom 17 provided complete
responses (20 per centresponse rate)

data analysis that covered primarily the SSF portiolio as well as donor funds’ flows

an extensive exercise ofmapping of 560 individual TC and non-TC assignments approvedunder he
SSF 2019-20 WP

In addition, in the context of the assessment of the SSF Community Resilience Sub-Account, the evaluation
team also reviewed the 12 investmentprojects that benefited from capex grants funded under CRS, further
substantiated by afield visitto Amman, Jordan, thatincluded field interviews with stakeholders.

This evaluation has certain limitations. Foremost, TC data (transactional and non-transactional)
available in the TCRS and Data Warehouse systems are sometimes inconsistent, incomplete and
challenging to aggregate. These limitaions extended the ime needed for the data collection and analysis,

and required exfra data inquiries with the DCF team. The issue ofaccess and insufficient quality of the data
hasbeen stressed persistently by numerous previous EvD evaluations.
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Annex 2: SSF Work Plan sequencing

Figure A2 outlines the tmeline for SSF sequencing, including key WP-related tasks, unfil Autumn 2022,
when the DCF team will pilot new sequencing. This is why SSF sequencing is beyond the scope of this
evaluation, although some elements of the timeline are still crucial contextual factors for the evaluation.

Figure A2: SSF sequencing, including SSF WPs, as of end-2021

SIP [biennial] WP Board Approval [biennial] NIA Approval by the BoG [annual]
October — November December - January May
Founding Outlook [annual] SSF Aggregate Reporting [annual]
November - December April
WP needs analysis
[annual]
December

Source: CS/BU/21-32.

Special Study : Evaluation of the Shareholder Special Fund (2016-20) 53

OFFICIAL USE



OFFICIAL USE

Annex 3: Portfolio analysis

Box A3: Headline figures from the SSF portiolio analysis that covered the 2016 to 2019-20 WPs
(occasionally complemented by the most recentdata)

Annualinfiows of donor support’®in 2016-20 averaged €768 million versus an average €125 million

of netincome allocation to the SSF, with the latier accounting for 21 per centto 13.5 per cent’* of all
mobilised funding annually.

Relative to overallfunding (combining donor and SSF monies), the SSF played the biggest role in
financing transactional TCs (34 per cent of all SSF financing earmarked in 2020) followed by non-

transactional TCs (27 per cent in 2020). Its relatve importance in relation to donor funding in
confributing to co-investment funds was fairly limited (8 per centin 2020).

Average annual SSF financing ofransactional TCs under the 2016 to 2019-20 WPs was €46 million
with no marked variations across the WPs. The equivalentfigure for non-transactional TCs was €35
million, though there was a tangible increase in its relative envelope under the 2019-20WP.

Average annual SSF financing of co-investment funds under the 2016 to 2019-20 WPs was €18
million (with a slight decline under the 2019-20 WP) againstan annual average of€272 million from

donor funds. NB: Donors confinue to fund more than 90 per centof all co-investment funds deployed
by the Bank.

The most common funding structure (by value and number of projects) for all three types of produck

—fransactional and non-transactional TCs and co-investmentfunds — combines both SSF and donor
funds.

The share of SSF-funded projects (as per approvals) in ODA countries has been stable in recent
years, reaching 94 per centin 2016 and 2017, respectvely, and then leveliing off at 95 per cent
across the 2018 and 2019-20 WPs. This mirrors the geographical distribution of donor funding
confributing to the Bank's projects and funds largely directed to ODA countries (with a very similar
regional split, to).

ETC countries and the SEMED region consistently atracted the largestshare of SSF financing under

the 2019-20 WP. ETC countries also saw the biggest increase in their relative share of funding over
the last five years.

The public sector atfracted nearly four imes more SFF funding directed to co-investmentfunds than
the private sector (€100 million vs €26 million) over the 2016-20 period.

Of the €100 million allocated to SSF Community Resilience SA, €69.3 million was approved. More
than 70 per cent of tis was co-financing funds (mosly capex grants). While financing of

infrastructure investments under Pillar | was robust (in Jordan only, however), take-up of funds
across two remaining pillars was below allocation expectations.

TC and non-TC grants addressing (primarily) green TQ have affracted the largestshare of SSF
funding in recentyears (33 per centin 2020) while inclusive and integrated are the (primary) TQs

with the smallest share. The Covid-19 response (and Solidarity Package 2) were the main drivers of
the marked increase in funding addressing the resilience TQin 2020.

70 Including both secured ex clusiv ely for EBRD projects as well as open to other IFls [rows 1and 2in Table A1]
™ Averaged for the 2019-20 WP based on 12 per cent for fiscal year 2019 and 17 per cent for fiscal y ear 2020.
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= Historically, SSF funds (like donor funds) are usually underspent, though there has been a steady
improvementin the last few years. The cumulative SSF disbursement ratio, here calculated as the
aggregate level of disbursements compared to earmarks and coveringall previous WWPs atany given
point, stood at 53 per cent, 58 per cent, 61 per centand 66 per centas of end-2018, 2019, 2020and
end-2021, respecively 72 The equivalentfigures for the donor funds’ portiolio stood at 57 per cent,
56 per cent, 55 per centand 51 per cent as of end-2018, 2019, 2020 and 2021, respectively.

=  The value of projects with no disbursement 12 or more months after their approval fell to 14.4 per
cent of total approved financing under the 2019-20 WP. Thatis down from 25.6 per cent and 23.5
per cent for the 2017 and 2018 WPs, respectvely.

=  Excluding the 2018 WP, the volumes of SSF financing approved by the Board always exceeded

those approved via delegated authority, ranging from 67 per cent of total approved SSF funding
under the 2017 WP to 52 per cent under the 2019-20 WP.

72 The five percentage point increase in 2021 corresponds mainly to the Bank's Covid-19 response, w hich prioritised
quick interventions.
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Annex 4: Summary of 2015 recommendations

Recommendation Priority Management = Status- Status- Last
response Management = EvD update

1. Divergentviewson = High Agree Complete Complete June 2015
SSF purpose and
priorities should be
reconciled
2. Align SSF planning = Medium Pary agree  Complete Notyet April 2020
with the EBRD completed | (by email)
budgetary cycle
3.Base SSF sfrategic = High Party agree | Complete Complete January
planning on existing 2016
transiton gap
analysis
4. Better clarify EBRD ' n/a Further N/A N/A This November
priorities in dialogue clarification recommend = 2014
with donors sought ation did not

imply a

follow-up

action plan
5.Produceabinding | Medium Agree Complete Complete January
SSF operations 2016
manual
6. Review SSF Medium Agree Complete Complete June 2015
governance structure
7.Approve and Medium Agree Complete Complete January
enforce accountability 2016
mechanisms for non-
TCgrants
8. Enhance quality of = Medium Partly agree | On hold Not yet April 2020
reporting on SSF completed | (by email)
results
9. Presentan action Low Party agree | Complete Complete January
plan for interim 2017
solutions to urgentIT
issues
10. Create a data- Low Partly agree | On hold Not yet Apr 2020
sharing platform for completed | (by email)
EBRD shareholders
and SSF users
11.Review adequacy = Low Agree Complete Complete July 2017

of human resource
allocation to SSF

administration

12. Evaluate the Low Partly agree N/A Not yet January
results of the future completed 2016
SSF strategy ona

regular basis

Source; EvD background paper to BAAC discussion on December 2020 on SSF reforms
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Annex 5: Adoptions and amendments of SSF rules and regulations
since 2015

Chronology of SSF Rules and Regulations adoption and amendments update to table included as part of
the previous evaluation. Timeline runs from September 2014 to July 2022.

Date Board Paper Type Content
June BDS15-133 | Revisedrulesas partof Included a new planning cycle, simplified
2015 reformof the fund governance arrangements and

administrative rules, and a new rule-based
allocative model

December | BDS15-312 | Amendmentto Regulation | To enable the resources specifically
2015 N.2 earmarked for the SEMED region to be freed
up and used for all countries of operation

April2016 | BDS16-052 | Amendmentto Regulation | To create Community Resilience Sub-

N.2 Accountand Work Plan for the use of sub-
account resources
December | BDS20205r1 | Revision of rules Included a restatement of the Fund objective
2020 (clean) and a modification to reporting practices
Apr2022 | BDS22-055 | Revision of rulesand of Reallocations within WP 2021-22 o support
WP 2021-22 Ukraine; ime-limited change in the non-
ODA/ODA split for the SSF for the duration
of WP 2021-22
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Annex 6 Mapping exercise

Annex 6.1 Methodological approach

Rationale

The Board of Directors has frequently called for more clarity on what the SSF is actually supporting, wih
some describing the SSF as a “black box”. A clearer and more granular overview of whatthe SSF has
funded respondsdirectly to the broader issue of needs analysis underpinning the design of Work Plans. A
more granular analysis also offers more opportunity to address certain concerns aboutthe appropriate use
of SSF funding — such as the extentto which it has been used to supportlarger private corporates that, in
theory, should have benefited from it only in limited cases. Therefore, EvD believes this mapping adds
significant value for several reasons.

Operationalisation of the approach

At the outset, the evaluation team designed a bespoke taxonomy of SSF-funded assignments relying on,
among others, DCF guidelines and definiions of specific type of aclivites faling under the category of
transactional/non-transactional TCs and co-investment funds, as wellas the EBRD Glossary. Figure A4.1
presents the diagramwith final taxonomy that guided the actual process of mapping 560 SSF-funded
assignments. The mapping itself drew on the projec/assignment descriptions available in the TCRS,
supported by cross-checks in Deal Tracking Module (DTM) data. Due to data limitations, it relied heavily on
the judgement of the evaluation team and results should be seen as approximations rather than exact
figures. Annex 4.1 provides the methodological note offering more details on the approach, aswell as also
some caveats and limitations.
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Figure A6: SSF -taxonomy of funded assignments

© Technical cooperation (TC) grants © Non-Technical cooperation (non-TC) grants
Project preparation Donor codinvestment funds
Due Diligence [commercial, economic, environmental, social, Investment grants

financial, insurance, legal, technical] Incentive payments [non-reimbursable]

Feasibility study/ies
Risk mitigating instruments
Business development study/ies
o First-loss risk cover

Other type [early project preparation, baseline study, market
study, other type of study, energy efficiency audit, road safety
sudit, GAP analysis, pre-signing procurement sUpport, Local currencies’ denominated products
other type of action plan]

Project implementation
Palicy dialogue

Guarantees

Concessional/ parallel loans

Equity to accompany Bank's investment

Reform dialogue
Capacity building to implementing agency of reform
Advocacy work
Institution & capacity building
Advisery
Systems design and set-up

Training/ seminars/ conferances, workshops Legend:

Non-transactional

© Technical cooperation (TC) grants
Policy dialogue
Reform dialogue
Capacity building to implementing agency of reform
Advocacy work [working groups/conferences/workshops)
Insiitution & capacity building
Advisory
Systems design and set-up
Trainings,” seminars/ conferences, warkshops

Other type [external bodies]

Research & analysis
Feasibility study/ies
Other studies [mapping reports, sector studies, master plans, comparative studies, other]

Other type [Bank]

Small Business Support (SBS)

(1) Transactional TC- grants they include pre-and/or post-signing activities which directly support & related investment operation. The intention of transactional TCs is to

Procurement support strengthen the design (including feasibility assessment) of an investment operation and/or support its implementation, thereby bolstering the investment’s transition impact.
Other type [holistic support of consultants in project (2) Non-ransactional TC grants: they include activities which do not directly support an investment, or do se only indirectly by enhancing the wider environment for transitien.
mansgement; supervision] Typically, such TC projects would target activities in the sphere of policy dialogue, legal and regulatory reforms, research and capacity building. 5B projects fall under non-

transactional TCs

Source: Designed by EvD.
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Step 1: The mapping exercise began with the DCF 007 datasetavailable atData Warehouse and selection
of a sample of 560 assignments funded under the SSF 2019-20 WP. Coverage of earlier WPs was not
possible due to the ime-consuming nature ofthe exercise and the limited resources ofthe evaluation team.

Step 2: The evaluation team designed a diagramoutlining a detailed typology of SSF-funded assignments
(see Figure A6) to setup a consistent framework allowing more granular categorisation ofeach assignment
(primarily its type) based on individual description of each assignment available in the TCRS (occasionaly

checked against DTM as well). Before the actual mapping exercise began, the diagramwas discussed wih
and validated by the DCF team.

Step 3: Undertaking the pilot of the approach (including the fit of specific labels in the diagram) based on
the subset of 60 assignments, and subsequentrefinement

Step 4: Main mapping stage of 500 assignments.

Due fo patchy and often inconsistent descriptions of the individual assignmentsin the TCRS, the evaluation
team had to apply some rules and considerable judgement, in particular while interpreting and labelling the
typology ofa given assignment. For instance:

=  Transactional vs non-transactional TC — EvD took the pool of non-transactional TC from WP 2019-20
and made a further determination whether these were wholly non-transactional, contributing to a wider
investment climate or transiton objective, mis-tagged as such, or whether they had a clear pathway ©
(in some case already defined) investment (pre-ransactional). When this deeper nuance was given,
almost a fith of non-transactional TC were given further tags.

Box A6: Issues with taxonomy of transactional and non-transactional TC

Non-transactional TCs are defined as TC aclivites that do not directly supportan investment (by being
approved as part of the investment package and transition objectives) or do so only indirectly by
enhancing the wider environmentfor fransition. Typically, such TCs would targetactvities in the sphere
of policy dialogue, legal and regulatory reforms, research and capacity building.

Previous studies — including notably the Policy EngagementStudy on SEMED - have partially addressed
issues with this broad nomenclature. The bluntdelineation between non-transaction and transactional is
an administrative tagging but, as aresult, leaves much of the story untold. Many types of TCs funded as
non-fransactional TCs are related to investment, either existing or potential, and could be better tagged
and tracked as such fo help the Bank optimise its priorities in any of the economies where it operates.

= Projectpreparation vsimplementation stage —while TCRS categorises each assignmentby the stage
atwhich it supports a project (preparation vs implementation), EvD found some examples ofincorrect
or ambiguous categorisation.

= Policy dialogue — an assignment was categorised as policy dialogue if it met the EBRD’s working
definifon of policy engagement as last defined by the enhanced Approach 2015 SGS15-220 (and
reviewed both in 2017 and during the evaluation of policy workin SEMED).

The paper defined policy reformdialogue (policy engagement) as follows: Within its mandate and leveraging
its knowledge, investmentexperience and local presence, the Bank speaks with the authorities in the EBRD
regions and promotes a dialogue between the public and private sectors to help identify policy and
institutonal challenges to transiion to open market economies and private sector-led sustainable and

inclusive growth. To do so, the EBRD helps induce or reignite reforms and supports the formulation of new
or amended policies, legislatve and regulatory frameworks and their implementation.

Special Study : Evaluation of the Shareholder Special Fund (2016-20) 60

OFFICIAL USE



OFFICIAL USE

= Instituion and capacity building — an assignment was categorised as institution and capacity building

if it consisted of capacity-building technical assistance to insfituional counterparts thatis notin support
of the implementation of particular policy reforms supported by the Bank.

Sixty assignments were excluded fromthe final sample used for the reporting (Figure 10) due to their distinct
characteristics that did notfit into the mapping typology or insufficient information available in the TCRS tat
would allow their categorisation.

Annex 6.2: Limitations

- Descriptions ofthe SSF-funded assignmentsin the TCRS provided by OLs73 were attimes inconsistent

and/or incomplete. This may have affected the accuracy of the mapping, especially for typology of
assignments.

- Some assignments involved more than one type ofactivity, which hinders a very precise estimation of
the share of each activity in the total funding allocated to such assignment.

73 Orother staff delegated to do the reporting.
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Annex 7: SSF support to CRS

This Annex contains the list of operations supported with the capex grants funded from SSF CRS (Annex
7.1), EvD assessmentof the key reasons behind the low disbursementrate under Pillar | CRS (Annex 7.2)
and underlying rationale and key outputs/outcomes/impacts from CRS projects under Pillar | thathave been
already completed (Annex 7.3).

Special Study : Evaluation of the Shareholder Special Fund (2016-20) 62

OFFICIAL USE



OFFICIAL USE

Annex7.1: Operations supported with the capex grants funded from SSF CRS

# | Project Type [client] Country | WP Approval | Signing | Total project | Grant SSF SSF Project status
name date date amount intensity* | amount disbursement
rate [data as of
December2021]
1 | West Irbid Constructon of asewage | Jordan | 2016+ | 31/10/2017 | 20/12/2017 | €53,200,000 52% €5,900,000 | 0% Not started
Wastewater | collection network and lit 2017
statons [Water Authorities
in Jordan]
2 | Ain Ghazal | Consfructionof anew 30.4 | Jordan | 2016 22/11/2016 | 28/12/2016 | €51,100,000 53% €4,635,853 | 0% Early implementation
Wastewater | km wastewater conveyor stage
Project from Ain Ghazal
TreatmentPlantto As-
Samra [GAM]
3 | Gaziantep Construction of a solar Tarkiye | 2018 30/11/2021 | 15/12/2021 | €17,000,000 40% €7,000,000 | 0% Not started
Solar photovoltaic plant for
Project Gaziantep city own
consumption [Gaziantep
city]
4 | GAM Solid Design and construction of | Jordan | 2017 28/09/2018 | 29/11/2018 | €7,600,000 50% €3,700,000 | 84% Completed
Waste Crisis | an extension o the
Response - | existing biogas system at
LFG Al Ghabawilandfil [GAM]
Expansion
5 | GAM Remediation and Jordan | 2017 12/11/2019 | 19/12/2019 | €16,400,000 62% €10,100,000 | 0% Early implementation
Lagoon prevention ofa stage
Remediation | contaminated lagoon in
Project densely populated area
east of Amman [GAM]
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6 | GAM Solid Purchase of new fleet of Jordan | 2017 15/12/2017 | 09/05/2018 | €27,200,000 46% €6,100,000 | 73% Completed
Waste Crisis | 75refuse collection
Response | vehiclesand other
T2- equipment fo use atAl
Equipment | Ghabawiand Amman solid
waste collection systems
[GAM]
7 | GAM Solid Purchasing 25 sweepers | Jordan | 2018 08/11/2019 | 19/12/2019 | €6,200,000 48% €3,000,000 | 58% Completed
Waste Crisis | for use at GAM's solid
Response - | waste management
Sweepers | operations [GAM]
8 | Amman Bus | Financing the purchase of | Jordan | 2018 15/12/2020 | 31/12/2020 | €21,100,000 38% €8,000,000 | 0% Early implementation
Project 150 buses (of which 17 stage
are electric) for the city of
Amman [GAM]
9 | MersinCNG | Financing the purchase of | Tiirkiye | 2018 09/11/2021 | 09/12/2021 | €22,000,000 32% €7,000,000 | 0% Late implementation
Bus Project | 100 CNG buses for the stage
city of Mersin [Mersin city]
10 [ GAM Solid | Financing the upgradeof | Jordan | 2018 08/11/2019 | 19/12/2019 | €6,700,000 47% €3,120,000 | 0% Not started
Waste Crisis | the Al Shaer Waste
Response - | Transfer Station [GAM]
Al Shaer
Waste
Transfer
Station
11| Gaziantep Purchase of CNG buses Turkiye | 2016 20/07/2016 | 01/11/2016 | €11,795,348 42% €5,000,000 [ 100% Completed
CNGBuses | for Gaziantep city
[Gaziantep city]
12 | Hatay Water | Rehabilitation of water Tirkiye | 2017 26/04/2018 | 20/06/2018 | €15,500,000 20% €850,000 73.46% Late implementation
collection networkin stage
Samanda [Hatay city]
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Annex 7.2 EvD assessment of the key reasons behind the lowdisbursement rate of CRS Pillar|

Factor1: Client capacity

The team in the Resident Ofice in Amman identfied client capacity as the top challenge in implementing CRS-supported investmentoperations. The Greater Amman Municipality carried out seven
of eight projects in Jordan and needed considerable supportto prepare and implementthese projects. GAM, which was itself undergoing a major overhaulin 2017-18, also faced additional pressure
due to the rapid increase in local population and related demand for its services. Insufficient technical expertise and lengthy processes, including multiple layers of approvals required by the local
authorities, further delayed some projects.

Factor 2: Technicalcomplexity of projects

Some of the investment operations supported with capex grants funded under CRS were relatively complex and technically challenging projects. More demanding and lengthier due diligence,
elaborate procurementprocesses and complicated engineering works increased the risk of delays at the outset.

EvD found that many projects relied heavily on the supportof TCs, such as consultants” supporton due diligence and feasibility studies and projectimplementation units. This was generally a sound
approach, although in afew cases, a substantial number of TCs, including some not related to projectimplementation per se, were overwhelming for the client (GAM) given its suboptimal capacity.
Factor 3: Capacity ofthe local teamin Amman Resident Office

Interviews with local donor community representatives in Jordan suggested thatthe capacity of the team in the Amman RO has been stretched, potentially adding to delays. While some local donors
praised the team's technical expertise and knowledge ofthe local context, the increase in the number of projects managed by the local ttam was not accompanied by an increase in stafing level.
Factor4: External factors affecting projects’ preparationand implementation

Frequentelectoral cycles that led to changes among key decision-makers at GAM and central authorities, along with the Covid-19 pandemic, further amplified the issues of client capacity.

Special Study: Evaluation of the Shareholder Special Fund (2016-20) 65

OFFICIAL USE



OFFICIAL USE

Annex7.3: Pillar| - completed projects —underlying rationale and materialised results/outcomes/impacts

GAM Solid Waste Crisis Response — Land Field Gas Expansion at Al Ghabawi

Country: Jordan
Client: GAM

Scope: Design and build an extension o the biogas system at Al Ghabawi landfill.

Underlying issues addressed by the project Amman saw an increase of around 80 per centin solid waste generation between 2012 and 2018, in line with a population that doubled between 2004
and 2015. The capacities of the Al Ghabawilandfil, the only operational ransfer station in Amman at Al Shaler, were overstretched to the extent that absence of safeguarding works and an increase
in capacity risked an environmental disaster.

Examples of results/outcomes/impacts materialised:
- The upgraded Al Ghabawi site has served the population of 5.5 million people, including a half-million Syrian refugees.
- The upgraded site became compliant with the EU Landfill Directive, first of a kind projectin Jordan, with potential demonstration effects.
- The projecthas reduced various environmental, health and safely risks associated with adverse air emissions, unpleasantodours, potential landfil fires and explosions due to uncappe d cells.
- Three new powergeneratorsinstalled as part of the project, generating about26,000 MWh of additonal energy a year fromrenewable sources, equal the annual energy consumption of
around 15,000 people in Jordan.™
Reduction in greenhouse gas emissions by more than 270,000 tonnes of carbon dioxide equivalentannually.

GAM Solid Waste Crisis Response — Sweepers

Country: Jordan
Client: GAM

Scope: Purchasing 0f25 sweeper vehicles for use in Greater Amman Region.
Underlying issues addressed by the project Rapid raise in solid waste production in Amman put further pressure on GAM's infrastructure, including cleaning of roads an d public areas.

Examples of results/outcomes/impacts maferialised:

- The 25 new sweepersincreased GAM's coveragearea from 30 per centto 80 per centof Amman’s 22 residental districts, also ramping up the quality and eficiency of cleaning services.

- It allowed some cleaning workers to be shified to areas that were insufficiently covered, including three refugee camps.

- Increase health and safety of GAM’'s manual labourers. Sweepers have been deployed in high-risk areas (such as highways) with high accidents rates, including three to four deaths annualy
before the investment

74 As per Enerdata, annual per capita consumption in Jordan in 2019 was 1,780 kWh. Available at: https://ww w enerdata.net/estore/energy -market/jordan/
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GAM Solid Waste Crisis Response T2 - Equipment

Country: Jordan
Client: GAM
Scope: Purchase of 75 new refuse collection vehicles for use in Greater Amman Region.

Underlying issues addressed by the project Due to the rapid population increase, waste production was increasing an average of5 per cent per annumbetween 2016 and 2018 while 44 per centof
the waste collection fleet used in Amman was 10 years or older (with an estimated lifetime of 15 years per fruck).

Examples of results/outcomes/impacts materialised:

- T5new vehiclesincreased the size of the waste collection fleet in Amman by 52 per cent

- The additional capacity of 75 new vehicles corresponded to an increase in coverage of waste collection by about900,000 inhabitants, nearly a quarter of Amman’s population, as of 2015.
- New vehicles, compared to the old fleet, allowed significant efiiciency gains in waste collection.

- Lessillegal dumping, inappropriate disposal and burning of solid waste. This has helped ease tensions between the host communities and refugees.

Gaziantep CNG Buses

Country: Turkiye
Client: Gaziantep City

Scope: Purchase of56 CNG Busses for Gaziantep City.

Underlying issues addressed by the project

- Gaziantep, located near the Syrian border, was often the first point of setiement for many Syrian refugees. Mostrefugees setiled in the central districts of the city rather than the camps.
- Gaziantep had and still has the second-largestSyrian refugee population (official figures indicate 464,000 currently) after Istanbul, which created capacity problemsin public services.

- Anineficient ransportsystem combined with outdated public transportinfrastructure and private operators (mini-bus companies) amplified trafic intensity and pollution.

Examples of results/outcomes/impacts materialised:

56 new buses increased the local bus fleet by 170 to 226 (a 33 per centincrease in fleet size).
- Alocal population of more than 2.6 million, including 464,000 Syrian refugees, benefits from improved municipal bus services in the City of Gaziantep.
- Modern CNGbuses replaced diesel buses, increasing operational eficiency and reducing carbon dioxide emissions (improved air quality)

Special Study : Evaluation of the Shareholder Special Fund (2016-20) 67

OFFICIAL USE




OFFICIAL USE

Annex7.4: Results - sustainability

GAM in Jordan is the most prominentand illustrative example of challenges associated with the task. Investments in the solid waste and water sectors supported by SSF capex grants were
accompanied by many ambitious TCs?5 covenanted in the loan agreements. These envisaged, among others, major corporate govemance reforms including institutional overhaul and creaion
of a single solid waste management departmentat GAM, solid waste tariff reformin Amman with a reduction of municipal subsidies and revenue/cost ratio reaching 1.0x, a shiftto higher
quality financial managementand reporting (including compliance with International Public Sector Accounting Standards), creation ofa 10-year debtmanagementstrategy by GAM, pursuitof
the credit rating by Amman City (the city intended to into the bond marketin the midterm), and ulimately a privatisation ofits solid waste management department. All of this was in the context
of a highly turbulent environmentand the relafively low capacity of GAM, which was already juggling some large-scale and complex infrastructural investments with a plethora of competing
demands.

In hindsight, most of these conditions specified in TIMS turned outto be too much for GAM to absorb. Two-thirds of Transition Impact Monitoring System indicators (9 out of 14) had notbeen
achieved as of mid-2022, and 6 had to be cancelled and replaced by more realistic ones. In addiion, some TCs caused fricion with the client as well as within the Bank (banking team and
EPG). Generally, EvD found that the selection of TCswould have benefited from a more realistic and economic approach. Alower number of more prioriised and betier sequenced TCs that
avoided highly sensitive reforms such as tariff overhauls that, even in normal imes, require considerable poliical capital and cross-governmental ownership, would have reduced the burden
on both the client and some EBRD teams. Ulimately, this would have reduced delays inimplementation of investments.

75 The EPG team strongly supported the addition of some.

Special Study: Evaluation of the Shareholder Special Fund (2016-20) 68

OFFICIAL USE



OFFICIAL USE

Annex 8: Observations on shortcomings of sector-based SSF
reporting

The following are examples of qualitative and presentational shoricomings of the new sector level reporting
system:

=  Thereportis416 pages long and heavily narrative. Some unnecessary information isincluded, such
as lists of approvedprojects (which are accessible elsewhere and, if removed, could free up many
pages of the report). A summary of the reportin a concise and digestble format would be highly
beneficial for a busy reader and enhance learning.’6

= The report structure does not allow eflecive integraton of the SSF with the Bank's results
framework. Spliing it up by sector implies that one cannotsee other aggregated views ofthe SSF,
for instance, by policy advice or country.””

- The sectoral split may make it dificult to see the fransition quality link, and differs from other
Bankreports, such as CSDR. This stems from the fundamental issue outiined in Section 3.1.1
regarding the basis on which the SSF is planned — TQ or country level.

- Attimes, analysis ofthe SSF alignmentwith SCF is insufiicient The SCF is mentioned only
six imes in the body of the report, even though the document states from the outset that the
tracking of the WP against SCF is done on a quarterly basis. There is no mention of country
strategies, CSDR or indeed importance of the SSF to engagement in the sector or the
region/country and its country priorities. More generally, the lack of alignment with SCF resulis
tracking was also broughtup in the discussion at BAAC.

= Information across sectors is presented inconsistenty at tmes. For example, ESD is the only
department o look at SSF allocation by SCF theme.

= Reporting of results is generally limited to selected outputs and, sometimes, outcomes. Impacts are
covered sparsely. Theaddition ofa disbursementstatus subsection for all sectors is well warranted,
though the information it currently contains is scant and explains the underperformance with only
brief and generic content.

= Although 2022 s the first year that fully fledged sector level reporting is available, it is important to
stress that the value of future reports will depend on readers’ ability to frack changes across time
and WPs. This means reporting on absolute values should be complemented by some trends
analyses and done consistently.

= Board survey responses indicate that Directors struggle to understand how much the SSF
confributes to the SCF’s various objeciives, and the feeling is that this is due to the lack of distinct
reporting.

76 When asked in the survey to w hatextentDirectors agree/disagree with the following statement “The new sty le of
reports based on sectors provide appropriate learning and actions to improve SSF allocation and implementation”, 18
per cent of respondents (N=20) agreed and the same share disagreed, w hile 41 per cent did not know /had no opinion
and 24 per cent were neutral.

7 When asked though the Board survey to whatextent Directors agree/disagree with the follow ing statement. “Ican
easily find information on SSF results in the Bank’s countries of operations of my interest’, 80 per cent of respondents
(N=20) were either neutral or disagreed.
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