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Introduction and overview of the consultation process 

At the 2021 Annual Meeting, the EBRD’s Board of Governors committed to aligning all of the Bank’s 

activities with the Paris Agreement by the end of 2022. Paris alignment is an integral part of the Bank’s 

work to support the climate action of the economies in which it operates. 

The Paris alignment of the EBRD’s financial flows is anchored in Article 2.1(c) of the Paris Agreement, 

which commits signatories to making “finance flows consistent with a pathway towards low greenhouse 

gas emissions and climate-resilient development”. 

Between 16 December 2021 and 4 February 2022, the EBRD published its Methodology to determine the 

Paris Agreement alignment of indirectly financed EBRD investments for public consultation, inviting written 

comments to a dedicated email address (ParisAgreement@ebrd.com). The methodology sets out the EBRD’s 

approach to determining the Paris alignment of its indirectly financed investments. Specifically, it refers to 

EBRD finance extended to financial intermediaries that finance a set of sub-transactions to end beneficiaries 

(through sub-projects or sub-investments). The methodology will be used to determine whether such projects 

financed by the Bank are “aligned” or “non-aligned” with the goals of the Paris Agreement.  

While a public consultation on the methodology was not a formal requirement under the Bank’s Access to 

Information Directive, the EBRD welcomes the feedback and expertise of partners and stakeholders on its 

methodological considerations. It chose to hold the consultation in a manner consistent with the Directive, 

therefore, with the public invited to provide comments to the Bank over a period of 45 calendar days 

(extended to 51 calendar days in this case). 

The EBRD notified stakeholders of the consultation through a wide variety of communication channels. It 

shared the methodology and details of the consultation directly with stakeholders, including the EBRD’s 

partner financial intermediaries (PFIs), national and international civil-society organisations (CSOs), private-

sector representatives, business associations and government institutions, consultants, and bilateral and 

multilateral development institutions. Stakeholders were invited to provide comments and engage with the 

methodology through targeted email notifications detailing the consultation process and related activities. 

The consultation was also widely advertised on EBRD social-media accounts during the consultation period.  

In total, the EBRD received nine written feedback submissions (in some cases provided by multiple 

organisations). These organisations are based in different regions and represent different fields of 

expertise.  

In addition to soliciting written comments, the EBRD hosted three webinars: one open to the public on  

17 January 2022 (with more than 250 participants); one open to the Bank’s PFIs on 24 January 2022 

(with more than 200 participants from different EBRD regions and economies); and a smaller roundtable 

with a group of CSOs (with eight organisations represented). These webinars, led by EBRD management 

and featuring relevant staff, aimed to explain the Bank’s approach and offer various stakeholders the 

opportunity to ask questions. 

The Bank’s approach to indirect finance complements its Paris alignment methodology for directly financed 

investments, which underwent public consultation between 1 June and 16 July 2021. An overview of the 

public consultation responses received was published in October 2021.1 

In 2022, the Bank will publish a consolidated Paris alignment approach covering all financing types used 

by the Bank. This consolidated publication will be based on the direct and indirect financing methodologies 

for Paris alignment that underwent public consultation. 

The Bank is appreciative of the time and effort of the many stakeholders that engaged in the consultation 

process and thanks all contributors for their comments. 

                                                             
1 EBRD (2021), Overview of the public consultation responses received on EBRD Guidance Note: “Methodology to determine the Paris 
Agreement alignment of directly financed EBRD investments”, London. 
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Overview of the consultation responses 

The EBRD has undertaken a thorough review of all comments and feedback and provides summary 

responses below. The feedback will be taken into consideration as the EBRD prepares its revision of the 

methodology.   

The EBRD’s approach to determining the alignment of its direct and indirect investments with the Paris 

Agreement is grounded in the joint multilateral development bank (MDB) alignment framework. Building on 

the MDB framework, the EBRD’s methodology allows for the determination of the Paris Agreement 

alignment of indirectly financed investments. 

The feedback and questions received during the consultation period are comprehensive, covering all 

aspects of the methodology. As many of the stakeholders’ observations and recommendations were 

similar, the Bank has grouped comments into three themes: 

1. the overall methodological framework for assessing alignment  

2. the consultation process, transparency and disclosure 

3. feedback on individual aspects of the methodology. 

In accordance with standard EBRD practice, for confidentiality reasons, the Bank does not attribute 

specific comments to specific organisations or individuals. However, the names of the organisations that 

participated in the consultation are listed in the Annex. 

 

1. Overall methodological framework for assessing alignment  

Overall, stakeholders welcomed the EBRD’s methodology. Respondents acknowledged that the EBRD is 

among the first MDBs to prepare a detailed approach for the Paris alignment of its indirectly financed 

investments. They commended the fact that the methodology incorporated a focus on the EBRD’s 

counterparties in addition to considerations of the Paris alignment of the EBRD’s own use of proceeds. 

There was also recognition of the potential for the framework presented to set standards for other 

institutions and to have a transformative impact on the financial sector in the economies where the EBRD 

operates.   

None of the feedback suggested that the four-pillar methodological framework, which builds on the MDB 

alignment framework, was not fit for purpose. Rather, the comments received focused largely on 

clarifications and requests for further specification or suggested additions for enhancement.   

Written respondents expressed reservations about the scope and implementation timeline of the proposed 

approach for three reasons. First, the methodology applies to new EBRD transactions, but respondents felt 

it should also apply to the existing stock of EBRD investments in the sector (reference was made to the 

International Finance Corporation’s (IFC) “greening of equity” approach as a guide). Second, because the 

methodology allows EBRD financing to support clients whose overall institutional practices on climate are 

in the early stages, respondents felt that the EBRD should not determine these transactions to be Paris 

aligned. Third, rather than implementing counterparty engagement through a phased approach over time 

(as captured in Figure 1 of the document), respondents suggested that this engagement should be 

accelerated, with some suggesting that it should be introduced immediately for all transactions. 

Multiple comments and requests for clarification concerned the phasing of counterparty engagement 

(captured in pillars 3 and 4 of the methodology) and its relationship with the sub-transaction filter (pillar 2). 

Some comments incorrectly interpreted the proposed approach to and timing of the phasing. For example, 

one respondent interpreted pillar 2 as a mutually exclusive alternative to pillars 3 and 4, while another 

understood pillar 2 to apply solely to debt rather than all transactions.  

Multiple written submissions requested that the EBRD define Paris alignment – in general and in relation 

to its requirements for its PFIs – as an overall ambition of limiting the global temperature increase to 

1.5°C above pre-industrial levels. One written submission suggested that the EBRD cease to use the term 

“low carbon” in favour of “zero carbon” or “carbon neutral”.  
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EBRD response: The EBRD is committed to aligning all of its activities with the goals of the Paris 

Agreement by the end of 2022. The scope of this commitment is guided by the articles set out in the Paris 

Agreement, including the definition of the Paris temperature target of “holding the increase in the global 

average temperature to well below 2°C above pre-industrial levels and pursuing efforts to limit the 

temperature increase to 1.5°C above pre-industrial levels”. The EBRD in operationalising its Paris 

alignment commitment is guided by the limiting of the temperature increase to 1.5°C. 

In determining a Paris alignment approach for indirect finance, the Bank will consider both its own use of 

proceeds and the broader financing activities of its PFIs. All EBRD indirectly financed investments will be 

subject to project-specific requirements (as set out in pillars 1 and 2 of the methodology). In addition to 

these requirements, counterparty engagement (through pillars 3 and 4) will be phased in over time. The 

approach set out as part of pillar 2 ensures safeguards around EBRD financing, even when engaging with 

counterparties whose institutional practices related to climate change are not yet at “advanced practice”. 

Communication of the links between the pillars of the methodology will be refined in subsequent revisions 

of the methodology.  

The methodology permits engagement with PFIs that are themselves not yet fully Paris aligned, so that the 

Bank is able to use its engagement to catalyse the change required in the financial systems of the 

economies where it operates. This is a fundamental feature of the joint MDB approach to Paris alignment, 

which centres on ambition and achieving change, not just avoiding harm. This phasing will also facilitate 

enhanced understanding of how the EBRD can best support its clients after initial engagement with a 

smaller number of PFIs. As set out in the methodology, there is a requirement for PFI engagement in some 

transaction types from the outset (for example, equity), which will reduce the risk of financing non-aligned 

PFI sub-transactions.  

The EBRD will not apply its methodology to past transactions because of the historical nature of 

contractual arrangements and related decision-making processes. The Bank’s Paris alignment goal 

reflects an ambition to transform economies by primarily shaping future investment decisions. However, 

the Bank expects a large number of future transactions to be with existing PFIs and that, over time, a 

significant share of those clients with existing EBRD exposures will be subject to pillars 3 and 4 of the 

methodology. The EBRD will also set out an approach to existing equity clients in subsequent revisions of 

the methodology.  

 

2. Consultation process, transparency and disclosure 

Stakeholders appreciated the EBRD holding a public consultation on its proposed methodology and 

expressed a desire for continued dialogue on the topic. They also valued the fact that the Bank would 

review its proposed approach annually, with one written respondent suggesting that a deeper review be 

conducted after three years.  

Multiple stakeholders underscored the importance of the transparency of different aspects of the approach, 

to ensure the credibility of implementation. For example, respondents requested transparency on the 

commitments made under pillar 1; the details of underlying sub-project investments by financial 

intermediaries; the criteria and outcomes of the counterparty assessment in pillar 3; the details of the Paris 

transition plans developed under pillar 4, including any timelines or milestones agreed with PFIs; and the 

outcome of EBRD reviews of transition plans. 

One respondent also requested that, while the implementation of pillars 3 and 4 were being phased in over 

time, the projects subject to those steps be made clear in publicly available project summary documents.  

Two written submissions also requested clarity on who would be undertaking the independent verification 

of Paris alignment determination set out in paragraph 1.15, while another respondent questioned whether 

elements of the approach should rely on third-party evaluation.  

EBRD response: The Paris alignment methodology will be applied to transactions with PFIs in addition to 

other Bank policies and requirements. These other policies and requirements involve considerations of 

sound banking, transition impact, the additional nature of EBRD financing and broader issues relevant to 
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environmental and social sustainability (as set out in the Bank’s Environmental and Social Policy (ESP)). 

These policies and requirements already include provisions in relation to transparency and the disclosure 

of information.   

In line with advanced practice and emerging regulatory expectations in relation to climate change, the 

EBRD expects its PFIs to work towards the public disclosure of climate-related financial information. The 

EBRD’s role is that of enabler, supporting its PFIs in developing high-quality climate change-related 

institutional practices and encouraging disclosure rather than requiring this from the outset. In some 

cases, the corporate and governance decisions associated with Paris alignment could have commercial 

and financial implications, so public disclosure of all associated information may not be possible or 

practical.  

Similar practical and commercial constraints apply to the disclosure of individual transactions financed by 

the PFI. The Bank will not release information on the underlying sub-project investments linked to its 

financing. This is in line with the Bank’s broader policies on disclosure. The Bank relies on a “delegation 

principle”, whereby the PFI is responsible for delivering finance in line with EBRD policies and, as part of 

ESP requirements, is responsible for implementing environmental management systems, processes and 

procedures for the assessment and monitoring of individual sub-transactions. The EBRD will, however, 

monitor the implementation of all of its transactions in line with its methodology and provide aggregate 

reporting as part of the implementation of building block 5 of the MDB Paris alignment framework. 

With the above noted, the EBRD will endeavour to disclose information where possible. For example, 

based on the feedback received, the EBRD will indicate which transactions have Paris alignment 

determined on the basis of the implementation of pillars 1 and 2, or where the broader counterparty 

considerations are included (as part of pillars 3 and 4).  

Requests for further details on other aspects of the methodology are noted and more detail will be 

included in subsequent revisions of the methodology. 

 

3. Feedback on individual aspects of the methodology 

The EBRD’s approach to determining the Paris alignment of indirectly financed projects comprises four 

pillars. Comprehensive feedback was received on all four pillars, as set out below. 

 

Pillar 1: Counterparty commitment 

The proposal of counterparty commitment to the goals of the Paris Agreement was generally understood by 

respondents to be an important aspect of the proposed approach. However, multiple written submissions 

requested that the nature of such commitments be made public. Furthermore, there were requests that 

the commitment include more specific aspects of other constituent parts of the methodology (for example, 

fossil-fuel exclusions or dates and targets for transition plans). 

Two written comments suggested that the EBRD look to apply the methodology to the parent companies of 

financial intermediary subsidiaries to achieve greater impact. One written comment expressed a 

reservation that in applying the methodology to a subsidiary of a larger parent, an incentive may be created 

for parent companies to set up green subsidiaries for EBRD financing, leaving the overall activities of the 

parent unchanged.  

EBRD response: Noting feedback received, the EBRD will refine how pillar 1 is implemented in subsequent 

revisions of the methodology. The requests for greater disclosure were noted, but the aforementioned 

constraints on this also apply.  

Per standard practice for EBRD projects, the focus will generally be at counterparty level. This is to ensure 

consistency with other elements of EBRD due diligence and the nature of contractual agreements 

between the EBRD and its PFIs. Where applicable, group policies and targets will be taken into account. 
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Pillar 2: Sub-transaction filter 

There were many comments from both the webinars and the written submissions, requesting clarification on 

the application of this pillar to different financial instruments (such as equity, earmarked or non-earmarked 

credit lines). One written submission suggested that the Bank should assume non-alignment where there 

was any risk of financing a non-aligned project.  

The majority of comments related to this pillar focused on the application of fossil-fuel exclusions to EBRD 

investments linked to considerations of consistency with Paris mitigation goals. There was feedback on expanding 

the list of fossil-fuel exclusions the Bank would apply beyond those set out in the methodology. These suggestions 

ranged from all fossil-fuel projects (and associated infrastructure and technical assistance) to specific suggestions 

on coal, oil, gas, fishing and aquaculture, and non-ruminant livestock. There were also requests for clarity on how 

value chains were being considered in the overall approach, how fossil-fuel restrictions applied to the general 

lending activities of a PFI, and some aspects of the Bank’s Paris alignment methodology for direct finance.  

Linked to the alignment with Paris adaptation goals, because of its central importance to the methodology, 

there was a request that the Bank make explicit its approach to assessing the physical climate risks of PFI 

operations. One written comment stressed the importance of monitoring PFI portfolios on an ongoing basis 

for physical climate risks and identifying projects that were not only resilient to the impacts of climate 

change, but also built resilience.  

EBRD response: All EBRD intermediated financing, regardless of financial instrument, is subject to 

relevant Bank fossil fuel financing policies, as set out in the methodology. The fossil-fuel financing policies 

remove the types of PFI sub-transaction with the highest risk of non-alignment with the mitigation goals of 

the Paris Agreement.2  

Specific actions associated with the Paris alignment of a PFI’s broader lending portfolio will be captured 

through the implementation of pillars 3 and 4 of the methodology. Over time, this is expected to result in a 

reduction in investment in sectors that carry a risk of non-alignment throughout the PFI’s operations. 

Further detailed adaptation considerations will be included in subsequent revisions of the methodology. 

The EBRD actively promotes through its GEFFs the PFI financing of sub-transactions that support climate 

resilience outcomes.  

 

Pillar 3: Counterparty assessment to understand baseline practices 

There were requests that the EBRD publish the “corporate climate governance matrix” used to assess PFIs 

under pillar 3. This matrix details the criteria for how PFIs are categorised in three assessment categories 

(early stage, developing practice and advanced practice). Multiple written submissions highlighted the 

importance of defining advanced practices (including setting out subsequent links to pillars 2 and 4). One 

respondent recommended that the EBRD add a fourth category of “best practice”, which would allow PFIs 

to aspire to leadership.  

Stakeholders generally welcomed the use of the recommendations of the Task Force on Climate-Related 

Financial Disclosures (TCFD) as a basis for counterparty assessment and as a way of promoting objective 

standards among PFIs. However, two written respondents had reservations about relying on the TCFD 

disclosures as a basis for the assessment, particularly given the challenges of TCFD implementation in the 

financial sector. One of the respondents stressed the importance of looking beyond financial risk when 

being informed by TCFD recommendations and ensuring that the PFI’s activities on climate change be 

taken into account.  

                                                             
2 The EBRD’s 2019 ESP excludes (1) thermal coal mining or coal-fired electricity generation capacity, (2) upstream oil exploration and 
(3) upstream oil development projects, except in rare and exceptional circumstances where the proceeds of the project exclusively 
target the reduction of GHG emissions or flaring from existing producing fields.  In June 2021, the Bank clarified its approach to the 

financing of fossil fuels, aligned with the scope of its 2019-23 Energy Sector Strategy, and excluded all investment in upstream oil 
and gas. This is reflected in its financing agreements with PFIs.  
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There was also feedback on how PFIs should be assessed. One respondent noted that while the EBRD may 

be guided by leading market and regulatory practice, this should not prevent PFIs being measured by the 

climate action required to deliver on the aims of the Paris Agreement. Another respondent suggested that 

within the many factors used to determine a PFI’s baseline practices, the EBRD would benefit from 

identifying which were most relevant following practical application. Furthermore, one comment highlighted 

that the current proposed approach under pillar 3 (and, relatedly, pillar 4) would benefit from being clearer 

on how to assess the quality and overall ambition of actions undertaken, not just the extent to which PFIs 

had mainstreamed climate change considerations into their operations.  

EBRD response: Refinement of the approach to counterparty assessment is ongoing and updates will be 

provided in subsequent iterations of the methodology, including setting out the main aspects of the matrix 

used to assess PFIs.   

The definition of the matrix used to assess PFIs will draw on the recommendations of the TCFD, as set out 

in the methodology. However, the definition of the matrix goes beyond exclusively considering climate-

related financial risk. Reflecting ongoing initiatives and regulations relevant to the financial sector, the 

assessment of the Bank’s PFIs will draw on additional considerations that the EBRD deems to be 

substantive in determining Paris alignment and best practice (for example, insights relevant to the 

development of transition plans from the Glasgow Financial Alliance for Net Zero). 

 

Pillar 4: Paris transition plan 

Almost all written submissions requested further details on how pillar 4 would be implemented.  

Multiple written submissions highlighted the importance of transition plans setting credible, time-bound 

milestones against which implementation would be judged. The role of targets – be they qualitative or 

quantitative – was highlighted as vital, and two written respondents indicated that these targets should 

cover the short, medium and long term. Two written respondents also requested that the EBRD set a date 

for when it expected all of its counterparties to have implemented Paris-aligned corporate practices (in 

other words, to have achieved “advanced practice”) and the circumstances in which an exception for EBRD 

financing would be granted.   

The written submissions suggested various sources to guide the content of transition plans, including the 

International Energy Agency net-zero scenario analysis, United Nations Environment Programme Finance 

Initiative, the Coller FAIRR Protein Producer Index, the Science Based Targets initiative and the World 

Benchmarking Alliance.   

In terms of specific requirements for transition plans, multiple written respondents agreed with the 

proposed EBRD approach of taking a bespoke view. One respondent suggested that rather than a bespoke 

approach by institution, this could be linked to other factors (for example, by sector, region or asset class). 

Other written responses highlighted that a bespoke approach should not be an excuse for a lack of urgent 

action, particularly in jurisdictions where financial sector regulatory standards on climate were nascent. 

Furthermore, two written responses suggested that alongside bespoke requirements, minimum baseline 

requirements could be set regardless of context.  

Multiple respondents commented on the proposed process for managing the development and 

subsequent implementation of transition plans. One comment indicated that all transition plans should be 

completed within a year of project signing, while another stated that transition plan preparation should be 

a prerequisite to the legal agreement between the EBRD and the PFI. Multiple respondents commented 

that the EBRD should clarify the consequences for PFIs if they did not meet the requirements of transition 

plans and how the EBRD would manage this issue. One respondent requested further clarity on how the 

eventual PFI climate-related financial disclosure would be addressed.  

EBRD response: The EBRD recognises the vital role of the transition plan in ensuring the Paris alignment 

of its activities in this sector and the challenge involved in reconciling the ambition and urgency that the 

climate crisis requires with realism in ensuring that the transition plan is deliverable. The EBRD also 

recognises that this work is both complex and still in its early stages, both within the Bank and in the 
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financial sector more broadly. The EBRD stresses the importance of “learning by doing” and will reflect on 

its early implementation experience and refine its approach accordingly. 

More specifically, the EBRD agrees with the importance of having clear, time-bound milestones for the PFI, 

which will be detailed in its transition plan. As indicated in the methodology, the EBRD will pay particular 

attention to the “metrics and targets” and “strategy” thematic areas of the TCFD, working with PFIs to 

establish increasingly specific and time-bound institutional targets consistent with the goals of the Paris 

Agreement and have a clear route to implementing them. Refinement of the approach to PFI transition 

plans is ongoing and further details will be provided in subsequent updates of the methodology. 

How the EBRD will deal with non-compliance with milestones documented in transition plans is set out in 

paragraph 2.24 of the methodology. In general, if a PFI is not achieving agreed milestones (as set out in its 

transition plans) and does not demonstrate the commitment or willingness to address this, the Bank will 

take steps up to and including disengagement with the PFI.  
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Annex 1. List of organisations that contributed to public 

consultation meetings or submitted written comments 

The stakeholders listed are the organisations that contributed written submissions or made contributions 

to the consultation webinars held by the EBRD (for example, by asking a question).    

Organisation Geographic coverage 

1 Asian Development Bank Asia and Pacific 

2 Agence Française de Développement France 

3 African Development Bank Africa 

4 Alter Modus Montenegro 

5 Bank of Africa Morocco 

6 Bankwatch* Central and Eastern Europe 

7 Bank Information Center* United States of America 

8 BLOM Bank Lebanon 

9 Compassion in World Farming* Global 

10 Climate Analytics Global 

11 Climate Policy Initiative Global 

12 Crit Consulting and Engineering LLC* Turkey 

13 Crude Accountability* Caspian and Black Sea regions 

14 
E3G (Third Generation Environmentalism) * 

Belgium, Germany, United 
Kingdom, United States of America 

15 Erste Bank Serbia 

16 Farm Animal Investment Risk & Return (FAIRR) initiative* United Kingdom 

17 Germanwatch* Germany 

18 Global Sustain Global 

19 Her Majesty's Treasury UK 

20 Institute for Climate Economics* Global 

21 International Finance Corporation International 

22 Inter-American Development Bank** Latin America and the Caribbean 

23 Inecobank CJSC Armenia 

24 Isbank Turkey 

25 JSCMB Ipoteka bank Uzbekistan 

26 Instituto Maira* Brazil 

27 NewClimate Institute* Germany 

28 NLB Banka  South-eastern Europe 

29 Recourse* International 

30 Sinergia Animal* International 

31 The First Microfinance Bank Tajikistan 

32 World Animal Protection* International 

33 World Resources Institute* International 

*Organisation submitted a written consultation response. 

**Organisation submitted a written consultation response after the end of the consultation period, but this has been 

included. 
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