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ABBREVIATIONS / CURRENCY CONVERSIONS  

DSCR Debt Service Cover Ratio 

EBITDA Earnings before Interest, Taxes, Depreciation and Amortisation 

ECEPP EBRD Client e-Procurement Portal 

EIRR Economic Internal Rate of Return 

EPG Economics, Policy and Governance 

EU European Union 

EUR Euro 

ESAP Environmental and Social Action Plan 

ESIA Environmental and Social Impact Assessment 

FX Foreign Exchange 

GCAP Green City Action Plan 

GET Green Economy Transition 

GHG Greenhouse gas 

GrCF2 Green Cities Framework 2 

GRU Grant Review Unit 

IFRS International Financial Reporting Standards  

IMF International Monetary Fund  

LFG Landfill Gas 

LRF Livelihood Restoration Framework 

MSW Municipal Solid Waste 

MRF Material Recovery Facility 

NIP Neighbourhood Investment Platform 

OCCO Office of the Chief Compliance Officer  

PIU Project Implementation Unit 

PP&R Procurement Policies and Rules 

PR Performance Requirement 

PSC Public Service Contract 

RDF Refuse Derived Fuel 

SDG Sustainable Development Goal 

SEP Stakeholder Engagement Plan 

SKT Khmelnytskyi Communal Enterprise "SpetsKomunTrans" 

SPZ Sanitary Protection Zone 

SWM Solid Waste Management 

TA/TC Technical Assistance/Technical Cooperation 

TI Transition Impact 

UAH  Ukrainian Hryvnia 

UAS Ukrainian Accounting Standards 

VAT Value Added Tax 

 

CURRENCY CONVERSION 

(as of 1 July 2020) 
 

EUR 1 = UAH 29.87 



PUBLIC 

4 
PUBLIC 

PRESIDENT'S RECOMMENDATION 

 

This recommendation and the attached Report concerning an operation in favour of Khmelnytskyi 

Communal Enterprise “Spetskomuntrans" (the “Company”), a municipal utility company in the City 

of Khmelnytskyi (the “City”), Ukraine, are submitted for consideration by the Board of Directors. 

 

The facility will consist of a senior loan to the Company in an amount of up to EUR 28.5 million to 

be split into three tranches: one committed tranche of EUR 13 million and two uncommitted tranches 

of EUR 10.5 million and EUR 5 million. The tranches will finance the Company’s and the City’s 

urgent investment needs with respect to (i) rehabilitation of the existing landfill and construction of 

two new sanitary landfill cells with joint leachate treatment system; (ii) construction of new material 

recovery and composting facilities; and (iii) acquisition of new landfill equipment. The Project will be 

co-financed by a EUR 5 million investment grant from EU Neighbourhood Investment Platform 

(“EU NIP”). 

 

The Project is a trigger investment under the Green Cities Framework (“GrCF2”) for the City of 

Khmelnytskyi. As such, the Project serves as a catalyst for addressing environmental challenges at the 

City level through the preparation and subsequent implementation of a Green City Action Plan 

(“GCAP”). Given the need to improve waste management, the City of Khmelnytski has agreed to 

accept the GrCF2 conditionalities, requiring the City to implement the GCAP to prioritise and drive 

the City’s investments to support its green development. In this way, the Project contributes to 

achieving GrCF2 transition objectives through the Green and Well Governed transition qualities. It is 

100% GET eligible. 

 

The Project is also an integral part of the Khmelnytskyi region waste management plan funded by EU 

NIP, preparation of which has already commenced. Moreover, the Project will involve TC support for 

the Company, [REDACTED] to support Project implementation. The development of amendments to 

the tariff setting guidelines for landfilling and municipal solid waste processing will be funded by the 

EU NIP.   

 

I am satisfied that the operation is consistent with the Bank’s Strategy for Ukraine, the Municipal and 

Environmental Infrastructure Sector Strategy 2019-2024, the Bank’s Green Economy Transition 

Approach and with the Agreement Establishing the Bank. 

 

I recommend that the Board approve the proposed loan substantially on the terms of the attached 

Report. 

 

 

Jürgen Rigterink 

   Acting President  
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BOARD DECISION SHEET 

UKRAINE – GrCF2 W2 Khmelnytskyi solid waste project - DTM 50729 

Green Cities Framework 2 (“GrCF2”) – DTM 50674 

Transaction /   

Board 

Decision  

Board approval 2  is sought for a senior loan of up to EUR 28.5 million in favour of 

Khmelnytskyi Communal Enterprise "Spetskomuntrans" (the “Company” or "SKT"), a 

municipal utility company in the City of Khmelnytskyi. The loan will consist of three tranches: 

one committed tranche of EUR 13 million (“Tranche I”) and two uncommitted tranches of 

EUR 10.5 million and EUR 5 million (“Tranche II” and “Tranche III” respectively). It is 

proposed that the approval of commitment of Tranches II and III is delegated to Management. 

The Project will be co-financed by a EUR 5.0 million investment grant co-financing to be 

provided by EU Neighbourhood Investment Platform. The Project is a ‘trigger’ investment 

under the Green Cities Framework 2 and is 100% Green Economy Transition (“GET”) eligible.  

Client SKT is a municipal company wholly-owned by the City and the only utility company 

responsible for collection, treatment and disposal of Municipal Solid Waste (“MSW”) in the 

City of Khmelnytskyi and surrounding villages. SKT is also an operator of the existing landfill 

located at the territory of the City.  

Main 

Elements of 

the Proposal 

Transition impact  

The project falls under the GrCF and its transition qualities are aligned with the Framework. 

- Primary Quality - Green: The Project fully contributes to the transition objectives of the 

GrCF2 by focusing on Green as the primary transition quality through the preparation of a 

GCAP. This GrCF2 trigger project will introduce sustainable Solid Waste Management 

(“SWM”) practices in the City and the region [REDACTED] through construction of a 

sanitary landfill designed according to EU standards and integrated facilities to recover 

valuable recyclables, minimize landfilling and treat bio-waste. In addition, the Project will 

promote waste separation at source, reduce groundwater and soil contamination risks and 

significantly contribute to climate change mitigation by reducing Greenhouse Gas (“GHG”) 

emissions [REDACTED] versus the no project scenario. 

- Secondary Quality - Well governed: By (i) supporting the development of a Green City 

Action Plan (“GCAP”) for the city of Khmelnytskyi, (ii) gradually introducing cost-

recovery tariffs for all elements of SWM services, and (iii) preparing a Public Service 

Contract (“PSC”) between the Company and the City.  

Additionality 

- The additionality stems from the fact that there is a limited market for long-term municipal 

lending in Ukraine matching the economic life of the infrastructure assets. The Bank also 

brings the required SWM expertise as well as GCAP support to prioritise and drive the 

City’s investments.  

- The EBRD loan, transition impact and environmental (as reflected in the GET Approach) 

conditionalities go far beyond what commercial funding sources would require, including 

procurement procedures and clear link to the green economy. 

Sound banking  

The proposed loan structure is based on detailed financial analysis, consideration of all key 

risks and appropriate stress testing. The loan will be fully secured by a municipal guarantee 

mechanism, which has been crisis and time-tested in Ukraine. 

Key Risks The key risks identified are related to SKT’s capacity to implement the Project within time and 

budget, which will be mitigated by providing consultants to assist with project implementation 

and works supervision. The risk related to SKT’s ability to repay the loan will be mitigated 

through the full municipal guarantee, development of a PSC with equity contribution 

obligations from the City and gradual introduction of full cost-recovery tariffs.  

Strategic Fit 

Summary 
The Project is consistent with the Bank’s Strategy for Ukraine, Municipal and Environmental 

Infrastructure Sector Strategy 2019-2024, the Green Economy Transition (“GET”) and with 

the Agreement Establishing the Bank. 

                                                 
2 Article 27 of the AEB provides the basis for this decision. 
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ADDITIONAL SUMMARY TERMS FACTSHEET 

EBRD 

Transaction 
 A senior loan of up to EUR 28.5 million consisting of one committed tranches I of 

EUR 13.0 million and two uncommitted tranches II and III of EUR 10.5 million and EUR 5 

million respectively to Khmelnytskyi Communal Enterprise "Spetskomuntrans" (the 

“Company” or "SKT"), a municipal utility company in the City of Khmelnytskyi and a 

new client of the Bank, in order to implement a comprehensive solid waste management 

project for the City and adjacent villages (the “Project” or the “Facility”).  

 All the tranches of the Facility will be fully secured by a municipal guarantee of the City 

of Khmelnytskyi, which is the owner of SKT. 

 The Project is a ‘trigger’ or initial investment under the GrCF2, which will help the City of 

Khmelnytskyi identify key environmental issues through development and implementation 

of a city-specific GCAP. 

 Approval of the second and third tranches will be delegated to Management. 

Existing 

Exposure 
None  

Maturity / 

Exit / 

Repayment 

13 year tenor [REDACTED] 

AMI eligible 

financing 
A co-financing investment grant in the amount of EUR 5.0 million approved by the EU 

Neighbourhood Investment Platform (“EU NIP”). 

Use of 

Proceeds 
The proceeds will be used to fund capital investments in: 

 Tranche I – (i) rehabilitation of the existing landfill and construction of two new sanitary 

landfill cells according to EU standards; (ii) installation of a new leachate treatment system; 

(iii) purchase of a new compactor and a new bulldozer for the landfill; (iv) phase I of the 

construction of a new Material Recovery Facility (“MRF”) and a composting facility; and 

(v) Project Implementation Support. 

 Tranche II (uncommitted) – phase II of the construction of the new MRF. 

 Tranche III (uncommitted) - construction of additional refuse-derived fuel (“RDF”) 

module at the MRF along with expansion of the composting facility. 

Disbursements from the loan will be made only upon receipt of signed contracts and 

documentary evidence confirming the fulfilment of contractors’ obligations. 

The Project will be Khmelnytskyi’s first investment under EBRD Green Cities, and will support 

the City to identify and prioritise its most pressing environmental challenges through the 

accompanied development of a GCAP. 

Investment 

Plan 
[REDACTED] 

Financing 

Plan  
[REDACTED] 

Key Parties 

Involved 
 Khmelnytskyi Communal Enterprise "Spetskomuntrans" –  the Borrower: 

 City of Khmelnytskyi – the Guarantor; 

 EU NIP as co-financier 

Conditions to 

subscription / 

dis-

bursement  

Conditions to effectiveness of the Loan Agreement: 

 execution and effectiveness of the Guarantee, Indemnity and Project Support Agreement 

with the City; 

 execution and effectiveness of the Grant Agreement related to the EU NIP grant; 

[REDACTED] 

Conditions to subscription/disbursement: 

 Financing and Project agreements are in full force and valid; 

 Procurement contracts procured in the manner satisfactory to the Bank in line with the 

PP&R; and 
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 [REDACTED] 

Key 

Covenants  

 

Company covenants: 

 [REDACTED] Project Implementation Unit (“PIU”) established satisfactory to the Bank 

and the PIU Support Consultant contracted. 

City covenants: 

 [REDACTED] 

 Compliance with City undertakings under the PSC.  [REDACTED] 

Additional 

Conditions to 

Tranche II 

signing 

[REDACTED] 

Security /  

Guarantees 
Properly registered guarantee from the City of Khmelnytskyi 

Other 

material 

agreements  

[REDACTED] PSC between SKT and the City of Khmelnytskyi [REDACTED] 

Associated 

Donor 

Funded TC 

and co-

investment 

grants/conces

sional finance 

Pre-signing:  

 TC1: Environmental and Social Impact Assessment (“ESIA”) and Feasibility Study 

Review.  [REDACTED] Assignment completed. 

 TC2: Development of Regional Waste Management Plan and Stakeholder 

Participation Programme. The TC will result in the development of Khmelnytskyi 

Region Waste Management Plan, which is mandatory under the legislation of Ukraine and 

the assignment is a precondition for the EU NIP investment grant disbursements. 

[REDACTED] 

Post-signing: 

 TC3: Green City Action Plan. The TC will support the development and implementation 

of a GCAP for the City of Khmelnytskyi. [REDACTED] 

 TC4: Project Implementation Support. The TC will support SKT’s PIU by assisting with 

project implementation and procurement including works supervision. [REDACTED] 

 TC5: Tariff Policy. The TC will support the development of proposals on amendment of 

the tariff setting guidelines for landfilling and MSW processing on the basis of full cost 

recovery principles, and the corresponding capacity building at the city level.  

[REDACTED] 

Cost sharing: The City and SKT financed a comprehensive feasibility studies for the Project as 

a parallel contribution to the overall costs. TC4 will be co-financed from the loan proceeds. In 

addition, SKT will be responsible for paying all VAT and other indirect taxes that are applied 

to the post-signing TC assignments as a parallel cost sharing contribution to the Project (VAT 

is levied at 20% in Ukraine). Finally, SKT of the City will provide in-kind contributions in the 

form of office space, communication connections, etc. for the consultants to work, presumed to 

amount to 3% of the total TC budget. 

Co-Investment Grant: The Project will be co-financed by an investment grant in the amount of 

EUR 5 million approved by the EU NIP Board in November 2018. 

 
[REDACTED]  
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INVESTMENT PROPOSAL SUMMARY 

 

1. STRATEGIC FIT AND KEY ISSUES 

 

1.1 STRATEGIC CONTEXT 

 

The proposed Project will be Khmelnytskyi’s first project under GrCF2.  

Globally, cities account for around 70% of GHG emissions. Municipal solid waste management is 

another challenge in the EBRD regions, where much waste ends up in landfills that “are simply 

dumpsite areas where the municipal services (or contractors) pile up or simply deposit waste” 

(UNECE, 2010). Meanwhile, recycling of waste is negligible compared to the EU average of 47% and 

far short of the EU target of 50% of municipal solid waste being recycled by 2020. EU Recycling 

targets for municipal waste are expected to gradually move up from 50% in 2020 to 65% in 2035 

(European Commission, 2018). 

Ukraine produces up to 13 million tons of Municipal Solid Waste (“MSW”) annually with recycling 

rates in the range of only 3 – 8%. That means most of the generated MSW ends up in Ukraine’s 6,800 

landfills and dumpsites, the majority of which are unauthorized, non-engineered, overfilled, or failing 

to meet basic sanitary requirements. Toxic pollutants contaminate water and soil; landfills emit 

methane and thus contribute to GHG emissions, while the economic cost of not recycling – in terms 

of lost raw materials – is also quite significant. 

The government of Ukraine has taken some important steps aimed at addressing this growing 

environmental, social and economic problem.  It has improved Solid Waste Management (“SWM”) 

legislation and plans to meet European Union standards for MSW collection, recycling, treatment and 

final disposal.  However, neither the government, nor municipalities have sufficient funds and 

necessary expertise to implement comprehensive SWM projects. As a result, the majority of 

investments have been limited to the purchase of new waste collection trucks and containers as well 

as hasty extensions of non-engineered dumpsites and landfills. Following the requirements of the Law 

of Ukraine on Waste, starting from 2018 municipalities are also obliged to ensure MSW processing 

before such waste goes to landfills. However, in most cases this requirement cannot be properly met 

in practice. 

To date, the Bank has financed one MSW project in Ukraine (GrCF Lviv Solid Waste, DTM ID 

49437), and given the pressing need for long-term financing and expertise, is planning to expand its 

operations in the sector. The City of Khmelnytskyi is located in central Ukraine and serves as the 

Khmelnytskyi Oblast centre. It has a population of about 270,000 inhabitants (to be increased to 

290,000 inhabitants upon completion of the on-going amalgamation with villages) and a total MSW 

generation of circa 98,000 tons per year (2019). Nearly the whole amount of MSW collected in 

Khmelnytskyi is landfilled, without prior treatment, at the existing landfill, situated 5 km to the north 

of the city centre. The landfill, which has been in operation since 1956, is currently approaching its 

maximum capacity, and the need to build a replacement is really pressing. The landfill is neither 

engineered, nor operated according to European standards (i.e. no basal lining system, no leachate 

treatment), albeit there is natural clay base and some privately owned landfill gas collection system. 

There were several major fire outbreaks at the landfill in recent years; the latest one occurred in April 

2020. There were no casualties, but these events have re-emphasized the urgency to develop and 

implement an integrated SWM system in the City. 

Recognizing the scope, complexity and vital importance of a comprehensive SWM project for the 

municipality and the region, the City authorities started its preparation using its own resources, 

assistance from the International Finance Corporation and then EBRD. During the last two years, the 

City has (i) established a dedicated Project Implementation Unit (“PIU”); (ii) acquired land lots 

necessary for the construction of two new sanitary landfill cells, a new Material Recovery Facility 

(“MRF”) and a new composting facility, (iii) prepared feasibility studies and design documents, (iv) 
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agreed the relocation of a medium-pressure gas pipeline, which goes underneath the existing landfill 

body, (v) jointly with consultants prepared local environmental impact assessments, (vi) purchased 

new containers and started gradual introduction of waste separation at source launching public 

awareness campaign in schools, kindergartens and through local media, (vii) introduced separate 

collection of hazardous waste like electric accumulators and elements containing mercury. The 

COVID-19 pandemic crisis reemphasized the need of proper SWM in the City and strengthened the 

dedication of the City authorities to implement the Project as proper waste management is imperative 

for the prevention of infectious disease transmission. 

In the meantime, as the Project has been categorized A in accordance with the relevant Bank’s 

Environmental and Social Policy, the Bank hired a consultant to prepare a comprehensive 

Environmental and Social Impact Assessment (“ESIA”) along with the feasibility studies review, and 

another consultant to develop a Regional Waste Management Plan and Stakeholder Participation 

Programme. The latter is mandatory both under the legislation of Ukraine and the EU Delegation 

agreement related to the EU NIP investment grant for the Project.  Following successful cooperation 

amid the Bank, the City, SKT and various consultants, the Project preparation stage has been 

successfully completed. The Project stipulates a holistic and cost-effective solution for the City, which 

inter alia includes (i) the rehabilitation of the existing landfill and construction of two new sanitary 

landfill cells with a joint leachate treatment system; (ii) construction of a modern MRF and composting 

facility; (iii) acquisition of new landfill equipment; and (iv) necessary upgrade of the existing MSW 

collection and transportation infrastructure, which is imperative for the introduction of waste 

separation at source. The last element of the Project will be funded from the City’s contributions. The 

Project is in line with important principles as set out in the EU Waste Framework Directive such as 

the “waste hierarchy” and “circular economy”, as it will promote waste prevention, prepare waste for 

reuse, ensure efficient source-separation for recycling and other recovery and finally provide for the 

safe and environmentally sound disposal of the remaining portion of waste. 

In the course of cooperation, the City of Khmelnytskyi has recognized the significant transformative 

potential of long-term strategies and plans developed with the assistance and expertise of the Bank. 

Having this understanding and the ambition to improve its overall environmental performance, the 

City decided to approach the Bank with a request to join EBRD Green Cities. The Project is expected 

to become a ‘trigger’ investment under the Green Cities Framework 2 (“GrCF2”) and will enable the 

Bank to support the City in the development of a GCAP, which should help identify, prioritise and 

find ways to address in a holistic manner of most pressing environmental challenges. The development 

of the GCAP will start after Project signing. In addition to the solid waste sector, GCAP will focus on 

identifying investment project opportunities in the following priority green infrastructure development 

areas: water and wastewater, urban transport and sustainable urban mobility, public building energy 

efficiency, district energy, renewable energy, climate resilience, afforestation of abandoned green 

areas, etc. 

The Project is consistent with the Bank’s Strategy for Ukraine and Municipal and Environmental 

Infrastructure Sector Strategy 2019-2024, focusing on promotion of energy and resource efficiencies 

and climate change mitigation, as well as improving corporate governance, operational performance 

and financial results of municipal enterprises. The Project also contributes to a host of United Nations 

Sustainable Development Goals (“SDGs”), namely: SDG 3: Good Health and Well-Being, 

SDG 9: Industry, Innovation and Infrastructure, SDG 11: Sustainable Cities and Communities, 

SDG 12: Responsible Consumption and Production, SDG 15: Life on Land, and SDG 17: Partnerships 

for the SDGs.  

The Project is also consistent with the Green Economy Transition (“GET”) Approach by directly 

contributing to climate change mitigation through reduction of GHG emissions into the atmosphere.  

[REDACTED] 
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1.2 TRANSITION IMPACT 

 

The proposed Project is in line with the GrCF2, a strategic and multi-project approach targeting 

environmental issues in selected large cities in the Bank’s countries of operation. The primary goal is 

to achieve significant environmental improvements and promote the green transition quality within 

participating cities. The GrCF2 also aims to build necessary capacity and facilitate better coordination 

and buy-in among various stakeholders within the relevant cities in order improve the governance, 

operational efficiency and financial sustainability of the targeted investments and initiatives. These 

objectives are supported by the development and implementation of a city-specific GCAP identifying 

and prioritising environmental challenges and ways to address them through targeted investments, 

services and policy instruments.  

This Project will contribute to achieving Framework objectives through the following TI qualities: 

 Green (primary quality) – The Project is fully in line with the GET approach by: (i) 

significantly contributing to climate change mitigation through [REDACTED] reduction of 

GHG emission [REDACTED] into the atmosphere versus no project scenario, (ii) introducing 

sustainable SWM practices in the City and the region [REDACTED] through construction of 

a sanitary landfill designed to EU standards and integrated facilities to recover valuable 

recyclables, minimize landfilling and treat bio-waste, and (iii) contributing to pollution 

prevention and control affecting air quality, surface water, soil and groundwater through the 

introduction of leachate treatment, rehabilitation of the existing landfill and use of sanitary 

landfill cells according to the EU Directives. 

 Well Governed (secondary quality) – The Project will covenant and support development of 

a comprehensive GCAP for the city of Khmelnytskyi and regional waste management plan for 

the whole Khmelnytska Oblast. The GCAP will require the City to measure, identify, 

benchmark and prioritise environmental challenges and identify appropriate mitigation actions 

and investments. Such a plan will set a vision and benchmarks for the sustainable development 

of the City and help the municipal authority and key stakeholders to prioritise and make 

informed decisions regarding investment and reforms aimed at addressing identified 

challenges. The process itself of developing the GCAP will also help improve the 

municipality’s governance of environmental issues. In addition, the Project will promote good 

governance through the introduction of a PSC, which will support the Company in the 

improvement of financial and operational performance, commercialisation of operations, 

quality of management and institutional capacity building, including in the area of asset 

management. 

The Transition Impact (“TI”) objectives and the relevance for this sub-project are detailed in Annex 

4. The transition qualities will be monitored at the Framework level aggregating data on each transition 

benchmark for all sub-projects. 

Delivery Risks: Risks associated with primary TI quality are associated with the physical 

implementation of the Project and meeting the EU Directives, with mitigants arising from the facts 

that (i) this is the priority investment determined by the City Council, and SKT has full support from 

the City; (ii) both procurement process and work supervision will be carried out with the assistance 

from an experienced international consultant with specific expertise in the sector and deep knowledge 

of technologies and environmental policies.  

With regards to the secondary TI quality, the key risk is linked with the failure to develop and 

implement the GCAP effectively. This is mitigated by the City’s interest in pursuing a green agenda 

and the Bank’s ongoing policy dialogue. The City has demonstrated its commitment to green agenda 

in the course of the preparation of the Project. Additional risk stems from the potential reluctance of 

SKT to enter into the PSC with the City, and the potential reluctance of the City to raise the tariffs to 
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cost recovery levels. Those risks are mitigated with strong commitment from both sides and 

demonstrated dedication to the Project and activation of GrCF2 with the EBRD. 

 

1.3 ADDITIONALITY 

 

Identified triggers Description 

No triggers identified n/a 

 

Additionality sources  Description of additionality sources 

Financing Structure 

EBRD offers financing that is not available 

in the market from commercial sources on 

reasonable terms and conditions, such as 

longer tenors and longer grace periods, etc. 

Such financing is necessary to structure the 

project. 

The Bank is able to offer long-term loans with long grace periods without 

any pledge of company’s assets. Such financing is not widely available 

on the market, where commercial banks are asking for mortgages over 

the assets financed and offer loans with less than 5-year tenors.  The Bank 

was also able to mobilize and investment grant from the EU NIP, which 

is important to ensure affordability of tariffs in the post-implementation 

period. 

Knowledge, innovation and capacity 

building 
EBRD provides expertise, innovation, 

knowledge and/or capabilities that are 

material to the timely realisation of the 

project’s objectives, including support to 

strengthen the capacity of the client. 

The Bank will combine its financing with significant technical co-

operation related to project implementation support, regional waste plan 

development and tariff-setting policies, mobilising donor funding.   

Standard setting: Helping projects and 

clients achieve higher standards 
Client seeks EBRD expertise on higher 

environmental standards, above ‘business 

as usual’ (e.g. adoption of emissions 

standards, climate-related ISO standards 

etc.). 

 

The Project will be the “trigger project” for the City under GrCF2, 

through which the Bank will support Khmelnytskyi in developing its 

GCAP. The GCAP will help the City identify and prioritise the 

environmental challenges to be addressed through long-term 

development goals.  In addition, the Project envisages the use of external 

consultants who will support (i) the whole Khmelnytskyi region by 

developing a comprehensive regional waste management plan as per the 

EU standards, and (ii) SKT through preparation of tender documents and 

work supervision in accordance with the best world practices. 

 

1.4 SOUND BANKING - KEY RISKS 

  

The Borrower (“SKT”) is a municipal utility company with low indebtedness and improving 

operational performance. It controls 100% of the solid waste market in the City and adjacent villages. 

The proposed facility will be covered by a full guarantee from the City, which is also responsible for 

tariff setting for all MSW services in accordance with the legislation of Ukraine. 
  

Risks  Probability / 

Effect 

Comments 

Risks of the Borrower 

Tariff risk Medium/ 

High 
 The Project will improve the sustainability and quality of MSW management in the 

City, which is perceived as a top priority by the majority of the City’s residents 

given the current state of the landfill. The recent public hearings demonstrated that 

the political consensus around the Project, once approved, is expected to continue. 

[REDACTED] 

 The benefits of the Project for public health guarantee special attention of the City 

to this issue in view of the on-going COVID-19 pandemic. 



PUBLIC 

12 
PUBLIC 

Financial 

risk 

Medium/ 

High 
 The Loan will be provided on the basis of a municipal guarantee, which should cover 

all debt service payments. The City has demonstrated stable financial performance 

over the last four years and has very limited debt. [REDACTED] 

 The additional risk mitigation will be achieved through (i) loan tranching linked to 

financial covenants; (ii) use of a EUR 5 million investment grant from the EU NIP; 

and general support from the Khmelnytska Oblast, which benefits from the 

development of a comprehensive regional waste management plan developed in the 

context of the Project. 

FX and 

interest 

rate risk 

High/ High  SKT generates its revenues in local currency, while the Bank’s debt facility will be 

denominated in Euro. The financial model of the City, which guarantees the loan 

repayment, demonstrates resilience when stress-tested to assess sensitivity to local 

currency devaluation and interest rate fluctuations taking into account the impact of 

the COVID-19 pandemic. 

Implement

ation risk 

High/ High  A dedicated PIU established by the City in 2019 demonstrated its effectiveness 

through arranging the acquisition of land plots for the new landfill cells and the MRF 

and preparation of design documentation, successful launch of hazardous waste 

collection and waste separation at source as well as assisting with the successful 

ESIA completion. [REDACTED] 

 The lack of international procurement and implementation experience will be 

addressed by the involvement of an experienced consultant, who will provide 

support with procurement and overall project implementation, as well as contract 

supervision. The procurement risk is further mitigated by using proven technological 

and technical solutions. All tenders will be carried out in accordance with the Bank’s 

PP&R. 

Risks of the Guarantor/City 

Sovereign 

risk 

Medium/ 

High 
 Since peaking in 2016, the ratio of public and publicly guaranteed debt to GDP has 

been rapidly declining [REDACTED] 

 In March 2020, S&P confirmed Ukraine’s long-term foreign currency sovereign 

credit rating at ‘B’ with stable outlook. In April, Moody’s confirmed the rating at 

‘Caa1’ with positive outlook, while Fitch revised Ukraine’s outlook to stable from 

positive, affirming the rating of long-term foreign-currency Issuer Default Rating at 

‘B’. 

Economic 

volatility 

Medium/ 

Medium 
 While the macroeconomic risks may negatively affect the financial performance of 

the municipalities through the effect on the local economy, as well as through 

Ukraine’s inter-budgetary relations, the risks are mitigated by the (i) negligible 

aggregated debt of the City, (ii) robust operating performance, and (iii) growing 

share of own tax and non-tax revenues in the City’s total revenues.  

 [REDACTED] 

Financial 

management 

Medium/ 

Medium 
 The budget is planned annually. [REDACTED] 

Financial 

balance 

High/ High  The City has demonstrated robust financial performance with steadily growing 

current revenues mainly due to the growth of its own tax revenues during the last 

three years. [REDACTED] 

FX and 

interest rate 

risk 

High/ High  The City’s financial forecasts demonstrate resilience when stress-tested against 

negative shocks. [REDACTED] 
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2. MEASURING / MONITORING SUCCESS  

The transition impact monitoring indicators and benchmarks for the Project will be monitored at 

Framework level and are detailed in Annex 4. 

Project Monitoring Indicators 

Indicator Projected Impact Implementation 

timing 

Green 

Total population benefitting from improved access to 

municipal solid waste management services, including 

overall system effectiveness improvements (no. 

individuals) 

[REDACTED] [REDACTED] 

Annual reduction in tons of CO2 emissions (equivalent) 

resulting from the Project 
[REDACTED] 

[REDACTED] 

Rehabilitation of the existing landfill, opening of new 

engineered, sanitary landfill cells and MRF facility 

constructed in accordance with the EU standards 
[REDACTED] 

[REDACTED] 

Well-Governed 

Solid waste management plan developed for the whole 

Khmelnytska Oblast (region) taking into consideration the 

Project 

Waste management plan 

approved for the whole 

Khmelnytska Oblast 

[REDACTED] 

Public service contract signed and implemented 

A PSC between SKT and 

the City effectively 

implemented 

[REDACTED] 

Tariffs for MSW services set at the cost recovery level by 

the City authorities 

MSW tariffs 

[REDACTED] 
[REDACTED] 

 

 

3. KEY PARTIES  

 

3.1 BORROWER 

Khmelnitsky communal enterprise “Spetskomuntrans” (aka “SKT”) is a 100% municipal entity and 

the only company responsible for collection, treatment and disposal of MSW in the City of 

Khmelnytskyi and adjacent villages. SKT was established in October 1949 as a municipal entity. It 

has kept its municipal status since then, albeit the company’s name has been changed several times. 

The session of Khmelnytskyi City Council reconfirmed the status, functions and the current name of 

SKT on 24 June 2003. [REDACTED] 

SKT is also an operator of the only landfill located at the territory of the City 5 km north of the City 

centre. The landfill is neither engineered, nor operated to EU standards.  It is also unlined, and as a 

result leachate flows to the northern part of the landfill and is collected in a pond before being returned 

back into the body of the landfill. The landfill has been in use since 1956, and it now covers an area 

of 9 hectares. The height of the mound of waste reaches 50 meters above the ground. All MSW 

collected in the City and adjacent villages is landfilled. The amount of MSW has grown steadily during 

the last 3 years [REDACTED]  The waste growth trend is expected to continue and will even somewhat 

accelerate in 2021 due to the scheduled amalgamation of the City with several adjacent villages with 

the population of circa 19,000 people. SKT is also responsible for transportation of liquid waste for 

private residential buildings.  

[REDACTED] The management of SKT and the PIU established at the City level are fully dedicated 

to the implementation of the Project and further improvement of SKT’s operation. 
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3.2 SPONSOR/GUARANTOR 

 

The City of Khmelnytskyi is located in the Khmelnytska Oblast in the western part of Ukraine and 

serves as the oblast centre. It has a population of approximately 270,000 people and covers an area of 

90 square kilometres. The City is among few Ukrainian municipalities with a growing population 

trend. The City boasts a diversified economy. The main sectors are machine building, chemical 

industry, textile and food industry, logistical centres and other services. At the same time, the City has 

aging infrastructure assets and considerable investment needs. The proposed Project was identified as 

a top priority by the City Council and the Mayor due to the very poor condition of the existing landfill, 

which is operated at the limit of its capacity. 

The City is governed by the Mayor and the City Council. The City has its own budget and is financially 

independent (albeit within the constraints of Ukraine’s inter-budgetary relations). However, when 

issuing a municipal guarantee the City requires a clearance from the Antimonopoly Committee of 

Ukraine and a consent from the Ministry of Finance of Ukraine. The City submitted documents for the 

Antimonopoly Committee clearance, which is expected prior to loan agreement signing. According to 

the City, the set of documents for the Ministry of Finance is also ready and will be submitted upon 

receiving the Antimonopoly Committee clearance. 

Following decisions of Khmelnytskyi City council and councils of several adjacent villages, on 29 

April 2020, the Cabinet of Ministers of Ukraine adopted the Resolution No. 475-p regarding approval 

of voluntary amalgamation of municipalities and townships in Khmelnytska Oblast.  The resolution 

results in the amalgamation of the City with several adjacent villages with the total population of circa 

19,000 people and the expansion of the City’s territory. For financial highlights covering the City 

budget execution for 2018 – Q1 2020, as well as budget for 2020, please refer to Section 5.1 and 

Annex 3. 

4. MARKET CONTEXT 

Ukraine produces up to 13 million tons of MSW annually with recycling rates in the range of only 3 

– 8%. That means that over 92% of generated MSW ends up in its 6,800 landfills and dumpsites, the 

majority of which are unauthorized, non-engineered, overfilled, or failing to meet basic sanitary 

requirements. Toxic pollutants contaminate water and soil; landfills emit methane and thus contribute 

to GHG emissions, while the economic cost of not recycling – in terms of lost raw materials – is also 

quite significant. The government of Ukraine has taken some important steps aimed at addressing this 

growing environmental, social and economic problem.  It has improved solid waste management 

legislation and plans to meet European Union standards for recycling.  However, neither the 

government, nor municipalities have sufficient funds and necessary expertise to implement 

comprehensive SWM projects. As a result, the majority of investments have been limited to purchase 

of new waste collection trucks and containers as well as hasty extensions of non-engineered landfills. 

Following the requirements of the Law of Ukraine on Waste, starting from 2018 municipalities are 

also obliged to ensure MSW processing before such waste goes to landfills. However, in most cases 

this requirement cannot be met in practice. 

Historically, SKT has been the only entity in the City of Khmelnytskyi and the adjacent area 

responsible for collection, processing and disposal of MSW. [REDACTED]  

The implementation of the Project should result in higher extraction of the landfill gas, while the use 

of this gas for production of electricity will further increase GHG emission savings through 

replacement of electricity produced from fossil fuels. Thus, the Project will lay the foundation for 

additional climate mitigation benefits and quicker transition to a low-carbon, resilient and resource-

efficient economy thanks to the aforementioned synergy with the private business.  

According to the Law “On Communal Services”, starting from 2019 all MSW tariffs are set by 

municipal authorities. The MSW tariff setting procedure is regulated by the Cabinet of Ministers 

Decree No. 1010 of 26 July 2006 mutatis mutandis. The latest MSW tariff increases were approved 

by the Executive Committee of the Khmelnytskyi City Council in March 2019.  The tariffs for non-
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bulky waste transportation are set at the level of UAH 73.56 per m3, UAH 74.90 per m3 and UAH 

78.91 per m3 of MSW including VAT for population, public entities and other consumers respectively. 

The tariffs for landfilling (“gate fee”) are UAH 9.79 per m3, UAH 9.97 per m3, and UAH 10.51 per 

m3 of MSW including VAT for population, public entities and other consumers respectively.  A 

resident of the City currently pays between UAH 16.51 (EUR 0.55) and UAH 22.43 (EUR 0.75) per 

month for MSW services. These tariffs are generally in line with comparable cities in Ukraine.  

[REDACTED]  

 

5. FINANCIAL / ECONOMIC ANALYSIS 

 

5.1  FINANCIAL HIGHLIGHTS AND PROJECTIONS 

[REDACTED] 

 
5.2 SENSITIVITY ANALYSIS 

 

[REDACTED]  

 

5.3 PROJECTED PROFITABILITY FOR THE BANK 

 

[REDACED] 

 

6. OTHER KEY CONSIDERATIONS 

6.1 ENVIRONMENT 

 

Categorised A (2014 ESP). A comprehensive Environmental and Social Impact Assessment (“ESIA”) 

has been carried out and an information disclosure package in accordance with the Bank's Performance 

Requirements (“PRs”) was prepared and included (i) ESIA Report, (ii) Non-Technical Summary, (iii) 

Stakeholder Engagement Plan (“SEP”), (iv) Livelihood Restoration Framework (“LRF”), and (v) an 

Environmental and Social Action Plan (“ESAP”). All documents have been disclosed in English and 

Ukrainian on the Bank's website and locally by the Client (SKT) on 28 February 2020. To date, no 

significant issues have been raised by any affected people, Civil Society Organisation or the general 

public. The ESAP has been agreed with the Client to structure the Project to meet EBRD PRs. The 

ESIA confirmed that no significant negative environmental or social impacts are expected from the 

Project. Local Environmental Impact Assessment has been also developed, disclosed and is subject to 

approval by the national authorities. 

SKT with the help of an independent environmental and social consultant has had a number of 

stakeholder meetings, social survey and scoping consultation activities with potentially affected and 

interested stakeholders including members of the adjacent community since June 2019. Due to 

COVID-19 restrictions for public gatherings, SKT and the City revised the stakeholder engagement 

activities for the disclosure period and alternative engagement approaches have been identified and 

implemented. Details of these additional measures have been disclosed by SKT and the Bank to ensure 

meaningful stakeholder engagement and public consultations in line with EBRD requirements.    

As part of the ESIA preparation, several alternatives have been considered, including designs and 

location alternatives and the 'no project scenario'. Following the detailed analysis, the ESIA confirmed 

that the Project will provide significant environmental and social benefits to the City and surrounding 

communities through construction of a new engineered sanitary landfill in compliance with the EU 

standards; closing and rehabilitating of the existing landfill; improvements of the solid waste collection 

and transportation systems. Phase 2 of the Project will include the establishment of a MRF with a 

separate composting facility for pre-sorted organic waste that will reduce the share of MSW going to 
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the landfill by promoting recycling and providing a modern SWM infrastructure. Additionally 

opportunities for waste management improvement and introduction of circular economy principles on 

the regional level in Khmelnytska Oblast (region) will be assessed as part of an on-going separate 

Technical Cooperation project supported by the EU NIP. 

The ESIA confirmed that the majority of the potential negative environmental and social impacts will 

be during the construction phase, but following the implementation of the mitigation measures 

specified in the ESAP and good construction practice, the construction effects will be temporary and 

are not considered to be significant. 

The Project is located outside the urban area of the City and is bound by agricultural land and/or 

villages on all sides. There are residential properties from these villages located in the vicinity of the 

existing landfill (which will be closed and rehabilitated as part of the Project), with the closest being 

70m to the south. The proposed remediation and capping of the existing landfill will reduce the current 

dust risk including particulates, volatile organic compounds, airborne micro-organisms (bio-aerosols) 

to human health and will eliminate the odour nuisance at residential dwellings located close to the 

existing landfill. 

The ESIA confirmed that no sensitive ecological receptors are located in the vicinity of the Site. The 

site is not considered to support any important populations of plant or animal species that are of 

increased conservation value. Landscape and visual impact will be minimised through spatial planning 

of the closed existing landfill to be planted with grass, shrubs and trees also on the boundaries. 

The closest surface water features to the Site are the wetland pond associated with the existing landfill 

and an unnamed stream adjacent to the existing landfill. These features are all located downhill of the 

Project and neither are utilised by the local villagers for water supply nor used for any agricultural 

activities. Analysis of water samples showed that some parameters exceed Ukrainian surface water 

standards and some additional negative impact is expected during the construction activities, when the 

excavated material will be temporarily stockpiled. This has the potential to migrate to the un-named 

stream and wetland, effecting the quality of surface waters at and downstream of the Project via runoff. 

However, with the identified mitigation measures in place, the construction effects to surface waters, 

due to the Project, will not be significant. To mitigate potential impact on the surface and groundwater 

during operation, provision of leachate extraction management system and treatment plant (leachate 

management plan) is provided as part of the Project. The Hydrological Risk Assessment (HRA) 

confirmed that the operational effects on hydrogeology and hydrology will not be significant, 

following the implementation of the mitigation measures. 

The Project will also have a positive impact on the climate change mitigation thanks to GHG emissions 

reduction of up to 150,000 tons of CO2 equivalent per year during the post-implementation period 

compared to the 'no project' scenario. 

The land acquisition programme for the landfill and MRF has been completed on the principle of 

"willing seller-willing buyer" in compliance with the national and the EBRD requirements. The Project 

has a Sanitary Protection Zone (“SPZ”) of 500m for the existing landfill, and currently indicative SPZs 

for the proposed landfill extension and MRF. As the Project includes the closure and rehabilitation of 

the existing landfill, impacts that the existing landfill is currently having on residential properties 

currently located within its SPZ will be significantly reduced and SPZ will be cancelled for the closed 

landfill. 

The ESIA identified that the current landfill is being used by approximately 20 - 60 waste pickers, the 

majority of whom work on a seasonal basis, and a closure of this landfill as part of the project may 

mean a significant loss of their livelihoods. In addition the waste pickers reside in poor quality 

accommodation which they have established immediately adjacent to the landfill, on areas of land 

provided by their employers (sub-contractors engaged by the City). The LRF has been prepared in 

accordance with EBRD PR 5 addressing the economic displacement issues for waste pickers and the 

ESIA includes mitigation for the potential loss of accommodation linked to waste pickers employment. 

The City is proactively looking to provide job opportunities at a new MRF facility and within the City 

municipal service companies including the option for accommodation linked to these jobs. 
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Accommodation provided by the City or their Contractors working on the new landfill or MRF will 

need to comply with PR 2. A Livelihood Restoration Plan will be further developed with a help of 

international consultants under a Technical Cooperation support.  

All measures to address the potential environment and social impacts and to bring the Company's 

operations into compliance with the EBRD's PRs have been incorporated into the ESAP. A number of 

Post-signing TCs are included as part of the Project which include: support with Project preparation; 

EHSS capacity building; Stakeholder Engagement and ESAP implementation including the 

Livelihood Restoration Plan development and implementation. 

SKT will provide the Bank with annual environmental and social reports, including updates on the 

implementation of the ESAP. The Bank may also conduct monitoring visits, as required. 

6.2 INTEGRITY  

In conjunction with OCCO, an updated internal integrity review was undertaken on SKT and its key 

management as well as the management of the City of Khmelnytskyi. The borrower is wholly-owned 

by the City of Khmelnytskyi. As is expected in municipal infrastructure projects, PEPs were flagged, 

albeit none has been subject to adverse information or conflicts of interest. It was therefore concluded 

that this Project does not present an unacceptable reputational or integrity risk to the Bank.  

All actions required by applicable EBRD procedures relevant to the prevention of money laundering, 

terrorist financing and other integrity issues have been taken with respect to the project and the project 

files contain the integrity checklists and other required documentation, which have been properly and 

accurately completed to proceed with the Project. 

6.3 ECONOMIC ANALYSIS 

An Economic Internal Rate of Return (“EIRR”) was calculated for the Project as part the Bank’s 

external due diligence conducted by the consultant who prepared ESIA and reviewed the feasibility 

study. [REDACTED] 
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ANNEXES TO OPERATION REPORT 

 

ANNEX 1 Overview of the Project 

ANNEX 2 Project Implementation 

ANNEX 3 Historic Financial Statements of the Borrower and the Guarantor 

ANNEX 4 TI objectives of the Green Cities Framework 

ANNEX 5 
Implementation progress of the Green Cities Framework (GrCF / 

GrCF2)  
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ANNEX 1 - OVERVIEW OF THE PROJECT 

 

Main Project Objectives: 

The Project aims to help the City of Khmelnytskyi to improve and develop an integrated, 

sustainable MSW management system, in line with the EU-Ukraine Association Agreement 

(2014), which will bring significant health, economic, social and environmental benefits. The 

Project will ensure that international best-practices and standards are introduced to the MSW 

management system in Khmelnitsky in line with the National Waste Management Strategy as well 

as with EU directives on waste including the Circular Economy Package, Landfill Directive, 

Packaging Directive etc. and other best practices and standards (e.g. IPPC BAT/BREF).  

One of the main strategic goals and priorities of the City is to provide residents and businesses 

with superior Solid Waste Management (“SWM”) services on a sustainable basis. It is anticipated 

that this Project will help the City develop, implement and support economically viable, 

environmentally sound and socially accepted solutions in the MSW sector. The Project has the 

following objectives: 

 Provide a modern SWM infrastructure based on local needs in line with EU standards and 

directives, international legislation and national strategies;  

 Ensure that a long-term, sustainable SWM strategy is implemented, in particular through 

the development of a waste management plan for the whole region (Khmelnytska Oblast); 

 Achieve climate change mitigation goals thanks to (i) a significant reduction of GHG 

emissions (especially methane), (ii) production of refuse derived fuel (“RDF”) for 

subsequent incineration in cement plant kilns, thus substituting fossil fuel; 

 Reduce environmental hazards (air, soil and water pollution) and nuisance (e.g. odour 

emissions, vermin, overall appearance of the landscape) due to uncontrolled disposal of 

MSW; 

 Reduce the amount of MSW going to landfill due to (i) promotion of Waste Hierarchy 

principles and waste separation at source; (ii) MSW processing with subsequent sale of 

recyclables including RDF, (iii) diverting valuable organic waste from being landfilled 

through composting of non-contaminated organic waste stream, (iv) separate collection of 

hazardous waste; 

 Establish better management practices including accounting and control of the MSW 

management system and occupational health and safety; and 

 Increase visibility and public awareness regarding sound SWM practices and resource 

conservation and recycling. 

Key Project Elements: 

The Project includes the following key elements: 

1) The closure and rehabilitation of the existing non-engineered landfill (5 km north of the 

City) including reshaping the landfill body (slope stabilisation and prevention of slides) 

and final capping; 

2) The already existing landfill gas (“LFG”) collection and utilisation in place at the non-

engineered landfill will be considered during the closure and rehabilitation, meaning it will 

be ensured, that it stays in place or will be improved. For the new landfill cells, a LFG 
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collection system will be implemented and either used in the existing plant to produce 

electricity (most likely) or flared; 

3) Construction of two new sanitary landfill cells according to standards of the EU directive 

1999/31/EC on landfilling of waste; 

4) Construction of a leachate collection, storage and recirculation system as well as a full-

fledged leachate treatment system for both the existing landfill and the new sanitary landfill 

cells; 

5) Supply of new landfill operation equipment for the existing and the new landfill (including 

a new bulldozer and compactor) to ensure proper operation of the landfill; 

6) Construction of a new Material Recovery Facility (“MRF”) and a composting facility for 

non-contaminated organic waste. This element will be split into phases linked to loan 

tranches; 

7) Potential construction of a separate module for production of Refused Derived Fuel 

(“RDF”) at the new MRF, and 

8) Construction of a new gas pipeline section instead of the section currently located 

underneath the existing landfill to avoid fire and explosion risks, connection of the new 

leachate treatment system and MRF to the municipal wastewater treatment plant to ensure 

implementation of the sustainable wastewater treatment solution, purchase of new waste 

collection infrastructure (containers and waste collection vehicles) to ensure efficient 

collection of source-separated municipal waste (to be financed separately from the local 

contribution). 

The MRF and composting facility are aimed at diverting recyclables and stabilising the remaining 

waste stream prior to landfilling. The MRF construction will be implemented in two main phases. 

The first one will include a single line of mechanical treatment and a biological process step where 

source-separated organic waste will be composted. The mechanical process step will inter alia 

consist of a waste reception area (weighing, radioactivity monitoring and removal of bulky waste, 

construction and demolition waste, tyres and hazardous components) followed by a bag opener, a 

shredder and a drum sieve in order to split the waste stream into different particle sizes. The larger 

particles (>80mm) will be directed to manual sorting line, magnetic separation and further 

processing of extracted recyclables.  

The second phase will inter alia include the introduction of a second line, expansion or further 

refinement of the biological process step (aerobic composting). Finally, the MRF can be upgraded 

with the help of Tranche III funds to produce high-calorific value outputs (RDF) that can be used 

in kilns of a large cement plant, which is located in the region, instead of fossil fuels. 

[REDACTED] 
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The locations of the existing landfill, the new sanitary landfill cells, the leachate treatment system 

and the MRF and composting facilities are shown on the map and the diagram below: 

 

 
 

  

Two new 

engineered sanitary 

landfill cells 

 

Existing Landfill 
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ANNEX 2 - PROJECT IMPLEMENTATION 

 

Procurement classification – Public (sub-sovereign) 

[REDACTED] Involvement of an independent implementation consultant and the use of the 

EBRD Client e-Procurement Platform (“ECEPP”) will ensure the compliance with the Bank’s 

Procurement Policies and Rules (“PP&R”) and other policies and contribute in minimising this 

risk. 

 

The Client’s capacity assessment related risk - High 

The capacity of the Company to implement the Project was assessed as part of the due diligence. 

The Borrower has limited in-house technical expertise, which will be available to the PIU during 

procurement and implementation. There is no dedicated procurement department, and in the 

absence of regular investments, procurement planning is driven by allocated financing rather than 

multi-year assessment of investment needs and associated expenditures. Although the available 

technical staff was assessed as sufficiently qualified in their respective professional fields, the lack 

of experience of international tendering represents a moderate risk to efficient implementation of 

the proposed investments, and the Borrower will need to be supported to implement procurement 

in accordance with Bank’s procedures. To mitigate this risk an experienced consultant to guide the 

Company through procurement process and supervise contract implementation will be contracted.   

 

Contracts risk assessment    - Moderate High 

[REDACTED] The contract for the Material Recovery Facility (“MRF”) will involve a 

technological process, which is relatively new to Ukraine. The support of the experienced 

consultant will ensure that contractors’ responsibilities for design and functional guarantee 

requirements are clearly defined in the tender documents, and any procurement and contractual 

issues that may arise are addressed in a professional and timely manner. The use of a multi-stage 

tendering procedure recommended for three larger works contracts will provide the Company with 

an opportunity to examine and properly understand proposed technological and technical options. 

 

Project implementation arrangements 

 

A dedicated PIU was established by the Company in 2019 as part of the Project preparation. The 

PIU will have an overall responsibility for the implementation of the Project, however its capacity 

will need to be strengthened with additional technical and procurement expertise. The PIU will be 

supported by an experienced Consultant that will assist the Company with all aspects of project 

procurement and contract supervision, implementation and reporting in accordance with Bank’s 

policies and procedures. The Consultant’s contract will be financed out of the loan proceeds and a 

TC grant. 

 

Procurement arrangements 

 

The Project is classified as public sector for procurement purposes. Goods, works and services 

financed from the Bank’s loan, and EU NIP grant will be procured through open tendering in 

accordance with Section III, Articles 1, 2, and 3 of the PP&R for public sector. Consultancy 

services assignments will be procured in accordance with Section III, Articles 1, 2 and 5 of the 

PP&R. All contracts will be procured via ECEPP and will be subject to prior review by the Bank.  
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The contracts for (i) Closure and rehabilitation of the existing non-engineered landfill and 

construction of two new sanitary landfill cells, (ii) Construction of a new Material Recovery 

Facility (MRF) and composting facility for non-contaminated organic waste, and subject to 

committing Tranche III, (iii) Construction of RDF module and expansion of the composting 

facility are proposed to be procured as Design-Build via multi-stage tenders.  

The contracts for the Construction of a new MRF and composting facility for non-contaminated 

organic waste and Construction of RDF module and expansion of the composting facility are 

proposed for Selective Review.   [REDACTED] 

 
 

ANNEX 3 – HISTORIC FINANCIAL STATEMENTS OF THE 

BORROWER AND THE GUARANTOR 

[REDACTED] 
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ANNEX 4 - TI OBJECTIVES OF THE GREEN CITIES FRAMEWORK 2 

 

The TI objectives of the GrCF2 Framework and the relevance for this sub-project are detailed in the table below: 

Obj. 

No. 
Framework Objective 

Transition 

Indicators 

Contribution of Operation to Framework 

Objectives 

Baselines  Target 

Values 

Implemen

tation 

Timelines 

Primary TI Quality: Green     

1.1 Multiple green investments: Each participating city 

makes on average at least 3 investments that address 

priority environmental challenges identified by the 

GCAP, where all EBRD financed projects reduce 

emissions or improve resource efficiency by minimum 

20% or promote climate change resilience.  

Implementing an 

eligible Green 

Cities project 

Yes. The proposed Project is the first / 

‘trigger’ investment under the GrCF2 for 

Khmelnytskyi, and will result in 

[REDACTED] CO2 emission reduction versus 

no Project scenario. 

[REDAC

TED] 

[REDA

CTED] 

[REDACT

ED] 

1.2 Environmental impact: To achieve significant 

environmental improvements for at least one priority 

environmental challenge, i.e. the promotion or protection 

of certain performance levels (colour codes) for critical 

environmental challenges as specified in the GCAPs, for 

more than 50% of the Green Cities. 

Achieving 

significant 

environmental 

impact in a priority 

environmental 

challenge identified 

in the GCAP 

Yes. The Project will result in improving 

municipal solid waste services in the City and 

adjacent villages in line with the applicable 

EU Directives with CO2 emission reductions 

as well improved ground water and air quality. 

This is expected to be one of priority 

environmental challenges identified in the 

GCAP. 

[REDAC

TED] 

[REDA

CTED] 

[REDACT

ED] 

1.3 Effective GCAP implementation: To achieve the overall 

objective, the Framework will also have an 

implementation objective of achieving at least 50% of all 

verifiable targets, set in all GCAPs, within 5 years after 

the respective GCAP finalisation (including both 

investments and well defined policy measures). 

Implementing a 

project identified as 

a target for the 

GCAP 

The Project will support the City to develop a 

Green City Action Plan that sets verifiable 

targets. 

[REDAC

TED] 

[REDA

CTED] 
[REDACT

ED] 
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1.4 Strong follow-on support: At least 50% of transactions 

and investment volume under GrCF2 being follow-on 

investments addressing critical environmental challenges 

identified in the GCAPs.   

Implementing a 

follow-on project 

Trigger - the Project will support the City to 

develop a GCAP, enabling follow on 

opportunities. 

[REDAC

TED] 

[REDA

CTED] 

[REDACT

ED] 

Secondary TI Quality: Well-governed     

2.1 New GCAPs: 10 additional GCAPs finalised and 

approved where all GCAPs include priority actions and a 

monitoring strategy. 

GCAP developed 

and submitted for 

approval 

Khmelnytskyi’s GCAP sent to the City 

including an implementation and monitoring 

strategy. Development of GCAP by the City 

will be covenanted as part of this Project and 

supported by TC. 

[REDAC

TED] 

[REDA

CTED] 

[REDACT

ED] 

2.2 PSCs and tariff increases: PSCs and effective tariff 

increases in line with the respective PSCs, aimed at cost-

recovery or improved fare-box ratio, for the majority of 

all sub-projects benefitting revenue-generating operators. 

Public service 

contract signed and 

implemented 

A PSC between SKT and the City of 

Khmelnytskyi is effectively implemented, i.e. 

KPIs implemented in line with timely 

approved business and investment plans. 

Introduction of the PSC between the City and 

the Company is envisaged and supported by a 

dedicated TC. 

[REDAC

TED] 

[REDA

CTED] 

[REDACT

ED] 

Tariffs reached the 

target level 

Cost recovery tariffs for all types of MSW 

services, including collection, processing and 

landfilling/utilization. 

[REDAC

TED] 

[REDA

CTED] 

[REDACT

ED] 

2.3 Access to financial markets: Develop green finance 

roadmaps in 4 cities to address the key elements required 

to access green finance markets, including green bonds. 

A green finance 

roadmap finalised 

n/a - - - 
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Project Monitoring Indicators 
 

In addition, the following physical indicators will be met: 

 

Indicator Projected Impact Implementation timing 

Green 

Total population benefitting from improved access to municipal solid waste management 

services, including overall system effectiveness improvements (no. individuals) 

[REDACTED] [REDACTED] 

Annual reduction in tons of CO2 emissions (equivalent) resulting from the Project [REDACTED] [REDACTED] 

Rehabilitation of the existing landfill, opening of new engineered landfill and MRF facility 

constructed in accordance with the EU standards 

[REDACTED] [REDACTED] 

Well-Governed 

Solid waste management plan developed for the whole Khmelnytska Oblast (region) 

taking into consideration the Project 

Waste management plan approved for the whole 

Khmelnytska Oblast 

[REDACTED] 

Public service contract signed and implemented 
A PSC between SKT and the City effectively 

implemented 

[REDACTED] 

Tariffs for MSW services set at the cost recovery level by the City authorities [REDACTED] [REDACTED] 
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Integrated Results Matrix 

 

Integrated Results Matrix (Investments and Associated Technical Cooperation) is presented below.  

Quality Objective FW level aggregate 

indicator (for 

reference) 

Indicator (sub-

project) 

Details Baseline  

Sub-project 

Target 

Sub-project 

Due date 

Sub-project 

Data 

Source 

TC-

Related? 

Green 1.1 Number of 

investments that 

address priority 

environmental 

challenges identified 

by the GCAP. 

GrCF2 W2 – 

Khmelnytskyi 

Solid Waste 

Project 

One of at least 3 investments in 

each Green City that address 

priority environmental challenges 

identified by the GCAP.  

New EU compliant landfill, MRF 

and composting facility will be 

built, waste separation at source is 

introduced as result of the Project.  

[REDACT

ED] 

[REDACT

ED] 

[REDACT

ED] 

[RED

ACTE

D] 

[REDA

CTED] 

1.2  Number of clients 

implementing 

performance or action 

plan  

 

Performance or 

Action Plan 

implemented by 

the Client  

The Bank provided TC support for 

the development of a regional 

waste management plan. It will be 

covenanted that the regional waste 

management plan for the whole 

Khmelnytska Oblast is developed 

and approved. 

[REDACT

ED] 

[REDACT

ED] 

[REDACT

ED] 

[RED

ACTE

D] 

[REDA

CTED] 

Well-

governed 
2.1  Number of clients / 

cities adopting a 

Green City Action 

Plan  

 

Action Plan 

adopted by the 

respective city: 

Khmelnytskyi  

The Bank provided TC support for 

the development of a Green City 

Action Plan. It will be covenanted 

that the Green City Action Plan is 

developed and approved. 

[REDACT

ED] 

[REDACT

ED] 

[REDACT

ED] 

[RED

ACTE

D] 

[REDA

CTED] 
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2.2 Number of Public 

Service Contracts 

signed and 

implemented  

Public Service 

Contract signed 

and implemented 

The Bank will provide TC support 

for the development of a PSC. It is 

covenanted that the PSC will be 

signed by Jan 2023. 

 

[REDACT

ED] 

[REDACT

ED] 

[REDACT

ED] 

[RED

ACTE

D] 

[REDA

CTED] 

Core client 

indicators 

Total Population 

benefitting from 

access to improved 

solid waste 

management services 

Total Population 

benefitting from 

access to 

improved solid 

waste 

management 

services 

Population served by the new 

landfill and new MRF and 

composting facility. 

[REDACT

ED] 

[REDACT

ED] 

[REDACT

ED] 

[RED

ACTE

D] 

[REDA

CTED] 

Total leachate treated 

(m3/year) 

Landfill leachate 

is treated in 

compliance with 

the EU standards 

(m3/year) 

Leachate treated by the new 

leachate treatment facility. 

[REDACT

ED] 

[REDACT

ED] 

[REDACT

ED] 

[RED

ACTE

D] 

[REDA

CTED] 

Outputs/operationa

l delivery results 

Number of project 

preparation products 

approved  

Project 

preparation 

product approved: 

Regional waste 

management plan 

Finalization of the Regional waste 

management plan provided 

through TC support by the Bank 

[REDACT

ED] 

[REDACT

ED] 

[REDACT

ED] 

[RED

ACTE

D] 

[REDA

CTED] 

Project 

preparation 

product approved: 

ESIA and 

Feasibility Study 

Review 

Environmental and Social Impact 

Assessment (“ESIA”) and 

Feasibility Study Review 

completed.   

[REDACT

ED] 

[REDACT

ED] 

[REDACT

ED] 

[RED

ACTE

D] 

[REDA

CTED] 
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Number of business 

advisory 

recommendations 

agreed 

Business advisory 

recommendation 

agreed: Tariff 

setting guidelines 

Finalization of the  tariff setting 

guidelines for landfilling and 

MSW processing for the City 

[REDACT

ED] 

[REDACT

ED] 

[REDACT

ED] 

[RED

ACTE

D] 

[REDA

CTED] 

Number of project 

implementation 

support completed 

PIU established, 

Project 

Implementation 

Support 

completed 

Implementation of the priority 

investment programme as 

identified in the Project 

Implementation and Procurement 

Plan. 

[REDACT

ED] 

[REDACT

ED] 

[REDACT

ED] 

[RED

ACTE

D] 

[REDA

CTED] 



PUBLIC 

30 
PUBLIC 

 

ANNEX 5 – IMPLEMENTATION PROGRESS OF GrCF / GrCF2 

 

The Green Cities Framework (“GrCF”), approved by the Board in November 2016, set an ambitious 

agenda for the Bank’s municipal business, with the over-arching aim being ‘to serve as a sector-wide 

catalyst for addressing environmental challenges at the City level‘. After only 2 years of operation, the 

Framework proved its ability to act as such a catalyst with the utilisation of the entire EUR 250 million 

headroom. As a consequence, in October 2018 a new Framework was approved by the Board, Green 

Cities Framework 2 (“GrCF2”), with a headroom of EUR 1.1 billion, with EUR 700 million from the 

Bank’s own capital and the remainder from the Green Climate Fund (GCF) and other donors. Given the 

sizeable amount from the GCF, in the form of concessional loans and grants for both capex and TC and 

the requirement to confirm to GCF the availability of Bank co-financing, GrCF2 is divided into two 

windows: Window I for GCF co-financing and Window II for non GCF co-financing. Since 2016, the 

GrCF and GrCF2 have mobilised nearly EUR 1.5 billion in EBRD and donor funding.  [REDACTED] 

 


