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ABBREVIATIONS / CURRENCY CONVERSIONS  
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CDP Corporate Development Programme 
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ESDD Environmental and Social Due Diligence 

  

EUR Euro 
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CURRENCY EQUIVALENTS 

(for the purpose of this paper and unless otherwise stated) 

Currency Unit = EUR & TRY 

1 EUR = 9.03 TRY 
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PRESIDENT’S RECOMMENDATION  

 

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

Metropolitan Municipality (the “IMM” or the “City”), a public legal entity established and 

governed under the municipal laws of Turkey, are submitted for consideration by the Board 

of Directors.  

 

The facility will consist of a loan to the City in the amount of up to EUR 125 million. 

 

The operation will support the construction of the first phase of the M2 Buca metro line, 

connecting the Buca district with the railway system and promoting sustainable urban 

mobility in one of Turkey’s most congested cities. The Project is the third phase of the City’s 

metro network investments under the Izmir Transportation Master Plan (2019). 

[REDACTED]  

 

The Project is a part of Izmir’s engagement in EBRD Green Cities, combining strategic 

planning with targeted investment. The expected transition impact of the Project is derived 

from (i) the Green transition quality as this Project is a ‘follow-on investment’ under the 

City’s Green City Action Plan (“GCAP”) and will lead to a significant reduction in GHG 

emissions and air pollutants by encouraging modal shift from private car usage to public 

transport and a shift from surface transport to low emission metro transport, as such it is also 

a 100 per cent Green Economy Transition (“GET”) project; and (ii) the Resilient transition 

quality, as the Project will support the establishment of a fixed asset management division 

within Metro Izmir and the development of a Land Value Capture model, as part of the 

Corporate Development Programme.     

     

TC support for this operation was provided by the EBRD Shareholder Special Fund (“SSF”) 

to support preparation of the Project. TC support is expected to be provided by the SSF or an 

international donor to support project implementation and development and implementation 

of the Corporate Development Programme. 

 

I am satisfied that the operation is consistent with the Bank’s Strategy for Turkey, the 

Municipal and Environmental Infrastructure (MEI) Sector Strategy, the Green Economy 

Transition Approach 2021 – 2025 and with the Agreement Establishing the Bank. 

 

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

attached Report. 
 

 

 

 

 Odile Renaud-Basso 
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BOARD DECISION SHEET 
 

TURKEY – Izmir Metro Project III - DTM 51599 

Framework:  REGIONAL – Green Cities Framework 2 - Window 2 - DTM 50674 

Transaction /   Board 

Decision  

Board approval is sought for a senior loan of up to EUR 125 million in favour of Izmir 

Metropolitan Municipality (“IMM”) for the construction of 13.4km metro line, including 

11 stations, a depot and an additional 6 km of access tunnels in the city of Izmir in 

Turkey.  

This operation is proposed under the Green Cities Framework 2 – Window II (“GrCF2 

W2”) approved by the Board on 31 October 2018. 

Client Izmir Metropolitan Municipality is a public legal entity established and governed under 

Turkish municipal laws. IMM is the third largest municipal entity in Turkey with a 

population of 4.4 million. 

Main Elements of the 

Proposal 

Transition impact:  

 Primary Quality – Green. The Project is a follow-on investment under Izmir’s 

Green City Action Plan (“GCAP”), and fully contributes to the transition 

objectives of the Green Cities Framework 2 by focusing on Green as the 

primary transition quality. The Project will address GHG emissions and air 

pollution concerns, prioritised in Izmir’s GCAP, by abating CO2 eq. emissions 

[REDACTED], NOx emissions [REDACTED] and Particulate Matter (PM) 

emissions [REDACTED] annually. The Project will achieve this by 

incentivising a modal shift away from private vehicle usage and from surface 

transport to low emission metro transport. 

 Secondary Quality – Resilient. The Project contributes to the Resilient quality 

through the establishment of a fixed asset management division under Izmir 

Metro Company and the development of a Land Value Capture Model, as part 

of the Corporate Development Programme. 

Additionality: The Bank’s financing is additional due to the financing structure, standard 

setting and knowledge, innovation and capacity building. The Bank’s financing provides 

long term finance to a Turkish municipality, which would otherwise only be available 

with a sovereign guarantee and/or via a state-owned financial intermediary. In addition, 

the Bank will assist the City in addressing environmental challenges identified in its 

GCAP as well as development and implementation of a CDP. 

Sound banking: The City is rated BB- Negative by Fitch and B1 Negative by Moody’s. 

A review of financial projections and stress testing indicates that the City is creditworthy 

and has sufficient repayment capacity. 

Key Risks Revenue risk: The Project will be structured as a direct loan to the City [REDACTED] 

Affordability risk: The loan relies exclusively on the City budget for repayment. There is 

no impact on user affordability, as fares for the new metro lines are planned to be 

consistent with current bus and minibus fares, and are thus not subject to loan 

conditionality. 

Leverage [REDACTED]  

Foreign exchange risk: [REDACTED] 

Contracting/Implementation risk: The City’s two stage tendering supported by external 

consultants, will help mitigate these risks. 

Strategic Fit Summary The proposed Project is consistent with the Bank’s strategy for Turkey, which 

emphasises increased environmental performance with a focus on emissions reductions 

under EBRD Green Cities. The Project is also in line with the Bank’s Municipal and 

Environmental Infrastructure (MEI) Sector Strategy as it supports green and sustainable 

investments and it is fully in line with the Green Economy Transition Approach 2021 – 

2025. 
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ADDITIONAL SUMMARY TERMS FACTSHEET 

EBRD Transaction A senior loan of up to EUR 125 million in favour of Izmir Metropolitan 

Municipality for the construction of a 13.4 km metro line, including 11 

stations, a depot and an additional 6 km of access tunnels in the city of Izmir in 

Turkey. The transaction is a follow-on investment under Izmir’s GCAP 

through its participation in EBRD Green Cities programme, which identified 

climate mitigation and air pollution as priorities.   

Existing Exposure Exposure to Izmir Metropolitan Municipality (EUR 122 million): 

 Turkey: Izmir Ferries Project (OpID: 44457): EUR 42.2 million loan to 

IMM, [REDACTED]; 

 Turkey: Izmir Metro Project I (OpID 46435): EUR 23.5 million loan to 

IMM, [REDACTED]; 

 Turkey: Izmir Metro Project II (OpID: 48348): EUR 80 million loan to 

IMM, [REDACTED]. 

Maturity / Exit / 

Repayment 

Up to 12-year tenor [REDACTED] 

Potential AMI eligible 

financing 

None. 

 

Use of Proceeds The proceeds of the Bank’s loan will be used for the construction of 13.4 km of 

metro line, including 11 stations, a depot and an additional 6 km of access 

tunnels.  [REDACTED] 

Investment Plan 

 

[REDACTED] 

Financing Plan  [REDACTED] 

Key Parties Involved  Izmir Metropolitan Municipality, the Borrower; 

 [REDACTED] Izmir Metro, the Operator. 

Conditions to 

subscription / 

disbursement  

[REDACTED] 

Key Covenants  

 

[REDACTED] Implementation of Environmental Social Action Plan 

(“ESAP”). 

Security /  

Guarantees 

None. [REDACTED] 

Other material 

agreements  

[REDACTED] 

Associated Donor 

Funded TC and co-

investment 

grants/concessional 

finance 

Pre-signing: 

TC1: Technical, Financial, Environmental, Gender and Social Due 

Diligence. The assignment includes contracting, supervision and 

implementation arrangement review. The cost of the assignment is EUR 

200,000, financed by the EBRD Shareholder Special Fund (“SSF”). 

TC 2: Pre-signing Procurement Support. Consultancy support to review the 

design specifications and support to Izmir for the application of the EBRD 

PP&Rs for the contracts proposed for financing by the EBRD. The cost of the 

assignment is EUR 74,000, financed by the SSF.  

Post-signing: 

TC 3: Implementation Support: Project Implementation Support Services to 

the Company to include the organisation of a transparent procurement process 

for the metro extension as well as assistance to IMM for the preparation of 

tender documents in line with the EBRD PP&Rs for the contracts proposed for 

financing by the EBRD. [REDACTED] 

TC 4: Corporate Development Programme. Assistance to the Company to 

review and improve asset management practices and development of a Land 

Value Capture model to identify best practice approaches to land value capture 
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in Izmir and organise, prepare and manage seminars with municipal and 

ministry representatives, land developers and relevant private sector 

stakeholders in Izmir. The estimated cost of the assignment is EUR 450,000, 

proposed to be financed by an international donor or the SSF.  

 

Reimbursement: the TCs are non-reimbursable transactional TCs, needed to 

support preparation of the project and assist the City in project implementation, 

corporate development and sustainable city planning. 

 

Cost sharing:  

The City will make a parallel contribution to the Project by financing the 

Construction Supervision Services TC from its own resources. 

 

[REDACTED] Additionally, IMM will also provide in-kind support in the 

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

work. 

 

[REDACTED] 
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INVESTMENT PROPOSAL SUMMARY 

 

1. STRATEGIC FIT AND KEY ISSUES 

 

1.1 STRATEGIC CONTEXT    

 

Izmir is the third largest city in Turkey with 4.4 million inhabitants. The City’s population is 

steadily increasing at approximately two per cent annually.  Such growth has placed stress on 

the City to provide services necessary for its population, including urban transport and 

mobility. Increasing motorisation is leading to high levels of congestion, air and noise 

pollution and a growing number of traffic accidents. Given Izmir’s unique geography, old 

style narrow streets and growing population, there is a strong need to enhance the delivery of 

efficient, reliable and environment-friendly urban transport services. The Project’s support 

for an improved metro system will serve this purpose as it interlinks municipal bus, suburban 

rail and tram networks and improves east-west links. It will add new daily passengers to the 

City’s public transport network, supporting a substantial modal shift from existing surface 

transport modes, notably bus and minibus, to a low-carbon metro mode.  

 

The proposed Project is expected to result in safer and more reliable transport services 

[REDACTED] passengers [REDACTED] and will significantly reduce high traffic 

congestion and noise pollution. The new Buca line, together with its integration to the 

existing network, will replace high-carbon modes such as urban buses and minibuses that use 

fossil fuels achieving transport modal shift thereby reducing GHG and air pollutant 

emissions from transport in Izmir. These improvements will significantly reduce air pollution 

with the estimated abatement of emissions of [REDACTED] CO2, [REDACTED] NOx and 

[REDACTED] PM [REDACTED] resulting in [REDACTED] reduction in GHG emissions 

compared to current conditions. [REDACTED]  

 

The investment is a sub-project under EBRD Green Cities (Green Cities Framework 2 – 

Window II or “GrCF2”), and is a ‘follow-on investment’ under Izmir’s Green City Action 

Plan (“GCAP”). In addition to improving public transport services, the Project will support 

the City to address two of the key environmental challenges identified by the GCAP of 

climate mitigation and air pollution. The Project is eligible under EBRD Green Cities due to 

its significant GHG reductions and impacts on air pollution, aligning with the City’s GCAP. 

The Project is directly linked to a GCAP action enhancing sustainable urban mobility 

through enabling more diverse modes of low carbon transportation alternatives whilst 

reducing traffic congestion. 

 

The Project is consistent with the Bank’s strategy for Turkey which emphasises increased 

environmental performance with a focus on emissions-reductions initiative under EBRD 

Green Cities, and Municipal and Environmental Infrastructure (MEI) Sector Strategy as it 

supports green and sustainable investments. It is also fully in line with the Green Economy 

Transition Approach 2.1. 

 

The Project contributes to a host of UN Sustainable Development Goals (SDGs), including: 

SDG 3. Good Health and Well-being, SDG. Industry, Innovation and Infrastructure, SDG 11. 

Sustainable Cities and Communities, SDG 12. Responsible Consumption and Production, 

and SDG 17. Partnerships for the SDGs. 
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Covid-19 has had both operational and financial impacts on municipalities, however on the 

financial side, municipalities are not affected negatively as much as expected by the Covid-

19 crisis in Turkey. [REDACTED]. 
 

1.2 TRANSITION IMPACT       

 

The GrCF2 represents a strategic and multi-project approach seeking to help identify and 

address environmental challenges in selected large cities in our countries of operation. The 

primary goal is to achieve significant environmental improvements and to promote the 

Green transition quality within the relevant cities. In addition to the environmental objective, 

the GrCF2 also promotes sustainable cities through inclusive, resilient, well-governed and 

smart urban development. Depending on which area can generate the strongest and most 

relevant transition impact, either Well-governed, Inclusive, Resilient or Competitive will 

be pursued and presented as the secondary transition quality for each sub-Project under the 

framework. These transition objectives are supported by the development and 

implementation of a city-specific GCAP aiming to identify environmental challenges, 

facilitate better coordination and buy-in among stakeholders and help to prioritise and 

develop the best ways to address the environmental challenges through targeted investments, 

services and policy instruments. 

 

This Project will contribute to achieving Framework objectives in the following ways:  

Green: The Project will primarily help to promote the Green transition quality by 

supporting the City to implement its GCAP and address its prioritised environmental 

challenges. The Project is in line with the Bank’s GET approach. The new line, together with 

its integration to the existing network, will replace high-carbon modes such as private cars, 

urban buses and minibuses that use fossil fuels achieving transport modal shift thereby 

reducing GHG and air pollutant emissions from transport in the City. The Project is also 

expected to significantly reduce high traffic congestion and noise pollution. 

 

Resilient: The Bank will provide technical assistance to review and improve asset 

management practices through the establishment of a fixed asset management division under 

Izmir Metro Company, as part of the Corporate Development Programme. The CDP will 

also support further efficiency improvements and opportunities for private sector 

involvement. The Project will also pursue the development of the Land Value Capture model 

by the City.   

 

[REDACTED] 
 

1.3 ADDITIONALITY 

 
Identified triggers Description 

A subsequent/consecutive 

transaction with the same 

client/group either with the same 

use of proceeds or in the same 

country (repeat transaction). 

The proposed project is a follow-on investment stemming from 

the City’s GCAP, addressing two of the identified key 

environmental challenges (Air Quality and GHG emissions).  

The City is also working on addressing another key challenge 

identified under GCAP (Water Quality) and expect to complete 

two water infrastructure projects to be financed by IFC and AFD.  
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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, e.g. a longer 

grace period. Such financing is necessary to 

structure the project. 

The Bank will be additional by providing long 

term financing to a Turkish municipality that 

would otherwise only be available to borrow 

with a sovereign guarantee and/or through an 

intermediary agency [REDACTED]  

Policy, sector, institutional, or regulatory change EBRD’s involvement will trigger a change in the 

institutional setup through the establishment of 

better asset management practices and the 

introduction of a land value capture model. 
[REDACTED] 

Standard-setting: helping projects and clients 

achieve higher standards 

 Client seeks/makes use of EBRD expertise on 

corporate governance improvements, 

including for climate risk mitigation. 

 Client seeks/makes use of EBRD expertise on 

higher environmental standards, above 

‘business as usual’ (e.g. adoption of emissions 

standards, climate-related ISO standards etc.). 

 Client seeks/makes use of EBRD expertise on 

best international procurement standards. 

 Client seeks EBRD expertise on higher 

inclusion and gender standards and/or equal 

opportunities action plans. 

EBRD credit, transition impact, procurement and 

environmental (as reflected in the GET 

contribution) related conditionalities 

[REDACTED] 

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 has relevant sector and municipal 

knowledge and will mobilise TC funding to 

support the City in implementing the project and 

development and implementation of a CDP. The 

Project will be procured under EBRD’s PP&R.  

 

 

1.4 SOUND BANKING - KEY RISKS 

 

Risks Probability / 

Effect 

Comments 

Country risk Medium/ 

Medium 

[REDACTED]  Turkey’s strong demographics, post-municipal 

elections structural reforms and continuing support to enhance 

industrial competitiveness and the business environment are 

expected to generate sustainable growth.Izmir’s economy is 

dynamic and diversified, contributing around 6.2 per cent to 

national GDP and ranking 3rd amongst Turkey’s 81 provinces. 

Izmir is also the 3rd largely populated city in Turkey with 4.3 

inhabitants. [REDACTED]. 

Covid-19 Risk Medium/ 

Medium 

[REDACTED]The City financially performed well in the first 9 

months of 2020 compared to the same period in 2019. 

[REDACTED]  

Financial balance Medium/Low [REDACTED]The City has credit ratings of BB- Negative and B1 

Negative from Fitch and Moody’s. 

Leverage Medium/ 

Medium 

[REDACTED].   The City has a solid performance historically, 

[REDACTED] indicating the City’s capacity to pay off its incurred 

debt. [REDACTED].  The City is not expected to default on any 
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future payments [REDACTED] 

FX and interest 

rate risk 

High/ 

Medium 

[REDACTED]  The Bank conducted an exchange rate sensitivity 

analysis under a variety of potential devaluation scenarios 

[REDACTED] 

 

 

2. MEASURING / MONITORING SUCCESS  

Overall objectives of project  Monitoring benchmarks Implementation timing 

- On-time project implementation 

 

 

- Capacity development 

 

 

- Good financial and operational 

performance 

Completion according to 

the timeline and within the 

budget 

Development and 

implementation of CDP 

 

Revenue, profitability, 

cash-flows in line with 

projections. 

[REDACTED] 

Information collected at sub-project level will be aggregated and used to inform Framework level monitoring. 

 

Primary quality: Green 

 

Obj. 

No. 

FW 

Monitoring 

Indicator 

Corresponding 

Sub-Project 

Monitoring 

Indicator 

Details (FW) 
Details for Specific 

Sub-Project 

 

Baseline 

(Sub-

Project) 

 

 

Target 

(Sub-

Project) 

 

 

Due date 

(FW) 

 

1.1 Number of 

recommended 

policy or 

strategy 

agreed by 

relevant 

stakeholder(s) 

 

Recommended 

policy or strategy 

agreed by 

relevant 

stakeholder(s) 

 

New Green City Action 

Plans:  30 new GCAPs 

finalised and submitted for 

approval by relevant 

authorities, and includes 

priority actions and a 

monitoring strategy in each 

participating City. 

[REDACTED]  

Izmir’s GCAP was 

approved by the City 

Council (or 

equivalent) in 

December 2020 

including an 

implementation and 

monitoring strategy 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

1.2 Performance 

or action plan 

implemented 

by the client  

Performance or 

action plan 

implemented by 

the client  

Strong follow-on support: 
50% of transactions (under 

GrCF2 and future extensions) 

are follow-on investments 

addressing priority 

environmental challenges 

identified in the GCAPs. 

The Project is a 

follow-on investment 

from the GCAP that 

addresses the priority 

challenges of climate 

mitigation and air 

pollution.  

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

1.3 Performance 

or action plan 

implemented 

by the client 

Performance or 

action plan 

implemented by 

the client 

Multiple green investments: 

Each participating city makes 

on average at least 3 

investments (with or without 

EBRD financing)  that 

address priority 

environmental challenges 

identified by the GCAP, 

where all EBRD financed 

projects will meet the  

extended Framework’s 

eligibility criteria for 

investments. 

The Project will be 

signed and 

implemented and 

meets the eligibility 

criteria for 

investments under 

GrCF2.  The Project 

reduces GHG 

emissions 

[REDACTED] 

compared to current 

conditions.  

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

1.4 Performance 

or action plan 

implemented 

by the client 

Performance or 

action plan 

implemented by 

the client 

Effective GCAP 

implementation: 

The Framework achieves at 

least 50 per cent of all 

verifiable targets, set in the 

The Project addresses 

the GCAP target of 
enhancing sustainable 

urban mobility 

through enabling 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 
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Project Monitoring Indicators   

 

Indicator Projected Impact Implementation Timing 

Green 

Total Population benefitting from the 

new metro line (individuals) 

[REDACTED] [REDACTED] 

Annual reduction in tonnes of CO2 

equivalent emissions  

(tonnes CO2 eq / yr) 

[REDACTED] [REDACTED] 

Annual reduction in NOx emissions 

(tonnes NOx / yr) 

[REDACTED] [REDACTED] 

Annual reduction in particulate matter 

(PM) emissions  

(tonnes PM / yr) 

[REDACTED] [REDACTED] 

 

GCAP, within 5 years after 

the respective GCAP 

finalisation (including both 

investments and well-defined 

policy measures). 

more diverse modes 

of low carbon 

transportation 

alternatives whilst 

reducing traffic 

congestion. 

1.5 Improved 

environmental 

standards 

Improved 

environmental 

standards 

Environmental impact: 

The Framework achieves 

significant environmental 

improvements for at least one 

priority environmental 

challenge, i.e. the promotion 

or protection of certain 

performance levels (colour 

codes) for priority 

environmental challenges as 

specified in the GCAPs, for 

more than 50 per cent of the 

Green Cities.  

While the Project 

reduces GHG and air 

pollution emissions, 

the relevant 

environmental 

improvements within 

the respective cities 

will not be monitored 

at project level.  

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

Secondary quality: Resilient 

 

Obj. 

No. 

FW 

Monitoring 

Indicator 

Corresponding 

Sub-Project 

Monitoring 

Indicator 

Further Details Sub-Project 

level 
Details for Specific 

Sub-Project 

 

Baseline 

(Sub-

Project) 

 

 

Target 

(Sub-

Project) 

 

 

Due date 

(Sub-

Project) 

 

2.1 Number of 

clients 

introducing 

new 

financing 

instrument or 

method: 

New financing 

instrument or 

method 

introduced: land 

value capture 

model  

Improved access to new 

sources of 

financing or funding i.e. 

introduction of land value 

capture model 
 

The project will 

support the 

development of a land 

value capture model, 

and support the 

identification and 

earmarking of 

specific revenues 

from relevant 

commercial/real 

estate activities 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

2.2 Number of 

institution-

level 

capacity 

strengthened 

in target area 

Institution-level 

capacity 

strengthened 

in target area 

Promote and help implement 

priority policy actions, as 

identified in the GCAP, to 

enhance urban resilience 

(including better asset 

management). 

The project will 

support the 

establishment of a 

fixed asset 

management division. 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 
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3. KEY PARTIES  

 

3.1 BORROWER  

 

Izmir is Turkey’s third largest city with a population of nearly 4.4 million. It has a diversified 

economy including a large port and a growing industrial base, including tourism.  

 

IMM is a public legal entity established and governed under Turkish law. It provides 

municipal services either directly or through its companies for such services as water supply, 

wastewater treatment, solid waste management, transportation, gas distribution, housing, and 

urban planning amongst others. Increasing motorisation is leading to high levels of 

congestion, air and noise pollution and increasing accident rates in Izmir. To foster economic 

growth and increase the quality of life of its residents, the City initiated a series of transport 

related investments in the late 1990s designed to relieve road congestion through the creation 

of an integrated urban transport system. The Bank supported this development by co-

financing the modernisation of the ferries and traffic control system in 2013 and the 

procurement of 85 metro vehicles in 2014. The Bank then continued to its engagement with 

the City through participating in the funding of the construction of Fahrettin Altay-Narlidere 

metro line in 2018, which also facilitated the preparation of GCAP as a trigger investment. 

Extension of the metro network is a priority for IMM, as it will enable the City to increase 

interconnectivity and reduce congestion. 

 

3.2 IZMIR METRO 

Izmir Metro is a wholly-owned municipal company subject to Turkey’s commercial code. 

Established in 1999 to operate Izmir’s metro system, the Company currently operates a 

metro network of 19.5 km with a fleet of 172 metro vehicles. It also operates a tram network 

of 8.5 km. While assets of the rail system (e.g. vehicles, station equipment, etc.) are owned 

by the City, the Company manages and operates the system.  [REDACTED] 

 

The Company has 655 employees, of which 245 are drivers. Activities traditionally 

outsourced include cleaning and security services. The management of the Company is 

appointed by the City.   

 

Izmir Metro has been improving its management practices and has several certifications in 

relevant processes, including ISO 9001 Quality Management System, ISO 14001 

Environmental Management System, OHSAS 18001 Occupational Health and Safety 

Management System, amongst others. The City and the Company implemented a monitoring 

system with several KPIs to improve operational efficiency under the first Izmir Metro 

Project, resulting in a state-of-art self-benchmarking tool. 
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4. MARKET CONTEXT 

 

There are 1397 municipalities in Turkey which provide municipal services (i.e. water, waste 

water, transport, road construction, zoning plans etc.). These municipalities are grouped as 

follows: (i) Metropolitan Municipality; (ii) City Municipality; (iii) District Municipality 

within a Metropolitan Municipal Area; and (iv) District Municipality. Municipalities are 

headed by a mayor and municipal council administering an autonomous budget, audited by 

the Ministry of Interior and Court of Accounts on a random basis. Both the mayor and 

municipal council members are elected every five years. 

 

Izmir’s public transport system is a multi-modal system, organised to include 

interconnectivity between a variety of transport modes such as (i) rail systems, (ii) ferry 

lines, (iii) bus networks, (iv) privately owned buses, (v) privately owned minibuses and (vi) 

taxis. The City is responsible for providing and monitoring urban transport services in Izmir. 

Rail systems, ferry lines and bus networks are owned and operated by the City. The network 

is complemented by privately owned buses, minibuses and taxis[REDACTED] Privately 

owned buses receive operation rights for designated routes through official tendering 

processes carried by the City.  [REDACTED] Minibuses can only operate on designated 

routes. Tariffs are set by transport coordination committee of Izmir (“UKOME”), which is 

an independent public sector entity.  

 

Rail system and bus investments are funded by the City’s own budget or investment loans 

provided by financial institutions. These investments are subject to strict approval 

methodology set by law and closely monitored by the central government. Investments need 

to be in line with Izmir’s transport master plan (revised 2019). 

 

 

5. FINANCIAL / ECONOMIC ANALYSIS 

 

5.1  FINANCIAL PROJECTIONS  

[REDACTED] 

5.2 SENSITIVITY ANALYSIS 

 
[REDACTED] 

 

5.3 PROJECTED PROFITABILITY FOR THE BANK 

 
[REDACTED] 
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6. OTHER KEY CONSIDERATIONS 

6.1 ENVIRONMENT 

 

Categorised B (2014 ESP). The impacts and risks associated with the project are readily 

identified and can be managed through the implementation of the identified mitigation 

measures. The project has been subject to an environmental and social appraisal carried out 

by independent consultants who also undertook audits of the E&S policies and management 

systems of both Izmir Metro (IM) responsible for metro operations and Izmir Metropolitan 

Municipality (IMM) responsible for construction of the project. This due diligence included 

meetings with the operator and municipality and visits to the main project sites and a detailed 

audit of the Client’s performance on implementation of the Bank Performance Requirements 

in the ongoing Bank financed metro project.  The ESDD confirmed that the Client is 

generally on track in implementation and reporting of the ESAP requirements agreed for the 

ongoing metro project with some improvement areas remaining such as recording of all 

stakeholder engagement and social monitoring activities, all of which are included in the new 

ESAP.  

 

The proposed project, Izmir Buca Metro line, is a sub-project under the EBRD Green Cities 

Programme and consists of 13.4 km underground metro line with 11 stations. The Project 

will cross under state owned lands in residential areas and so will not require resettlement or 

land acquisition. It is not located within any biodiversity or nature reserve areas or national 

parks. The local authorities have decided that the project does not require a full 

Environmental Impact Assessment. 

 

The Project is expected to result in safer and more reliable transport services for 

[REDACTED] passengers [REDACTED] and will help to reduce traffic congestion and 

noise pollution. The new Buca line, together with its integration to the existing network, will 

replace high-carbon modes such as private cars and minibuses, thereby reducing air 

pollution, with the abatement of emissions of [REDACTED] CO2, [REDACTED] NOx and 

PM, resulting in [REDACTED] reduction in GHG emissions compared to current conditions. 

 

The project will be constructed using the Tunnel Boring Method (TBM), which means that 

impacts during construction will be largely confined the areas around the new stations. These 

are located on lands owned by IMM. Some local businesses around the metro stations can be 

affected due to construction nuisance such as traffic, noise and dust impacts. Other impacts 

anticipated during the construction phase are; occupational health & safety, labour, and 

working conditions of contractor employees, emergency planning, noise and potential 

vibration risks to the old buildings, cultural heritage impacts at Kasaplar Square and waste 

management. During the operation phase, the potential impacts are generally less significant 

and relate to noise, pollution control, and management of fire safety risks, labour issues and 

community safety and security issues during transportation. Management of gender based 

violence and harassment risks (GBVH) to workers and communities are identified as an area 

for improvement during ESDD in line with the new 2019 ESP. To mitigate these impacts, 

the client is required to undertake the measures defined in the ESAP and monitor the 

implementation.  

 

The environment and social audit found that Izmir Metro has good existing EHS 

management systems that meet the requirements of ISO14001, OHSAS 18001:2014, ISO 

9001, and ISO 1002:2014 Customer Satisfaction and Complaints Handling System and ISO 

50001 Energy Management Systems.  Labour standards are in line with Turkish Labour Law 
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and both IM and IMM have existing grievance mechanisms for workers and communities.  

[REDACTED]  

 

An ESAP has been developed that addresses the risks associated with construction and 

operation of the new metro line and other relevant issues identified during the audit of the 

current metro construction. [REDACTED]  

 

IMM will be required to develop a contractor-monitoring programme on E&S issues and 

ESD will monitor the project and ESAP implementation through regular reports from the 

client and site visits, as needed. The Bank will provide technical support through a grant 

agreement to ensure E&S issues and risks are monitored and reported in line with the Bank 

requirements. 

 

6.2 INTEGRITY    

 

[REDACTED] No integrity concerns were identified regarding Izmir Metro and it was 

concluded that this Project does not pose an unacceptable reputational risk to the Bank. The 

IFC and EIB have also extended loans to the Izmir Metropolitan Municipality. The Bank’s 

procurement policies and rules will apply to this proposed transaction.  

 

All actions required by applicable EBRD procedures relevant to the 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. 
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ANNEX 1- PROJECT INFORMATION 

 

Buca Metro is the third phase of the Izmir Metro Network and consists of the first phase M2 

Buca Hatti metro line of 13.4 km length. The Line will start at Bozyaka and there will be 11 

stations [REDACTED] Buca line will meet with second stage line along F. Altay-Bornova at 

Üçyol Station, with İZBAN line at Şirinyer Station. [REDACTED]   

 

The procurement of the metro vehicles is not under the scope of this Project and will be 

procured separately [REDACTED] 

 

The tender process will be launched according to the Banks’ PP&R and construction is 

expected to start in [REDACTED] 2021. 

 

The City established the first phase of its Light Rail Transit (“LRT”) network in 2000. The 

system was called Izmir Metro although it is primarily an above ground LRT system. Izmir 

metro connects districts from east to west while IZBAN, Izmir’s suburban rail network, 

connects districts from north to south in Izmir.  IZBAN was established in 2010 as a joint 

venture between Turkish State Railways (“TCDD”) and the City. [REDACTED] IZBAN is 

suburban commuter rail system in Izmir [REDACTED] Izmir Metro and IZBAN are 

currently connected via two stations in the city centre; Halkapinar and Hilal. Therefore, the 

Project will not only connect western suburbs of Izmir to the eastern parts, but also to the 

southern and northern suburbs.  

 

 

ANNEX 2- FINANCIAL ANALYSIS OF THE CITY 

 

[REDACTED] 

 

 

ANNEX 3 - FINANCIAL ANALYSIS OF THE COMPANY 

[REDACTED] 
 

 

 

ANNEX 4 - ECONOMIC ASSESSMENT OF THE PROJECT 

 

[REDACTED] 
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ANNEX 5 – PROJECT IMPLEMENTATION 

 
[REDACTED]  The EBRD financed project will be implemented through a Project 

Implementation Unit (PIU) acceptable for the Bank to be created by the Client.  All 

procurement under the project will be in line with the requirements of EBRD’s PP&R. 

[REDACTED]  

 

Project Implementation arrangements 
 

Project Structural Organization 

[REDACTED] The Municipality has a good experience of EBRD financed project based on 

three existing projects, where all procurement processes were launched under the  EBRD 

Procurement Policies and Rules with the assistance of an external PIU consultant (Izmir 

Ferries Project, Izmir Metro Project and Izmir Metro Project II). 

[REDACTED] In order to provide adequate support to the PIU, a procurement expert will 

provide support during the procurement phase of the project followed by an implementation 

support team. 

 

The Project 

The Project consists in one works contract for construction of 13.4 kilometres metro line 

[REDACTED] that will be tendered using two-stage open tender method.  The contract will 

be using the Red FIDIC book. [REDACTED]  

Procurement arrangements 

The Project is classified as a public sector operation for procurement purposes.  The Client 

already set up a PIU which consists of procurement and technical specialists from the City’s 

relevant departments and the technical specialists from the Company.  The PIU was set in the 

Municipal Rail Systems Department.  

The tender for the works contract will be launch under Two Stage - Open Tendering 

procedure in accordance with the PP&R for the public sector.  The works contract is 

expected to be awarded in the second half of 2021. 

The Bank is providing, through TC, external independent experts to support the Client in all 

aspects concerning the procurement implementation of the works contract.  

The works contract financed under this Project will be subject to Bank’s prior review in 

accordance with the PP&R. All procurement processes under the Project shall be done by 

using ECEPP. [REDACTED] 
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ANNEX 6 – 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] 


