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1  As per section 1.4.8 of EBRD’s Directive on Access to Information (2019), the Bank shall disclose Board reports for 

State Sector Projects within 30 calendar days of approval of the relevant Project by the Board of Directors. 
Confidential information has been removed from the Board report. 

 

For the avoidance of any doubt, the information set out here was  accurate as at the date of preparation of this 
document, prior to consideration and approval of the project. 
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ABBREVIATIONS  

CAPEX Capital Expenditure 

CEDIS Crnogorski Elektroprenosni Sistem  

CGES Crnogorski Elektroprenosni Sistem  

CO2eq Carbon dioxide equivalent 

COTEE  Crnogorski operator tržista električne energije 

CPI  Consumer Prices Index 

DSCR Debt Service Coverage Ratio 

E&S Environmental and Social  

EBITDA Earnings Before Interest, Taxes, Depreciation, and Amortization 

ECEPP  EBRD Client E-Procurement Portal  

EIA Environmental. Impact Assessment  

EPCG Elektroprivreda Crne Gore a.d. Nikšić  

ESAP Environmental and Social Action Plan 

ESDD Environmental and Social Due Diligence 

ESMS Environmental and Social Management System  

EU European Union 

EUR Euro  

EURIBOR Euro Interbank Offered Rate  

EYA Energy Yield Assessment 

GW Gigawatts 

GWh Gigawatt hours 

HV High Voltage  

LTA Lenders’ Technical Advisor 

MW Megawatts 

MWh Megawatt hours 

NECP National Energy and Climate Plan  

NGFS Network for Greening Financial Systems  

O&M Operations & Maintenance 

OCF  Operating Cash Flow 

OHTL Overhead Transmission Lines  

PP&R  Procurement Policies and Rules  

PPA Power Purchase Agreement 

RE Renewable Energy 

RES Renewable Energy Sources 

SC Supply Chain  

SEP Stakeholder Engagement Plan  

SPP Solar Power Plant 

SPV Special Purpose Vehicle 

TPP Thermal Power Plant 

WPP Wind Power Plant 

WTG Wind Turbine Generator 

 
Montenegro uses the Euro as its currency 

 

WEIGHTS AND MEASURES 

 
 1 Megawatt (MW) = 1,000 kilowatts (103 kW) 
 1 Gigawatt (GW) = 1 million kilowatts (106 kW) 

  
 1 Megawatt-hour (MWh) = 1,000 kilowatt-hours (103 kWh) 
 1 Gigawatt-hour (GWh) = 1 million kilowatt-hours (106 kWh)  
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PRESIDENT’S RECOMMENDATION 

 
This recommendation and the attached Report concerning an operation in favour of Elektroprivreda 
Crne Gore a.d. Nikšić (“EPCG” or the “Borrower”), a majority state-owned electricity utility of 
Montenegro, active in production, distribution and supply of electricity in Montenegro and Green 

Gvozd LLC (“Green Gvozd” or the “Co-borrower”), a special purpose vehicle for the development 
and operation of wind farm, are submitted for consideration by the Board of Directors. 
 
The facility will consist of a secured corporate loan to EPCG in the amount of up to EUR 82 million. 

[REDACTED].  
 
The corporate loan will be used to finance the second wind farm in Montenegro, and the first sizeable 
intermittent renewable energy project to be financed by EPCG. In many ways, this project will be a 

milestone for EPCG: it will be the Borrower’s first significant new generation asset to be implemented 
in over 40 years, as well as its first wind farm. EPCG’s investment in such renewables forms a 
cornerstone for the company’s decarbonisation path and green energy transition.  
 

The expected transition impact of the project is Green due to the policy dialogue aimed at helping the 
country develop its first renewable energy law, and the demonstration of a replicable model for the 
private sector development of such projects and a reduction in Montenegro's carbon intensity, with 
expected CO2 emission reductions of more than 104,000 tCO2 annually, as well as the introduction of 

new, renewable generating capacity with a company that has had no large-scale investment in the 
electricity generation sector since 1980s. The Project is classified as 100% GET. 
 
I am satisfied that the operation is consistent with the Bank’s Strategy for Montenegro 2021-2026, 

Energy Sector Strategy 2019-2023, 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 
  

MONTENEGRO – GVOZD WINDFARM – DTM 50427 

Transaction /   
Board 

Decision  

Board approval
2
 is sought for a senior secured loan of up to EUR 82 million to Elektroprivreda 

Crne Gore a.d. Nikšić (“EPCG,” or the “Company”) and Green Gvozd LLC (“Green Gvozd” 

or the “Co-borrower”), each a corporation registered in Montenegro. The loan will finance the 

construction of a 55 MW wind power plant in Gvozd and associated facilities consisting of 18 

km of 110 KV transmission lines and 3 substations (the “Project”), and the acquisition of 
Green Gvozd, helping accelerate EPCG’s decarbonisation plan and clean energy transition. 

Client EPCG is the national electricity utility of Montenegro, active in the production, distribution 

and supply of electricity. EPCG is 99% owned by the Government of Montenegro and 1% is 

floated on the Montenegro stock exchange. EPCG reported revenues of EUR 364 million and 
EBITDA of EUR 82 million in 2021 on a total asset base of EUR 1.3 billion. 

Green Gvozd is a special purpose vehicle, currently owned by EPCG (7%) and Ivicom 

Consulting GmbH (93%). Green Gvozd is expected to be acquired and 100% owned by EPCG. 

Main 

Elements of 
the Proposal 

Transition impact: The Project contributes to the Green quality as it will result in the 

installation of 55 MW renewable energy generation capacity, yielding at least 141 GWh 
annual renewable energy production per year. It is expected to deliver CO2 emission savings 

of at least 104,000 tonnes annually. The Project is rated via the GET Direct Track (100% 

GET), where it also triggers TI uplifts for Physical Scale and Policy Engagement through 

support in introducing a RES law. 

Additionality: Bank’s additionality in this transaction is closely linked to the access to debt 
financing in the Montenegrin renewable market. The proposed transaction brings in not only 

financial additionality but also facilitates know-how transfer assisting a public utility develop 

its first wind park project. EBRD’s participation in the Project was critical to secure a longer 

tenor duration for the loan and better align repayment with the operational period of the 

project.  

- Sound banking: The Project has a competitive long-term breakeven cost of generation and 
provides an alternative source to replace its reliance on coal and hydrology. Financial terms 

have been market tested vis-à-vis commercial lenders. 

Key Risks Construction and operation risk: early stage project development will be carried out by 

IVICOM, one of the most experienced renewable energy developers in the region and the 
original developer of the adjacent Krnovo Wind Power Plant (WPP). EPCG is the most 

experienced player in operating power projects in Montenegro. 

Credit risk: the Project will be financed via a secured corporate loan and repaid from all cash 

flows available to EPCG, whose diversified portfolio of hydro/thermal/RES generation 

sources is expected to provide a level of diversification.  

Political & Regulatory Risk – Government is committed to support the decarbonisation and 
supporting new RES capacity through investment in the private and public sector (EPCG). 

Strategic Fit 

Summary 

Strategy for Montenegro 2021-2026, focuses among others on deepening Montenegro’s 

Green Economy Transition through increased energy and resource efficiency and climate 

resilience as well as improved performance, service delivery and sustainability of 
infrastructure. 

Energy Sector Strategy 2019-2023, envisages focusing on scaling-up renewable energy, 

which remains at the centre of the Bank's market-oriented low-carbon transition agenda. 

Green Economy Transition Approach 2021-2025, focuses on aligning its activities with the 

principles of international climate agreements, including principally the Paris Agreement, and 
on scaling up investment by innovating across a set of specific environmental and climate 

mitigation and adaptation thematic areas such as green digital solutions, just transition, 

circular economy, natural capital and green value chain financing. 

 

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

EBRD 

Transaction 
Senior secured corporate loan of EUR 82 million in favour of EPCG, the Montenegrin 

national power utility and Green Gvozd, a special purpose vehicle incorporated in 

Montenegro. [REDACTED].  

 

The loan will finance the construction of EPCG’s first wind power project, developing 

a 55 MW power plant in Gvozd and associated facilities consisting of 18 km of 110 KV 

transmission lines and 3 substations, and the acquisition of Green Gvozd. The 

construction of new RES capacity in Montenegro is fundamental to the country’s 

decommissioning plans to close its coal capacity, which currently provides almost half  

Montenegro’s domestic electricity generation.  

Existing 
Exposure 

OPID 40219: EUR 14.7 million as Borrower and OPID 48402: EUR 21.2 million as 
Guarantor.  

Maturity /  

Repayment 

Ten years [REDACTED].  

AMI eligible 

financing 

[REDACTED] 

Use of Proceeds EBRD loan proceeds will finance the development, construction, and operation of 55 MW 

greenfield onshore windfarm and associated facilities consisting of 18 km of 110 KV 

transmission lines and 3 substations, and the acquisition of Green Gvozd. Detailed 

evidence of use of proceeds will be reviewed and confirmed by the EBRD engineer as 
condition precedent to all disbursements. Additional site visits will be organized during 

construction to monitor project implementation. 

Investment Plan 

 

Total project costs are estimated at EUR 82 million (see next section for details) , with the 

final pricing to be subject to a market tender implemented under the Bank’s Procurement 
Policies and Rules.  

Financing Plan  [REDACTED] 

Key Parties 

Involved 

Borrowers: EPCG and Green Gvozd LLC. 

 

Conditions to 
disbursement  

CPs customary for a corporate loan, including satisfactory due diligence reports and 
opinions from advisors, execution of project and finance documents, and perfection of 

security. [REDACTED] 

Key Covenants  [REDACTED] 
Security [REDACTED] 

Associated 

Donor Funded 

TC and co-

investment 

grants/concessio
nal finance 

n/a 

[REDACTED]  
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INVESTMENT PROPOSAL SUMMARY 
 

1. STRATEGIC FIT AND KEY ISSUES 

 

1.1 STRATEGIC FIT       

 
Power generation is a key contributor of greenhouse gas and pollutant emissions in the Western 
Balkans region, where coal provides around 70% of the region's electricity. Decarbonisation of the 
energy supply is a key strategic priority of the green agenda and the EU Economic and Investment 

plan for the Western Balkans, both aimed at fostering convergence with EU standards of living.  
Montenegro, the most advanced country in the EU accession process, supplies approx. 45% of its 
electricity through a coal fired power plant, 45% via hydro and 10% via private wind farms.  

 

The country’s energy sector is dominated by the state utility company, EPCG, with 874 MW of 
installed capacity, and two private wind power plants of 118 MW developed in the last seven years.  

The Project will represent the first large-scale renewable electricity generation investment for EPCG 
since the opening of Hydro Power Plant (HPP) Piva in 1976 and represents a first step in its 
decarbonisation pathway. With Montenegro having been a net importer of electricity until last year 
(when the major national electricity consumer KAP minimised its aluminium production), the Project’s 

scale will also significantly contribute towards improving the energy balance of the country, and 
helping the decarbonisation process for EPCG and Montenegro at the same time. 

 

The Project is core to the Strategy for Montenegro 2021-2026, which focuses among others on 
deepening Montenegro’s Green Economy Transition through increased energy and resource efficiency 
and climate resilience as well as improved performance, service delivery and sustainability of 

infrastructure.  

 

The Project is also aligned with Energy Sector Strategy 2019-2023, which envisages focusing on 
scaling-up renewable energy, which remains at the centre of the Bank's market-oriented low-carbon 
transition agenda. 

 

Lastly, the Project is consistent with the Green Economy Transition Approach 2021-2025 in two main 
ways. Firstly, in aligning its activities with the principles of international climate agreements, including 

principally the Paris Agreement. Secondly, in scaling up investment by innovating across a set of 
specific environmental and climate mitigation and adaptation thematic areas such as green digital 
solutions, just transition, circular economy, natural capital and green value chain financing. 

As a result of EBRD engagement and the Government’s efforts to promote renewable energy the 
Project has the following key benefits: 

 It will exploit Montenegro's abundant wind resource to improve generating capacity in the country, 

reduce its import dependence in low-hydrology periods of the year, and reduce the carbon intensity 
of its power sector. 

 It will stimulate economic development in the country and the region. 

1.2 TRANSITION IMPACT       
 
The tables below set out the TI Objectives and details of the project.  
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Primary Quality: Green 

Obj. 
No. 

Objective Details 

1.1 The percentage of EBRD use 

of proceeds that supports a 
green economy transition 

and therefore qualif ies as 

GET finance exceeds 60%  

100% of EBRD use of proceeds qualifies as GET. 

1.2 This project involves a policy 

engagement, which is new 
and aims to deliver 

institutional reform and lead 

to structural changes across 

sectors/markets. 

Introduction of International Auctions and the first Renewables 

Law - with the goal of reforming this regulatory framework, the 
EBRD has kicked off in July 2022 a [REDACTED] 

comprehensive technical assistance assignment with the Ministry 

of Capital Investments aimed at: i) drafting a new law on 

renewable energy sources; ii) Providing recommendations for 

Selected Design Elements and Draft Legislation and 
Documentation to enable RES capacity (including support 

mechanisms, tax reforms, institutional reforms, etc.); iii) 

Providing recommendations on the design of renewable energy 

auctions; iv) Preparing tender Documentation for Solar PV and 

Wind Auctions; v) Analysing site Suitability and Resource 
Availability; vi) Providing detailed Technical, Financial, Legal 

and Environmental Assistance to the Authorities for the 

Implementation of the Tender; vii) Developing the framework for 

future competitive Procurement. 

1.3 The project results in new 
renewable energy 

generation equivalent to at 

least 0.3 % of annual 

electricity generation, so 

significantly contributes to 
greening the electricity grid. 

The electricity generation in Montenegro in 2021 was 3,650 GWh. 
The minimum expected WPP Gvozd generation per annum is 141 

GWh, which represents 0.4% of last year's generation, reaching 

the required threshold.  

 

 
Identified TI delivery risks primarily relate to [REDACTED] for example slowing the pace of 
regulatory reform and therefore resulting in delayed or reduced policy dialogue outcomes. The main 
mitigant is that the authorities including current and all previous governments are supportive of the 

greening of the energy sector. Project delivery risks could affect TI delivery, for example related to 
issues of management capacity or operational challenges implementing the Project. The mitigants 
include the Team’s thorough due diligence and EPCG being the most experienced player in operating 
power projects in Montenegro. The team assesses the likelihood of these risks as low-medium. 
 

 
 

1.3 ADDITIONALITY 

 
Identified triggers Description 

 A subsequent/ consecutive 

transaction (issuance) with the 

same client/group either with 

the same use of proceeds or in 

Evidence of additionality sources: The first project with EPCG was 

signed on 25 November 2010 (OPID 40219). The EPCG Metering and 

Distribution Project consisted of the purchase and installation in the 

Montenegrin electricity distribution network of electronic meters 

together with related infrastructure, software, communications 



PUBLIC 

9 
PUBLIC 

the same destination country 

(repeat transaction) 
 

equipment and grant-funded implementation assistance. It was a 

successful project, with two subsequent tranches which made 
Montenegro the regional leader in smart metering coverage of 82%. 

Bank’s additionality in this transaction is closely linked to the access to 

debt financing in the Montenegrin renewable market. To this extent the 

proposed transaction brings in not only financial additionality but also 

facilitates know how transfer through liaison with experts from Ivicom 
and EBRD. 

 

 

  

Additionality sources   

Financing Structure -  
EBRD offers a tenor, which is 

above the market average and is 

necessary to structure the 

project. 

 

 
    

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. 

 

Tenor offered by the EBRD is longer than available tenor in the market 
and is expected to provide comfort to co-lender on the project to offer 

non-standard tenor. The proposed financing has a long-term door-to-door 

tenor of 10 years, better matching debt repayment with the increased 

revenues generated by the project.  

 

The EBRD financing is required to structure the first renewable project 

developed by EPCG since 1976 when the Hydro Power Plant Piva was 

made operational.  
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1.4 SOUND BANKING - KEY RISKS  
 

Risks Probability / 

Effect 

Comments 

Construction 
and operation 

risk 

Medium / High The Project would be adversely affected by construction delays, cost 
overruns, poor wind yield and technical issues during operation for both 

the Project and the associated necessary grid improvements.   

Mitigation: The Team conducted thorough due diligence with 

experienced technical and legal advisors, including conducting an 

independent energy yield assessment. The Project will be structured to 
take into account these risks in the contract structure, contingencies and 

timing assumptions. EPCG is the most experienced player in operating 

power projects in Montenegro.  

Electricity 

off-take 

Medium / 

Medium 

The Project’s revenues would come from the sale of electricity at 

wholesale prices, therefore electricity price fluctuation would affect the 
Project revenues. 

Mitigation: All of EPCG’s activities are available to service the debt, not 

just the electricity sales from the Project.  

Political & 

Regulatory 
Risk  

Medium / 

Medium  

[REDACTED]. Mitigation: Government is committed to support the 

decarbonisation and supporting new RES capacity through investment 
in the private and public sector (EPCG). Increasing wind capacity is 

fundamental to Montenegro’s decarbonisation strategy, to which the 

government is committed. The authorities including in all previous 

governments are supportive of the greening of the energy sector. 

 

2. MEASURING / MONITORING SUCCESS  

 

Overall objectives of project  Monitoring benchmarks Implementation timing 

- On-time project 

implementation 
 

- Completion according to the timeline and 

within the budget 
 

[REDACTED] 

 

Primary Quality: Green  
 

Obj. 

No. 

Monitoring 

indicator 
Details Baseline Target Due date 

1.1 Recommended policy 
or strategy or 

regulatory framework/ 
standard agreed by 
relevant 

stakeholder(s)  
 

Introduction of International Auctions and 

the first Renewables Law – launch of the 
first renewable energy auction. 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

1.2 Non-hydro 

Renewable energy - 
electricity produced 

(GWh/year)  
 

The chosen wind-turbines-layout lowest 

expected production is aimed at 141 GWh p.a. 
[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 

1.3 CO2e emissions 
reduced (tonnes/year)  

 

The chosen wind-turbines-layout lowest 
expected tCO2e emission savings is aimed at 

104,000 tonnes p.a. 

[REDA

CTED] 

[REDA

CTED] 

[REDA

CTED] 
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3. KEY PARTIES  

 

3.1 BORROWER  
 
The Borrower is a leader in the domestic electricity market and an important and active participant in 

the regional market. The total installed generating capacity of power plants amounted to 859 MW, of 
which hydro power plants belonging to 649 MW, and a thermal power plant of 210 MW. EPCG 
(www.epcg.com) is a joint stock company incorporated under Montenegrin law. 
 

EPCG is functionally unbundled into business units responsible for generation and supply.  In April 
2009 the functions of transmission system operator, system operator and market operator, together 
with the assets and liabilities of the high voltage transmission system, were spun off into a separate 
majority state-owned company, Crnogorski Elektroprenosni Sistem (CGES). In July 2016 the function 

of distribution system operator was also spun off into a separate majority state-owned company, 
Crnogorski Distributivni Sistem (CEDIS) in compliance with the EU third energy package. 

4. MARKET CONTEXT 

The Montenegrin electricity market is one of the smallest in the Western Balkans 6 region. Total 
installed capacity in the country is 1,050 MW, of which EPCG owns 874 MW, mainly consisting in 
two large HPPs with total installed capacity of 649 MW and a coal fired power plant Thermal Power 
Plant (TPP) Pljevlja with installed capacity of 225 MW. The Borrower also operates several small 

HPPs with a total capacity of 10 MW. The HPPs constitute ca. 44-55% of total electricity produced in 
Montenegro, depending on hydrology in each year: in 2018, and 2021 – rainy years, it was able to 
meet demand domestically, while in dry years –2017, 2019 and 2020 – it still had to import relatively 
large amounts of electricity. Annual electricity consumption decreased significantly beginning in 

December 2021, with the closure of the Podgorica aluminium plant (KAP) which had been responsible 
for c 20% of total consumption. As a result, Montenegro is expected to keep its net exporter status 
from 2021 onwards. Two large-scale plants are both wind power plants, Krnovo 72 MW (the first 
private WPP in the region, financed by EBRD) and Možura 46 MW, developed in 2017 and 2019, 

respectively. EPCG operates across the electricity value chain and supplier of electricity in 
Montenegro. The sole distributor in the country is CEDIS, a 100% subsidiary of EPCG.  

 
While small in size, the Montenegrin market is of outsize importance to the region given its 

geographical location. Montenegro has interconnections with its neighbours Croatia, Bosnia, Serbia, 
Kosovo, and Albania, and is now linked to Italy via a high voltage subsea cable. EBRD has financed 
the construction of a high-voltage (HV) transmission line between Lastva on the Adriatic coast and 
Pljevlja, the northernmost part of Montenegro, which will effectively link the wider Balkan region 

with Italy, allowing the trade in electricity between these two regions and provides a significant 
opportunity for power producers in Montenegro and other parts of the region. The undersea cable 
capacity connecting with Italy will soon double to 1,200 MW.  

 

Montenegro adopted an ambitious decarbonisation strategy in 2019, which includes the following key 
elements: (1) a commitment to close Montenegro's existing coal-fired plant by 2038 and to build no 
new coal capacity, the first such commitment by any Western Balkan country, (2) an extensive 
renewable investment plan for EPCG, which already comprises 380 MW of wind and solar projects 

and (3) the first CO2 emissions trading scheme in the Western Balkans, launched in February 2020.  
Significantly, in 2021 Montenegro’s Prime Minister committed to close its coal fired power plant by 
2035 though accession to the PPCA (Powering Past Coal Alliance). On top, the latest news from 

http://www.epcg.com/
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September is that the Government intends to abolish the VAT on solar panels, to encourage further 
country decarbonisation by households, private and public entities investments. 

 

In line with its decarbonisation strategy, Montenegro is currently developing a National Energy and 
Climate Plan (NECP), supported by the German GIZ which engaged a wide group of international and 
local experts. Out of five NECP chapters, three are close to be finished, which will be the basis for the 
Government to give instructions on providing final inputs for finishing the last two chapters and 

therefore the entire document. NECP includes compilations of: 1) status quo policies according to 
dimensions of the Energy Community, 2) targets 2030 with a long-term vision to 2050, and 3) policies 
and measures to achieve targets.  

 

In parallel to these efforts, under the EBRD support, the Government has announced plans to organize 
renewable energy auctions in order to attract private investments in that sector and increase the share 
of renewable sources at competitive prices in its energy mix. With the goal of reforming this regulatory 
framework, the EBRD has kicked off in July 2022 a [REDACTED] comprehensive technical 

assistance assignment with the Ministry of Capital Investments aimed at: i) drafting a new law on 
renewable energy sources; ii) Providing recommendations for Selected Design Elements and Draft 
Legislation and Documentation to enable RES capacity (including support mechanisms, tax reforms, 
institutional reforms, etc.); iii) Providing recommendations on the design of renewable energy 

auctions; iv) Preparing tender Documentation for Solar PV and Wind Auctions; v) Analysing site 
Suitability and Resource Availability; vi) Providing detailed Technical, Financial, Legal and 
Environmental Assistance to the Authorities for the Implementation of the Tender; vii) Developing the 
framework for future competitive Procurement.  
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5. FINANCIAL 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 (2019 ESP). The Project is in the near vicinity (approx. 3 km) of the operational, Bank 
financed 72 MW Krnovo wind farm (OpID 44546 – category B) in Montenegro, developed by the 
same experienced Austrian developer and technical consultant, Ivicom Consulting GmbH. The ESDD 
undertaken by independent consultants confirmed that the project (of the windfarms and associated 

facilities consisting in 18 km of 110 KV transmission lines and 2 substations) is structured in line with 
EBRD PRs as well as national and relevant EU legislation. Overall, studies undertaken to date 
(including local EIA) have shown that the environmental assessment and social assessment procedure 
and reports have been carried out, with sufficient identification of E&S impacts (including cumulative 

and biodiversity impacts) and mitigation measures have been proposed in order to address the impacts 
at Project level.  
EPCG is operating under an Integrated Management System (IMS) in accordance with ISO norms 
(ISO 9001:2015, ISO 14001:2015, and ISO 45001:2018). The IMS is supplemented by several policies 

and procedures, regular committee meetings, and monitoring by means of an advanced Health, Safety, 
Security, Environment and Quality (HSSEQ) system, safety programs and KPIs assigned at the 
Corporate level. 
 

Overall, studies undertaken to date (including local EIA) have shown that the Gvozd wind farm, is not 
located in a sensitive area in terms of biodiversity (such as IBAs or Natura 2000 areas) or near human 
receptors. Results of biodiversity studies show low risk of bird collision from the planned wind farm 
or the existing Krnovo wind farm. The ESDD noted that due to the fact that the final preferred turbine 

model has not been finalised, as well as their final location, the collision risk modelling will need to 
be repeated/updated using a worst-case scenario and the new turbine parameters. As well, the 
cumulative impact study will need to be revised once the final windfarm design will be agreed.  
 

The ESDD has confirmed that Gvozd will need to complete the acquisition of 72 agricultural land plots 
for the wind farm, overhead lines and other facilities. As land acquisition started several years ago, but 
was never finished, ESDD included a land audit and supplementary Resettlement Plan (S-RP). 
Provisions have been added to Environmental and Social Action Plan (ESAP), mandating the Borrower 

to implement S-RP and provide a Completion Report to the Bank prior to the start of construction 
works on the project site. The Borrower has updated its sustainability disclosure documentation for 
this project and developed an NTS and the existing stakeholder engagement plan (SEP) that covers the 
results of impact assessments. The Borrower also updated the SEP and Environmental, Health, and 

Safety procedure. 
 
Based on the ESDD findings, an ESAP has been also developed. The ESAP actions include amongst 
others, requirements for update the cumulative impact assessment with regards to the existing Krnovo 

Wind Farm, to develop and implement an project specific ES Policy and Environmental and Social 
Management System (ESMS),cascade key PR2 aligned policy requirements across contractors and 
sub-contractors; include contractual clauses within the contractors’ agreement requiring them to put in 
place policy and procedures on Gender-Based Violence and Harassment and security; for the project 

entire workforce, produce a Construction and Operation Biodiversity Management and Monitoring 
Plan.’  
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To manage potential supply chain (SC) concerns in wind sector projects, the Borrower will include in 
the tender documentation additional requirements related to the forced labour risks to enable SC due 
diligence during selection process and adopt necessary mitigation measures if SC risks are identified. 

These requirements include, among other things, disclosing by Wind Turbine Generator (WTG) 
suppliers the designated facilities and tier 1 suppliers to be used for the project, labour audit of the 
designated facilities if required, and WTG suppliers accepting SC focused commitments aligned with 
ESP 2019 PR1 and PR2. ESAP also includes specific actions for the Borrower to implement SC risk 

management should SC risks arise. The Bank will monitor the project through Annual Environmenta l 
and Social Reports. The project is considered aligned with the objectives of the Paris Agreement. GET 
share is 100%. 

 

6.2 INTEGRITY    
 
In conjunction with OCCO, integrity due diligence was undertaken on EPCG, senior management and 
other relevant parties, including the pre-qualified wind turbine suppliers. [REDACTED] [T]he review 

has not identified concerns, which would pose an unacceptable reputational risk to the Bank.  

[REDACTED]. 

 
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 questionnaire and other required documentation which have been properly 
and accurately completed to proceed with the project.  
 
  

 
  



PUBLIC 

16 
PUBLIC 

 

 
ANNEXES TO OPERATION REPORT 

 

ANNEX 1 Shareholding Structure 

ANNEX 2 Historical Financial Statements 

ANNEX 3 Project Implementation 

ANNEX 4 Green Assessment Summary 

ANNEX 5 Domiciliation Annex 

 
 
 



PUBLIC 

17 
PUBLIC 

ANNEX 1: SHAREHOLDING STRUCTURE 
 
EPCG is 99% owned by the government of Montenegro and 1% is floated on the Montenegro stock exchange. 

[REDACTED]. 

 
 

 
 
 
 
 

 
Organisational structure is represented below, led by a Board of Directors and CEO. 
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ANNEX 2: HISTORICAL FINANCIAL STATEMENTS  

 
[REDACTED] 
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ANNEX 3: PROJECT IMPLEMENTATION 
 

Procurement classification – Public Sovereign 

 
[REDACTED] 

 
This is a well-known client to the Bank, however, an update on the client’s capacity re-assessment was 
conducted to evaluate the gained experience during the implementation of previous operations (OpID: 

40219 and 52037). The client has demonstrated relevant experience in procuring goods and works 
contracts under IFI financing projects using diverse set of rules. However, they are lacking up to date 
knowledge on EBRD Procurement Policies and Rules for the public sector operations (PP&R) as well 
as capacity to conduct the procurement and supervision tasks required during implementation of the 

project. The client acknowledged this gap in expertise and resources and agreed to mobilize a 
consultancy firm, Ivicom, who is currently supporting the client and PIU throughout the project 
concept, preparation and implementation in order to ensure consistency with the originally planned 
project and mitigate potential implementation risks. Ivicom was the technical expert also for the 

adjacent, existing WPP Krnovo. 
 
Contracts risk assessment – Moderate 
 

The scope of the project envisages the design, build and operation for the Gvozd wind power plant 
which installed capacity is estimated to be around 55 MW.  

 
Due to the complexity of the project and following the same experience as with WPP Krnovo, the 

construction of the wind power plant has been divided in three contracts: (i) Procurement of Wind 
Turbine Generators (WTGs), (ii) Balance of Plant works contract and (iii) Grid connection works 
contract. The contracts involve certain technical complexity and there is previous experience with 
procurement and implementation of contracts of similar nature and size in the region and in particular 

in Montenegro. The main risk is represented by the competitive WTG market [REDACTED]. The 
situation is well known to the client and they will take appropriate measures to mitigate the risks. In 
addition, the lack of client’s capacity to conduct the required activities during project implementat ion 
would be mitigated with the mobilization of supervision engineer as well as Lender’s advisors. 

 

Project implementation arrangements: 
 
EPCG will be responsible for the implementation of the project, including carrying out the 

procurement process. EPCG is well managed, agile and efficient and employs a team of capable 
experienced professionals that is retained for this new project and will be part of a Project 
Implementation Unit (PIU).  
 

The PIU will be established within EPCG and it will have overall responsibility for the implementat ion 
of the Project. EPCG has mobilized a consultant who will assist the client in all aspects of procurement 
and the implementation of the Project in accordance with the Bank’s policies and also support PIU in 
meeting requirements of various financing documents. Further information is presented in the 
procurement plan below. 

 

Procurement arrangements: 
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Two works contracts and one supply and install contract will be financed by the proceeds of the Bank’s 
loan as well as other sources provided by EPCG. The contract will be procured following the Bank’s 
PP&R and will be subject to prior review by the Bank. 

  
The three main contracts will be procured using multi stage open tendering method using the Bank’s 
latest works standard procurement documents templates. Moreover, the procurement of WTG will also 
include prequalification stage. The preliminary designs are prepared by the EPCG’s consultant and 

reviewed by the LTA but the final design will be conducted by the awarded contractor through the 
envisaged EPC contract which is expected to be implemented following FIDIC Plant and Design-Build 
Contract.  
 

The consultancy contracts will be procured following the provisions of the Bank’s PP&R 
Section 5 (Procurement of Consultant Services). The consultancy contracts for owner's engineer and 
supervision consultant as well as the lender’s advisors will be financed by loan proceeds. The owner's 
engineer and supervision consultancy assignment will be procured following two stage open 

competitive selection. The lender's environmental advisor lender's technical advisor assignments are 
envisaged to be procured following direct selection method in accordance to Bank’s PP&R as the 
estimated budgets for those assignments are below EUR 75,000. 
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ANNEX 4: GREEN ASSESSMENT 

 
Introduction  

 

EBRD loan proceeds will finance construction and operation of the Gvozd wind power plant 

55 MW. A screening of the project locations was undertaken to check whether there are any 

potential material physical climate risks under the assessment of Paris Agreement determination 
for adaptation (BB2). In addition, the project was assessed whether it has an impact on the 

climate resilience of the system in which it operates. Physical climate risk screening and carbon 

transition risk assessment were carried out for the project. The project is considered aligned for 

both the mitigation and adaptation goals of the Paris Agreement.   

 

Paris alignment assessment  

 
General screening of alignment with the mitigation goals of Paris Agreement 

 The project is included in the 'aligned list'.  

 Regarding project activity, there are no activities included in the 'non-aligned list'.  

 
Alignment with the adaptation goals of Paris Agreement 

 Evaluation of the physical climate risk and vulnerability context: BB2 Step 1 screening 

outcome - The screening of the project indicates that the project does not face any 

potentially material physical climate risks and can skip BB2 Step2.                                     

 Appraisal of broader climate resilience context: the project is unlikely to undermine 

climate resilience of the system in which it operates. 
 

 

GET attribution The Project is 100% GET eligible and is expected to contribute to climate 

mitigation through the addition of 55 MW of wind capacity to the Montenegrin electricity 

system, expected to generate in excess of 141GWh and to save nearly 104,000 tonnes of CO2 
per annum. 

 

Climate-related financial risk   

[REDACTED] 

Green Finance Project Monitoring Plan 
- As part of its ongoing policy dialogue with the Government of Montenegro, EBRD 

launched a [REDACTED] technical assistance assignment in July 2022, with the first 

phase aimed at supporting the Ministry of Capital Investments to develop a Renewable 

Energy Law and subsequent aimed at preparing the legislative framework to allow the 

country to launch its first renewable energy auction. 

- The Project will increase Montenegro’s installed capacity of renewable energy for 

55 MW. 
- The minimum expected WPP Gvozd generation per annum is 141 GWh.  
- The minimum expected reduction of CO2 emission per annum from WPP Gvozd is 

104,000 tCO2e. 
- EPCG committed to decarbonisation plan to put into operation a further 

[REDACTED] MW of renewable energy plants in addition to the Gvozd wind farm 

by 2030. 
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ANNEX 5: DOMICILIATION ANNEX 
 

This annex has been prepared in accordance with the Policy on Domiciliation of EBRD Clients 

(the “Policy”). This is because, while the project is located in Montenegro, at the time this 
operation is signed, it will still involve one controlling entity, namely Ivicom Consulting 

GmbH, which is established in Austria (the “Third Jurisdiction”). 

 

Acceptability of the Third Jurisdiction under Section III.1 of the Policy – Money 

Laundering and Terrorism Financing 

Section III.1 of the Policy requires that the Financial Action Task Force (“FATF”) status of the 

Third Jurisdiction be reviewed.  

The most recent public statements of the FATF do not identify the Third Jurisdiction as a high-

risk jurisdiction subject to a call for action or as a jurisdiction under increased monitoring.  

The Third Jurisdiction is therefore acceptable in accordance with Section III.1 of the Policy.  

 
Acceptability of the Third Jurisdiction under Section III.2 of the Policy – International 
Tax 

Section III.2 of the Policy requires that the Global Forum on Transparency and Exchange of 
Information for Tax Purposes (“Global Forum”), the OECD/G20 and the Inclusive Framework 

on BEPS (“Inclusive Framework”) status of the Third Jurisdiction be reviewed. 

 

The Third Jurisdiction has been issued an overall rating of Largely Compliant by the Global 

Forum, is a member of the Inclusive Framework and has not been identified as non-cooperative 
by the OECD or the G20.  

 

The Third Jurisdiction is therefore acceptable in accordance with Section III.2 of the Policy.  
 

Project-by-project due diligence under Section III.3 of the Policy – Sound business 

reasons for the use of the Third Jurisdiction 

 

One of the co-borrowers of this operation is the special purpose vehicle, Green Gvozd doo 
Podgorica (“Green Gvozd”).  

 

Green Gvozd is currently owned by EPCG (7%) and Ivicom Consulting GmbH (93%). Ivicom 

Consulting GmbH is established in Austria and ultimately owned by Mr. Kresimir Condic. 

While Green Gvozd is in the process of being acquired by EPCG, at the time this project will 
be signed, Green Gvozd will still be 93% owned by Ivicom Consulting GmbH. Yet, at the time 

of first disbursement, Green Gvozd would be 100% owned by EPCG, which is a majority state-

owned electricity utility of Montenegro. [REDACTED]. 

 

On this basis, no further domiciliation due diligence is required on the current controlling 

entity of Green Gvozd established in the Third Jurisdiction [REDACTED]. 


