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Operation Description 

(i) The Client and EBRD’s financing and deal structure 

In October 2014, the Bank signed a sovereign loan of up to EUR 7 million with the Republic 

of Moldova (the “Borrower” or the “Government”) on-lent to the state owned company CET-

Nord JSC (the “Company”), a provider of district heating services (“DH” or “DHS”) in the city 

of Balti (the “City”), to modernise and upgrade the DHS in the City (“the Project “). The 

Company is the largest producer and distributor of DH services in the city of Balti, providing 

services to 74 per cent of the population of Balti as well as numerous public buildings and 

commercial entities. The Company is owned by the Public Property Agency of the Republic of 

Moldova. The Bank entered into the Project Agreement with the Company and the Project 

Support Agreement with the City. 

The Project was co-financed by EUR 3 million capital expenditure grants provided by the 

Eastern European Energy Efficiency and Environmental Partnership (“E5P”) and EUR 740,000 

by the EBRD Shareholders Special Fund (“SSF”). 

The loan and grant funds financed a Priority Investment Plan (“PIP”) to modernise and 

upgrade the DH services in the city of Balti. The investment aimed at improving service 

levels, reducing consumption of electricity, natural gas and coal and helping the Company to 

maintain its customer base. The PIP resulted in significant energy efficiency improvements as 

a result of customer controlled heat supply, improved efficiency of generation capacity, 

increased electricity co-generation and reduced losses in the distribution network.  

                                                                                           
1  As required by Section IV paragraph 1.4.8 of EBRD’s Directive on Access to Information (2019), the Bank shall 

disclose information (excluding Confidential information) contained in Operational Performance Assessment 

(OPA) reports for State Sector Projects selected for extended review, within 60 calendar days after comple tion 
of the relevant OPA report. 
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The PIP comprised four components: (i) Installation of three combined heat and power 

generation plants (“CHP”); (ii) Rehabilitation of the heat generation system, including: 

replacement of DH network pumps and fans and installation of frequency converters; (iii) 

Installation of 169 Individual Heating Substations (“IHS”) in residential buildings; (iv) 

Conversion of a coal - fired Heat Only Boiler (“HOB”) to biomass fuel use. 

The Project also benefited from the following technical assistance:  

- Feasibility Study (EUR 300,000), financed by Sweden through Swedish 

International Development Cooperation Agency (“Sida”) as part of a DH 

market study in Moldova; 

- Corporate Development Support Programme (“CDP”) (EUR 200,000) funded 

by Sweden through Sida-EBRD Municipal Environment and Climate 

Programme Fund; 

- Project Implementation Support (“PIU”) (originally – EUR 359,584, after 

extension – EUR 396,868) funded by Sweden through Sida-EBRD Municipal 

Environment and Climate Programme Fund and the EBRD Early Transition 

Countries Fund (now known as Sustainable Infrastructure Fund). 

(ii) Agreed changes to the scope or design of the project following approval;  

There were no changes to the Project scope or design. The original investment cost estimate 

of the Project was EUR 10 million, to be financed by the EBRD loan of EUR 7 million and an 

investment grant of EUR 3 million from the E5P. However, a financing gap of EUR 0.74 

million emerged. .The increase of costs for the loan financing component is explained by the 

fact that the original Project costs were estimated in 2013 and the market prices increased. 

A reallocation of the savings from the E5P grant financing components to loan financing 

components was proposed and approved by the E5P Assembly of Contributors in September 

2017, given the limited budgetary resources of the Government as well as the financial 

constraints of the Company.  

Despite the reallocation of E5P grant savings, there was still a financing gap of EUR 0.74 

million. Consequently, the Ministry of Finance approached the EBRD with a request to 

consider a grant allocation of EUR 0.74 million, in to cover the financing gap to ensure the 

Project achieves envisaged objectives. 

The change resulted in an increase in the Project’s investment cost from EUR 10.0 million to 

EUR 10.7 million.  

The scope of the contract for the Supply and installation of gas engines for CHP component, 

based on the Feasibility Study, envisaged the procurement of 3 gas engines for CHP, with a 

total electrical capacity of minimum 13.2 MW and thermal capacity of minimum 12 MW. 

However, during the preparation of tender documentation, it was determined that restricting 

the technical solution to three gas engines for generating the required output is limiting and 

unduly favours certain manufactures. Therefore, in order to increase the competition, it was 

decided that technical specifications should be output driven (i.e. a CHP with a total electrical 

capacity of minimum 13.2 MW and thermal capacity of minimum 12 MW) allowing the 
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market to propose the most economical technical solution for meeting the contract technical 

requirements. Such tendering approach resulted in increased competition with participants 

submitting proposals in response to the tender, with the acquisition of 4 gas engines for CHP. 

(iii) Previous operations with client 

There were no previous operations where the Company was involved. However, there were 

a number of sovereign projects in the Republic of Moldova. 

(iv) The project's primary objective(s) as described in the President's Recommendation and 

Board Decision Sheet / Summary Fact Sheet 

The Project’s main objective was to enable the Company to implement a PIP that would 

rehabilitate the district heating system in the City, improving the district heating services 

provided to the population while reducing operating costs and reducing greenhouse gas 

emissions through improved energy efficiency. The expected transition impact of the Project 

was to be achieved through (i) demonstration effect of a successful financial and operational 

restructuring of the Company; (ii) demonstration effect of implementation of new technology, 

by replacing fossil fuel with biomass fuel in one of the Company’s production facilities; and 

(iii) by improving the market framework by promoting tariff reform. 

Relevance The Project was consistent with the Bank’s then adopted Strategy 

for Moldova. In particular, the Strategy stated as “Priority 3: 

Enhancing commercialisation and sustainability of municipal 

enterprises”. The Bank identified energy efficiency as a key priority 

in the country strategy, and the Project addressed this by 

introducing energy efficient co-generation (heat and electricity) 

capacity as well as demand-side investments (allowing consumers 

to better regulate their heat consumption), significantly reducing 

gas consumption in the Company. The operational and financial 

restructuring of large utility companies was also identified as a 

priority area in the country strategy. The Project contributed to 

this through the TC-funded Corporate Development Support 

Programme, which has also supported the introduction of a 

Management Contract between the Company and the Ministry of 

Economy. 

The Project is also in line with the current Strategy for Moldova. In 

particular with “Priority 2: Enhance Competitiveness by supporting 

private firms in building capacity, and promoting commercialisation of 

public utilities and infrastructure” through key objective “Increased 

energy and resource efficiency gains realised across sectors”.  

The Project was also in line with the previous MEI Sector Strategy, 

which envisaged using sovereign lending to finance urgently 

needed investments in municipal infrastructure and simultaneously 

lending weight to policy dialogue efforts. The Project involved 
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policy dialogue in areas such as tariff reform and provided 

opportunities to support future structural reform in the DH sector. 

The Project addressed the following sustainability goals as defined 

in the MEI Sector Strategy: 

 increasing the number of people with comfortable and 

reliable heating services; 

 increasing the number of people with tariffs based on 

actual energy consumption; 

 reducing the utilisation of fuel, treated water and 

electricity; 

 reducing operating and maintenance costs; 

 decreasing greenhouse gas emissions. 

The Project remains highly relevant in the context of the new MEI 

Strategy. In particular, with objective “1.1 Increased access to 

essential municipal infrastructure focused infrastructure on quality, 

resource efficiency, reduced environmental impact” referring to 

investments into district heating with biomass. 

The Project is in line with the Bank’s Early Transition Countries 

(ETC) Initiative, which aims at “… financing more and smaller 

projects, mobilising more investment, and encouraging ongoing 

economic reform.” 

Rating: Standard. The Project was consistent with the sector and 

county strategies, ETC initiative and remained relevant during the 

implementation. It is worth noting the Project’s strong green 

agenda which was promoted by the team, even before the Bank’s 

GET strategy was approved. 

The suitability of the structure for the client and the objectives:  

The EBRD loan together with the capital grants from E5P and 

EBRD SSF filled the financing gap for rehabilitating the district 

heating system in the City. A sovereign structure was key for 

achievement of the Project’s objectives as the Company is owned 

by the Public Property Agency of the Republic of Moldova and any 

tariff increases should be approved by National Agency for Energy 

Regulation (“ANRE”). Having a sovereign structure was a way to 

involve the Government in all aspects of project implementation, 

including tariff reform and resolving implementation bottlenecks. 

Also, the sovereign structure of the Project allowed to reduce 

financing cost and obtain higher maturity. Borrowing on a 

standalone basis for the Company was not possible at the time.  
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While financial risks rested with the sovereign structure of the 

loan, the Company was responsible for project implementation 

thus contributing to decentralisation agenda of the Project. Project 

implementation at the local level contributed to the Company’s 

capacity building and decentralisation of investment decision 

making within the sector. 

The integration of elements such as donor funded activities and 

policy dialogue with financing:  

The design of TC package was adequate to achieve the Project’s 

objectives. The capacity of PIU consisting of the Company’s 

employees was raised by the TC-funded PIU support consultants 

and on-the-go learning during the Project implementation.  

The PIU support consultants assisted the Company throughout the 

whole Project implementation cycle, thus, building up local PIU’s 

capacity in implementing complex international projects. The PIU 

TC facilitated successful procurement in line with EBRD PPRs, 

implementation of Environmental and Social Action Plan (“ESAP”) 

and achievement of Project’s objectives. 

The CDP consultant developed the Financial and Operational 

Performance Improvement Programme ("FOPIP"), the Tariff 

Setting Guidelines, the Gender Action Plan, the Stakeholder 

Engagement Plan, the Corporate Development Plan, and the 

Training Programme which included topics on customer relations, 

tariff setting, organizational structure, strategic planning and 

budgeting, accounting and gender. All of them were approved by 

the Company. Additionally, the CDP Consultant developed the 

Management Contract, duly signed between the Ministry of 

Economy and Infrastructure and the Company in June 2017. The 

Management Contract sets the standards for Corporate 

Governance aiming to improve the business conduct of the 

Company. 

The completeness and clarity of specification of results: 

The Project results were arranged in three main pillars:  

1. Demonstration effect of a successful financial and 

operational restructuring:  

The Project, focused on energy efficiency, targeted the 

optimization of the Company’s operating costs and 

improvement of its financial performance. Through its 

demand-side investments, the Project contributed to the 
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decrease of use of imported fuels namely natural gas. The 

Project provided the environmental benefits via the 

installation of Individual Heating Substations (IHS) and a 

new heat only boiler (HOB) on biomass, which enabled the 

shift to renewable fuel, coal being removed from the 

Company’s fuel mix.  

2. Demonstration effect of implementation of new 

technology: 

The Project introduced biomass (wood pellet) fuel with 

automatic feeding, replacing hazardous manually feeding of 

coal in the Molodova HOB plant. The Project also 

contributed to the demonstration of the feasibility of 

replacing fossil fuel with locally sourced biofuel supporting 

the development of the domestic market for such fuels. 

3. Improving the market framework by promoting tariff 

reform: 

The Project contributed to the strengthening of commercial 

operating principles of the Company through the 

introduction of key performance indicators for the 

Company’s management to promote a more consumer-

oriented operating model in line with best industry 

practices. The Project promoted tariff reform and full cost 

recovery tariffs were set. Introducing individualised heat 

regulation and metering (initially only at building level) 

strengthened the link between consumption and payment, 

allowing price signals to affect consumption and incentivise 

energy saving by consumers. 

The adequacy of TIMS benchmarks and other indicators to 

monitor and measure results: 

The TIMS benchmarks were adequate to monitor and measure 

results of the Projects although they are based on previous TI 

objectives, which were applicable until 2016. However, no GHG 

emission reduction targets were specified in the TI Benchmarks 

table because the Project was signed four years prior to the 

integration of the GET approach into the Bank’s operations. 

Though, GHG emission reduction target was added as one of the 

objectives of the Project which demonstrated its climate mitigation 

impact. 
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The integration of risk assessments and experience from earlier 

projects in helping to shape design:  

The EBRD’s previous experience in the sovereign space in 

Moldova and in financing district heating projects in countries of 

operation as well as its ability to prepare projects and structure 

strong implementation arrangements were key in the achievement 

of Project’s results.  

Rating: Standard. The Project’s structure was suitable for the client 

and the objectives of the Project, donor funded activities were 

effectively integrated with financing and TIMS benchmarks and 

other indicators to monitor and measure results were adequate. 

Financing terms: EBRD was the only financier willing to provide 

long-term loan to the Company at the time as commercial banks 

were not ready to extend long term financing, taking into account 

the need for smooth tariff increases but also due to limited 

appetite of the commercial banks in Moldova for public sector 

exposure and the difficulty to take collateral. 

EBRD Attributes: EBRD was uniquely placed to add value to the 

Project through institutional development and skill transfer, 

supported by TC-funded consultancy assignments for 

implementation support and corporate development. The Bank 

had significant leverage for policy dialogue through the E5P grant 

facility, promoting energy efficient and environmentally 

sustainable technologies, especially through the focus on demand-

side investments. 

Conditionalities All the conditionalities are unique to EBRD. In 

addition, the Bank applied its unique sector experience and 

ensured that the design and procurement processes complied with 

high international standards. 

Rating: Standard. The Bank was highly additional both at Project 

preparation and implementation stages. In the absence of the 

EBRD financing the Company would not have access to the long-

term finance and best international practice in project preparation 

and subsequent modernisation and upgrade of the DH services in 

the City. Ultimately, the Company would not complete the 

construction of the facility and would lack necessary experience in 

implementing large infrastructure projects. As a result of the 

Project, the Company gained sufficient visibility in the country 

both through the demonstration of the successful integration of 
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new technology and adherence to strict environmental and 

financial requirements. 

Effectiveness The achievement of TI benchmarks is outlined below: 

1. Demonstration effect of successful operational and 

financial restructuring of the Company, supported by the 

CDP consultants.  

1.1 Decrease in total production cost (including fuel) by 16 per 

cent in real terms (reduction in real terms from MDL 

1239/Gcal to MDL 1062/Gcal heat billed) – Achieved 

As of the end of 2018 the benchmark was achieved. The 

total heat production cost represented MDL 1007.34/Gcal, 

or a decrease by 18.7 per cent due to efficiency 

improvement achieved thorough implementation of 

investment components. 

1.2 Reduction of Non-Revenue Heat (“NRH”) by 15 per cent 

(vs total baseline NRH of 3,600 Gcal) – Achieved. 

The target only refers to the reduction of NRH from the 

installation of IHS. Due to energy efficiency resulting from 

the introduction of IHS, total heat sold (billed) to the 

consumers in the buildings equipped with IHS, decreased 

from baseline of 63,726 Gcal/y to 34,580 Gcal/y. At the 

same time, NRH reduced from the baseline of 3,600 Gcal/y 

to 1,629 Gcal/y in 2021 which represents a decrease of 

NRH of around 55 per cent. However, disregarding the 

effect of energy efficiency gained from IHS and assuming 

that the same amount of heat was sold to the buildings 

with IHS as in the baseline case (i.e. 63,726 Gcal/y), NRH 

would be 3,003 Gcal/y in 2021 representing 17 per cent 

reduction in NRH which also meets the target of 15 per 

cent. 

1.3 Installation of 169 IHSs (covering 19 per cent of 

households connected to the DH system in the City of 

Balti) – Achieved. 

The Contract for supply and installation of IHS was signed 

on 27 October 2017. The installation of all envisaged 169 

IHS has been completed and they were operational starting 

with the heating season in the period from October 2018 

to March 2019. 
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The IHS installed under the Project are providing heat for 

ca. 130 buildings across the City, allowing consumers to 

better regulate their heat consumption, and thus 

strengthening the link between consumption and payment. 

This will enable, with additional investments, future 

provision of domestic hot water, which has been 

discontinued by the Company for 20 years. 

2. Tariff reform – Achieved 

On 17 March 2017, the Board of Directors of ANRE 

approved the tariff increase for services provided by the 

Company: (i) 15.5 per cent tariff increase for heating 

services (1,220.0 MDL/Gcal ca. EUR 58.0/Gcal) and (ii) 

24.0 per cent tariff increase for electricity services (1.70 

MDL/kWh ca. EUR 0.08/kWh). Additionally, in March 

2018, the gas price decreased by 19.7 per cent compared 

to the last price, which enabled the Company to record 

cost savings. This, coupled with heating tariff increase, 

resulted in ca. 35.2 per cent equivalent on tariff 

adjustment. The implementation of the tariff increase for 

the whole heating season enabled the Company to increase 

its turnover in 2018 and to achieve net profit for the first 

time since the Project signing.  

3. Demonstration of successful introduction of new 

technology – Achieved. 

3.1. Introduction of biomass (wood pellet) fuel with automatic 

feeding – Achieved. 

The Contract was signed on 12 July 2017. The HOB was 

manufactured and delivered to the Company. The 

installation works have been completed and the HOB was 

operational starting with the heating season October 2018 

- March 2019. The implementation of this Project 

component resulted in better working conditions for the 

operators and significant reduction of Company's operating 

costs. In addition, the investments in HOB enabled the shift 

to renewable fuel, coal being removed from the Company’s 

fuel mix.  

3.2. Similar solution to be replicated in at least 2 other heat-

generating plants in Moldova – Achieved. 

The Project had a significant demonstration effect for 

similar utility companies in Moldova providing an example 
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of comprehensive energy efficiency solutions for 

modernisation of the DH sector based on modern 

technology with high environmental benefits. The Project 

also introduced effective Demand Side Measures (“DSM”) 

through the installation of IHSs to allow consumption-

based metering and billing.  

A Feasibility Study was undertaken for the Chisinau District 

Heating Supplier which has two combined heat and power- 

plants. As a result, this project, which included the 

implementation of a combined heat and power generation, 

was signed with the World Bank. 

The implementation of combined heat and power 

generation plant was a real breakthrough for the Company, 

being the first plant in the country using such modern 

technology.  

On 6 November 2019 the Project was officially launched in 

the City of Balti, with the participation of local and central 

authorities and also with the participation of the 

Management of the Chisinau District Heating Company, 

who is liaising with the Management of the CET-Nord to 

seek expertise in respect to the operation of the combined 

heat and power generation.  

4. Setting standards for corporate governance – Achieved. 

4.1. Introduction of a management contract between the 

Government of Moldova and the Company, including key 

performance indicator to measure management 

performance – Achieved. 

The Project set standards for corporate governance and 

business conduct via the introduction of a Management 

Contract aiming to regulate the governance of the 

Company and set out performance indicators against which 

the performance of the management of the Company are 

measured. 

The Management Contract was duly signed between the 

Company and the Ministry of Economy and Infrastructure 

in June 2017 .The Management Contract was signed for a 

period of 15 years and sets the standards for Corporate 

Governance aiming to improve the business conduct of the 

Company. 
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Rating: Standard. Given that the project achieved almost all of its 

objectives, the TI rating was closed with a final rating of 

Good/Negligible. 

The Project delivered all its objectives as originally envisaged. The 

investment has improved service levels, reduced consumption of 

natural gas and coal and helped the Company maintain its 

customer base. The implementation of the Project has resulted in 

significant energy efficiency improvements because of customer 

controlled heat supply, improved efficiency of generation capacity, 

increased electricity co-generation and reduced losses in the 

distribution network. 

As a result of the Project, the Company has improved municipal 

heating services for over 100,000 people living in the City through 

the following interventions: 

 • Installation of all 169 IHS, which provides heat for ca. 

130 buildings across the City, allowing consumers to better 

regulate their heat consumption, thus strengthening the link 

between consumption and payment. This will enable, with 

additional investments, future provision of domestic hot water, 

which has been discontinued by the Company for 20 years. 

 • Conversion of a coal-fired HOB to biomass fuel use, with a total 

thermal capacity of 650kW, resulted in better working conditions 

for the operators and significant reduction of Company’s 

operational costs. In addition, the investments in HOB enabled the 

shift to renewable fuel, coal being removed from the Company’s 

fuel mix. 

• Installation of four CHP units for simultaneous generation of 

heat and electricity based on gas engine, with a total electrical 

capacity of 13.4 MWe and thermal capacity of 12.5 MWth. The 

implementation of this Project component is a real breakthrough 

for the Company, this being the first plant in the country using 

such modern technology. It resulted in increased electricity co-

generation and reduced gas consumption. In addition, the CHP 

capacity matches better the periods of high heat demand. 

• Rehabilitation of the heat generation system, including multiple 

pump and fan replacements and the installation of frequency 

converters, which enabled the Company to decrease the electricity 

and gas consumption leading to significant energy efficiency 

improvements. 



PUBLIC 

PUBLIC 

In addition to above, the Board document also specified the 

following overall objectives of the project:  

 Total population benefiting from improved district heating – 

100,000 people – Achieved. 

Total population benefitting from the improved district heating 

services reached 100,000. At a national level, the Project had a 

positive impact on Moldova’s energy security and balance of trade.  

 Annual reduction in tonnes of CO2 emissions (equivalent) in the 

Project area by 18,300 tonnes and reduction in tonnes of CO2 

emissions (equivalent) per person per year in the project area 

by 0.18 tonnes (a reduction from 0.78 to 0.60 tonnes CO2 per 

person per year) – Achieved. 

The Project achieved annual reduction of CO2 emissions 

(equivalent) of 45,319 tonnes whereas reduction in tonnes of CO2 

emissions (equivalent) per person per year in the project area was 

0.33 tonnes also exceeding the target by roughly 1.8 times. 

Rating: Standard. The Project achieved all of its intended objectives. 

The following donor-funded activities contribute to the 

achievement of operational objectives or larger outcomes: 

TC activities 

- Feasibility Study. Preparation of a technical, financial, 

environmental and social feasibility study was financed by 

the Government of Sweden through Sida as part of a DH 

market study in Moldova. The Feasibility Study was well 

prepared and provided a good basis to make the Bank’s 

investment decision. 

- Corporate Development Support Programme (“CDP”) was 

funded by Sweden through SIDA EBRD Municipal 

Environment and Climate Programme Fund. The CDP 

consultant developed the Financial and Operational 

Performance Improvement Programme ("FOPIP"), which 

helped to improve operational performance of the 

Company. The Tariff Setting Guidelines were also 

developed, which were the basis for the implemented tariff 

reform. Among other deliverables were the Gender Action 

Plan, the Stakeholder Engagement Plan, the Corporate 

Development Plan, and the Training Programme, which 

were all approved by the Company. Additionally, the CDP 
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consultant developed the Management Contract, duly 

signed between the Ministry of Economy and 

Infrastructure and the Company in June 2017. The 

Management Contract sets the standards for Corporate 

Governance aiming to improve the business conduct of the 

Company. 

- Project Implementation Support (“PIU”) was funded by 

Sweden through Sida EBRD Municipal Environment and 

Climate Programme Fund and the EBRD Early Transition 

Countries Fund (now known as Sustainable Infrastructure 

Fund). Presence of the PIU consultants was important to 

ensure successful implementation of the Project. In 

particular, conducting procurement in accordance with 

EBRD PPR, implementation of ESAP and achievement of 

project objectives. 

Policy Dialogue 

The Project also contributed to consumer awareness, stakeholder 

engagement and transparency and was an important component of 

the policy dialogue with Moldovan authorities regarding the 

enforcement of the principle of cost-recovery tariffs for DH 

services. Following active policy dialogue in the form of reform 

advocacy with Moldovan authorities, the National Agency for 

Energy Regulation approved the required tariff adjustment for DH 

services in March 2017, to support the Company in adhering to 

the cost-recovery principle. The tariff increase enabled the 

Company to enhance its financial standing and achieve net profits.  

Rating: Standard. TC activities including the Feasibility Study, CDP 

and PIU, and policy dialogue on tariff reform with public authorities 

significantly contributed to the achievement of operational 

objectives or larger outcomes of the Project. 

Efficiency Project preparation  

In 2013, EBRD started a two-phase programme to identify 

opportunities for financing the rehabilitation/modernization of 

district heating systems (DHS) in cities located in the Republic of 

Moldova. The first phase aimed to identify a city or a number of 

cities (outside of the capital) that had DHS with real development 

potential, while the second phase focused on developing a 

feasibility study to establish the priority investment programmes 

for the qualified cities. 



PUBLIC 

PUBLIC 

According to the performed studies, only Balti city met the criteria 

needed in order to proceed with the funding decision, since it had 

a large enough DHS that could render significant benefits through 

the implementation of the investment programme. The feasibility 

study was then prepared, covering financial, technical, legal and 

environmental aspects of the Project, including an economic rate 

of return analysis of the proposed investment and an 

Environmental and Social Action Plan. The feasibility study 

provided a good basis to make the investment decision. 

Enforcement of conditions and covenants  

Meeting Conditions Precedents to effectiveness was challenging for 

the Company and resulted in implementation delays.  

Hiring and managing of consultants 

Both CDP and PIU consultants were hired to support the Project 

and their performance was in line with the expectations.  

Presence of CDP was particularly important to improve 

operational performance of the Company, develop the tariff 

setting guidelines and to set standards for corporate governance 

and business conduct. The assignment was completed on time and 

without any major issues.  

The Company had no experience and knowledge of handling large 

investment programmes and complying with International 

Financial Institutions (“IFIs”) requirements for procurement, 

financial reporting and environmental and social requirements. This 

could have affected negatively its capacity to implement the 

Project. However, no complications experienced, as potential risks 

were mitigated through the adequately tailored terms of reference 

and timely mobilisation of PIU consultants, without which Project 

implementation could have been jeopardized. The PIU consultants 

were supportive and easy to reach. Their performance was at high 

standard with relevant team of experts and no major issues were 

raised by the client.  

Implementation and monitoring 

Due to an increase in the cost of project components since 2013 

when feasibility study was done, there was a financing gap of ca. 

EUR 740,000. Due to the limited budgetary resources of the 

Government as well as the financial constraints of the Company, 

additional borrowing was not possible. Following a request from 

the Ministry of Finance to the EBRD to consider a grant allocation, 
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EBRD in a timely manner approved and allocated grant funding 

from EBRD SSF. 

Client relationship management 

During Project implementation the Bank has built and maintained a 

strong relationship with the Company. The Company has 

recognised the need to improve and diversify the services it offers 

in order to retain their existing customers and attract new 

customers, including those that previously switched to individual 

gas boilers. The Company also acknowledged the need to invest 

and modernise its infrastructure in order to increase the use of 

lower carbon heat sources. The combination of the engaged Client 

and the Bank helped to reverse the decline of DH services. 

Building on the success of the Project, a second project, which 

aims to further enhance DH operational and energy efficiency, was 

signed in December 2021. System control will be digitalised, 

apartment level consumption-based billing will be introduced to 

the system, which is one of the Bank’s major policy objectives for 

the district energy sector, and operation of the new highly efficient 

combined heat and power plant will be further optimised. The 

Phase 2 of the Project will further reduce gas consumption for 

space heating through better energy regulation in buildings and 

reinstate the supply of affordable centralised domestic hot water 

to consumers, which was discontinued in the 1990s following a 

period of underinvestment and poor service. It encourages a 

reduction in electricity import, resulting in enhanced energy 

security and significant savings of CO2 emissions.  

Rating: Standard. The Bank met its operational standards, and 

there were no significant shortcomings due to the Bank’s appraisal, 

structuring or supervision performance. 

The Project promoted a comprehensive transition agenda involving 

tariffs set at full cost recovery. Tariff reform has also been 

implemented and the tariffs achieved cost recovery levels in 2017. 

It is expected that tariffs will be maintained at cost recovery levels 

going forward.  

The Project facilitated the switch from production-controlled to 

consumer-controlled provision of heat. The consumption-based 

billing has created the necessary incentives for the end-consumers 

to save energy through behavioural changes and further energy 

conservation measures inside buildings and at apartment level. The 

acquisition of new gas engines for CHP, implementation of IHSs 

and conversion of a coal-fired HOB to biomass fuel use enabled 
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the Company to reduce operating and maintenance costs by raised 

technical status of the infrastructure and modernised control and 

monitoring of the operations. The Project helped improve the 

operational efficiency and financial management of the Company 

and therefore the sustainability of the DH services in the City. It 

also helped provide training in financial and environmental 

management for the key employees of the Company enabling 

genuine skills transfer. 

The results achieved during the Project are sustainable and 

expected to continue further despite increases in average 

temperature during the heating season.  

The Project helped the Company to improve its performance and 

introduce a number of ISO standards and comply with them as 

follows: 

- ISO 9001: 2015 standard - Quality management systems 

- ISO 14001: 2015 standard - Environmental management 

systems 

- ISO 45001: 2018 standard - Occupational health and 

safety management systems. 

- ISO 50001: 2018 standard - Energy management systems  

- ISO 37001: 2016 standard - Anti-bribery management 

systems. 

As a result of the Project completion the Company will be able to 

further achieve efficiency gains and increase profits through the 

increase in the electricity production coupled with the reduction of 

electricity and gas consumption.  

The Company also prepares financial statements in accordance 

with IFRS/IAS standards and has them audited annually. Also, it 

has been satisfactorily reporting on annual basis on the Project’s 

E&S performance and ESAP implementation. 

Rating: Standard. All the above-mentioned achieved results are 

sustainable and expected to continue beyond the Project. 

Following the successful implementation of the Project, the second 

phase was signed in December 2021. It aims to finance demand 

side measures, introduce digitalisation and thermal storage to 

further modernise and improve DH infrastructure in Balti. As a 

result, the second phase will enhance energy efficiency, reduce gas 

and heat consumption and improve the quality of DH services in 
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the City. It was awarded Gold Sustainability Award in Sustainable 

Energy category in 2022. 

Implementation 

Summary 

The Project helped to modernise and upgrade the district heating 

services in the city of Balti, Moldova. The investment has improved 

service levels, reduced consumption of natural gas, eliminated the 

uses of coal as well as helped the state owned company CET-Nord 

JSC (the “Company”) maintain its customer base. The 

implementation of the Project has resulted in significant energy 

efficiency improvements due to customer controlled heat supply, 

improved efficiency of generation capacity, increased electricity 

cogeneration and reduced losses in the distribution network. 

The Company significantly improved its environmental, energy 

management and occupational and health and safety practices due 

to implementation of the Environmental and Social Action Plan and 

introduction of ISO standards. 

The Project also contributed to tariff reform by introducing cost-

recovery tariff levels. The successful introduction of biomass 

(wood pellet) fuel with automatic feeding and implementation of 

combined heat and power generation plant was a real 

breakthrough for the Company being the first plant in the country 

using such modern technology. Such technologies are being 

considered by other cities in Moldova. Finally, Management 

Contract was duly signed between the Company and the Ministry 

of Economy and Infrastructure for a period of 15 years, which sets 

the standards for corporate governance. 

 


