Handbook for the Preparation and
Implementation of Projects




The Handbook is a document prepared by the Bank’s services to describe the Bank’s modus
operandi. It cannot therefore be read as conferring any rights on third parties. Terms and
conditions applicable to CEB’s financing will be the ones defined in the corresponding
contractual documentation.
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Preamble

This Handbook for the Preparation and Implementation of Projects represents an operational manual
intended for CEB services and accessible to the Bank’s borrowers. It is available, in its electronic format, on
the CEB website (www.coebank.org).

The Handbook provides, from an operational perspective, the necessary information regarding preparation,
financing, implementation and monitoring of CEB loans. Based on the CEB’s Loan and Project Financing
Policy and the CEB Loan Regulations, it also takes into account the principles from different CEB guidelines
and policies, including CEB Environmental and Social Safeguards Policy, CEB Procurement Guidelines,
CEB Anti-fraud Charter, CEB Social Dividend Account Policy, internal guidelines on compliance and general
governance.

The Handbook is updated by CEB, wholly or partially, on a regular basis.
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CHAPTER 1

Eligible borrowers

The CEB grants loans to the following counterparties:

° its member states;
. any legal entity approved and guaranteed by a member state;
° any legal entity approved by one of the CEB’s member states if the Administrative Council deems

the loan to carry sufficient guarantees.

The borrower may be the member state itself, a central or local government entity, a financial institution or
any other public or private entity.
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CEB’s lines of action

Inclusive growth

Support for vulnerable
groups

Environmental
sustainability

CHAPTER 2

CEB lines of action

The CEB’s lines of action stem from its social mandate and are in line with
the Council of Europe’s values and overall objectives. They provide
direction on the issues the Bank intends to address through the
orientations of its Development Plan and, more specifically, its project and
loan activity.

The Bank’s core social mandate is currently defined by the lines of action
that promote inclusive growth and support for vulnerable groups within
projects throughout its member states while also integrating the cross-
cutting environmental sustainability line of action. Those lines of action
can be outlined as follows:

Inclusive growth - working to guarantee access to economic
opportunities and ensure a prosperous future for all: The CEB supports
inclusive growth through investments centred on pivotal socially-
oriented sectors, such as housing and social care, health, education
and micro, small and medium enterprises (MSMEs). The Bank also
lends to the social economy and is reinforcing its engagement with
sub-national stakeholders to guarantee that its investments reach the
largest number of people and result in the highest social impact.

Support for vulnerable groups — helping to integrate the most
vulnerable citizens and nurture a more diverse society: The CEB
promotes both short-term emergency response and long-term
integration measures to address people-related issues based on
gender, age, homelessness, disability and ethnic or migrant
background. The Bank focusses on investments in support of effective
long-term integration, such as providing vulnerable people with quality
housing, access to education and job-creation programmes so as to
ensure their economic resilience and social inclusion. Vulnerable
groups are also supported through financing programmes provided
through microfinance institutions, and through grant and non-lending,
fiduciary operations.

Environmental sustainability — supporting a liveable society that
promotes environmental sustainability, mitigates and adapts to climate
change: The CEB supports the financing of climate change mitigation
and adaptation projects and non-climate action projects which
generate environmental benefits. It also seeks to enhance the
integration of climate action components in all its project proposals,
such as the potential for reducing greenhouse gas emissions or
opportunities for improving climate resilience. The Bank’s project
screening process ensures that all eligible projects are conceived to
contribute to the fulfilment of the Paris Climate Agreement and to
meet the requirements of the CEB’s Environmental and Social
Safeguards Policy (ESSP).
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Sectors of action, eligibility criteria and mapping of SDGs

Sectors of action 3. Each sector of CEB activity derives from its stated lines of action and is defined
by clear and detailed eligibility criteria.

4. Mainstreaming SDGs into CEB’s activities offers the Bank a unique opportunity to
Mapping of help contribute to the ambitious UN 2030 Agenda for Sustainable Development
associated SDGs and to capitalise on its distinctive mandate and institutional capacity.

5. The CEB strives to map its sectors of action with the related set of SDGs that
could be effectively addressed through investments in those sectors.

Applying SDGs to 6.  As the responsibility and accountability for achieving the SDG goals and targets

CEB sector of lays with the countries signatories of the UN 2030 Agenda, the CEB’s
action and endeavours to integrate the SDGs into its operations are foremost in support of
investment at hand the stated commitments of its member states.

7. Discussed with the borrower and/or CEB member state, particular SDGs are
thus assigned to each project on a case-by-case basis depending on the sector
and the overall goal and scope of social investment financed.

Aid to refugees, migrants, displaced persons and other vulnerable groups

i 8. Aid to refugees, migrants and displaced persons is, together with aid to victims
. o . s of natural or ecological disasters, one of the two statutory priorities of the CEB
Mﬂﬂ‘n‘ (Article Il of the Articles of Agreement):

“The primary purpose of the Bank is to help in solving the social problems with
1=, which European countries are or may be faced as a result of the presence of
- refugees, displaced persons or migrants consequent upon movements of

d=) refugees or other forced movements of populations {(...)”".

v

9. The CEB also intervenes in this sector in favour of populations regarded as

GENDER vulnerable, such as :
EQUALITY

9.1. persons living below the poverty threshold (less than 60% of the national
average income *);

9.2. abandoned children, children in vulnerable situations and persons with
DECENT WORK AND disabilities;

ECONOMIC GROWTH . . are

/\/ 9.3. ethnic minorities.

10. CEB financing in this sector would aim at improving the living conditions of the
targeted populations through projects such as:

GOOD HEALTH

AND WELL-BEING 10.1. construction and repair of accommodation structures, e.g. reception
centres, shelter and housing facilities;
_A/\/\' 10.2. programmes and facilities for preventive and curative medicine;
10.3. programmes and facilities for education and vocational training;
wam 10.4. basic infrastructure and equipment necessary to meet the immediate
. needs of populations facing emergency situations.

11. Projects approved in favour of such populations may benefit from accelerated
procedures for appraisal, approval and — if justified — disbursement.

g

Poverty threshold: in European comparisons, this threshold is fixed at 60% of the equivalent average income in the country of
residence.

Handbook for the preparation and implementation of projects - CEB

Updated on 16/06/2020 Chapter 2 4» Page 2 of 9



Housing for low-income persons

13.

15.

16.

17.

18.

12.

14.

The CEB finances projects for the renovation, construction or refurbishing of
housing and for the conversion of buildings into housing so as to provide decent
housing for low-income persons, corresponding to social housing criteria
whenever these are defined by the national legislation.

Eligible projects can be targeted to provide access to property ownership, rental
housing or related infrastructure (such as water mains, electricity and gas
supplies, collection and treatment of waste water and solid waste, commercial
premises, playgrounds).

The criteria that the CEB takes into account are income, the physical
characteristics of the housing and the purchase and/or sale conditions
applicable in each member country or in the region of the member country
hosting the project, in compliance with the legal or regulatory provisions in
force. In the absence of satisfactory regulations, the eligibility criteria can be
based on the following principles, or on other specific criteria to be established
by CEB during appraisal:

14.1. the income of the target population is limited to a percentage of a
relevant income indicator selected according to statistical data available
for each member state or region concerned?;

14.2. the floor area is limited in principle to a maximum of 35 m? per person in
the case of households comprising between 1 and 2 people and 23 m? per
person for larger households. However, the minima shall not be inferior
to commonly accepted habitability criteria and the maxima can be
determined during project appraisal.

14.3. in the case of projects involving access to property ownership, this must
be for the principal residence, with a firm undertaking to occupy the
premises for a minimum period of 5 years.

Projects involving the renovation and/or the rehabilitation and conversion of
buildings into housing must meet the following criteria, or other specific criteria
as established by CEB during appraisal:

15.1. housing units must belong to public or private entities lessors of social
housing, or to owner-occupants of assisted affordable housing;

15.2. rented housing units must be controlled-rent properties;

15.3. housing units must have a maximum total floor space of 92 m?, except
those occupied by large families (more than 4 persons);

15.4. the floor space of commercial or office premises may not exceed 20% of
the total floor space of the building;

15.5. the renovation of housing for energy saving purposes may be financed
according to eligibility criteria determined during project appraisal.

Moreover, projects in favour of priority or vulnerable populations can be
financed according to specific criteria established for each project.

At the borrower’s request, the Administrative Council may, if it deems it to be
justified, approve housing projects aimed at populations for whom special
measures have been taken by the member state or a territorial authority.

At the borrower’s request, the Administrative Council may, if it deems it to be
justified, approve housing projects developed in the framework of the EU
initiatives, within or outside the EU.

2

Other than GDP per inhabitant.
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Improving living conditions in urban and rural areas

0= 19. Projects aimed at improving living conditions in urban areas must concern

P urban areas lacking sufficient urban infrastructure and/or in social and cultural

=) amenities.
v

20. Projects aimed at improving living conditions in rural areas must concern
regions characterised by a low population density or declining population or
activities in fields such as agriculture, forestry, aquaculture and fishing,
infrastructure and service delivery defined by the national legislation.

21. The CEB finances projects involving the construction or rehabilitation of
B infrastructure aimed at urban or rural modernisation. Only those infrastructure
investments included in the national, regional or municipal budget will be

@ considered as eligible, such as:

21.1. utilities such as water mains, electricity and gas supplies, sewers,
treatment of solid and liquid waste;

21.2. local road network infrastructure and maintenance;

21.3. local public transportation infrastructure, equipment and maintenance;

21.4. public lighting;

21.5. district heating;

21.6. community services, educational and medical facilities;

21.7. temporary shelters and social housing;

21.8. socio-cultural or sports facilities such as playgrounds, green spaces,
exhibition sites, theatres and libraries;

21.9. development of industrial estates;

21.10.irrigation networks in rural areas;

21.11.administrative buildings and public housing.

22. The projects can be carried out by public or private entities.

23. Irrigation projects involving the building of water-retaining dikes, dams and
related infrastructure are eligible as long as the criteria detailed by the CEB’s
Environmental and Social Safeguards Policy are met.

Natural or ecological disasters

e 24. Aid to victims of natural or ecological disasters is one of the CEB’s two statutory
. s » priorities (Article Il of the Articles of Agreement), together with aid to refugees,
Mﬁ"ﬂ' migrants and displaced persons:
“The primary purpose of the Bank is to help in solving the social problems with
1 Jreri which European countries are or may be faced as a result of the presence of (...)
- victims of natural or ecological disasters”.

= )5

= . The purpose of the actions undertaken is to provide national and local

authorities with assistance in the reconstruction of the affected areas. They are
5 also aimed at supporting investments and developing means for the prevention
of natural or ecological disasters.

@ 26. Projects in this sector usually involve the reconstruction or rehabilitation of
destroyed or damaged priority structures, in particular:

26.1. basic infrastructure such as water supply and wastewater systems and
facilities, solid waste treatment facilities, electricity and gas supply systems;

26.2. social infrastructure such as health and educational facilities; public
service/social care facilities and infrastructure (e.g. student dormitories,
child protection centres, fire/police stations, etc.);
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CLEAN WATER
AND SANITATION

v B

QUALITY
EDUCATION

|

00D HEALTH 28.

AND WELL-BEING

"V\/\' 29.

26.3. shelter and housing infrastructure;
26.4. intervention materials and equipment.

The CEB also finances projects specifically targeted at reducing the vulnerability
to natural and ecological disasters and mitigation of their risks, in particular in
terms of floods, fire, avalanches, earthquakes and landslides. Natural disaster
risk management programmes aimed at increasing disaster preparedness and
response capacity, including public training and awareness activities, can also be
financed by CEB.

Projects approved in favour of the populations concerned may benefit from
accelerated procedures for appraisal, approval and — if justified — disbursement.

Within the framework of projects for the prevention of natural or ecological
disasters, projects aimed at the construction of water-retaining dikes are
eligible as long as the criteria detailed by the CEB’s Environmental and Social
Safeguards Policy are met.

Protection of the environment

1 CLIMATE 30.

ACTION

3 2

CLEAN WATER
AND SANITATION

v

32.

33.

34.

35.

31.

The CEB finances projects that contribute to protecting and improving the
environment, and thus to improving living conditions. In parallel to its specific
action in this sector, the CEB also systematically takes into account the
environmental aspects of all the projects that it appraises, regardless of the
sector concerned.

The CEB can finance projects concerned with:

31.1. reduction and treatment of solid and liquid waste;

31.2. clean-up and protection of surface and underground water;

31.3. decontamination of soils and aquifers;

31.4. protection against noise;

31.5. production of renewable energy;

31.6. energy saving measures (excluding energy production/distribution);
31.7. reduction of air pollution;

31.8. protection and development of biodiversity;

31.9. cleaner transport means and networks.

As regards the production of renewable energy, projects eligible for CEB
financing must be strictly in line with the specifications and requirements
defined by CEB during appraisal.

Investments related to protection of environment undertaken by private entities
as beneficiaries of a CEB loan shall be restricted to MSMEs, as defined by the
Handbook.

Investments undertaken by private enterprises for the creation of infrastructure
for the treatment of solid and liquid waste and wastewater that is not produced
by the enterprises themselves are eligible.

Lastly, these projects must concern populations defined at local or regional level.

Protection and rehabilitation of historic and cultural heritage

36.

Restructuring and rehabilitation of historic and cultural heritage classified as
such by the member state concerned.
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Health and social care

e 37. The CEB can finance projects concerning health, social care and related
. s » infrastructure such as:
RN 37.1. Construction and/or rehabilitation of:
37.1.1. public or private hospitals;
REDUCED 37.1.2. public or private medical service infrastructure;
10 INEQUALITIES L. . L.
& 37.1.3. specialised centres in assisting vulnerable and dependent
4= populations;
v 37.1.4. nursing homes for the elderly and welfare centres, including
o housing for the aged who are still independent;
9 i 37.1.5. research and development facilities.
g 37.2. Supply and installation of medical equipment, non-medical equipment
and furniture

T 37.3. Adaptation of such premises in order to facilitate their access to persons
MDWELLBENG with reduced mobility
41 /‘ 37.4. Acquisition of health management and related material and equipment;
this may involve outright purchase, or the lease or other forms of long-
term hire of such equipment

37.5. Home-based care and support programmes
37.6. Health related research and development programmes
37.7. Training and support programmes in favour of disabled groups
37.8. Training for specialised staff in the social and health sectors.

38. Within the framework of health projects, financing can also be granted for basic
infrastructure such as water supply and wastewater systems and facilities, solid
waste collection and treatment facilities including hazardous waste, electricity

and gas supply systems, IT infrastructure and communications facilities (i.e.
telephone, internet, cable etc.).

39. Private establishments and infrastructure must be state-approved (in
compliance with the criteria fixed by the state for this type of establishment).

Education and vocational training

(1 Jrr 40. The CEB can finance education and vocational training projects, and the related
o infrastructure, such as:
d=) 40.1. Construction and/or rehabilitation of early childhood education
Y facilities, primary and secondary schools, technical colleges, vocational
QuALITY training centres, establishments of higher education or specialised
EDUCATION learning and/or research and development centres. Eligible investments
.' i may include sports and socio-cultural centres/equipment as well as
I\/l' residence facilities pertaining to such establishments, learning

materials, furniture and equipment

40.2. Adaptation of such premises in order to facilitate their access to persons
with reduced mobility

40.3. Programmes providing assistance in the training and development of
staff in the social and education sectors

40.4. Programmes involving training for the unemployed and in favour of
disadvantaged populations, for professional reconversion, for providing
training in natural or ecological disaster prevention and preparedness
for members of the civil protection forces or for training of magistrates,
administrators, civil servants and government officials
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41.

42.

43.

40.5. Education related research and development programmes

40.6. Training programmes in favour of vulnerable groups

40.7. Training for specialised staff in the education and vocational training
sectors

40.8. Programmes for student loans.

Private establishments must be state-approved with recognition of diplomas at
national level.

Costs related to the payment of university or college tuition fees and student
living costs may be eligible for CEB financing. The scope and specifications will
be defined during appraisal on case by case basis.

Education-related investments may also include basic infrastructure such as
water supply and wastewater systems and facilities, solid waste collection and
treatment facilities, electricity and gas supply systems, IT infrastructure and
communications facilities (telephone, internet, cable, etc.).

Infrastructure of administrative and judicial public services

10 Mot

A

(=)

v

45.

1 6 PEACE, JUSTICE
AND STRONG
INSTITUTIONS

.
»e

Y,

44.

46.

47.

The CEB finances projects for the construction or rehabilitation of infrastructure
and for the conversion of buildings into premises intended for public service
use. This includes in particular investments in support of the organisation and
functioning of administrative and judicial public services as well as training of
the related staff.’

With regard to penitentiary infrastructure in particular, the projects financed by
the CEB must respect the principles of the Recommendations made by the
Committee of Ministers of the Council of Europe concerning European Prison
Rules.*

Projects in this sector must concern, exclusively, buildings intended for national,
regional or local government(s), or for technical agencies in which such bodies
have a majority interest as well as related infrastructure. This includes, for
instance, penitentiary infrastructures, fire/police stations, training centres or
buildings connected to municipal/local/regional administrations.

Costs related to equipping and making operational the educational and
vocational training components in judicial infrastructure projects may be
eligible for CEB financing under the ‘judicial infrastructure’ sector of action.

Supporting MSMEs for the creation and preservation of viable jobs

48.

The CEB provides Programme Loans with the primary purpose of promoting the
creation and preservation of viable permanent and/or seasonal jobs by
facilitating access to credit. Such loans can finance fixed productive
investments, including through leasing, or working capital requirements as
deemed eligible by CEB. They are aimed at micro, small and medium-sized
enterprises (MSMEs), including those exercising craftsmanship/artisan activities
or small family-owned enterprises engaged in regular economic activity.

In compliance with point 1.5. of the Action Plan of the 3" Summit of Heads of State and Government of the Council of Europe
held on 25 and 26 May 2005.
Approved by the Committee of Ministers on 11 January 2006, at the 952™ Meeting of the Ministers’ Deputies, the

Recommendation Rec (2006)2 of the Committee of Ministers of the Council of Europe to the member states concerning

European Prison Rules.
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DECENT WORK AND

ECONOMIC GROWTH

o

49.

51.

52.

53.

54.

55.

56.
57.

58.

To reach MSMEs effectively for the purpose of supporting job creation, CEB can
support selected licensed financial intermediaries (FIs) such as commercial
banks, specialised financial intermediaries (e.g. public development banks) or
non-bank financial intermediaries such as leasing companies. This support may
either be in the form of direct lending through an Fl or through on-lending via
an apex structure.

Reflecting its social mandate, CEB prioritises for its support the smaller MSMEs
and those with limited, less favourable, or even no access to credit. This
includes in particular start-ups and enterprises owned by women, by minorities
and by vulnerable groups.

The CEB gives priority to those initiatives in this sector that are supported by
member state governments. CEB supported intermediaries will need to
demonstrate upfront a clear commitment and ability to on-lend to the target
MSMEs on a commercially sound and economically sustainable basis.

CEB uses the same definition of MSMEs as the European Union (EU Commission
Recommendation 2003/361/EC), which may be updated from time to time.

Extract of Article 2 of the Annex of Recommendation 2003/361/EC: “The category
of micro, small and medium-sized enterprises (SMEs) is made up of enterprises
which employ less than 250 persons and which have an annual turnover not
exceeding 50 million euro, and/or an annual balance sheet total not exceeding 43
million euro.” To be eligible to CEB funding, SMEs have to be “autonomous
enterprises” within the meaning of the Recommendation, i.e. either completely
independent or less than 25% stake held by a non-SME company.

CEB provides Programme Loans to Microfinance Institutions (MFIs) with the
objectives of contributing to the financial inclusion of the vulnerable
populations, including rural community, women, migrants and ethnic
minorities, tackling regional disparities and gender imbalances.

MFls can channel the CEB loan in the form of:

e business loans for investment and working capital financing needs of start-
ups and existing businesses;

e non-business loans such as house improvement loans and small-scale
energy efficiency investment loans of private households as well as
emergency loans to meet education and health related expenses are
eligible for CEB financing.

CEB does not finance personal consumer loans.

Working capital funding aims to provide a stable growth base for well-managed
firms and encourage intermediating Fls to develop longer term financing
relationship with MSMEs, including for the recurrent needs required to cover
day to day business expenses and ensure uninterrupted operations,
independently of IFI financing arrangements.

The Bank’s loans aimed at supporting small firms (from 10 to 49 employees) and
medium sized enterprises (from 50 to 249 employees) will incorporate limits
with respect to the financing of any Working capital requirements, as a
maximum share of the CEB loan on a loan portfolio and/or as ceilings per
individual beneficiary SME. Such parameters will be determined based on CEB'’s
assessment of the targeted loan portfolios during appraisal and presented in
the Loan Document.
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59.

60.

61.

For micro enterprises (less than 10 employees), all working capital needs can be
financed, as long as the financial intermediary establishes that the end-
borrower is well managed, has a sound financing plan and demonstrates good
management and current account cash flow. This approach aims to give
financial intermediaries the necessary flexibility to support sound micro firms’
growth.

Irrespective of MSME categorisation, in order to ensure that permanent MSME
working capital requirements are covered by stable funding, minimum maturity
eligibility requirements of at least 18 months applicable to the financial
intermediaries’ on-lending instruments shall be established during appraisal and
presented in the Loan Document. Where appropriate, consideration shall be
given to the disbursement of tranches dedicated to working capital financing.

Investments related to renewable energy, education (schools/universities) and
health (hospitals/clinics) sectors should not be financed under CEB’s ‘Supporting
MSMEs’ sector of action, but under the related sectors (i.e. ‘Protection of the
environment,” Education and professional training’ or ‘Health and social care’).
Smaller scale sub-projects related to health and education (e.g. privately owned
dental/medical practices, childcare/kindergarten or elderly care facilities) may
be financed under the ‘MSMEs’ sector of action provided that the sub-borrowers
comply with the above-referred MSME definition.
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CHAPTER 3

Sectors of activity excluded from CEB financing

The following activities defined by the NACE nomenclature of the European Union® shall be excluded from
the CEB’s financing:

1. Industries extractives (NACE B) except division 8 Other mining and quarrying (8.1 Quarrying of
stone, sand and clay; 08.91 Mining of chemical and fertiliser minerals and 08.92 Extraction of
peat; 08.93 Extraction of salt)

Distilling, rectifying and blending of spirits (NACE C11.01)
Manufacture of tobacco products (NACE C12)

Manufacture of coke and refined petroleum products (NACE C19)
Processing of nuclear fuel® (NACE C24.46)

Manufacture of weapons and ammunition (NACE C25.4)
Manufacture of military fighting vehicles (NACE C30.4)

Financial and insurance activities (NACE K64-66)

W oK N UV R WDN

Real Estate Activities (NACE L68)

=
e

Gambling and betting activities (NACE R92)

=
=

Activities of membership organisation (NACE S94)

12.  Activities of extraterritorial organisations and bodies (NACE U99)

Investment projects linked to pornography and to products regarded by the CEB’s member states
regulations as harmful to the health and the environment?® shall also be excluded.

The French acronym NACE refers to the “Statistical Classification of Economic Activities in the European Community”.
Developed since 1970, NACE provides a framework for the collection and presentation, according to economic activity, of a
wide range of statistics in the economic areas (for example: production, employment, national accounts) or others — See
Regulation (CE) No. 1893/2006 of the European Parliament and of the Council of 20/12/2006 establishing the statistical
classification of economic activities NACE Revision 2 and amending Council Regulation (EEC) No 3037/90 as well as certain EC
Regulations on specific statistical domains.

This does not apply to the purchase of medical equipment, quality control (measurement) equipment and any equipment
where the CEB considers the radioactive source to be insignificant and/or adequately shielded.

Production or trade in any product or activity deemed illegal under the member states laws or regulations or international
conventions and agreements, such as unbonded asbestos fibers, pharmaceuticals, pesticides/herbicides, ozone-depleting
substances, polychlorinated biphenyls (PCBs), wildlife or products regulated under the Convention on International Trade in
Endangered Species (CITES).
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Definition

Borrower’s responsibility
during implementation

Procurement

CEB share of financing

Other sources of financing

CEB loan duration

Project starting definition

Monitoring modalities

Disbursement conditions
according to the progress
of works

First tranche
disbursement

CHAPTER 4.1
Financial means of action

Project Loan (PR)

CEB Project Loans are direct loans to an entity to finance a predefined
investment or a group of related investments. The investments financed
through a CEB project loan are normally concentrated in one of the Bank’s
sectors of action.

The borrower shall implement the project in line with the stipulations of the
Framework Loan Agreement and shall apply all care and diligence — including,
but not limited to, legal, financial, managerial and technical — required for the
proper implementation of the project. The borrower shall implement the
project in conformity with the requirements set forth in the CEB Environmental
and Social Safeguards Policy.

Procurement of supplies, works and services to be financed under the project
shall comply with the CEB Procurement Guidelines.

In order to reinforce the need for a strong and demonstrated commitment and
ownership of a project by the borrower, including through funding from its
own resources, the CEB finances up to 50% of total project costs, unless
otherwise agreed during appraisal. CEB’s share of financing is determined
according to the project’s characteristics and funding needs, the borrower’s
overall financial situation, the availability of budgetary allocations, the
priorities of the proposed investment(s) and the expected social impact of the
investment(s).

In the interest of smooth implementation of the project, the CEB requires that
the other sources of financing are committed in parallel with its loans. Should
the costs of the project increase or be revised for whatever reason, the
borrower shall ensure that the additional financial resources for the
completion of the project are available.

The financial conditions of the loan should be well-matched to the nature of
the underlying investments; in other words, tenor of the CEB project loan
should closely correspond to the underlying infrastructure to be financed.

Investments financed through a project loan are well-defined at the time of
project approval. At the time of the approval, the costs already incurred shall
not be higher than 40% of the total estimated eligible cost.

Monitoring of the project loan is carried out in line with the CEB’s Loan and
Project Financing Policy at least once a year and previous to a new
disbursement. Special attention is paid to costs, financing plan, procurement as
well as physical and social objectives of the project. The borrower must
provide a reliable estimate of the physical progress of the project at the time of
each disbursement.

CEB loans are disbursed through a number of tranches determined in
accordance with the progress of works, as documented by the borrower and
monitored by the Bank.

The first loan tranche normally enables the start of the works and does not
usually exceed 25% of the approved loan amount. However, the first
disbursement may exceed this limit if justified by the progress of works as
determined during appraisal.
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Project loan completion

The disbursement of each of the subsequent loan tranches can go ahead as
soon as the borrower has allocated 90% of the previous tranche(s) provided
that all previously disbursed tranches have been fully allocated, and that the
quality of works is satisfactory. The amount of the subsequent loan tranches
will be determined on the basis of forecasted expenditure for the forthcoming
months within a limit of one year.

Each tranche disbursed by the CEB must be committed under the project
within the timeframe defined in the FLA, subject to a maximum limit of 12
months from the disbursement date. Beyond this limit, unless duly justified
and authorised by the CEB, the non-committed loan amount must be
reimbursed to the CEB according to the provisions contained in the FLA, with
the cost of repayment being borne by the borrower.

The project is visited at least once during the implementation. For new
borrowers, a technical mission may be required during project appraisal. If a
previous technical monitoring mission rated the project as ‘barely satisfactory’
or ‘unsatisfactory’ (rating lower than 3 on a scale of 1 to 4, with 4 being the
best), the project is visited again within a period of time proposed by CEB
unless it was the completion mission. The borrower should endeavour to
respect the conclusions of the mission and take into account CEB'’s
recommendations.

Upon completion of the project, the borrower shall submit to the CEB a
completion report on the use of funds and the attainment of physical and
social objectives. The project is considered completed upon CEB’s acceptance
of the completion report.
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CHAPTER 4.2
Financial means of action
Programme Loan (PM)

CEB Programme Loans are made to intermediary institutions or public entities
in order to finance a set of diverse investments, small individual projects or
“sub-projects”, and multi-project programmes in one or several CEB sectors of
action, “multi-sector”.

The borrower shall implement the project in line with the stipulations of the
Framework Loan Agreement and shall apply all care and diligence — including,
but not limited to, legal, financial, managerial and technical — required for the
proper implementation of the project. The borrower shall implement the
project in conformity with the requirements set forth in the CEB Environmental
and Social Safeguards Policy.

Usually, the intermediary institution on-lends the funds borrowed from the
CEB to the beneficiaries and bears the direct sub-project credit risk. The
intermediary institution is responsible for sub-project/beneficiary/client
identification and selection, contracting the sub-project loans when it is the
case, disbursing the funds and monitoring repayments.

In specific cases defined during appraisal the intermediary institution can on-
lend the CEB funds via local, financial intermediaries. The intermediary
institution bears the direct credit risk of its on-lending financial intermediaries.

Procurement of supplies, works and services to be financed under the project
shall comply with the CEB Procurement Guidelines.

CEB finances up to 50% of total costs unless otherwise agreed during
appraisal. In determining the level of its part-financing of a programme, CEB
takes into account the borrower’s overall financial situation, the financing plan
for the proposed investment programme and the economic and social
objectives of the programme. The share of CEB financing can be applied either
on a sub-project basis or on the basis of the total cost of the programme.

The financial conditions of the loan should be well-matched to the nature of
the underlying sub-project investments. In order to match the tenor of CEB
loan proceeds to the needs of the beneficiaries, CEB may disburse parallel
tranches with different tenors to finance separately and distinctly different
beneficiaries, such as MSMEs and public entities.

In principle, investments eligible for CEB financing must have been contracted,
or their implementation started, no more than 12 months before the
disbursement date of the related tranche.

Monitoring is carried out on a loan tranche basis, at least once a year and
previous to a new disbursement. Monitoring conditions are set in the FLA and
vary depending on the type of Programme Loan, the specificities of the
intermediary institution(s), project objectives and beneficiaries/end-
borrowers. Sub-projects / beneficiaries / clients are identified after the
disbursement of each tranche.

In case of a large number of smaller-amount sub-projects, the amount of
financing for each sub-project in the portfolio may be limited to a pre-defined
maximum sub-project loan amount. Monitoring falling into this category is
portfolio-based, established on aggregate, portfolio-wide monitoring
templates agreed with the borrower. In that case, disbursement of CEB funds is
made in a fixed proportion of up to 50% of the aggregate amount of
investments for a given period, rather than being tied to specific sub-projects.
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Nonetheless, for larger-amount sub-projects, CEB may determine thresholds
and project monitoring modalities on a case-by-case basis during appraisal. In
general, total costs per subproject are limited in relation to the type of
investment. In the case of MSME financing, the amount would usually not
exceed EUR 2 million. For infrastructure in health, education, protection of
the environment or improving living conditions in urban and rural areas, the
amount would usually not exceed EUR 10 million. For all sub-projects above
the agreed threshold, CEB requires a specific set of information, including
review of financing plan and cost breakdown, and possibly an on-site technical
mission.

The CEB disburses its Programme Loans in a minimum of two loan tranches.
The total number of loan tranches is fixed according to the sector(s) concerned
and to the social, technical and financial specificities of the projects. The
amount of each tranche is determined according to the absorption capacity of
the project/borrower.

The borrower may request the disbursement of the first tranche following the
FLA’s entry into force and fulfilment of all related prerequisites. The
disbursement of the 1* tranche should take place within 12 months following
the signature of the FLA and may not exceed 50% of the authorised loan
amount approved by the Administrative Council, unless otherwise agreed
during appraisal.

Once the 1* tranche has been disbursed, each subsequent loan tranche can
usually be disbursed as soon as the previous tranche has been fully allocated.
Subsequent disbursements are conditional on the Bank’s receiving the
borrower’s monitoring report confirming that the previous tranches have been
allocated to identified beneficiaries and sub-projects that meet the Bank’s
eligibility criteria. In specific cases other monitoring requirements might apply,
as established during appraisal. Disbursement of subsequent tranches will
take place within 18 months following the latest disbursement, unless
otherwise authorised by the CEB on a case-by-case basis.

Each tranche disbursed by CEB must be allocated to sub-projects under the
programme within the timeframe defined in the FLA, subject to a maximum
limit of 12 months from the disbursement date. Beyond this limit, unless duly
justified and authorised by the CEB, the unallocated loan amount must be
reimbursed to the CEB according to the provisions contained in the FLA, with
the cost of repayment being borne by the borrower.

In case any CEB loan amount allocated to a beneficiary cannot be utilised, or is
only partly utilised to finance the corresponding sub-project, the borrower
shall ensure that the unutilised loan amount is promptly reallocated to finance
another sub-project in line with CEB’s eligibility criteria.

Should one or more sub-projects be deemed to be ineligible for CEB financing,
the borrower must either reimburse that portion of the loan or promptly
replace the ineligible sub-projects with other eligible investments.

In case the maturity of the CEB loan is longer than the maturity of the
underlying sub-project loans, the borrower or its on-lending financial
intermediaries commit to reutilise reflows (repayments and pre-payments by
the end-borrowers), to the extent feasible, to finance additional sub-projects in
line with CEB’s respective eligibility criteria.
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The borrower shall endeavour, to the extent possible, to pass on, either
directly or through its on-lending financial intermediaries, the financial benefits
of CEB’s interest rates to the end-borrowers. It shall further ensure that its
financial intermediaries abide by CEB requirements with regard to
implementation, environment, compliance, monitoring and reporting of the
project.

The borrower shall facilitate the organisation of follow-up missions, including
possible on-site visits. In the case of multi-project — programmes the
investments concerned are selected by the CEB on a sample basis. For new
borrowers, a technical mission may be required during project appraisal. If a
previous technical monitoring mission rated the project as ‘barely satisfactory’
or ‘unsatisfactory’ (rating lower than 3 on a scale of 1 to 4, with 4 being the
best), the project is visited again within a period of time proposed by CEB
unless it was the completion mission. The borrower should endeavour to
respect the conclusions of the mission and take into account CEB’s
recommendations.

For borrowers that have, through previous co-operation with the CEB,
demonstrated clear mandate, well-established and effective operational and
financial policies and procedures and the capacity to provide timely and
comprehensive reports to the CEB on the relevant financial, physical and social
aspects of project implementation, the CEB will decide at appraisal stage to
apply an in-house review only through the monitoring reports submitted by
the borrower, under Conditional Financing Instrument monitoring procedures.

In the case of programme loans, upon completion, the borrower shall submit
to CEB a global monitoring report which details the full allocation of each CEB
loan tranche, the attained physical and social objectives as well as the mean
financial conditions granted to the beneficiaries. The project is considered
completed when such report is deemed acceptable by CEB.
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CHAPTER 4.3
Financial means of action

EU Co-financing Facility (ECF)

Definition ECFs are aimed at assisting CEB member states, both within and outside the
EU, to take full advantage of different EU financing instruments available for
addressing their social investment needs and directly supporting EU objectives.

In CEB member states that are also members of the EU, ECFs allow to
complement EU Funds by providing, depending on needs, (i) ex-ante pre- or
bridge financing as well as (ii) co-financing to cover in part or in full the
national contribution to EU-funded programmes.

In CEB member states outside the EU, CEB develops ECFs within CEB sectors of
action on a country-by-country basis in support of future EU membership
through a renewed Instrument for Pre-accession Assistance (IPA) as well as of
European Neighbourhood Instrument objectives, depending on the specific EU
Programmes and instruments available and the type of costs covered by them.

Borrower’s responsibility  The borrower shall implement the project in line with EU applicable

during implementation Regulations and EU Funds specific rules as stipulated in the Framework Loan
Agreement and shall apply all care and diligence — including, but not limited to,
legal, financial, managerial and technical — required for the proper
implementation of the project.

CEB share of financing In cases where ECF provides both pre-financing/bridge financing and funding
to cover the national and/or local contribution, the share of CEB financing may
vary temporarily from the co-financing ceiling established with the EU up to
100% of the overall financing plan agreed between the country and the EU.
Upon completion of the facility, CEB’s share of financing will be brought back
to the level of the national/local financial contribution’s ceiling. In any case,
upon completion of the facility, the CEB financing shall not exceed 50% of the
total final cost, unless otherwise agreed during appraisal.

CEB loan duration The financial conditions of the loan should be well-matched to the nature of
the underlying investments; in other words, tenor of the CEB project loan
should closely correspond to the underlying infrastructure to be financed.

Project starting definition  Both payments on on-going contracts signed prior to the signature of the ECF
FLA as well as new contracts may be considered eligible for financing under
ECF as long as they are eligible for financing under the relevant EU instrument
regulations.

Eligible costs Within this framework, eligible costs are those defined by relevant EU
regulations and/or Fund-specific rules, and/or by national rules, and/or by
CEB’s eligibility criteria. In-depth, case-by-case analysis of programmes at
inception enables full identification and mapping of cost categories/budgetary
lines that are to be financed through ECFs. All investments and projects
eligible under the associated programmes are considered as eligible under
the facility.

Monitoring modalities Monitoring modalities including an appropriate disbursement process,
allocation periods, reporting arrangements will be fixed according to the
specific modalities of EU instruments. CEB will apply in-house reviews of the
monitoring reports submitted by the borrower.
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ECFs can be disbursed in a minimum of two tranches. Several thematic
objectives/priority axes (components) may be financed independently and in
parallel.

The first tranche will be disbursed based on EU-funded “Operational
Programmes”’s expenditure forecasts for pre- or bridge financing as well as
national/local co-financing needs.

Subsequent tranche(s) will be disbursed based on the “Operational
Programme™’s allocation capacity following CEB’s monitoring of the reporting
arrangements for EU Funds in place at national/local level as well as any
specific modalities defined during appraisal and reflected in the FLA.

The requirement for CEB technical on-site missions and regular participation in
EU-funded programmes’ monitoring organs (such as Steering Committees) is
decided by the CEB on case-by-case basis.

Upon completion, the borrower shall submit a full completion report in line
with EU requirements on the use of funds and attainment of physical and
social objectives, as defined in the FLA and related indicators.
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CHAPTER 4.4
Financial means of action

Public Sector Financing Facility (PFF)

Definition The Public Sector Financing Facility (PFF) is addressed to State or local
Treasuries or other public entities that are primarily dependent on budget
financing for their investment programmes.

The PFF facilitates the optimisation of funding flows and/or helps treasuries in
reducing the funding costs for a specific number of budgetary years, agreed
during appraisal.

Borrower’s responsibility ~ The borrower shall implement the project in line with the stipulations of the

during implementation Framework Loan Agreement and shall apply all care and diligence — including,
but not limited to, legal, financial, managerial and technical — required for the
proper implementation of the project. The borrower shall implement the
project in conformity with the requirements set forth in the CEB Environmental
and Social Safeguards Policy.

Procurement Procurement of supplies, works and services to be financed under the project
shall comply with the CEB Procurement Guidelines.

CEB share of financing The CEB finances up to 50% of the incurred expenditure in the budget years
supported by the PFF unless otherwise agreed during appraisal. In determining
the level of its part-financing of a PFF, CEB takes into account sectoral needs or
objectives and line ministries/treasuries’ actual or anticipated financing gaps.

CEB loan duration The financial conditions of the loan should be well-matched to the nature of
the underlying investments; in other words, tenor of the CEB project loan
should closely correspond to the underlying infrastructure to be financed.

Project starting definition  In principle, CEB financing may ensure continuity in the financing of existing
investments registered in the budget. The PFF may support several budgetary
years, starting with the budgetary year which precedes the approval. The PFF
covers the eligible expenditures included in the respective budget years
regardless of the implementation schedule of the underlying investments.
Indeed, the inherent investments may have already been contracted and their
implementation started.

Eligible costs Eligible expenditures under the PFF include on-going investment contracts and
maintenance costs excluding personnel costs (wages/salaries and other related
benefits such as pension payments, except in cases referred to under Chapter
5), financial costs, taxes or non-cash items such as depreciation. On an
exceptional basis, the PFF may cover not only the above-mentioned
investment and maintenance costs but also the expenditures needed to
maintain the viability and sustainability of public services, including certain
categories of recurrent costs to be set out at appraisal.

Monitoring modalities Monitoring of the PFF is carried out in line with the CEB’s Loan and Project
Financing Policy at least once a year and previous to a new disbursement.
Special attention is given to the financial management and operational
capacity of the public entity in charge to ensure the successful implementation
and sustainability of the proposed investments.

Disbursement mechanism  Modalities of disbursement and monitoring of PFF loans are determined during
appraisal, in general on the basis of the progress of works. PFFs are to be
disbursed in a minimum of two tranches. Each tranche is expected to be
allocated within a 12-month period from disbursement.
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PFF Completion

The borrower may request the disbursement of the first tranche within 12
months following the FLA’s signature and fulfilment of all related prerequisites.
The 1* tranche may not exceed 50% of the authorised loan amount approved
by the Administrative Council, unless otherwise agreed during appraisal.

In the absence of disbursement for two consecutive years following approval
by the Administrative Council, the facility would automatically be cancelled
from CEB’s stock of projects.

Once the 1* tranche has been disbursed, each subsequent loan tranche can
usually be disbursed as soon as the previous tranche has been fully allocated.
The amount of the subsequent loan tranches will be determined on the basis
of forecasted expenditure for the forthcoming months within a limit of one
year.

Each tranche disbursed by CEB must be used under the PFF within the
timeframe defined in the FLA, subject to a maximum limit of 12 months from
the disbursement date. Beyond this limit, unless duly justified and authorised
by the CEB, the unallocated loan amount must be reimbursed to the CEB
according to the provisions contained in the FLA, with the cost of repayment
being borne by the borrower.

The PFF is visited at least once during the implementation. For new borrowers,
a technical mission may be required during project appraisal. If a previous
technical monitoring mission rated the project as ‘barely satisfactory’ or
‘unsatisfactory’ (rating lower than 3 on a scale of 1 to 4, with 4 being the best),
the project is visited again within a period of time proposed by CEB unless it
was the completion mission. The borrower should endeavour to respect the
conclusions of the mission and take into account CEB’s recommendations.

Upon completion, the borrower shall submit to CEB a completion report on the
use of funds and attainment of the objectives as being defined in the FLA and
related indicators. The facility is considered completed when such report is
deemed acceptable by CEB.
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CHAPTER 4.5
Financial means of action

Cross-Sectoral Loan (CSL)

Definition The CSL responds to borrowers’ cross-sectoral needs, with the ultimate scope
of facilitating access to the financing of the socially oriented projects eligible in
several CEB “sectors of action” in the meantime. Thus, a set of related aims
and objectives are defined across several sectors during appraisal as cross-
sector elements, monitored with specific indicators during implementation.

Borrower’s profile The CSL is available to public authorities directly, whether national, regional or
municipal, as well as through state-owned development banks and other
intermediating financial institutions.

CSL specificities In preparing CSLs, particular attention is paid to the country specific situation
and social priorities, with priority being given to disadvantaged areas, national
or local priority programmes in social sectors as well as to communities hosting
refugees and migrants.

The cross-sectoral element defines the project’s social added value; it should
therefore be quantifiable and measurable in its various vectors e.g. the
number of beneficiaries from a vulnerable group (e.g. migrants/refugees,
disabled) in the case of a project eligible in the meantime in several CEB
sectors of action like ‘Health’, ‘Education’ and ‘Improving living conditions in
urban and rural areas’ or the energy savings in the case of a project eligible in
the CEB sectors of action ‘Housing for low-income persons’ and ‘Protection of
the environment’.

Monitoring modalities During CSL’s implementation the CEB Monitoring, focuses on the cross-sectoral
element and related objectives in addition to the requisite relevant data,
submitted in the monitoring report by the borrower.

Disbursement conditions ~ Modalities of disbursement and monitoring of CSL are determined during
appraisal, either on the basis of absorption capacity or on the basis of the
progress of works, depending on the type of sub-projects. These modalities of
disbursement and monitoring are spelt out in the FLA.

First tranche The borrower may request the disbursement of the first tranche following the

disbursement FLA’s entry into force and fulfiiment of all related prerequisites. The
disbursement of the 1* tranche should take place within 12 months following
the signature of the FLA and may not exceed 50% of the authorised loan
amount approved by the Administrative Council, unless otherwise agreed
during appraisal.

Disbursement of Once the 1* tranche has been disbursed, each subsequent loan tranche can
subsequent tranches usually be disbursed as soon as the previous tranche has been fully allocated.
Subsequent disbursements are conditional on the Bank’s receiving the
borrower’s monitoring report confirming that the previous tranches have been
allocated to identified beneficiaries and sub-projects that meet the Bank'’s
eligibility criteria. In specific cases other monitoring requirements might apply,
as established during appraisal. Disbursement of subsequent tranches will
take place within 18 months following the latest disbursement, unless
otherwise authorised by the CEB on a case-by-case basis.
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CSL Completion

Each tranche disbursed by CEB must be allocated to sub-projects under the
programme within the timeframe defined in the FLA, subject to a maximum
limit of 12 months from the disbursement date. Beyond this limit, unless duly
justified and authorised by the CEB, the unallocated loan amount must be
reimbursed to the CEB according to the provisions contained in the FLA, with
the cost of repayment being borne by the borrower.

In case any CEB loan amount allocated to a beneficiary cannot be utilised, or is
only partly utilised to finance the corresponding sub-project, the borrower
shall ensure that the unutilised loan amount is promptly reallocated to finance
another sub-project in line with CEB's eligibility criteria.

Should one or more sub-projects be deemed to be ineligible for CEB financing,
the borrower must either reimburse that portion of the loan or promptly
replace the ineligible sub-projects with other eligible investments.

In case the maturity of the CEB loan is longer than the maturity of the
underlying sub-project loans, the borrower or its on-lending financial
intermediaries commit to reutilise reflows (repayments and pre-payments by
the end-borrowers), to the extent feasible, to finance additional sub-projects in
line with CEB’s respective eligibility criteria.

The borrower shall endeavour, to the extent possible, to pass on, either
directly or through its on-lending financial intermediaries, the financial benefits
of CEB’s interest rates to the end-borrowers. It shall further ensure that its
financial intermediaries abide by CEB requirements with regard to
implementation, environment, compliance, monitoring and reporting of the
project.

The borrower shall facilitate the organisation of follow-up missions, including
possible on-site visits. In the case of multi-project - programmes the
investments concerned are selected by the CEB on a sample basis. For new
borrowers, a technical mission may be required during project appraisal. If a
previous technical monitoring mission rated the project as ‘barely satisfactory’
or ‘unsatisfactory’ (rating lower than 3 on a scale of 1 to 4, with 4 being the
best), the project is visited again within a period of time proposed by CEB
unless it was the completion mission. The borrower should endeavour to
respect the conclusions of the mission and take into account CEB'’s
recommendations.

Upon completion, the borrower shall submit to CEB a final monitoring report
which details the full allocation of the loan, the attained physical and social
objectives as well as the mean financial conditions granted to the beneficiaries.
The project is considered completed when such report is deemed acceptable
by CEB.
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CHAPTER 4.6

Brief comparison of CEB lending instruments

PR

PM

PFF (1)

ECF (1)

CsL (2)

1 |Definition Direct loan for one | On-lending for Direct loan for treasury | Direct loan and/or on- | Direct loan and/or on-

pre-identified several sub-projects, |financing to fill-in lending (3) lending (3)

1 project pre-defined but not | budgetary gaps and/or
identified optimise cost of
funding

2 |Borrower Public FI Public Public Public

Fl Public Fl
3 | Type of costs CAPEX CAPEX CAPEX Defined by EU Funds Mainly CAPEX

PIU and TA Maintenance and National OPs
4 | Sectors Single sector Single/Multi-sector | Single/Multi-sector Single/Multi-sector Overlapping sectors
5 |TA Frequent Occasional Not needed Not needed Occasional
6 | Catalytic effect | Depends on project | Occasional High High Occasional

7 | Specificity

Single investment

Intermediary
institution

Distinct and parallel
programmes possible
simultaneously

On-going and new sub-

projects, itemised in
the budget.

Tailored to respond to

Treasury gaps.

Facilitates continuous
flow of funding and
absorption of EU
Funds.

Investments eligible in
the meantime in several
CEB sectors of action. At
least one cross-sectoral
element defined.

8 | Comparative
advantage (4)

Highly focused on
institution and
capacity building.
Use of TA where
required.

Smaller volumes
also considered.
Sectors not
covered by peers.

Flexible

Alternative or
complementary to
other IFls or national
promotional banks.
Single appraisal of
distinct programmes
possible.

CFI for known
borrowers.
Replicability and
economies of scale.

Affordable financing
for Treasury gaps

Greater flexibility for
eligible costs and
expenditures falling
within line ministry
budgets.

ECF compatibility with
EU requirements
adopted by borrower
Appraisal and
screening of objective
aligned to thematic
objectives.

More focused on social
aspects.

CEB support for mutually
reinforcing objectives in
different sectors.
Economies of scale
supportive to policy
objective.

9 Limitations

Limited flexibility in
case of change.
Impacted by the

Rigid in terms of
sectoral approach.

Depends on the

Exposed to budgetary
changes.

Exposed to risks
related to heavy EU
implementation

Cross-sectoral element
difficult to monitor.

budgetary quality of the FI. mechanisms.
reductions. Tendency to lose
added value.
10 |Key indicators |Customised Sector specific Customised, based on | EU specific. Customised, cross-
the budgetary itemised sectoral.
investments.
11 |Disbursement |Progress of work Absorption capacity | Progress of work or OPs expenditure Progress of work or
modalities absorption capacity to | forecast absorption capacity to be
be determined during determined during
appraisal appraisal
Notes Abbreviations
(1) Introduced by the Development Plan 2014-2016 CAPEX Capital Expenditure PR Project Loan
(2) Introduced by the Development Plan 2017-2019 CFI Conditional Financing Facility PM Programme Loan
(3) On-lending via Treasury to local authorities ECF EU Co-financing Facility TA Technical Assistance
(4) CEB Instruments most important comparative FI Financial intermediary
advantages in addition to quality of the OoP Operational Programme
financing in terms of interest rate and tenor. PFF Public Sector Financing

Facility
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CHAPTER 4.7
Financial means of action

PPP Financing

1. CEB Project Loans and Programme Loans may support projects developed through Public Private
Partnerships when such projects are in line with a national regulatory frameworks that respond to
best practice requirements.

2. CEB support in this regard would be focussed particularly on projects in those sectors where the
Bank’s added value is most important, e.g. education, health and judiciary infrastructure as well as
low income housing.

3. CEB Project Loans and Programme Loans may support projects, or bundles of sub-projects,
developed under public private partnerships, through intermediated lending in principle via private
commercial banks or state-owned financial institutions/agencies.

4, In the case of direct lending, depending on the project, the CEB aims to mitigate the PPP-company
and project risk by a sovereign guarantee or an alternative credit enhancement.

5. During appraisal the following pre-requisites will be considered:
5.1 PPP legal framework at country level;

5.2 Public sector capacity to manage PPP projects with emphasis on technical procurement, “value
for money” analysis, as well as the analysis of “construction risk”, “availability risk” and
“demand risk”;

5.3 Active/experienced private sector;

5.4 Long-term policy commitment and budgetary issues;

5.5 Sustainability of the investment;

5.6 Final beneficiaries in line with the CEB’s social objectives and target groups.

6. PPP projects, especially in the case of direct lending, might require extensive use of consultancy and
legal services at considerable additional costs for the Bank. Depending on project, the CEB might
consider charging fees to cover these additional costs.

7. The Project Loan and Programme Loan appraisal and monitoring requirements apply.
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CHAPTER 4.8
Financial means of action

Guarantees

1. The CEB can also provide guarantees to financial institutions approved by a member state for loans
aimed at achieving the objectives set forth in Article Il of the Articles of Agreement®, according to
conditions that are settled on a case-by-case basis by the Administrative Council, depending on the
beneficiary of the guarantee.

2. In such cases, as far as the execution of the project and the other obligations of the loan agreement
are concerned, the obligations of the bank receiving the CEB’s guarantee are exactly the same as those

of a bank receiving a loan particularly in terms of general project undertakings, procurement,
monitoring and reporting, etc.

& http://www.coebank.org/documents/51/Articles of Agreement.pdf
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CHAPTER 4.9
Financial means of action

Grants

Purpose and applicable policies and procedures

Grants are financed from donor contributions held in the Bank’s trust accounts.

Grants finance projects having the purposes defined in Article Il of the Bank’s Articles of Agreement and
eligible in accordance with the Loan and Project Financing Policy.

The grants are used to finance:

3.1 Advisory services for beneficiaries and / or their operating costs, known as Technical assistance
grants. The Bank uses such grants to enhance the capacity of project implementers to prepare
and implement their projects in accordance with best practices (for more information on
technical assistance see chapter 9).

3.2 Investment cost of projects. The Bank uses these grants, known as Investment grants, in
combination with its loans or on a stand-alone basis.

3.3 Interest on CEB loans. Such grants, named Interest subsidies, provide another way for the CEB to
reduce the financial burden of project implementers.

3.4 Risk sharing mechanisms. These grants enable the CEB to provide loans to beneficiaries who
would otherwise not be eligible because they do not meet the Bank’s credit risk requirements.

The CEB shall provide grants in compliance with its policies and procedures for internal control,
accounting, procurement, audit, environmental and social safeguards, data protection and integrity due
diligence.

The CEB shall also comply with the specific conditions set out by donors regarding the use of their
contributions.

In cases in which the CEB gives grants to other international organisations, or co-finances grants with
other international financial institutions, the CEB has the possibility to rely on the international
organisation’s or international financial institution’s policies and procedures for internal control,
accounting, procurement, audit, environmental and social safeguards, data protection and integrity due
diligence.

The rules of eligibility, award, financing, monitoring and evaluation of grants used for financing
technical assistance and investment costs of projects are defined below. For Interest subsidies and Risk
sharing mechanisms, these will be defined in the specific terms and conditions governing the use of
funds of the relevant trust account.

Eligible recipients

8.

Grant recipients can be non-governmental organisations, international institutions, member states,
central or local government entities, or a