




During the investment period, the Company experienced a turnaround, giving an 
overall transition impact rating of Good. As the Company enters into Western 
markets, risks associated with transition potential are Low and the longer term 
transition potential is considered Satisfactory. The Bank’s additionality was rated  
Verified in all respects. The project has been properly monitored by the Bank and the 
Bank Handling was rated Good.  
 
The environmental performance of the project was overall rated Satisfactory, although 
part of the EAP and the company-wide environmental agenda were not implemented. 
The induced environmental change of the project was Substantial because of the 
significance of the GMP standard on the Company’s core business. 
 
TRANSITION IMPACT AND THE BANK'S ADDITIONALITY 
EvD’s assessment of transition impact was Good and risk to transition potential was 
Low.  
 
Positive transition impact at the corporate level has set standards for corporate 
governance and business conduct. This comprises:  

(i) the shift of accounting standards from the country’s accounting rules to the 
International Accounting Standard (IAS) (achieved with the assistance of 
BAS consultants) 

(ii) the introduction of a cost accounting function to assess the production 
costs, which will be used for sales and marketing strategy  

(iii) the segmentation of the business and divestment analysis with the 
assistance of TAM consultants  

(iv) the ongoing lay-off programme using an early retirement scheme. 
 
Compared with the appraisal period in 1998, the number of employees has reduced by 
30 per cent and the productivity increased by 52 per cent in 2003.  
 
Transition impact at the industry level was manifold. This has encompassed the 
demonstration effects, the establishment of new domestic standards for corporate 
governance and business conduct. In addition, there has been skills transfer derived 
from (i) the country’s first GMP certification; (ii) the search for an international 
strategic alliance; and (iii) an international standard insurance coverage.  
 
Transition impact on the economy as a whole was also considered significant. This 
included a demonstration effect of the EBRD loan on the country’s financial market; 
the economic benefits from the cash injection and job creation in the local economy; 
enhanced competition on the quality of products; and market expansion as a new 
entrant from the region.    
 
EvD considers that the Bank’s additionality has been Verified in all respects. The 
unavailability of long-term debt financing was a serious problem in the country’s 
capital market at appraisal time. The Company’s management advised EvD that the 
cooperation with the lenders has been served as a credential and has increased the 
presence of the Company in the region. 
 
 
 





financing terms and inadequate in technical terms. Therefore the borrower may 
require professional guidance and the assurance of budget at appraisal.  

 
A site change can require a review of special measures needed for the 
environment. In cases where a site change takes place during the implementation, for 
instance from brownfield to greenfield, specific attention needs to be drawn to 
environmental issues. A review can be done to establish whether special measures are 
required in respect of the environment, which may lead to changing the Bank’s 
project environmental classification. For this particular project, however, no adverse 
impact of the site change has been seen and the lender’s supervisor advised that the 
site was clear. 
 
Differences in the calculation methods used by the auditor and the Bank, or 
unavailable financial figures, may lead to a different judgement of the financial 
statements of the borrower. Different accounting practices could make the 
monitoring of the financial covenant difficult. The Bank needs to ensure the 
monitoring readiness for financial covenants during financial due diligence, 
particularly the availability of necessary figures and consistency of the calculation 
method with the Bank’s own practices in the context of the financial accounts of the 
borrower. 
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