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 PSRC ‒ Public Service Regulatory Commission 
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 SPS ‒ Safeguard Policy Statement 
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WEIGHTS AND MEASURES 
GWh ‒ gigawatt-hour 
km ‒ kilometer 
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MW ‒ megawatt 

 
 

NOTES 
 

(i) The fiscal year (FY) of Electric Networks of Armenia (ENA) closed joint-stock 
company (CJSC) ends on 31 December. “FY” before a calendar year denotes the 
year in which the fiscal year ends, e.g., FY2019 ends on 31 December 2019. 
 

(ii) In this report, "$" refers to United States dollars. 
 

(iii) In this report, “Phase 1” refers to ENA’s distribution network rehabilitation project 
from 2016 to 2020. “Phase 2” refers to ENA’s distribution network rehabilitation 
project commenced in 2021.  
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BASIC DATA 
Distribution Network Rehabilitation, Efficiency 

Improvement, and Augmentation Project (50146-001 – ARM) 
(Loan Number 3540) 

 

Key Project Data 

As per ADB Project 
Documents 
($ million) 

Actual 
($ million) 

Total Project Cost 
Internally Generated Funds 
ADB Loan 

Committed  
Disbursed 

EBRD Loan 

201.2 
41.2 

 
80.0 

 
80.0 

220.6 
60.6 

 
80.0 
80.0 
80.0 

ADB = Asian Development Bank, EBRD = European Bank for Reconstruction and Development. 
Note: Actual figure is based on the exchange rate prevalent at disbursement. 

 
Key Dates Expected Actual 

Concept Clearance Approval 
Due Diligence 
Board Approval 
Loan Agreement 
PSSRA  
First Disbursement 
Maturity Date 

 
 
May 2017 
July 2017 

 

9 November 2016 
23 January 2017‒20 March 2017 
27 June 2017 
28 July 2017 
4 September 2017 
3 October 2017 
26 August 2027 

PSSRA = project support, subordination, and share retention agreement. 

 

Project Administration and Monitoring Number of Missions 
Number of Person-

Days 

Due Diligence and Appraisal 
Project Administration 
Extended Annual Reviewa 

1 
1 
0 

8 
11 

0 

a No extended annual review missions have been fielded because of the coronavirus disease (COVID-19) 

pandemic. 
  



 

 

EXECUTIVE SUMMARY 
 
In June 2017, the Board of the Asian Development Bank (ADB) approved a loan of $80 million 
with 10 years’ tenor to Electric Networks of Armenia (ENA) Closed Joint-Stock Company (CJSC) 
to support its Phase 1 rehabilitation of its distribution network. The European Bank for 
Reconstruction and Development (EBRD) cofinanced the project with $80 million with the same 
structure as ADB. Dutch development bank Nederlandse Financierings-Maatschappij voor 
Ontwikkelingslanden N.V. or FMO  participated as a B-lender under the EBRD loan. The total 
financing of $160 million represents 80% of the total project cost.  
 
In July 2017, ADB and EBRD each entered into a corporate loan agreement with ENA. Both ADB 
and EBRD made the first disbursement in October 2017. This project is one of several phases of 
modernization of ENA’s distribution network, as committed to the Government of Armenia when 
Tashir Group acquired the company in 2016. Phase 1 was implemented in 2016‒2020 and Phase 
2 started in early 2021. The evaluation of Phase 1 is based on ENA’s performance (operation, 
financial, and safeguards) as of the end of 2020. 
 
The project demonstrated the energy efficiency and the commercial viability of private electricity 
distribution through the successful transformation and rehabilitation of ENA’s existing operations, 
the successful negotiation of a tariff to support Armenia’s access to electricity through ENA’s 
sustainable operation, and the expansion of the existing network and improvement in operation 
through lower distribution losses.  
 
The project is economically viable. The project contributes to incremental power through lower 
distribution losses, climate benefits associated with improvement in distribution, and lower cost of 
power from diverse modernization initiatives. Overall, the project improved social and economic 
well-being and quality of life in ENA’s service area.  
 
There are outstanding corrective actions on environment, health and safety requirements such 
as hazardous waste handling and disposal facility management. These will be addressed in 
Phase 2 implementation. 
 
The project demonstrated a good operating track record and acceptable borrower compliance. 
ENA has consistently demonstrated high efficiencies or low distribution losses during the review 
period (2017‒2020). Its compliance with its financial covenants, reporting covenants, ADB’s 
safeguards requirements, and debt service obligations has also been satisfactory. 
 
ADB’s long-term financing helped address the constraints faced by private investors in bringing 
viable financing to energy sector in Armenia. Together with EBRD’s cofinancing, ADB could 
support ENA to quickly close the financing gap. Subsequently, ADB and EBRD are processing 
loan to support Phase 2 as well. Aside from ENA, ADB has also supported construction and 
operation of power producers, such as a Yerevan combined cycle thermal power plant in 2018 
and the rehabilitation and modernization of the Sevan–Hrazdan Cascade Hydropower System in 
2013, which was later acquired by Tashir Group in March 2020. 
 
The interest margin and fees on the ADB loan yielded a gross contribution to ADB income as a 
fair return on the project risks assessed at appraisal. ENA has duly complied with its debt service 
obligations to date. 
 
Following the work at the sovereign side in expansion of the supervisory control, improvement of 
infrastructure operations, and sustainability through reforms in the power sector, ADB supported 



 

ENA after it was privatized. As agreed with the Government of Armenia, ENA needs to rehabilitate 
its operations to be more effective and cost competitive during 2016–2027. ADB’s Private Sector 
Operations Department managed to complete the due diligence and approval processes quickly, 
in less than one year from the concept clearance to loan signing. During the coronavirus disease 
(COVID-19) pandemic, ADB proactively approached ENA to provide liquidity support alongside 
co-lender EBRD to relieve the financial stress caused by COVID-19, which could otherwise lead 
to deterioration of its services and ultimately interrupt Armenia’s access to electricity.  
 
Lessons learned and recommendations include adding the reliability measurement of electricity 
distribution in the project performance matrix.  
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I. THE PROJECT  

A. Project Background 

1. The Distribution Network Rehabilitation, Efficiency Improvement, and Augmentation 
Project of the Electric Networks of Armenia (ENA) Closed Joint-Stock Company (CJSC) 
comprised (i) improving the quality of the distribution network and services of its multisite 
operations across the country; (ii) reducing electricity losses and operational expenses; (iii) 
improving technical maintenance and safety conditions; (iv) modernizing the metering system; (v) 
rehabilitating, reinforcing, and augmenting the distribution network; (vi) connecting new 
customers; and (vii) introducing international standards of management and an automated control 
system.1  
 
2. The Government of Armenia privatized the Armenian electric distribution networks in 
2002. Tashir Group (ultimately owned by Samvel Karapetyan and his family) acquired ENA in 
December 2016 through Liormand Holdings Limited. The Government of Armenia supported the 
change in ownership on the understanding that ENA would be modernized and managed more 
efficiently to improve ENA’s service (quality and reliability). Since then, Liormand has been 
upgrading ENA’s operations to international standards.  
 
3. ENA’s customers are the entire population of Armenia, with household consumption 
contributing 35% of electricity consumption, large customers including industry about 30%, and 
the remaining 35% by public entities and small to medium-sized enterprises.2 As the sole and 
exclusive licensee for distributing electricity in the country, ENA is responsible for maintaining and 
augmenting the distribution network and engaging in the purchase of electricity for an unlimited 
period. With 7,136 employees in 2016, ENA was the largest employer in the country. It owned 
and operated 8,793 substations and transformation stations, including 110 kilovolt (kV), 35 kV, 
6/10 kV, and 0.4 kV substations; 261 distribution stations; 31,980 kilometers of overhead 
distribution lines and underground cables; 193 110 kV transformers; and 382 35 kV transformers. 
ENA had 990,000 electricity meters (including 360,000 in Yerevan and 45,000 in Gyumri) to 
measure electricity consumed.3 It provides services to about 1 million customers. 

 
B. Key Project Features 

4. Project overview. ENA committed a $726 million investment over 2016‒2027, which has 
been approved by Armenia’s Public Service Regulatory Commission (PSRC).4 This assumes 
investment of up to 20% of ENA’s fixed-asset base. Phase 1 of the investment program cost 
$220.6 million to rehabilitate and improve ENA’s electricity network over 2016‒2020.  
 
5. Project financing. The project was financed through: (i) a loan of $80.0 million by the 
Asian Development Bank (ADB), (ii) a loan of $80.0 million by the European Bank for 
Reconstruction and Development (EBRD) with Dutch development bank Nederlandse 
Financierings-Maatschappij voor Ontwikkelingslanden N.V. or FMO as a B-Lender, and (iii) ENA’s 
internal funds of $60.6 million. ADB’s loan to ENA, drawn in United States dollars and euros, was 

 
1  ADB. 2017. Report and Recommendation of the President on a Proposed Loan to the Electronic Networks of Armenia 

CJSC for the Distribution Network Rehabilitation, Efficiency Improvement, and Augmentation. Manila. 
2 United States Agency for International Development. 2016. Armenia Gap Analysis with List of Market Challenges 

and Legal Barriers. Washington, DC. 
3  ENA. 2016. Development of Activities for the Improvement of Operating Efficiency. Yerevan. 
4 The Public Services Regulatory Commission (PSRC) regulates industries in Armenia including electricity, natural 

gas, water, and electronic communications. 
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from ADB’s ordinary capital resources, with a tenor of up to 10 years, including a 1-year grace 
period. The financing is supported with pledged shares, debt service reserve account, and bank 
guarantees.5 
 
6. Distribution and tariff. PSRC approves ENA’s tariff as regulated in the Energy Law, 2017 
on an annual basis.6 The tariff regulation and ENA license set out the basis for calculating the 
necessary revenue and permissible profit.7 ENA’s regulated revenue is an aggregate of: (i) cost 
of purchased power (including generation, transmission, and system operation costs); (ii) 
operating and maintenance costs; (iii) depreciation of ENA’s regulated asset base; (iv) allowance 
for uncollectable receivables; and (v) a reasonable economic return on ENA’s regulated asset 
base.  
 
7. Management and operation. ENA is managed by a team of professionals with strong 
industry background. This team prepares demand forecasts and uses these forecasts to establish 
ENA’s strategic development plans and operating and capital expenditure budgets.  
 

8. Power supplier. ENA purchases power from all private and state-owned power producers 
in the country. Its suppliers include Metsamor Nuclear Power Plant (contributing about 36% of all 
power purchased), Vorotan Hydropower Cascade (about 16%), and Yerevan Thermal Power 
Plant (about 14%).8  
 
9. Sponsor. ENA is a CJSC founded in May 2002, when four state-owned regional electricity 
distribution companies were merged. After receiving the required approvals in October 2015, 
Liormand, a private company incorporated in Cyprus, acquired ENA. Liormand is wholly owned 
by Samvel Karapetyan, a Russian national of Armenian descent, and his family. In April 2017, 
Liormand transferred 70% of ENA’s equity to Tashir Capital, a company established in Armenia 
and owned by Karapetyan and members of his family.9  
 
10. Construction. Construction and equipment purchase were made during 2017‒2020. 
Construction agreements with different contractors were entered through public tenders. ENA 
uses a standard form of construction agreement, in line with local laws, industry standards, and 
the lender’s procurement policies. Tetra Tech, the lender’s technical consultant, confirmed that (i) 
the quality of the works at all inspected project sites was good and the relevant technical 
standards had been followed; and (ii) permits, licenses and authorizations for construction and 

 
5 Bank guarantees are backed by the sponsor to cover debt service for the subsequent 12 months and renewed every 

year. 
6  In accordance with the terms of its license N0092 approved by the Energy Regulatory Commission of Armenia 

resolution N56A, dated 30 August 2002, the ENA license was issued for an unlimited period and can only be 
terminated by ENA or revoked by the PSRC for violation of the Energy Law (footnote 1, appendix 2, linked document 
3, para. 7).  

7  Beginning in 2016, the distribution tariff is determined for 5 years based on Section 4, Article 21 of the Energy Law, 
2017 of Armenia. The pretax return was 17.5% per year for assets financed with AMD capital and 15% per year for 
assets financed with foreign currency capital. Interest charges of 12% per year become payable on adjusted amounts 
(footnote 1, appendix 2, linked document 3, para. 8, Tables 1 and 2). 

8  ENA. 2017. 2012‒2016, Main Profit Indicators of Financial and Economic Activity. Yerevan.  
9  Armenia-born Russian businessman Samvel Karapetyan is the ultimate beneficial owner of Liormand, a company 

within the Tashir group. Founded in 1999 and based in Moscow, the Tashir group includes more than 200 companies 
with 45,000 employees and claims to be the largest diversified federal-level group of industrial and construction 
companies operating in several industrial sectors in Russia. The Tashir group’s areas of business include finance, 
manufacturing, construction, development, energy, retail, and catering (footnote 1, Client Information Appendix, para. 
12). 
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operation of hazardous waste storage facility (HWSF) were obtained.10 The project cost was 
marginally above the budget (by 2.7%).11 
 
C. Progress Highlights 

11. ADB and EBRD each entered into a corporate loan agreement with ENA in July 2017 and 
disbursed the first drawdown in October 2017. The progress of the project is presented below. 
 

Project Physical Completion Indication 

Indicator 
Baseline 

(2016) 2017 2018 2019 2020 

Transmission facilities (total length in km) 32,081 32,200 32,500 32,583 32,878 
Supply to the distribution networks (million kWh) 6,040 6,339 5,907 6,357 6,366 
Network losses (million kWh) 587 539 475 442 444 
Power transmission lines installed or upgraded (km) 0 187 454 597 892 
Number of transformers upgraded 0 950 991 1,151 1,203 
Number of substations upgraded, repaired, or 
modernized 

0 8 160 160 164 

Number of automatic metering devices installed 0 102,266 186,000 308,373 387,8873 
Households connected to electricity 936,451 944,085 952,764 962,245 971,038 
Connection to electricity: non-household connection 73,635 75,454 77,141 79,607 81,152 
Power distribution (GWh) 5,454 5,799 5,432 5,916 5,922 
Distribution losses 9.7% 8.5% 8.0% 6.9% 7.0% 

GWh = gigawatt-hour, km = kilometer, kWh = kilowatt-hour.  
Note: Numbers may not sum precisely because of rounding.  
Source: Electric Networks of Armenia Closed Joint-Stock Company. 
 

12. In December 2018, ENA’s license was divided into two: a distribution license and a 
guaranteed supplier license. This divides ENA’s functions into two parts, but ENA retains its 
natural monopoly on both. In the future with market liberalization, ENA will remain the guaranteed 
supplier and supplier of the last resort, but consumers will have the option of purchasing electricity 
directly from other suppliers.  
 
13. In May 2020, ADB approved emergency liquidity facilities of $20 million and EBRD 
approved $25 million with a 1-year-tenor to ENA, whose cash revenues were affected by the 
coronavirus disease (COVID-19) pandemic.12 The loan assisted ENA to relieve the financial 
stress caused by delayed payments of electricity bills by its private customers, which could 
otherwise lead to deterioration of its services and ultimately disrupt Armenia’s access to electricity. 
PSRC requested that ENA continue to supply energy during the state of emergency caused by 
COVID-19, even in the case of non-payment of electricity bills.  
 
14. In April 2020, ADB and EBRD made the last disbursement to support the Phase 1 
rehabilitation program. Subsequently, ENA actively communicated with several multilateral 
development banks including ADB to secure funding for the next phase. International Finance 
Corporation started supporting the Phase 2 program by providing a $60 million loan in January 
2021.  
 

 
10 No projects under the investment project require environmental impact assessment, except for the hazardous waste 

storage facility (Appendix 5). 
11 The higher capital cost largely resulted from the higher substation reconstruction and network augmentation costs 

(AMD21.6 billion budgeted against AMD30.8 billion actual). 
12 ADB. 2020. FAST Report: Proposed Loan to Electric Networks of Armenia CJSC for COVID-19 Working Capital 

Support Project. Manila. 
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15. To ensure a fair evaluation of Phase 1 of the investment program, this project performance 
evaluation is carried out based on December 2020 data to separate it from the ENA investment 
program Phase 2 loan, which was approved by ADB in July 2021 and signed in August 2021. For 
this reason, it was decided to perform the evaluation in semester 2 2021 more than 3 years after 
the first disbursement and around 1.5 years after the final disbursement.13 Phase 2 of the 
investment program began immediately upon the full completion of Phase 1 in 2020. 
 
16. The effect of the pandemic on ENA’s operations in 2020 remained limited. Residential 
consumption was on the rise as a result of remote working’s higher use of air conditioning during 
June‒mid-September, while business in the hospitality sector consumed less because of the 
lockdowns in March‒April and travel and tourism restrictions. In the second half of 2020, the 
mining sector’s energy consumption increased as the copper price rose. Overall, total 
consumption grew by 0.1% in 2020. The government subsidized the electricity consumption of 
low-income residents by 30%‒100%; such subsidies accounted for around 5% of ENA’s revenues 
in 2020.  
 
17. In February 2021, Moody’s reaffirmed ENA’s Ba2 rating.14 The rating reflected (i) the 
company’s monopoly in electricity distribution in Armenia and (ii) the good visibility of profitability 
and cash flow generation until 2027, because of the signed 2016‒2027 agreement between the 
company and the regulator. The rating was constrained by (i) the size of Armenian economy and 
population and (ii) the $726 million investment commitment to be completed by 2027. 
 

II. EVALUATION  

A. Project Rationale and Objectives 

18. The project rationale was consistent with, and supportive of, Armenia’s national 
development priorities and ADB’s strategy.  

(i) It supported Armenia’s development strategy, 2014‒2025 in the energy sector, 
which focused on improvements in energy efficiency and reliability by replacing 
producing stations and constructing new stations and electric power lines.15 The 
project offered the installation of a modern distribution system to transmit electricity 
efficiently from generation facilities to consumers, including upgrading existing 
systems to reduce technical and commercial losses. 

(ii) The project was also consistent with ADB’s strategies, particularly: (a) ADB’s 
Midterm Review of Strategy 2020, underlining private sector development and 
operations as well as infrastructure development; (b) the country partnership 
strategy for Armenia, 2014‒2018, which called for energy security by diversifying 
energy sources and rehabilitating and upgrading electricity transmission and 
distribution networks; (c) ADB’s Energy Policy, because it maximized access to 
energy for all.16 

 

 
13 Proceeds of this loan were used for capital expenditures in identifiable assets as confirmed by the lenders’ technical 

advisor. Therefore, the loan shares some characteristics of a capital expenditure project in identifiable assets and an 
investment supporting broad corporate investment program.  

14 Moody’s. 2021. Credit Opinion: Electric Networks of Armenia. Update to Credit Analysis. 17 February.  
15 Government of Armenia. 2014. Armenia Development Strategy for 2014–2025. Yerevan; Republic of Armenia 

Decree #442-N on 27 March 2014.  
16 ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila; 

ADB. 2014. Country Partnership Strategy: Armenia, 2014–2018. Manila;  and ADB. 2009. Energy Policy. Manila. 
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19. This project perfectly demonstrates ADB’s active support for Armenia’s energy sector, 
which was initiated in 2006.17 Aside from providing direct financing to private sector projects such 
as ENA, ADB provided (i) a sovereign loan for expanding an energy supervisory control, data 
acquisition, and management system (approved in July 2014); and (ii) a sovereign loan for the 
improving infrastructure operations and sustainability through reforms in the power sector 
(approved in November 2016). Thus, the privatization of ENA followed by rehabilitation of the 
distribution network complements ADB’s sovereign works. 
 
B. Development Results 

1. Contributions to Private Sector Development and ADB Strategic 
Development Objectives 

 
20. Contribution to private sector development. Qualitatively, the project’s main 
contributions to private sector development include: (i) the successful transformation and 
rehabilitation of ENA’s existing operations, (ii) the successful negotiation of a tariff to support 
Armenia’s access to electricity through ENA’s sustainable operation, (iii) the expansion of the 
existing network and improvement in operation through lower distribution losses; (iv) at a sector-
level, lessons learned from the project that helped expand the project for Phase 2 transformation 
and demonstrated that privatization of an electricity distribution company, even with almost fully 
depreciated assets and lower reliability, could be viable in Armenia, given the right sponsor and 
operator, project implementation, financing mix, and tariff; (v) the longer tenor of 10 years for such 
an infrastructure transformation project, which was not readily available in the country in 2016; 
and (vi) international safeguards standards that upgraded ENA’s business operation.  
 
21. Design and monitoring framework targets. Against the original design and monitoring 
framework indicators in the report and recommendation of the President (RRP) (footnote 1), the 
project shows that nearly all indicators are satisfactorily achieved. The exception includes the 
number of substations upgraded being lower than the desired target. ENA prioritized other 
subprojects that have more direct impacts in reducing distribution losses. The postponement of 
the replacement of the substation breakers and associated equipment was justified by the lower-
than-originally-estimated rate of failures of the equipment, which resulted in dropping the priority 
of the replacement task. In retrospect, this indicator might not be the most suitable to measure 
the accomplishments of network rehabilitation; despite the lower than targeted number of 
substations upgraded, other indicators such as increased connections and energy distribution 

 
17 ADB’s interim operational strategy, 2006–2009 for Armenia identified the energy sector as a priority sector for ADB 

intervention. ADB involvement in the sector began in 2012 when ADB approved a technical assistance grant for the 
preparation of a power transmission rehabilitation project. In April 2013, ADB approved a nonsovereign loan ($25 
million) for the Sevan–Hrazdan Cascade Hydropower System Rehabilitation Project. ADB. 2006. Armenia: Economic 
Report and Interim Operational Strategy, 2006–2009. Manila; ADB. 2012. Technical Assistance to Armenia for 
Preparing the Power Transmission Rehabilitation Project. Manila; ADB. 2013. Report and Recommendation of the 
President to the Board of Directors: Proposed Loan for the Sevan–Hrazdan Cascade Hydropower System 
Rehabilitation Project in Armenia. Manila. 
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have been duly complied with. Instead, a better indicator measures the length and number of 
interruptions in electricity distribution. 
 
22. The achievements of network rehabilitation include: 

(i) 892 kilometers (km) of distribution lines upgraded to 10/0.4 kV overhead lines 
(December 2020), exceeding the 400km target; 

(ii) 1,203 10/0.4 kV transformers upgraded (December 2020), exceeding the 900 
10/0.4 kV transformers target; 

(iii) 164 substations upgraded (December 2020), lower than the desired 550 
substations in the RRP (ENA revised their investment plan to implement other 
projects such as network automated meter reading system to reduce commercial 
and technical losses); and  

(iv) 387,873 automated metering devices for end consumers installed (December 
2020), exceeding the 250,000 target. 

 
23. The achievements of improving the private sector electricity distribution in Armenia are 
evidenced through: 

(i) increase of 971,038 household connections (December 2020), exceeding the 
957,451 target; 

(ii) increase of 81,152 non-household connections (December 2020), reaching the 
80,641 target defined in the RRP; 

(iii) increase of annual energy distribution by 6,366 gigawatt-hours (GWh) (2020), 
exceeding the 5,500 GWh target;  

(iv) 7.0% distribution losses (2020), exceeding the 8.0% target; and 
(v) more than 68,000 tons of carbon dioxide emission avoided in 2020 resulting from 

efficiency in distribution, far surpassing the target of 11,400 tons per year.  
 

2. Environment, Social, Health, and Safety Performance  
 
24. In compliance with ADB Safeguards Policy Statement (2009) (SPS), the project was 
approved as general corporate finance and categorized B on environment and C for both 
involuntary resettlement and indigenous peoples. A corporate environment and social 
management system (ESMS) was adopted by ENA in compliance with the SPS before first 
disbursement.  The review and evaluation of the environment and social performance was 
undertaken through review of existing environment and social documents and the site visit fielded 
by ADB’s environment and social consultant based in Armenia. The findings were supplemented 
by the audit undertaken by the external consultant for the proposed Phase 2 of the project, which 
assessed ENA’s Phase 1 performance. No site visit was undertaken by ADB staff because of 
travel restrictions brought about by the pandemic.  
 
25. ENA’s ESMS is accredited by the International Organization for Standardization (ISO) and 
includes a wide range of procedures to manage the company’s environmental aspects, some of 
which were developed as corrective actions under Phase 1. The ESMS implementation is 
managed by ENA’s Environmental Department, comprising nine employees who work in fire 
protection, environmental protection, maintenance, and safety. While these employees undertake 
environmental, social, health, and safety tasks in the company, several weaknesses remain in 
the management of environmental aspects and impacts, particularly in hazardous waste 
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management, occupational health and safety, community safety management, and contractors’ 
management. 
 
26. The review indicated that project activities did not require acquisition of any private 
property and did not lead to any involuntary resettlement impacts. All the works (particularly 
replacement of aerial lines) were carried out within the existing right-of-way already provided to 
ENA or located on government lands, after obtaining necessary clearances and permits. 
Indigenous peoples as defined by the SPS are not present within the footprints of ENA’s facilities 
and distribution networks. ENA’s existing grievance redress procedure was developed to provide 
a transparent and credible method to receive, assess, and address grievances, but will be further 
enhanced to include providing response or action to anonymous grievances, including a 
mechanism for responding to harassment and gender-based violence (Appendix 5). 
 
27. The review confirms ENA’s compliance with applicable national laws and regulations. 
However, the review indicated that many of the corrective actions formulated through the 
monitoring phase of the project remain outstanding, such as completion of Phase 1 corrective 
action items for the hazardous waste storage facility, which is required before start of operation; 
several occupational and community initiatives being planned to increase safety awareness; and 
systematically testing oils for polychlorinated biphenyls (PCBs). The challenges of testing will 
continue to limit ENA’s ability to manage potentially hazardous oils because of ENA’s dependence 
on the capacity of the Ministry of Environment to complete the tests. 
  
28. There is a need to strengthen staff and contractors’ trainings in a range of environmental, 
health, and safety aspects, and for ENA’s current board to integrate environment and social 
principles into the corporate strategy. Corrective actions were agreed with ENA for the Phase 2 
loan, which includes completion of the pending commitments in Phase 1 as conditions of 
disbursement. ADB will monitor the required enhancements and ENA commitments during its 
Phase 2 implementation.  
 

3. Business Success 
 
29. ENA’s actual financial performance in 2017‒2020 was lower than the target in the RRP. 
Nonetheless, the project demonstrated good operational performance as measured through 
improvements in distribution losses from 9.7% in 2016 to 7.0% at the end of 2020 (Table A4 in 
Appendix 4).   

 
C. ADB Additionality 

30. Since 2002, the Government of Armenia reformed the country’s energy sector,  unbundling 
the electricity subsector and privatizing power and gas distribution network companies. 
Nevertheless, the assets of power distribution network companies urgently needed rehabilitation 
amid poor and irregular maintenance work before privatization. To avoid overinvestment, the 
government introduced financial incentives (the tariff margin includes distribution losses, 
operating costs, depreciation of investment, and allowable profits) to improve energy efficiency 
and commercial viability, but these remained insufficient to address remaining viability issues. 
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Additional demonstration of the viability of rehabilitation projects was needed, to reduce the 
perceived risk and make projects feasible for project sponsors.18 ADB’s additionality is as follows: 

(i)  Financial additionality. ADB brought in significant financial additionality in two 
ways. First, ADB brought in $80.0 million (40%) of financing through ordinary 
capital resources, without which the project may not have been viable. ADB 
cofinanced with EBRD, which previously had very good experience when 
extending a loan to ENA; ADB and EBRD cofinanced 80% of the project cost and 
helped ENA achieve a quick financial closure. Second, ADB appropriately 
structured the loan offering via a long-term loan product.19 This offering improved 
debt service levels and investor returns. 

(ii)  Non-financial additionality. ADB’s presence gave confidence to other lender(s) 
and stakeholders that international best practices would be applied, including for 
the assessing and rehabilitating the electricity distribution network and associated 
technical risk, the tariff margin mechanism as determined by the PSRC, and 
safeguards implementation. Early stages of such privatizations and private–public 
partnerships where one private player has a monopoly, but is regulated, are critical 
to establish trust and start a balanced long-term relationship. The Armenian 
experience is a positive example. It is difficult to attribute reasons, but the presence 
of international lenders with long-term perspectives and independent monitoring of 
international safeguard standards are positive contributors to this success. Aside 
from ENA, the project success provides higher confidence for ADB to support the 
Armenia’s energy sector further (Appendix 3, part E).  

D. ADB Investment Profitability 

31. ADB’s United States dollar- and euro-denominated loan generated a margin that was 
sufficient from a risk return perspective. The loan margin yielded a gross contribution to ADB’s 
income that fairly matched the loan tenor, the project’s credit risk profile, the amount compatible 
with the direct transaction cost, and the country risk at the time of investment. Further, the 
borrower has complied with its debt service obligations to date and ADB’s loan has the same 
pricing as the co-lender (EBRD) in the project. 
 
E. ADB Work Quality 

32. Following the work at ADB’s sovereign operations in rehabilitation of substations, 
expansion of the supervisory control, improvement of infrastructure operations and sustainability 
through reforms in the power sector, ADB supported the private owner of ENA, the sole electricity 
distribution company in Armenia. After being privatized, as agreed with the Government of 
Armenia, ENA needs to rehabilitate its operations to be more effective and cost competitive during 
2016–2027. The screening for the project and the sponsor (Tashir Group) was quite intensive. 
The Private Sector Operations Department managed to complete the diligence and approval 
processes quickly. The time from concept clearance (November 2016) to Board approval (June 
2017) and loan signing (July 2017) was relatively short. The deal team appraised the project 
thoroughly; the actual capital costs, the project timeline, and the project implementation were as 
planned. 
 

 
18 Tetra Tech. 2020. Electricity Networks of Armenia Modernisation of Distribution Network Lenders' Engineer: Project 

Implementation Monitoring—Seven-Month Project Status Report. Arlington, Virginia. 
19 The facilities from ADB ordinary capital resources loan and the EBRD loan both have a 10-year tenor, including a 1-

year grace period. 
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33. ADB promptly consented to the borrower’s requests for waivers and amendments to 
existing agreements, with thorough reviews. ADB has kept itself updated on the project and the 
borrower’s performance in all material areas through monitoring reports submitted by the 
borrower, the lender’s engineer, and site visits. ADB has also proactively and timely supported 
ENA against the COVID-19 pandemic and is preparing to support Phase 2 of ENA’s investment 
program. ENA confirmed a satisfactory working relationship with ADB.  
 

III. ISSUES, LESSONS, AND RECOMMENDED FOLLOW-UP ACTIONS  

A. Issues and Lessons 

34. ADB should strongly encourage ENA to refine their rehabilitation program to be more 
focused and detailed. That will benefit both ENA and ADB in better monitoring for project progress 
and achieving targets.  
 
B. Recommended Follow-Up Actions 

35. It is recommended to include the length (in minutes) and the number of interruptions 
(frequency) in electricity distribution to measure operational performance of an electricity 
distribution company. These international standards were created by Institute of Electrical 
Electronics Engineers and have been widely used to measure reliability of electricity distribution.20 
 
36. ADB will monitor the financial and operational progress post-pandemic through the annual 
performance of the project until maturity.  

 
20 Institute of Electrical Electronics Engineers. 1998. IEEE 1366: 1998 Guide for Electric Power Distribution Reliability 

Indices. New York City. These guidelines describe several indexes such as SAIFI (the average number of sustained 
interruptions per consumer during the year) and SAIDI (the average duration of interruptions per consumers during 
the year). 
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PROJECT-RELATED DATA 
 

Table A1.1: Investment Identification 
1. Country Armenia 
2. 
3. 

Project Number 
Loan Number 

50146-001 
3540 

4. Type of Business Energy (electricity transmission and distribution) 
5. Project Title Distribution Network Rehabilitation, Efficiency 

Improvement, and Augmentation  
6. Investee Company and/or Borrower Electric Networks of Armenia CJSC 
7. 
 
8. 

Amount of Approved ADB Assistance 
 
Other Funding  

ADB loan – $80.00 million 
EBRD loan ‒ $80.00 million 
Internally generated fund – $41.24 million  

ADB = Asian Development Bank, CJSC = closed joint-stock company, EBRD = European Bank for Reconstruction and 
Development. 
Source: ADB. 2017. Report and Recommendation of the President on a Proposed Loan to the Electronic Networks of 
Armenia CJSC for the Distribution Network Rehabilitation, Efficiency Improvement, and Augmentation. Manila. 
 
 

Table A1.2: Investment Data 
1. Concept Clearance Approval 9 November 2016 
2. Date of Board Approval 27 June 2017 
3. Signing Date of Legal Agreements 28 July 2017 
4. Terms of loan 10 years including 1-year grace 
5. 
 
 
 
6. 

Disbursements 
 
 
 
Repayments 

First disbursement: 3 October 2017 
Second disbursement: 5 April 2019 
Third disbursement: 29 November 2019 
Last disbursement: 17 April 2020 
Initial repayment date: 26 November 2018 
Final repayment date: 26 August 2027 

EBITDA = earnings before interest, tax, depreciation, and amortization; EURIBOR = the Euro Interbank Offered Rate; 
LIBOR = the London Interbank Offered Rate. 
Source: Asian Development Bank. 
 
 

Table A1.3: Summary of Project Cost and Funding Sources 

Project Cost 
RRP Amount 
(AMD million) 

Actual Amount 
(AMD million) 

Actual  
Share of Total (%) 

A. Network rehabilitation and 
reinforcement. 

32,087 25,259  25.1  

B. Special projects 2,183 1,174  1.2  
C. Substation reconstruction 

and network augmentation 
21,612 30,814  30.7  

D. Automatic meter reading 36,458 36,528  36.4  
E. Vehicles and special 

machinery 
2,003 3,488  3.5  

F. Other investments 3,480 3,170  3.2  
Total 97,823 100,434  100.0  

RRP = report and recommendation of the President. 
Note: Numbers may not sum precisely because of rounding.  
Sources: (i) ADB. 2017. Report and Recommendation of the President on a Proposed Loan to the Electronic Networks 
of Armenia CJSC for the Distribution Network Rehabilitation, Efficiency Improvement, and Augmentation. Manila; and 
(ii) Electronic Networks of Armenia CJSC. 
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Table A1.4: Financing Plan 

Financing Plan 
RRP Actual 

(AMD million) % of total (AMD million) % of total 

Internally generated funds 20,047 20.5 31,572  29.2  
Debt:     
    ADB 
    EBRD 

38,888 
38,888 

 38,297 
38,297 

 

Total long-term debt  79.5  70.8 
Total 97,823 100.0 108,166 100.0 

ENA informed that the difference between Table A1.3 and A1.4 for actual amount of project financing was due to the 
different exchange rate used at the time of reporting versus at the time of disbursement.  
ADB = Asian Development Bank; EBRD = European Bank for Reconstruction and Development; RRP = report and 
recommendation of the President. 
Sources: ADB. 2017. Report and Recommendation of the President on a Proposed Loan to the Electronic Networks of 
Armenia CJSC for Distribution Network Rehabilitation, Efficiency Improvement, and Augmentation. Manila; and Electric 
Networks of Armenia CJSC. 
 
 

Table A1.5: Financing Structure 
Item AMD (million) $ (million) % of Total 

Debt    
ADB (10 years) 38,297 80.0 36.3 
EBRD (10 years) 38,297 80.0 36.3 

Total Debt 76,594 160.0 72.5 
    
Internally generated funds 31,572 60.6 27.5 
    
Total Sources 108,166 220.6 100.0 

ADB = Asian Development Bank; EBRD = European Bank for Reconstruction and Development.  
Source: Electric Networks of Armenia CJSC. 
 
 

Table A1.6: Data on ADB Missions 

Project Administration and Monitoring Number of Missions 
Number of Person-

Days 

Due diligence and appraisal 
Project administration 
Extended annual review1 

1 
1 
0 

8 
11 

0 

1 No extended annual review missions were fielded because of the coronavirus disease (COVID-19) pandemic. 

Source: Asian Development Bank.
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RESULTS AND RATINGS FOR PROJECT CONTRIBUTIONS TO PRIVATE SECTOR DEVELOPMENT AND ADB STRATEGIC 
DEVELOPMENT OBJECTIVES—INFRASTRUCTURE  

 
Results area Actual achievements Justification Potential future achievements 

1. Within company PSD 
effects 

   

1.1 Improved skills. New or 
strengthened strategic, 
managerial, operational, 
technical or financial skills 

ENA implemented a training program for 
staff on ISO certification, including: (i) 
identification of environmental aspects of 
ENA, (ii) environmental impact 
assessment, (iii) waste management, (iv) 
hazard identification and assessment, (v) 
identification and implementation of 
control measures, (vi) emergency 
preparedness and response, and (vii) 
internal audits. 

ENA attained ISO14001 Certification 
(ENA passed certification audit by 
German TÜV Rheinland) in 2019. 

Maintenance of ISO certification.  

1.2  Improved business 
operations. Improved ways to 
operate the business and 
compete, as seen in investee 
operational performance 
against relevant best industry 
benchmarks or standards 

The distribution losses were reduced 
from 9.7% in 2016 to about 7% (2019‒
semester 1 2020).  
 
The project replaced the old equipment 
that had accumulated depreciation of 
66% to 92%.  
 
Since 2016, more than 340,000 
automatic metering devices for end 
consumers have been installed as of 
2020. 
 

Successful network rehabilitation and 
reinforcement and substation 
reconstruction. 

Phase 2 can further improve 
reliability, reduce distribution 
losses, and eventually improve 
ENA’s business operations. 

1.3  Improved governance. As 
evident in set standards related 
to corporate governance; 
stakeholder relations; 
environment, health, and safety 
fields; and/or energy 
conservation, and their 
implementation 

ENA benefits from good industry 
practices based on international 
standards in environment and social as 
introduced by ADB and EBRD, in 
particular ESAP implementation. 
 
ENA increased its organizational 
capacity and commitment in the 
environmental department by appointing 
an environmental and social manager to 
oversee implementation of the 
Environmental Managements System, 
the environmental and social 
requirements in the compliance with 
lenders, and setting up the audit 

ENA managed to comply with the 
standards set by ADB and EBRD 
throughout its operation across the 
country.  
 
Within each branch, an employee is 
responsible for occupational health and 
safety and environmental issues. 
 
The corporate human resource policies 
have been rolled out and are in the 
process of being updated (as of mid-
2020). 
 

There is a need to strengthen staff 
and contractors’ trainings in a 
range of environment, health and 
safety aspects and for ENA’s 
board to integrate environment 
and social targets into the 
corporate strategy. 
 
Continuous compliance against 
improved or updated standards 
throughout ENA branches across 
the country. 
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Results area Actual achievements Justification Potential future achievements 

department to undertake routine 
monitoring of all ENA sites and report on 
their compliance with the ESMS. 
 
ENA developed corporate human 
resource policies that cover (i) elimination 
of all forms of forced or compulsory labor, 
(ii) employment of young persons under 
age 18, (iii) union recognition, (iv) 
collective agreement, (v) non-
discrimination and equal opportunity, (vi) 
equal pay for equal work, (vii) gender 
equality, (viii) bullying and harassment, 
including sexual harassment, (ix) wages 
(wage level, normal and overtime), (x) 
overtime, (xi) working hours, (xii) flexible 
working/work-life balance, (xiii) grievance 
mechanism for workers, and (xiv) health 
and safety. 
 
For external grievances, the stakeholder 
engagement plan includes a grievance 
form which is made available on ENA’s 
website, although it does not appear that 
this actual form is on the website; instead, 
there is a simple form to register 
comments and complaints. However, this 
form is considered adequate for 
registering complaints as it is more user 
friendly and takes less time to complete. 
 
Employee grievances are managed by 
the Human Resources Department. 
Employees can submit grievances either 
in person, by email, or through the 
internal employee hotline. 

For external grievances, members of the 
public can register complaints to ENA 
through their telephone helpline or via 
email. According to ENA, 95% of 
grievances relate to technical issues such 
as power outages. ENA reports 
grievances on a monthly basis to the 
regulator, and the information submitted 
includes a record of the grievance 
received, ENA’s response, and the dates 
of the communications.  

1.4  Innovation. New or 
improved infrastructure design, 
technology, and service 
delivery; ways to cover or 
contain costs, manage demand 
or optimize utilization; improved 
risk allocation between private 

ENA carries out the EIA for projects, 
including stakeholder engagement, 
consultation, information disclosure, 
establishing a grievance redress 
mechanism, and obtaining relevant 
environmental consent from the 
authorities. 
 

Improved design of waste storage and 
handling allows safer and more 
sustainable operation of ENA and 
provides better service delivery to end 
consumers; however, ENA needs to 
address the corrective actions to fully 
benefit from the hazardous waste storage 
facility. 

Corrective actions were agreed 
with ENA for Phase 2 loan which 
includes completion of the 
pending commitments in Phase 1 
as conditions of disbursement for 
Phase 2 project. Required 
enhancements and ENA 
commitments will be monitored by 



14 Appendix 2 
 

 
 

Results area Actual achievements Justification Potential future achievements 

companies and government; 
financial structure, etc. 

No projects under the investment project 
require EIA except for the hazardous 
waste storage facility. The waste 
facilities’ design meets good industry 
practice and the hazardous waste 
storage facility ESAP. The EIA for this 
facility has been completed and all 
approvals have been provided by the 
relevant regulatory authorities for its 
construction. ENA received the permits 
for the operational phase in February 
2021. However, an audit undertaken by 
an external expert identified corrective 
actions that remain unsettled (Appendix 
5). 
 
The project installed more than 340,000 
(as of June 2020) automatic metering 
devices for end consumers. 
 
ENA developed a resource efficiency 
plan to increase company sustainability 
practices such as energy efficiency, 
recycling, and reduced paper waste.   

 
The project targeted more than 250,000 
automatic metering system devices from 
the expansion and improvement activity. 
 
The Indigenous Peoples  of all projects 
active in 2017‒2020 have passed through 
the Rapid Environmental and Social 
Assessment, which considers local legal 
requirements, and ADB and EBRD 
requirements.  
 
ENA received the ISO50001 – Energy 
Efficiency certification in July 2018. 

ADB during its Phase 2 
implementation. 

1.5 Catalytic element. 
Mobilizing or inducing more 
local or foreign market financing 
or foreign direct investment in 
the company 

Financing: ADB’s and EBRD’s provision of 
a foreign currency loan (both with a 10-
year tenor) improved the investor’s 
internal rate of return and the project’s 
debt serviceability for electricity 
transformation project in Armenia. It also 
moved other investors such as 
International Finance Corporation to 
extend their loan for Phase 2 of 
transformation that was disbursed in early 
2021.  

Successful financial closing, start-up, and 
stable operations of the project. 

ADB and other investors are also 
exploring financing Phase 2 of 
transformation. 

2. Beyond company PSD 
effects 

   

2.1 Private sector expansion. 
Contribution by a pioneering or 
low-profile project that 
facilitates in its own right, or 
paves the way for, more private 

The project demonstrated the viability 
and sustainability of Armenia’s power 
distribution company, which was 
recently privatized, with transformation 
and upgrades undertaken. It enhanced 

Privatization along with transformation 
improves the company’s commercial 
viability. 

Further private participation in 
energy projects in Armenia and 
the region.  
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Results area Actual achievements Justification Potential future achievements 

participation in the sector and 
economy at large 

private investors’ confidence in the 
power sector in the country.  

2.2 Competition. Contribution 
of new competition pressure on 
public and other sector players 
to raise efficiency and improve 
access and service levels in the 
industry 

While direct attribution is difficult, the 
project’s implementation has resulted in 
the following improvements. 
1. More than 600 km of distribution lines 
were upgraded to 10/0.4 kV overhead 
lines as of 2020.  
2. More than 1,100 transformers of 10/0.4 
kV were upgraded as of 2020.  
3. Since 2016, more than 150 substations 
have been upgraded. 

Successful improvements in distribution 
lines and transformers and stable 
operations of the project demonstrate the 
private sector’s strong potential and 
efficiency in electricity distribution 
development. 

Further promotion of the PPP 
modality to enhance efficiency in 
energy development in Armenia 
and the region. 

2.3 Demonstration effects. 
Adoption of new skills, 
improved infrastructure assets 
and services, more efficient 
processes, maintenance 
regimes, improved standards, 
risk allocation and mitigation 
beyond the project company 

Demonstrated effectiveness of PPP in 
which private financing played a critical 
role in infrastructure development.  
 
Validation of modernized or upgraded 
technology as an optimal solution to 
maximize electricity distribution and 
lower distribution losses as compared to 
the previous technology. 

Successful financial closing and stable 
operations of the project. 
  

Further private initiative in 
accelerated energy development 
in Armenia and the region. 

2.4 Linkages. Relative to 
investments, the project 
contributes notable upstream or 
downstream linkage effects to 
business clients, consumers, 
suppliers, key industries etc. in 
support of growth. 

ENA developed a set of environment, 
health, safety, and social requirements 
for contractors and subcontractors; ENA 
has been required to ensure that these 
are included within the contract 
obligations for the subprojects of the 
investment plan, specifically,  for ENA to 
address issues related to appropriate 
waste disposal (including soil, gravel and 
other materials contaminated with oil, 
asbestos, and acid batteries), 
containment of oil spills, appropriate 
fencing and limited access to 
construction works for community health 
and safety, workers’ health and safety, 
workers’ labor rights, and a public 
grievance mechanism.  
 
Livelihood opportunities (including 
project employment) brought to the 
surrounding areas and local 

Contractors’  tender documents were not 
able to reflect environment, health, and 
safety requirements, and included in the 
corrective action plan for Phase 2 project. 
 
Economic and social benefits brought to 
local peoples and communities, including 
training opportunities for local hires. 
 
Community Safety and Awareness—ENA  
safety awareness brochures were not 
completed in Phase 1 and were not 
distributed to schools and residents as a 
part of CSR program. This is a pending 
corrective action plan in Phase 1 that will 
be addressed as a disbursement 
requirement for Phase 2.  

Replication of best practices in 
further development and 
operation of Phase 2 
transformation project in ENA 
(Armenia) and the region. 
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procurements for expansion and 
upgrades. 
 
Good relationships with the surrounding 
community through regular consultations 
and participation in various CSR 
activities. 

2.5 Catalytic element. 
Mobilizing or inducing more 
local or foreign market financing 
or foreign direct investment in 
the sector (beyond the 
company) through pioneering or 
catalytic finance 
 

A tenor of up to 10 years of financing was 
not available in the local market in 2016 
when ENA made a strategic plan to 
rehabilitate the hardware of the company. 
ADB and EBRD came to introduce such 
financing and Phase 1 was able to deliver 
better financial performance to ENA. 

Improved financial performance 
strengthened the wider access to 
electricity in Armenia.   

Further modification of long-term 
financing available locally for 
Phase 2 of ENA rehabilitation 
projects and other energy projects 
in Armenia and the region. 

2.6. Affected laws, 
frameworks, regulation. 
Contributes to improved laws 
and sector regulation for PPPs, 
concessions, joint ventures, 
and build-operate-transfer 
projects; and liberalizing 
markets as applicable for 
improved sector efficiency 

The project supported the government’s 
objective for privatization and effective 
operation of electricity distribution 
company throughout the country, 
improving distribution losses and 
reliability of electricity in Armenia.  
 
The project helped encourage Armenia’s 
energy sector to run more efficiently and 
reliably while the government still 
regulates the pricing to end-consumers 
and ensures a sustainable tariff margin, 
thus helping the country progress 
towards its energy target of sustainable, 
long-term economic growth. 

Ongoing policy and regulatory updates by 
the Government of Armenia in pace with 
progress in sector development. 
 

Enhanced collaboration between 
the government and power 
producers to evolve sector 
policies and regulations further. 

3. Contribution to other ADB 
strategic objectives 

   

3.1 Sector development 
outputs. Contribution to other 
sector development outputs 
and outcomes not captured 
under point 2, such as capacity 
or network expansion 

With the Phase 1 transformation project, 
ENA improved the connections from the 
baseline by (i) more than 29,000 for 
households (2020) from 936,451 (2016) 
and (ii) more than 6,600 for non-
households (2020) from 73,635 (2016). 
 

Larger network allows wider access to 
electricity. 

Other electricity distribution 
companies to cover other areas or 
to provide more competitive 
product and service. 

3.2 Sector development 
outcomes. Contribution to 
other sector development 
outputs and outcomes not 

In 2020‒2021, Armenia’s energy sector 
is largely characterized by affordable, 
reliable electricity service with 100% 
access to electricity 24 hours per day. 

Due implementation of subsequent power 
sector projects under private initiatives, 
including efficiency program of existing 
power plants.  

Further private participation in 
increased efficiency energy 
development in Armenia. 
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captured under point 2, such as 
increased infrastructure 
utilization or consumption, 
improved in-country 
connectivity, improved energy 
security 
 

Network losses have been reduced to 
less than 8% and companies in the sector 
have transitioned from heavy 
dependence on state funding to 
commercial viability. 

3.3 Inclusion. Improved access 
to, availability or affordability of 
infrastructure services for the 
poor and other disadvantaged 
groups  

In 2020, there were more than 965,000 
households connected to electricity and 
more than 80,000 non-households 
connected to electricity (there were 1.04 
million households in Armenia in 2020a). 

The improved infrastructure brings 
economic and social benefits to local 
peoples and communities. 

Further expansion to cover the 
growing communities and 
businesses in Armenia. 

3.4 Job creation. Creation of 
additional sustainable jobs or 
self-employment; distinguish 
between jobs created within 
and beyond the company 

The project indirectly brought additional 
business opportunities to the local 
community with network expansion. 

Increased business opportunities (e.g., 
commodity sales and service provisions) 
for residents around the substations. 

Further increase job and business 
opportunities during network 
expansion. 

3.5 Environmental 
sustainability. Project net 
impact on GHG emissions; any 
other contributions to 
environmental improvements 

The project achieved annual savings of 
more than 73,000 tons of CO2 emissions 
during 2020. 
 
ENA audits waste management 
companies to ensure they follow 
Armenian and European Union waste 
disposal procedures for all wastes, 
especially including flooded lead-acid 
batteries, waste oil, and asbestos.  
 
A three-year program is in place to 
replace asbestos roofs with corrugated 
steel panels. 4,494m2 of roofing was 
replaced during 2018 and 1,275m2 was 
replaced in 2019. Data for 2020 has not 
been forthcoming. In early 2021, ENA 
estimates that less than 20% of their 
buildings still have asbestos. 

Stable operations of the project distributed 
a total of 5,922 GWh to the national grid 
during 2020. 
 
ENA has periodically audited its waste 
management companies. According to 
ENA, the results of the audit were positive, 
and no specific corrective actions were 
required. 

Further contribution to GHG 
emissions during project 
operations. 
 
Continued compliance with waste 
disposal procedures during 
project operations. 

3.6 Regional integration. 
Project contributions to regional 
cooperation and integration by 
facilitating trade, cross-border 
mobility, cross-border power 
supplies, etc.   

The project facilitated cross-border trade 
by indirectly procuring parts and 
equipment from other ADB members, 
such as Georgia and the People’s 
Republic of China, through local 
suppliers.  

Cross-border procurement supports 
Phase 1 rehabilitation project.  

Phase 2 rehabilitation project and 
maintenance of the existing 
network may be sourced from 
other countries. 
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ADB = Asian Development Bank; CO2 = carbon dioxide; CSR = corporate social responsibility; EBRD = European Bank for Reconstruction and Development, EIA = 
environmental impact assessment; ENA = Electronic Networks of Armenia CJSC; ESAP = environmental and social action plan; ESMS = environmental and social 
management system; GHG = greenhouse gas; GW = gigawatt-hour; ISO = International Organization for Standardization, km = kilometer, kV = kilovolt, m2 = square 
meters, PPP = public–private partnership; PSD = private sector development. 
a HelgiLibrary. Number of Households in Armenia (accessed 14 July 2021).  
 

https://www.helgilibrary.com/indicators/number-of-households/armenia/
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SECTOR REVIEW 
 
A. Sector Framework 

 
1. In 2020‒2021, Armenia’s energy sector is largely characterized by affordable, reliable 
electricity service with 100% access to electricity 24 hours per day. Network losses have 
substantially reduced to less than 10% and companies in the sector have transitioned from heavy 
dependence on state funding to commercial viability. Nevertheless, energy security remains a 
priority for Armenia. With no fossil fuel reserves, the country depends on natural gas and oil 
imports from Georgia and Iran and nuclear fuel imports from the Russian Federation; together 
these provide the fuel source for about 66% of Armenia’s electricity. Moreover, Armenia’s 
electricity generation, transmission, and distribution assets are in poor condition and need 
rehabilitating and upgrading.  
 
2. The power system of Armenia is divided into generation, transmission, and distribution 
systems. The sector has been partially privatized and operates as a single buyer model, where 
the privately owned Electric Networks of Armenia (ENA), a closed joint-stock company (CJSC), 
has exclusive rights to buy electricity from generations at regulated tariffs and distribute this to 
consumers. ENA also owns and operates all the distribution assets in Armenia. 
 
3. The Ministry of Territorial Administration and Infrastructure is the primary body responsible 
for formulating and implementing energy sector policy, including developing strategies for 
renewable energy sources. The state-owned High Voltage Electricity Network CJSC owns all high 
voltage transmission assets in the country and is responsible for the transmission of power from 
those assets, including cross-border transmissions.1 The state-owned Electro Power System 
Operator CJSC is responsible for system operations, control, and centralized dispatch.2 The state-
owned Settlement Centre CJSC provides metering services and payment settlements at a 
wholesale level among all market participants (generation, operation, transmission, and 
distribution).3  
 
4. The Public Services Regulatory Commission (PSRC) performs regulatory operations for 
the energy sector, including regulating tariffs, service quality and licensing; overseeing 
compliance with license obligations; mediating disputes between licensees and customers; 
defining electricity market rules; and setting, monitoring, and enforcing quality standards. PSRC 
is ENA’s regulator, regulating its tariffs, and setting orders for its investment programs. 

 
B. Electricity Supply and Demand Forecast 

 
5. Electricity generation. Power generation in Armenia has dropped substantially since its 
peak in 1988, but most of the generation assets in use then are still operating as of 2020. More 
than two thirds of the existing electricity generation capacity and distribution system has been 
fully depreciated, bringing down the cost of generation. Although investments have been made to 
maintain these assets, further substantial capital expenditure will be needed to renovate and 
upgrade the entire energy system.4 In 2018, the Asian Development Bank (ADB) funded a private 

 
1  International Energy Agency. 2015. Eastern Europe, Caucasus, and Central Asia: Energy Policies beyond IEA 

Countries. Paris. 
2  United States Agency for International Development (USAID). 2016. Armenia Gap Analysis with List of Market 

Challenges and legal Barriers. Washington, DC. 
3  Inogate. 2015. A Review of Energy Tariffs in Inogate Partner Countries. Brussels. 
4  Armenia Renewable Resources and Energy Efficiency Fund. 2011. Renewable Energy Roadmap for Armenia. 

Yerevan. 
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sector power plant with an installed capacity of 250 megawatts (MW) that utilizes natural gas, 
which is expected to be operational in 2021.5 Metsamor nuclear power plant, with an installed 
capacity of 407 MW, continues to generate base load electricity till 2026 despite being scheduled 
to retire in 2016; a plan to construct a new 1,000 MW nuclear power plant to replace Metsamor 
nuclear power plant is being discussed.6 Hydropower from the Hrazdan River and other small 
hydropower plants, with a combined installed capacity of about 1,292 MW, supply stable base-
load power to Armenia; the country also has 2.97 MW of generation capacity from wind energy, 
with an additional 5.32 MW of installed capacity under construction. Armenia has 16.9 MW of 
installed capacity from solar power plants and a 55 MW utility-scale solar plant will be operational 
by the end of 2021; more solar plants are expected to add 123 MW. The power generation mix in 
Armenia as of 2019 is in Table A3. 
 

Table A3: Installed Generation Capacity and Ownership Structure 
Generation Capacity by Type Ownership Capacity (megawatt) 

Hrazdan Tashir Capital 950 
Hrazdan Unit 5 Gazprom Armenia 467 
Yerevan TPP CJSC MTAI 820 
Vanadzor Private Zakneftegazstroy-Prometey 96 
Total Thermal Power Plants  2,333 
IEC (Sevan–Hrazdan Cascade) Hrazdan Energy Company 559 
Vorotan Contour Global USA 404 
Small Hydro Plants Private 328 
Total Hydro Power Plants  1,291 
Total Wind Energy MTAI 3 
Total Solar Energy  17 
Metsamor Unit 2 MTAI 408 
Total Nuclear  408 

TOTAL  4,052 
CJSC = closed joint-stock company, IEC = International Energy Corporation, MTAI = Ministry of Territorial 
Administration and Infrastructure, MW = megawatt, TPP = thermal power plant. 
Source: Ministry of Territorial Administration and Infrastructure. 

 

6. Electricity demand. Armenia is a net exporter of energy, having sufficient electricity 
generating capacity to meet domestic needs. The total operating capacity of all generation units 
is about 2,400 MW, despite installed capacity of 4,052 MW. Peak electricity demand is about 
1,300 MW and occurs from November through February. Summer peak demand (June to mid-
September) is about 900 MW. There are no seasonal deficits. Household demand accounts for 
about 35% of total annual consumption; large customers (i.e., industry, transport, water supply, 
and irrigation) make up 30% and public and small to medium-size businesses make up the 
remaining 35%. End-user tariffs are differentiated by voltage levels for day and nighttime tariffs.  
 
7. Distribution. ENA’s distribution system includes 0.4‒110 kilovolt (kV) lines and 
transformers. There is almost 100% access to the grid. ENA serves about one million customers.7 
Distribution system losses are about 7.1%, metering is 100%, and the collection ratio is close to 
100%.8 All customers using 35‒110 kV and a large portion of 6‒10 kV customers are integrated 
into a data acquisition system; 35% of all customers are equipped with electronic meters.9 

 
5 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the ArmPower 

CJSC Yerevan Gas-Fired Combined-Cycle Power Project in Armenia. Manila. 
6  World Nuclear Association. 2020. Nuclear Power in Armenia. London. 
7  USAID. 2016. Armenia Gap Analysis with List of Market Challenges and Legal Barriers. Washington, D.C. 
8  Tetra Tech. 2019. Six Month Project Status Report. Yerevan. 
9  A. Kochnakyan, E. Zalinyan, and A. Budaghyan. 2019. Distribution Investment Regulation: Principles and Practices 

in Power Sector of Armenia. Washington, DC: World Bank. 
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8. Transmission. The High Voltage Electricity Network’s transmission system is well 
developed and consists of 14 220 kV substations and two 110 kV substations; the 33 transformers 
with a capacity of about 2,500 megavolt-amperes are in the process of being rehabilitated. 
Transmission system losses are around 1.8% (footnote 7). 
 
9. Interconnections. Armenia’s power grid is interconnected with its neighboring countries 
in the Caucasus region, including 220 KV connections with Georgia and Iran.10 Armenia and Iran 
have built an additional 400 kV power transmission line connecting the two countries’ power grids. 
In 2016, Armenia signed a memorandum of understanding with Georgia, Iran, and the Russian 
Federation to allow joint energy projects and increased regional cooperation in the energy sector 
(footnote 10). 
 
C. Sector Challenges and Opportunities 

 
10. The key challenges in Armenia’s energy sector are lack of domestic fuel, the poor use of 
its renewable energy resources, low efficiency of thermal power plants, and the high operation 
and maintenance cost and low reliability of big hydropower plants. The electricity generation, 
transmission, and distribution assets are outdated and in poor condition; they have deteriorated 
because of insufficient funding resulting from the state’s limited ability to borrow. Energy security 
and reliability are a concern because Armenia is heavily dependent on fuel imports from 
neighboring countries (footnote 10). 
 
11. Armenia must continue its focus on diversification of energy sources to increase its energy 
independence and security. Enhancement of its transmission infrastructure and expansion of 
cross-border interconnections with neighboring countries are its main priorities. It is estimated 
that Armenia has more than 1,000 MW of technically viable solar photovoltaic generating capacity, 
300‒500 MW of wind capacity, 250‒300 MW of unexploited small hydropower plant capacity, and 
25 MW of geothermal capacity (footnote 4). Furthermore, by rehabilitating, upgrading, or replacing 
the electricity generation, transmission, and distribution assets, Armenia can benefit from 
efficiency gains across its energy supply chain. 
 
12. On 16 March 2020, the Government of Armenia declared a state of emergency in the 
country because of the coronavirus disease (COVID-19) pandemic, restricting operations of non-
essential businesses and ordering citizens to stay at home. In June 2020, the state of emergency 
was extended until 13 July 2020. Under these circumstances, many of ENA’s private customers 
have been unable to pay their electricity bills because of (i) restrictions on their movement within 
the country, (ii) limited access to banks and points of payment, (iii) overloaded online payment 
systems, and (iv) financial stress, which is affecting a majority of residents and small businesses.  
 
13. ENA’s liquidity position has deteriorated because of the necessity of providing 
uninterrupted power supply despite a lack of timely customer payments. Since ENA’s services 
are considered essential, PSRC requested that ENA continue supplying energy to its private 
customers during the state of emergency, even in the case of non-payment of electricity bills. 
Although customers became obligated to pay their electricity bills on time as of 22 April 2020, 
some users most affected by the crisis lack the means to do so. Given the critical nature of 
electricity, ENA, to the extent possible, intends to continue uninterrupted power supply even to its 
most vulnerable consumers. This was expected to add significant stress to ENA’s liquidity position 

 
10 Energy Charter Secretariat. 2016. Secretariat. 2016. The Role of the Energy Charter in Promoting Electricity 

Cooperation in the South Caucasus. Brussels. 
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in the following one year, from mid-2020 to mid-2021. As a response to ENA’s financial stress, 
ADB approved the COVID-19 emergency liquidity facility of $20 million and the European Bank 
for Reconstruction and Development (EBRD) approved $25 million. The facility was used to fund 
ENA’s day-to-day operations and assist ENA to meet anticipated shortfalls in liquidity resulting 
from deferred bill payments by its customers for a tenor of up to 1 year. 
 
D. Tariff Structure 

 
14. PSRC approves electricity tariff rates to end-consumers every year, based on ENA’s 
proposal. Tariff rates are computed by applying tariff margin to the cost of electricity paid by ENA 
to various power producers. The tariff margin has three components: investment, costs, and 
technical losses. Investment components comprise depreciation and allowable profit. Cost 
components include operating and maintenance expenses. From the tariff margin perspective, 
the closest equivalent to earnings before tax, interest, depreciation, and amortization (EBITDA) 
is the sum of depreciation and regulatory profit or regulatory cash earnings. Growth in the 
regulator assets is the main driver of profitability projections. The tariff methodology provides for 
a minimum return on foreign currency regulatory assets before taxes of 12.5% for foreign currency 
investments and 15% for local currency investments. The depreciation rate is set at 4% but it can 
be increased to 8% at the regulator’s discretion. This tariff structure is applicable during 2016–
2027.  
 
E. ADB Sector Experience and Assistance Program 

 
15. ADB has been active in Armenia’s energy sector since 2006. In April 2013, ADB approved 
a nonsovereign loan of $25 million to rehabilitate a hydropower plant.11 In July 2014, ADB 
approved a special drawing rights of $37 million equivalent sovereign loan to rehabilitate 
substations and to expand the supervisory control and data acquisition and energy management 
system.12 In November 2016, ADB approved a sovereign loan of $90 million for the improvement 
of infrastructure operation and sustainability through reforms in the power sector. In June 2017, 
ADB approved a nonsovereign loan of $80 million to ENA for rehabilitation of the distribution 
network (evaluated in this report).13 In March 2018, ADB also approved a nonsovereign loan of 
$68.4 million for construction and operation of a combined cycle thermal power plant.14 In May 
2020, ADB approved the COVID-19 emergency liquidity facility of $20 million and EBRD approved 
$25 million to ENA.15 
 

 
11 ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 

International Energy Corporation for the Sevan–Hrazdan Cascade Hydropower System Rehabilitation Project in 
Armenia. Manila. 

12 “Special drawing rights” refers to an international reserve asset created by the International Monetary Fund in 1969 
that operates as a supplement to the existing reserves of member countries.  

13 ADB. 2016. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Electric 
Networks of Armenia CJSC for the Distribution Network Rehabilitation, Efficiency Improvement, and Augmentation 
Project in Armenia. Manila. 

14 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loan to ArmPower 
CJSC for the Yerevan Gas-Fired Combined-Cycle Power Project in Armenia. Manila. 

15 ADB. 2020. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Electric 
Networks of Armenia CJSC for the COVID-19 Working Capital Support Project in Armenia. Manila. 
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ENVIRONMENTAL AND SOCIAL IMPACT 
 

A. Introduction 
 
1. In 2017, the Asian Development Bank (ADB) supported the Electric Networks of Armenia 
(ENA) Distribution Network Rehabilitation, Efficiency Improvement and Expansion Project. The 
project supported ENA’s 5-year investment program (Phase 1) to rehabilitate and renovate 
network equipment, provide connection to new subscribers, and introduce automated control and 
metering systems.  
 
2. The project is a general corporate finance transaction and categorized B for environment 
and C both for involuntary resettlement and indigenous peoples impacts, in compliance with ADB 
Safeguards Policy Statement (2009) (SPS). The five-year investment program is aimed at 
improving the quality of distribution services; reducing electricity losses and operational expenses; 
improving technical maintenance and safety conditions; modernizing the metering system; 
rehabilitating, reinforcing, and expanding the distribution network; connecting new costumers; and 
the introducing an International Organization for Standardization (ISO) and automated control 
system. The network rehabilitation and reinforcement component included rehabilitating and 
renovating outdated equipment and lines, reconstructing the 6/10 kilovolt (kV) distribution 
network, and additional reconstruction of the 0.4 kV, 35 kV, and 110 kV distribution networks and 
electric network improvement in apartment buildings. The substation reconstruction and network 
expansion component is related to the connection of new customers. ENA also reconstructed and 
upgraded important substations. The automatic meter reading component included expansion 
and improvement of ENA’s automatic electricity metering system, mainly in the 0.4 kV and 6/10 
kV networks. The investment also funded the purchase of maintenance vehicles under the 
vehicles and special machinery component and invested in the introduction of an automated 
control system and ISO management system, allowing modernization of overall planning and 
control functions as well as customer interface. It also included purchase of office equipment, 
testing equipment, and reconstruction of the administrative building.  
 
3. This assessment covers ENA’s Phase 1 investment activities conducted by the ADB 
environment and social consultant, with findings supplemented by the audit undertaken by the 
external consultant for the proposed Phase 2 of the project, which assessed ENA’s Phase 1 
performance.1 No site visit was undertaken by ADB staff because of travel restrictions brought 
about by the coronavirus disease (COVID-19) pandemic.  
 
4. ENA’s head office is in Yerevan with eight regional branch offices that manage energy 
services for different parts of the country. Each branch comprises office space and storage 
facilities with equipment and supplies for ENA staff and contractors. The Aghstev, Araks, Debet, 
Geghama, Musaler, and Tatev branch offices provide temporary hazardous waste storage for the 
regions before the waste is sent to ENA’s hazardous waste storage facility. 
 
B. Review Findings  
 
5. Environmental and social management system arrangement. ENA’s existing 
environmental and social management system (ESMS) was a condition for disbursement for 

 
1  Tetra Tech was engaged by the proposed ENA Phase 2 project lenders to undertake a corporate environmental and 

social compliance audit of the Electric Networks of Armenia CJSC (ENA) as part of a broader technical and financial 
due diligence study of the company to provide the lenders with sound information to guide their investment activities 
with ENA. The activity included desk review of ENA and lenders’ documents, virtual site visits and meetings with 
ENA staff, and evaluation and presentation of results.  
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Phase 1. This includes an (i) integrated management policy addressing quality, environment, 
occupational health and safety, information security, and energy; (ii) risk assessment and 
management procedures, including on environment and social screening, environmental impact 
assessment, and development of corrective action plans; (iii) environmental operational controls 
that cover environment, health, and safety subplans; (iv) monitoring plans and procedures, 
including internal audit; (v) complaint and grievance mechanism system; and (vi) appointment of 
ESMS staff at both headquarters and branches. The ESMS implementation is being managed by 
ENA’s Environmental Department, comprising nine employees who work in fire protection, 
environmental protection, maintenance, and safety. While these employees undertake 
environmental, social and health and safety tasks in the company, from headquarters to branches, 
there is a disconnect on how some works have been undertaken, which is an obvious weakness 
in an organization of this scale. The progress of Phase 1 corrective actions from due diligence to 
monitoring phases were tracked by ADB through the assistance of the lenders’ technical advisor. 
ENA diligently submits its annual monitoring reports to lenders. 
 
6. Environmental safeguards and safety performance. ENA uses the Rapid 
Environmental and Social Assessment form, taking into consideration Armenia’s regulatory 
requirements, as well as ADB requirements in screening investment plan activities. Because of 
the bulk of the similar subprojects, screening was done at a high level and did not effectively 
identify the impacts of individual subprojects. The environment and social form records did not 
always provide the correct initial screening results and only classified the hazardous waste 
storage facility as category B on environment by ENA, while all other activities were considered 
as category C on environment. There were, however, activities which were clear-cut category C 
on environment (e.g., replacement of meters, purchase of computers and software). As a result, 
risks may have been missed that could have been avoided with proper screening.  
 
7. Project workers and nearby communities are exposed to different hazards during 
construction work, including noise and vibration, dust, handling heavy materials and equipment, 
falling objects, work on slippery surfaces, and fire hazards. ENA was able to generally address 
these temporary impacts through implementation of the ESMS procedures. Potential health 
impacts to workers from exposure to hazardous wastes such as polychlorinated biphenyls (PCBs) 
and asbestos are also present at facilities which handle these hazardous materials.  
 

1. Pollution Prevention 
 
8. Every year, ENA generates waste passports that inventory hazardous materials. The 
passports include an environment and health and safety aspects section that describes the waste 
status of substations. The purpose of the passports is to inventory hazardous wastes and identify 
any issues that need to be remedied to ensure compliance with ENA’s ESMS. Temporary storage 
of hazardous wastes is managed at the six designated branch offices (Aghstev, Araks, Debet, 
Geghama, Musaler, and Tatev) before the waste is transported to the hazardous waste storage 
facility. Hazardous waste management is one of the key issues identified during the Phase 1 audit 
because the country has no licensed hazardous waste disposal facility.  It was then recommended 
for ENA to construct and operate its own licensed hazardous waste storage facility to service all 
its operations.  ENA then developed a facility in line with the national requirements, which was 
later supported under Phase 1 investment program. Its location is bounded by unoccupied land 
with the nearest residential area approximately 800 meters from the site. There are no sensitive 
habitats or notable flora or fauna within the vicinity of the site. An external expert was 
commissioned to undertake an audit of the facility and identified corrective actions to ensure that 
it aligns with good industry practice. These corrective actions, which remain pending as of April 
2019, should be addressed before the facility becomes fully operational. Since the Ministry of 
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Environment issued the permit to transport hazardous wastes to the facility on February 11, 2021, 
ENA started transferring small volumes of hazardous wastes in the facility without completing the 
corrective actions requirements. Lenders requested ENA to hold use of the facility until corrective 
actions are completed.  
 
9. The removal of asbestos-cement roofing materials on some of ENA’s existing buildings 
has been an ongoing activity under Phase 1 and is expected to continue into Phase 2. As of May 
2021, approximately 8,000 cubic meter of asbestos waste have been removed and ENA 
estimates that less than 20% of their buildings still have asbestos. There are, however, 
inconsistencies in the amount of asbestos waste that removal contractors are turning over to ENA 
compared to the quantities estimated for removal and reported on its waste passports. The 
amount of asbestos waste removed was not observed at the branch offices visited or the 
hazardous waste storage facility and could not be fully accounted for. ENA, however, did not fully 
track this, and only increased their awareness of this issue with the findings from the site visit. 
 
10. During maintenance of transformers, oil is routinely extracted from the transformers, 
tested in a laboratory, and regenerated. The oil is removed by a contractor at their business place 
when the transformer needs to be refurbished. Oil that is no longer suitable for reuse has in the 
past been sold to a hazardous waste recycling company which is licensed by the Government of 
Armenia for processing, neutralization, storage, transportation, and installation of hazardous 
waste. Oil that is not sold for recycling should be sent to the hazardous waste storage facility, 
although no oil waste had been observed in storage during the site visit. Testing oils for PCBs 
and PCB concentration is not being systematically done and the challenge around testing 
continues to limit ENA’s ability to manage potentially hazardous oils in the immediate term. It was 
only in 2019 that the Ministry of Ecology established a PCB testing facility and signed a contract 
with ENA to test 1,800 transformers for a period of 11 months, but the testing progress remains 
slow, exacerbated by the COVID-19 situation.  
 
11. ENA has invested in the construction of oil spill containment systems for transformers with 
an oil capacity greater than 500 liters at its 29 110 kV substations across the country. ENA built 
14 containment systems, with plans to construct the remaining 15 over the next two years.  
 

2. Health and Safety  
 
12. A total of 25 reported incidents with 21 fatalities were recorded between April 2017 to April 
2021. Of the total number of incidents, eight involved ENA employees while the remainder was 
involved ENA contractors and community members. ENA also undertakes its own investigations 
but only included ENA employees.  In cases where there were incidents to ENA contractors and 
community members, investigations were left to the Urban Development, Technical, and Fire 
Safety Inspectorate; hence, the cause of the safety incidents were not fully clearly understood. 
Accidents reported were mainly associated with electrocution; hence, the lenders arranged for 
occupational health and safety trainings to improve safety awareness in the organization. 
 
13. Occupational risks related to contractors were also not managed well. The contractor hired 
to perform used oil regeneration did not provide ENA with health certificates, qualifications of 
personnel, certifications of training, or occupational health and safety procedures as required 
under the contractor's management procedure. Furthermore, the hazardous waste storage facility 
and Abovyan oil storage facility also have not yet established procedures during fires, explosions, 
and unplanned events, increasing risk to workers. 
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14. Involuntary resettlement and indigenous peoples. The audit undertaken confirmed 
that Phase 1 project activities did not require any land acquisition and did not lead to any 
involuntary resettlement impact. Project activities in Phase 1 involve numerous but relatively 
small-scale rehabilitation and upgrading works. According to ENA information, the investment 
activities did not require acquisition of any private property and did not lead to any involuntary 
resettlement impacts. All the works (particularly replacement of aerial lines) were carried out 
within the existing right-of-way already provided to ENA or located on government lands, after 
obtaining necessary clearances and permits. Indigenous peoples as defined by Safeguards Policy 
Statement (SPS) (2009) are not present within the footprints of ENA’s facilities and distribution 
networks and project activities did not lead to any physical or economic displacement of 
indigenous peoples.  
 
15. Employment generation, gender, and compliance with applicable labor laws and 
regulations. ENA is governed by its Human Resources Management Policy, which heavily relies 
on national legislative provisions and defines the basic principles of ENA’s human resources 
management system. This provides guidance and approach on selection, recruitment and 
dismissal of employees, training and knowledge testing, working hours and overtime, employee 
evaluation, salary, trade union and collective agreement, safety of employees, equal opportunity, 
exclusion of forced and child labor, and harassment. ENA had a total of 6,825 staff at the end of 
December 2020, including its board members, where 841 (12%) are female and 5,984 (88%) are 
male employees. In addition to the permanent staff of ENA, the company in 2020 also engaged 
37 contracted workers (32 men, 5 women) and 62 seasonal or temporary workers (50 men, 12 
women). While 447 new employees (403 men, 44 women) were hired in 2020, services of 494 
employees were terminated (462 men, 32 women). ENA projections also indicated that the 
number of employees is not expected to exceed 6,426 in 2025–2027 and 6,146 by 2028. The 
decline is mostly related to the modernization of the ENA infrastructure and improved efficiency 
of operations. Given the scenario, a Retrenchment Policy and Retrenchment Management Plan 
compliant with the provisions of the national labor legislation and ADB requirements will be 
developed to outline the commitment of the company in process and worker entitlements in the 
event of retrenchment.  
 
16. Community/stakeholder engagement and grievance redress mechanism. The 
existing ENA stakeholder engagement plan was developed for Phase 1 and focused on disclosure 
and consultation for environmental assessment purposes, such as informing stakeholders and 
the public about project activities that may impact them and providing a mechanism for 
stakeholders and the public to raise their concerns over environmental and social impacts. The 
most common was noise-related complaints. However, members of the ENA mission team also 
mentioned that grievances are sometimes managed at the local level. The stakeholder 
engagement plan was updated in anticipation of proposed Phase 2 activities to align with ADB 
and other lenders’ requirements. The enhancements include routine community engagement 
relating to site safety during operation stage and development of a community awareness 
campaign relating to electrical safety which will be rolled out through a range of media. ENA also 
committed to engage a social specialist to manage the plan’s implementation and other social-
related aspects of the project.  
 
17. ENA’s existing grievance redress procedure was developed to provide a transparent and 
credible method to receive, assess, and address grievances that were related to the integrated 
management system and that were raised by workers, contractors, affected communities, and 
other stakeholders in a timely manner. The procedure, however, as part of Phase 2 enhancement, 
will be revised to include provision of response or action to anonymous grievances, including a 
mechanism for responding to harassment and gender-based violence. The contractor 
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management procedure will also be updated to ensure that its provisions are aligned with the 
updated human resources management policy and grievance redress procedure. The employees 
shall be informed on harassment and gender-based violence, including the opportunity to lodge 
anonymous grievances. Part of quarterly reports submitted by ENA to the Public Services 
Regulatory Commission (PSRC) include summary information on grievances. 
 
18. The audit also noted that grievances and complaints from the community related to 
temporary impacts of the project during implementation are not being managed through the 
existing system. ENA’s commitment for Phase 2 includes enhancement of the grievance redress 
mechanism to establish a process that records grievances and complaints filed by community 
members through ENA’s online system as well as those that are made at the local level and 
managed through the municipalities. This includes information on the status of complaints and 
resolution of the issues, such as payments made for temporary damages or losses caused by 
ENA or its contractors, and proper documentation for every grievance made.  
 
19. Corporate social responsibility activities. ENA has a corporate social responsibility 
policy, which distinguishes five main directions for activities: (i) socially vulnerable communities 
and population groups’ development; (ii) creation of conditions for the development of children 
and youth; (iii) protection of cultural heritage; (iv) assistance to social entrepreneurship; and (v) 
assistance to solutions for environmental issues. One of the main pillars of the corporate social 
responsibility policy is the design and implementation of targeted social programs, including joint 
initiatives with local and regional communities as well as nongovernment organizations. ENA 
financed the installation of a medical diagnostics laboratory, carried out various programs on 
orphanage aid, supported special programs for socially vulnerable public groups, and supported 
major local cultural events such as opera and ballet performances.  
 
C. Conclusions and Recommendations 
 
20. Past and present performance of the project. The review confirms ENA’s compliance 
with applicable national laws and regulations, and in parts with the SPS. ENA was able to develop 
an ISO-accredited environmental management system during Phase 1 compliant with the SPS 
and has diligently submitted annual environmental and social monitoring reports based on the 
agreed structure during Phase 1 due diligence. The review, however, indicated that many of the 
corrective actions remain outstanding, and that there are still several weaknesses regarding the 
management of environmental aspects and impacts, particularly on hazardous waste 
management, occupational health and safety, community safety management, and contractors’ 
management. This can be attributed to the weak oversight of the ESMS implementation. There is 
a need to strengthen staff and contractors’ trainings in a range of environmental, health and safety 
aspects and for ENA’s current board to integrate environment and social principles into the 
corporate strategy2. Corrective actions were agreed with ENA for the Phase 2 loan, which includes 
completion of the pending commitments in Phase 1 as conditions of disbursement for Phase 2 
project. Required enhancements and ENA commitments will be monitored by ADB during its 
Phase 2 implementation.  

 
2 ENA commits to assigning one of the Board members with significant experience in the industry and an applied 

understanding of sector-specific environment and social (E&S) issues to provide oversight of E&S risk management. 
The Board scope of work will also be expanded to integrate E&S aspects into company’s strategy where clear E&S 
leadership & direction is provided. 


