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Hur skulle du sammanfatta fjolarets resul-
tat? Aret som gick var framgangsrikt i minga
avseenden. Vi lyckades utoka antalet godkinda
projekt och bredda var fondférvaltning sam-
tidigt som vi noterade forbattrade miljoresultat
bland annat i form av dnnu storre reduktioner
av klimatutslappen i de projekt som NEFCO del-
finansierade ar 2010. De investeringar vi sam-
finansierade bidrog till att reducera koldioxid-
utslappen med over tre miljoner ton ifjol, vilket
innebadr en 6kning av utslappsreduktionerna av
koldioxid med elva procent jamfort med ar 2009.

Arets ekonomiska éverskott var relativt blyg-
samt, Varfor? Bokslutet uppvisar ett dverskott
Pa 458 877 EUR, vilket ar ett hyfsat resultat

da vi beaktar den langsamma ekonomiska
tillvixten i vara viktigaste marknadsomraden
Ryssland och Ukraina. Vart resultat paverka-
des ocksa av beslutet att reservera 1,9 miljoner
EUR av odverskottet for finansiering av Nordiska
Miljoutvecklingsfonden (NMF) som bland annat
beviljar rintestodda 1an for energieffektivise-
ring och renare produktion. Enligt detta beslut
kommer de nordiska lindernas bidrag till NMF
att finansieras med hjdlp av NEFCO:s vinstkapi-
tal dren 2011-2013.

Vilken var i din mening arets viktigaste hin-
delse? Det ukrainska parlamentets ratificering
av vart ramavtal i september var utan tvekan av
vikt for verksamheten da ramavtalet mojliggor
genomforandet av nya energieffektiviserings-
projekt inom den kommunala sektorn i Ukrai-
na. De nordiska landernas stod som bidrog till
beslutet om forlangningen av NMF hor likasa
till de viktigare hdndelserna. Vi lyckades ocksa
vidareutveckla fondforvaltningen under det
gangna aret, vilket ledde till att fem nya fonder
etablerades. Det 6kade antalet fonder vittnar
om ett fortroende for vart arbete och det ar jag
glad for. Sjdlvklart var vart 20-ars jubileum en
viktig milstolpe, som gav oss en moajlighet att
reflektera 6ver det som vi har astadkommit
tidigare och vad vi ska gora i framtiden.

NEFCO har vuxit riatt snabbt de senaste aren.
Hur har det hir paverkat er verksamhet?

Det stammer att det har skett en snabb tillvaxt
pa NEFCO. Bade vara personalresurser och de
ekonomiska resurserna har okat kraftigt och
det stéller givetvis nya krav pa var administra-
tion och pa koordineringen av verksamheten.

NEFCO — 2010 Arsredovisning

How would you sum up NEFCO’s perfor-
mance last year? It was a successful year in
many respects. We succeeded in increasing the
number of approved projects and expanding
fund management activities. We also noted im-
proved environmental performance in terms of
greater reductions in greenhouse gas emissions
from the projects co-financed by NEFCO. Last
year, the investments we contributed to helped
curtail carbon dioxide emissions by over three
million tonnes, an increase of eleven percent in
emission reductions as compared to 2009.

The financial result for 2010 remained fairly
modest, Why? The financial statements show

a surplus of EUR 458,877, which is reasonable
considering the slow economic growth in our
most important markets of Russia and Ukraine.
Another reason affecting financial performance
was the decision to earmark EUR 1.9 million for
the Nordic Environmental Development Fund
(NMF), which extends soft loans for energy ef-
ficiency and cleaner production projects, among
other things. According to this decision, the
Nordic countries’ contribution to NMF during
2011-2013 will be financed by NEFCO'’s earnings.

In your opinion, what was the most signifi-
cant event during the past year? The decision of
the Ukrainian Parliament to ratify our frame-
work agreement in September was undoubtedly
an important action for our operations, since the
agreement makes it possible to implement new
energy efficiency projects in the municipal sector
in Ukraine. Additionally, the Nordic countries’
support for the decision to extend the NMF's
mandate was another major development dur-
ing 2010. We also succeeded in developing fund
management activities in the past year, with the
result that five new funds were established. The
increased number of funds is a sign of confi-
dence in our efforts and I'm really pleased with
it. Of course, the 20™ anniversary celebration
was an important milestone which gave us the
opportunity to reflect upon what we've achieved
to date and what we'll do in the future.

NEFCO has grown at a brisk pace over the
past few years, How has this affected your
activities? True enough, NEFCO’s growth has
been fast. There’s been a substantial increase
in both human and financial resources, which
naturally imposes new requirements in terms

NEFCO — 2010 Annual Report
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Da jag borjade pa NEFCO for tio ar sedan hade
vi 12 anstdllda och bolaget forvaltade fonder for
cirka 120 miljoner EUR. I dag arbetar ndrmare
30 personer direkt for NEFCO och vardet pa

de fonder vi forvaltar overstiger 420 miljoner
EUR. Ocksa projektvolymerna har 6kat. For tio
ar sedan, ar 2000, godkande NEFCO 24 nya
projekt medan vi i fjol godkdnde 62 nya projekt.
De 0kade resurserna har mojliggjort att vi
ytterligare kunnat 6ka var expertis gallande
miljofragor relaterade till Ostersjon, Arktis och
klimatinvesteringar.

NEFCO ir kint for innovativa 16sningar inom
finanssektorn, Finns det nagra nya initiativ
att beritta om fran i fjol? Bland de nygrundade
fonder som NEFCO forvaltar fran och med 2010
finns nagra nya innovativa finansieringsme-
kanismer och satsningar. Till exempel den nya
fonden for finansiering av projekt som mins-
kar utsldppen av kortlivade klimatpaverkande
dmnen har redan vackt ett stort intresse ocksa

Intervju med NEFCO:s VD Magnus Rystedt

of administration and coordinating activities.
When I joined NEFCO ten years ago, we had

12 employees and about EUR 120 million under
management. Today, we've got close to 30
permanent employees and the total value of
the funds we manage exceeds EUR 420 million.
Project volumes have grown too. Ten years ago
in 2000, NEFCO approved 24 new projects,
while last year we gave the green light to a
grand total of 62. With the expanding resources,
we’ve been able to enhance our expertise on
environmental issues regarding the Baltic Sea,
the Arctic and climate investments.

NEFCO is known for innovative approaches
within the financial sector. Were there

any new initiatives in 2010 that should be
highlighted? Among the new funds NEFCO
has managed since 2010, there are a few in-
novative financial mechanisms and initiatives.
For example, the fund established for financ-
ing projects to reduce emissions of short-lived

0l

Magnus Rystedt
har jobbat

som NEFCO:s
verkstallande
direktor sedan
2006.

Magnus Rystedt
has been NEFCO's
Managing
Director since
2006.

Interview with NEFCO’s MD Magnus Rystedt



utanfor Europas granser. Likasa deltar vi aktivt
i ett samarbete tillsammans med de nordiska
linderna for att analysera framtida klimatrela-
terade marknadsmekanismer i fattigare ldnder.
Arbetet utmynnade bland annat i en rapport
som offentliggjordes pa klimatmotet i Cancin
i Mexiko i fjol. Utover detta startade ett nytt
samarbete (ProClimate Facility) med Nordiska
Utvecklingsfonden (NDF).

vart ordforandeskap i den nordliga dimen-
sionens miljépartnerskap NDEP, fran och med
juli 2010, gav oss ocksa en synlig plattform i
samarbetet med andra finansinstitut.

NEFCO fyllde i fjol 20 ar. Hur syntes det hir i
er verksamhet? Tack vare 20-ars jubileet hade
vi en enastaende chans att stirka var profilering
iolika sammanhang. Vi ordnade ett semina-
rium om klimatinvesteringar i november som
samlade over 200 kolleger, samarbetspartners
och experter pa miljéfragor fran tio olika lander.
Utover detta publicerades en historik som il-
lustrerar en del av de miljoinvesteringar vi har
gjort under tva decenniers tid.

Vart jubileumsar sammanfoll med manga
andra jubileer som utgatt fran det nordiska
miljosamarbetet med Ryssland och de baltiska
landerna. Vara medarbetare har darfor deltagit
i flera konferenser och seminarier kring det
gransoverskridande miljosamarbetet i Osteu-
ropa. NEFCO:s medverkan har ofta tillfort kon-
kretion och handfasta exempel som illustrerar
frukterna av det samarbetet.

Vad kommer NEFCO att prioritera i sin verk-
samhet ar 2011? Vi kommer att utoka var verk-
samhet i Vitryssland och Ukraina. Ett viktigt
forum for detta dr det ukrainska energipartner-
skapet (E5P) dir NEFCO ingar. De som jobbar
med vara klimatfonder kommer att ha ett
intensivt ar da vi narmar oss slutet av Kyoto-
perioden. Aven inom vart arbete som tar sikte
pa nya projekt i Ostersjoregionen, Arktis eller
Barents kommer det att vara en intensiv period.
Vi kommer ytterligare att profilera oss mot
nordiska foretag for att visa hur vi kan samver-
ka framgangsrikt i vara verksamhetslinder. @
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climate forcers affecting the climate has already
attracted wide-spread interest even beyond
Europe. Additionally, we’re involved in active
cooperation with the Nordic countries to ana-
lyse future climate-related market mechanisms
in the poorest countries. One of the outcomes
of these efforts is the report published at the
Cancun climate-change summit in Mexico last
year. Beyond that, we initiated a new form

of cooperation (ProClimate Facility) with the
Nordic Development Fund (NDF).

Our presidency of the Northern Dimension
Environmental Partnership (NDEP) effective from
July 2010 gave us a highly visible platform for
cooperation with other financing institutions.

NEFCO celebrated its 2oth anniversary last
year. How was this reflected in your activi-
ties? The 20th anniversary celebration provided
us with a unique opportunity to raise our profile
in various contexts. In November, for example,
we held a seminar on climate investments that
drew over 200 colleagues, partners and experts
on environmental issues from ten countries.
Additionally, we published our historical
account shedding light on some of the environ-
mental investments we’ve made over the past
two decades.

The anniversary year coincided with a range
of other festivities related to environmental
cooperation between the Nordic countries on
the one hand and Russia and the Baltic coun-
tries on the other. As a result, our employees
took part in several conferences and seminars
addressing cross-border environmental co-
operation in Eastern Europe. NEFCO’s contri-
bution in this context has often consisted of a
concrete approach providing tangible examples
of the fruits of such cooperation.

What will NEFCO prioritise in its activities
in 2011? We'll expand operations in Belarus and
Ukraine. An important forum for this is pro-
vided by the Eastern Europe Energy Efficiency
and Environmental Partnership (E5P), in which
NEFCO is involved too. The people working with
our climate funds will have an intense year
ahead with the Kyoto period drawing to a close.
Similarly, those involved in the new projects for
the Baltic Sea, Arctic and Barents regions can
look forward to a work-filled period. We’ll also
continue the efforts to raise our profile among
Nordic companies to demonstrate how to suc-
ceed in cooperation in those countries where
we have a presence. @

NEFCO — 2010 Annual Report
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Kort om NEFCO

i Nordiska Miljofinansierings-
bolaget, NEFCO, ar ett interna-
© tionellt finansinstitut som
grundades ar 1990 av de nordis-
ka landerna Danmark, Finland,

¢ Island, Norge och Sverige.

NEFCO:s primdra malsattning ar
att finansiera kostnadseffektiva
miljoprojekt i de nordiska nar-
omradena i Osteuropa. NEFCO:s
huvudkontor dr belaget i Hel-
singfors, Finland.

NEFCO forvaltar ett flertal
miljofonder som anvands for att
finansiera miljoprojekt i Ryss-
land, Ukraina och Vitryssland,
samt tillsvidare under en be-
gransad period, ocksa i Estland,
Lettland och Litauen. NEFCO har
dven startat ett pilotprogram

i i Kina. NEFCO:s kolkreditfond
i NeCF koper reduktionsenheter
i fran klimatprojekt i hela varlden.

NEFCO finansierar projekt
som syftar till att reducera miljo-
skadliga utslapp, till exempel
vaxthusgaser, miljogifter eller
Overgddande utslapp av narsal-
ter till Ostersjon.

NEFCO erbjuder lan, subor-
dinerade Ian och rantestddda
krediter till foretag och kommu-
ner som investerar i miljoprojekt
inom NEFCO:s verksamhets-
omraden. NEFCO kan dven delta
med eget kapital i lokala foretag
som genomdriver projekt i de

i lander dar NEFCO opererar.

NEFCO anlitar lokala konsul-

s terist Petersburg och Kiev for

att hitta nya samarbetspartners
och investerare i Ryssland och
Ukraina. Projekt som finansie-
ras av NEFCO maste uppfylla
barkraftiga miljokriterier och ge-
nerera kvantifierbara utslapps-
reduktioner. Beslut om god-
kanda projekt fattas av NEFCO:s
styrelse som bestar av medlem-
mar fran de nordiska landerna.

NEFCO in brief

i The Nordic Environment Finance

Corporation (NEFCO) is an

international financial institu-
tion, which was established in
990 by the five Nordic coun-

i tries: Denmark, Finland, Iceland,

Norway, and Sweden. NEFCO's
primary purpose is to finance
cost-effective environmental
projects in the neighbouring
regions of Eastern Europe. The
corporation’s headquarters are
in Helsinki, Finland.

NEFCO manages a number
of funds aimed at financing
environmental projects in Russia,
Ukraine and Belarus as well as,
for a limited period, in Esto-
nia, Latvia and Lithuania. The
corporation has also launched an

i environmental pilot programme

in China. NEFCQO's carbon fund

i NeCF purchases emission reduc-

tion units across the world.
NEFCO finances projects
aimed at reducing environ-
mentally harmful emissions,
such as greenhouse gases, toxic
pollutants or nutrients fuelling
eutrophication in the Baltic Sea.
NEFCO offers loans, sub-
ordinated loans and soft loans
to businesses and municipalities
that invest in environmental
projects in the regions in which
it operates. In some cases the
corporation may invest share

i capital in local businesses that

have projects in the countries

¢ mentioned above.

In St. Petersburg and Kiev,
the corporation relies on local
consultants to identify new part-
ners and investors in Russia and
Ukraine. Only projects that sat-
isfy strict environmental criteria
and offer quantifiable reduc-
tions in emissions are eligible for
financing by NEFCO. NEFCO's
Board of Directors, which com-
prises members from each of the
Nordic countries, gives the final
decision on all investments.
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NEFCO:s
huvudkontor
i Helsingfors
NEFCO'’s
headquarters
in Helsinki
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Januari Tva av NEFCO:s projekt
i Estland och Litauen kvalifice-
rade som JI-projekt (gemensamt
genomfdrande) inom ramen for
Kyoto-protokollet.

January Two NEFCO projects in
Estonia and Lithuania qualified
as Joint Implementation (JI) pro-
jects under the Kyoto protocol.

Februari Konferensen The
Baltic Sea Action Summit, med
statsministrar eller statsover-
huvuden fran alla Ostersjolan-
der narvarande, holls i Helsing-
fors den 10 februari. NEFCO och
Nordiska Investeringsbanken for-
band sig att utveckla kostnads-
effektiva Ostersjoprojekt genom
att marknadsfdra sin nya fond
Baltic Sea Action Plan Fund till
relevanta samarbetspartners.
February The Baltic Sea Action
Summit took place on 10 Febru-
ary in Helsinki. The conference
was attended by the prime
ministers or heads of state of
each of the Baltic Sea coun-
tries. NEFCO and the Nordic
Investment Bank committed to
developing bankable projects by
agreeing to market the Baltic
Sea Action Plan Fund to relevant
stakeholders.

Mars Bokslutet for 2009 visade
att NEFCO godkdnde 50 nya
projekt ar 2009. Det samman-
lagda vardet av alla fonder som
forvaltas av NEFCO steg med 17
procent under det gangna dret.
March The financial accounts
for 2009 showed that NEFCO
approved 50 new projects during
2009. The overall capital admin-
istered by NEFCO increased

by 17 per cent.

NEFCO — 2010 Arsredovisning

April NEFCO:s Investeringsfond
beviljar ett Ian pa 2,2 miljoner
EUR for ett projekt som syftar till
att grundldagga en malarfargsfa-
brik i Odessa, Ukraina. Projektet
forvantas reducera utslappen av
flyktiga organiska kolvaten (VOC)
med omkring 870 ton per ar.
April NEFCO's Investment

Fund grants a loan amounting to
EUR 2.2 million for a project to
establish a paint factory in Odes-
sa, Ukraine. The project is expect-
ed to reduce discharges of vola-
tile organic compounds (VOCs)
by some 870 tonnes per year.

Maj NEFCO:s kolkreditfond
NeCF undertecknade tva avtal
for att forvarva reduktions-
enheter fran smaskaliga vatten-
kraftsprojekt i Kina. Projekten
beraknas generera omkring

226 000 ton koldioxidekvivalen-
ter fore utgdngen av 2012.

May The NEFCO Carbon Fund
signed two agreements to pro-
cure emission reductions from
small hydro power projects in
China. The projects are expected
to generate approximately
226,000 tonnes of carbon dioxide
equivalents by the end of 2012.

Juni Nordiska Utvecklingsfon-
den NDF och NEFCO lanserar ett
nytt klimatinitiativ under nam-
net ProClimate Facility. Lane-
programmet etablerar en partiell
klimatgaranti och erbjuder tek-
nisk assistans for att stodja sma
och medelstora investeringar i
projekt som stavjar klimatfor-
andringen.

June The Nordic Development
Fund and NEFCO launch a new
climate initiative named the
ProClimate Facility. The facility
establishes a partial climate
guarantee and technical as-
sistance to support small and
medium-sized investments in
climate change mitigation and
adaptation projects.

Juli NEFCO o6vertar ordforan-
deskapet for Nordliga dimen-
sionens miljopartnerskap NDEP
fram till juli 2071,

July NEFCO assumed the
chairmanship of the Northern
Dimension Environmental Part-
nership (NDEP) until July 2011.

Augusti NEFCO undertecknar
ldneavtal som mojliggdr en mo-
dernisering av avloppsreningen i
S:t Petersburg och Sosnovij Bor.
Utover detta paborjar NEFCO:s
kolkreditfond NeCF en kapital-
pafyllnad med malsattningen att
utoka fondens kapital med 30
miljoner EUR.

August NEFCO signed agree-
ments on granting loans for
upgrading wastewater treat-
ment in St. Petersburg and
Sosnovy Bor. In addition, NEFCO
launched a EUR 30 million
capital-raising exercise for its
carbon procurement vehicle, the
NEFCO Carbon Fund.

September Det ukrainska
parlamentet ratificerar NEFCO:s
ramavtal, vilket ger NEFCO
status som ett internationellt
finansinstitut i Ukraina.

September The Ukrainian par-
liament ratified NEFCO's frame-
work agreement, which ac-
knowledges NEFCO's status as
an international financial institu-
tion in Ukraine.

(01)

En NEFCO-
finansierad vindpark
i Pakri, Estland.

A NEFCO-
financed wind farm
in Pakri, Estonia.
(02)

Beredning av

mark for en ny
malarfargs-fabrik i
Odessa, Ukraina.
Preparing the
ground for a new
paint factory in
Odessa, Ukraine.
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(03)

En sedimenterings-

i bassang vid avlopps-
i verket i Kronstadt,
S:t Petersburg.

A settling tank at the
Kronstadt water-
works, St. Petersburg.
(04)
Generalsekreterare
Jan-Erik Enestam
fran Nordiska radet
och VD Magnus
Rystedt pa NEFCO:s
20-ars jubileum.
Nordic Council’s
Secretary General
Jan-Erik Enestam and
MD Magnus Rystedt
during NEFCO's
20th Anniversary.

Arets milstolpar

Oktober Nordiska Utvecklings-

i fonden NDF lanserar sin andra
i uppmaning att skicka in ansok-

ningar till klimatfonden Nordic
Climate Facility. Arets tema

ar fornybar energi och urban an-
passning till klimatférandring-
arna. NCF kan bevilja medel for
sammanlagt 6 miljoner euro.
October The Nordic Develop-
ment Fund and NEFCO launched
a second call for proposals for
the Nordic Climate Facility, with
a focus on renewable energy
and urban adaptation to climate
change. The funding for the
second call is EUR 6 million.

@

November NEFCO firar sitt
20-4rs jubileum och ordnar ett
festseminarium om klimat-
investeringar, vilket lockar dver
200 deltagare fran tio olika lan-
der. | slutet av manaden med-
delade det finska energibolaget
EPV Energi att bolaget investe-
rar ytterligare 8 miljoner EUR i
NEFCO:s kolkreditfond NeCF.
November NEFCO celebrated
its 20th anniversary and arranged
a seminar on climate investments

i which attracted over 200 partici-
¢ pants from ten different coun-

tries. At the end of the month
the Finnish utility company EPV
Energy announced that it had
invested a further EUR 8 million
in the NEFCO Carbon Fund.

- (05)

Finlands miljo-
minister Paula
Lehtomaki pa
NEFCO:s 20-ars
jubileum.

Finnish Minister
of the Environ-
ment, Paula
Lehtomaki at-
tending NEFCO's
20th Anniversary

i celebrations.

©)

December Det finska bolaget

i Vapo Ab investerar 10 miljoner
{ EUR i NEFCO:s kolkreditfond

NeCF. Utdver detta undertecknar
fonden ett avtal med det indo-
nesiska bolaget PT Mega Power
Mandiri, som inbegriper reduk-
tion av sammanlagt 356 000 ton
koldioxidekvivalenter.
December The Finnish utility
company Vapo Oy invested

EUR 10 million in the NEFCO
Carbon Fund. In addition, the
Fund signed an Emission Reduc-
tions Purchase Agreement with
the Indonesian company PT
Mega Power Mandiri covering

i some 356,000 tonnes of carbon
i dioxide equivalents.

Highlights of the year
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Fornybar
energi och
energi-
effektivisering

Renewable
energy
and energy
efficiency

(01)

Ndrmare 30,5
procent av
NEFCO:s inves-
teringar berorde
energisektorn
ar 2010.

Over 30.5 per
cent of NEFCO'’s
investments

in 2010 were
connected to the
energy sector.
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De energirelaterade projekten utgjorde dven ar
2010 NEFCO:s framsta tyngdpunktsomrade da
nirmare 30,5 procent av arets investeringar be-
rorde denna sektor. Aven inom 6vriga sektorer
dar NEFCO finansierade projekt ifjol, ingick det
atgarder som framjade energieffektivisering.
Detta gadllde till exempel projekt inom avfalls-
hanterings- och jordbrukssektorerna. NEFCO:s
starka fokus pa energieffektivisering och forny-
bar energi aterspeglas ocksa i bolagets miljosta-
tusrapport for 2010.

De direkta och indirekta reduktionerna av
koldioxidutsldpp i de NEFCO-finansierade pro-
jekten uppgick ar 2010 till 3 miljoner ton vilket
motsvarar utsldppen fran 6,2 miljoner personers
flygresor fran Helsingfors till New York.

Starka utfdstelser i Ryssland
I NEFCO:s viktigaste marknadsomrade Ryssland
fick fragan om behovet av att spara energi ett
politiskt uppsving da den ryska regeringen upp-
muntrade ministerier och lokala myndigheter
att frimja olika atgarder som kan reducera ener-
giférbrukningen. Klara malsittningar precisera-
des i nya lagar och politiska handlingsprogram.

Den hoga svansforingen har bland annat re-
sulterat i grundandet av ambetsverket Russian
Energy Agency (REA), som under sin ettariga
existens redan har anstallt over 2000 personer
och etablerat 70 kontor i olika delar av landet.

En av REA:s uppgifter blir att stodja tillamp-
ningen av den nya lagen om energieffektivise-
ring som godkdndes av det ryska parlamentet,
duman ar 2009. Det nya dmbetsverket ska
ocksa framja och mojliggora investeringar som
siktar pd att uppgradera elndtet eller reducera
energikonsumtionen, speciellt i projekt som
har finansierats med statliga eller kommunala
medel. Den ryska regeringen har ocksa stallt
upp ett mal att reducera elkonsumtionen med
40 procent fore ar 2020.

NEFCO godkdnde ar 2010 sex nya projekt
som relaterade till energiproduktion i Ryssland.

Ambitiésa malsdttningar i Ukraina

Ukraina stod i fjol for 12,2 procent av utlaningen
fran NEFCO:s tva viktigaste fonder; Investe-
ringsfonden och Nordiska Miljoutvecklings-
fonden. Sammanlagt elva nya projekt i Ukraina
godkdndes av NEFCO &r 2010. De nya ukrainska
projekten kommer att i huvudsak framja renare
produktion och energieffektivisering.

Fornybar energi och energieffektivisering

Energy related projects remained NEFCO’s top
priority in 2010, with over 30.5 per cent of all in-
vestments flowing into this sector. Most of the
projects financed by the corporation in other
sectors, such as waste management or agricul-
tural production involved some promotion

of energy efficiency measures. This determined
focus on energy efficiency and renewable en-
ergy in NEFCO'’s funding operations is strongly
reflected in the corporation’s environmental
status report for 2010.

On the whole, direct and indirect reductions of
carbon dioxide emissions in the projects financed
by NEFCO in 2010 amounted to some 3 million
tonnes, a figure corresponding to the amount
of carbon dioxide emitted by 6.2 million persons
travelling by airplane from Helsinki to New York.

Strong commitment in Russia

In Russia, which is NEFCO’s most impor-

tant area of operations, energy efficiency was
elevated to a high priority in the 2010 political
agenda, with the government cajoling minis-
tries and local authorities to promote energy
efficiency measures. Clear achievable targets
were specified in legal initiatives and political
declarations. Throughout, the overriding mes-
sage was to produce concrete improvements in
energy consumption levels.

This high profile commitment to energy effi-
ciency has, among other things, resulted in the
establishment of the Russian Energy Agency
(REA), which has, within a year of its existence,
hired over 2,000 employees and established 70
branches throughout the country.

One of REA’s key tasks is to support the
implementation of the energy efficiency law,
which was adopted in 2009. The agency is also
expected to promote and facilitate interna-
tional investments in projects, which upgrade
the electricity network and promote reduced
energy consumption, particularly in publicly
financed operations. For its part, the Russian
government has set a target to reduce energy
consumption by 4o per cent by 2020.

In 2010 NEFCO approved six new energy
related projects in Russia.

Ambitious goals in Ukraine

Ukraine accounts for 12.2 percent of all the
funds disbursed by NEFCO’s two main financial
instruments; the Investment Fund and the
Nordic Environment Development Fund. In
2010, the corporation approved eleven Ukrainian
projects, which will promote cleaner production
and energy efficiency efforts in the country.

Renewable energy and energy efficiency
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Kievs stadskarna
och floden Dnepr.
NEFCO har for
tillfallet 85 aktiva
projekt i Ukraina.
Overview of Kiev
and the Dnieper
River. Currently
NEFCO has 85
on-going projects
in Ukraine.

10/11

Ukraina far storsta delen av sin energi fran
fossila branslen sasom inhemsk stenkol eller
rysk gas. Den ukrainska energikonsumtionen
ar hog, vilket har aktualiserat behovet av energi-
besparing och investeringar i alternativa, for-
nybara energikallor. Detta innebadr att energi-
effektivisering prioriteras hogt av den ukrainska
regeringen. Aven International Energy Agency
(IEA) har i sina analyser kommit fram till att
satsningar pa energieffektivisering vore det bas-
ta sattet att forbattra landets energisdkerhet.

Den ukrainska regeringen har uppskat-
tat att omkring 50 procent av den energi som
konsumeras i landet kunde inbesparas genom
investeringar i energisnal teknik sdvdl inom
industrin som den kommunala sektorn.

Internationella finansinstitut, inklusive
NEFCO, har av den ukrainska regeringen blivit
uppmuntrade till att finansiera projekt som
reducerar energikonsumtionen och minskar
beroendet av importerade branslen. Den privata
sektorn sporras till att investera i fornybar
energi med hjilp av statliga styrmedel som
inbegriper garantipriser, grona tariffer och tull-
eller skatteldttnader. Trots att dessa subventio-
ner dnnu ar i barnskorna har regeringen stallt
upp en ambitiés malsittning att utéka andelen
fornybar energi fran nuvarande 1 procent till
20 procent fore ar 2030. Det forutsétter massiva

02
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Ukraine gets most of its energy from fossil
fuels such as gas and coal, with most of the
former being imported from Russia. In general,
the consumption of energy is high through-
out the country and this, combined with the
reliance on imported gas, has highlighted the
need for investments in energy efficiency and
saving as well as the development of renewable
energy sources. Given this background, energy
efficiency investments are a top priority for
the Ukrainian government. The International
Energy Agency (IEA) maintains that energy ef-
ficiency represents Ukraine’s best opportunity
to improve its energy security.

The Ukrainian government has estimated
that some 50 per cent of the energy consumed
in the country could be saved by investing in
energy efficiency technologies in the industrial
and municipal sectors.

International financial institutions, includ-
ing NEFCO, are being encouraged to finance
projects that reduce energy consumption and
dependency on imported fuel. The private sec-
tor is offered incentives to invest in renewable
energy production enterprises through subsidy
initiatives such as green tariffs and tax and
import duty exemptions. Although these
subsidy initiatives are still in their infancy,
the government has set an ambitious goal to

NEFCO — 2010 Annual Report



investeringar fran den privata sektorn och de
internationella finansinstituten for att denna
malsdttning ska uppnas.

NEFCO har ett tatt samarbete med det stat-
liga ambetsverket National Agency of Ukraine
on Ensuring the Efficient Use of Energy Resour-
ces (NAER) samt det ministerium som ansvarar
for bostadsfragor och kommunala fastigheter.
Samarbetet syftar till att frimja energieffektivi-
sering inom fastighetssektorn.

Dessa initiativ backas upp av bilaterala
bistandsprogram i till exempel Sverige och
Norge. Ett dylikt investeringsprogram, som gar
under namnet DemoUKkraina, kommer att fa
SEK 35 miljoner av den svenska regeringen for
att finansiera lokala fjarrvarmeprojekt. NEFCO
kommer att administrera programmet. Demo-
Ukraina dr kopplat till programmet Eastern
Europe Energy Efficiency and Environment
Partnership Fund (E5P) som upprattades under
Sveriges EU-ordfoérandeskap 2009. NEFCO kom-
mer att finansiera flera fjarrvarmeprojekt inom
ramen for E5P-programmet.

Ett betydande genombrott for NEFCO in-
traffade ar 2010 da det ukrainska parlamentet
ratificerade det ramavtal som nu ger NEFCO
mojligheten att finansiera sddana projekt som
framjar energieffektivisering i kommunalt dgda
byggnader i Ukraina. Lin for dylika projekt kan
finansieras med medel fran finansieringsord-
ningen Facility for Energy Saving Credits.

Kolkreditfonderna

NEFCO:s kolkreditfond NEFCO Carbon Fund
(NeCF) undertecknade i fjol nya kontrakt for
utbyggnad av fornybar energi i Kina, Indone-
sien, Mexiko och Viet Nam. De flesta projekt
som finansierades av fonden gillde smaskalig
vattenkraft (mindre &n 20 megawatt) och vind-
kraft. NeCF har hittills finansierat och under-
stott produktion av ren fornybar energi pa upp
till 650 megawatt i utvecklingslander genom
att upphandla reduktionsenheter for sina
investerare.

Det sa kallade NOAK-NEFCO partnerskaps-
initiativet lanserades i samrad med Nordiska
ministerradet pa det internationella klimat-
toppmotet COP 16 i Mexiko. Initiativet tar fasta
pa mojligheterna att reducera klimatutslapp
med hjalp av sektoriella investeringar i Peru och
Viet Nam. NEFCO dr medlem i den projekt-
grupp som forvaltar initiativet som har tryggat
en finansiering pa DKK 1 miljon.

Finansieringsordningen Nordic Climate
Facility, som etablerades 2009, har ar 2010 un-
derstott 14 energirelaterade projekt i Etiopien,
Kenya, Tanzania, Rwanda, Uganda och Benin i
Afrika och Nicaragua i Centralamerika. Dessa
gavomedel kanaliserades bland annat till pro-
jekt som framijar tillgdngen till energi (t.ex.
energieffektiva spisar), 6vergangen till férnybar
energi eller utvecklar kapaciteten att reducera
energikonsumtionen. @

Fornybar energi och energieffektivisering

increase the proportion of renewable energy
from the current 1% to 20% by 2030. To achieve
this goal, massive investments, to be financed
by international financial institutions and the
private sector, will have to be undertaken.
NEFCO works closely with the National
Agency of Ukraine on Ensuring the Efficient
Use of Energy Resources (NAER) as well as the
country’s Ministry of Housing and Communal
Facilities to implement energy efficiency and
energy savings projects in the real estate sector.
These efforts are being supported by bilat-
eral donors such as Sweden and Norway. One
such investment programme, called DemoUK-
raina, will receive SEK 35 million from the
Swedish government, which will be used to
finance local district heating projects. NEFCO
will administer this programme. Demo-
Ukraina is closely linked to the Eastern Europe
Energy Efficiency and Environment Partner-
ship Fund (E5P), which was set up under the
initiative of the Swedish government during
its presidency of the European Union in 2009.
NEFCO intends to finance several district
heating projects under the E5P programine.
In 2010, a significant step towards financ-
ing energy efficiency projects in Ukraine
was reached when the Ukrainian parliament
ratified the framework agreement, which will
now allow NEFCO to grant finance from its
Facility for Energy Saving Credits for energy
saving measures in municipally owned facili-
ties in the country.

Carbon finance

During the year 2010, the NEFCO Carbon Fund
(NeCF) signed contracts to provide carbon
financing for renewable energy investments
in China, Indonesia, Mexico and Viet Nam.
The projects financed under this scheme were
mostly small hydro (20 megawatts and below)
and wind power projects. All in all, so far NeCF
has financed and supported the production

of close to 650 megawatts of clean energy in
developing countries through the purchase of
emission reduction units.

The NOAK-NEFCO Partnership Initiative
together with the Nordic Council of Ministers,
launched at COP 16 in MexXico, is also focussing
on testing scaled up mitigation actions in the
energy sectors of Peru and Viet Nam. NEFCO is
a member of the project group and manages a
DKK 1million Trust Fund for the initiative.

The Nordic Climate Facility, which was es-
tablished in 2009, has supported energy relat-
ed activities and 14 projects in Ethiopia, Kenya,
Tanzania, Rwanda, Uganda, Benin in Africa
and Nicaragua in Central America in 2010.
These grant funded interventions address en-
ergy access (e.g. promotion of cleaner, energy
efficient stoves), demonstration of solar power
and strengthening capacity for implementing
energy efficiency. @

Renewable energy and energy efficiency
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Nordiska Miljofinansieringsbolagets arbete for
ett renare Ostersjon fortsatte pa manga olika
fronter ar 2010. NEFCO:s Investeringsfond
godkinde under arets lopp nya avloppsrenings-
projekt i Pionersk, Svetlogorsk och Zelenogradsk
iRyssland. Investeringsfonden gav daven gront
ljus for lantbruksprojekt i Estland och Litauen
for installation av biogasanldggningar, vilket re-
ducerar utsldppen av ndrsalter till vattendragen
och darmed Finska viken. Ett flertal intressein-
dikationer som beror nya biogasprojekt i Balti-
kum och Ukraina godkandes ocksd av NEFCO:s
styrelse ar 2010.

I februari deltog NEFCO i den internatio-
nella konferensen Baltic Sea Action Summit i
Helsingfors. Konferensen gdstades av statsover-
huvuden och ministrar fran alla Ostersjostater.
NEFCO och Nordiska Investeringsbanken (NIB)
forband sig att marknadsfora sin nygrundade
BSAP-fond i form av en sa kallad "road show” i
Baltikum och Polen, vilket skedde under varen
och sommaren 2010. BSAP-fonden har hittills
allokerat en femtedel av sitt kapital for finansie-
ring av forstudier som syftar till att starta pro-
jekt som gynnar Ostersjons ekologiska tillstand.
Utover detta deltog NEFCO i Ostersjokommis-
sionen HELCOM:s mdten som observator.

Tva viktiga Ostersjoprojekt som godkandes
av NEFCO:s styrelse dren 2008 och 2009 kunde
avancera ar 2010 da laneavtalen med vattenver-
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The efforts of the Nordic Environment Finance
Corporation for a cleaner Baltic Sea continued
on a broad front during 2010. The schemes ap-
proved by NEFCO’s Investment Fund included
new wastewater treatment projects in Pion-
ersk, Svetlogorsk and Zelenogradsk in Russia.
Additionally, the Fund gave the green light to
agricultural projects in Estonia and Lithuania
for the purpose of building biogas facilities.
This will reduce nutrient emissions to water-
courses and, ultimately, the Gulf of Finland. A
number of expressions of interest regarding
new biogas projects in the Baltic countries and
Ukraine were also approved by NEFCO’s Board
of Directors in 2010.

In February, NEFCO participated in the in-
ternational Baltic Sea Action Summit in Helsin-
ki. The conference was attended by heads of state
and ministers from all the countries in the Bal-
tic Rim. NEFCO and the Nordic Investment Bank
(NIB) committed to market their newly estab-
lished BSAP Fund through a road show staged
in the Baltics and Poland in the spring and sum-
mer of 2010. To date, the BSAP Fund has allocat-
ed one fifth of its authorised capital to finance
feasibility studies in view of projects designed to
improve the ecological state of the Baltic Sea.
Additionally, NEFCO participated in summits of
the Baltic Marine Environment Protection Com-
mission HELCOM as an observer.

Two important Baltic Sea projects approved
by NEFCO’s Board of Directors in 2008 and
2009 moved ahead during 2010 when agree-
ments with the waterworks of Sosnovy Bor and
St. Petersburg were signed in August last year.
Similarly, preparations for wastewater treat-
ment projects in Petrozavodsk and a number
of small municipalities in Karelia and the
St. Petersburg region continued. NEFCO also

(01)

Strandliv i Kron-
stadt, Ryssland.
Beach life in
Kronstadt, Russia.
(02)

Tradalger i strand-
brynet i Abolands
skargard, Finland.
Filamentous algae
lining the shores
of the Turku Archi-
pelago, Finland.
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ken i Sosnovij Bor och S:t Petersburg underteck-
nades i augusti i fjol. Likasa fortsatte arbetet
med beredningen av avloppsreningsprojekten i
Petrozavodsk och Veliky Novgorod i Ryssland.

Som ett led i arbetet med att 16sa godsel-
hanteringen i anslutning till stora honsfarmer
iRyssland, finansierade NEFCO:s och NIB:s
gemensamma BSAP-fond utredningar som tog
fasta pd majligheten att producera gas, olja och
biokol genom pyrolys dir godseln kunde anvan-
das som brdnsle. Med pyrolys avses upphettning
med begrinsad syretillgang. Det produceras
cirka 800 o000 ton godsel per ar pa honsfarmer i
ndrheten av S:t Petersburg i Ryssland.

Ijuli 2010 6vertog NEFCO ordforandeskapet
for den nordliga dimensionens miljopartner-
skapsprogram NDEP. Organisationen beviljar
gavomedel for en 1ang rad olika miljéprojekt i
Ostersjons avrinningsomrade. NDEP har for till-
fallet sexton godkanda miljoprojekt i sin port-
f6lj. En stor del av dem berdr avloppsrening eller
forbattrad godselhantering inom lantbruket.

NEFCO:s miljostatusrapport for 2010 avsldjar
att NEFCO:s Ostersjoprojekt reducerade utslap-
pen av fosfor med sammanlagt 1 251 ton under
det gangna aret. Motsvarande siffra for reduk-
tionerna av kvaveutslappen var 6 366 ton. Dessa
utslappsreduktioner motsvarar de orenade ut-
sldppen av avloppsvatten fran cirka 1,7 miljoner
personer. @

Arbetet for ett renare Ostersjon

guaranteed a loan for upgrading sewage treat-
ment facilities in Veliky Novgorod in Russia.

As part of the efforts to address the problem
of manure produced by large poultry farms in
Russia, NEFCO’s and NIB’s joint BSAP-Fund
financed studies exploring the potential for us-
ing pyrolysis to produce gas, oil and biocoal from
manure otherwise unsuitable for use as fuel.
Pyrolysis refers to the heating of organic mate-
rial at elevated temperatures with little oxygen.
No less than 800,000 tonnes of poultry manure
per year is produced by poultry farms in the
vicinity of St. Petersburg.

In July 2010, NEFCO assumed the presiden-
cy of the Northern Dimension Environmental
Partnership NDEP. The organization makes do-
nations to a wide range of environmental pro-
jects in the catchment area of the Baltic Sea.
Currently NDEP has sixteen approved environ-
mental projects in its portfolio, many of them
aimed at improved wastewater treatment or
manure processing in agriculture.

NEFCO’s environmental status reports for
2010 shows that its Baltic Sea projects achieved
a total reduction of 1,251 tonnes in phosphorus
discharges during the reporting period, the
corresponding figure for nitrogen was 6,366
tonnes. These reductions equal the unprocessed
wastewater discharges of a population of about
1.7 million. @

Working for a cleaner Baltic Sea
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Ett av NEFCO:s tyngdpunktsomraden dr sidana
investeringar och projekt som reducerar utslap-
pen av toxiska substanser och miljofarliga am-
nen. Fokus for dessa investeringar ligger pa per-
sistenta, toxiska dmnen sasom polyklorinerade
bifenyler (PCB), dioxiner, polycykliska aromatiska
kolviten (PAH), tungmetaller, flyktiga organiska
kolviten (VOC) samt forsurande och klimatpa-
verkande eller ozonnedbrytande dmnen.

En stor del av de energi- och industriella
projekt som finansierades av NEFCO &r 2010 re-
ducerade utslappen av tungmetaller och forsu-
rande substanser sasom svavel- och kviveoxider
tack vare en 6vergang fran till exempel brann-
olja till naturgas eller férnybar energi. Enligt
bolagets miljostatusrapport for 2010 lyckades
NEFCO reducera utslippen av svaveloxider
med 8 075 ton, vilket enligt Finlands statistik-
central motsvarar cirka en tiondel av Finlands
totala utslipp av svaveloxider ar 2007. NEFCO:s
investeringar bidrog ocksa till reducerade kva-
veoxidutsldapp. Reduktionerna uppgick ifjol till
sammanlagt 2390 ton.

NEFCO:s Investeringsfond godkinde ar
2010 ett projekt som gar ut pa att anlidgga en
ny fabrik som producerar vattenlosliga farger i
Odessa i sodra Ukraina. Den nya fabriken kom-
mer att ersdtta lokal produktion av oljebaserade
malarfarger, vilket berdknas reducera utslap-
pen av hilsovadliga, flyktiga organiska kolviaten
(VOC) med omkring 870 ton per ar. Fabriken
kommer ocksa att basera sin produktion pa ett
slutet kretslopp, vilket innebadr att utslappen till
omgivande vattendrag kan minimeras.

Investeringsfonden godkande dven en till-
laggsinvestering till ett projekt i Polen for mo-
dernisering av ett tennsmalteri. Projektet fram-
jar atervinningen av tenn och bly som tillvaratas
fran insamlad metallskrot. Fabriken kan hantera
omkring 12 ooo ton metallhaltig aska och pro-
duktionsprocessen beraknas ge 75 procent lagre
utslapp av koldioxid dn i sddan produktion som
anvander sig av nybruten ravara.
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One of NEFCO’s priorities is investments and
projects that reduce emissions of toxins and sub-
stances harmful to the environment. These invest-
ments include a focus on persistent toxic sub-
stances such as poly-chlorinated biphenyls (PCB),
dioxins, polycyclic aromatic hydrocarbons (PAH),
heavy metals, volatile organic compounds (VOC),
acidifying substances and substances that affect
the climate or break down stratospheric ozone.

Many of the energy and industrial projects
financed by NEFCO in 2010 reduced the emis-
sions of heavy metals and acidifying substances
such as sulphur and nitrogen oxides, e.g. as a
result of switching from fuel oil to natural gas
or renewable energy. The 2010 environmental
status report shows that NEFCO succeeded in
mitigating sulphur oxides emissions by approxi-
mately 8,075 tonnes which is about one tenth
of Finland’s total emissions of sulphur oxides in
2007 according to Statistics Finland. At the same
time, NEFCO’s investments helped curb nitro-
gen oxide emissions with the total reductions
amounting to about 2,390 tonnes in 2010.

In 2010 NEFCO'’s Investment Fund approved
a project to establish a new paint factory in
Odessa, southern Ukraine, to manufacture
water-based paints. The new facility will replace
local production of solvent-based paints, which
is expected to reduce emissions of hazardous
VOCs by around 870 tonnes per year. Manufac-
ture will be based on a closed production circuit
to minimise environmentally harmful discharges
into the surrounding watercourses.

Additionally, the Investment Fund approved
a supplemental investment in a project to
modernise a tin smelter in Poland. The project
facilitates the recovery of tin and lead from
scrap metal and ashes. The works is able to han-
dle up to 12,000 tonnes of metal-containing
ash, and the production process is expected to
reduce carbon dioxide emissions by 75 per cent
compared to a facility producing metal from
primary raw materials.

(01)

Matning av toxiska
substanser i

Frans Josefs Land.
Measuring toxic
substances in
Franz Josef Land.
(02) - (03)

Analys av dricks-
vatten i Minsk,
Vitryssland.
Analysis of drinking
water in Minsk,
Belarus.
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Fonden Barents Hot Spots Facility (BHSF)
godkande ifjol ett projekt for hantering och
sanering av oljeutsldpp pa Kolahalvén i nord-
vdstra Ryssland. Fonden gav ocksa gront ljus for
finansieringen av en strategi och handlingsplan
som tar fasta pa uppgraderingen av avfallssek-
torn i republiken Komi i Ryssland. BHSF dr en
fond som finansierar forstudier for att paskynda
finansieringen av projekt som beror akuta mil-
joproblem i Barents och Arktis. Fonden finan-
sieras av de nordiska landerna.

Ar 2010 meddelade den ryska regeringen att
den reserverar 740 miljoner rubel for uppstad-
ningen av miljofarligt avfall fran Frans Josefs
Land, nordvdst om Novaja Zemlja. Det finns
omkring 250 ooo tunnor med flygbransle, olje-
produkter och PCB pa Frans Josefs Land. NEFCO
finansierade ar 2007 inventeringen av omradet
for att mojliggora en GIS-databas som kartlag-
ger de exakta koordinaterna for de kontamine-
rade omradena. ®

Miljogifter

Last year the Barents Hot Spots Facility
(BHSF) approved a project to manage and clean
up oil spills in on the Kola Peninsula in North-
west Russia. The Fund also agreed to finance a
strategic and action plan to upgrade the waste
management sector in the Komi Republic in
Russia. BHSF is a fund that finances feasibil-
ity studies designed to accelerate projects that
address acute environmental problems in the
Barents and Arctic regions. Capital for the Fund
is contributed by the Nordic governments.

In 2010 the Russian government announced
that it had set aside RUB 740 million for clean-
ing up hazardous waste on the Franz Josef
Land northwest of Novaya Zemlya. Currently
there are some 250,000 barrels of aviation fuel,
oil products and PCB on the Franz Josef Land.
In 2007 NEFCO financed an inventory of the
region to create a database based on Geographic
Information System (GIS) providing the exact
coordinates of the contaminated areas. @

Environmental toxins
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NEFCO:s styrelse

infor styrelsemdtet

i Helsingfors

den 3.3.2011.

NEFCO'’s Board of
Directors prior to the
Board meeting in
Helsinki 3 March 2011.
Fran vanster till hoger
From left to right
Magnus Rystedt
Ann-Britt Ylinen
Magnus Jéhannesson
Harald Rensvik

Birger Karlsson (Alternate)
Seren Bukh Svenningsen
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NEFCO:s Investeringsfond god-
kande ar 2010 ett projekt som
majliggor produktion av miljo-
vdnliga malarfarger i Ukraina.
Projektet gar ut pa att anldgga
en ny fabrik som producerar vat-
tenlosliga farger i Odessa i sodra
Ukraina. Fabriken ska byggas av
det svenskagda bolaget Eskaro.
NEFCO finansierar projektet
med ett 1an pa 2,2 miljoner euro.
Projektets ovriga finansiarer ar
Swedfund och moderbolaget
Eskaro Group Ab.

Den nya fabriken kommer
att ersdtta lokal produktion av
oljebaserade malarfarger. Fabri-
ken kommer ocksa att basera
sin produktion pa ett slutet
kretslopp, vilket inte medfor
skadliga utslapp till omgivande
vattendrag.

En av fordelarna med vatten-
|6sliga malarfarger ar att man
kan undvika utslappen av flyk-
tiga organiska kolvaten (VOC)
som avges fran oljebaserade ma-
larfarger. Vissa flyktiga organiska
kolvaten kan fororsaka cancer.
VOC bidrar ocksa till bildningen
av markndra ozon som i sin tur
kan skada vaxtligheten i naturen.
Projektet berdknas indirekt
reducera utslappen av VOC med
omkring 870 ton per ar.

Eskaro driver sedan tidigare
fyra motsvarande fabriker i Fin-
land, Estland, Ryssland och Vit-
ryssland. Den nya fabriken i
Odessa kommer att minska pa
frakten av malarfarger fran bo-
lagets dvriga fabriker till den
ukrainska marknaden, vilket be-
rdknas minska pa koldioxidutslap-
pen med omkring 800 ton per ar.

(01)

Ute i det bla. Blaa
nyanser i Eskaros
fargkartorien
jarnvaruaffar

i Odessa, Ukraina.
Out in the blue.
Blue nuances in
Eskaro's colour
maps in a hardware
store in Odessa,
Ukraine.
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NEFCO'’s Investment Fund ap-
proved in 2010 a project to facili-
tate the production of environ-
ment-friendly paints in Ukraine.
The project aims at establishing
a new paint factory in Odessa,
southern Ukraine, to manufac-
ture water-based paints. The
factory will be built by the Swed-
ish company Eskaro. NEFCO

will co-finance the project by
extending a EUR 2.2 million loan.
The other financiers are Swed-
fund and Eskaro Group AB, the
parent company.

The new factory will replace
local production of oil-based
paints. Manufacture will be
based on a closed production
circuit to prevent environmen-
tally harmful discharges into the
surrounding watercourses.

One of the advantages in
producing water-based paint is
that discharges of volatile or-
ganic compounds (VOCs) emit-
ted from oil based paint can be
avoided. Certain VOCs may be
carcinogenic. Moreover, VOCs
contribute to the creation of
ground-level ozone, which in
turn can harm vegetation. The
project is expected to reduce
discharges of VOCs by some 870
tonnes per year.

Currently Eskaro operates
four similar factories in Finland,
Estonia, Russia and Belarus.

The new Odessa factory will
reduce transportation from the
company'’s other factories to

the Ukrainian market, which is
expected to decrease carbon
dioxide emissions by around 800
tonnes per year.

NEFCO — 2010 Annual Report
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FALLSTUDIE

Pelletsfabrik
i Archangelsk

CASE STUDY
Pelletizing plant
in Archangel

(01)

Omkring 10 pro-
cent av den lokala
energiproduktio-
nen i Archang-
elsk bygger pa
biomassa.

About 10 per
cent of the local
energy produc-
tion in Archangel
is derived from
biomass.

0l
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NEFCO godkande ar 2010 ett
projekt for utokad produktion av
biomassa i Archangelsk i nord-

¢ vastra Ryssland. Projektet gar
© ut pa att bygga en pelletsfabrik
¢ i Archangelsk hamn i anslutning

till ett gammalt sdgverk. Den
nya anlaggningen kommer att
inbegripa tekniska l6sningar och
logistik for avbarkning, flisning,
lagring, torkning, malning och
pelletering av biomassa. Den
forvantade produktionskapaci-
teten beraknas till en borjan att
vara cirka 220 000 ton per ar
och i ett senare skede kommer
produktionen att ligga pa om-
kring 500 000 ton per ar.
Huvudleverantdr av ravaran
for fabriken ar bolaget Rusfo-

i rest som kommer att forse den
i nya fabriken med merparten av
i det virke som behdvs. Ravaran

kommer till dvervagande del
att vara FSC-certifierad, vilket
bidrar till framvdxten av ett
hallbart skogsbruk i regionen.
Enligt uppgifter fran centret for
energieffektivisering i Archang-
elsk, AOECC, gar det att avverka
omkring 22 miljoner kubikmeter
virke per ar i regionen for att till-
godose lokala pelletsfabriker och
varmekraftverk med biomassa.
Den pelleterade biomassa
som produceras kommer att i
forsta hand sdljas till den euro-

i peiska marknaden for samfor-
branning med stenkol i kraftvar-
¢ meverk. Investeringen beraknas

reducera utslappen av koldioxid
med ndarmare 360 000 ton per
ar i projektets initialskede.

Projektet kommer att ge-
nomdrivas av de lokala bolagen
Clean Tech East Holding och
Vostok Nafta.

In 2010 NEFCO approved a
project designed to increase
biomass production in Arch-

¢ angel in northwest Russia. The
¢ planis to build a pelletizing
i plant in the Archangel port

next to an old sawmill. The
new facility will incorporate the
technical systems and logistics
required for barking, chipping,
stockpiling, drying, grinding and
pelletizing biomass. Initially,
the projected annual produc-
tion capacity is around 220,000
tonnes. Later on, it is expected
to reach around 500,000
tonnes per year.

The main supplier of the
raw material to the plantis a
company called Rusforest, which

¢ will provide most of the timber
¢ required for the plant. Most of
i the raw material will be FSC-

certified, which will contribute
to the promotion of sustain-
able forest management in the
region. According to information
from the Arkhangelsk Oblast
Energy Efficiency Center AOECC,
around 22 million cubic metres
of timber can be felled per year
in the region in order to provide
the local pelletizing and heating
plants with biomass.

Most of the pelletized bio-
mass to be produced will be sold
to the European market for co-

i incineration with coal in thermal
i power stations. The investment
i is expected to reduce carbon

dioxide emissions by close to
360,000 tonnes per year in the
initial stage of the project.

The project will be imple-
mented by the local companies
Clean Tech East Holding and
Vostok Nafta.

(02)

i Produktion av
i pellets. Den nya

pelletsfabriken i
Archangelsk be-
raknas producera
cirka 220 000 ton
pellets per ar.
Production of
pelletized biomass.
The new factory
in Archangel is ex-
pected to produce
some 220,000
tonnes of wood
pellet per year.
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FALLSTUDIE

Biogas av
estnisk ko-
och svingodsel

CASE STUDY
Biogas from
cow and

pig manure
in Estonia

(01)

Kofarmen i Qisu,
Estland hyser om-
kring 1100 kor.
The dairy farm in
Oisu, Estonia has
some 1,100 cows.
(02)

PI6jning av dker-
mark i Oisu. Den nya
godselhanteringen
vid OU Estonia
berdknas reducera
utslappen av fosfor
med omkring 57
ton per ar.
Ploughing the
fields in Oisu. The
upgraded manure
treatment at OU
Estonia is expected
to reduce discharges
of phosphorus by
some 57 tonnes
per year.
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i NEFCO:s Investeringsfond
i godkande ar 2010 en investering

som tar sikte pa produktion av
biogas i anslutning till svin- och
kofarmer i Estland. Projekten
ska initieras och administreras
av det nygrundade bolaget Bio-

i fond OU som ags av det norska

bolaget Vardar Eurus och de
estniska bolagen Freenergy och
Nelja Energia. NEFCO finansierar
projektet med aktiekapital pa

sammanlagt tva miljoner euro.

— Vi har raknat ut att dessa
biogasprojekt minskar fosforut-
slappen med knappt 57 ton per
ar. Och som bonus i samman-
hanget kan vi ocksa atgarda

i metanutslappen, vilket omrak-

nat till koldioxid ger en utslapps-

reduktion pad knappt 53 000

ton per ar, sager miljdanalytiker

Karl-Johan Lehtinen pa NEFCO.
Det finns tillsvidare endast

i en biogasanlaggning i Estland

som har finansierats av NEFCO
i byn Valjala pa Osel. Nu kom-
mer man alltsd att starta upp
motsvarande projekt pa de
estniska orterna Oisu och Vinni

: dar de lokala lantbrukarna har

forbundit sig att leverera godsel
till biogasanlaggningar som kan
forse bagge orter med vdarme
och el.

— Det finns en mycket stor

: outnyttjad potential inom detta

omrade. Genom att framstalla
biogas av ko- eller svingddsel i
anslutning till stora lantbruk kan
vi framja bruket av lokala energi-

i kallor som inte ar beroende av

varldsmarknadspriset. Verksam-
heten ger dessutom jordbru-
karna tillaggsinkomster, sager
styrelseordforande Martin Kruus
pa Nelja Energia.
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In 2010 NEFCO's Investment
Fund authorised an investment
in biogas production close to pig
and dairy farms in Estonia. The

project is to be financed by the

newly established Biofond OU
owned by Vardar Eurus, a Nor-
wegian company, and Freenergy
and Nelja Energia of Estonia.
NEFCO contributes a total of
EUR two million to the project
in the form of share capital.

“We've established that these
biogas projects will reduce
phosphorus emissions by close
to 57 tonnes per year. And as an
additional bonus in this connec-
tion, we'll also be able to address
methane emissions which will
yield an annual decrease of

i almost 53,000 tonnes in carbon
i dioxide emissions”, says Karl-

Johan Lehtinen, Senior Manager
responsible for environmental
affairs at NEFCO.

At present, there is only one
operational NEFCO-funded bio-
gas facility in Estonia: a biogas
reactor in the village of Valjala in
Saaremaa. Now similar projects
are being launched in the villages
of Oisu and Vinni, where the
local farmers have committed to
supply cow manure for biogas fa-
cilities capable of generating heat
and electricity for both localities.

“There's a great deal of
unharnessed potential in this

sector. By producing biogas from

cow or pig manure close to large
agricultural establishments, we
can promote the use of local en-
ergy sources that are unaffected
by world market prices, as well
as offer additional revenues for
farmers”, says Chairman of Board
Martin Kruus of Nelja Energia.

NEFCO — 2010 Annual Report
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FALLSTUDIE

Renare vatten
i Murmansk

CASE STUDY

Cleaner water
in Murmansk
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Vattenkvaliteten och avlopps-
reningen har varit pa tapeten

i manga ars tid i Murmansk i
nordvastra Ryssland. Den daliga
vattenkvaliteten i Koladlven och
Bolshoje-sjon, som forser staden
med dricksvatten, har identifie-
rats som tva akuta miljéproblem
i Barentsregionen.

Koladlven pdverkas negativt
av utsldppen fran héns- och
svinfarmer som har etablerats
uppstroms i narheten av de plat-
ser dar vattenintaget sker idag.
Tack vare malmedvetna investe-
ringar har vattenkvaliteten dock
forbattrats under de senaste aren
och meningen ar att man i fram-
tiden ska tillgodose dricksvatten
av hog kvalitet ocksa fran sadana
kallor som finns under markytan.

NEFCO:s Investeringsfond
godkande ar 2010 ett Ian pd 4
miljoner euro for att uppgra-
dera och modernisera avlopps-
reningssystemet i Murmansk.
Projektet ska samfinansieras
med den Europeiska banken for
dteruppbyggnad och utveckling
(EBRD) och det lokala vatten-
verket Murmansk Vodokanal.

Projektet kommer att forena
det norra avloppsverket med
avloppsnatverket i Murmansks
stadskarna, vilket innebar att
over tre fjardedelar av staden far
dndamalsenlig avloppsrening.
Investeringen dar en uppfdljning
av ett liknande projekt som
samfinansierades av NEFCO ar
2005 da det norra avlioppsverket
togs i bruk.

Den nya investeringen ar
mycket kostnadseffektiv da man
beaktar de utslappsreduktioner
som gagnar Kolafjorden och
staller projektets kostnader i re-
lation till motsvarande skuggpri-
ser pa den nordiska marknaden.

Water and wastewater issues
have been in focus for many
years in Murmansk. The water
quality in the Kola River and
Lake Bolshoye, which both sup-
ply drinking water to the city,
are listed as environmental hot
spots in the Barents region.

The water in the river is af-
fected by pig and poultry farms
located upstream from the water
intakes. In later years the water
quality has already become
better although it is a strategic
aim in the region to secure good
quality drinking water from un-
derground sources in the future.

In 2010 NEFCO'’s Investment
Fund approved a loan of EUR 4
million for upgrading wastewa-
ter treatment in Murmansk. The
project will be co-financed to-
gether with the European Bank
for Reconstruction and Develop-
ment (EBRD) and Murmansk
Vodokanal, the local operator.

The project will connect the
Northern Wastewater Treat-
ment Plant to the central part
of the city and thereby ensure
that over three quarters of the
city gets adequate wastewater
treatment. The investment is a
continuation of a similar project
that was co-financed by NEFCO
in 2005 when the Northern
Wastewater Treatment Plant
in Murmansk was taken into
operation.

The new investment is very
cost-efficient when considering
Nordic shadow prices and the
waste load from the currently
untreated wastewater that is
released into the Kola Bay.

(01)

Forbattring av
dricksvattnets
kvalitet hor till den
ryska regeringens
miljoprioriteringar.
Improving the
quality of drinking
water is one of
the environmental
priorities set

by the Russian
government.

(02)

Arktiska sjosystem
i narheten av
Murmansk.

Arctic lacustrine
system in the vicinity
of Murmansk.
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Verksamhetsaret 2010 var ett jubileumsar for
NEFCO da det den 1.3.2010 forflutit 20 ar sedan
bolaget etablerades. 20-ars jubileet uppmark-
sammades genom ett seminarium i Helsingfors
som fokuserade pa klimatinvesteringar ur olika
synvinklar. Seminariet, som 6ppnades av den
finska miljoministern Paula Lehtomaki, sam-
lade 6ver 200 kolleger, samarbetspartners och
experter inom miljéinvesteringsomradet fran
tio olika lander.

Aret var aktivt for projektverksamheten med
fortsatt hoga investeringsvolymer. Inom Inves-
teringsfonden uppgick de nya investeringarna
till sammanlagt 26,8 miljoner EUR, vilket ar i
linje med dret innan. Under aret ingick NEFCO
avtal for projektinvesteringar till ett varde pa
sammanlagt 72,7 miljoner EUR di man beaktar
samtliga fonder som bolaget forvaltar. Storre de-
len av avtalen harror till de olika klimatfonderna
och nivan 6verskrider tidigare ars motsvarande
varde med god marginal. Verksamheten kunde
ater redovisa ett battre miljoresultat jamfort med
tidigare ar vilket motsvarar vil férvintningarna.

Sammanlagt godkdndes under aret 62 nya
projekt under samtliga fonder som NEFCO
forvaltar, jamfort med 50 godkinda projekt aret
innan. Trots att antalet godkdnda projekt och
undertecknade avtal varit hégt under aren 2009
och 2010, sldpar utbetalningarna efter, men
forvantningen dr att detta kommer att justeras
under dren 2011 och 2012, Under dret genom-
fordes, enligt plan, tva betydande forsdljningar.
Vinsten av dessa forsiljningar paverkade framst
resultatet 2009.

Fran och med juli 2010 har NEFCO haft ordfo-
randeskapet i ledningsgruppen for den nordliga
dimensionens miljopartnerskap (NDEP). Arbetet
bedrivs i samarbete med Europeiska Investe-
ringsbanken (EIB), Nordiska Investeringsbanken
(NIB) och Europeiska Utvecklingsbanken (EBRD).

Pa basen av dgarlandernas stod till en
ytterligare programperiod for aren 2011-2013
for Nordiska Miljoutvecklingsfonden (NMF),
beslutades under aret att de nordiska linder-
nas bidrag kanaliseras via NEFCO och finan-
sieras med NEFCO:s historiska och framtida
vinstkapital. Sammanlagt 5,75 miljoner EUR
kommer att investeras i NMF under en tre ars
period. Investeringen dr inte finansiellt 16nsam
men NMF:s verksamhet bidrar till att fraimja
NEFCO:s investeringsverksamhet.

Inom Investeringsfonden, NEFCO:s grund-
kapital, hade bolaget vid utgangen av ar 2010
sammanlagt 53 aktiva projekt ddr engage-
mangen uppgick till 137,4 miljoner EUR. Sasom
tidigare uppmarksammats sker utbetalning-
arna med en viss eftersldpning och siledes ar en
storre del av NEFCO:s resurser disponerade dan
vad som framgar av balansrakningen.

Forutom investeringsaktiviteten under
Investeringsfonden har NEFCO:s andra hu-
vudverksambhet - fondforvaltningen - forlopt
bra. Under aret har fem nya fonder etablerats

NEFCO — 2010 Arsredovisning

The 2010 financial year saw a big anniversary
for NEFCO as the corporation celebrated its
2oth birthday on 1 March 2010. The event was
marked by a seminar in Helsinki focusing on
various aspects of climate investments. The
seminar, which was inaugurated by the Finn-
ish Environment Minister Paula Lehtomaki,
brought together over 200 colleagues, partners
and experts in the environmental field from
ten different countries.

It was an active year for project activities,
with continued high volumes of investment.
Within the Investment Fund, the new invest-
ments totalled EUR 26.8 million, on a par with
the previous year. During the year, NEFCO
signed agreements for project investments with
a total value of EUR 72.7 million across all the
funds that the company manages. Most of the
agreements relate to the various climate funds
and the level exceeds the equivalent value for
the previous year by a substantial margin. The
corporation again registered better environ-
mental results compared to earlier years, which
is well in line with expectations.

Altogether 62 new projects were approved
during the year under the various funds that
NEFCO manages, compared with 50 new
projects the year before. Although the number
of projects approved and agreements signed
was high in 2009 and 2010, the payments are
lagging behind, but the expectation is that
this will be rectified in 2011 and 2012. During
the year, two major sales were completed as
planned. The proceeds from these sales mainly
affected the 2009 results.

From July 2010, NEFCO took over the chair
of the steering group of the Northern Dimen-
sion Environmental Partnership (NDEP). This is
a joint initiative with the European Investment
Bank (EIB), the Nordic Investment Bank (NIB)
and the European Bank for Reconstruction and
Development (EBRD).

Based on support from the sponsoring coun-
tries for a further programme period covering
the years 2011-2013 for the Nordic Environmen-
tal Development Fund (NMF), it was decided
during the year that the contributions from
the Nordic countries should be channelled via
NEFCO and financed with NEFCO’s historical
and future profit capital. A total of EUR 5.75
million will be invested in the NMF over a
three-year period. Although the investment is
not financially profitable, the activities of the
NMEF help to promote the NEFCO’s investment
operations.

At the end of 2010, there were 53 active
projects financed by NEFCO’s principal fund,
the NEFCO Investment Fund, with total
investments amounting to EUR 137.4 million.
As already mentioned, a larger proportion of
NEFCO'’s resources was allocated than indicated
in the balance sheet because of the time lag
between approval and disbursement.

NEFCO — 2010 Annual Report



medan tre fonder, ddr det specifika uppdraget
var genomfort, avslutats. De nya fonderna bestar
av svenska medel for en fond for finansiering

av demonstrationsprojekt inom fjarrvarme i
Ukraina, en fond for finansiering av projekt

som minskar utsldppen av kortlivade klimat-
paverkande amnen (Short Lived Climate Forcers
- SLCF) i Ryssland samt en fond for ett sam-
nordiskt initiativ med malséittning att pa en
praktisk niva skapa forutsittningar for utslapps-
minskningsprogram i utvecklingsldander. Dartill
etablerades en separat fond, NMF Krediter, for
de revolverande laneordingarna som finansieras
av medel fran Nordiska Miljéutvecklingsfonden
(NMF). Ytterligare godkindes, i samarbete med
Nordiska Utvecklingsfonden (NDF), upprattan-
det av klimatinitiativet ProClimate som ar en
finansieringsordning som erbjuder garantier for
fornybara energiprojekt i de fattigaste landerna.

Totalt forvaltade NEFCO vid utgangen av
aret 27 fonder till ett viarde av 316,3 miljoner
EUR. For samtliga fonder framlagger NEFCO
sdrskild redovisning. Fonderna dr inte inklude-
rade i NEFCO:s balansrdakning, men av resultat-
rakningen framgar intdkterna av fondforvalt-
ningen under posten ovriga intdkter.

I klimatfonderna NEFCO Carbon Fund
(NeCF), Baltic Sea Region Testing Ground Faci-
lity (TGF) och Nordic Climate Facility (NCF) har
22 nya projekt godkints under dret. Totalt 6kade
fondernas kapital fran 135 miljoner EUR till 172
miljoner EUR under aret.

Verksamhetens resultat blev blygsamt,
vilket till storsta delen berodde pa en planerad
reservering om 1,9 miljoner EUR for NEFCO:s
deltagande i NMF (beskrivet ovan). I évrigt var
nettot av realisationsvinster och forluster i linje
med forvantningarna.

Utvardering av projektens miljoeffekter

I enlighet med det forfarande som successivt
utvecklats inom NEFCO utvarderas varje projekt
ocksa avseende sina milj6effekter. De forvan-
tade miljoeffekterna analyseras innan ett beslut
om medverkan i finansieringen fattas, och nir
projektet fardigstallts foljer NEFCO upp de verk-
liga effekterna. Projekten savil under Investe-
ringsfonden som under Miljoutvecklingsfonden
(fonden presenteras narmare nedan) uppvisar

i genomsnitt goda miljéeffekter pa forvintad
niva. Av de 199 projekten som har analyserats,
Klassificeras, 68 som sadana vilka 6vertraffat de
miljomassiga forvantningarna, 48 ar pa forvan-
tad niva, 31 motsvarar ej férvantningarna och i
66 fall kan konklusioner inte annu dras. Av de
199 analyserade projekten ar 122 avslutade. En
sammanstdllning av beddmningen bilaggs.
NEFCO bedomer systematiskt dven projektens
miljomassiga kostnadseffektivitet i relation till
kostnaderna i Norden for att uppna motsvarande
utslappsreduktioner. I genomsnitt dr kostnaden
for utsldppsreduktioner i NEFCO:s projekt cirka
en attondel av motsvarande kostnader i Norden.

Styrelsens verksamhetsberattelse 2010

Alongside the operations of the Investment
Fund, NEFCO’s other main line of activity, fund
management, was also successful. Five new
funds were established during the year, and three
funds were brought to an end having served
their purpose. The new funds cover Swedish
contributions to a fund to finance demonstration
projects for district heating in Ukraine, a fund to
finance projects to reduce emissions of short-
lived climate forcers (SLCFs) in Russia, and a
fund for a pan-Nordic initiative aimed at creating
the practical conditions for emissions reduction
programmes in developing countries. A separate
fund, NMF Krediter, has also been established
for the revolving loan schemes financed by the
Nordic Environmental Development Fund (NMF).
Also approved, in collaboration with the Nordic
Development Fund (NDF), was the establishment
of the ProClimate initiative, a financing instru-
ment to provide guarantees for renewable energy
projects in low-income countries.

At the end of the year, NEFCO had 27 funds
under management, with a total capital of EUR
316.3 million. NEFCO renders separate accounts
for all these funds. While the funds are not
included in NEFCO’s balance sheet, income
from fund management is shown in the income
statement under ‘Other income’.

During the year, 22 new projects were ap-
proved under the climate funds - the NEFCO
Carbon Fund (NeCF), the Baltic Sea Region
Testing Ground Facility (TGF) and the Nordic
Climate Facility (NCF). Overall, the combined
fund capital increased from EUR 135 million to
EUR 172 million in the year.

The financial result was modest, largely
because of a planned provision of EUR 1.9 mil-
lion for NEFCO’s part in the NMF (as described
above). Otherwise, net capital gains and losses
were in line with expectations.

Assessment of the environmental
impact of the projects
In line with the procedures developed over time
by NEFCO, each project is also assessed in terms
of its environmental impact. The expected
environmental impact is analysed before a
decision on financing is made, followed by a
review of the actual effects upon completion
of the project. Projects under the Investment
Fund and the Environmental Development
Fund (presented in more detail below) gener-
ally show a good environmental impact at the
expected level. Of the 199 projects analysed, 68
were classed as having exceeded environmental
expectations, 48 were at the expected level, 31
failed to meet expectations; in 66 cases, it is
too early to draw any conclusions. Of these 199
projects, 122 have been completed. A summary
of the assessment is attached.

NEFCO also systematically assesses the
environmental cost-effectiveness of projects
in relation to the cost of attaining comparable
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Investeringsfonden

Under aret godkiande styrelsen elva nya inves-
teringar inklusive tva tilliggsinvesteringar i
tidigare godkanda projekt. Dartill godkandes
aven elva s.k. intresseindikationer, d.v.s. ett
forsta principiellt godkdnnande av ett projekt
for vidare bearbetning.

NEFCO kunde under ar 2010 avsluta nio
projekt. Fyra kommunala vattenvardspro-
jekt i Lettland, ett projekt for overvakning av
farskvattenresurser i Polen och ett virmefor-
sorjningsprojekt i Ryssland avslutades genom
planenlig aterbetalning av lan. Ett projekt for
energiproduktion fran mindre vattenkraftverk i
Lettland och Litauen avslutades genom forsalj-
ning av aktier. Ddrtill avslutades ett projekt i
Polen genom fortida aterbetalning av 1an och
ett projekt da det i fragavarande bolaget i Polen
likviderades. NEFCO har per ar 2010 samman-
lagt avslutat 59 projekt dar NEFCO:s engage-
mang uppgatt till totalt 62,6 miljoner EUR.
Under aret bortf6ll tva projekt, vilka inte langre
bedomdes ha forutsiattningar att bli realiserade
pa planerat sitt.

Darigenom kvarstar sammanlagt 53 av
styrelsen godkdnda aktiva projekt av vilka 32
dr avtalade. I aterstaende 21 fall pagar annu
forhandlingar eller undersokningar. NEFCO:s
engagemang i dessa 53 projekt ar sammanlagt
137,4 miljoner EUR medan de totala investe-
ringarna i dessa projekt uppgar till ca 1 miljard
EUR, vilket visar pa en betydande havstangsef-
fekt. Av NEFCO:s resurser dr sdledes en storre
del disponerad dven om det av Rapporten over
den finansiella stdllningen (balansrakningen)
framgar att de sammanlagda investeringarna
uppgar till totalt 34,2 miljoner EUR (netto efter
amorteringar och nedskrivningar samt inklu-
sive garantiataganden).

I de 32 avtalade projekten uppgar NEFCO:s
engagemang till 80,3 miljoner EUR och de totala
investeringarna i dessa till ca 680 miljoner EUR.

Av engagemangen ar 15 sadana dir NEFCO
har placerat eget kapital. I manga av dessa
tillkommer dessutom ett 1an fran NEFCO. 117
fall har engagemanget enbart formen av 1an.
Utvecklingen i de 32 avtalade intressebolagen dr
i genomsnitt tillfredsstdllande. Resultatmassigt,
baserat pa de respektive bolagens bokslut per ar
2009, uppvisade elva projekt éverskott, fem nad-
de ett nollresultat, nio gick pa férlust medan sju
ar sddana dar den operativa verksamheten inte
dnnu kommit igdng.

De nya investeringarna har stor sektorsprid-
ning. Fyra projekt omfattar vairme- och energi-
produktion och energiférsorjning, tva projekt
omfattar vatten- och avloppsvattenhantering.
Dartill har medel beviljats for en investering
inom produktion av malarfarg liksom for en in-
vestering i produktion av trapellets samt for en
investering i ett energieffektiviseringsprogram.
Av dessa projekt ar fyra belagna i Ryssland, tre i
Baltikum och tva i Ukraina.
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emission reductions in the Nordic countries.
On average, the costs of emission reductions in
NEFCO'’s projects are roughly one-eighth of the
corresponding costs in the Nordic countries.

Investment fund

During the year, the Board of Directors ap-
proved eleven new investments, including two
additional investments in projects approved
earlier. In addition, eleven ‘expressions of inter-
est’ were approved, signifying initial approval
for further review.

In 2010, NEFCO completed nine projects.
Four municipal water management projects in
Latvia, one project to monitor freshwater re-
sources in Poland and a district heating project
in Russia were completed with the planned
repayment of loans. A project for energy produc-
tion from small-scale hydro-electric power
stations in Latvia and Lithuania was completed
with the sale of shares. Another project was
completed in Poland with the early repayment
of the loan, and there was one project where
the company in Poland went into liquidation.
By the end of 2010, NEFCO had completed 59
projects to which it had contributed a total EUR
62.6 million. Two projects were abandoned in
2010 as they were no longer deemed capable of
being implemented as planned.

That leaves 53 active projects approved by the
Board, with agreements signed on 32 of them.
In the remaining 21 cases, negotiations and
analyses are still underway. NEFCO’s commit-
ment to these 53 projects amounts to EUR 137.4
million, while the total investment is around
EUR 1 billion, suggesting a major leverage
effect. As a result, a larger share of NEFCO’s
resources is committed than the total invest-
ments of EUR 34.2 million (net after amortisa-
tion and depreciation, and including guarantee
commitments) indicated in the financial state-
ments (balance-sheet).

NEFCO’s investments in the 32 projects on
which agreement has been reached amount to
EUR 80.3 million, while the total investments
are roughly EUR 680 million.

NEFCO has injected its own capital into 15 of
these projects, many of which have also received
loans from NEFCO. In 17 cases, NEFCO’s funding
consists exclusively of loans. On the whole, the
32 associated companies are developing satisfac-
torily. In terms of financial performance, by the
end of the year eleven projects had posted profits,
five had broken even, nine had posted losses,
while seven had not yet started operations.

The new investments are spread widely
across different sectors. Four projects are related
to heat and energy production and supply, and
two to water and wastewater management.
Funding has also been approved for an invest-
ment in paint production, an investment in the
production of wood pellets, and an investment
in an energy efficiency programme. Of these
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De under aret godkdnda elva intresseindikatio-
nerna inbegriper tre projekt i Ryssland, fem i
Ukraina och tre i Lettland.

FORVALTNINGSUPPDRAG

Nordiska miljoutvecklingsfonden

NEFCO forvaltar sedan ar 1996 pa uppdrag av
medlemslinderna den Nordiska Miljoutveck-
lingsfonden (NMF). NMF finansieras genom
arliga bidrag av de nordiska landerna och Nord-
iska ministerradet. Fondens tredje forlingning
for aren 2008-2010 godkandes av miljominist-
rarna hosten 2007. Under aret beslutades om en
ytterligare programperiod for aren 2011-2013,
dar de nordiska landernas bidrag kanaliseras via
NEFCO och finansieras med NEFCO:s vinst-
kapital. Den samlade beloppsramen for NMF
uppgick vid arets slut till ca 450 miljoner DKK
(motsvarande 60,6 miljoner EUR). Ifall Nordiska
ministerradets bidrag bibehalls pa nuvarande
niva kommer fondens sammanlagda belopps-
ram till och med ar 2013 att stiga till ca 530
miljoner DKK (motsvarande 71,1 miljoner EUR).
NMF administreras av NEFCO i samarbete med
Nordiska Investeringsbanken (NIB), som deltar
i projektutvdrderingen. NEFCO:s styrelse beslu-
tar om tilldelningar under NMF.

Under aret etablerades en separat fond, NMF
Krediter, for handlaggning av de revolverande
laneordningarna som upprattats med medel
frdn NMF. For ar 2010 avges separat redovisning
for NMF och NMF Krediter.

Under 2010 godkandes under NMF och NMF
Krediter sammanlagt 14 nya projekt i slutlig
behandling, inklusive en tilldggsinvestering i
ett tidigare godkant projekt, av dessa tre inom
ramen for laneprogrammet for energibesparing
och 10 projekt under programmet for renare
produktion.

Sammanlagt har frin NEFCO:s laneprogram
for energibesparing 53 projekt beviljats finan-
siering for energibesparingsatgidrder, medan 63
foretag hade vid arsskiftet beviljats 1an for sam-
manlagt 76 projekt fran finansieringsordningen
for renare produktion i Ryssland, Ukraina,
Vitryssland, och Baltikum.

De genomforda, avtalade och godkanda pro-
jekten uppgar till 216 stycken (inkluderande tva
intresseindikationer) da de specifika projekten
inom bagge fonder beaktas. Av den nuvarande
sammanlagda beloppsramen har harigenom
427,2 miljoner DKK (motsvarande 57,3 miljoner
EUR) tagits i ansprak.

Barents hot spots facility

Sedan 2004 forvaltar NEFCO Barents Hot Spots
Facility (BHSF). BHSF finansieras med medel

av de nordiska linderna samt medel frin den
Nordiska Miljéutvecklingsfonden (NMF) och

ar avsedd i forsta hand for projektutveckling.
Avsikten dr att tillsammans med ryska myndig-
heter och projektdgare vidarefora de prioriterade
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projects, four are located in Russia, three in the
Baltic countries and two in Ukraine.

The eleven expressions of interest approved
during the year relate to three projects in Rus-
sia, five in Ukraine and three in Latvia.

MANAGEMENT MANDATES

Nordic Environmental Development Fund
NEFCO has managed the Nordic Environmental
Development Fund (NMF) on behalf of its mem-
ber countries since 1996. The NMF is financed
by annual contributions from the Nordic
countries and the Nordic Council of Ministers.
The third extension of the fund, covering the
years 2008-2010, was approved by the Environ-
ment Ministers in the autumn of 2007. In 2010,
a further programme period for 2011-2013 was
decided upon, with the contributions from the
Nordic countries channelled via NEFCO and
financed with NEFCO’s retained profits. The
total budget for the NMF up to the end of the
year was roughly DKK 450 million (EUR 60.6
million). Assuming that the contribution from
the Nordic Council of Ministers is maintained
at the current level, the total budget for the
Fund up to 2013 will rise to approx. DKK 530
million (EUR 71.1 million). The NMF is jointly
managed by NEFCO and the Nordic Investment
Bank (NIB), which takes part in the evaluation
of projects considered for financing. Final deci-
sions on the financing extended by the NMF are
made by NEFCO’s Board of Directors.

A separate fund, NMF Krediter, was estab-
lished during the year to handle the revolving
loan schemes financed by the NMF. For 2010,
separate accounting reports have been drawn
up for the NMF and NMF Krediter.

During 2010, a total of 14 new projects were
approved under the NMF and NMF Krediter,
including an additional investment in a project
approved earlier; of these, three projects relate
to the energy saving loan programme and 10 to
the ‘cleaner production’ programme.

In all, 53 projects have been granted fund-
ing for energy-saving measures from NEFCO’s
energy saving loan programme, while 63 com-
panies had been granted loans at the end of the
year for a total of 76 projects from the financ-
ing scheme for cleaner production in Russia,
Ukraine, Belarus and the Baltic countries.

When all the individual projects under both
funds are taken into account, the total number
of projects approved, agreed and implemented
came to 216 (including two expressions of
interest). Of the present total budget, DKK 427.2
million (EUR 57.3 million) have been committed.

Barents Hot Spots Facility

NEFCO has managed the Barents Hot Spots
Facility (BHSF) since 2004. The BHSF is financed
with resources from the Nordic countries and
the Nordic Environmental Development Fund
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miljéangeldgenheter ("hot spots”) som identi-
fierats i nordvastra Ryssland i den rapport som
NEFCO presenterade ar 2003 i samarbete med
AMAP (Arktiska Radets uppfoljnings- och be-
domningsprogram for den arktiska miljon). Sam-
manlagt har 6 miljoner EUR anslagits fonden.

Under ar 2010 godkidnde fonden medel for
sex nya projekt. Totalt har sammanlagt 61 olika
forstudier och projektférberedande atgarder
anvisats finansiering fran BHSF. Under aret har
nagra huvudinriktningar varit hantering av
farligt avfall och oljeféroreningar, évergang till
lokala fornybara branslen och utveckling av nya
projekt- och affarskoncept. En studie om kon-
ceptet for renare produktion och dess tillamp-
ning i ett "hot spot”-perspektiv blev sarskilt
uppmarksammad.

Vid Barentsldandernas miljoministermote
i februari 2010 faststdlldes de kriterier och
procedurer for exkludering av “hot spots” som
utarbetats av en sarskild ”Ad-hoc Task Force”
under NEFCO:s ordforandeskap. Denna Task
Force ombildades ddrmed till en underarbets-
grupp till Barentsradets Miljoarbetsgrupp med
sarskilt ansvar for “hot spots”, i ndra samverkan
med ryska federala och regionala miljomyndig-
heter. NEFCO:s arbete med Barentsregionen
och BHSF har darmed kunnat fokuseras mer
pa att identifiera och genomfora atgarder som
faktiskt bidrar till att miljoproblemen vid dessa
“hot spots” kan 19sas pa ett relevant satt.

Arctic Council Project Support Instrument
Sedan 2005 administrerar NEFCO aven pro-
jektberedningsfonden Arctic Council Project
Support Instrument (PSI). NEFCO deltog i den
expertgrupp som Arktiska Radet tillsatte for
att utveckla och uppratta fonden. PSI dar avsedd
for projektutveckling, -beredning och demon-
strationsprojekt framst for de inom Arktiska
Radets handlingsprogram (ACAP) identifierade
projekten. Igangsittning av verksamheten
inom fonden har dragit ut pa tiden, men under
dret har NEFCO mottagit information om att
fonden har fatt bekraftelse pa federal niva i
Ryssland. Fondens verksamhet forvantas nu
inledas under ar 2011.

NEFCO:s klimatfonder

(NEFCO Carbon Finance and Funds — CFF)
Under ar 2010 utékades engagemangen inom
klimatomradet dd NEFCO fick i uppdrag att till-
handahadlla ett antal nya initiativ och strategis-
ka program. Sammanlagt administrerar NEFCO
klimatfonder och -program for sammanlagt

172 miljoner EUR. Fonderna och programmen
presenteras nedan.

Sedan ar 2003 forvaltar NEFCO klimatfon-
den Baltic Sea Region Testing Ground Facility
(TGEF), som etablerades i anslutning till Oster-
sjoregionens forsoksomrade for s.k. gemensamt
genomférande (Joint Implementation - JI),
en av mekanismerna under Kyotoprotokollet.
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(NMF), and is intended primarily for project
development. The objective is to cooperate with
the Russian authorities and project owners to
continue high-priority environmental projects
(in ‘hot spots’) in Northwest Russia identified in
a 2003 report issued by NEFCO in collaboration
with the Arctic Monitoring and Assessment
Programme (AMAP). Altogether, some EUR 6
million has now been allocated to the fund.

In 2010, the fund approved resources for six
new projects. In all, 61 different feasibility stud-
ies and pre-project measures have received BHSF
funding. Some major initiatives during the year
have concerned the handling of hazardous waste
and oil spills, the transition to local renew-
able fuels and the development of new project
and business plans. A study into the concept of
cleaner production and its application in a ‘hot
spot’ context attracted particular attention.

The meeting of Environment Ministers of
the Barents countries in February 2010 laid
down the criteria and procedures for exclud-
ing ‘hot spots’, drawn up by a special task force
chaired by NEFCO. This task force was then
turned into a sub-working group to the Barents
Council’s environmental working group, with
special responsibility for ‘hot spots’, in close
collaboration with Russian federal and regional
environmental agencies. NEFCO’s work with
the Barents region and the BHSF could thus
focus more on identifying and implementing
measures that might actually help to tackle
these ‘hot spots’ in a relevant way.

Arctic Council Project Support Instrument
Since 2005, NEFCO has also administered the
Arctic Council Project Support Instrument (PSI).
NEFCO was part of the group of experts who
were appointed by the Arctic Council to both
establish and develop the fund. The PSI was
intended primarily for preparing and develop-
ing demonstration projects, particularly for the
projects identified within the Arctic Council
Action Plan (ACAP). The commencement of
operations within the fund has been delayed,
but NEFCO learnt during the year that the fund
had received strong support at the federal level
in Russia. The fund’s operations are expected to
start during 2011.

NEFCO Carbon Finance and Funds (CFF)
NEFCO’s commitments in the environmental
field increased in 2010 when it was commis-
sioned to handle a number of new initiatives
and strategic programmes. Altogether, NEFCO
administers carbon funds and programmes
totalling EUR 172 million. The funds and pro-
grammes are presented below.

Since 2003, NEFCO has managed the Baltic
Sea Region Testing Ground Facility (TGF) carbon
fund, which was established in conjunction with
the Baltic Sea region’s testing ground for Joint
Implementation (JI), one of the mechanisms
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Syftet med fonden dr att kopa kostnadseffektiva
reduktionsenheter fran energirelaterade och
ovriga projekt for sina investerare. Fondens
totala kapital uppgar till 35 miljoner EUR.

Investerare i TGF ar de nordiska linderna,
Tyskland och sedan 2006 de privata investe-
rarna DONG Energy (DK), Fortum Power and
Heat Oy (FI), Gasum Oy (FI), Kervo Energi (FI),
Kymppivoima Oy (FI), Outokumpu Oy (FI), Vapo
Oy (FI), Vattenfall Europe Berlin (DE/SE) och
Vattenfall Europe Generation (DE/SE).

Redan vid utgangen av ar 2009 hade TGF:s
kapital allokerats till fullo da fonden ingatt
sammanlagt tretton kopeavtal om utslapps-
reduktioner (Emission Reduction Purchase
Agreement - ERPA).

Sedan ar 2008 forvaltar NEFCO dven den
globala klimatfonden NEFCO Carbon Fund
(NeCF). Syftet med fonden ar att finansiera
miljoprojekt som uppfyller Kyotoprotokollets
krav pa s.k. gemensamt genomforande (Joint
Implementation - JI) eller mekanismen for ren
utveckling (Clean Development Mechanism
- CDM). Fonden kan ocksa finansiera sidana
projekt som reducerar klimatutsldppen efter att
Kyotoprotokollets forsta avtalsperiod 16per ut ar
2012, forutsatt att projekten uppfyller EU:s krav
pa utsldppshandel. NeCF:s totala kapital uppgar
till 115 miljoner EUR.

Investerare i NeCF 4r DONG Energy (DK),
Energistyrelsen (DK), EPV Energy Oy (FI), den
finska staten, Industrialiseringsfonden for
Udviklingslandene (DK), Kymppivoima Oy (FI),
NEFCO, den norska staten och sedan ar 2010
dven Vapo Oy (FI).

Vid slutet av ar 2010 hade NeCF ingatt elva
kopeavtal om utslappsreduktioner for sam-
manlagt 9,3 miljoner utslidppsratter (Certified
Emission Reductions - CER’s) for projekt i Indo-
nesien, Kina, Mexiko och Viet Nam. Dartill har
fonden ingatt s.k. avsiktsforklaringar (Letter
of Intent - LOI) for ytterligare atta projekt i
Indien, Indonesien, Laos och Viet Nam.

I slutet av ar 2009 etablerades Nordic Cli-
mate Facility (NCF) som finansieras av Nordiska
Utvecklingsfonden (NDF) och administreras
isamarbete med NEFCO. Fonden finansierar
klimatprojekt i de fattigaste linderna i Afrika,
Asien och Latinamerika och stéder innovativt
samarbete mellan nordiska organisationer och
foretag inom klimatrelaterade omraden. Sam-
manlagt 12 miljoner EUR har anslagits fonden
och vid utgangen av dret hade sammanlagt 14
projekt beviljats finansiering inom fonden.

I augusti 2010 etablerades ProClimate Faci-
lity (ProCF) i samarbete med NDF. ProCF dr en
finansieringsordning som beviljar garantier for
att starka forutsattningarna for klimatprojekt
iutvecklingslander genom finansiellt stod.
Sammanlagt 10 miljoner EUR har anslagits for
fonden vars verksambhet startar under 2011.

Under ar 2010 har NEFCO pa uppdrag av
de nordiska miljoministrarna latit utarbeta en
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under the Kyoto Protocol. The aim of the TCF is
to procure cost-effective carbon credits for its in-
vestors from energy-related and other projects.
The fund’s total capital is EUR 35 million.

The investors in the TGF are the Nordic
countries and Germany and, since 2006, the pri-
vate investors DONG Energy (Denmark), Fortum
Power and Heat Oy (Finland), Gasum Oy (Fin-
land), Keravan Energia (Finland), Kymppivoima
Oy (Finland), Outokumpu Oy (Finland), Vapo Oy
(Finland), Vattenfall Europe Berlin (Germany/
Sweden) and Vattenfall Europe Generation
(Germany/Sweden).

At the end of 2009, the TGF’s capital was
already fully allocated, as the fund signed a total
of thirteen emission reduction purchase agree-
ments (ERPAS).

Since 2008, NEFCO has also managed the
global NEFCO Carbon Fund (NeCF). The aim of
this fund is to finance environmental projects
that meet the requirements of the Kyoto Pro-
tocol on Joint Implementation (JI) or the Clean
Development Mechanism (CDM). The fund can
also finance projects that reduce greenhouse
gas emissions upon expiry of the Kyoto Proto-
col’s first commitment period in 2012, provided
that the projects meet the EU’s emissions trad-
ing requirements. The NeCF’s total capital is
EUR 115 million.

The NeCF’s investors are DONG Energy (Den-
mark), the Danish Energy Agency, EPV Energy Oy
(Finland), the State of Finland, the Industrialisa-
tion Fund for Developing Countries (Denmark),
Kymppivoima Oy (Finland), NEFCO, the State of
Norway, and from 2010 Vapo Oy (Finland).

By the end of 2010, the NeCF had made
eleven purchase agreements equivalent to 9.3
million Certified Emission Reduction (CER)
units for projects in Indonesia, China, Mexico
and Viet Nam. The fund also signed Letters of
Intent (LOIs) on eight more projects in India,
Indonesia, Laos and Viet Nam.

At the end of 2009, the Nordic Climate Facil-
ity (NCF) was established, financed by the Nor-
dic Development Fund (NDF) and administered
jointly with NEFCO. The fund finances climate
projects in the poorest countries in Africa, Asia
and Latin America, and supports innovative
cooperation between Nordic organizations and
companies in climate-related fields. A total of
EUR 12 million has been allocated to the fund,
and by the end of the year, 14 projects had been
granted financing from it.

In August 2010, the ProClimate Facility
(ProCF) was established in collaboration with
the NDF. The ProCF is a financing scheme that
provides guarantees to improve the conditions
for climate projects in developing countries by
way of financial support. A total of EUR 10 mil-
lion has been allocated to the fund, which will
commence operations in 2011.

In 2010, NEFCO had a report drawn up at the
request of the Nordic Environment Ministers
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rapport gallande utveckling av CDM och J1 i
samarbete med den nordiska ad-hoc-gruppen
for klimatférhandlingar. Rapporten uppmadrk-
sammar omraden dar nordiska institutioner
kan anvanda sin kompetens inom klimatfragor,
finansiering och teknologi och pa sa sitt stiarka
institutionerna i de internationella forhand-
lingarna. Ytterligare har NEFCO fatt i uppdrag
av Nordiska ministerradet att administrera en
fond for ett samnordiskt initiativ med mal-
sdttning att pa en praktisk niva skapa forut-
sattningar for utslappsminskningsprogram i
utvecklingsldnder.

Ovriga férvaltningsuppdrag

NEFCO forvaltar utover de ovannamnda fonder-
na aven ett antal andra externa fonder. Dessa

dr av s.k. trust fund typ, d.v.s. fonder dar medel
tillskjuts for ett sarskilt andamal som bidragsgi-
varen specificerar, men dar NEFCO ansvarar for
utnyttjandet av medlen.

For analys och beredning av miljoprojekt
disponeras finska anslag. For Statens Ener-
gimyndighet i Sverige (STEM) administrerar
NEFCO en del av de bidrag STEM tillhandahal-
ler for klimatprojekt. Ytterligare ingdr norska
och svenska medel for projektberedning och
-uppfoljning i Ryssland medan EU avsatt medel
for ett investeringsprogram for sma avloppsverk
iKaliningrad. NEFCO handhar dartill norska
medel som skall bidraga till introducering av
ett energibesparingsprogram i Ukraina, medel
for vattenhantering i Kenozero nationalpark i
Ryssland och medel f6r samfinansiering med
Barents Hot Spots Facility for identifiering,
utveckling och uppfoljning av projekt. Svenska
medel dr avsatta for ett samarbete inom fjarr-
varme med den ukrainska regeringen och for
projektberedning av miljoprojekt prioriterade
inom Ostersjons handlingsprogram (BSAP)
och/eller NDEP, for ett miljoprojekt pa Solovki-
Oarna i ryska Barents samt for miljoinsatser i
Kaliningrads lan. Dartill har Finland och Sverige
avsatt medel for utveckling och finansiering av
ett demonstrationsprojekt for destruering av
ozonnedbrytande substanser genom marknaden
for frivilliga kolkrediter. Likasa har finska och
svenska medel avsatts for att tillsammans med
NIB administrera en projektutvecklingsfond for
stod av genomforandet av Ostersjons hand-
lingsplan. Under ar 2010 har NEFCO dartill fatt
iuppdrag att administrera svenska medel for att
finansiera demonstrationsprojekt inom fjarr-
varme i Ukraina samt en fond for finansiering
av projekt som minskar utslappen av kortlivade
klimatpaverkande dmnen (Short Lived Climat
Forcers - SLCF) i Ryssland. For samtliga externa
fonder avger NEFCO sdrskild redovisning.

Sammanlagt for dessa 6vriga forvaltnings-
uppdrag har de olika bidragsgivarna hittills
anvisat 119,3 miljoner EUR varav de avslutade
forvaltningsuppdragens bidrag uppgar till 39,3
miljoner EUR.
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concerning the development of CDM and JI

in collaboration with the Nordic ad hoc group
for climate negotiations. The report highlights
areas where Nordic institutions can bring their
expertise to bear on climate issues, financing
and technology and hence strengthen their po-
sition in international negotiations. NEFCO has
also been commissioned by the Nordic Council
of Ministers to administer a fund for a coor-
dinated initiative aimed at creating practical
conditions for emissions reduction programmes
in developing countries.

Other management mandates

Along with the funds mentioned above, NEFCO
also manages a number of external funds. These
are trust funds in which capital is injected for a
specific purpose determined by the donor while
NEFCO is responsible for the utilisation of this
capital.

Contributions from Finland are used to ana-
lyse and prepare environmental projects. Some
of the contributions made available for carbon
projects by the Swedish Energy Agency (STEM)
are administered by NEFCO on its behalf. Nor-
wegian and Swedish funding is also available
for project preparation and follow-up in Russia,
while the EU has allocated funding to an invest-
ment programme to build small-scale wastewa-
ter treatment plants in Kaliningrad. NEFCO also
manages Norwegian funds intended for the in-
troduction of an energy efficiency programme in
Ukraine, as well as funds for water management
in the Kenozero National Park in Russia and for
co-financing project identification, development
and follow-up efforts in collaboration with the
Barents Hot Spots Facility. Swedish funds have
been allocated for cooperation in district heat-
ing with the Ukrainian government and for the
preparation of environmental projects prioritised
under the Baltic Sea Action Programme (BSAP)
and/or the NDEP, for an environmental project
in the Solovki Islands in the Russian Barents re-
gion, and for environmental initiatives in Kalin-
ingrad. Finland and Sweden have also earmarked
funds for developing and financing a demon-
stration project for the disposal of substances
that are harmful to the ozone layer through the
market for voluntary carbon credits. Finnish and
Swedish funds have also been allocated to a pro-
ject development fund to support the implemen-
tation of the Baltic Sea Action Plan, to be admin-
istered jointly with the NIB. In 2010, NEFCO was
also engaged to manage Swedish contributions
to a fund to finance demonstration projects for
district heating in Ukraine, and a fund to finance
projects to reduce emissions of short-lived cli-
mate forcers (SLCFs) in Russia. NEFCO renders
separate accounts for all these external funds.

To date, these funds have been allocated EUR
119.3 million by various donors with contribu-
tions to concluded management mandates
accounting for EUR 39.3 million of the total.
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PERSONAL

Vid utgangen av ar 2010 arbetade 27 personer
direkt for NEFCO, av vilka 2 som deltidsanstall-
da experter. Dartill r rddgivare anknutna till
NEFCO pa konsultbasis.

RESULTAT

Bokslutet uppvisar ett overskott om 458 877,49
EUR. I enlighet med tidigare praxis foreslar
styrelsen att 6verskottet atergar till verksam-
heten som balanserade vinstmedel.

PERSONNEL

At the end of 2010, NEFCO had 27 employees,
two of whom were part-time special advisors.
NEFCO also engages consultants.

FINANCIAL RESULT

The financial statements show a surplus of
EUR 458 877.49. In line with previous practice,
the Board of Directors proposes that the surplus
should be allocated to operations in the form

of retained earnings.

Helsingfors den 3 mars 2011
Helsinki, 3 March 2011

Seren Bukh Svenningsen
Ordférande Chairman

Magnis Jéhannesson

WL

Jon Kahn

e

J.

Ann-Britt Ylinen
Vice ordférande Vice-Chair

*K\W A

Harald Rensvik

Magnus Rystedt
Direktor Director

Styrelsens verksamhetsberattelse 2010
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NEFCO arbetar med medel dels fran Investe-
ringsfonden och dels fran Nordiska Miljout-
vecklingsfonden. Investeringsfonden, som
utgor den storsta resursbasen, dr ur miljosyn-
punkt indelad i foljande sektorer: Vatten- och
avloppsrening, energi, industri och avfall.
Miljoeffekterna for Nordiska Miljoutvecklings-
fonden redovisas separat.

Det 6vergripande malet med NEFCO:s verk-
samhet dr att bidra till en reduktion av forore-
ningar som hidrstammar fran Osteuropa d.v.s.
projekt som bl.a. leder till minskade utslapp i
tillrinningsomradet for Ostersjon och Barents
hav eller reduktioner av gransoverskridande
luftfororeningar. I och med att projekt med stor
nordisk miljoeffekt prioriteras, ligger tyngd-
punkten pa vatten- och luftvard.

Utgangspunkten ar att vardera varje projekts
forvantade miljoeffekter varvid projekt med
direkt och klar miljoeffekt prioriteras. I princip
omfattas alla slags atgarder som leder till en
mindre miljobelastning t.ex. genom forbattrad
reningskapacitet eller modernare industripro-
cesser. Som underlag fér NEFCO:s bedomning
analyseras dven férhallandet mellan investe-
ringen och dess forvantade kvantitativa effekter
for att finna de miljomassigt mest kostnadsef-
fektiva insatserna.

Typiska projekt dr:

e modernisering av industri- och energian-
ldggningar med atféljande positiva miljoef-
fekter for Norden och omgivande hav

e projekt i samarbete med kommunala och
andra myndigheter for att tillhandahalla
miljoservice sasom t.ex. vattenrening

e foretag som tillverkar miljoutrusning (t.ex.
utrustning for avgasrening, matinstru-
ment och vattenrening) och utrustning
for effektivare energianvandning eller som
tillhandahaller tjanster inom milj6- och en-
ergiomradet och salunda bidrar till att skapa
battre forutsattningar for genomforandet av
miljoatgarder

Miljoeffekter som uppnadtts i genomforda eller
avslutade projekt redovisas i figur 1 for totala
utsldppsreduktioner. For att erhalla jAmforbar-
het baseras redovisningen pa reduktioner eller
inbesparingar matt i ton eller megawatt per ar.

Motivet till att dven redovisa utsldppsreduk-
tioner fran projekt som for NEFCO:s del avslu-
tats, ar att anldggningarna vid postevaluering
visat sig motsvara, eller vasentligt dvertraffa,
forvantade utslappsreduktioner. Anldggning-
arnas livslangd ar betydligt langre dn lanens
aterbetalningstid och deras positiva miljoeffekt
kommer ddarmed i all vasentlighet att fortsatta
lineadrt under lang tid framover.

Resultatet for ar 2010 ar for de granskade
indikatorerna for de dominerande indikatorer-
na CO: och energi battre jamfort med resultatet
for ar 2009 (figur 1). Huvudsakligen beror for-
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NEFCO’s financial resources come partly from
the Investment Fund and partly from the Nordic
Environmental Development Fund. The Invest-
ment Fund, which has the larger resource base
of the two, is divided into four environmental
sectors: water and wastewater management,
energy, industry, and waste. The environmental
benefits of the Nordic Environmental Develop-
ment Fund are reported separately.

The fundamental goal of NEFCO’s opera-
tions is the reduction of pollution originating in
Eastern Europe. This means support for projects
that, for example, reduce discharges from
the catchment areas of the Baltic Sea and the
Barents Sea or reduce trans-boundary airborne
emissions of pollutants. As projects having a
major impact on the Nordic region are given
priority, the efforts focus on protecting water
and air quality.

When NEFCO considers projects for support,
it first assesses their expected environmental
benefits to ensure that projects with direct
and clear benefits for the environment are
given priority. In principle, any measures that
can help to reduce the burden on the environ-
ment, such as improved treatment capacity
or advanced industrial processes, are eligible.
NEFCO'’s evaluation is also based on an analysis
of the relationship between the investment and
its anticipated quantitative effects in order to
identify the projects that are environmentally
the most cost-effective.

Typical projects include:

e modernisation of industrial and power
plants that will bring environmental
benefits to the Nordic region and the
surrounding seas;

e partnerships with municipal and other
authorities to deliver environmental services
such as water treatment; and

e companies that manufacture environmen-
tal equipment (such as emission control
equipment, measuring instruments and
water treatment equipment) and equipment
to increase energy efficiency; or companies
that provide services in the environmental
and energy fields and thereby contribute to
creating a better basis for the implementa-
tion of environmental initiatives.

Environmental benefits gained in projects that
have been completed or in which NEFCO’s in-
volvement has ended are shown in Figure 1. For
purposes of comparison, the data are shown as
reductions or savings per annum measured in
tonnes or megawatts.

The justification for including emission
reductions from projects in which NEFCO is
no longer involved is that the relevant facilities
have in post-evaluation been found to match
or even significantly exceed expected reduc-
tions. The service life of an industrial facility is

NEFCO — 2010 Annual Report



battringen pa produktion av biobranslepannor,
vilket medfor att antalet installerade mega-
watt ersdtter fossil (kol) férbranning. Indirekt
paverkar detta CO: och dven konsumtionen

av fossil energi, vilket kan avlisas av energista-
pelnifigur 1.

Utvecklingen for kvave (N) och fosfor (P)
ligger pa fjoldrets niva, vilket beror pa att nya
avloppsvattenprojekt ej annu kommit igang,
samt att dven ett antal projekt avslutats.

Nedan gors en presentation av resultaten
sa att vatten- och avloppshantering, energi-,
industri-, och avfallssektorerna redovisas i sepa-
rata avsnitt. Nordiska Miljoutvecklingsfonden
presenteras i slutet av denna miljéredovisning.
De indirekta CO:-reduktionerna redovisas som
en separat stapel.

substantially longer than the repayment period
of aloan, and as a result, the positive environ-
mental effect of the facility will in all likelihood
continue in a linear way for a long time into the
future.

The results achieved in 2010 in terms of the
major indicators CO: and energy exceeded the
figures for 2009 (Figure 1) for the indicators ex-
amined. Improved performance was mainly due
to the production of biofuel boilers, as a result
of which megawatts installed replace fossil fuel
(coal) consumption. This has an indirect impact
on CO: emissions including the production of
energy using fossil fuels, which is indicated in
the energy bar in Figure 1.

The figures for nitrogen (N) and phosphorus
(P) remain at the same level as in the preceding
year, which is due to the failure to launch new
wastewater treatment projects while other
projects have been brought to completion.

Performance in the water and waste man-
agement, energy, industrial, and waste sectors
are shown in a separate section. Emission
reductions associated with the Nordic Environ-
mental Development Fund are presented at the
end of this environmental status report. Indi-
rect CO: reductions are shown as a separate bar.

Figur1  NEFCO — Totala reduktioner
Figure1 NEFCO — Total reductions
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Vatten- och avloppshantering

Huvuddelen av allt orenat kommunalt avlopps-
vatten till Ostersjon fran Baltikum kommer fran
sma- och medelstora kommuner. I samband
med de slutférda medlemskapsforhandlingarna
hade vatten- och avloppssektorn i Baltikum hog
prioritet och har dirmed uppgraderats, for att
battre mota de miljokrav ett EU-medlemskap
stdller. Detta arbete fortsdtter annu i samarbete
med bl.a. sma kommuner i Lettland och Latvian
Environmental Investment Fund (LEIF).

De positiva effekter som prioriteras ar accep-
tabel dricksvattenkvalitet och 6kad tillknyt-
ningsgrad, men framfor allt minskade utslapp
av biokemisk syreférbrukning (BOD), fosfor
och kvave till vatten, frimst till Ostersjon. Ar-
betet fortsatter i samband med stravandena till
fortsatta reduktioner inom HELCOM:s Oster-
sjoplan BSAP.

Ur figur 2 framgar att resultatet for ar 2010
inte patagligt skiljer sig fran 2009. En viss
forbattring vad gdller reduktionen av BOD
och N for ar 2010 kan noteras jamfort med
2009. Resultatet kan dock inte hanforas till
nagon allmén trend. Liksom for ar 2009, har vi
uteldmnat data fran Sydvastra reningsverket

Water and wastewater management

Most of the untreated municipal wastewater
entering the Baltic Sea from the Baltic countries
comes from small and medium-sized munici-
palities. At the time when the negotiations on
accession to the EU were under way, the water
and wasterwater management sector had a
high priority in the Baltics and systems have
subsequently been upgraded to better meet the
environmental criteria imposed by member-
ship. These efforts have continued in collabora-
tion with, among others, small municipalities
in Latvia and the Latvian Environmental Invest-
ment Fund (LEIF).

Benefits such as acceptable quality of drink-
ing water and higher water connection rates
are of great importance although top priority is
given to reduced BOD, phosphorus, and nitrogen
emissions to water areas, especially the Baltic
Sea. Work is continued along with the efforts
to achieve further reductions under HELCOM'’s
Baltic Sea Action Plan.

Figure 2 shows that the result for 2010 is not
significantly different from that for 2009.
Although a slight improvement in BOD and N
figures was achieved in 2010 compared with
20009, this does not, however, suggest any
universal trend. Because of the dominant posi-
tion of the Southwest Wastewater Treatment
Plant in St. Petersburg in terms of volumes (80
Mn m3) and energy consumption its impact
was excluded from the 2010 figures indicating
the volume of wastewater treated, just as was

Figur2 Investeringsfonden — Vatten och aviopp Figur3  Investeringsfonden — Energi
Figure2 Investment Fund — Water sector Figure3 Investment Fund — Energy sector
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i S:t Petersburg for indikatorerna behandlat
avloppsvatten pa grund av sin dominerande
volym, (80 Mn m®) och energiférbrukning. Dif-
ferensen mellan 2009 och 2010 ars behandlade
avloppsvattenvolymer dr negativ, men innebar
d andra sidan att mindre avloppsvatten behovt
renas vid tvd reningsverk i Lettland. I allmédnhet
ar svangningarna stora i reningsverken vad gal-
ler behandlade volymer, bland annat beroende
pa klimatiska och ekonomiska orsaker. Ovriga
indikatorer sa som fosfor och kvave visar pa
endast sma skillnader jamfort med 2009.

Reduktionen av suspenderat material (SS) ar
fortfarande huvudsakligen en foljd av effektiv re-
ning vid Sydvdstra reningsverket i St. Petersburg.

Pa det hela taget fungerade vattensektorn
val under ar 2010.

Energi

Forbranning av fossila branslen ger forsurande
utslapp, koldioxid som bidrar till vaxthuseffek-
ten, utslapp av kolvaten, stoft, tungmetaller
m.m. Vid lampligt teknikval och dimensionering
kan utslappen minskas och energiutbytet 6kas
kraftfullt. Effektivare energiframstdllning samt
konvertering till mindre férorenande branslen
innebar reducerade utsldpp av svaveldioxid (SO.),
kvaveoxid (NOx), CO, tungmetaller och stoft till
luften fran férbranningsprocessen.

Alla NEFCO:s energiprojekt syftar till battre
hushallning av energi, sd att positiva miljoef-
fekter uppnas. En generell minskning av ener-
giférbrukningen, en mer effektiv anlaggning
och/eller konvertering till mindre fororenande
branslen dr typiska malsdttningar i projekten.

Dar kvantitativa malsdttningar finns, har
reduktioner kunnat matas enligt figur 3.

Inom energisektorn 6kade reduktionen na-
got av koldioxidutsldppen jamfort med ar 20009.
De betydande minustecknen hos energistap-
larna beror pa att ett energiprojekt i Ryssland
endast delvis implementerats och visar samre
resultat an forvantat. Trots detta ger sektorn
som helhet ett positivt resultat avseende reduk-
tionen av CO.. Generellt har inga ovriga storre
forandringar i reduktioner gt rum under 2010.
Dessa indikatorer kan ses i figur 3.
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done in 2009. While the difference between the
wastewater volumes treated in 2009 and 2010
was negative, it also shows that less wastewater
needed to be cleaned at the two wastewater
treatment plants in Latvia. Overall, the treated
volumes vary considerably from one treatment
plant to another, due to climatic and economic
conditions, among others. Other indicators,
such as phosphorus and nitrogen, show only
minor differences relative to 2009.

As in the past, the continued reduction in
suspended solids (SS) was primarily due to the
improved efficiency of the Southwest Waste-
water Treatment Plant in St. Petersburg.

Overall, the water sector performed well in 2010.

Energy

The combustion of fossil fuels produces acidifying
emissions, CO. (which contributes to the green-
house effect), and emissions of hydrocarbons,
dust, and heavy metals, among others. With the
appropriate technology and dimensioning, emis-
sions can be reduced and efficiency increased
substantially. More efficient energy production
and conversion to less polluting fuels leads to re-
duced atmospheric emissions of sulphur dioxide
(S02), nitrogen oxides (NOx), CO-, heavy metals,
and dust from combustion processes.

All of NEFCO’s energy projects aim at im-
proving energy efficiency in order to generate
positive effects for the environment. Typical
goals for these projects include a general reduc-
tion in energy consumption, more efficient pro-
duction and/or conversion to less polluting fuels.

Where quantitative targets have been set,
reductions have been measured, as shown
in Figure 3.

Within the energy sector, the rate of reduction
in carbon dioxide emissions increased slightly
compared to 2009. The reason for the sharp dip
in energy figures is due to a single energy project
in Russia that was only partially implemented
resulting in poorer performance than expected.
Even so, the sector’ performance as a whole in
terms of CO: reductions was positive. Overall, no
major changes in reductions took place in 2010.
The indicators are shown in Figure 3.

Environmental status report 2010



Industri
Industriell verksamhet paverkar miljon pa
manga satt:

e ravaruutvinning orsakar fysiska ingrepp
inaturen

e utslapp paverkar luft, mark och vatten

e produktion av varor, t.ex. kemikalier
kan vara miljofarliga

e avfallsdeponier fororenar grundvatten
genom ldckage av olika slag och manga
slutprodukter belastar deponierna i slutet
av sin livscykel

e vissa industrier fororsakar luktproblem
och buller

e industribyggnader och transportvagar
paverkar landskapet och dndrar forutsatt-
ningarna for vaxter och djur

NEFCO:s industriprojekt syftar till battre hus-
héllning av resurser for att pa sa sitt minska
utsldpp till luft, mark och vatten. Miljoeffekten
kan uppsta som en direkt f6ljd av investe-
ringen, men dven indirekt di NEFCO stoder
foretag som producerar miljévardsutrustning,

t.ex. reningskemikalier eller isoleringsmaterial.

Effekten forverkligas i dessa fall forst i forbru-
karledet.

Jamfort med ar 2009 har reduktionen av
CO: 6kat under 2010. Det positiva resultatet
beror pa att den kumulativa produktionen
av biobranslepannor har fortsatt hos en av
NEFCO:s industriklienter. De indirekta re-
duktionerna fran dessa biopannor reflekterar
resultatet som kan ses i figur 4. Den okade
reduktionen av fossil energi bygger pa samma
grunder som den erhdllna CO.-reduktionen.
Den totala reduktionen av energikonsumtion
steg med ca 50 % jamfort med 2009.

Industry
Industrial activity impacts on the environment
in a number of ways:

e the extraction of raw materials has a
physical impact on the environment;

e emissions affect air, land, and water;

o the manufacture of certain goods such as
chemicals can be environmentally harmful;

e landfill sites pollute groundwater through
various types of leakages, and many end-
products tend to burden landfill sites at
the end of their lifecycle;

o some industries cause odours and create
noise; and

e industrial buildings and roads have an
impact on the landscape and plant and
animal habitats.

NEFCO'’s industrial projects aim at improving
resource efficiency in order to reduce emissions
to air, soil and water. Environmental benefits
can be achieved as a direct consequence of
investments but also indirectly as NEFCO sup-
ports companies manufacturing environment-
related products, such as water cleaning agents
and insulation materials. In these cases, the
benefits appear first at the consumer level.
Compared with 2009, the rate of reduction
in CO: emissions improved in 2010. The positive
outcome was due to the cumulative effect of the
continued production of biofuel boilers by one of
NEFCO’s clients. The indirect reduction in emis-
sions achieved with biofuel boilers is reflected
in Figure 4. The increased reduction in the use
of energy produced using fossils fuels is due to
the same circumstances as the reduction in CO:
emissions. The total reduction in energy use
increased by around 50% as compared to 2009.

Figur4  Investeringsfonden — Industri Figur5 NMF — Totalt
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Avfall
Avfall ar ett miljoproblem ur flera olika
synvinklar:

e fran avfallsdeponier licker giftiga &mnen och
andra fororeningar ut till luft, mark och vatten

e forbranning av avfall ger miljostorande
luftutslapp

e avfallshantering kraver omfattande transporter

e ¢j dteranvant avfall tir pa naturresurserna

Det overgripande syftet med NEFCO:s delta-
gande i avfallsprojekt dr att minimera mangden
avfall och att omhdnderta den allt storre mang-
den avfall pa ett battre sitt, exempelvis genom
sortering, atervinning och/eller ateranvand-
ning. Projekten avser bade hushallsavfall och
industriavfall som kan innehalla papper, plast,
kemikalier, tungmetaller m.m.

Under ar 2010 startades inga nya avfallspro-
jekt men i Karelen fortgar planering for effek-
tiverad avfallshantering. Reduktionen av Ntot
fran avfallsdeponin i Sillamé&e utgor fortfarande
en betydande faktor i reduktionen av narsalts-
utslapp till Ostersjon. Forutom kvive har aven
betydande mangder radioaktiva isotoper hin-
drats att na Finska viken genom att deponin nu
stabiliserats, 6vertdckts och isolerats fran havet.

Nordiska miljoutvecklingsfonden (NMF)
Medel ur Nordiska Miljoutvecklingsfonden
anvisas som stod till specifika miljoprojekt i
Nordens niaromrade. Syftet ar att uppna positiva
miljoeffekter genom att starka lonsamhets-
forutsattningarna for angeldgna miljoprojekt,
mojliggora storre risktagning vid finansiering-
en, tidigarelagga projektens genomforande eller
fa fram additiva miljéinvesteringar. Stodet skall
utgora ett komplement till bilaterala insatser.
En del av NEFCO:s deltagande har utgjorts av
s.k. twinning-verksamhet eller institutionell
utveckling, framst i samband med NEFCO:s
lettiska vatten- och avloppsprojekt (V/A-projekt).
Cenom twinningen okar forutsattningarna
for att projekten skall lyckas dven pa lang sikt,
exempelvis genom forbattrad drift och battre
underhall. Flera projekt har nu aterbetalats, men
reduktionerna fortsitter annu genom det ge-
nomforda samarbetet med de Baltiska landerna.
Jamfort med ar 2009 kan en viss forbattring
av reduktionerna av energikonsumtion och CO:
konstateras (Figur 5). Trenden dr dven smatt
positiv for indikatorer for andra luftutslapp an
COs.. For ndrsalterna kvave och fosfor ar laget
ndgot samre dn under 2009, men variationen
ligger inom felmarginalen.
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Waste
Waste causes a range of environmental
problems:

e toxins and other pollutants escape
from landfill sites into air, soil, and water;

@ waste incineration causes air pollution;

@ waste management involves extensive
transportation; and

o waste depletes natural resources if not recycled.

The overall aim of NEFCO'’s participation in
waste projects is to minimise the amount of
waste and to deal with the ever-increasing
amount of waste in improved ways, e.g. through
sorting, re-use, and/or recycling. These projects
target both household and industrial waste,
which can include paper, plastics, chemicals,
and heavy metals.

While no new waste projects were launched
in 2010, work continues on the plans to improve
efficiency in waste management in Karelia. The
reduction in nitrogen discharges (Ntot) from
the landfill in Sillamde continues to play an im-
portant part in the efforts to manage nutrient
levels in the Baltic Sea. In addition to nitrogen,
the project has also helped to stop the entry of
significant amounts of radioactive isotopes into
the Gulf of Finland by stabilising and covering
the landfill and isolating it from the sea.

Nordic Environmental Development Fund (NMF)
Financing from the Nordic Environmental
Development Fund is used to support spe-
cific environmental projects in the regions
neighbouring the Nordic countries. The goal is
to attain environmental benefits by enhanc-
ing the potential profitability of high-priority
environmental projects, facilitating financing
with higher risk, advancing the completion of
projects, or by attracting additional environ-
mental investments. This support is intended
to complement bilateral initiatives. NEFCO’s
participation has also involved ‘twinning activi-
ties’ or institutional development, primarily in
connection with NEFCO’s Latvian water and
wastewater project. Twinning also increases
the likelihood of projects succeeding in the long
term, for example through improved operation
and maintenance. While funding for several
projects has now been repaid, further reduc-
tions are being achieved through the coopera-
tion carried out with the Baltic countries.
Compared with 2009, performance im-
proved slightly in terms of reductions in energy
consumption and CO: emissions (Figure 5). A
modestly positive trend is also discernible for
other atmospheric emissions beside CO.. With
nutrients such as nitrogen and phosphorus,
performance was slightly weaker than in 2009
yet the variation is within the error margin.
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Renare produktion

Renare teknologi syftar till minskning av indu-
strins miljofororeningar genom battre hus-
hallning med ravaror och energi, justering av
processer och minskat sloseri. Den overgripande
malsidttningen for finansieringsordningen

for renare produktion ar att genom en serie
positiva exempel pa s.k. win-win projekt, inféra
ett tinkande forenligt med hallbar utveckling
inom industri och annan produktionsverksam-
het. Utgangspunkten ir att varje projekt som
godkanns under finansieringsordningen har
konkreta, positiva och matbara miljoeffekter.

Investeringar i renare teknologi resulterar
ien reell reduktion av utslapp och/eller avfall.
En mer miljévanlig produktion och konsum-
tion uppnas genom t.ex. anvandning av mindre
resurskravande processer. Prioritet ges till de
projekt som bidrar till positiva miljoeffekter for
den nordiska regionen, d.v.s. projekt som leder
till minskade utslapp till Ostersjon eller Barents
hav eller minskade gransoverskridande och
globala luftutsliapp. Foretrddesvis har sma eller
medelstora privata foretag, via investeringar i
renare produktion i sina processer, bidragit till
sankta utsldpp till luft och vatten.

Vad giller miljoeffekterna, redovisas nedan
ett antal utvalda parametrar, ddr kvantitativa
reduktioner har redovisats (figur 6a-b). Sma
men positiva skillnader i reduktioner jam-
fort med ar 2009 kan noteras beroende pa att
relativt fa nya projekt kommit igang. Patagliga
reduktioner (figur 6b) kan noteras avseende
BOD och SS vad galler utslapp till vatten. Dessa
reduktioner beror pa arets resultat fran en fa-
nérfabrik i Komi som nu framgangsrikt fortsatt
med sin rapportering. Ovriga indikatorer visar
inga storre forandringar.

Cleaner production
Cleaner production aims at reducing industrial
pollution through improved resource and energy
efficiency, process modifications, and reduced
wastage. The overriding objective of this financ-
ing facility is to use a series of positive examples
of ‘win-win’ projects to instil a mindset that is
compatible with sustainable development in
industry and other forms of production. The
starting point for each project approved under
the scheme is that it should bring about clear
and measurable environmental benefits.
Investments in cleaner technology result
in real reductions in emissions and/or waste.
More environmentally friendly production
and consumption are achieved through, for
example, the use of less resource-intensive pro-
cesses. Priority is given to projects that provide
environmental benefits to the Nordic region,
i.e. projects that will result in reduced emis-
sions into the Baltic Sea or Barents Sea, or those
resulting in reduced transboundary and global
air pollution. In particular, small and medium-
sized private companies have helped to reduce
emissions to air and water by making invest-
ments in cleaner technology in their processes.
Selected parameters relevant to environmen-
tal benefits are presented in Figures 6a-b, where
quantitative results have been reported. Minor
yet positive differences in reductions were
recorded relative to 2009 due to the fact that
relatively few new projects were launched dur-
ing the reporting period. As far as emissions to
water are concerned (Figure 6b), substantial re-
ductions are noted for BOD and SS. These reduc-
tions are due to a plywood mill in Komi that is
successfully continuing with regular reporting.
The other indicators show no major changes.

Figur6a NMF — CP. Reduktioner till luft Figur6b  NMF — CP. Reduktioner till vatten
Figure 6a NMF — CP. Reduction of emissions to air Figure 6b NMF — CP. Reduction of emissions to water
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Godkanda
projekt ar 2010
Approved
projects in 2010

Verksamhetsland
Distribution by country

iy,

4

@ Estland Estonia 9,8 %

© Lettland Latvia12,1%
Litauen Lithuania10,3 %

@ Polen Poland 11,3 %

© Slovakien / Tjeckien
Slovakia / Czech Rep.11%
Ryssland Russia 48,7 %

@ Ukraina Ukraine 6,8 %

© Vitryssland Belarus 0,1 %

Sektorfordelning
Distribution by sector

@ Vatten Water 26,7 %

© Industri Industry 40,1 %
Energi Energy 28,6 %

® Avfall Waste 3,7 %

© Lantbruk Agriculture 0,9 %

Godkanda projekt ar 2010

INVESTERINGSFONDEN

INVESTMENT FUND

Investeringsdrenden (9 st)

Investments (9)

Ukraina
Produktion av vattenburen
malarfarg (Sverige)

Litauen
Grabupeliai biogasprojekt
(Finland)

Ryssland

Vatten- och avloppshantering
i Murmansk

(AMAP, NMR, BHSF)

Baltikum
Fornybar energiproduktion
(Norge)

Ukraina

Rivne och Soshenko-
Makarovo flarrvarmeprojekt
(Sverige)

Ryssland

Vatten- och avloppshantering
i Pionersk, Svetlogorsk,
Zelenogradsk

(Sverige, NDEP, EU)

Ryssland

Laneprogram for energi-
effektiviseringsprojekt
(Danmark, Finland, GEF)

Estland
Genomforing och drift av
biogasanlaggningar (Norge)

Ryssland
Trapelletsproduktion i
Archangelsk (Sverige)

Ukraine
Water-based paint production
(Sweden)

Lithuania
Grabupeliai biogas project
(Finland)

Russia

Water and wastewater
management in Murmansk
(AMAP, NCM, BHSF)

Baltics
Renewable energy production
(Norway)

Ukraine

Rivne and Soshenko-
Makarovo district heating
project (Sweden)

Russia

Water and wastewater
management in Pionersk,
Svetlogorsk, and Zelenogradsk
(Sweden, NDEP, EU)

Russia

Loan programme for
energy efficiency projects
(Denmark, Finland, GEF)

Estonia
Establishment and operation
of biogas facilities (Norway)

Russia
Wood pellet production in
Archangel (Sweden)

Approved projects in 2010



INVESTERINGSFONDEN

INVESTMENT FUND

Tilldggsinvestering (2 st)

Supplemental investments (2)

Ryssland
Produktion av férpacknings-
material (Finland)

Russia
Production of packaging
materials (Finland)

Polen
Modernisering av ett tenn-
smalteri (Danmark)

Poland
Modernisation of tin smelting
works (Denmark)

Intresseindikationer (11 st)

Expressions of interest (11)

Ryssland
Insamling och atervinning
av glas (Finland)

Russia
Collection and recycling of glass
(Finland)

Ukraina
Fjdrrvarme (Sverige)

Ukraine
District heating (Sweden)

Ukraina
Finansieringsordning for bio-
dynamisk odling (Danmark)

Ukraine
Funding facility for organic
farming (Denmark)

Ukraina

Kunskapsoverforing,
samfinansiering av miljoprojekt
(nordisk teknologi)

Ukraine

Transfer of knowledge,
co-financing of environmental
projects (Nordic technology)

Ukraina

Modernisering

av fabrik for sanitetsvaror
(Finland/Sverige)

Ukraine

Modernisation of sanitary
products factory
(Finland/Sweden)

Ryssland

Laneprogram for energi-
effektiviseringsprojekt
(Danmark, Finland, GEF)

Russia

Loan programme for energy
efficiency projects
(Denmark, Finland, GEF)

Lettland
Jaunpils biogasprojekt
(nordisk teknologi)

Latvia
Jaunpils biogas project
(Nordic technology)

Lettland
Malpils biogasprojekt
(nordisk teknologi)

Latvia
Malpils biogas project
(Nordic technology)

Lettland
New Heat biogasprojekt
(nordisk teknologi)

Latvia
New Heat biogas project
(Nordic technology)

Ryssland
Trapelletsproduktion i
Archangelsk (Sverige)

Russia
Wood pellet production in
Archangel (Sweden)

Ukraina Ukraine

Danosha biogasprojekt Danosha biogas project
(Danmark) (Denmark)
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NMF — Verksamhetsland
NMF — Distribution by country

I.\‘

@ Estland Estonia 4.4 %

© Lettland Latvia 11,8 %
Litauen Lithuania 51 %

@ Polen Poland 2,1 %

© Ryssland Russia 58,5 %
Ukraina Ukraine 17,7 %

@ Vitryssland Belarus 0,5 %

NMF — Sektorfordelning
NMF — Distribution by sector

\

@ Vatten Water 15,3 %

© Lantbruk Agriculture 9 %
Avfall Waste 17 %

@ Energi Energy 324 %

@ Industri Industry 26,3 %

Fotnot / Footnote

AMAP  Arctic Monitoring and
Assessment Programme
BHSF Barents Hot Spots Facility
EU European Union
GEF Global Environment Facility
NCM Nordic Council of Ministers
NDEP  Northern Dimension
Environmental Partnership
NMR Nordiska Ministerradet

NEFCO — 2010 Annual Report



NORDISKA MILJOUTVECKLINGSFONDEN (NMF)

NORDIC ENVIRONMENTAL DEVELOPMENT FUND (NMF)

Investeringsdrenden (1 st)

Ryssland
Allokering av medel till Barents
Hot Spots Facility (BHSF)

GODKANDA projekt,
renare produktion (9 st)

Ukraina
Uppgradering av utrustning
inom kaffeforadling

Ukraina
Modernisering av bransle-
stationer for gas

Ukraina
Atervinning av varme frén
produktion inom kexindustrin

Ukraina
Modernisering av utrustning for
tillverkning av armerad betong

Ukraina

Modernisering av produktions-
processerna inom tillverkning
av maskinell utrustning

Ukraina

Modernisering av produktions-
processerna inom bageriverk-
samhet i Lviv

Vitryssland
Modernisering av varme-
panncentral i en fabrik for
kottforadling

Ukraina

Modernisering av produktions-
processerna inom bageriverk-
samhet i Dnipropetrovsk

Ukraina

Reservering av medel for
demonstrationsprojekt inom
flarrvarmesektorn i Ukraina

GODKANDA projekt,
energieffektivisering (2 st)

Ryssland
Energibesparingsdtgdrder i 10
skol- och daghemsbyggnader
i Murmansk

Ukraina
Energibesparingsatgarder i kom-
munalt agda byggnader i Lviv

GODKANDA projekt, Barents
Hot Spots Facility (6 st)

Murmansk, Ryssland
System for hantering och
sanering av oljespill

Karelen, Ryssland
Energiforsorjning

baserad pa konvertering till
biobransle i Valdaj

Ryssland
Informationsinsamling inom
fornybar energi i det ryska
Barentsomradet

Komi, Ryssland
Strategi och handlingsplan
for avfallssektorn

Archangelsk, Ryssland
Konvertering av mindre
energisystem

Archangelsk, Ryssland
Konvertering av mindre
energisystem, fas 2

NEFCO Carbon Fund (NeCF)

8 nya kopeavtal (ERPA)

Nordic Climate Facility (NCF)

14 avtalade projekt

Godkanda projekt ar 2010

Investments (1)

Russia
Allocation of funds for the
Barents Hot Spots Facility (BHSF)

APPROVED Cleaner
Production projects (9)

Ukraine
Upgrading of coffee
processing equipment

Ukraine
Modernisation of natural
gas filling stations

Ukraine

Recovery of heat from
the production process in
the biscuits industry

Ukraine
Modernisation of reinforced
concrete production machinery

Ukraine

Modernisation of production
processes in the manufacture
of mechanical engineering
products

Ukraine
Modernisation of production
processes in bakeries in Lviv

Belarus
Modernisation of heating plant
in @ meat-processing facility

Ukraine

Modernisation of production
processes in bakeries in
Dnipropetrovsk

Ukraine

Appropriation of funds for

a district heating demonstration
project

APPROVED Energy Savings
Credits projects (2)

Russia

Energy saving measures in 10
school and day-care buildings
in Murmansk

Ukraine
Energy saving measures in mu-
nicipally owned buildings in Lviv

APPROVED Barents Hot Spots
Facility projects (6)

Murmansk, Russia
Oil spill management and
clean-up system

Karelia, Russia
Energy supply based on
conversion to biofuel in Valday

Russia

Data gathering on
renewable energy in the
Russian Barents Region

Komi, Russia
Strategy and action plan for
the waste management sector

Archangel, Russia
Conversion of small-scale
energy systems

Archangel, Russia
Conversion of small-scale
energy systems, Phase 2

NEFCO Carbon Fund (NeCF)

8 new Emission Reduction
Purchase Agreements (ERPA)

Nordic Climate Facility (NCF)

14 contracted projects

Approved projects in 2010



Rapport over
totalresultat 1.1-31.12

(Beloppen i EUR) Not 2010 2009
Intdakter

Rantelntakter pa placenngar hos kred|t|nst|tut (4) 1 057 004 2 414 790
Rantelntakter pa utlamngen 720 410 955 799
Nettoresultat av finansiella transal<t|oner (1) l 204 022 12 713 148
Ovriga |nta|<ter 2) 2 323 212 2 320 765
Intdkter totalt 5304 648 18 404 502
Verksamhetskostnader

Bankkostnader 253 185

@@®

SR

4 509 139

7 734

24 844

3 695 806
23 969

Valutakursdlfferenser —6 311
Nedskrlvnmg av krediter / aterformgar (6) 303 800 —7 109
Verksamhetskostnader totalt 4845770 3706 541
ARETS RESULTAT 458 877 14 697 961
Flnan5|ella t|||gangar som kan sdljas = -1948103
Totalresultat 458 877 12749 858
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Rapport over
finansiell stillning 31.12

(Beloppen i EUR)

Not 2010

2009

e e

Placeringar hos kreditinstitut

(4)(5) 81448140

11629778
102 314770

122 327 467

113944 548

Diverse fordringar

772411

(9) 19 046

Materiella tillgangar

et
I iy
UL

(9) 21686

387 823
465250
14481586
119867477

5000 000
18873

10 364

SUMMA TILLGANGAR

156 612771

154175920

Diverse skulder

Eget kapital

4 500 000

Balanserade vinstmedel

Arets resultat

2492195
(10) 113 406 560
24 557177
11197961
458 877

514 222

113 406 560
24 557 177

1 000 000

14 697 961

Summa eget kapital

154 120576

153 661 698

SUMMA SKULDER OCH EGET KAPITAL

156 612 771

154175920
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Rapport over finansiell stallning

1269 207

1232573



Forandringar
i eget kapital

o
= T 9 n [
2 S E @ T 5
s 8 5 £ 5 -g g % = 2 o
L~ d (7] 0 ¥
5% 28% g 2 E ek y & -
v £ -] X 3T g % o= B35 ]
. 2B 9 2 2 g5 w .S ] = E °
(Beloppen i EUR) E w £ £ < > 2 oS L > o £ [
Ingdende balans 1.1.2009 113406 560 24 365 298 1 000 000 1948 103 191 879 140911 840
Overforing till reservering for
investerings-/kreditforluster 191 879 -191 879 =
Overforing till Verksamhetsfond = =
Inbetalt grundkapital = =
Forandringar i verkligt varde -1948103 -1948103
Arets resultat 14 697 961 14 697 961
Utgaende balans 31.12.2009 113406560 24557177 1 000 000 = = 14697961 153661698
Ingdende balans 1.1.2010 113406 560 24 557177 1 000 000 = - 14697961 153661698
Overforing till
balanserade vinstmedel 11197 961 -11197 961 =
Overforing till reservering for
investerings-/kreditforluster - -
Overforing till Verksamhetsfond 3500 000 -3 500 000 =
Inbetalt grundkapital = =
Arets resultat 458 877 458 877
Utgadende balans 31.12.2010 113406560 24557177 4500000 11197961 = 458 877 154120576
Forslag till disposition av 6verskottet: 2010 2009
Avsattning till balanserade vinstmedel 458 877 11197 961
Avsattning till Verksamhetsfond = 3500000
ARETS RESULTAT 458 877 14 697 961
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Kassaflodesanalys
1.1-31.12

(Beloppen i 1000 EUR)

Forandring i upplupna rantor

Kassaflode fran rorelsen

2010 2009
R 14698
. o 24
2 e _1551
1 oy -
,‘,‘_492 ........................ _256
B _1948
. Lo 1376
4784 12343
""2,881
-1 917 -
_2 e _1150
3 L 3605
R -

Férandring av materiella och immateriella tillgangar

Netto kassafléde fran investeringar

20 867 —36 550
1301 463
-36 -10
24 466 -30 386
29 250

SUMMA LIKVIDA MEDEL

3668 4152
37 211 7478
40 879 11630

NEFCO — 2010 Arsredovisning

Kassaflodesanalys
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Noter
till bokslutet

52 / 53

ALLMANNA VERKSAMHETSPRINCIPER
Nordiska Miljofinansieringsbolagets (hddan-
efter kallat bolaget eller NEFCO) verksamhet
grundar sig pa en 6verenskommelse av den 6
november 1998 mellan Danmarks, Finlands,
Islands, Norges och Sveriges regeringar och
dartill anslutna stadgar som fran den 9 oktober
1999 ersatte den tidigare overenskommelsen
av den 2 mars 1990 om upprdttande av bolaget.
Denna overenskommelse starker bolagets status
som multilateral finansieringsinstitution

samt dess rattsliga stdllning.

NEFCO har till andamal att frimja inves-
teringar av nordiskt miljéintresse i Osteuropa
genom att bidra till att finansiera foretag i
dessa lander.

Bolaget har stdllning som internationell
juridisk person med full rittshandlingsformaga
och dr i medlemsldanderna undantaget fran
betalningsrestriktioner och kreditpolitiska at-
garder. Overenskommelsen fran 1998 innehaller
daven immunitetsbestammelser och befriar
bolaget fran all beskattning.

Bolaget verkar i Nordiska Investeringsban-
kens lokaler i Helsingfors.

Bolaget forvaltar aven medel pa uppdrag av
olika bidragsgivare i form av trust funds.

SAMMANFATTNING AV VASENTLIGA
REDOVISNINGSPRINCIPER
Grund for upprattande av bokslut
Bolagets redovisning har upprattats i overens-
stammelse med International Financial Reporting
Standards (IFRS) utfardade av International
Accounting Standards Board (IASB). Bolagets raken-
skaper fors i euro.

Bolagets bokslut presenteras i euro och grun-
das pa historisk anskaffningskostnad med de
undantag, vilka beskrivs i det foljande.

Bedomningar vid upprittande av bokslut
Upprattande av bokslut kraver att ledningen
gor uppskattningar som paverkar redovisat
resultat, finansiell stdllning och upplysningar.
Dessa uppskattningar grundas pa tillganglig
information och ledningens bedéomningar.
Framtida utfall kan avvika fran gjorda bedém-
ningar, och avvikelserna kan vara vasentliga i
relation till bokslutet.

NEFCO — 2010 Arsredovisning

Valutaomrakning

Monetdra tillgangar och skulder i andra valutor
an euro omraknas enligt Europeiska central-
bankens noterade eurokurser (not 12). Realise-
rade och orealiserade kursvinster och kursfor-
luster redovisas separat under posten Valuta-
kursdifferenser i rapporten over totalresultatet.
Icke-monetara tillgangar redovisas till trans-
aktionsdagens kurs.

Likvida medel

Likvida medel bestar av monetara tillgangar och
placeringar med ursprunglig maturitet pa upp
till 6 manader.

Placeringar hos kreditinstitut

NEFCO placerar sin likviditet, huvudsakligen i
euro, hos kreditinstitut. Placeringarna har fore-
tradesvis skett hos Nordiska Investeringsbanken
(NIB) till gdllande marknadsrantor.

Depositioner hos kreditinstitut klassificeras
i enlighet med IAS 39 som investeringar vilka
halls till forfall och redovisas vid 6verforingen
av de likvida medlen till anskaffningsvarde
(normalt nominella vardet). Aven i arsredovis-
ningen upptas placeringarna till anskaffnings-
vardet. Upplupen ranta pa placeringarna redo-
visas i posten Upplupna rantor i rapporten over
finansiell stdllning. P4 grund av placeringarnas
korta maturitet ar skillnaden inte vasentlig
mellan placeringarnas verkliga varde och det
bokforda vdrdet inklusive upplupen ranta.

I kassaflodesanalysen redovisas placeringar
med en maturitet 6ver 6 manader som investe-
ringar och redovisas i rapporten over finansiell
stallning under posten Placeringar hos kredit-
institut.

Noter till bokslutet



Utlaning

Bolagets 1an har en maturitet pa mellan 1 och

8 ar. Av utestaende lan ar 83 % lan i euro, medan
17 % ar 1an i rubel. Av totalt 16 1an har 12 1an rorlig
ranta, d.v.s. 3 eller 6 man Euribor eller Euro Libor
(Mosprime for RUB) plus marginal. De 6vriga

4 1anen har fast ranta. Lanen med rorlig rinta
aterbetalas i de flesta fall i lika stora halvariga ra-
ter, med undantag av ett fatal dar amorterings-
ratens storlek trappas ned de sista aren.

Lan inom offentlig sektor dr lamnade i hu-
vudsak mot kommunal risk, medan lan inom
privatsektor i regel har sdakerhet i form av pant
i foretagets tillgangar eller i form av negativ
Kklausul och andra finansiella dtaganden.

Lanen redovisas nar 6verforing av likvida
medel sker till lantagaren. Lanen redovisas ini-
tialt till anskaffningskostnad inklusive even-
tuella transaktionskostnader. Fordringar vilka
uppkommer i den normala verksamheten redo-
visas till anskaffningsvardet med eventuellt
avdrag for nedskrivningar.

I avsaknad av relevanta marknadsrantor som
avspeglar lanevillkoren har inte verkligt varde
kunnat berdknas for notuppgifterna pa ett till-
forlitligt satt. NEFCO:s bedomning ar emellertid
att verkligt vdrde inte 6verstiger bokfort varde.

De utestaende lanen Klassificeras i enlighet
med IAS 39 som lanefordringar.

Nedskrivningar av krediter

Bokforingen av nedskrivningar baseras pa in-
dividuell provning av utestaende lan. Nedskriv-
ningar belastar arets resultat och redovisas pa
egen rad i rapporten over totalresultat.

Immateriella tillgangar

Immateriella tillgangar avser framst investe-
ringar i programvara och licenser for utveckling
av Project Management System. Investeringar
redovisas till anskaffningsvarde och avskrivs
over tillgangarnas bedémda nyttjandeperiod
vilka uppgar till mellan 3 och 5 ar. Avskrivning-
arna fordelas linjart.

Materiella tillgangar

De materiella tillgdngarna redovisas till an-
skaffningsvarde med avdrag for avskrivningar
berdknade efter tillgangarnas bedémda nytt-
jandeperiod. Avskrivningstiden for materiella
tillgangar faststalls genom individuell provning
och uppgar i normala fall till 3-5 ar.

NEFCO — 2010 Arsredovisning

Nedskrivningar avimmateriella och
materiella tillgingar

NEFCO:s tillgdngar provas arligen med av-
seende pa bestdende vardenedgang. Om indi-
kationer pa bestaende virdenedgang foreligger
berdknas tillgangarnas atervinningsvarde som
grund for nedskrivning.

Investeringstillgangar

NEFCO varderar sina investeringstillgangar
till gangse vdrde. Bolaget utvdrderar kontinu-
erligt sina investeringstillgangar individuellt
enligt en egen varderingsmetod. En uppskatt-
ning av det gangse vardet ar dock i hog grad
beroende av marknadsforutsattningar i respek-
tive land och andra icke paverkbara faktorer,
Ifall gdngse varde ej gar att bestimma anvands
anskaffningsvardet.

Vardering till gingse varde Kklassificeras
enligt verkligt varde-hierarkin:

Niva 1 — Noterade marknadspriser i en aktiv
marknad for identiska tillgangar

Niva 2 — Varderingsmodell baserad pa
observerbara kriterier, antingen direkt (dvs.
som priser) eller indirekt (dvs. som hdrror fran
priser). I denna kategori ingdr tillgangar som
varderas pa basen av noterade marknadspriser
i en aktiv marknad for motsvarande tillgangar,
noterade priser i en mindre aktiv marknad
for identiska eller liknande tillgangar eller
andra varderingsmetoder dar alla signifikanta
kriterier direkt eller indirekt kan observeras
pa marknaden.

Niva 3 — Varderingsmetod som baserar sig
pa signifikanta kriterier som inte gar att direkt
observera. Denna kategori inkluderar alla till-
gangar dar varderingsmetoden beaktar kriterier
som inte gar att observera och dar dessa krite-
rier har en signifikant betydelse for vardering
av tillgangar.

NEFCO:s investeringstillgangar faller endast
under Niva 2 och Niva 3.

Se fordelning under not 7.
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Eget kapital
Inbetalt grundkapital uppgick till sitt fulla be-
lopp 113,4 miljoner EUR per 31.12.2007.
Harutover har bolaget under eget kapital
byggt upp en reserv av allman karaktar for
forlustrisker i utestdende lan och investe-
ringstillgdngar. Reserven anvands for att tacka
betydande investerings- eller kreditforluster i
bolagets verksamhet.
I NEFCO:s eget kapital ingar avsatta medel
till Verksamhetsfond for att sdkerstdlla resurser
for bolagets utveckling samt projektberedning.

Administrationskostnader

NEFCO Kkoper service i form av administrativa
tjanster av narstdende parter, NIB. Kostna-
derna for tjansterna redovisas under ovriga
administrationskostnader (not 2). Finska staten
erlagger till bolaget en vardlandsersattning
som motsvarar den skatt som uppburits pa
personalens 16neinkomst fran bolaget. Vard-
landsersattningen redovisas som avdrag fran
administrativa kostnader (not 2).

Redovisning av pensioner

I enlighet med vardlandsoverenskommelsen
mellan bolaget och Finlands regering, ansvarar
bolaget for de anstdlldas pensionsskydd till sitt
fulla belopp. NEFCO tillampar for sina anstadllda
den finska pensionsordningen for statsanstall-
da. Pensionsavgifterna, vilka betalas till Statens
pensionsfond, faststdlls som en procentuell
andel av lonesumman. Statsradet beslutar om
grunderna for avgiften och statskontoret fast-
staller avgiftens storlek.

Bolaget erldgger arligen pensionsavgifter till
Statens pensionsfond och vid arsskiftet 2010
var bolagets pensionsansvar tackt till sitt fulla
belopp. Den allmdnna pensionsaldern enligt
det finska pensionssystemet ar for narvarande
63-68 ar.

NEFCO har aven ett tillaggspensionssystem
for fast anstallda. Tillaggspensions-forsakring-
en ar en kollektiv gruppensionsforsakring som
baserar sig pa en premiebaserad pensionsplan
(defined contribution plan).

NEFCO har for sina anstallda, utover det
obligatoriska socialforsdakringssystemet, aven
tecknat en utvidgad olycksfallsforsakring, en
livforsakring, en sjukkostnadsforsakring samt
en reseforsakring.
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Standarder, andringar och tolkningar

som trader i kraft 2010

Forandringar i standarder bekriftade av IASB,

vilka tradde i kraft 1 januari 2010 eller senare har

inte signifikant inverkan pa bolagets bokslut.
NEFCO har inte valt tidig tillampning av

foljande standarder, dndringar och tolkningar:

o IFRS 9 Finansiella instrument (ersatter
IAS 39); trader i kraft den 1 januari 2013.

o Reviderad IAS 24 Upplysningar om nar-
staende; trader i kraft den 1 januari 2011.

Som arliga forbattringar av IFRS har IASB revi-
derat och skall revidera ett antal av de existe-
rande standarderna. Bolaget forutser att de inte
kommer att ha nagon signifikant inverkan pa
kommande bokslutet.

NEFCO:S RISKHANTERING

Andamalet med NEFCO:s verksamhet ar att
med riskkapital eller 1an finansiera investering-
ar i Osteuropa av nordiskt miljéintresse. Det
inbetalda grundkapitalet, Investeringsfonden,
anvands for finansiering av NEFCO:s investe-
ringar. Dartill har NEFCO en riskreserverings-
fond som uppgar till ca 21,7 % av grundkapitalet.
De huvudsakliga finansiella riskerna, kredit-
risk, marknadsrisk, likviditetsrisk och operativ
risk hanteras med omsorg, med riskhante-
ringen nara integrerad i NEFCO:s affdarsrutiner.
NEFCO:s finansiella investeringar kan inte
overstiga det inbetalda grundkapitalet.

Valutarisk

Utestdende 1an dr nominerade i euro och ryska
rubel. Rubel utlaningen ar 16,9 % av utestdende
1an och omfattar ett 1an. NEFCO bar en risk
irubel under utbetalningsperioden som inte ar
sakrad mot valutakursfluktuationer. I annan
verksamhet ar valutarisken obetydlig.
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Kreditrisk, marknadsrisk

Kreditrisken ar NEFCO:s huvudsakliga finan-
siella risk. Den utgors av risken att bolagets
lantagare eller andra motparter inte uppfyller
sina avtalsenliga dtaganden och att stdlld saker-
het inte tdacker bolagets krav. I enlighet med
NEFCO:s mandat kan alla bolagets investering-
ar klassas som hog risk. Den storsta delen av
risken utgors av egenkapitalinvesteringar i fore-
tag i verksamhetslanderna, vilka utgor 12,7 % av
det inbetalda grundkapitalet.

Aven NEFCO:s laneverksamhet utgor en
risk. Sakerhet for lanen utgors av kommunal
garanti (27,9 %) eller i vissa fall statsgaranti
(1,7 %), medan olika typer av pant eller moder-
bolagsgaranti utgor 26,3 %. Negativ klausul
och andra finansiella atagande utgor 38 %.
Utestaende 1an utgor 11,9 % av grundkapitalet.
Kreditrisken gallande NEFCO:s egenkapitalin-
vesteringar och lantagare analyseras grundligt
fore presentation till NEFCO:s styrelse, som
fattar beslut om bolagets investeringar. Den
maximala kreditriskexponeringen pa balansda-
gen utgors av de utestaende beloppen for lanen
och investeringstillgangarna, dvs 27,9 miljoner
EUR den 31 december 2010. De ackumulerade
riskreserveringarna skyddar bolagets grundka-
pital fran forluster.

Ovriga kredit- eller marknadsrisker ar mini-
mala pd grund av att NEFCO:s verksamhet en-
bart baserar sig pa det inbetalda grundkapitalet.

Ranterisk

Ranterisk beskriver den inverkan som fluktua-
tioner i marknadens ranteniva kan ha pa bola-
gets rantebadrande tillgdngar och ddrigenom pa
dess ranteintdkter.

Av utestaende 1an 16per 76,5 % med rorlig
ranta och 23,5 % med fast ranta fram till sista
aterbetalningsdag. Fordelningen av utestaende
1an enligt rantebindningstiden framgar i not 11.
Likviditetsreserven pa ca 122 miljoner EUR pla-
ceras huvudsakligen i bankdepositioner bundna
upp till ett ar. Forfallodagarna ar spridda jamnt
over aret. Ranterisken dr dirmed spridd sa att
en dndring i rantenivan férorsakad av sinkning
av marknadsrantor inte omedelbart reflekteras
med full effekt i resultatet. Om rantenivan pa
arsbasis sjunker med 1 % innebar det en sank-
ning med intjaningen med ca 1,4 miljoner EUR,
berdknat pa summan av utestaende lanestock
och medel placerade i bankdepositioner. En rdn-
tehojning skulle i motsvarande man fa fordrojd
effekt i resultatet.
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Likviditetsrisk

Hantering av likviditetsrisken sakrar NEFCO:s
formaga att uppfylla alla betalningsforpliktelser
da de forfaller. De likvida medlen samt 6vriga
placeringar hos kreditinstitut som utgor 107,9 %
av grundkapitalet, bestar till 97 % av bankdepo-
sitioner i euro placerade pa ett ar eller kortare
tid. 99,7 % av depositionerna gors i Nordiska
Investeringsbanken (NIB). Depositionerna
forfaller regelbundet for att forsikra tillgang till
likvida medel vid behov. Statusrapporter 6ver

de likvida medlen presenteras regelbundet for
bolagets styrelse.

Operativ risk

Operativ risk ar den risk for ekonomiska
forluster eller forstort renommé fororsakad av
forsummelser som hanfor sig till teknologi,
bolagets anstdllda eller fysiska omstandig-
heter. Operativ risk inkluderar aven juridisk
risk. NEFCO:s hantering av operativa risker
koncentrerar sig pa proaktiva atgarder for att
sakerstdlla kontinuitet i verksamheten och
darutover aven dndamalsenlig och Koncis intern
och extern information. Internrevisionens
viktigaste uppgift dr att utvardera NEFCO:s
intern kontroll, riskhantering och styrproces-
ser. Internrevisionen rapporterar regelbundet
till NEFCO:s styrelse, kontrollkommitté samt
verkstdllande direktor. Den arliga revisionspla-
nen faststalls av styrelsen.

KAPITALFORVALTNING

NEFCO dr inte foremal for ndgra nationella
eller internationella foreskrifter. Bolaget up-
pehaller en tillracklig kapitalbas for att tacka
inneboende risker i bankverksamheten.

Noter till bokslutet
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(1) NETTORESULTAT FRAN FINANSIELLA TRANSAKTIONER

(Beloppen i 1000 EUR) 2010 2009

Investeringstillgangar, realiserade vinster och -forluster 5493 11 294

Ovriga placeringar, realiserade vinster och -forluster -1701 =

Ovriga realiserade vinster och -forluster = -127

Realiserade vinster och -forluster, totalt 3793 11168

Investeringstillgangar, orealiserade vinster och -forluster -2 589 1546

Orealiserade vinster och -forluster, totalt -2589 1546

Nettoresultat fran finansiella transaktioner 1204 12713
(2) ADMINISTRATIONSKOSTNADER

(Beloppen i 1000 EUR) 2010 2009

2393 2143

432 375

103 91

221 186

2 355 1 888

-465 =522

Diverse administrativa intakter =2 =

Administrationskostnader, totalt ” 5037 4162

Vardlandsersattning enligt overenskommelse med finska staten -528 -466

Administrationskostnader, netto 4509 3696

1) Fr.o.m ar 2009 inkluderades TGF:s och NeCF:s administrationskostnader och fr.o.m ar 2010 dven

NCF:s administrationskostnader bland bolagets administrationskostnader. Intakter for administration
av TGF; 605 440 EUR (2009: 612 500 EUR), NeCF; 1307 869 (2009: 1456 583 EUR) och NCF; 133 779 EUR

ingar i Ovriga intakter i rapporten Gver totalresultat.

NEFCO hyr av NIB 729,5 m? kontorslokal i Helsingfors.
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(3) ERSATTNINGAR OCH FORMANER

Ersdttningar till styrelse, kontrollkommitté och verkstédllande direktor

Ersattning till styrelse och kontrollkommitté faststalls av Nordiska ministerradet. Ersattning till bolagets
verkstallande direktor faststalls av styrelsen och utgar med fast ersdttning per ar.

Pensionsformanerna till verkstallande direktoren utgar enligt villkor for finsk statspension med vissa tillagg.

Ersattning till styrelsen, kontrollkommittén

och verkstallande direktdren utgor: 2010 2009
Ersdttning/ Ersdttning/
(Beloppen i EUR) arvode arvode
Styrelsens ordforande 3364 2523
Styrelseledamoter 17 498 17 498
Verkstallande direktoren
(inkl. pensionspremier) 285 664 280 497
Kontrollkommittén 2787 2 830

Pensionsforpliktelser

NEFCO ar ansvarig for de anstalldas pensionsskydd. Det nuvarande pensionssystemet bestar av pension
baserad pa den finska statens pensionssystem (StaPL-pension), vilket utgor grunden for pensionsforma-
nerna. StaPL-pensionen berdknas pa basen av den anstalldas arliga beskattningsbara inkomst och den
aldersbetingade infértjaningsprocenten av pensionen.

Den anstalldas pensionsavgift 2010 var 4,5 % eller 5,7 %, beroende pa den anstalldas dlder. NEFCO ersatter
denna pensionsavgift for fast anstalld personal. Avgiften ar en beskattningsbar forman for den anstéllda.

NEFCO har dven en tillaggspensionsforsakring for fast anstdlld personal och verkstdllande direktoren.
Tilldggspensionsforsakringen ar en kollektiv gruppensionsforsakring som baserar sig pa en premiebaserad
pensionsplan (defined contribution plan). Denna forsakringspremie (6,5 %) ar utraknad pa basen av den
anstalldas beskattningsbara inkomst och ersatts av NEFCO for den anstéllda fram till 63 ars alder.

Personallan

Personallan kan beviljas pa basen av rekommendationer fran bolaget at personal som varit fast anstalld i
bolaget under minst ett ar. Verkstallande direktoren beviljas personalldn pa basen av rekommendationer
fran styrelsen. Personalldn beviljas av en kommersiell bank. Personalldan beviljas for finansiering av till
exempel permanent bostad, ovrig bostad och motorfordon.

Det totala lanebeloppet far inte dverstiga ett belopp motsvarande den anstalldas bruttolon for 20
manader, dock maximalt 200 000 EUR. Den anstdllda betalar ranta pa lanet i enlighet med den officiella
grundrantan, vilken faststalls av Finansministeriet i Finland (juli-december 2010 var rantan 1,25 %) Forut-
sattningar for personallan och lanevillkor ar lika for samtliga fast anstallda i bolaget och for verkstallande
direktoren.

Tilldggsformaner for inflyttad personal

Hogre befattningshavare (inklusive verkstallande direktoren) som flyttar till Finland med den uteslutande
orsaken att uppta en anstallning inom bolaget dr berattigad till vissa formaner, sasom tilldgg for inflyt-
tad personal samt make-/makatillagg. Darutover assisterar bolaget den inflyttade anstallda bland annat
genom att finna bostad. Den anstdllda ersatter minst den del av hyran som motsvarar bostadsférmanens
beskattningsvarde. Beskattningsvardet faststalls drligen av de finska skattemyndigheterna.
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(4) TRANSAKTIONER MELLAN NARSTAENDE PARTER

Till NEFCO:s narstaende parter raknas Nordiska Investeringsbanken (NIB) vilka till storsta delen har
samma dgare som NEFCO. NEFCO erhaller tjanster och ingar transaktioner med NIB. Tabellen nedan
visar den utestaende balans NEFCO har som fordran respektive skuld till NIB samt den inbetalda rantan
under aret. Den erhallna rantan motsvarar normal marknadsranta. Till NEFCO:s narstaende parter hor
aven NEFCO:s nyckelpersoner. Information om dessa presenteras i not 3.

Rante- Skuld Fordran Erlagda
(Beloppen i 1000 EUR) intdkter till NIB fran NIB  hyror till NIB
2010 1043 61 118 755 184
2009 2 395 86 110 237 152

(5) LIKVIDA MEDEL OCH PLACERINGAR HOS KREDITINSTITUT

(Beloppen i 1000 EUR) 2010 2009
Bok- Verkligt For- Bok- Verkligt For-

forings- vdarde andringi forings- vdarde andringi

varde verkligt varde verkligt

vdrde vdrde

Likvida medel

Kassa och bank 3668 3668 = 4152 4152 =
Placeringar hos kreditinstitut,

halls till forfall 37 211 37 211 - 7478 7478 -
Totalt 40 879 40 879 = 11630 11630 =

Placeringar hos kreditinstitut

Placeringar hos kreditinstitut,
halls till forfall 81 448 81 448 - 102315 102315 -

Totalt 81448 81448 - 102315 102315 -

Kvarvarande |6ptider for placeringar, vilka ar framraknade fran balansdagen till maturitet:

Forfall (Beloppen i 1000 EUR) 2010 2009

Under 3 manader

3-6 manader

6-12 manader

Odefinierad

Placeringar hos kreditinstitut, totalt 118 659 109 792
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(6) UTLANING

| foljande tabeller redovisas utlaningens netto efter avdrag for nedskrivningar om totalt 1 063 478 EUR

(2009: 1464 641 EUR).

Utlaningens fordelning per land den 31 december ar foljande:

Land (Beloppen i 1000 EUR) 2010 2009
Estland 819 955
lettand 1870 - 2 274
litaven 737 - 708
Polen 748 1686
Ryssland 4749 R 4 268
Ukraina 4 590 R 4 590
Utestdende lan, totalt 13514 14482

Den 31 december 2010 uppgick avtalade men ej utbetalda lan till 17,18 miljoner EUR
(2009: 2,67 miljoner EUR).

Nedskrivningar av Ian, upplupna lanerantor och diverse lanefordringar

NEFCO:s utestaende lan, upplupna lanerantor och diverse lanefordringar i posten Diverse fordringar
har nedskrivits med totalt 1,70 miljoner EUR (2009: 2,19 miljoner EUR). Betraffande avsattningar har

foljande forandringar identifierats i rapporten over finansiell stallning.

Nedskrivningar, utestdende lan (Beloppen i 1 000 EUR) 2010 2009
Avsattningar 1.1 1465 2 444

Nedskrivning bokford mot avsattningskonto 400

315

Aterforing av tidigare bokfbi’d nedskrivning —801 H:l 295.
Avsdttning 31.12 1063 1465
Nedskrivningar, upplupna lanerintor (Beloppen i 1 000 EUR) 2010 2009

388 =
Aterféring av tidigare bokford nedskrivning D —387 -
Avsattning 31.12 6 388
Nedskrivningar, diverse fordringar (Beloppen i 1 000 EUR) 2010 2009
Avsattningar 1.1 335 -
Nedsknvnmgbokfordmotavsattnmgskonto e e e e 292 e 335
Aterfor|ngavt|d|garebokfordnedsknvmng e
Avsattning 31.12 627 335

En realiserad kreditforlust pa 795 316 EUR dr bokad mot posten Nedskrivning av krediter i rapporten

over totalresultat.

NEFCO — 2010 Arsredovisning Noter till finansiella rapporter



Forfalloprofilen for utlaningen den 31 december dr féljande:

Forfall (Beloppen i 1 000 EUR) 2010 2009
Under 3 mdnader 630 1388
L S
6_12manader ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 584 e
1—2ar ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 3330 R
2—3ar ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 2076 3 986
3_4ar ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 2260 e 592
4_5ar ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 1325 1 702
S S
Utestdende Ian, totalt 13514 14 482

Utldningens fordelning per valuta:

Valuta (Beloppen i 1 000 EUR) 2010 2009
EUR 11 235 14 482
RUB ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 2278 e
Utestdende lan totalt 13514 14482

Forfalloprofilen for garantiataganden den 31 december dr foljande:

Forfall (Beloppen i 1 000 EUR) 2010 2009
Under 1 ar 792 767
1—5ar ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 477 465
Garantiatagande, totalt 1269 1233

Utlaningens fordelning pa olika typer av sakerhet:

Per 31.12.2010 (Beloppen i 1000 EUR) Belopp Totalt belopp Andel %
Lan garanterade av stat 233 1,7
i —————" |<omn{ﬂﬁ ............................................................................................. 3764 ............................. 279
BT T T 9515 ............................. 704
ed pant | st egendom 3338 ........................................................................
e pant | 165 egendom B 221
e pant | lctir S
med toretageinedanns 819 ........................................................................
ed moderbolagegarant e
e ety Kiaueu och andra ataganden ......................................... 5138 ........................................................................
e S
Utestdende Ian, totalt 13514 100,0
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Per 31.12.2009 (Beloppen i 1000 EUR) Belopp Totalt belopp Andel %

Lan garanterade av stat 350 2,4
o |<ommuﬁ .................................................................................................... 1570 .............................. 108
S S 12561 .............................. 867
e 3 705 ...............................................................................
B 1 286 ...............................................................................
med pant i aktier =
e 955 ...............................................................................
e 231 ...............................................................................
e ataganden 6002 ...............................................................................
e 381 ...............................................................................
Utestaende Ian, totalt 14482 100,0

(7) INVESTERINGSTILLGANGAR

Bolagets portfolj bestod den 31 december 2010 av foljande engagemang:

Agarinnehav (landomrade) Agarandel i % av totalkapitalet
Vardar Eurus AS (Baltikum) 10,0
Internationaff’ork Investment;AS (Latvia) 34
DGE Baltic 50|I & Environmentm(‘Litauen) 347
Foster Wheeiér (Polen) 213
Rindipol (Polen) 350
Clean Globe I'Hternational (Rygéland) 100
Ekovod (Ryséiénd) 220
LTM (R\/SSIaan'i‘) 205
LLC Halychyna-Zahid (Ukraina) 55
AgriUkraine (ﬁkraina) 250
Dolle CIO/VAHéU DO (Ukraina)w 333
Eskaro Ukraif‘l'é AS (Ukraina) 208
Rindibel (Vitryssland) 350

Det ursprungliga anskaffningsvardet pa investeringstillgangarna uppgick till 19 358 033 EUR medan
gangse vardet uppgick till 14 397 537 EUR. Motsvarande siffror den 31 december 2009 ar for anskaffnings-
vardet 22 232 440 EUR och gangse vardet 19 867 477 EUR.

Investeringstillgdngar varderade enligt verkligt varde vid drets slut
Tabellen nedan analyserar investeringstillgadngar varderade till verkligt varde vid slutet av dret utifran
nivan i verkligt varde-hierarkin till vilken verkligt varde ar kategoriserat.

(Beloppeni 1 000 EUR) 2010 2009
Niva 1 = =
vaaz ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 10386 ........................ 15082
vaa3 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 4012 ........................... 4785
Total 14 398 19 867

Niva 1 utgors av noterade marknadspriser pa aktiv marknad.
Niva 2 utgors av andra observerbara data &n noterade priser inkluderade i niva 1.
Niva 3 utgors av information som inte baseras pa observerbar information.
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(8) BVRIGA PLACERINGAR

(Beloppen i 1000 EUR) 2010 2009
Bokforings- Agarandel Bokforings- Agarandel
varde i% varde i%

Ovriga ansvarsférbindelser

NEFCO har forbundit sig att under de féljande aren investera i Nordiska Miljoutvecklingsfonden (NMF)
ett belopp motsvarande maximalt 43 miljoner DKK (ca 5,75 miljoner EUR). Av detta belopp har i bokslutet
for ar 2010 beaktats 1,9 miljoner EUR varvid det dterstaende ansvaret uppgar till ca 3,85 miljoner EUR.
Den aterstdende investeringen dr med forbehall for att Nordiska ministerradets finansiering fortgar pa
nuvarande niva under aren 2012-2013. Investeringen i NMF dr inte finansiellt Ionsam, men bidrar till att
framja NEFCO:s investeringsverksamhet. Per 31 december 2010 redovisas beloppet 1,9 miljoner EUR som
realiserad forlust bland Nettoresultat av finansiella transaktioner.

(9) IMMATERIELLA OCH MATERIELLA TILLGANGAR

(Beloppen i EUR) 2010 2009

Programvara, Programvara,
Immateriella utvecklings- utvecklings-
tillgdngar kostnader kostnader

42 693 24794

,,,,,,,,,,,, . 275 17898

Ackumulerade avskrivningar 31.12 55 967 .................. 42693
Bokforingsvarde 19 046 18873
Materiella Kontors- Kontors-
tillgangar inventarier inventarier

10988 4918

,,,,,,,,,,,, N 569 6070

Ackumulerade avskrivningar 31.12 22 558 .................. 10988
Bokforingsvarde 21686 10364
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(10) EGET KAPITAL

NEFCO:s grundkapital uppgick till sitt fulla belopp 113 406 560 EUR under ar 2007.
Grundkapitalet fordelar sig enligt foljande:

(Beloppen i EUR) % andel

Danmark 21 561 320

Finland

|s|and ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘

Norge ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘

Svenge ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 1 oee £o0 o
Grundkapital totalt 113 406 560 100,0

(11) RANTERISK

Ranterisk beskriver hur fluktuationerna i marknadsrantorna paverkar vardet av NEFCO:s rantebdrande
tillgangar och skulder samt ranteintdkter och -kostnader. Tabellen nedan visar ranteprofilen for ute-
stdende lan. De utestdende Ianen dr delade enligt forfallodag eller rantejusteringsdag.

Utestaende Ian (Beloppen i 1 000 EUR) 2010 2009

Under 3 manader

Utestdende lan, totalt

(12) VALUTAKURSER

Vid omrdkning av monetdra tillgangar och skulder i utlandsk
valuta har foljande valutakurser anvants: EUR-kursden EUR-kurs den
31.12.2010 31.12.2009

DKK Danska kronor 7,45350 7,44180
EEK Estniska kronor o 15,64666“”

No|< ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ ol 730000 .......................................
SEK ................ e ko 896550 .......................................
RUB ............ Ryska rubel

PLN """"""""""" Polska zloty
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TILL KONTROLLKOMMITTEN FOR

NORDISKA MILJOFINANSIERINGSBOLAGET
Som revisorer utndmnda av kontrollkommittén
for Nordiska Miljofinansieringsbolaget har vi
granskat bolagets bokslut, som omfattar rapport
over finansiell stdllning per 31.12.2010, rapport
over totalresultat, redogorelse for forandringar
i eget kapital och kassaflodesanalys for perio-
den 1.1-31.12.2010 samt noter som bestar av en
sammanfattning av betydande redovisnings-
principer och andra forklarande noter.

Styrelsens och verkstallande direktorens
ansvar gillande bokslutet

Det dr styrelsen och verkstdllande direktoren som
har ansvaret for att uppratta bokslut som ger en
rattvisande bild enligt International Financial
Reporting Standards, och for den interna kon-
troll som styrelsen och verkstallande direktoren
bedomer ar nodvandig for att uppratta bokslut
som inte innehaller vasentliga felaktigheter, vare
sig dessa beror pa oegentligheter eller pa fel.

Revisorns skyldigheter
Revisorn skall utfora revisionen i enlighet med
International Standards on Auditing och ut-
gdende fran detta ge ett utlatande om bokslutet.
International Standards on Auditing forutsatter
att yrkesetiska principer iakttas och att revisio-
nen planeras och utfors sd att man uppnar en
rimlig sdkerhet om att bokslutet inte innehaller
vasentliga felaktigheter.

Med revisionsatgarderna vill man forsakra
sig om att de belopp och den 6vriga informa-
tion som ingar i bokslutet ar riktiga. Valet av

Sixten Nyman

CGR

KPMG Oy Ab
Mannerheimvagen 20B
00100 Helsingfors
Finland
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atgarder grundar sig pa revisorns omdoéme
och bedomning av risken for att bokslutet
innehaller vasentliga felaktigheter pa grund
av oegentligheter eller fel. Vid planeringen av
noédvandiga granskningsatgarder beaktas dven
den interna kontrollen som inverkar pa upp-
rattandet och presentationen av bokslutet,
dock ej i syfte att ge ett utlatande om den inter-
na kontrollens effektivitet. Darutover bedoms
bokslutets allmanna form, principerna for
upprattandet av bokslutet samt de uppskatt-
ningar som ledningen gjort vid upprattandet
av bokslutet.

Enligt var mening har vi utfort tillrackligt
med for dandamalet tilldmpliga gransknings-
atgdrder for vart utlatande.

Utlatande

Enligt var mening ger bokslutet en rattvisande
bild av Nordiska Miljofinansieringsbolagets
ekonomiska stallning per den 31.12.2010 samt
om resultatet av dess verksamhet och kassa-
fléden for ar 2010 i enlighet med internatio-
nella redovisningsstandarder som utgivits av
International Accounting Standards Board.

Ovrigt

I enlighet med vart uppdrag har var revision
aven inkluderat en genomgang av huruvida
styrelsens och verkstdllande direktorens ad-
ministration bedrivits i enlighet med bolagets
stadgar. Enligt var mening har styrelsens

och verkstdllande direktorens administration
bedrivits i enlighet med stadgarna.

Helsingfors den 3 mars 2011

Per Gunslev

Statsautoriseret revisor

KPMG, Statsautoriseret Revisionspartnerselskab
Borups Allé 177

2000 Frederiksberg

Danmark
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Kontrollkommitténs for Nordiska Miljo-
finansieringsbolaget berdttelse 6ver revisionen
av bolagets forvaltning och rakenskaper

TILL NORDISKA MINISTERRADET

I enlighet med § 9 i stadgarna for Nordiska
Miljofinansieringsbolaget utsedda att tillse, att
bolagets verksamhet drivs i enlighet med stad-
garna och svara for revisionen av bolaget, avger
vi efter att ha slutfort vart uppdrag for ar 2010
foljande berdttelse:

Kontrollkommittén har sammantratt under
rakenskapsaret och efter det att bolagets ars-
redovisning uppradttats, varvid erforderliga
kontroll- och granskningsatgarder vidtagits. Bo-
lagets arsredovisning har genomgatts vid mote
i Helsingfors den 3 mars 2011, da vi tagit del av
den revisionsberattelse, som avgivits av de av
kontrollkommittén utsedda fackrevisorerna den
3 mars 2011,

NEFCO — 2010 Arsredovisning

P4 basen av var revision konstaterar vi,

e att bolagets verksamhet under rakenskaps-
aret bedrivits i 6verensstimmelse med
stadgarna och

e att drsredovisningen ger en rattvisande bild
av bolagets stdllning 31.12.2010 samt av
resultatet av bolagets verksamhet och av
finansieringen under ar 2010. Rékenskaps-
arets Gverskott enligt rapporten 6ver total-
resultatet uppgar till 458 877,49 euro.

Vi tillstyrker for Nordiska ministerradet,

e att rakenskapsarets 6verskott behandlas
sdsom styrelsen foreslagit,

e® att rapporten over totalresultatet och
rapporten over den finansiella stdllningen
faststdlls samt,

e att styrelsen och verkstdllande direktoren
beviljas ansvarsfrihet for forvaltningen
av bolagets angelagenheter under det av
oss granskade rakenskapsaret.

Helsingfors den 3 mars 2011

Bill Fransson

Per Bisgaard

Hans Frode Kielland Asmyhr
Johan Linander

Tuula Peltonen

Ragnheidur Rikhardsdéttir
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Statement of comprehensive income
1January - 31 December

(Amounts in EUR) Note 2010 2009
ncome

.I.H‘eerest income, pleeements Wlth cre‘d‘lt mstltutlons """ (4')““ - 1057004 o 2 414 790
.Iur'1‘£erest income, Ieﬁka‘mg """""" - 720 410.% - 955 799
Net result ofﬁnancul'e‘l operatlons """""""" (l')m - .l 204 022.% . WlZ 713 148
Other income (2')““. - .2,323,212““” o 2,320,765
Total income 5,304,648 18,404,502

Operatlng expenses

Bank charges E
“A“a}ﬁlnlstratlve expeases """""""" (2) (3). (4').“” - .4 509 139.% o 3 695 806
.Is‘e“[‘)reoatlon """"""""""" (9').“” - 24 844.% o 23 969
'#&é.gn exchange éeins and Iosses """""""" - 7 734.”‘” - —6,311
.Iurﬁﬁ‘)awment of Ioah‘éﬁ/‘reversals """""""" (6')% - .”.303,800.% - —7109
Total operating expenses 4,845,770 3,706,541
RESULT FOR THE YEAR 458,877 14,697,961
.I;i‘ﬁenoal assets ave'l‘l'éble for sale """""""" = —1948103
Total, comprehensive income 458,877 12,749,858
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Statement of financial position
31 December

(Amounts in EUR)

Note 2010

2009

e o

Placements with credit institutions

Y T

11,629,778
102,314,770

122,327,467

113,944,548

Other receivables

772,411

(9) 19,046

Tangible assets

(6) 13513601
(7) 14307537
e

(9) 21,686

387,823
465,250
14,481,586
19,867,477

5,000,000

18,873
10,364

TOTAL ASSETS

156,612,771

154,175,920

4,500,000

Result for the year

458,877

2,492,195
(10) 113,406,560
24,557,177

11,197,961

514,222

113,406,560
24,557,177
1,000,000

14,697,961

Total equity

154,120,576

153,661,698

TOTAL LIABILITIES AND EQUITY

156,612,771

154,175,920
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Statement of financial position

1,269,207

1,232,573
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Changes in
equity

E ~ wn Q

a =] © 3 =

T e 5u < - T g

v o £ O .2 o 9 > >

c 2 5 o = c ) = - O

o S he © £ £ — 29 _

o 297 o B B c 2 - 2% T

. ‘T 9 2 ¢ o 5 T 55 9 5 3]

(Amounts in EUR) [-¥ £ G (eI~ X o (g~ ¢ 2 -
Equity as of 1 January 2009 113,406,560 24,365,298 1,000,000 = 1,948,103 191,879 140,911,840
Appropriation to the reserve for
investment/credit losses 191,879 -191,879 =

-1,948,1

14,697,961

Equity as of 31 December 2009 113,406,560 24,557,177 1,000,000 = - 14,697,961 153,661,698
Equity as of 1 January 2010 113,406,560 24,557,177 1,000,000 = - 14,697,961 153,661,698
Approppriation to the retained

earnings 11,197,961 -11,197,961 =
Appropriation to the reserve for

investment/credit losses - -
Appropriation to the Operational Fund 3,500,000 -3,500,000, =
Paid-in capital = =
Result for the year 458,877 458,877
Equity as of 31 December 2010 113,406,560 24,557,177 4,500,000 11,197,961 = 458,877 154,120,576
Proposed allocation of the year's result 2010 2009
Approppriation to the retained earnings 458,877 11,197,961
Appropriation to the Operational Fund = 3,500,000
RESULT FOR THE YEAR 458,877 14,697,961
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Cash flow statement
1January - 31 December

(Amounts in 1,000 EUR) 2010 2009
Cash flow frorn“eperating ae‘l";ivities """""""""""""""""""""""""""""""""""""
Result for theyear 459 14698
.Is‘e'b}eciation in;alue of tanéihie and intanéible assets H » 24
Value adjustmen{S, investmen{assets """""""""" ""2,589 """""""""""""" —1551
Value adjustmeh{s, other pla‘c':‘enwents """""""""" MZ‘L,877 ......................... -
|mpairments, lending 492 -256
Unrealised fair value adjustments - - ~1,948
Changes inaccrued interests 326 1376
Cash flow from operating activities 4,784 12,343
Cash flow fron"lmi'hvesting a&ivities """""""""""""""""""""""""""""""""""
Change in investmentassets 2881 1223
Change in othe'r“i;')‘lacements """""""""""""" :Z‘I.,917 ......................... -
Lendmg ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, e
""" Disbursements ~2615  -1150
""" Repayments 3717 3605
...... e}‘épaymentsw s S
..... C 'c‘)'nversion of"leans into in‘\'/‘e”stment ass'e‘t“s R 2063
""" Capitalisations -9 30
..... Ié;ehange rate"adjustment';m : 3 -
Change in place’n‘a‘ents with credlt institutiuc')‘ns """"""" 2'0,867 ............. —36550
Change in othe'rmr'eceivables and Iiabilities,"net """"""" ""1,301 .................... 463
Change in tangiut')‘l"e and intan‘éiﬁt‘)le assets 36 —10
Net cash flow from investing activities 24,466 -30,386
Change in cashﬁa‘nd cash ecuq'n'i‘valents """""""""" 25,250 ............... —18,044
.I"B.‘l;ea‘kdown of eash and ca;h‘ Hequivaleni:; """"""""""""""""""""""""""""""""""
Cashand balances with banks 3668 4152
'I.Dul‘a”c'e‘ments with‘a maturity 'e‘ik’ﬁl‘ess than si'>‘<mn10nths """"""" ék‘7,211 """"""""""""""" 7478
TOTAL CASH AND CASH EQUIVALENTS 40,879 11,630
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GENERAL OPERATING PRINCIPLES

The operations of the Nordic Environment
Finance Corporation (hereinafter the Corpora-
tion or NEFCO) are governed by an agreement
that was made on 6 November 1998 between
the governments of Denmark, Finland, Iceland,
Norway and Sweden and related statutes, which
replaced the previous agreement of 2 March
1990 regarding the formation of the Corpora-
tion on 9 October 1999. This agreement both
strengthened the Corporation’s status as a mul-
tilateral institution, as well as its legal position.

NEFCO’s role is to promote investments
of Nordic environmental interest in Eastern
Europe by helping to finance companies in these
countries.

The Corporation is an international legal per-
son with full legal capacity and is exempt from
payment restrictions and credit policy measures
in the member countries. In addition, the 1998
agreement contains immunity provisions ex-
empting the Corporation from all taxation.

The Corporation operates from the Nordic
Investment Bank’s premises in Helsinki.

The Corporation also manages trust funds on
behalf of various principals.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES
Basis for preparing the financial statements
The Corporation’s financial statements have
been prepared in accordance with the Interna-
tional Financial Reporting Standards (IFRS) is-
sued by the International Accounting Standards
Board (IASB). The accounts of the Corporation
are kept in euro.

The Corporation’s financial statements are
presented in euro. With the exceptions noted
below they are based on historical cost.

Assessments made in preparing

the financial statements

The preparation of the financial statements call
for the management to make estimates that
have an effect on the reported result, financial
position and other information. These estimates
are based on the information available and the
judgement of the management. Actual out-
comes may deviate from the assessments made,
and these deviations may be significant.

NEFCO — 2010 Annual Report

Foreign currency translation

Monetary assets and liabilities in currencies
other than the euro are converted at the ex-
change rates published by the European Central
Bank (see Note 12). Realised and unrealised
exchange gains/losses are recognised separately
under the item Foreign exchange gains and
losses, in the statement of comprehensive in-
come. Non-monetary assets are converted at the
exchange rate applied on the transaction date.

Cash and cash equivalents

Cash and cash equivalents comprise monetary
assets and placements with an original matu-
rity of up to six months.

Placements with credit institutions

NEFCO invests its short-term liquidity, which
is primarily in euros, with credit institutions.
These placements have predominantly been
made with the Nordic Investment Bank at ap-
plicable market interest rates.

According to IAS 39, placements with credit
institutions are classified as held-to-maturity
financial assets and are recognised at cost (nor-
mally nominal value) on the settlement date.
These placements are also carried at cost in the
annual financial statements. Accrued interest
on these placements is recognised as ‘Accrued
interest’ in the statement of financial position.
Due to the short maturities of these place-
ments, the difference between their fair value
and book value including accrued interest is not
significant.

Placements with maturity of more than
six months are classified as investing activi-
ties in the cash flow statement and recognised
as 'Placements with credit institutions’ in the
statement of financial position.

Notes to the financial statements



Lending

The terms of the loans extended by the Corpora-
tion vary from 1 to 8 years. Of all outstanding
loans, 83% are denominated in euros and 17% in
roubles. Of the total of 16 loans, 12 are floating-
rate loans pegged to the 3-month or 6-month
Euribor or Euro Libor rate (Mosprime for RUB)
plus margin. The other 4 loans have fixed inter-
est rates. Most of the floating-rate loans are re-
payable in equal six-monthly instalments, with
the exception of a few where the size of the
repayments is scaled down in the final years.

Loans to public-sector borrowers are issued
primarily against municipal risk, while loans to
private-sector borrowers are generally secured
by a lien on the company’s assets or with a
negative pledge clause and other financial
covenants.

Loans are recognised on the transfer of funds
to the borrower. Loans are recognised initially
at cost including any transaction cost. Receiva-
bles arising in the normal course of operation
are recognised at cost less any deductions for
impairment losses.

In the absence of a relevant market interest
rate reflecting the loan terms, it has not been
possible to calculate the fair value reliably for
disclosure in the notes. However, NEFCO is of
the opinion that fair value does not exceed book
value.

According to IAS 39, loans outstanding are
classified as loan receivables.

Impairment of loans

The treatment of impairment losses is based on
individual testing of loans outstanding. Impair-
ment losses affect the result for the year and are
recognised as a separate item in the statement
of comprehensive income.

Intangible assets

Intangible assets are primarily investments
in software and licenses for the development
of NEFCO’s Project Management System. The
investments are carried at historical cost and
amortised over the assessed useful life of the
assets, which is estimated to be between 3
and 5 years. The amortisations are made on a
straight-line basis.

Tangible assets

Tangible assets are recognised at historical cost,
less any accumulated depreciation based on
their assessed useful life. The depreciation peri-
od for tangible assets is determined by assessing
the individual item and is usually 3 to 5 years.
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Write-downs and impairment of

intangible and tangible assets

NEFCO’s assets are reviewed on an annual
basis for impairment. If there is any objective
evidence of impairment, the impairment loss is
determined based on the recoverable amount
of the assets.

Investment assets

NEFCO’s investment assets are carried at fair
value. The Corporation regularly assesses its in-
vestment assets using its own valuation model.
However, the assessed fair value is greatly af-
fected by the market conditions in the individu-
al countries and other circumstances beyond
NEFCO'’s control. If fair value cannot be deter-
mined, the assets are carried at cost.

Assessment at fair value is carried out
according to the following hierarchy:

Level 1 — Market prices quoted on an active
market for identical assets

Level 2 — Valuation model based on objective
criteria either directly (e.g. price) or indirectly
(e.g. price-related circumstances). This category
includes assets valued at quoted market prices
in an active marketplace for equivalent assets;
quoted prices in a less active market place for
identical or similar assets or other valuation
method, in which all significant criteria can be
determined either directly or indirectly in the
marketplace.

Level 3 — Valuation method based on signifi-
cant criteria incapable of being directly deter-
mined. This category includes all assets valued
according to criteria that cannot be objectively
determined but that have a significant impact
on the valuation of the assets.

All of NEFCO'’s investment assets fall in
either Level 2 or Level 3 categories.

For the breakdown of assets, see Note 7.

Notes to the financial statements



Equity
Paid-in capital reached its full amount of EUR
113.4 million on 31 December 2007.

Additionally, the Corporation has built up
a general reserve in equity to cover the risk of
losses on loans outstanding and investment as-
sets. This reserve is used to cover major invest-
ment or credit losses arising during the course
of the Corporation’s operations.

NEFCO'’s equity includes provision for an
Operational Fund to secure resources for the
Corporation’s development and for preparation
of projects.

Administrative expenses

NEFCO purchases administrative services from
a related party, the Nordic Investment Bank
(NIB). The cost of these services is shown under
the item ‘Administrative expenses’ (Note 2). The
Corporation receives a host country reimburse-
ment from the Finnish Government equal to
the tax withheld from the salaries earned by its
employees. The host country reimbursement

is reported as a deduction from administrative
expenses (Note 2).

Pension obligations

In accordance with the Headquarters Agree-
ment between the Corporation and the Finnish
Government, the Corporation is responsible for
providing full pension security to its employ-
ees. NEFCO applies the Finnish state pension
system in respect of its employees. Pension con-
tributions, which are paid to the Finnish State
Pension Fund, are calculated as a percentage of
the wagebill. The Finnish Government deter-
mines the basis for these contributions and the
Finnish State Treasury establishes the actual
percentage of the contributions.

The Corporation makes pension contributions
to the State Pension Fund on an annual basis
and the Corporation’s pension obligations were
fully covered as at the end of 2009. The normal
retirement age under the Finnish pension sys-
tem is currently between 63 and 68 years.

NEFCO has also a supplementary pension
insurance scheme for its permanent employees.
This is a group pension insurance scheme based
on a defined contribution plan.

In addition to the applicable local social
security system, NEFCO has also taken out
comprehensive accident, life, health and travel
insurance for its employees.
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Standards, amendments and interpretations
that took effect in 2010
Amendments to standards confirmed by IASB
that took effect on 1 January 2010 or later do
not have any significant impact on the Corpora-
tion’s financial statements.

NEFCO has not opted for early application
of the following standards, amendments and
interpretations:

e IFRS 9 Financial instruments (replaces
IAS 39), effective date 1 January 2013;

® Revised IAS 24 Related Party Disclosures,
effective date 1 January 2011.

As part of the annual improvements process,
IASB has revised, or will revise, a number of the
existing standards. In the Corporation’s view,
they will not have any significant impact on the
financial statements.

NEFCO'S RISK MANAGEMENT

The purpose of NEFCO’s business is to provide
risk capital and loans to finance investments in
Eastern Europe that are of interest to the Nordic
countries from the environmental point of view.
The paid-in authorised capital - the Investment
Fund - is used to finance NEFCO'’s investments.
In addition, NEFCO has a risk reserve fund
comprising approximately 21.7% of the author-
ised capital. The main financial risks - credit
risk, market risk, liquidity risk and operational
risk - are carefully managed and risk manage-
ment procedures are closely integrated into
NEFCO’s business routines. NEFCO’s financial
investments cannot exceed the paid-in author-
ised capital.

Foreign exchange rate risk

Outstanding loans are denominated in euros
and rouble. Rouble-denominated lending ac-
counts for 16.9% of all outstanding loans and
consist of a single loan. NEFCO is exposed to a
foreign exchange risk not hedged in respect of
exchange rate fluctuations during the repay-
ment term. The foreign exchange rate risk in
respect of other activities is insignificant.

Notes to the financial statements



Credit risk, market risk

Credit risk is NEFCO’s main financial risk. It
involves the risk that the Corporation’s borrow-
ers or other counterparties will not fulfil their
contractual undertakings and that the collat-
eral pledged does not cover the Corporation’s
requirements. In accordance with NEFCO’s
mandate, all of the Corporation’s investments
can be classified as high risk. The main risk
consists of equity investments in companies in
the target countries accounting for 12.7% of the
paid-in authorised capital.

Additionally, NEFCO’s lending activities
involve a risk. Collateral for the loans consists of
local authority guarantees (27.9%) or in certain
cases state guarantees (1.7%) and various types of
mortgage or parent company guarantees (26.3%).
Negative pledge or other financial covenants
represent 38% of the total. Outstanding loans
account for 11.9% of the authorised capital.

The credit risk in respect of NEFCO’s equity
investments is subjected to thorough exami-
nation before presentation to NEFCO’s Board
for an investment decision. Maximum credit
risk exposure at the balance sheet date con-
sists of the amounts outstanding for loans and
financial assets totalling EUR 27.9 million as at
31 December 2010. The cumulative risk reserves
protect the Corporation’s authorised capital
against losses.

Other credit or market risks are minimal due
to the fact that NEFCO’s activities are exclusive-
ly based on the paid-in authorised capital.

Interest rate risk

Interest rate risk refers to the effect of market
rate fluctuations on the Corporation’s interest-
bearing assets and related interest income.

Of the loans outstanding, 76.5% are floating-
rate and 23.5% fixed-rate loans on which interest
accrues up until the final repayment date. The
distribution of loans outstanding according
to the length of the interest rate fixing period
is indicated in Note 11. The liquidity reserve of
EUR 122 million is primarily placed in one-year
bank deposits, with maturities that are spread
evenly over the year. Therefore, interest rate risk
is diversified in such a way that any change in
interest rate levels resulting from a reduction in
market interest rates is not immediately fully
reflected in the statement of comprehensive
income. A 1% annual fall in the interest rate
would result in approximately a EUR 1.4 million
reduction in earnings, calculated on the total of
the stock of loans outstanding and funds depos-
ited in bank accounts. Conversely, an increase
in market rates would be reflected in financial
performance with a delay.
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Liquidity risk

The effective management of liquidity risk
ensures that NEFCO can fulfil all its payment
obligations as they mature. In total, 97% of the
liquid funds and other placements with credit
institutions (accounting for 107.9% of the au-
thorised capital), consist of euro-denominated
bank deposits placed for a period of one year

or less. 99.7% of the deposits are made with the
Nordic Investment Bank (NIB). The deposits ma-
ture at regular intervals, guaranteeing access to
liquid funds when necessary. Status reports re-
garding the liquid funds are regularly presented
to NEFCO'’s Board of Directors.

Operational risk

Operational risk is the risk of financial losses or
loss of reputation through shortcomings or fail-
ings relating to technology, the Corporation’s
employees or physical circumstances. Legal risk
is also considered an operational risk. NEFCO’s
management of operational risk focuses on
proactive measures designed to ensure business
continuity along with appropriate and concise
internal and external information. The main
responsibility of Internal Audit is to evaluate
the in-house controls, risk management and
governance processes in NEFCO. Internal Audit
reports to NEFCO’s Board of Directors while
keeping the Managing Director informed of the
developments on a regular basis. The annual
internal audit activity plan is submitted to the
Board of Directors for approval.

CAPITAL MANAGEMENT

NEFCO is not governed by any national or
international regulations. The Corporation
maintains an adequate capital base to cover
the risks inherent in banking activities.

Notes to the financial statements



O

Notes to
the financial
reports

74 1 75

(1) NET RESULT OF FINANCIAL OPERATIONS

(Amounts in 1,000 EUR)

2010

2009

5,493
-1,701

11,294

Other placements, realised gains and losses -
Other realised gains and losses = -127
Total, realised gains and losses 3,793 11,168
Investment assets, unrealised gains and losses -2,589 1,546
Total, unrealised gains and losses -2,589 1,546
Net result of financial operations 1,204 12,713
(2) ADMINISTRATIVE EXPENSES

(Amounts in 1,000 EUR) 2010 2009
Staff costs 2,393 2,143
Pension premiums in accordance with the Finnish state pension system 432 375
Other pension premiums 103 91
Operating premises expenses 221 186
Other administrative expenses 2,355 1,888
Absorption of costs, NMF -465 =522
Miscellaneous administrative income =2 =
Total, administrative expenses " 5,037 4,162
Host country reimbursement according to agreement

with Finnish government -528 -466
Net administrative expenses 4,509 3,696

1) From 2009, the administrative expenses of TGF and NeCF, and from 2010 those of NCF, are included
in the Corporation’s administrative expenses. Income from administration amounting to EUR 605,440
(2009: EUR 612,500) for TGF, EUR 1,307,869 (2009: EUR 1,456,583) for NeCF, and EUR 133,779 for NCF are

included in the statement of comprehensive income under item ‘Other income’

NEFCO is renting an office with a floor area of 729.5 m? from NIB in Helsinki.
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(3) COMPENSATIONS AND BENEFITS

Compensation paid to the Board of Directors, Control Committee and Managing Director

The compensation paid to the Board of Directors and the Control Committee is determined by the Nordic
Council of Ministers. The compensation paid to the Corporation’s Managing Director is determined by
the Board of Directors and is a fixed amount per year.

The Managing Director’s pension benefits are based on the terms of the Finnish state pension with
certain supplements.

The remuneration of the Board of Directors, Control Committee

and Managing Director was as follows: 2010 2009
Compensation Compensation
(Amounts in EUR) [fee [fee
Chairman of the Board 3,364 2,523
Other Directors and Alternates 17,498 17,498
Managing Director
(incl. pension premiums) 285,664 280,497
Control Committee 2,787 2,830

Pension obligations

NEFCO is responsible for arranging the pension security for its employees. The current pension arrange-
ment consists of pensions based on the Finnish state pension system (VaEL Pension) as the basis for the
pension benefits. The VaEL Pension is calculated on the basis of the employee's annual taxable income
and the applicable age-linked pension accrual rate.

The employee’s pension contribution in 2010 was either 4.5% or 5.7%, depending on the employee’s age.
This contribution paid by NEFCO for the permanent staff is a taxable benefit for the employees.

In addition to the VaEL Pension, the Corporation has taken out a supplementary group pension insurance
policy for its permanent staff and the Managing Director. This pension insurance is based on a defined
contribution plan. The insurance premium (6.5%) is calculated on the basis of the employee’s taxable
income and paid by NEFCO until the employee reaches the age of 63.

Staff loans

Staff loans can be granted on the company’s recommendation to permanently employed staff mem-
bers who have been employed by NEFCO for a minimum period of one year. The Managing Director is
extended staff loans subject to a recommendation from NEFCO's Board. Staff loans are granted by com-
mercial banks, for example for the purpose of acquiring a permanent residence, other accommodation
and motor vehicle.

The total loan amount cannot exceed the amount equivalent to the employee’s base salary for twenty
months, the maximum loan amount being EUR 200,000. The employee pays interest on the loan in
accordance with the official base rate established by the Ministry of Finance in Finland (1.25% in July—
December 2010). The same interest rates, terms and conditions are applied to all permanently employed
staff members of the Corporation, including the Managing Director.

Additional benefits to expatriates

Professional staff (including the Managing Director) who move to Finland for the sole purpose of taking
up employment in the Corporation, are entitled to certain expatriate benefits, such as an expatriate
allowance and a spouse allowance. In addition, NEFCO assists the expatriate in finding a residence and
in other practical arrangements. Such staff members are required to reimburse the Corporation part of
the rent equivalent to the minimum tax value of the accommodation benefit received. The tax value is
determined annually by the Finnish tax authorities.
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(4) RELATED PARTY DISCLOSURES

The Nordic Investment Bank (NIB), which has for the most part the same owners as NEFCO, is consid-
ered a related party of NEFCO. NEFCO acquires services from and enters into transactions with NIB. The
table below shows the outstanding balance of NEFCO's receivables from and amounts owed to NIB and
the amount of interest received during the year. The interest received is equal to normal commercial
rates. NEFCO's key individuals are also considered related parties. Information regarding key individuals is
presented in Note 3.

Amounts Amounts
Interest owed by owed by Rents paid
(Amounts in EUR 1,000) income NEFCOtoNIB NIBtoNEFCO to NIB
2010 1,043 61 118,755 184
2009 2,395 86 110,237 152

(5) CASH AND CASH EQUIVALENTS AND PLACEMENTS WITH CREDIT INSTITUTIONS

(Amounts in 1,000 EUR) 2010 2009
Book Fair Change Book Fair Change
value value in fair value value in fair

value value

Cash and balances with banks 3,668 3,668 = 4,152 4,152 =
Placements with credit institutions,

held-to-maturity 37,211 37,211 - 7,478 7478 =
Total 40,879 40,879 = 11,630 11,630 =

Placements with credit institutions

held-to-maturity 81,448 81,448 - 102,315 102,315 -

Total 81,448 81,448 - 102,315 102,315 -

The remaining maturity of placements, counted from the balance sheet date to maturity, is as follows:

Maturity (Amounts in 1,000 EUR) 2010 2009
Up to and including 3 months 58,317 23,883
3-emonths 39055 28089
6-12 months 20,969 57,820
Dneed 31é .................................. -
Total, placements with credit institutions 118,659 109,792
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(6) LENDING

The following tables show net lending after deductions for impairment losses totalling EUR 1,063,478

(EUR 1,464,641 in 2009).

Lending by country as at 31 December:

Country (Amounts in 1,000 EUR) 2010 2009
Estonia 819 955
latvia e T B
lthvania T
poland 748 1686
RUssa 4749 4 268
Dame veeo 4590
Total, loans outstanding 13,514 14,482

As at 31 December 2010, the loans agreed but not yet disbursed totalled EUR 17.18 million

(EUR 2.67 million in 2009).

Impairment of loans, accrued interest on loans and other loan receivables

NEFCQO'’s loans outstanding, accrued interest and other loan receivables under ‘Other receivables' have
been reduced by a total of EUR 1.70 million (EUR 2.19 million in 2009) in impairment losses. The following
changes were recognised in the statement of financial position in respect of impairment losses.

Impairment, loans outstanding (Amounts in 1,000 EUR) 2010 2009
Impairment losses 1.1 1,465 2,444
Impairment losses recognised during the year 400 315
Reversals of previously recognised impairment losses S -go1  -1295
Impairment losses 31.12. 1,063 1,465
Impairment, accrued interest (Amounts in 1,000 EUR) 2010 2009
Impairment losses 1.1 388 =
gtheyear - 4
Reversals of previously recognised 'i‘fhpairment losses —387 =
Impairment losses 31.12. 6 388
Impairment, other receivables (Amounts in 1,000 EUR) 2010 2009
Impairment losses 1.1 335 -
Impairment losses recognised during the year S22 335
Reversals of previously recognised impairment losses - -
Impairment losses 31.12. 627 335

A realised credit loss of EUR 795,316 was recognised in the statement of comprehensive income under

the item 'Impairment of loans'.
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The maturity profile for loans outstanding as at 31 December:

Maturity (Amounts in 1,000 EUR)

2010

Up to and including 3 months

630

360

684
3,830
2,076

1,825

2,260 :

1,849

5-10 years

Total, loans outstanding 13,514 14,482
Lending by currency:

Currency (Amounts in 1,000 EUR) 2010 2009

EUR 11,235 14,482
RUB 2,278 -
Total, loans outstanding 13,514 14,482
The maturity profile for guarantee commitments as at 31 December:

Maturity (Amounts in 1,000 EUR) 2010 2009
Less than 1 year 792 767

1-5years 477 465
Total, guarantee commitments 1,269 1,233
Loans outstanding by type of security:

As per 31.12.2010 (Amounts in EUR 1,000) Amount Total amount Share %
Loans guaranteed by governments 233 1.7

without formal security

Total, loans outstanding

13,514
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As per 31.12.2009 (Amounts in EUR 1,000) Amount Total amount Share %
Loans guaranteed by governments 350 24
Loans to or guaranteed by local authorities 1570 ..................... 108
- 12561 .............................. 867
R 3’70,5 ...............................................................................
R 1,zgé ...............................................................................
AR —— s
S —— 95,5 ...............................................................................
e — 23i ...............................................................................
with a negative pledge clause and other covenants 6,00é ....................................................................
S 3gi ...............................................................................
Total, loans outstanding 14,482 100.0

(7) INVESTMENT ASSETS

The Corporation’s portfolio comprised the following holdings as at 31.12.2010:

Holding (Country/Region) Share % of capital
Vardar Eurus AS (Baltic) 10.0
International"f’ork Investment;AS (Latvia) 34
DGE Baltic SO|I & Environmentm(‘Lithuania) 347
Foster Wheeiér (Poland) 213
Rindipol (Poland) 350
Clean Globe I'Hternational (Ruégia) 100
Ekovod (Russui”a) 220
LT™M (Russia)w 205
LLC Halychyna-zahid (Ukraine) 55
AgriUkraine (le<raine) 250
Dolle CIO/VAEU DO (Ukraine)w 333
Eskaro Ukraif‘l'é AS (Ukraine) 208

350

Rindibel (Belarus)

The acquisition cost of investment assets was EUR 19,358,033 with the fair value being EUR 14,397,537.
The corresponding figures for 31 December 2009 were EUR 22,232,440 for acquisition cost and

EUR 19,867,477 for fair value.

Fair value of investment assets as at 31 December 2010

The following table provides an analysis of the fair value of investment assets at the end of the year in

terms of the applicable fair value category.

(Amounts in 1,000 EUR) 2010 2009
Level 1 = =
Leve|2 10335 15082
Leve|3 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 4012 ........................... 4785
Total 14,398 19,867

Level 1 refers to market prices quoted in an active marketplace.
Level 2 refers to objective data other than Level 1 market prices.

Level 3 refers to information not based on objective data.
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(8) OTHER PLACEMENTS

(Amounts in 1,000 EUR) 2010 2009

Book value Share % Book value Share %
NEFCO Carbon Fund 5 039 4 4 5 OOO 5 9
Other commitments

NEFCO is committed to invest in the Nordic Environmental Development Fund (NMF) a maximum amount
equivalent to DKK 43 million (approx. EUR 5.75 million) over the next few years. Of this amount, EUR 1.9
million has been recognised in the 2010 financial statements with approx. EUR 3.85 million remaining. The
outstanding investments will be made subject to the condition that the funding provided by the Nordic
Council of Ministers will remain at the current level during 2012-2013. While investments in NMF do not
yield any financial profit, they contribute to NEFCO's investment activities. As at 31 December 2010, the
amount of EUR 1.9 million is recognised as realised loss under ‘Net result of financial operations'.

(9) INTANGIBLE AND TANGIBLE ASSETS

(Amounts in EUR) 2010 2009
Computer Computer
software, software,

development development

Intangible assets costs costs

Aeewsmon value 1. 1 """"""""""""" 61,566 57995

Aeeumuon value durmg the \/ear """"""""""" 13,448 3571

Aeeumuon value 31 12 """"""""""" 75,014 61566

Aegumulated amortlsatlon 1 1 """"""""""" 42,693 24794

.A.H"lorUsann accordmg to plan """"""""""" 13,275 17898

AEEumuIated amortisation 31.12. 55067 42693

Book value 19,046 18,873

Office Office

Tangible assets inventories inventories

Acquisitonvalue1l. 21352 14948

Keeumtlon value durlng the year """"""""""" 22,891 6404

Acquisitionvalue3112 44243 21352

Kegumulated depreC|at|on 1 1 """"""""""" 10988 4918

.Is‘e'[‘)reuauon accordlng to plan """"""""""" 11,569 6070

Aegumulated depreciation31.12. 22,558 10988

Book value 21,686 10,364
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(10) EQUITY

NEFCQO'’s paid-in capital reached its full amount of EUR 113,406,560 during 2007.
The breakdown of the authorised capital is as follows:

(Amounts in EUR) Share %
Denmark 21,561,320 19.0

Finland

|ce|and ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘

Norway ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘

Sweden ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 14060 520 s
Total, authorised capital 113,406,560 100.0

(11) INTEREST RATE RISK

Interest rate risk describes how the fluctuations in market interest rates affect the value of NEFCO's
interest-bearing assets and liabilities, as well as interest income and expenses. The table below shows
the interest rate profile for loans outstanding. Loans outstanding are allocated by maturity or interest
adjustment dates.

Loans outstanding (Amounts in 1,000 EUR) 2010 2009
Up to and including 3 months 6,469 4,543
3—6month5 ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 4683 5359
6—12months ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 221 ............................. 421
1—5years ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 748 .......................... 2 957
5—1oyear5 ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 1393 1201
Total, loans outstanding 13,514 14,482

(12) EXCHANGE RATES

The following exchange rates were used to convert monetary
assets and liabilities into foreign currency as at 31 December: EUR rate EUR rate
31.12.2010 31.12.2009

DKK Danish krone 7.45350 7.44180
EEK ................ e 1564660 1564660
No|< ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ S 730000 ..................... ggoooo
SEK Swedish krona 8.96550.” 10.25200
RUB ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ e 4082000 .................. 4315400
p|_N ................ ol sty e 397500 ..................... 410450
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INDEPENDENT AUDITORS’ REPORT TO

THE CONTROL COMMITTEE OF THE NORDIC
ENVIRONMENT FINANCE CORPORATION

In our capacity as auditors appointed by the
Control Committee of the Nordic Environ-
ment Finance Corporation we have audited
the accompanying financial statements of the
Corporation, which comprise the statement

of financial position as at 31 December 2010,
and the statement of comprehensive income,
statement of changes in equity and statement
of cash flows for the year then ended, and a
summary of significant accounting policies and
other explanatory notes.

The Board of Directors’ and the Managing
Director’s responsibility for the financial
statements

The Board of Directors and the Managing Direc-
tor are responsible for the preparation and fair
presentation of these financial statements in
accordance with International Financial Re-
porting Standards and for such internal control
as they determine is necessary to enable the
preparation of financial statements that are
free from material misstatement, whether due
to fraud or error.

Auditor’s responsibility
Our responsibility is to express an opinion on
these financial statements based on our audit.
We conducted our audit in accordance with
International Standards on Auditing. Those
standards require that we comply with ethical
requirements and plan and perform the audit
to obtain reasonable assurance whether the
financial statements are free from material
misstatement.

An audit involves performing procedures to
obtain audit evidence about the amounts and
disclosures in the financial statements. The

Sixten Nyman

Authorised Public Accountant
KPMG Oy Ab
Mannerheimintie 20 B
00100 Helsinki

Finland
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procedures selected depend on the auditor’s
judgment, including the assessment of the
risks of material misstatement of the financial
statements, whether due to fraud or error. In
making those risk assessments, the auditor
considers internal control relevant to the en-
tity’s preparation and fair presentation of the
financial statements in order to design audit
procedures that are appropriate in the circum-
stances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluat-
ing the appropriateness of accounting policies
used and the reasonableness of accounting
estimates made by management, as well as
evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have
obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Opinion

In our opinion, the financial statements give

a true and fair view of the financial position

of the Nordic Environment Finance Corpora-
tion as of 31 December 2010, and of its financial
performance and its cash flows for the year
then ended in accordance with International
Financial Reporting Standards as issued by the
International Accounting Standards Board.

Report on the other requirements

In accordance with the Terms of Engagement
our audit also included a review of whether the
Board of Directors’ and the Managing Director’s
administration have complied with the Statutes
of the Corporation. It is our opinion that the
administration of the Board of Directors and the
Managing Director complied with the Statutes
of the Corporation.

Helsinki, 3 March 2011

Per Gunslev

State Authorised Public Accountant

KPMG, Statsautoriseret Revisionspartnerselskab
Borups Allé 177

2000 Frederiksberg

Danmark
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Statement by the Control Committee of the
Nordic Environment Finance Corporation

on the audit of the administration and accounts
of the Corporation

TO THE NORDIC COUNCIL OF MINISTERS

In accordance with section 9 of the statutes of
the Nordic Environment Finance Corporation,
we have been appointed to ensure that the
operations of the Corporation conform with the
Statutes and to be responsible for the audit-

ing of the Corporation’s accounts. After having
completed our assignment for the year 2010, we
hereby submit the following report.

The Control Committee met during the
financial year as well as after the Corporation’s
financial statements had been prepared, where-
upon the necessary control and examination
measures were performed. The Corporation’s
Annual Report was examined at a meeting in
Helsinki on 3 March 2011, at which time we also
received the Auditor's Report submitted on 3
March 2011 by the authorised public account-
ants appointed by the Control Committee.

NEFCO — 2010 Annual Report

Following the audit performed, we note that:

the Corporation’s operations during the
financial year have been conducted in ac-
cordance with the Statutes, and that

the financial statements give a true

and fair view of the financial position of
the Corporation as at 31 December 2010
and of its results and financing in 2010.
The financial statements show a result of
EUR 458,877.49.

We recommend to the Nordic Council of
Ministers that:

the result for the financial year be treated
as proposed by the Board of Directors,

the statement of comprehensive income
and the statement of financial position
be adopted, and

the Board of Directors and Managing
Director be discharged from liability for
the administration of the Corporation’s
operations during the accounting period
examined by us.

Helsinki, 3 March 2011

Bill Fransson

Per Bisgaard

Hans Frode Kielland Asmyhr
Johan Linander

Tuula Peltonen

Ragnheidur Rikhardsdéttir

Auditor’s report



Crafisk formgivning / Design
Mikko Luotonen / Nimi6
Fotografier / Photographs
Patrik Rastenberger

Tryckeri / Printhouse
Lonnberg Print, Helsinki 2011

Arsredovisningen har tryckts

pa FSC-certifierat papper.

This NEFCO publication has been
printed on FSC certified paper.

VA
FSC

Mixed Sources
Product group from well-managed
forests, controlled sources and
recycled wood or fibre

Certno. DNV-COC-000149

www fsc.org
© 1996 Forest Stewardship Council






Nordiska Miljofinansieringsbolaget (NEFCO)
Besoksadress: Fabiansgatan 34

Postadress: PB 249, FI-00171 Helsingfors, Finland
tfn: +358 10 618 003 / fax: +358 9 630 976
www.nefco.org / info@nefco.fi

Nordic Environment Finance Corporation (NEFCO)
Street address: Fabianinkatu 34

Postal address: P.O.Box 249, FI-00171 Helsinki, Finland
tel: +358 10 618 003 / fax: +358 9 630 976
www.nefco.org / info@nefco.fi



