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President’s foreword

The financial crisis has had a dramatic impact not
only on the financial sector but also on the econo-
my as a whole, affecting many men and women in
every one of our countries.

It was therefore only natural for our shareholders,
the 27 Member States of the European Union, to
ask us to do more to help businesses and encour-
age economic recovery, and to do it faster. In the
last quarter of 2008 the EIB substantially increased
the volume of its lending, with signatures ulti-
mately totalling 57 billion, an increase of 21% com-
pared with 2007. Over the same period it disbursed
10 billion more than expected, with disbursements
totalling 49 billion at the end of the year. In partic-
ular, loans to SMEs increased, at the behest of the
Ecofin Council, by 42% compared with 2007.

The EIB was hardly affected by the financial crisis,
thanks to its prudent management, and its annual
profit rose slightly. The Bank’s own funds increased
by 6.9% to 36 billion, giving a capital adequacy ra-
tio of 35.5% according to the Basel Il rules. This ex-
ceptionally high level illustrates the EIB’s financial
strength, which is essential in these difficult and
unpredictable times when the EIB is being called
upon by its shareholders to lend even more.

In fact, its shareholders understood the importance
of further strengthening the EIB, bringing forward
a capital increase initially scheduled for 2010. Since
1 April 2009, the EIB's capital has amounted to
232 billion, which gives it the necessary scope to
increase the volume of its lending to the extent
required by the scale of the crisis.

Of course this does not mean that we can finance
anything and everything. The EIB, as the European
Union’s long-term financing instrument, can only
finance viable projects that contribute to the ob-
jectives of the Union and meet our technical, eco-
nomic and environmental quality criteria.

With regard to governance, the EIB abides by the
rules of the European Union and the guidelines

laid down by the G-20. Measures to combat fraud,
corruption, money laundering and the financing
of terrorism are an integral part of the project ap-
praisal and monitoring process. In the case of cer-
tain riskier countries, the Bank is guided by the ad-
vice of Transparency International. The Compliance
Office pays particular attention to these aspects; its
opinion is carefully taken into account and some-
times leads to a refusal to finance a project. As
urged by the G-20, the EIB has decided to review
its policy on offshore centres, in cooperation with
other international financial institutions.

The remuneration of the members of the Manage-
ment Committee is strictly aligned with that of the
members of the European Commission and does
not include any bonus or other benefits. The mem-
bers of the Bank’s staff have a system of bonuses
linked to their individual and collective perform-
ance. The overall budget for bonuses is determined
by the extent to which a number of targets laid
down every year by the Board of Directors (key per-
formance indicators) are met. For senior managers,
the bonus corresponds to 2.38 to 3.90 months of
basic salary, or less than one third of annual salary.

There are two possible responses to the crisis: “eve-
ry man for himself” or stronger, pragmatic cooper-
ation for the benefit of everyone. The EIB’s share-
holders have opted for the latter and we intend to
make our contribution to that goal.

Philippe Maystadt
President of the European Investment
Bank Group

T |
<
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Key lending figures

(*) Pre-Accession Countries
include:

(1) Candidate Countries
(Croatia, Turkey, the
Former Yugoslav Repub-
lic of Macedonia) and

(2) Potential Candidate
Countries (Albania,
Bosnia and Herzegovina,
Montenegro, Serbia,
Kosovo under United
Nations Security Council
resolution 1244 (1999)).

Convergence in the EU
Communications infrastructure
Energy

Urban development

Water, sanitation, waste
Health, education

Industry

Other services

Total individual loans

Credit lines

Knowledge economy
Innovation and ICT infrastructure
Education and training

Research and development
Total loans

Environment

Tackling climate change

Natural resources management
Improving the environment and health
Protection of the environment
Urban renewal and regeneration
Sustainable transport

Health care

Sustainable communities

Total individual loans

of which outside the EU

Trans-European Networks in the EU and Pre-Accession Countries (¥)
Transport

Energy

Total loans

SMEs in the EU

Total loans

Energy in the EU and Pre-Accession Countries (*)
TENs-E

Priority energy projects (excluding TENs)

Total loans

Support for EU development and cooperation policies
South-East Europe

Eastern Europe, Southern Caucasus and Russia

Mediterranean countries

ACP/OCT

South Africa

Asia and Latin America

Total loans

EURm

8518
2297
2131
1455
1347
1170
909
17 827
3192

2081
2599
7142
12432

3691
831
4044
8 665
2562
5560
1157
9279
17 944
2285

9926
2667
12593

8137

2667
6231
8898

3453
170
1290
561
203
469
6145



+The EIB approach to environmental sustainabil-
ity — as well as closely related social well-being
- is described in “The EIB Statement of Environ-
mental and Social Principles and Standards” (the
Statement). During 2008 the Statement was re-
vised and a public consultation was held to col-
lect comments from civil society. The construc-
tive contribution to this consultation of civil
society organisations (CSOs), in particular the
NGOs that traditionally scrutinise the Bank, was
very much appreciated by the Bank and resulted
in a Statement which provides a greater sense of
urgency about the problems of climate change,
expands the social dimensions of sustainable de-
velopment and recognises also the importance
of biodiversity.

« Following the approval on 3 February of the EIB’s
new Environmental and Social Statement, the Man-
agement Committee decided to review the structure
of the Projects Directorate with the aim of increasing
the Bank’s ability to deliver sustainable projects. The
proposed changes focus on the establishment of the
Environmental and Social Office (ESO), which re-
places the Sustainable Development Unit (SDU).

« The five signatory banks' of the European Princi-
ples for the Environment (EPE) published a single
reference document on EU environmental legisla-
tion, principles and standards most relevant to the
projects the EPE banks are financing (the Source
Book). ¥

+ The EIB continued to support the carbon market
in 2008. Essentially, the creation of carbon funds
is viewed as a useful way of reducing the cost of
meeting the EU emissions reduction targets and
promoting sustainable development in and tech-
nology transfer to developing countries. So far the
Bank participates in five funds. In 2008 the Post-
2012 Carbon Fund, which was launched together
with four other financial institutions, was rolled
out and the fifth fund was approved and signed
(Carbon Fund Morocco).

Corporate Responsibility Developments in 2008
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Highlights

» During 2008, progress was made in mainstream-
ing climate change into the operational practices
of the Bank. In particular, the Bank prepared the
ground to launch a pilot exercise to measure the
carbon footprint of the projects it finances.

«In May 2008 the EIB and the European Commis-
sion signed a Memorandum of Understanding
(MoU) aimed at furthering the coordination of
European Union external lending policies. The
main objective of this MoU is to strengthen the
consistency of EIB lending with the external pol-
icy objectives of the EU by reinforcing dialogue,
consultation and planning between the two EU
institutions, so as to optimise the use of budget-
ary grants and EIB loan resources.

+On 9 July 2008 the European Ombudsman (EO)
and the President of the EIB signed a Memoran-
dum of Understanding. The MoU achieves a com-
mon understanding of purpose and consistency
of application across the internal (EIB Complaints
Office) and external (EO) components of the EIB
Complaints Mechanism, with a specific focus on
the criteria for admissibility of complaints against
the EIB.

«“Good for People, Good for Business’, the new Di-
versity Strategy and Action Plan approved in 2008,
embraces a wide range of individual and cultural
characteristics, such as age, cultural, ethnic and ra-
cial background, education and experience, family
status, gender, nationality, physical ability, religion
and sexual orientation, with the aim of respecting
and valuing the unique talents, perspectives and
contribution of every employee.

' Council of Europe Develop-
ment Bank (CEB), European
Bank for Reconstruction
and Development (EBRD),
European Investment Bank
(EIB), Nordic Environment
Finance Corporation
(NEFCO) and Nordic Invest-
ment Bank (NIB).
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Activity and Corporate Responsibility
Report and corporate responsibility
developments in 2008

As last year, the Activity and Corporate Responsi-
bility Report will contain certain information on
corporate responsibility while additional compre-
hensive information on corporate responsibility
developments in 2008 will be available as a techni-
cal annex on the Bank’s website (and on request on
a CD-ROM).

The Activity and Corporate Responsibility Report is
available in the 22 official EU languages, while the
Technical Annex “Corporate Responsibility Devel-
opments” is available in English, French and Ger-
man. Both documents are used for official visits
and external contacts in general. Their main target
audiences are the key stakeholders, including MEPs
and civil society, shareholder communities, inves-
tors, other political groupings (including non-EU),
the business community, international organisa-
tions and IFls, and members of the general public.

A separate section on corporate responsibility has
been created on the EIB website. It contains infor-
mation relating to the Bank’s structure and activi-
ties in the area of corporate responsibility in earlier
years, as well as 2008. It will also contain the elec-
tronic version of Corporate Responsibility Develop-
ments in 2008. An internal editorial committee vali-
dates all the information included in the Corporate
Responsibility section of the Bank'’s website.

Report content and validation

The Technical Annex with supplementary informa-
tion on Corporate Responsibility Developments
presents detailed information on governance and
accountability, responsible financing, capital mar-
kets, direct footprint, working responsibly, and a
report on indicators. The main highlight of 2008

Corporate Responsibility Developments in 2008
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Responsible Reporting

in the content of the report is the incorporation
of more information on the European Investment
Fund (EIF) in the various sections of the report.

For the 2008 report the Bank followed the Global
Reporting Initiative (GRI) standards (G3) published
in October 2006. It also applied the GRI Reporting
Framework to meet a “B+" Application Level con-
firmed by the GRI as in the previous year’s report.
In 2008 the EIB became an Organisational Stake-
holder of the GRI.

Assurance was provided by the Bank'’s internal con-
trol systems concerning the quantitative data pre-
sented in this report. Moreover, the financial data
was subject to the statutory audit and verification
process. As in previous years, the report itself was
the outcome of a careful in-house editorial proc-
ess. The Bank also obtained report assurance from
its statutory external auditors. This assurance was
performed within the framework of internationally
recognised standards such as the GRI, AA1000 and
ISAE3000. In seeking this assurance, the EIB main-
ly aims to ensure that: (i) the information provided
to stakeholders is credible, (ii) the risk of misstate-
ment is reduced and (iii) the results will help in im-
proving reporting, procedures and controls.
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Strategy and Planning

The economic situation both within and outside
the EU following the financial crisis constitutes a
significant element of uncertainty for the imple-
mentation of the EIB’s strategy of taking more risk
for more value added. At the same time, the Bank
must contribute to supporting the European econ-
omy and, together with other IFls, should explore
all options to support the emerging and develop-
ing countries in which it operates.

Therefore in its planning instrument, the Corporate
Operational Plan (COP) 2009-2011, the EIB has de-
veloped programmes and tools to counter this dif-
ficult situation and do its bit to help the European
economy. The Bank continues to adapt and update
its measures according to needs and resources and
has come up with a targeted and timely anti-crisis
package.

In both 2009 and 2010 the EIB is planning to in-
crease its total lending volume by some 30%
(EUR 15bn) compared with the level of previous years.

As a first step, after having been asked to do so by
the European Union’s Finance Ministers in Septem-
ber 2008, the EIB pledged to substantially increase
its support for small and medium-sized enter-
prises (SMEs). The EUR 5bn a year for SME lending

planned initially has been increased to EUR 7.5bn a
year over the four-year period 2008-2011.

As part of a broader package of support measures,
a new product line will be developed enabling risk
sharing with banks and a similar and complemen-
tary approach is being developed for mid-cap com-
panies for an additional EUR 1bn a year.

The broader package will also comprise measures
concerning energy, climate change and infrastruc-
ture, clean transport and convergence lending.

With a view to meeting the increased lending ob-
jectives, the Board of Directors proposed to the
Board of Governors (which approved it) a self-fi-
nanced capital increase, raising the subscribed
capital to EUR 232bn (from EUR 164bn) as of 1 April
2009.

Corporate Responsibility Management

In 2005 the EIB published its first Statement on Cor-
porate Social Responsibility, in which it promised
to place the core principles of corporate responsi-
bility (CR) at the heart of its strategy, objectives and

EIB Group response to recent developments in the economic situation in the European Union:

Annual EIB group support

HenGeicatered Existing Additional Total

EUR bn EUR bn EUR bn

SMEs 2008 - 2011 5.0 25 7.5

Mid-caps 2009 - 2010 - 1.0 1.0

Energy, climate change, infrastructure 2009 -2010 124 4.0 16.4

Clean transport 2009 - 2010 2.0 20 4.0

Convergence lending 2009 - 2010 17.0 2.5 19.5

Flexibility reserve 2009 - 2010 - 3.0 3.0
Total 15.0




policies. The EIB considers that CR is sound busi-
ness practice because it emphasises the impor-
tance of achieving a balance between economic
growth, social well-being and the protection of the
environment, in support of the goal of sustainable
development.

The EIB has thus pledged to take account of envi-
ronmental and social concerns in its business ac-
tivities; to contribute to the efforts of the European
Union to enhance CR; to stress the importance of
good governance, including a high level of trans-
parency and accountability for itself and its coun-
terparts; to check the consistency of its lending
activities with EU objectives and conduct its ap-
praisals with a view to ensuring that investments
are sustainable; to promote more ethical and sus-
tainable investments; to develop a mutually ben-
eficial relationship between itself and its host
communities; and to minimise the environmental
footprint of its buildings and the activities that take
place in them.

Following the publication of the Statement the
Bank started using the EFQM (European Founda-
tion for Quality Management) Framework for CR to
manage the development and implementation of
its CR policies. The framework is a self-assessment
and management tool used to identify and track
strengths and weakness and to help define appro-
priate action plans.

Two CR self-assessment exercises took place in
2006 and 2007 which showed that the EIB had
achieved a level of active involvement and dia-
logue with stakeholders and that a number of CR
activities were taking place all over the Bank. They
also showed that a fully embedded CR policy and
strategy mainstreamed in day-to-day activities was
still lacking.

In order to follow up the results of the two self-as-
sessment exercises, provide an independent expert
view and enable benchmarking, it was felt that an
external evaluation of the CR policy and practices

Corporate Responsibility Developments in 2008 11

was needed. An external consulting company spe-
cialised in extra-financial analysis carried out an
audit of the CR policies of the EIB in four areas in
2008.

The results of this analysis showed that the EIB pol-
icies and practices on corporate responsibility are
in line with those generally obtaining in the EU
banking sector. However, the study also highlight-
ed a number of weaknesses that need to be ad-
dressed. The first measure implemented following
the analysis was the preparation, based on the re-
sults of the analysis, of a CR indicator that has been
integrated into the Performance Indicators of the
Corporate Action Plan 2009-2011, which contains
objectives for the next three years. Furthermore,
a detailed action plan is under preparation for ap-
proval in 2009.

EIB Group
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Working with Others

European Investment Bank: Fifty years at the service of Europe

As the long-term financing institution of the European Union, the EIB operates to further
the Union’s policy objectives by implementing guidelines defined and formulated by its
shareholders, the Member States, notably via the Bank’s Board of Governors and the Coun-
cil of the European Union. In order to achieve these common objectives a constant, open
dialogue and intensive cooperation with the European institutions that prepare, propose
and decide on the Union’s policies is of paramount importance.

Therefore the EIB has been working as a strategic and active partner together with the Eu-
ropean institutions pursuing the Union’s policy objectives whilst also closely cooperating
with other international financial institutions and civil society organisations during the
year under review.

2008, which marked the EIB’s 50th anniversary, was expected to be a year for consolidating
and implementing the numerous new programmes and joint instruments launched in co-
operation with the Commission in 2006 and 2007.

found impact on the EU agenda. Consequently in many respects 2008 was a very

However, the financial crisis and ensuing economic crisis unexpectedly had a pro- '

extraordinary year, particularly the second half. The salient events are summarised

below.

1958 /2008

Interaction with the Civil Society
Organisations

The Bank’s relationship with CSOs, including non-
governmental organisations (NGOs) and other in-
terest groups, is based on the acknowledgment
that these organisations can have a valuable input
in its policy development. They can also contribute
to the Bank’s awareness of local issues and provide
other useful information contributing to the qual-
ity of EIB-financed projects.

Interaction with CSOs is coordinated at the corpo-
rate level by the Civil Society Unit within the Com-
munication Department. Acting as an interface
with CSOs, its task is to ensure consistency and
quality of communication and to engage with civ-
il society in an active way. The Unit seeks contacts

with organisations that can help the public and,
more specifically, citizens affected by EIB opera-
tions to obtain information about the Bank. Inside
the Bank, the Unit provides advice on civil society
contacts and issues.

As part of its ongoing dialogue with civil society,
the EIB organises regular workshops with CSOs.
The Spring CSO Workshop (Brussels, June) focused
on climate change issues. Another key event was
the Annual CSO Briefing in Brussels on 29 February,
where the first results of the previous year were
presented to Brussels-based CSOs. The Annual CSO
Briefing is held back-to-back with the Bank’s Annu-
al News Conference.

The Bank engages in a dialogue and cooperative
partnerships with specialist organisations which
share particular objectives or interests with the EIB,



such as the Lisbon agenda, sustainable develop-
ment, environmental protection, or poverty alle-
viation. In 2008, the Bank pursued its cooperative
relationship with Transparency International and
IUCN. The EIB also announced its support for and
endorsement of the Extractive Industry Transpar-
ency Initiative (EITI).

While the Bank will further pursue targeted work-
ing relations with expert CSOs, it is also keen to
sustain and improve its contacts with policy ad-
vocacy NGOs campaigning on the Bank’s activi-
ties. Contacts with these organisations have grown
over the last few years and increasingly developed
a dialogue component. The importance attached
to these contacts was underscored by the Bank'’s
participation in events organised by these NGOs
in 2008, such as three conferences on the Bank’s
role in developing countries, in particular Africa,
and on its appeal mechanisms. The Bank itself or-
ganised several roundtable discussions with the
same NGOs on specific issues such as the MoU be-
tween the Bank and the European Commission on
the EIB External Mandates (June and November),
Nuclear and Renewable Energies (July), Human
Rights (July) and Solid Waste (September).

At the project level, the Bank continued to engage
and work together with CSOs and citizens’ groups,
for instance on a number of environmental and
water projects in the Mediterranean region and
in sub-Saharan Africa, where technical assistance
funds are used to build a closer link to the CSO/
NGO community.

Relationship and cooperation with the
Council of the European Union

Cooperation with the Council of the European Un-
ion was again very intensive throughout 2008. In-
deed, the interaction with the Council was con-
stant, constructive and fruitful, notably in the
context of the difficult economic and financial sit-

Corporate Responsibility Developments in 2008 13

uation. The Council attached great importance to
the Bank’s contribution to finding ways to prevent
a worsening of the economic and financial down-
turn in the European Union.

EIB President Maystadt explained the Bank’s views
on several policy issues to the Council (ECOFIN),
such as the EIB Group’s contribution to the EU’s en-
ergy and climate change policy. This resulted in the
EIB, together with the Commission, being invited
by the Spring European Council to actively sup-
port measures aimed at facilitating investment by
households and industries in energy efficiency and
the use of renewable energy sources. These meas-
ures helped to smooth the effects of the sudden
and sustained surge in oil and gas prices and to
mitigate their social and economic consequences.

Regular contacts and meetings at staff level were
increased during 2008, in particular with the Pres-
idencies of the EU, COREPER, the Permanent Rep-
resentations of Member States, the Economic and
Financial Committee and the Financial Counsel-
lors Working Party. A wide variety of issues and
topics were discussed: the Neighbourhood Invest-
ment Facility (NIF), the Western Balkans Invest-
ment Framework, the road map on the excessive
increase in oil prices, the EU response to the cri-
sis as well as the framework on the mechanisms
for blending loans and grants in the delivery of EU
external assistance.

At the request of the French Presidency of the EU,
the Bank was asked to contribute to the European
Economic Recovery Plan, which was designed to
deal with the economic and financial crisis. In re-
sponse, the Bank resolved to step up its lending ac-
tivities for 2009 and 2010, especially for SMEs and
renewable energy projects, whilst setting up a Eu-
ropean Clean Transport Facility (ECTF) — aimed at
addressing widespread concerns about the auto-
motive industry — and establishing the 2020 Euro-
pean Fund for Energy, Climate Change and Infra-
structure (also referred to as the “Marguerite Fund”)
in partnership with national institutional investors.

EIB Group
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In consideration of the considerable effort made
by the Bank and its substantial contribution to the
European Economic Recovery Plan, the Decem-
ber European Council reaffirmed its appreciation
of the Bank’s invaluable assistance in supporting
economic recovery and guaranteeing access to fi-
nance to those European industries severely hit by
the current difficulties in the real economy.

Intensive partnership with the European
Commission (EC)

The cooperation with the Commission was particu-
larly productive and intensive during the year un-
der review, notably in the second half due to the
severe financial and economic downturn.

All the above-mentioned action plans and initia-
tives were the result of frequent close consultation
and close cooperation between the EIB and the
Commission. At the highest level members of the
Management Committee of the Bank were in regu-
lar contact with the Commissioners, discussing and
exchanging views from an EU policy perspective.

The operational partnership between the Commis-
sion and the Bank was steered by the EC-EIB Joint
Working Party. As a consequence, there were many
daily contacts at various levels between the two in-
stitutions in order to coordinate and work together
on a large variety of subjects as well as on numer-
ous projects, countries and sectors.

In early 2008, regarding the joint financial instru-
ment LGTT (Loan Guarantee Instrument for TEN
—Transport), which was set up by both the EIB and
the Commission (DG TREN), a Cooperation Agree-
ment between the two institutions was signed
outlining the implementing arrangements for
the facility. This joint financial instrument, which
is managed by the Bank, is aimed at supporting
project acceleration in the field of trans-European
and access networks and is designed to guaran-

tee revenue risks during a limited period of time
following the construction phase of projects, no-
tably under public-private partnership  (PPP)
structures.

In May 2008 the EIB and the European Commission
signed a Memorandum of Understanding aimed at
furthering the coordination of European Union ex-
ternal lending policies. The main objective of this
MoU is to strengthen the consistency of EIB lend-
ing with the external policy objectives of the EU
by reinforcing dialogue, consultation and planning
between the two institutions, so as to optimise the
use of budgetary grants and EIB loan resources.

European Parliament (EP)

In 2008 an intensive dialogue was once again the
basis of a further constructive, fruitful and deep-
ened relationship between the EIB and the Euro-
pean Parliament. President Maystadt presented the
EIB’s Group strategy and activities before several
parliamentary committees, such as the Commit-
tee on Economic and Monetary Affairs (ECON) and
the Committee on Budgetary Control (CONT). He
also participated in the plenary discussion in Stras-
bourg on the European Parliament’s report on the
EIB Group’s 2007 activities.

A “Presidents meeting” between the Bank and the
European Parliament was also organised in Brus-
sels to exchange views on issues of mutual interest,
particularly in the context of the current difficult fi-
nancial and economic situation.

At staff level numerous contacts, meetings and pres-
entations on a large number of issues took place
during the year not only with the parliamentary
committees but also with individual MEPs on sub-
jects such as the discharge of the European Devel-
opment Fund (EDF), the EIB's external mandates in
Central Asia, the EIB’s policy on climate change and
energy efficiency, and the Western Balkans.
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José Manuel Barroso,
President of the EC, and
Joaquin Almunia, Member
ofthe EC in charge of
Economic and Monetary
Affairs, received Philippe
Maystadt, President of the
EIB, to sign a memorandum
of understanding between

The EIB also presented to the Committee on Budg-
ets the state of play on the implementation of the
three joint financial instruments for TENs, R&DI and
SMEs.

The EIB's very much higher profile as a result of
the Bank’s involvement in the EU’s response to the
current economic difficulties was matched by an
increase in the number of enquiries from MEPs
and in the interest shown by the EP and its com-
mittees in general in the EIB and its operations.
This resulted in frequent contacts and proactive
working relationships between the EIB and the EP
and its MEPs.

European Economic and Social Committee
(EESC)

The President was invited by the President of the
EESC's ECO (Economic and Monetary Union and
Economic and Social Cohesion) Section to give a
general presentation and have a broad exchange
of views on the Bank’s 2007 activities, with spe-
cial emphasis on the Risk Sharing Finance Facility
(RSFF), the new EIB loans to SMEs, the launching of
the European PPP Expertise Centre (EPEC) and the

EIB’s defined priorities in the fields of energy lend-
ing and climate change.

The EIB also presented to the INT (Single Market
Production and Consumption) Committee its activ-
ities in the field of microcredit financing and JAS-
MINE (Joint Action to Support Microfinance Institu-
tions in Europe).

Committee of the Regions (CoR)

As a traditional partner the Bank proactively par-
ticipated in preparing the annual “Open Days”
organised by the CoR in close cooperation with
DG REGIO. During the Open Days 2007 under
the heading “Regions and cities in a challenging
world”, the Bank organised seminars on “Financ-
ing Clean Energy” and “Financing Research, De-
velopment & Innovation” and provided numerous
speakers who participated in seminars and work-
shops on JASPERS (Joint Assistance to Support
Projects in European Regions), JEREMIE (Joint Eu-
ropean Resources for Micro to Medium Enterpris-
es), JESSICA (Joint European Support for Sustain-
able Investment in City Areas) and JASMINE, the
microcredit development initiative.

the EC and the EIB on the
coordination of the policy
on foreign loans.
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Cooperation and partnership with
international and bilateral financial
institutions

The Bank pursued its cooperation with other inter-
national financial institutions (IFls) and European bi-
lateral institutions in 2008, in particular in the frame-
work of the mandate for EIB activity outside the EU
covering the period 2007-2013, where the IFl coor-
dination was strengthened via a specific action plan
including monitoring of IFl activities, review of insti-
tutional agreements between the EIB and other IFls
and follow-up on the progress in operational coop-
eration, to maximise synergies between the respec-
tive capacities and skills of the EIB and other IFls.

In particular, the Bank cooperated with other IFls via
both interinstitutional participation in horizontal
initiatives and topics (such as the environment, risk
management, planning and budget, legal matters,
internal audit, evaluation and complaints mecha-
nisms) and operational cooperation.

In the Western Balkans, an agreement was reached
to establish the Western Balkans Infrastructure Ini-
tiative through cooperation between the Commis-
sion, EIB, EBRD, CEB and Member States. The ini-
tiative is expected to make a start on operational
implementation early in 2009, with grant funds be-
ing coordinated under the Joint Grant Facility and
supplemented by EIB-EBRD-CEB loans under the
Joint Lending Facility.

In Turkey, the Bank continued its long-standing co-
operation with other IFls and European bilateral in-
stitutions. An “Accord of cooperation” between the
Commission, EIB and EBRD was finalised in order to
support the EBRD’s commencement of operations in
Turkey as of 2009.

In the Neighbourhood Countries, operational coop-
eration intensified with the Commission and oth-
er IFls (EBRD, CEB, NIB and the Black Sea Trade and
Development Bank-BSTDB) and European bilateral

institutions (Agence Francaise de Développement
- AFD, Kreditanstalt fur Wiederaufbau - KfW) under
the Neighbourhood Investment Facility (NIF) and
related Finance Institutions Group. A joint pipeline
of projects supported by EC grant funds was estab-
lished for the eastern and southern regions, with the
lead IFl being identified.

In the Eastern Neighbours and Russia, institutional
and operational cooperation with the EBRD inten-
sified under the tripartite Memorandum of Under-
standing between the EC, EIB and EBRD. This cov-
ers the build-up of a joint pipeline and agreement
on the framework policies for each eligible sector
(transport, energy, the environment and telecom-
munications). The first joint EIB-EBRD project under
the new 2007-2013 mandate was signed in Ukraine.

In the ACP region, the EIB enhanced close operation-
al cooperation with the European bilateral agencies
and donor Member States under the EU-Africa Infra-
structure Trust Fund, which is managed by the EIB.

On their annual visit to the EU institutions the World
Bank’s EU Executive Directors visited the EIB in
March 2008 and met with its Management Commit-
tee and staff.

In June 2008 the EIB signed a Joint Statement on Co-
operation with the Council of Europe Development
Bank highlighting the various areas of joint interest
and the two institutions’ cooperation mechanisms,
with a particular focus on social sectors, urban de-
velopment (under JESSICA), human capital and the
environment.

Finally, the EIB was granted observer status at the
Black Sea Trade and Development Bank.

Establishment of the European Studies
Library

The EIB and the University of Luxembourg signed
an agreement in March 2008 for the establish-



ment of the “European Studies Library of the Eu-
ropean Investment Bank and the University of
Luxembourg”, whereby the EIB handed over to
the University of Luxembourg its documentary
collection.

This collection, which comprises some 10 000
works, testimony to the activities, priorities and
strategies of the Bank since its foundation in 1958,
will thus be available to researchers.

With the establishment of the European Stud-
ies Library the two institutions hope to encour-
age and facilitate a high standard of historical re-
search in European studies and actively contribute
to the development of the young University of
Luxembourg.

European Microfinance Week

In November 2008 the European Microfinance
Platform, a network of approximately 100 organi-
sations and individuals active in the area of mi-
crofinance with the main objective of promoting
cooperation amongst European microfinance bod-
ies working in developing countries, organised the
European Microfinance Week in Luxembourg, with
the support of the Luxembourg Ministry of Foreign
Affairs.

The Microfinance Week, which took place under
the heading “Frontier Issues in Microfinance Op-
portunities and Challenges for European Actors’,
dealt with a number of issues ranging from “Inno-
vation for Rural Outreach” to “Social Responsibility
in Microfinance Practice” and “Opening the Frontier
with Technology”.

The second European Microfinance Award was pre-
sented during the week at the premises of the EIB
in the presence of Her Royal Highness The Grand
Duchess of Luxembourg, Mr Louis Michel, Europe-
an Commissioner for Development and Humanitar-
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ian Aid, Mr Jean-Louis Schiltz, Luxembourg’s Minis-
ter for Cooperation and Humanitarian Action, and
Mr Philippe Maystadt, President of the European
Investment Bank.

The prize was awarded to Buusaa Gonofaa, an Ethi-
opian microfinance institution which provides mi-
crocredit and savings services to poor households
in Ethiopia, with a particular emphasis on women,
landless young people and small farmers, for the
development of an innovative system for deter-
mining customer needs and evaluating changes in
their social well-being.

Philippe Maystadt presents
Rolf Tarrach, Rector of the
University of Luxembourg,
with one of the documents
from the EIB collection.
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Transparency

Transparency is an important element of the EIB’s
corporate responsibility. A high level of transparen-
cy is part of the Bank’s mission to contribute to the
policy objectives of the European Union. As a pub-
lic body, the EIB considers transparency on how it
makes decisions, works and implements EU poli-
cies crucial to strengthening its accountability and
credibility vis-a-vis European citizens and citizens
elsewhere affected by its operations. Transparen-
cy also contributes to increasing the efficiency and
sustainability of the Bank’s operations.

Public disclosure of information

Public disclosure of information is an important ref-
erence point for the implementation of the Bank's
commitment to transparency. The EIB website is

Transparency and Public Information

the main platform for actively disseminating infor-
mation to the public, with some 4 million visitors
in 2008. The EIB InfoDesk provides a first contact
point at the Bank for the public at large. In 2008,
the InfoDesk received some 25 500 eligible e-mails,
leading to a total of 17 500 exchanges (a 40% in-
crease compared to the previous year).

The Bank’s communication with the public is subject
to the EIB Public Disclosure Policy (2006). The pol-
icy is founded on a presumption of disclosure un-
less there is a compelling reason for non-disclosure.
The Bank has committed itself to formal reviews of
the Public Disclosure Policy every three years. Con-
sequently, in 2009 the policy will be reviewed and
include a public consultation as part of one large
consultation process, with interconnected elements,
covering also a review of the Transparency Policy
and the Complaints Mechanism Policy.

Every year, the Bank publishes an evaluation of the
implementation of the Public Disclosure Policy.

One World Trust report

The 2008 Global Accountability Report published by One World Trust, an independent
think tank that conducts research, develops recommendations and advocates for reform
to make policy and decision-making processes in global governance more accountable, as-
sessed the accountability capabilities of 90 global organisations from 2006 onwards. Basi-
cally the report assesses the capabilities of organisations at four levels: transparency; par-
ticipation; evaluation; and complaints and response handling.

The EIB was for the first time assessed on its accountability capabilities as part of the inter-
governmental organisations (IGOs) group. In this group the Bank was ranked fourth (out of
10) for its overall accountability capabilities and ninth out of the total of 30 organisations eval-
uated in 2008.

Worth noting is the score obtained on the transparency capabilities, where only the EIB and IFC
scored above 70 per cent, the minimum threshold for basic transparency capabilities, while the
average score for the 30 organisations was 41 per cent.
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Statement on Environmental and Social Principles and Standards

The EIB approach to environmental sustainability — as well as the closely related concept
of social well-being - is described in “The EIB Statement of Environmental and Social Prin-
ciples and Standards” (the Statement). During 2008 the Statement was revised and a pub-
lic consultation was held to collect comments from civil society. The constructive contribution
to this consultation of civil society organisations, in particular the NGOs that traditionally
scrutinise the Bank, was very much appreciated by the Bank ™ and resulted in a statement
that provides a much greater sense of urgency about the problems of climate change, ex-
pands the social dimensions of sustainable development and recognises the importance of
biodiversity.

Following the approval on 3 February 2009 of the EIB’s new Environmental and Social State-
ment, the Management Committee decided to review the structure of the Projects Directo-
rate with the aim of increasing the Bank’s ability to deliver sustainable projects. The pro-
posed changes focus on the establishment of the Environmental and Social Office (ESO),
which replaces the Sustainable Development Unit (SDU).

stakeholder submissions and the Bank’s reasoned

Public consultation

The Bank conducts public consultations on selec-
tive corporate and important multi-sector policies
that are typically of interest to all EIB stakeholders.
The main objectives of a consultation are to gener-
ate valuable stakeholder contributions and to rein-
force transparency and accountability. As a gener-
al rule, these web-based consultations go hand in
hand with public meetings with a view to facilitat-
ing a direct (face-to-face) dialogue with interested
stakeholders. Stakeholder contributions are exam-
ined and evaluated by an EIB Review Panel. After
approval by the Management Committee, the final
draft policy is published for information on the EIB
website 15 working days prior to its being consid-
ered by the Board, together with a Public Consul-
tation Report. The Report outlines how the con-
sultation was conducted and brings together all

positions on the extent to which these were tak-
en into account. After Board approval, the policy is
published on the EIB website and, if appropriate, in
the Official Journal of the European Communities.

In addition to formal public consultation, simplified
web-based consultation or informal stakeholder
meetings on other selected policy documents may
be held, depending on the type and content of the
document in question.
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As in previous years, the Bank made a number of
training/awareness-raising events on corporate re-
sponsibility issues available to staff.

The well-being of staff is an important issue for an
institution like the EIB. As part of the programme
to keep staff aware of the threats to their well-be-

List of training topics on
environmental and social
issues presented to staff
during 2008 by SDU

e Environmental and Social Practices
Handbook

o EIB Statement on Environmental
and Social Principles and Standards

e Presentation of Draft EPE
Sourcebook

e Emission Trading Scheme Workshop,
Climate Change

e Environmental and Social Practices
and Procedures

e EU Environmental Law

e Social Assessment: Policies and
Practices

e Climate Change

e Extractive Industry Transparency Ini-
tiative - EITI

e Mainstreaming Climate Change into
Operations

e Social Assessment - Introduction to
the EIB’s Social Guidelines

e Port of Tangiers — Resettlement Case
Study

e Outside View of the EIB’s Social
Guidelines

e Using Satellite Data to Support Envi-
ronmental Monitoring

e Climate risk management
consultations

ing, the Bank organised an awareness campaign
on its Dignity at Work Policy, reminding the staff
through paper and web-based information of the
existence of the policy as well as the names of the
Confidential Counsellors. A workshop open to staff
was also organised with the Mentally Fit Institute
on possible approaches to help people develop
their intellectual, emotional and physical potential.
Light physical exercise classes were also proposed
to staff during the year to help address back/neck/
shoulder pain.

As far as the internal environmental footprint is
concerned, a conference was organised for staff to
present the new measures approved in 2008 aimed
at reducing the internal footprint and to raise their
awareness on the possibilities for individuals to re-
duce their CO, emissions in their daily lives. Infor-
mation was also presented on car-sharing in Lux-
embourg and the wider region, on subsidies made
available by Luxembourg and on the possibilities
of being supplied with green energy.

The Civil Society (CSO) Unit also runs, together with
the Human Resources Department and external
experts, in-house awareness and capacity-building
programmes on the Bank’s interaction with civil so-
ciety in order to build on and improve the knowl-
edge base and commitment among staff for com-
munication with civil society representatives.

In 2008 the Sustainable Development Unit carried
out a total of 18 training events and consultations
covering general environmental and social poli-
cies, as well as specific social development, envi-
ronmental, climate change and biodiversity issues.
The training was provided by internal experts and
outside speakers.



Information regarding how to lodge a complaint is
available in all the official languages of the Europe-
an Union on our website http://www.eib.org/about/
news/how-to-lodge-a-complaint.htm?lang=-en

Complaints Mechanism Policy

In 2008 the EIB consolidated its best practices in
the field of accountability by bringing them to-
gether in a comprehensive policy package consist-
ing of the EIB Complaints Mechanism Policy (CMP),
the Memorandum of Understanding with the Euro-
pean Ombudsman (EO) and the Terms of Reference
of the EIB Complaints Office, a unit of the EIB for
addressing citizens’ and civil society organisations’
concerns about the way the EIB performs its activi-
ties. The CMP and the accompanying documents

Corporate Responsibility Developments in 2008

21

EIB Group

Handling Complaints

were approved by the Management Committee on
24 June 2008 and published on the EIB website on
10 July 2008.

The CMP can be described as a two-tier facility, set-
ting the general guidelines for exercising the right
to lodge a complaint of maladministration with the
EIB internal complaints mechanism and informing
stakeholders on the possibility of external scru-
tiny by the EO, the EIB’s independent complaints
mechanism.

The CMP includes a chapter on the independent
part of the mechanism, the EO, particularly con-
cerning the admissibility criteria for lodging a
complaint, and additional information about the
procedure followed by the EO when dealing with
complaints concerning maladministration lodged
against the EIB. The EIB will launch a public consul-
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tation on the CMP as well as on the Terms of Refer-
ence of the EIB Complaints Office (EIB CO) in early
2009.

Following the approval of the CMP, the EIB CO
deals with the centralised handling and structured
investigation of complaints of maladministration
received by the EIB with a view to fostering the EIB
Group's accountability and transparency towards
its stakeholders whilst ensuring the effective and
efficient handling of complaints in order to prevent
their escalation to EO and/or other compliance re-
view mechanisms.

Memorandum of Understanding between
the EIB and the European Ombudsman

On 9 July 2008 the European Ombudsman and the
President of the EIB met at the EIB’s premises on

Maladministration occurs when the EIB
Group fails to act in accordance with the ap-
plicable legislation and/or internal policies,
fails to respect the principles of good ad-
ministration or violates human rights. Some

examples of failure to respect the principles
of good administration dealt with in the Eu-
ropean Ombudsman’s decisions are: admin-
istrative irregularities, unfairness, discrimina-
tion, abuse of power, failure to reply, refusal
of information and unnecessary delay.

the occasion of the signature of the MoU between
the EO and the EIB. The MoU achieves a common
understanding of purpose and consistency of ap-
plication across the internal (EIB CO) and external
(EO) components of the EIB Complaints Mecha-
nism, with a specific focus on the criteria for admis-
sibility of complaints against the EIB. In particular,
the main innovation brought about by the MoU
is that the EO has agreed to use systematically his
own-initiative powers to initiate inquiries regard-
ing alleged maladministration by the EIB when the
sole reason preventing an inquiry is the fact that
the complainant is not a citizen of the European
Union or a natural or legal person residing or hav-
ing his registered office within the Union.

The Memorandum, which has been translated into
all the official languages of the European Union,
was published in the Official Journal of the Europe-
an Union on 25 September 2008 (0J C 244, p. 1-2).

Complaints in 2008

In 2008 the EIB CO dealt with an increasing number of
complaints (the number rose from 25 complaints in
2007 to 38in 2008).

These include the complaints lodged directly with
the EIB Complaints Mechanism (including Recourse
Prevention Measures (RPM), i.e. complaints han-
dled directly by the services concerned under the
supervision of the EIB CO whenever an amicable
solution between the EIB and the complainant ap-

Comparative analysis: complaints received, dealt with and closed within the calendar year

Complaints Received Dealt with Closed
2006 15 15 9
2007 25 31 29
2008 38 40 30
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pears to be feasible) as well as complaints against
the EIB lodged with the EO. The list also includes
communications against the European Commu-
nity for actions or omissions of the EIB submitted
to the Aarhus Convention Compliance Committee
(ACCQ).

In 2008 the Complaints Office handled 37 com-
plaints lodged with the EIB internal complaints
mechanism, including 3 RPM initiatives, 2 com-
plaints lodged against the EIB with the EO and a
communication against the European Community
before the ACCC. The complaints ranged from cas-
es concerning internal or external procurement (P),
to the economic, environmental or social impact
of projects financed by the EIB (E), from issues per-
taining to the EIB’s human resources (HR) to cases
concerning access to information (INA) or custom-
er relations with regard to the borrowing activities
of the EIB (C). In 2008 four complainants decided to
lodge a confirmatory complaint following the partial
or total rejection of their complaints. The opportu-
nity to lodge a confirmatory complaint has been in-
troduced by the EIB CMP with a view to enabling un-

successful complainants to provide additional facts
supporting their allegations or to make further alle-
gations or claims within an imposed timeframe de-
pending on the type of the complaint.

Most of the complaints lodged with the internal
mechanism were received on complaints@eib.org,
a dedicated mailbox providing the public with an
additional channel for making complaints against
the EIB. For complainants who wish to access the
EIB Complaints Mechanism online, in 2008 the EIB
published an online complaint form in all the offi-
cial languages of the European Union on its web-
site (http://www.eib.org/infocentre/complaints-form.
htm). This was designed to facilitate stakehold-
ers’ access to the mechanism and is the first step
towards establishing the EIB Complaints Mech-
anism as an ODRM (Online Dispute Resolution
Mechanism).

The EIB CO also provides the EIB services concerned
with internal consultancy whenever they are deal-
ing with sensitive correspondence from members
of the public expressing their concern about the

EIB Group
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activities of the EIB, with a view to facilitating ami-
cable solutions between citizens and the public ad-
ministration (mediation procedure). In 2008 the EIB
CO was involved in 19 mediation procedures.

Follow-up

The CO endeavours to monitor the complaints
dealt with, so as to contribute to the learning proc-
ess, leading to good administration and the estab-
lishment of a culture of service within the EIB. Thus
in 2008 the CO - in cooperation with the relevant
services of the EIB - launched a “follow-up” cam-
paign in response to the request from the EO for
feedback on the follow-up to his critical and fur-
ther remarks in three complaints against the EIB
closed in 2007 (0948/2006/BU, 1779/2006/MHZ
and 1807/2006/MHZ).

On 1 December 2008 the EO published a study of the
follow-up given to all critical remarks and further
remarks made in 2007. The 2007 study includes six
“star cases”, which illustrate how a constructive re-
sponse to the Ombudsman’s criticisms and sugges-
tions can help promote a culture of service, there-
by serving Europe’s citizens better and winning
their trust. One case, in which the EO considered
that the EIB’s follow-up was exemplary, is includ-
ed in the list of “star cases” (1807/2006/MHZ). The
study is also published on the European Ombuds-
man’s website (http://www.ombudsman.europa.eu/
home/en/default.htm).



The EIF is a Community body and member of the
EIB Group. Its capital is owned 63.6 per cent by the
EIB, 27.4 per cent by the European Community and
9.0 per cent by a number of European financial
institutions.

In 2008, with a view to further strengthening its
commitment to ethical principles, the EIF revised
its staff code of conduct and issued a code of con-
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duct for its Chief Executive and Deputy Chief Exec-
utive, which are aligned with the ethical framework
laid down for the EIB Group.

The EIF has also issued an Anti-Fraud Policy, which
confirms its commitment to combating fraud,
corruption and other illegal practices in line with
the EIB Group's zero-tolerance policy on such
practices.

EIB Group

Compliance with Laws and Regulations

The Office of the Chief Compliance Officer (OCCO)
identifies and addresses ex ante risks associated
with non-compliance with laws, rules and regu-
lations and policies applicable to the EIB. OCCO is
responsible for integrity checks and Anti-Money
Laundering and Combating the Financing of Ter-
rorism monitoring of the Bank’s counterparties and
operations.

In 2008 no evidence was found of the EIB contra-
vening any laws or regulations leading to fines for
non-compliance with laws and regulations con-
cerning the provision and use of products and
services.
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Fraud Investigations

Fraud Investigations is a separate unit within the
Inspectorate General (IG/IN) of the European In-
vestment Bank Group. It is responsible for receiv-
ing allegations from any source inside or outside
the EIB Group of suspected fraud, corruption, co-
ercion, collusion, money laundering or the financ-
ing of terrorism relating to EIB Group activities and
operations.

The EIB cooperates closely in the fight against fraud
and corruption with other international financial
institutions (IFls) and with OLAF, whose remit is the
fight against fraud, corruption and other illegal ac-
tivities detrimental to the Communities’ financial
interest. In particular, each and every case that the
Inspectorate General investigates is submitted by the
EIB to OLAF, which, at the request of either party, co-
operates with the Inspectorate General, thus ensuring
that a combination of banking and investigative re-
sources is applied to the investigation.

The EIB's Anti-Fraud Policy was the subject of a
public consultation exercise during 2007, which
resulted in the approval and publication of the re-
vised policy in April 2008.

During 2008 the Unit accepted 38 new complaints,
compared with 33 in 2007 and 44 in 2006.

In 2008 21 investigations were opened, the same
number as in 2007. Together with 24 ongoing in-
vestigations, the Unit worked on 45 cases, a 13%
increase over 2007. Of these, six concerned fraud
allegations relating to investment companies with
which the EIF was dealing.

In 2008, 18 cases were closed as follows:

« Evidence inadequate or non-existent: 2

« Results of investigation referred to judicial author-
ities and/or loan (partly) reimbursed: 6

» No wrongdoing found: 1

» Adequate reaction by promoter: 7

« Case appeared not to involve EIB funds: 2




The EIB had announced in its Anti-Fraud Policy its
intention of revising the existing provisions con-
cerning whistleblowing with the aim of establish-
ing an integrated and comprehensive approach to
this sensitive issue. An initial proposal was present-
ed to the Management Committee at the end of 2008
for a fully-fledged policy aimed at enhancing the
Bank’s transparency and underpinning its system for
combating practices that could damage its activities
and reputation and thus usefully contribute towards
maintaining a high level of integrity and ethics in the
functioning of the Bank.M The policy was approved
at the beginning of 2009 and will be made availa-
ble to staff and the public.

Protecting the integrity and reputation of the EIB
requires the active support of all members of the
Bank’s staff and any other person providing the
Bank with services, including consultants and oth-
er service providers, who are required to report in-
cidents of suspected fraud, corruption, collusion
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Whistleblowing Policy

and coercion, and other serious infringements of
the rules and policies in force at the Bank.

By setting out clear reporting lines, ensuring max-
imum protection for any whistleblower acting in
good faith, and condemning any retaliatory action
or reprisals, the policy will allow any relevant per-
sons to fulfil their duty to report wrongdoings.

The basic principles of the Bank’s Whistleblowing Policy are as follows:

« the persons concerned should use the existing reporting lines, i.e.:

- all cases of alleged fraud, corruption, collusion or coercion, money laundering and financing of
terrorism need to be reported to the Inspector General (IG); as a last resort, the matter could be
referred to the Audit Committee or, in the event of maladministration, the Ombudsman;

- all other cases, including misconduct, breach of the code of conduct or ethical issues, should be
reported to the Chief Compliance Officer or Director of Human Resources; as a last resort, the
matter could be referred to the President or a member of the Management Committee or, in the
event of maladministration, the Ombudsman;

- whistleblowers must not under any circumstances be subject to reprisals;

« those who report incidents in good faith must be protected and their identity must insofar as possible

remain confidential;

« the reported incidents should be verified in the appropriate manner and, if they are confirmed, the Bank
should take all necessary steps to identify appropriate remedies;

« the basic rights of any person implicated by the reported incidents must be respected, whilst ensuring

that the procedures provided for are effective.
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Operating Practices

EIB Group

Value added - figures and improved
methodology

Since 2005 (when the value added system was in-
troduced), the VA assessment has undergone a
number of important developments. In light of ex-
perience and continuous improvement efforts, the
way VA is measured nevertheless still offers scope
for further development with a view to increasing
consistency in both the assessment of operations
and coherence and transparency of ratings. The
new VA methodology will enable the Bank to com-
pare and differentiate better between projects and
select for financing those projects that best under-
pin its strategy and the building of Europe.

For these reasons a full review was launched at the
end of 2008 to identify those areas that might ben-
efit from further improvements.

For future assessments, the new VA methodology
will improve the consistency of assessing the VA of
the Bank’s operations. Main improvements concern
the assessment criteria for each pillar, the guidance
given for allocating scores, the assessment process
and quality assurance and control measures.

Currently the three pillars are used at the final
stage of the appraisal of an operation. With the
new methodology the evaluation of the three pil-
lars will be extended throughout the project cycle,

Sustainability of EIB investment

Three-pillar structure

The Bank’s Strategy identifies three
‘pillars’ for measuring the ‘value add-
ed’ (VA) to beneficiaries of the Bank’s
lending activities. Investments are
screened to determine their level of
value added (high, medium, moder-
ate and low).

Pillar 1

the consistency between each opera-
tion and the priority objectives of the
EU;

Pillar 2

the quality and soundness of the
project, focusing on identifying the
economic and environmental sustain-
ability of the operation; and

Pillar 3
the contribution made by the EIB,
both financial and non-financial.

No ?f Total projects EU-27 Europe non-EU

projects

approved Pillar Pillar Pillar  Pillar 2 / Pillar Pillar Pillar  Pillar2/ Pillar Pillar Pillar  Pillar 2/
in 2008 1 2 3 total 1 2 3 total 1 2 3 total
High 246 200 203 | 70.2% 233 193 195 | 71.2% 13 7 8 | 50.0%
Medium 38 81 76 28.4% 37 74 70 27.3% 1 7 6 50.0%
Moderate 1 3 6 1.0% 1 3 6 1.1% 0 0 0 =
Low 0 1 0 0.4% 0 1 0 0.4% 0 0 0 =
Total 285 285 285 271 271 271 14 14 14
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from the project identification stage, through the
project assessment and screening process, to the
project completion report and the Bank’s ex post
evaluation.

The revised methodology, with more transpar-
ent and consistent pillars, will therefore provide
enhanced monitoring of the quality of the Bank’s
operations and build in feedback opportunities
and foster continuous learning.

The implementation of the new methodology will
take place throughout 2009, and the new system
will replace the current one as from 2010.

Economic and Social Impact Assessment
Framework (ESIAF)

The Economic and Social Impact Assessment
Framework (ESIAF) aims to measure the value add-
ed by the Bank when implementing its external
mandates.

The outcome of the value-added screening for the other partner countries? for 2008 is shown

in the table below:

The main features of the
framework are as follows:

Pillar 1

“Contribution to Overall Mandate Ob-
jectives and Priorities”: subdivided
into two parts covering the project’s
contribution to the overall objectives
of the Mandate and to specific region-
al objectives.

Pillar 2

“Quality and soundness of the
project”: economic, environmental, fi-
nancial, institutional and social.

Pillar 3
“EIB contribution”: financial and non-
financial.

Total projects

No of projects approved in 2008

Pillar 1 Pillar 2 ¥ Pillar 3 Pillar 2 / total
High 46 25 37 43.9%
Medium 10 29 18 50.9%
Moderate 0 1 1 1.7%
Low 0 1 0 1.7%
Projects not screened 1 1 1 1.7%
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SMEs Survey and the EIB’s Initiatives
in favour of SMEs

EIB Group

The economic structure of the EU is characterised
by the importance of the SME sector. There are
over 23 million SMEs in the EU, representing 99%
of all enterprises, and SMEs are responsible for
more than half of the EU’s GDP and employment.
Their capacity to grow and innovate is crucial for
ensuring EU economic growth and competitive-
ness. They are, however, more exposed to financial
turbulence, the business cycle and contractions in
final demand. Preserving access to finance on at-
tractive terms is therefore critical in helping them
to realise their full growth potential.

The EIB Group is one of the pillars of European sup-
port for SMEs. As a whole, the EIB Group provides as-
sistance to some 150 000 to 200 000 SMEs every year.

The EIB has granted credit lines to banking inter-
mediaries throughout Europe, which then on-lend
these funds to SMEs. These partner banks have in
turn been able to improve the terms and condi-
tions of their SME lending through an improved
cost of funding and additional liquidity. These so-
called ‘EIB Global Loans’ are used by more than 100
intermediaries throughout Europe.

The EIB increased its lending activity in favour of
SMEs from EUR 5bn of operations signed in 2007 to
EUR 8.1bn signed in 2008.

At the same time, the EIF has provided special-
ised support for SMEs based on two major prod-
uct lines. First, by acting as a fund of funds in the
venture capital area, it has invested in funds with
a specific focus on high-tech and innovative SMEs.
The EIF's total equity investments amounted to
EUR 4.7bn invested in more than 280 funds at end-
2008. Second, by providing guarantees for SME
loan portfolios, it has shared with financial inter-
mediaries the risk they run on their SME lending
activity. The EIF’'s guarantee portfolio amounted to
EUR 13bn as at end-2008.

Under the Competitiveness and Innovation Pro-
gramme (CIP), the European Commission mandat-
ed the EIF to invest a total of EUR 1bn of budgetary
funds on its behalf in venture capital funds provid-
ing seed capital or equity to innovative SMEs with
high growth potential and to issue guarantees for
loan and equity portfolios, including microcredit
portfolios.

In 2007 the EIB Group undertook a review of the
product range it offers to SMEs, to adapt it to
meet the financing needs of modern SMEs and to
increase the benefits SMEs received from its ac-
tivities. More than 100 SME associations, public
support institutions and partner banks in the 27
Member States were consulted during this review.
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As a result the EIB Group is strengthening its sup-
port for SMEs, mainly by increasing the value add-
ed for SMEs and widening the geographical cover-
age. Procedures for the Global Loan product, now
known as the ‘EIB Loan for SMEs, have been signif-
icantly simplified and at the same time the EIB is
broadening the scope of eligible investments and
further developing mezzanine financing solutions
to extend coverage of SME financing needs.

The new EIB Loan for SMEs takes account of the ac-
tual investment requirements of SMEs by expand-
ing the previous eligibility based on new fixed as-
set investment to include financing of intangible
investments fostering innovation and growth. The
EIB intends to support investments for the devel-
opment of new products and services, the intro-
duction of new production processes, the acqui-
sition of licences and other intellectual property
rights, the building up of distribution networks in
domestic or foreign markets and the financing of
generation change within a company as part of
this innovation process.

By nature, investments in intangible assets are
more risky than those in tangible assets as there is
no fixed asset that commercial banks can use as se-
curity for their financing. This is one of the reasons
why the EIB intends to diversify its product range
by developing risk-sharing schemes for both senior
debt and mezzanine financing. Mezzanine financ-
ing may take various forms, and the EIB Group is
currently discussing with several banking partners
ways to support the provision of debt with specific
characteristics to innovative SMEs, for instance un-
secured debt with an unusually long duration. By
providing additional risk-taking capacity, the EIB
will enable intermediaries to increase their SME
lending in the future and thereby provide SMEs
with the financial capacity to realise their plans
for future development and growth. The EIB Group
is also partnering with the European Commission
in a new EU microcredit initiative, mobilising up to
EUR 50m for microfinance institutions through co-
financing and technical assistance facilities.

The ultimate goal of all these proposals is to im-
prove access to finance for SMEs on attractive
terms. Thus, these new initiatives will be imple-
mented only with intermediaries who fully accept
the Bank’s requirements in terms of transparency
and transfer of benefit since one conclusion of the
SME consultation was that SMEs often do not know
enough about the EIB's involvement or what the
actual benefit of this involvement has been.

The EIB will insist on the development of designated
products with advantageous terms and conditions for
SMEs and a clear mention of the EU’s involvement.
Intermediaries will be required to inform individual
SMEs of the benefits of EIB finance and insofar as
possible quantify those benefits. This is already be-
ing done, in a very visible way, by some of the part-
ner banks and the EIB will ask the others to comply
with these best practices.

As part of their future activity in favour of SMEs, the
EIB and EIF will cover the whole spectrum of finan-
cial products needed by SMEs and midcaps to real-
ise their full growth potential and ensure that the
benefits of the support are genuinely passed on
to the companies themselves. The choice of prod-
uct and the mechanism for transferring the bene-
fit to final beneficiaries should, however, reflect the
needs of each market. Whilst we believe that these
concrete proposals are a contribution to the objec-
tives of the Small Business Act for Europe, the EIB is
also fully aware of the need to continually review
its product offering to ensure that SMEs are com-
petitive in Europe.

The new EIB initiative in favour of SMEs and mid-
caps, which aims to modernise and simplify the ex-
isting financial products made available to banks as
well as to better meet SME market gaps by deploy-
ing a range of new financial instruments, should
help to reduce the negative effect of the current
lack of liquidity and higher funding costs.
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Knowledge Economy: Promoting a Competitive
Knowledge Economy in the 21st Century

In 2007, the renewal of the Lisbon Strategy called
for increased investment in knowledge and inno-
vation, with the aim of closing the competitiveness
gap between the European Union and other lead-
ing industrial economies. Previously known as the
“Innovation 2000 Initiative’, the Knowledge Econ-
omy Initiative for the 21st century is the EIB’s con-
tribution to achieving this aim and is designed to
encompass all investments that contribute to the
creation of knowledge and its transformation into
innovative products, processes and services lead-
ing to competitiveness gains. It is made up of three
broad objectives, which make up the “knowledge
triangle”: education and training - increasing the
skills and competences of the European labour
force and promoting employability throughout
life; research and development - in both the public
and private sector, bridging the gap to increase the
transfer of knowledge to industry; and innovation —
applications, diffusion and enabling infrastructure,
in particular ICT, with a view to enhancing produc-
tivity and competitiveness.

This initiative has already helped to raise the pro-
ductivity and growth potential of the EU economy,
with the volume of EIB loans under i2i amounting
to EUR 56.7bn between 2000 and 2007.

Education projects represent one fifth of i2i/Knowl-
edge Economy lending and include investments
that promote and provide access to high-quality ed-
ucation at all stages of the lifelong learning system,
from early childhood through to tertiary education,
academic research and also vocational training. A
large part of the Bank’s financing targets the public
sector. Between 2000 and 2007, EUR 12.8bn was lent
to the education and training sector. Looking ahead,
the objectives of the Knowledge Economy Initiative
in the education sector will be to target investments
of exceptional relevance to quality, such as teach-
er training programmes, and to encourage student
mobility by supporting student loan schemes, as
well as to address the problem of social inclusion
and demographic change, and to promote links
with academia and business enterprises.

i

-

Research & Development is key to the EU’s com-
petitiveness and economic growth and a consid-
erable additional effort is needed to meet the tar-
gets of the Lisbon Agenda. The Bank contributes
towards achieving this aim with its numerous
projects in various sectors, in particular informa-
tion and communications technology, and also in
emerging technologies such as life sciences (main-
ly biotechnology), environmental technologies
(including energy efficiency and climate change
in transport and manufacturing and process in-
dustries) and new technologies in mature sectors,
such as steel, chemicals and agro-food and materi-
als sciences (nanotechnology). It also supports the
EU’s R&D policies by participating in joint research
programmes, European technology platforms and
research infrastructure. R&D projects amounted to
EUR 24.0bn between 2000 and 2007. This effort
will be further stepped up under the Knowledge
Economy Initiative.

Innovation can be seen as a consequence of the
first two priority objectives, resulting in a product,
process or service which then needs to be rolled
out and applied by companies. The Knowledge
Economy Initiative will support projects in all man-
ufacturing, process and service industries that in-
troduce significant innovations with a view to re-
maining competitive with regard to other major
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world economies. This includes supporting projects
to comply with changes in the regulatory environ-
ment. The EIB was involved in financing EUR 18.1bn
in projects of this nature between 2000 and 2007.
With regard to the needs of the information soci-
ety, the Knowledge Economy aims to contribute
in particular to ICT infrastructure for the process-
ing, storage, access and dissemination of informa-
tion, to enable the rapid diffusion of innovation, in-
cluding financing projects in innovative software,
audiovisual and multimedia to provide e-services.

To achieve its objectives in the Knowledge Econo-
my, the EIB deploys a full range of financial instru-
ments, such as senior investment and structured
loans or, in conjunction with the EIF, venture capi-
tal. In addition, support by the European Commis-
sion, in particular through the RSFF (Risk-Sharing
Finance Facility) mandate, helps the Bank to ex-
tend its financing to higher-risk, higher value-add-
ed projects.

An outstanding example of where the EIB has financed research is the
Medinvest project.

In November 2008, the EIB signed a Risk-Sharing Finance Facility operation with Medin-
vest, a group of five SMEs, with the aim of supporting the commercialisation of cutting-
edge medical technology devices for dealing with chronic heart failure, diabetes, obesity
and strokes. This was the first operation by the Bank involving several EU Member States
but also Israel and was innovative as it successfully combined the high risk inherent in re-
search with the high value added of EIB finance. It also used a novel financial structure, fill-
ing a genuine funding gap between venture capital and traditional debt financing via a
mezzanine-type portfolio financing approach.

Although the investment was rather small (EUR 30m), the EIB’s involvement as an anchor in-
vestor played an important catalytic role in attracting and retaining other institutional inves-
tors, which is of particular relevance in the current difficult financial environment.

The project included research and development, clinical trials, regulatory national approv-
al and the costs of market launch. The investment provides a boost for the medical technol-
ogy industry, which is dominated by SMEs and therefore contributes to job creation as well
as improved healthcare for patients worldwide.




The EIF provides risk finance cover to intermediar-
ies for the benefit of small and medium-sized en-
terprises. It operates primarily as an investor in the
equity of venture capital and private equity funds
and as a guarantor to financial institutions for SME
financing. On this basis, following the recommen-
dation in the relevant Commission regulation, by
the end of 2008 seven EU Member States had giv-
en the EIF the task of managing support for SMEs
in the context of the EU Structural Funds under the
European Community’s JEREMIE initiative.

The EIF also manages on behalf of the European
Community a facility for venture capital/private eq-
uity and guarantee finance for the benefit of SMEs
as part of the Competitive Innovation Programme;
this programme has a specific window for financial
support for Ecolnnovation. In the 2008 financial
year, two investments in venture capital/private eq-
uity funds with an investment focus on or at least
significant stake in Ecolnnovation were signed to-
talling, with the investment signed in 2006, nearly
EUR 44.5m in commitments.

The EIF has set up a dedicated team to conduct
evaluation studies to assess the supply and de-
mand for “non- banking” microcredit in various EU
Member States. This forms part of the EU initiative
JASMINE (Joint Action to Support Microfinance In-
stitutions in Europe), launched end-2007 by the
European Commission, which aims to provide mi-
crocredit support for entrepreneurs otherwise ex-
cluded from the banking sector.

Corporate Responsibility Developments in 2008
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GEEREF

The EIF has coordinated the estab-
lishment of the Global Energy Effi-
ciency and Renewable Energy Fund
(GEEREF). This is an innovative initia-
tive launched by the European Com-
mission together with Germany and
Norway as public donors. The ini-
tiative combines public and private
funding to support access to clean en-
ergy and development for economies
in transition and developing coun-
tries. It is managed by an EIB team,
with back office support from the EIF.

EIB Group




EIBGroup 36  Corporate Responsibility Developments in 2008

Environmental and Social Issues

Highlights and achievements in 2008

e During the course of the year the Bank reviewed and renewed its entire environmental
policy, formally expressed in a document entitled ‘The EIB Statement of Environmental
and Social Principles and Standards’ (the Statement)>.

oThe Statement was drawn up with extensive dialogue and consultation with external in-
terested parties — not least the international environmental NGOs.

e Happily this has proved to be a two-way process. As a result of an ongoing dialogue, the
Bank is increasingly seen as a legitimate partner in a variety of international environmen-
tal fora, with its own mature and distinctive contribution to make.

eln parallel with these initiatives, environmental and social issues have continued to be
brought into the mainstream of the Bank’s internal procedures, with the ultimate objec-
tive of embedding environmental thinking deep into the culture of the organisation.

o A key element in this ‘mainstreaming’ is an extensive programme of staff training, based
on the Bank’s ‘Environmental and Social Practices Handbook’ (the ‘Handbook’), which was
extensively revised and expanded in 2007, and the ‘Sourcebook on EU Environmental

’

Law’

eIn the meantime the Bank’s Sustainable Development Unit (SDU) has been responding
to new challenges, not least in the areas of biodiversity and social assessment — matters
that are also being and will increasingly be brought into the ‘mainstream’ culture of the
institution.

eLast but not least, the Bank financed some excellent and innovative environmental
projects during 2008, some of which are highlighted in the following chapter.

eIn 2008 the EIB was granted observer status at meetings of the United Nations Framework
Convention on Climate Change (UNFCCC) as an intergovernmental organisation.

e Following the approval on 3 February of the EIB’s new Environmental and Social State-
ment, the Management Committee decided to review the structure of the Projects Direc-
torate with the aim of increasing the Bank’s ability to deliver sustainable projects. The pro-
posed changes focus on the establishment of the Environmental and Social Office (ESO),
which replaces the Sustainable Development Unit (SDU).

*Formally approved by the
Board of Directors on 3 Feb-
ruary 2009.




In the EIB’s Corporate Operational Plan (COP) en-
vironmental operations are grouped under two
broad headings: first, ‘Protection of the Natural En-
vironment' - including combating climate change,
water and waste management and maintaining
biodiversity — and, second, ‘Sustainable Commu-
nities’ — including urban renewal and sustainable
transport. So the following sections of this chap-
ter first take an overview of the EIB’s environmental
and social policy and initiatives against the back-
ground of EU and international policy in this vast
field and then review in greater detail policies, and
policy developments, in these key sectors. A fur-
ther section covers social assessment, an issue that
cuts across all areas in which the EIB operates. The
final section summarises the key actions necessary
to bring environmental and social assessment fur-
ther into the mainstream of EIB activity.

Recent policy developments in the EIB and
the EU

The EIB’s environmental objectives have been
clearly established for several years and were set
out in some detail in statements that the Bank is-
sued in 2002 and 2004. Nevertheless their detailed
elaboration continued to develop and broaden,
both as they have become more embedded in the
day-to-day life of the institution and as the interna-
tional community’s commitment to environmental
and social sustainability has also deepened. Thus a
further step was taken in May 2006 when the EIB,
together with four other European IFls, subscribed
to a common declaration entitled European Prin-
ciples for the Environment (EPE), which is intend-
ed to govern the environmental aspects of the
five signatories’ operations. The EPE principles are
based on EU guidelines and directives but in some
ways go beyond these, for example in recognising
established good practice.

The new 2008 ‘Statement’ draws on all this previ-
ous work but was also enriched by extensive exter-
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The EIB’s carbon footprint

One of the EIB’s environmental objec-
tives is to minimise the ‘carbon foot-
print’ of the projects that it finances.
Accordingly during 2008 the carbon
footprints of a number of recent car-
bon-intensive projects were assessed
to gain a better understanding of the
methodological issues involved. Fol-
lowing this exercise the EIB, togeth-
er with the EBRD, convened a techni-
cal workshop on the ‘Harmonisation
of Carbon Footprinting' This was at-
tended by the major IFls and other
public financing agencies. On the
back of this experience the Bank will
systematically calculate the carbon
footprint of the 40 to 50 carbon-in-
tensive projects it will be appraising
during 2009. It is likely that around
two thirds of these will be in the ener-
gy sector, with the other third being
large-scale industrial plants. At the
end of the year the exercise will be
reviewed with a view to refining the
methodology and possibly extending
the scope of the assessment.

Interpreting the results of the ex-
ercise may not be straightforward.
All projects probably add to carbon
emissions in an ‘absolute’ sense. What
is more important, but more difficult,
is to assess ‘relative’ emissions com-
pared with an ‘alternative; and judg-
ing what this alternative should be
(the next ‘best’ project, some notion-
al standard, or doing nothing, etc.).
The outcome of the exercise will be
reported in Corporate Responsibility
Developments in 2009.

EIB Group
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nal consultation. This in itself is a challenging proc-
ess. The Bank has to listen carefully to, and learn
from, those NGOs and others with extensive and
detailed knowledge of particular sectors or issues,
while not forgetting its main purpose: supporting
the development of the EU (and other countries in
accordance with its different mandates) by financ-
ing sound, viable and cost-effective projects. Ex-
perience shows that, with goodwill on both sides
and mutual respect, the dialogue can be fruitful
and much can be achieved. That, at least, was the
Bank’s experience in preparing its 2008 Statement
and it is to be hoped that a solid basis has been laid
for further dialogue in the future.

The Statement outlines the standards that the Bank
will apply in appraising projects, including those
outside the EU; the approach to be followed; and
the responsibilities of the various parties. Com-
pared with the similar statement of 2004, the new
Statement reflects far greater urgency about cli-
mate change, is more concerned with the social di-
mensions of sustainable development, and increas-

]

ingly acknowledges the importance of biodiversity
as a global issue that cannot be ignored.

In many ways the publication of the 2008 State-
ment signals that the EIB is entering a new phase
in which environmental and social concerns are to
be at the centre of all the Bank’s lending and oth-
er activities, and not merely an accessory that is
bolted on to more conventional approaches and
techniques. As noted above, its development has
been accompanied by an internal programme of
staff training and awareness-raising events based
around the existing ‘Handbook’ and ‘Source Book'.
This programme will continue in 2009 and beyond.

These internal developments reflect, and to some
degree are driven by, the considerable progress
that occurred during 2008 in the environmental
policies of the EU as a whole. In early 2007 the EU
Commission had brought forward a proposed ac-
tion plan for energy and climate change, which
was approved by the European Council in March
2007. These proposals were further elaborated in




2008 and eventually approved by the European
Council and European Parliament in December
2008. Sometimes known as the 20-20-20 by 2020
initiative’ its three targets for the year 2020 are: a
20% reduction in greenhouse gas emissions, a 20%
improvement in energy efficiency and a 20% share
for renewable energy in the bloc’s energy mix. In
addition, the EU also committed itself to a 30% re-
duction of GHG emissions below 1990 levels if oth-
er countries similarly commit themselves by inter-
national treaty.

Around the same time, in November 2008, the Com-
mission proposed to the Council “A European Eco-
nomic Recovery Plan” (ERP) to combat the current
economic recession. Under this plan the EIB made
a commitment to increase its lending by €15bn a
year over a two-year period. Of this increase €6bn a
year is for investment in climate change, energy se-
curity and infrastructure, representing a very sub-
stantial increase in the Bank’s lending in these sec-
tors compared with the trend of earlier years. This
programme has been described as ‘smart’ capital
since it offers investment that will not only help
stimulate economic recovery in the short term but
can also contribute towards ensuring environmen-
tal sustainability over the long term. Moreover in
the current financial climate the EIB is increasing-
ly the financier of first resort, placing it in a posi-
tion of particular opportunity but also of particular
responsibility.

Finally, on biodiversity the Commission published
in December 2008 its Mid-Term Assessment of Im-
plementing the EC Biodiversity Action Plan, which
had originally been adopted in 2006. The princi-
pal objective of the plan was to halt biodiversity
loss within the EU by 2010. The mid-term report is
pessimistic on this, commenting that this target is
‘highly unlikely’ to be achieved. The main positive
progress during the year seems to have been the
adoption in June of the Marine Strategy Frame-
work Directive, which provides a basis for the con-
servation of the marine environment within the
EU. A Flash Eurobarometer opinion poll in Decem-
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ber 2007 showed limited public awareness of the
problem of biodiversity, unlike the issue of climate
change, so public information campaigns seem to
be called for.

Combating Climate Change

Climate change has been described as the greatest
crisis ever faced by mankind. It is a common global
issue calling for solidarity across the whole human
race. Every person in the world and every social
institution is and will be affected and the posi-
tive or negative actions of each of us, individually
and collectively, have an impact, however small,
on everyone else. Consequently every individual
and every institution should do what they can to
address the problem. The EIB is no exception; in-
deed as an institution which has always stressed its
role over the long term it has a particular respon-
sibility. Moreover, unlike some environmental pro-
grammes which are essentially passive — avoid-
ing certain actions or protecting what already exists
- climate change demands positive action both in
reducing future CO, and other emissions and in
adapting to the consequences of climate change
that are already in the ‘pipeline’ Such actions re-
quire investment, which is the EIB’s raison d'étre. In
general such investment, if properly designed and
assessed, should be economically viable, since as
the Stern Review* emphasised, the cost of inaction
by the international community would be consid-
erably greater than the cost of action.

In the international community the European Un-
ion has always been at the forefront of internation-
al action to combat climate change. Its Emission
Trading Scheme (ETS), which commenced in Janu-
ary 2005, was the first and remains by far the larg-
est international trading system for CO, emissions
in the world, accounting for over 75% of the value
of the regulated global carbon market. In scope it
covers over 11 500 energy-intensive installations
across the EU. The first ETS trading period ran un-

“The Stern Review of the
Economics of Climate
Change, written by Lord
Stern and published in
2006.
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The Kyoto Protocol

In December 1997, under the auspices of the United Nations Framework Convention on Cli-
mate Change (UNFCCC), the international community negotiated the so-called ‘Kyoto Pro-
tocol’ This agreement acknowledged the scale of the climate change problem, set out a
target for reducing greenhouse gases (GHGs) by on average 5.2% for industrial countries
by the year 2012 compared with 1990 levels, and established some mechanisms for doing
so. Two of these are the Clean Development Mechanism (CDM), primarily for developing
countries, and the Joint Implementation (JI) for economies in ‘transition’. As is well known,
Kyoto turned out to be just a first step on the road: there were unresolved issues over bur-
den-sharing between rich and poor nations; in many cases the targets seem unlikely to be
achieved; the US signed the Protocol but did not ratify it; while the ongoing scientific mod-
elling increasingly suggested that the scale of the problem was much greater than origi-
nally envisaged.

The UNFCCC Bali Conference in 2007 agreed a two-year ‘road map’ towards a new post-Kyo-
to or Kyoto Il Protocol, to be negotiated in Copenhagen in December 2009. Hopefully this
will draw on the experience gained under Kyoto |, address some of its shortcomings, reflect
the greater urgency of the problem and take advantage of the greater political will that
now exists — not least in the United States. The Poznan Conference held in December 2008
was a step on that journey. The EIB participated actively in this Conference as well as in the
Ministers of Finance Conference that was held at the same time. The speech of the EIB’s
President drew attention specifically to energy efficiency, low-carbon technologies and
sustainable transport as areas in which the Bank could play a particularly important role. In
this connection a new European Clean Transport Facility is to be introduced.

til December 2007. The second period, from Janu-
ary 2008, will run to the end of 2012 and will be fol-
lowed by a third phase, which in several important
ways will draw on experience with the first two
phases and improve the mechanism, for example
by incorporating emissions of all greenhouse gases
and not just CO,.

The Intergovernmental Panel on Climate Change
(IPCCQ) issued its 4th Assessment Report in 2007 and
will produce the fifth in 2009. In the meantime, in
September 2008 the European Environment Agen-
cy, the Joint Research Centre, and the World Health
Organisation published a joint report entitled: Im-
pact of Europe’s changing climate — 2008 indicator-

based assessment. This is an important document
monitoring the effects of climate change within
Europe over a wide range of indicators. Among
other things it will serve as a useful baseline in the
future.

Finally, in June 2007 the EU Commission published
a Green Paper entitled “Adapting to climate change
in Europe - options for EU action”. A white paper on
the same topic is expected to follow in early 2009.

So where does the EIB fit in? The COP specifically
commits the Bank to ‘continue to support the EU
and global effort to combat climate change’ In re-
cent years a diverse range of facilities and special
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Incorporating CO, emissions into the appraisal of renewable energy
projects

The Bank’s project appraisal includes an economic assessment to check whether the project
uses resources efficiently compared with the next-best alternative. For projects which ei-
ther generate or save substantial CO, emissions (or equivalent other GHGs) the economic
price which is put on these emissions is likely to be a significant element in the appraisal.
Depending on the price chosen the decision to invest may swing one way or the other. But
there is no reliable way to look into the future and assess what the exact price should be. It
is a matter of judgement - including political judgement.

So it was a significant step in June 2007 when the Bank’s highest decision-making body,
the Board of Governors, endorsed a proposal to use an economic CO, price of around
EUR 50 per tonne compared with a previous range of EUR 25-45 per tonne. In addition, for
renewable energy projects the Bank has introduced a ‘security of supply’ premium in its
economic analysis since renewable energy is not dependent on imported hydrocarbons.

The effect of these changes has been to assign renewable energy projects a premium of
around EUR 80 per Mwh generated, compared with the alternative of generation by a Com-
bined Cycle Gas Turbine (CCGT) project. The corresponding premium just a few years ago
was merely EUR 50 per Mwh generated. The effect of this should be to allow more renewa-
ble energy projects to pass the threshold of economic viability, thereby contributing to the
EU objective of 20% electricity generation from renewable sources by the year 2020.

It should be stressed that what is under consideration here is economic viability. The finan-
cial viability of renewable energy projects will still depend on the prevailing price of oil or
gas over the project’s life and what, if any, financial subsidies are available.

EIB Group



EIB Group

42  Corporate Responsibility Developments in 2008

instruments with a bearing on climate change
have been created, many of which are referred
to elsewhere in this report. But a most impor-
tant step was taken in June 2007 when the Bank’s
Board of Governors approved a reinforced pro-
gramme for renewable energy and energy effi-
ciency, set out in a document entitled: ‘Clean En-
ergy for Europe: A Reinforced EIB Contribution’.
This established new guidelines and criteria for all
subsequent activity in this sector, together with
the objective of encouraging greater investment
in renewable energy and energy efficiency in line
with EU objectives. At the same time it strictly lim-
ited the circumstances in which the EIB would be
willing to finance new coal or lignite power sta-
tions and approved a new ‘Facility for Energy Sus-
tainability and Security of Supply’ for countries
outside the EU, setting aside up to €3bn of the
Bank’s own resources for this purpose.

If we now look beyond specific instruments, the
Bank’s actions can perhaps be grouped under
eight themes, of which the first four are primarily
concerned with ‘mitigation’ and the remaining four
are more eclectic.

The mitigation menu consists of:

1. Financing renewable energy projects. There was
a very substantial jump in EIB financing for this
sector in 2006, compared with earlier trends.
More specifically, energy lending as a whole is
targeted at 15% of total EIB lending and within
this a target of 20% for renewable energy has
been set. Equally important is the beginning of
a trend for the Bank to offer non-recourse (or
project) finance for such investments as this has
a greater leverage effect and increased value
added.

2.Investing in energy efficiency, which among
other possibilities may involve developing new
financial instruments, offering technical assist-
ance to SMEs and municipalities, and supporting
small companies that promote energy efficiency,
normally by retrofitting existing buildings. High

rates of return can be achieved in energy effi-
ciency projects.

3. Ensuring that sector lending also incorporates a
specific emphasis on reducing greenhouse gas
emissions. This involves carefully targeted invest-
ment in specific sectors in such a way that the
carbon impact of the investment is much less
than for alternatives. Examples might include
investment in public transport rather than road
building, or new schemes involving modern sol-
id waste management systems, as discussed fur-
ther below. Such ‘carbon-friendly’ policies now
apply in all areas of EIB operations, and projects
that are very energy-intensive have to be ana-
lysed including an economic price for GHG emis-
sions. The sweetener is that the Bank is able to
finance up to 75% of the cost of projects that de-
liver a substantial reduction in GHG emissions.

4. Looking beyond Europe and providing finance
and catalysing private sector financial flows for
low-carbon growth in developing countries, in-
cluding through the Energy Sustainability and
Security of Supply Facility referred to above. Sim-
ilarly the Bank, in conjunction with other MDBs/
IFls, is paying increasing attention to addressing
the problem of deforestation and forest degra-
dation, which together account for around 20%
of global GHG emissions — an area that ties in
with the issue of biodiversity.

Turning now to the more eclectic menu:

1. Financing projects and initiatives that are adap-
tive to climate change, a great deal of which is
already unavoidable. In this context the whole
water sector (broadly conceived) is likely to be
the most critical — both in fresh water supply
and in coastal protection and flood risk manage-
ment. In fact over the last decade the Bank has
made more than €1bn of loans for coastal and
landslide protection and flood risk mitigation
and recently published a Flood Risk Manage-
ment Guide (see further discussion of this sec-
tor below). This activity is again closely linked to
that of biodiversity.



2. Supporting the carbon markets. So far the Bank
participates in five funds that serve to facilitate
the functioning of the carbon market. Each is tar-
geted at a different segment of the overall mar-
ket. Suffice to note here two important develop-
ments that took place in 2008. The first was the
roll-out of the ‘Post-2012 Carbon Fund’ in which
the Bank has invested €50m of its own risk capi-
tal. This is a critically important innovation since
it enables investors to sell now their carbon
credits for the period after the expiry of the Kyo-
to Protocol in 2012 - in the reasonable expecta-
tion that a follow-up protocol will be signed and
carbon trading will continue. The second, on a
smaller scale but also innovative, was the crea-
tion of the ‘Fonds Capital Carbone Maroc’

3. Financing the development and deployment of
cost-effective low-carbon technologies, large-
ly with EIB risk-bearing funds and through a
number of different facilities®. Of particular in-
terest here are, first, the possibility of financing
demonstration-scale Carbon Capture and Stor-
age (CCS) projects and, second, research and
development concerning low-carbon transport
technologies.

4. Finally, on the liability side of the balance sheet,
issuing climate change securities. The Climate
Awareness Bond is described in more detail in
the Capital Markets section of this Report.

Water and waste management

The Bank’s activities in the water and waste man-
agement sectors are also based on and support EU
policies and programmes for these sectors. More-
over, as will be seen, they are increasingly driven by
climate change - both mitigation and adaptation
to changes that are already occurring.

Within the EU, the water sector is surrounded by
extensive and sophisticated regulation, the Water
Framework Directive of 2000 providing the basic
structure. EIB lending policy in this sector is built
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around this framework both within and, as appro-

priate, outside the EU. It is founded on a number of

long-established principles:

- that water resources in any region need to be
considered as a whole and be subject to Integrat-
ed Water Resource Management (IWRM) for both
fresh and wastewater, and across river basins, etc.;

«that institutional frameworks are often too dis-
persed and need to be consolidated;

- that increased water efficiency and better water
resource management are usually the first steps
to take to satisfy increased apparent demand;

- that the development of new water sources, in
those cases where it is necessary and possibili-
ties for demand-side management have been ex-
hausted, should not exclude non-conventional
solutions, such as wastewater recycling;

«that considerable investment remains to be un-
dertaken in wastewater and sanitation services,
particularly in poorer countries, and this can help
towards the attainment of the Millennium Devel-
opment Goals.

These principles were reaffirmed in a water sector
policy review in 2008 entitled ‘The EIB’s Water Sec-
tor Lending Policy: Strengthening the EIB’s Sup-
port to EU Policy Objectives in the Sector, August
2008;, which also paid particular attention to the di-
verse consequences of climate change for the sec-
tor. These can include changing, and more variable,

* For example: the European
Strategic Energy Technol-
ogy Plan (SET-Plan), the
EIB/EC Risk-Sharing Fi-
nance Facility for research
and development, the EIB
Structured Finance Facility
and the European Clean
Transport Facility.
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Carbon funds: What are they and how do they work?

In 1997, the Kyoto Protocol paved the way for an international ‘carbon’ market in which CO,
emissions could be traded under carefully specified conditions. Then in 2005 the introduction of
the EU Emissions Trading Scheme (ETS) greatly enlarged the potential size of the ‘carbon emis-
sions’ market. Although the ETS is European-based, it does at the margin enable participating
companies and countries to import into the ETS registered carbon credits generated under the
Kyoto Protocol - thereby taking advantage of the fact that the marginal costs for carbon abate-
ment are generally rather lower in developing countries and economies in transition than in in-
dustrial countries.

The market works as follows. An enterprise in a relevant Kyoto country creates a project that has
the effect of reducing GHG emissions. A typical project might involve collecting the methane
emitted from a livestock-rearing unit. The reduced emissions are calculated annually up to 2012
(the expiry of the Kyoto Protocol) and, if necessary, converted into CO, equivalent values - the
whole exercise being carefully vetted by and registered with the UNFCCC as Emissions Reduction
Purchase Agreements (ERPAs). These emission reductions then have a value and can be sold, for
example to an industrial country that has a Kyoto obligation to reduce its GHG emissions. Car-
bon funds facilitate the functioning of this carbon market by acting as brokers between enter-
prises that generate carbon credits and potential purchasers.

The EIB is involved in five such funds, each with slightly different features and operating in dif-
ferent markets:

-

.The EIB-World Bank Carbon Fund for Europe (CFE) facilitates the purchase of carbon credits
generated under the Kyoto CDM mechanism and their sale to European countries to assist in
fulfilling their Kyoto obligations. Four EU countries and one company have invested EUR 50m
in the fund.

2.TThe EUR 165m EIB-EBRD Multilateral Carbon Credit Fund (MCCF) operates in a similar way but
for JI' countries under the Kyoto Protocol. Projects generating the credits must be financed by
either the EIB or EBRD.

3.The EIB-KfW Carbon Programme Global Fund focuses on generating credits for delivery to
European SMEs. It has a particular feature of offering (for a fee) delivery guarantees to pur-
chasers, thereby creating some risk exposure to the fund promoters (the EIB and KfW), each of
which initially invested EUR 50m in the fund.

4. The Post-2012 Carbon Fund was set up with EUR 50m of risk capital from the EIB and four other
public financial institutions, with the express intention of purchasing and trading carbon credits
generated in the post-Kyoto period, potentially up to 2022. Consequently this fund has a particu-
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lar value added in market development, but also carries a greater degree of risk. It is hoped to at-
tract private sector participants and eventually close the fund at around EUR 125m.

5. Finally the Fonds Capital Carbone Maroc (FCCM), signed in 2008, is a EUR 26m fund, with EIB par-
ticipation financed from the European Union’s budgetary resources under the European Neigh-
bourhood Policy. Its purpose is specifically to purchase carbon credits in Morocco - the first such
single-country fund in francophone Africa.

Overall, the Bank’s involvement in carbon funds has had a catalytic effect on the growing private
sector activity in this field. Further initiatives are likely to be focused on particular niches where
the private sector has so far not been greatly involved, as is the case with the Post-2012 Carbon
Fund.
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patterns of rain distribution, requiring adaptation
investments such as flood control, coastal man-
agement and possibly new sources of supply. They

Sewage System
Modernisation, Warsaw,
Poland

Current wastewater treatment in the
city of Warsaw, which has a popula-
tion of 1.7 million, is inadequate. As a
result the Vistula River, on which the
city lies, is polluted and this contrib-
utes to pollution levels in the Baltic.
The whole system needs to be up-
graded. That is the purpose of this
project, for which the EIB signed a
EUR 318m loan in 2008. Its princi-
pal impact will be to reduce the pol-
lution load originating from 825 000
inhabitants residing on the left bank
of the Vistula River and increase the
treatment levels of wastewater from
another 690 000 living on the right
bank. A major component will be to
upgrade and increase the capacity of
the existing ‘Czajka’ wastewater treat-
ment plant.

The project will improve the qual-
ity of life of the city’s residents and
meet the current EU Directive on Ur-
ban Wastewater Treatment (UWWTD).
It will also help to meet national river
quality objective (RQO) improvement
targets set by the European Environ-
mental Agency, which are in line with
the objectives of the EU Water Frame-
work Directive (2000/60/EC), and thus
help Poland to comply with its obliga-
tions under international treaties.

also include mitigation measures, such as promot-
ing the efficient use of energy in the water sector
and capturing GHGs from water treatment plants
before they escape to the atmosphere.

Overall, the EIB appears to be the single biggest
institutional financier of water projects both with-
in the EU and elsewhere in the world, so the im-
pact of its policies and activities is of considerable
importance.

Hitherto the Bank has not been very active in waste
management. But this sector has assumed growing
importance within the EU and has huge environ-
mental implications. Consequently the Bank has
been refining its approach in the sector, especially
during 2008. It is estimated that the proper applica-
tion of a‘waste hierarchy’ — with recycling of mate-
rials near the top of the hierarchy and landfill at the
bottom — could contribute more than 10% towards
the Kyoto GHG reduction goals. This is because: re-
cycling materials saves the energy that would oth-
erwise be consumed in producing new materials;
collecting methane and other GHGs from landfill
sites has a direct impact on emissions; and prop-
erly controlled incineration of biodegradable ma-
terials, used for electricity production or combined
heat and power systems, reduces demand for oth-
er fossil fuels.

Generally the sector is highly localised and frag-
mented with most activity, particularly in the ‘high-
er’ parts (collection and recycling) of the waste
hierarchy, being carried out by SMEs and munici-
palities. Hence Bank lending has tended to focus
on the more capital-intensive ‘lower’ activities, such
as landfill and incineration. Certainly modern incin-
eration plants, where these form part of a properly
structured solid waste management system, have
an important role to play. But the Bank will need
to become more proactive and systematic in its ap-
proach to this sector and in so doing ensure that
high environmental standards are followed in all
the solid waste management activities of the re-
gion or municipality concerned.



Maintaining biodiversity

Combating climate change and maintaining biodi-
versity are not the same thing, but they are closely
related. Climate change seems almost certain to re-
duce biodiversity unless active measures are taken
against this trend. But with past and current patterns
of economic growth and development, biodiversity
would be threatened even without the additional
challenge of climate change. Accordingly, biodiver-
sity considerations are also being increasingly inte-
grated into the lending activity of the Bank.

What the two topics also have in common is that
they are predominantly global public goods, poor-
ly reflected in market prices — and yet public goods
on which the whole of humanity is hugely depend-
ent. Some promising approaches are being devel-
oped to address this difficulty, including creating
new markets and appropriate policy instruments
to reward unrecognised ecosystem services and
account for the costs of ecosystem damage.

So far as policy is concerned, the new EIB'Statement
on Environmental and Social Principles and Stand-
ards’ directly addresses the issues of biological diver-
sity and sustainable management of ecosystems. It
recognises the need to develop practices that better
reflect the real costs of exploiting natural capital and
which take into account the true value of biological
diversity and natural ecosystems.

The Statement guides the Bank lending and opera-
tional practices in this area. Degradation of biodi-
versity and ecosystems is highly relevant to busi-
ness because companies not only have an impact
on ecosystems and the services they provide, but
also depend on them. In their recent publication
‘Building Biodiversity Business, IUCN and Shell
highlight the critical importance of access to ‘pa-
tient capital’ for investment and expansion to spur
the growth of biodiversity businesses. While most
businesses depend on financial support from
banks or investors, in this field there may be a need

Corporate Responsibility Developments in 2008 47

for grant finance or subsidies to help entrepre-
neurs get beyond the pilot and learning phase and
to stimulate demand. Experience gained from early
initiatives is helping to guide the choice of appro-
priate financing for new businesses. With its long-
term raison d'étre the EIB no doubt has a particular
role to play.

Accordingly, as a relatively new focus area for the
EIB, its biodiversity activities are necessarily small
and still somewhat exploratory:

- Aiming for a partnership with a large industrial
organisation, the EIB is considering the possibil-
ity of a European Ecosystems Services Fund. It

EIB Group
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Afforestation schemes, China

In June 2007 the Governors of the Bank (the EU’s Economy and Finance Ministers) authorised
the creation of a EUR 3bn Energy Sustainability and Security of Supply Facility to enhance EU
action addressing climate change and security of energy supplies outside the EU. The first op-
eration signed under this Facility, in November of the same year, was the EUR 500m China Cli-
mate Change Framework Loan (CCCFL). This is a large-scale multi-investment scheme designed
to support investment projects in the energy and industrial sectors that will help to prevent or
reduce greenhouse gases and other polluting emissions. A broad range of project categories are
eligible under the loan, including projects using renewable energy sources, energy efficiency
enhancement, the capture and use or storage of greenhouse gases and afforestation projects.

In 2008 the Bank approved the first sub-project under the CCCFL, comprising two afforestation
projects. For one of the projects, the State Forestry Administration selected the Inner Mongo-
lia Autonomous Region as an experimental site to carry out a carbon sequestration afforesta-
tion programme that at the same time will contribute to the reduction of desertification. The
programme concerns the establishment of 31 805 ha of permanent plantations at nine different
locations. All the afforestation area is abandoned or degraded land without forest. Twelve differ-
ent mixed afforestation models will be adopted in this project, mainly mixed-species plantations
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that enhance biodiversity. The plantations have to conform with the “Environmental Protection
Guidelines for Plantation Establishment & Management” that have been established in order to
take care of natural and other risks for the project, including forest fire prevention and firefight-
ing. Also a“Plantation Integrated Pest Management Plan” has been separately compiled. The pro-
gramme comprises the establishment of forests that will provide ecological, economic and social
benefits. The selection of species and the design of afforestation models aim to maximise the
carbon sink potential of the plantations, to provide high yields, to conserve soil and water and to
improve sand fixation. Fast-growing indigenous species with high drought tolerance have been
prioritised. The specific plantation models differ from region to region according to climate, soil
and site characteristics. Some plantation models are intended purely to combat desertification
by using desert-friendly adapted species; others are shelters against wind erosion, using pioneer
species for fixing sand; and the remaining ones have a dual purpose (shelter and timber produc-
tion). All models are geared to enhancing biodiversity and involve mixed-species plantations in
rows, strip mode and small patches. The mono-species plantations are smaller than 30 ha. The
programme will be implemented by private forest companies and farmers/herdsmen or state-
owned forest farms, but without direct government involvement, increasing the ownership of
the programme by stakeholders. The project therefore has a positive social impact in terms of
generating employment and capacity building. Follow-up monitoring is envisaged, particularly
with regard to worker safety. This multi-purpose programme will establish new industry stand-
ards for forestry in areas prone to desertification and have a far-reaching demonstration effect.
The regional and central governments are deeply committed to the success of the project.

The other project concerns the establishment of 29 374 hectares of ‘bio-energy forest’ through
permanent tree plantations for edible oil (Camellia Oleifera fruit production) and biodiesel pro-
duction (establishment of a large-scale experimental plantation project for Cornus Wilsoniana).
The plantations will be scattered throughout Jiangxi Province. It is thus a combined food and re-
newable energy-oriented project. The land is already classified as forest land and no clearing of
existing natural forest will be carried out. Five different mixed-planting models will be adopted
(mainly mixed-clone plantations in small plots). The project has been designed to mitigate ero-
sion and to produce food via intercropping during the initial years.

Both project areas have been subject to environmental and social impact assessments, includ-
ing extensive local consultation. No displacement of people is expected to occur and, so long as
the guidelines for protection and management that have been drawn up are followed (for ex-
ample, minimising risks from fire and pests), there are no significant negative environmental im-
pacts. On the contrary, the two projects should have multiple and diverse environmental and so-
cial benefits: acting as a‘sink’ for CO, emissions; supporting biodiversity through mixed-species
planting; reducing desertification and wind erosion (in the case of the IMAR project); and offer-
ing employment and income opportunities to local people, including women and minorities, in
both the implementation and management phases of the project.
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would target SMEs engaged in activities with a
positive impact on biodiversity. Sectors that the
fund might target would be organic agriculture,
sustainable forestry, non-timber forest products,
fisheries/aquaculture, ecotourism and land-based
assets generating bio-carbon, watershed protec-
tion payments and biodiversity offsets.

+The EIB is on the steering committee of the Com-
mission-financed Biodiversity Technical Assistance
Units project in Romania, Hungary and Poland,
which aims to provide targeted support to SMEs
whose activities contribute to sustainable natural
resource management and the conservation of
biodiversity in their respective regions.

« Sustainable forest management has a positive im-
pact on climate change, conservation of soil and
freshwater and reducing biodiversity loss. As well
as providing direct finance for sustainable forest-
ry, the EIB is also investing in a European Forest-
ry Fund. This will create a well-diversified global
timberland portfolio to hold, manage and oper-
ate both plantation forests and commercial native
forests.

- Finally, all EIB-financed projects are screened from
the earliest stages for impacts on biodiversity, in
particular for their impact on designated nature

conservation sites, particularly the Natura 2000
network in the EU. Hence the EIB’s involvement in
a project places an onus on its various partners, at
both regional and local level, to observe the re-
quirements of good conservation practices.

Sustainable communities

Increased mobility of people and freight has long
been a key convergence objective of EU policy, sup-
porting the development of the single market and the
coming together of the different peoples of Europe.
Hence the EIB has been a major investor in the EU
transport sector, especially in the TEN-T programme.
Moreover, the demand for transport within the EU is
expected to continue to increase and it is not current
EU policy to attempt to reduce that demand.

So the key environmental question is how to con-
tinue to deliver ‘transport services’ throughout the
EU while reducing their environmental impact. The
EIB considered these issues in a document entitled
‘A Renewed Policy for EIB Lending to the Transport
Sector, published in October 2007. This proposes
three complementary approaches:

« concentrating transport infrastructure investment
on those modes, such as railways, inland water-
ways and short-haul maritime shipping (Motor-
ways of the Sea), that generally have lower GHG
emissions than road travel or aviation. (However,
it is difficult to generalise here, since other infra-
structure projects, for example reducing road
congestion, may sometimes also have a positive
impact on GHG emissions.);

- investing in greater logistical efficiency, for exam-
ple intermodal exchanges, public transport infor-
mation and coordination, or improved air traffic
control systems (ATS);

- investing in RDI for cleaner transport, such as re-
duced-emission engines, or in the actual pur-
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High-speed railway from Madrid to Valladolid, Spain

Spain is steadily expanding its high-speed rail (AVE) network and the current phase is a 188
kilometre section between Madrid and Valladolid. At Valladolid the line will connect with
the projected new high-speed line to Vitoria and from there to France and, at Medina del
Campo, with the projected lines to Oporto (Portugal) and the north-west of Spain. As the
network develops it will bring advantages in terms of cohesion between Spanish regions
and, ultimately, between Spain, Portugal and France

The project is considered a priority under the EU’s Trans-European Transport Network (TEN-
T) programme. Moreover, it fits in with the EIB’s own transport policy, as revised in 2007,
which gives priority to sustainable public transport programmes. The Bank first made a
loan for the project in 2006; a second loan for EUR 750m was signed in 2008.

The new line will have a significant economic impact in terms of time savings, reduced op-
erating costs compared with alternative modes of transport, and improved safety and com-
fort. It will offer attractively priced, quality services, capable of competing with private ve-
hicles and buses, and with favourable consequences for the environment in terms of lower
primary energy consumption and reduced atmospheric pollution, including GHGs. How-
ever, these considerable economic benefits are offset by a relatively high investment cost,
owing to the need for a number of tunnels, including the 28 kilometre long Guadarrama
tunnel. So the economic rate of return will be slightly lower than for other high-speed line
projects.

Each section of the project has been subject to the environmental impact assessment pro-
cedure and the relevant environmental impact statements have been approved by the En-
vironment Ministry. There is a possibility that the last 20 kilometres of the line, between Rio
Duero and Valladolid, will have an impact on a Natura 2000 site. This is being investigated
with a view to mitigation measures being included in the detailed project design.

EIB Group
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chase of rail or road vehicles that embody the lat-
est'clean’technology.

The last of these was particularly prominent in De-
cember 2008, with the proposal to offer, via the Eu-
ropean Clean Transport Facility (ECTF), an additional
EUR 2bn a year over the next two years to the vehicle
manufacturing sector for research and development
into ‘cleaner’ engines and more energy-efficient de-
signs, thus increasing the overall support to EUR 8bn
over 2009-10. This investment should maintain the
EU car sector at the forefront of technological de-
velopment as and when the global economy moves
out of recession. With a similar purpose the EIB, with
the Commission, has been working on a ‘Clean Bus
Framework Financing Facility’ to incentivise the op-
erators of large bus fleets to invest in low-emission
buses going beyond the current regulatory require-
ments.

Promoting efficient, ‘clean’ urban transport systems
— for instance, bus transport, light railways, metros
— is just one aspect of the Bank’s ‘sustainable com-
munities’ objective. The broader focus is on urban
renewal and regeneration. Traditionally urban re-
newal has not been a specific focus for EU policy,
even though a substantial proportion of EU struc-
tural funds has been invested in this sector. But the
Council of Ministers’ adoption in May 2007 of the
Leipzig Charter on Sustainable European Cities rec-
ognised the important social, cultural and econom-
ic role that cities play and marked a new departure
in this sector, to which the EIB has responded.

The focus of both the Charter and the EIB's ap-
proach is the need for integrated coordinated ac-
tion on urban renewal and development. Whether
the matter in hand is social housing, brownfield
development, public transport, conservation, com-
munity facilities and so on, there is considerable
scope for the involvement of private sector finance
and promoters. But the basic infrastructure and
overall planning framework most likely has to be
provided by a public sector body whose objectives
are economic and social as well as financial.

So this area offers considerable potential for pub-
lic-private sector partnerships (PPPs). But given the
different traditions in different EU Member States
and regions, the precise form of these PPPs will be
quite varied and flexible. Accordingly the Bank and
the Commission have established the Joint Euro-
pean Support for Sustainable Investment in City
Areas (JESSICA) with rather flexible terms of refer-
ence. The purpose of JESSICA is to bring togeth-
er finance from different sources — Commission
grants, EIB loans, local, regional or urban ‘Manag-
ing Authorities’ and private sector investors — into
Urban Development Funds (constituted in a variety
of different ways to suit local circumstances) for in-
vesting in urban projects that fit into an integrat-
ed plan for sustainable urban development. JESSI-
CA has the advantages of leveraging scarce public
sector finance by involving the private sector and
of providing a conduit for technical assistance and
experience of ‘good practice’ across the EU. By the
end of 2008 JESSICA had established Memoranda
of Understanding for the creation of Urban Devel-
opment Funds with several Member States or re-
gional authorities.

Social assessment

Just as environmental standards aim to protect and
improve the natural and built environment, social
standards aim to protect the rights and enhance
the livelihoods of people directly and indirect-
ly affected by projects financed by the EIB. These
standards are intended to promote outcomes to
the benefit of individual well-being, social inclu-
sion and sustainable communities. The Bank'’s ap-
proach is founded on international law and EU law,
in particular the UN Universal Declaration of Hu-
man Rights and the Charter of Fundamental Rights
of the European Union.

Within the EU, the EIB generally assumes that EU
social requirements are correctly implemented
within the framework of national law. However,
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Principles of Social Assessment

people’s rights anywhere in the world;

itself has no human rights consequences;

The EIB’s approach to social assessment is built around four basic principles. The Bank:

1. adopts a human rights-based approach; its activities should not lead to a diminution of

2. does not disburse funds in a country that has been declared ‘off-limits’ by the European
Council for EU financing due to violations of human rights — even if the project in question in

3. does not finance projects that give rise to conflicts or intensify existing conflicts, while
taking into account the fact that a number of countries where it operates face difficult
post-conflict recovery and reconstruction efforts, or are fragile and unstable;

4. focuses principally, though not exclusively, on involuntary resettlement, indigenous
people and other vulnerable groups, the core labour standards of the International La-

bour Organization (ILO) and occupational and community health and safety.

These principles are set out in greater detail in the 2008 ‘Statement".

where there is evidence that suggests otherwise,
due diligence is carried out by the Bank. For devel-
opment lending outside the EU social assessment
of projects is regularly undertaken, in accordance
with good practice for international development
banks.

The more important issue is how thorough and
probing is the social assessment that is undertak-
en and, where potential problems seem to exist,
what measures can be put in place to overcome
them. To address this issue detailed Social Assess-
ment Guidelines (SAGs) have been incorporated
in the ‘Handbook’ Moreover, appraisal officers can
refer particular cases to the Bank'’s specialist social
assessment staff where necessary. During 2009 it
is intended to make the SAGs more specific and
unequivocal and consequently of greater value to
project staff.

At the same time the EIB regularly consults with
relevant NGOs on these matters. In the appraisal of
specific projects, local consultation is a requirement
of the Bank’s environmental assessment. In this ac-
tivity the detailed local knowledge of locally-based
NGOs can be especially valuable and helpful.

EIB Group
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Affordable and Social Housing, South Africa

Urbanisation is a worldwide phenomenon, representing both an opportunity (for peo-
ple to escape the poverty and isolation of rural areas) and a problem (for the provision of
housing and services to the growing urban population). 2008 was a significant year: for
the first time in history, more than half the people of the world were living in urban areas.
And urbanisation will continue; by 2030 the UN expects that more than 80% of people will
be living in towns and cities. Most city dwellers, particularly in the developing countries in
Asia and Africa, are and will be poor. So it is a particular challenge to meet the demand for
urban housing and services at a cost that both the people themselves and the society as a
whole can afford. Hence the need for social housing.

In South Africa, the problem is complicated by the shadow of the long years of apartheid,
when the different racial groups were geographically separated and enjoyed very different
housing conditions and standards. The current government is working hard to overcome
this historical legacy and has wisely brought in support from the private sector.

In 2008 the EIB signed a global loan to finance the supply of affordable and social housing
and associated urban infrastructure, including social amenities, throughout South Africa.
The funds will be made available to three of the main commercial banks in RSA, as well as
to two public institutions, which together will identify and finance different sub-projects
throughout the country. In order to ensure consistent quality and standards, all the local
authorities promoting the various sub-projects will have to follow a common procedure
when identifying, structuring and implementing their sub-projects, including the assess-
ment of environmental and social impacts. The provision of centrally or regionally funded
technical assistance will also contribute to the improvement of local authorities’ capacity
to implement the schemes. At the same time, the close involvement of the private sector
in housing provision should ensure efficient delivery and projects of a good standard of
quality.

The project is consistent with the EU-South
Africa Country Strategy, which focuses on the
reduction of poverty and inequality, as well
as the creation of an enabling environment
for economic growth and development. The
improvement of housing conditions for the
low-income population has a unique and fun-
damental role in the national development
strategy of South Africa and is a key ingredi-
ent to achieving the country’s economic and
social integration objectives and combating
the legacy of apartheid.




Satisfying environmental and social criteria has
been an important aspect of all EIB lending for
many years. So all EIB-financed projects have to
satisfy three criteria:

«they must be compliant with EU environmental
and social principles and standards in support of
EU policies;

« they should protect and improve the natural and
built environments and foster human well-being
in the interests of sustainable development;

- insofar as possible they should have a minimum
environmental footprint, consistent with the
project’s purpose.

But these are essentially passive or negative criteria,
embedded in the Bank’s modus operandi. The Bank
has also for many years adopted the position, both
within the EU as a whole and correspondingly with-
in the Bank, that some investments should be made
precisely because they positively improve the qual-
ity of the environment as well as the sustainability of
the associated communities — whether this be in the
area of climate change, water quality, waste man-
agement, urban living, transport and so on, as dis-
cussed in some detail in the previous chapter.

Accordingly, the Corporate Operational Plan for the
period 2008-2010 set an overall target for lending
activity in the area of ‘environmental protection and
sustainable communities’ at 25-30% M. This is fur-
ther broken down into two areas:

1.'Protection of the (Natural) Environment’ - which
broadly covers climate change investment, water
and waste management, reducing pollution and
generally anything that might be considered as
‘environmental protection; including biodiversi-
ty. For this whole area of activity a target of 10-
12% of total EIB lending has been set.

2.'Sustainable Communities’ — which includes the
urban environment, urban transport systems

Corporate Responsibility Developments in 2008 55

EIB Group

Environmental Lending

and health lending, or broadly those matters that
determine how people actually live within the
environment.

This chapter analyses EIB lending in these catego-
ries, first considering trends over the last five years
and then giving a more detailed breakdown for
2008.

Overall trends

The table “Environmental lending (investment and
framework loans)” below shows the growth of en-
vironmental lending over the last five years, from
EUR 13bn in 2004 to nearly EUR 18bn in 2008. (It
should be noted that all these figures refer to
signed amounts and are for individual and ‘frame-
work’ loans only. There are in addition a number of
environmental credit lines, typically 10-20% of the
total, of which the detailed breakdown cannot be
known at the time of signature.) The table shows
that, overall, environmental lending has kept up
with the general increase in EIB activity and the
two COP objectives have been met every year and
indeed comfortably exceeded.

Closer examination of the different categories of
environmental lending does, however, reveal that
most of the growth in environmental lending (even
more so when considered in percentage terms) has
been in the first broad category ‘Protection of the
environment; which almost doubled over the five-
year period from EUR 4.8bn in 2004 to EUR 8.7bn
in 2008. Growth in the ‘Sustainable communities’
category was more modest — from EUR 8.3bn to
EUR 9.3bn. In fact in all categories of lending there
is considerable variation from one year to the next,
around an overall trend, depending on the precise
projects that come to fruition in a particular year.

Drilling down further, the most dramatic increase
has been for the sub-category ‘Tackling climate
change; which grew by almost threefold between
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¢ Other projects classified
under the ‘climate change’
rubric include, for example,
combined heat and power
(CHP) systems, or part of
the investment in waste
incineration projects.

7 Renewable energy projects
are now consistently
classified under the rubric
‘Tackling Climate Change’
whereas a few years back,
before particular attention
was given to climate
change, they would very
likely have simply been
classified under ‘Energy’
lending. Hence there may
be some anomalies in the
data, though the overall
trend is clear.

& lceland is an EFTA country
but is included under ‘EU
lending’ for statistical
purposes in the EIB.
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2004 and 2007, though it did then fall back some-
what in 2008. The main component of this sub-
category is renewable energy projects (both pro-
duction of renewable energy and manufacturing
of renewable energy equipment)®. So a final line
in the table shows lending for ‘Renewable energy’

To illustrate the trend, the chart below shows the
changing percentage composition of ‘Environmen-
tal lending’ over the five-year period.

Composition of Environmental Lending

over the five-year period’, with an increase over 20000
that period from EUR 550m to EUR 2 222m, and a
particularly sharp jump between 2006 and 2007. l
The majority of these projects were wind farms, 15000 .
but a good number of solar, geothermal (for ex- | -
ample in Iceland?®), hydropower and occasional
biomass projects are also on the list. Among bor-  10000| s
rowing countries Spain stands out, having taken
more than EUR 1.2bn, or nearly 20% of EIB lending
in this sector. But the geographical spread is wide 5000
with, for example, at the other end of the scale, a
EUR 10m loan to Barbados in 2006 for a wind farm
on thatisland. 0
2004 2005 2006 2007 2008
[ Renewable energy
Other protection of the environment
Bl sustainable communities
Environmental Lending (Investment and Framework Loans) EURm
Year
2004 2005 2006 2007 2008
Protection of the environment* 4779 5106 6292 8984 8 665
Tackling climate change 1725 1370 2346 4523 3691
Natural resources management 554 1044 1102 123 831
Improving environmental health 2404 2462 2845 4337 4044
Sustainable communities 8287 9132 7422 7 084 9279
Urban renewal and regeneration 3195 1831 1948 2897 2562
Sustainable transport 2765 5469 2591 2369 5560
Health care 1739 1831 2884 1818 1157
Total environmental lending 13 066 14238 13714 16068 17 944
Total EIB lending 43 204 47 406 45761 47 820 57 625
Environmental lending as % of total lending 30% 30% 30% 34% 31%
Protection of the environment as % of total lending 11% 11% 14% 19% 15%
NB: Renewable energy 553 570 524 2160 2222

*“Protection of the environment” includes KfW funds totalling EUR 100m and therefore the subcategories total does not add up to the total for the

category.
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Hydropower from the Seyhan and Ceyhan Rivers, Turkey

Demand for power is growing rapidly in Turkey and the Government attaches importance
to using renewable energy sources as much as possible. This is also one of the short-term
objectives of the Accession Partnership with the EU.

Hydropower is one of the most important and usable of these resources. So to mitigate a
possible energy shortage in the mid-term, the Ministry of Energy and Natural Resources
(MENR) stimulated hydropower development further, in three main stages: completing on-
going projects, realisation of already developed, advanced-stage projects, and encourag-
ing the private sector. The last of these objectives was achieved by granting Water Usage
Rights to the private sector to implement hydropower projects applying a Build-Operate-
Transfer (BOT) model. Total installed capacity of these projects is expected to be 6 000 MW.

The project forms part of this private sector programme. It comprises eight hydropower
plants (total capacity of around 955 MW) with associated reservoirs and/or weirs, located
in the highlands of South-Eastern Turkey. They will be installed in a cascading arrangement
with four on the Seyhan River (Adana region), whilst the remaining four will be situated
on the Ceyhan River (Kahramanmaras region). Both rivers flow into the Mediterranean Sea
without crossing international borders. They will be connected to the existing power trans-
mission system of Turkey via high-voltage (154 kV) overhead lines.

The total cost of the project is estimated at EUR 1.1bn, of which the EIB loan, signed in 2008
under the Pre-accession Facility, will contribute EUR 135m. The project will improve energy
security and lower GHG emissions for electricity generation compared to fossil fuel-based
alternatives. It therefore contributes to EU environmental policies supporting climate
change mitigation and meets the Bank’s priority objectives for energy sector lending in the
EU and Candidate Countries.

Although Environmental and Social Impact Assessments (prepared in line with EU and
Bank requirements) with public consultation are still required for most of the individual
schemes, the overall negative environmental and social impacts are expected to be limited.
Water management plans were developed in the 1960s and 1980s for both the river basins.
The Bank has commissioned a study to update these and review the existing river manage-
ment plans and to identify the potential cumulative impacts of the project. Water resourc-
es in the region do not appear to have been significantly affected by climate change so far,
but regional climate models do indicate the possibility of reduced rainfall in the future.
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Environmental lending in 2008

The table “Environmental lending (investment and
framework loans), 2008” shows environmental lend-
ing in 2008, broken down by project categories and
by the main geographical areas of EIB operations, to-
talling EUR 17.9bn. Once again this figure refers only
to signed individual and ‘framework’ loans. An addi-
tional EUR 2 242m of environmental credit lines were
signed during 2008.

Of the total figure, some EUR 15.7bn went to environ-
mental projects within the EU, EUR 1.5bn to Accession
States (all in Turkey), and EUR 830m to other partner
countries (Balkans, EUR 185m; Ukraine, EUR 150m;
Mediterranean countries, EUR 62m; South Africa,
EUR 190m; the ACP States, EUR 144m; and finally
India, EUR 101m).

Within the EU the two broad categories ‘Protection
of the environment’ (EUR 7.8bn) and ‘Sustainable
communities’ (EUR 7.9bn) each accounted for al-
most exactly half of the total lending. Outside the
EU the proportion is rather different, with ‘Protec-
tion of the environment’ representing only 39% of
the total, most of this being for projects contribut-
ing to a significant reduction in CO, levels, i.e. re-
newable energy projects. In these countries other
Environmental Protection investment still seems to
take a rather low priority, no doubt reflecting their
stages of development.

It is useful to take a general overview of the invest-
ments financed under the different lending cat-
egories. The following lists are not complete, but
highlight the more significant projects in each
category:

« Under the ‘Significant reduction of CO, levels’ ru-
bric, EUR 240m was lent for the expansion of Horns
Rev offshore wind farm, on the south-west coast of
Denmark; a similar EUR 250m project in the UK is
described elsewhere. EUR 201m went to a number
of concentrating solar thermal power projects in

Sanlucar la Mayor and Granada in Andalucia. Spain
is at the leading edge of this particular renewable
energy technology. Meanwhile a company in Ger-
many borrowed EUR 200m for the construction of
manufacturing facilities for polycrystalline silicon
wafers for use as a pre-product for photovoltaic
cells and modules. Outside the EU, a similar project
in South Africa borrowed EUR 40m.

+ Under ‘Waste management, EUR 273m was lent
for a waste incinerator in the south of Turin Prov-
ince, Italy, and EUR 132m for the construction and
operation of several facilities for mechanical/bio-
logical treatment, composting and anaerobic di-
gestion of solid organic waste in Portugal.

+Various water and wastewater schemes in Eng-
land and Wales borrowed EUR 1 086m. A sewer-
age infrastructure scheme in Warsaw accounted
for a further EUR 318m.

+Turning now to the ‘Sustainable communi-

ties’ group of categories, ‘Urban infrastructure
and public spaces’ is largely accounted for by a
number of framework loans in several EU Member
States.

« Social housing schemes in Flanders, Belgium, and
various places in England and Wales borrowed
EUR 200m and EUR 243m, respectively, and to-
gether accounted for more than 80% of EU lend-
ing in this category.

«Urban public transport projects (metros and
trams) were financed right across the Member
States, including in: Sofia, EUR 105m; Orleans,
EUR 75m; Berlin, EUR 38m; Athens, EUR 300m;
Thessalonika, EUR 200m; Rome, EUR 90m; Flor-
ence, EUR 40m; Porto, EUR 60m; Oradea (Romania),
EUR 16m; Madrid, EUR 50m; the Basque region,
EUR 50m; Valencia, EUR 225m; Alicante, EUR 58m;
Madrid, EUR 173m; and Barcelona, EUR 300m.

« In the category ‘Other sustainable transport’ there
are: the high-speed railway line between Ma-
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Environmental lending (investment and framework loans), 2008

Member
States
Protection of the environment* 7770
Tackling climate change 2997
Significant reduction of CO, levels 2586
Significant reduction of other GHGs 411
Natural resources management 826
Protection, improvement, conservation and management 26
Disaster prevention and alleviation 83
Eco-efficiency 220
Waste management 497
Environment and health 3847
Reduction of industrial pollution 146
Reduction of transport pollution 802
Drinking water and wastewater treatment 2899
Sustainable communities 7 890
Urban renewal and regeneration 2062
Urban infrastructure and public spaces 1029
Other urban renewal and cultural heritage 503
Social housing 530
Sustainable transport 4741
Urban public transport and measures to reduce 1972

negative urban impact
Other sustainable transport 2769
Health care 1087
Total environmental lending 15 660
Total EIB signatures in regions in question: 51480
Environmental lending as % of total lending: 30%

Accession
States

335

335
335

1119
300

300

819
819

1454

2886
50%

Other
countries

560

359
356

197
54

143

270

200
50

150

70

830

3260
26%

EURm
Totals

8 665

3691
3277
413
831
31

83
220
497
4044

200
802
3042

9279

2562
1079
803
680

5560

2791

2769
1157

17 944

57625
31%

EIB Group

* “Protection of the environ-
ment” includes KfW funds to-
talling EUR 100m and therefore
the subcategories total does
not add up to the total for the
category.
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drid and Valladolid for EUR 750m; reconstruction
and upgrading of the railway link between War-
saw and Gdansk at EUR 400m; the construction
of a railway between Vienna and St Polten and
a new major railway station in Vienna, together
amounting to EUR 400m; a 16 km railway tunnel
under the Scheldt river at the port of Antwerp for
EUR 313m; and port projects in Fos, Port of Mar-
seille, at EUR 100m and Valencia, at EUR 250m.

«Finally, the most notable projects under the
‘Health’ rubric are the modernisation of several
hospitals in France, including in Orleans, Tours,
Amiens, Clermont-Ferrand, Nantes, and Marseille,
totalling EUR 510m.

Outside the EU the more notable projects include:

«two in Istanbul: the first being a EUR 700m loan
for the extension of the city’s public transport
network; and the second a EUR 300m loan to
strengthen public buildings against the risk of
major earthquakes. Largely as a consequence of
these two very large loans ‘Environmental lend-
ing’ made up a full 50% of total lending in the Ac-
cession Countries (see Table Environment Lend-
ing 2008);

« hydropower projects in the Democratic Repub-
lic of the Congo, EUR 36m; and in Madagascar,
EUR 25m;

«water and wastewater projects in Montene-
gro, EUR 5m; Burkina Faso, EUR 19m; Madagas-
car, EUR 24m; Malawi, EUR 16m; and Senegal,
EUR 20m;

+a loan of EUR 150m for the supply of affordable
and social housing, as well as a EUR 40m loan for
the construction of a production facility for thin-
film photovoltaic modules in South Africa; and

- four tertiary care hospitals in Serbia, EUR 70m.
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Offshore Wind Farm, Gunfleet Sands, UK

If the EU is to meet its objective of 20% of energy coming from renewable sources by 2020,
there will have to be a sustained increase in renewable energy investments over the next
decade. With the technology of onshore wind farms now well established and refined, at-
tention is increasingly being given to offshore wind farms. These are technically more dif-
ficult to construct and maintain and to link to the power grid. But they benefit from the
advantage that wind over the sea is generally stronger and more consistent than over land
and there is very little negative visual impact.

So in 2008 the EIB signed a EUR 250m loan for the construction and operation of an off-
shore wind farm to be built on the Gunfleet Sands sandbank, which lies approximately
7 km off the Essex coast at Clacton-on-Sea in the United Kingdom. The total capacity of
the project will be 172 MW, to be built in two phases: Gunfleet Sands 1 with 30 turbines
(108 MW) and Gunfleet Sands 2 with 18 turbines (64 MW). The electricity generated will be
supplied to the public grid. Given the latest efficient technology that is to be used, levels
of wind at the site and the experience of the promoter, the project is expected to be finan-
cially viable.

The geographical environmental impact of the project has been carefully assessed. Off-
shore, it is situated within a number of environmental Special Protection Areas and also
lies within the boundary of the proposed Thames Estuary. Possible impacts that were con-
sidered included displacement of birds and wildlife from the wind farm site due to the
presence of turbines, collision mortality, habitat loss and the risk of creating a ‘barrier’ to
migratory birds. The conclusion reached was that in all cases the overall effects are likely to
be negligible or minor. Onshore, the cable route passes through a Site of Special Scientific
Interest. To prevent any negative impact to this area, directional drilling techniques are to
be used, with the consent of the UK Environment Agency. In addition, some other mitigat-
ing/compensating measures concerning marine habitats and fishermen will be applied. In
conclusion, the overall environmental impact of the project is acceptable. On the positive
side, of course, the project will make a significant contribution to reducing CO, emissions
and hence to alleviating the problem of climate change.

The promoter of this project already has a similar offshore wind farm at Horns Rev off the
south-west coast of Denmark. The EIB also made a EUR 240m loan in 2008 for the expan-
sion of this project.
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Thin-film photovoltaic modules, South Africa

The project concerns the installation of a start-up manufacturing facility for thin-film pho-
tovoltaic modules in the Western Cape Province in the Republic of South Africa (RSA),
based on an innovative technology developed in South Africa.

The thin-film CIGSSe (copper, indium, gallium, sulphur, selenium) technology for this new
production was developed by a University of Johannesburg research team and will be com-
mercialised by way of a public-private partnership between South African government-
owned entities and private investors.

The development of this technology - which is characterised by lower raw material costs
than silicon-based modules - contributes to the learning effect that is expected to grad-
ually reduce costs in the PV industry and hence the cost of PV-generated electricity. The
facility will impact positively on the South African economy by establishing the country
as a reference point for this innovative and locally developed technology and contribute
to developing the national PV market. The new plant will provide PV systems to schools
and clinics in rural communities, where PV is already often more cost-effective than power
grid development, as well as micro-sized installations for individual homes, at competitive
prices.

When fully operational, the plant will have an annual capacity of 30 MW peak. Initially,
most of the end product will be exported; however, the share of locally sold modules is ex-
pected to increase gradually as the South African PV market develops.

Given its use of innovative technology for the development of renewable energy sources,
as well as its significant skills development and employment creation impact, the project
is fully in line with the objectives of the Bank’s RSA mandate and the EU policies regarding
the development of sustainable energy production and climate change mitigation.

The operation was the first-ever loan made available in South Africa under the Bank’s
Structured Finance Facility (SFF).
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Support for EU Development and Cooperation
Policies in Partner Countries

Facility for Euro-Mediterranean Investment
and Partnership (FEMIP)

In 2008 relations between Europe and the Medi-
terranean were at the top of the European politi-
cal agenda, culminating in the Paris Summit in July
to launch the Union for the Mediterranean. In this
context the Facility for Euro-Mediterranean Invest-
ment and Partnership (FEMIP), whose expertise in
the field was very much sought after, was given the
task of implementing three of the key initiatives
adopted by the 43 Heads of State or Government:

«the motorways of the sea and on land in the
Mediterranean;

- an ambitious solar plan; and
- getting rid of pollution in the Mediterranean.

In 2008 FEMIP carried out 20 projects, nine in the
Maghreb, nine in the Middle East and two region-
al operations, totalling EUR 1.3bn, in the Mediter-
ranean. It maintained its two investment priorities
by supporting both private enterprises, the engine
for sustainable growth, and the creation of an envi-
ronment conducive to investment, via efficient in-
frastructure and appropriate banking systems.

FEMIP also carried out field studies and published
the conclusions in preparation for its new activities.
In 2008, five subjects were tackled:

+ a study on tourism in the Mediterranean was dis-
cussed in Berlin as part of World Tourism Week;

«in May FEMIP presented a study on the econom-
ic and social impact of microfinance in the Medi-
terranean at a conference it organised in Tunis, in
partnership with SANABEL, the network of microfi-
nance institutions in Arab countries;

- it collaborated with the Plan Bleu, the United Na-
tions observatory on the environment and sus-

tainable development in the Mediterranean, on
a study on climate change in the Mediterranean
presented in Paris in June 2008. FEMIP and the Eu-
ropean Commission also identified 44 bankable
projects to combat pollution in the Mediterrane-
an, totalling EUR 2.1bn, which they presented in
Brussels in April ;

«in October, at the Venice Biennale Architecture,
FEMIP launched the “Medinas 2030” initiative, an
extensive study on regenerating the historic cen-
tres of cities in the southern Mediterranean, pav-
ing the way for an investment programme;

«finally, in November 2008, FEMIP brought to-
gether on its premises in Luxembourg represent-
atives of the academic world, the private sector

Groupe Chimique Tunisien
(GCT) - Environmental up-
grading, Tunisia

The EIB provided GCT witha EUR55m
loan to eliminate or reduce environ-
mental pollution resulting from its
activities.

The aim of the project is to reduce
the impact of the existing facilities
on the environment, in particular by
cutting emissions of sulphur diox-
ide into the atmosphere, upgrading
phosphogypsum dumps and putting
an end to hydrofluoric discharges
into the sea at M’'Dhilla and Skhirat.
These measures will be supple-
mented by a number of small-scale
schemes to improve the environ-
ment and monitor developments.
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and multilateral organisations, as well as manag-
ers from the public authorities from both shores
of the Mediterranean, for a seminar on the sub-
ject of the challenges of human capital in the
Mediterranean.

African, Caribbean and Pacific States (ACPs)

The EIB supports the EU’s cooperation and devel-
opment policies in the ACPs.

Currently, the EIB operates in these regions under
the ACP-EC Partnership Agreement, which was
signed in June 2000 in Cotonou, Benin, for a peri-
od of twenty years and revised in 2005. The Agree-
ment between the ACP States and the European
Community and its Member States is based on var-
ious instruments to reduce poverty in the ACPs.

Financing under the Agreement is provided from
EU Member States’ budgets and is disbursed ac-
cording to financial protocols defined for succes-

sive five to six-year periods. For the period 2008-
2013 the EIB is entrusted with the management of:

« the ACP Investment Facility (IF), a EUR 3 137m risk-
bearing revolving fund geared to fostering private
sector investment in ACP countries;

-grants for the financing of interest rate subsidies
worth EUR 400m, of which up to EUR 40m can be used
to fund project-related technical assistance.

In addition to the Investment Facility, the EIB can
lend up to a further EUR 2 000m from its own re-
sources in the ACP countries over the same period.

Signatures under the IF during 2008 totalled
EUR 326m in the ACPs, to which can be added
EUR 225m from the Bank’s own resources, bringing
the overall figure for new signatures in the ACPs to
EUR55Tm.

In line with its strategy for operations in the finan-
cial sector, the Bank’s focus was not so much to
provide funds as to promote change through con-

Fonds Capital Carbone, Morocco

The EIB acquired a stake in a newly created fund aimed at supporting investment in clean
technology projects in Morocco by purchasing carbon credits.

The fund will have the status of a public limited company under Moroccan law. It will have
its registered office in Morocco and be managed by Accés Capital Atlantique SA (ACASA), a
management company registered in Morocco.

This project will encourage the use of the Clean Development Mechanism in Morocco and
the surrounding region and will help to develop the market for reducing greenhouse gas
emissions. It will also help to support investment in key sectors such as renewable energy,

landfill management and energy efficiency.
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Société des plantations de Mbanga (SPM), Cameroon

Cameroon is the largest ACP exporter of bananas to the EU, demand for which has increased
considerably in the last few years following enlargement of the EU. The project is fully in line
with the EU’s development policy of supporting production in ACP countries and, as Cam-
eroon is arguably one of the most competitive countries within the ACP area for the pro-
duction of bananas, the project contributes to the sustainable expansion and diversifica-
tion of the supply base for bananas on the EU market. It will also contribute to economic
diversification and enhancement of the private sector in a still relatively unexploited sector.

The project will expand SPM'’s current plantation area of 900 hectares by an extra 500 hectares
and contribute to improvements in the fields and factory to maximise yields and output. The
land on which the expansion will take place will be leased from local village chiefs, providing
substantial rental income. More than 1 000 jobs will also be created in the local area, with ad-
ditional benefits such as healthcare and housing allowances. Since the region is characterised
by high unemployment, the project enjoys considerable local support. The project includes
investment in improvements to the local road infrastructure and support for the local infir-
mary, whose services SPM workers and their families are entitled to use.

Since the project is located in a tropical area and may involve moist natural forest, the EIB
requested the promoter to undertake an EIA, which was provided by independent consult-
ants with international expertise and experience in environmental and social analysis.

According to the EIA none of the existing SPM plantation land has been created from pri-
mary forest or mature secondary tree cover by the company or the present landowners.
None of the existing cropped area or that which it is planned to bring into cultivation as
the new commercial banana plantation is in a “virgin” state, nor do any of the areas have
any substantial secondary growth.

The promoter has obtained EurepGAP certification
(EurepGAP is an internationally recognised set of
farm standards that includes the safety and welfare
of workers) for crop management and recording to
encourage safe production with the use of accepted
pesticides, good packaging and marketing practic-
es, and public reassurance on the traceability of its
products.

SPM was also required to incorporate in its policies
the requirement for an environmental audit to be
carried out every three years.
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tributing to the development of the financial sec-
tor. The Bank aimed to fill market gaps and act as a
catalyst, thereby going beyond SME finance. In rely-
ing on a broader range and alternative financial in-
struments, exploring new market segments, empha-
sising the role of technical assistance and promoting
capacity building, the Bank pursued the objective
of providing “finance for growth’, which ultimately
should encourage access to “finance for all”.

South Africa

In accordance with the Council Decision of 19
December 2006 on the renewal of all the EIB's
mandates outside the Community, a ceiling of
EUR 900m was fixed for South Africa for the period
2007-2013.

In line with this mandate, EIB activity in South Af-
rica focuses on infrastructure projects of public in-
terest (including municipal infrastructure, power
and water supply) and support for the private sec-
tor, including SMEs; the Joint Country Strategy Pa-
per for South Africa defines the reduction of pov-
erty and inequality as the overriding objective of
the cooperation between the European Union and
South Africa for the period 2007-2013.

In 2008, EIB lending in South Africa amounted to a to-
tal of EUR 203m for three projects.

In addition to its own resources lending, the EIB
manages — on behalf of the Commission and joint-
ly with the Industrial Development Corporation of
South Africa (IDC) - the EUR 50m Risk Capital Fa-
cility (RCF) Il, aimed at providing equity and qua-
si-equity funding to SMEs owned by historically
disadvantaged persons. This second RCF was set
up at end-2006, when the first EUR 55m Risk Capi-
tal Facility came to a successful end. Two years into
its implementation, RCF Il is expected to have a big
impact on development in terms of job creation
and empowerment.

Asia and Latin America (ALA)

EIB lending in Asia and Latin America is governed
by mandates of the European Union.

Under the latest ALA mandate, covering the period
2007-2013, the EIB can lend up to EUR 3.8bn for op-
erations in ALA partner countries. This represents a
substantial increase of 53% compared to the pre-
vious mandate for the period 2000-2006. The man-
date has been subdivided into indicative ceilings
of EUR 2.8bn for Latin America and EUR 1.0bn for
Asia.

The Bank’s activities in ALA complement the EU’s
cooperation strategy with the regions in question.
In sector terms, the lending objectives for Asia and
Latin America have been broadened. EIB lending
will target environmental protection, including
climate change mitigation, and projects that con-
tribute to the energy security of the EU, and will
continue to support the EU’s presence through for-
eign direct investment, transfer of technology and
know-how.

In 2008, EIB lending for projects located in Asia
and Latin America totalled EUR 469m, of which
EUR 319m for three projects in Latin America (Brazil,
Mexico and Paraguay) and EUR 150m for one project
in Asia (India).

Technical assistance

Technical assistance (TA) is a key instrument en-
abling the Bank to become more proactive in its
operations, especially outside the EU. The provi-
sion of TA has become a mainstream EIB activity
over the past few years and aims to support the
lending priorities both within and outside Europe.
The EIB’s Corporate Operational Plan stresses the
important role TA can play, both in the Bank’s own



Bancomext Environmental
Sustainability, Mexico

In 2008, the Bank signed a EUR 50m
global loan with Bancomext whose
main purpose is to part-finance
projects implemented by private and
public sector operators in Mexico,
aimed at improving or protecting the
environment, including sustainable
development.

The eligibility criteria for these
projects include (1) tackling climate
change, (2) protecting nature, biodi-
versity and natural resources, (3) im-
proving the environment and health,
(4) promoting sustainable use of nat-
ural resources, including waste man-
agement, and (5) enhancing the ur-
ban environment. It is envisaged that
the bulk of EIB funds will be chan-
nelled to finance environmental
projects, on which the Bank’s services
will place special emphasis.

The loan is consistent with the EU’s
policy and strategy on environmen-
tal sustainability, in particular climate
change mitigation. EU policy calls
for the identification of new tools to
strengthen developing countries’ par-
ticipation in global efforts to address
climate change. Additionally, it is an-
ticipated that a large portion of the
technology for these types of projects
will come from the EU, thus providing
an instrument to finance transfers of
technology and know-how from the
EU to Mexico, another of the man-
date’s lending objectives.
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operations and in pursuit of wider strategic part-
nership objectives, and recognises TA as a stra-
tegic priority. TA provides a means of enhancing
the Bank’s value added in the project cycle, rein-
forcing strategic partnerships with the European
Commission and other IFls and thereby raising the
profile of the Bank among beneficiaries and part-
ners. In the ACP and FEMIP regions, for instance,
the need for TA, particularly to support project
preparation and implementation, is widely recog-
nised, and this is reflected in the substantial funds
entrusted to the EIB. For partner countries outside
Europe, the EIB partners with promoters to iden-
tify and prepare projects suitable for EIB financing
using funds from EC or Member State Trust Funds.

In the FEMIP region, 2008 was the most successful
year since the launch of the TA instrument in 2004.
Contracts were signed with service providers for
more than EUR 19m under the FEMIP Support Fund
and FEMIP Trust Fund for project upstream, prepa-
ration and implementation work. More than 80%
of the dedicated FEMIP TA funds are allocated to
the infrastructure, environment, water and waste-
water sectors and human capital, reflecting to a
large extent the Bank’s traditional area of activity
in the Mediterranean region. M In the ACP region
the EIB continued to expand and consolidate its
TA program in 2008, helping to develop a pipe-
line of quality projects and lending programmes.
TA in ACPs received funding from the Investment
Facility under Cotonou | and Il, the EU-Africa In-
frastructure Trust Fund, and the EU-ACP Water
Project Preparation Facility. Most TA operations
are designed to help identify, formulate and pre-
pare projects and also include due diligence stud-
ies. They can also support the smooth implemen-
tation of ongoing Investment Facility projects.
TA tends to facilitate the flow and efficient utili-
sation of loan finance and can help to generate
new lending opportunities. In accordance with
the strategic thrust of the Investment Facility, the
2008 TA programme in the ACPs focused on (i) fi-
nancial sector operations (microfinance and SME
lending, for instance, in Ethiopia, Rwanda, Liberia,

EIB Group
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Uganda and the Dominican Republic), and (ii) in-
frastructure undertakings, with regional initiatives
in particular receiving support, mainly in Central
and West Africa.

Microfinance, fundamental to protecting and empowering the poor

In January 2008, the EIB signed its first microfinance technical assistance agreement with
MicroCred, a microfinance investment company. The purpose of the operation is to sup-
port the development of greenfield microfinance institutions in sub-Saharan Africa. The TA
funding provided by the EIB enabled MicroCred’s subsidiaries in Madagascar and Senegal
to expand the range of financial products and services offered for productive purposes.
As part of this TA support, a pilot SME programme targeting small formal enterprises was
launched in Madagascar. The pilot proved to be a great success, resulting in 73 disbursed
SME loans over a 10-month period, amounting to EUR 688 571, with non-performing loans
standing at 3% at the end of 2008. In view of these encouraging results, the management
of MicroCred Madagascar has decided to graduate SME loans into a standard product ca-
tering for the needs of formal enterprises. It is planned to roll out similar pilots in MicroCred
Senegal as well as other MicroCred subsidiaries in 2009. The example of MicroCred Mada-
gascar confirms that microfinance services can be delivered in a sustainable and profitable
way. However, due to their relatively small size and high upfront investment requirements,
greenfield and early-stage MFIs require technical assistance in order to build capacity dur-
ing the initial years of operations. The EIB works closely with a number of co-financing part-
ners such as the IFC, FMO, KfW and other agencies, as well as private foundations, when in-
vesting in microfinance investment companies and providing technical assistance.
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Taparura: Via Decontamination to Waterfront Redevelopment, Tunisia

In the 1960s Tunisia’s second-largest city, Sfax, once known for its beautiful coastline, be-
came a centre for the export of phosphates. Its industrial processing left a huge quanti-
ty of phosphogypsum waste material discharged on the coastline close to Sfax’s historic
medina. Benefiting from an EIB loan of EUR 34m, with additional Belgian and French cred-
its, a decontamination project was launched by the promoter SEACNVS (Société d’Etudes
d’Aménagement des Cotes Nord de la Ville de Sfax). The work enabled the city to be recon-
ciled with its historic coastline by creating a 6 km public beach and a new zone for urban
development on the reclaimed land: the Taparura Zone was born.

The operation proved not only to be a technical challenge in terms of decontamination but
also prepared for the future use of the 300 ha of reclaimed land. An ambitious design was
drawn up that enabled the pollution to be isolated. Since 2005, the FEMIP Support Fund
has financed technical assistance to support the promoter in the management of the pro-
gramme, including the technical supervision of the work done to isolate the contaminat-
ed material and integrate it into a public park of some 50 ha, making it the largest public
green and recreational space in the Greater Sfax area.

The FEMIP technical assistance not only assisted with the clean-up but also paved the way
for the reuse of the previously contaminated coastline. Based on the principles of contem-
porary town planning, following the approach of integrated urban and transport planning,
an urban master plan (Plan Directeur) was drawn up. The plan sets the framework for long-
term sustainable urban development, integrating the Taparura Zone into the surrounding
city areas, such as the historical centre and the port, thus extending the heart of the city. In
addition, a strategic plan was also developed by the technical assistance team, proposing a
financial, institutional and marketing model to implement the ambitious new Taparura wa-
terfront area of Sfax, making it one of the most challenging redevelopment projects in the
Mediterranean.
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Ex Post Evaluation of Projects

? Published by the Evalua-
tion Cooperation Group,
which is composed of the
World Bank Group, the
Asian Development Bank,
the Inter-American Develop-
ment Bank, the European
Bank for Reconstruction and
Development, the European
Investment Bank and the
International Monetary
Fund, with the UNDP and
OECD as observers, in order
to harmonise good practice
in public sector evaluation.

Operations Evaluation (EV) provides transparency
vis-a-vis the EIB’s governing bodies as well as inter-
ested outside parties by carrying out thematic, sec-
tor and regional/country evaluations of projects
financed by the Bank once they have been complet-
ed. Through its work, it reinforces accountability and
encourages the organisation to learn from experi-
ence. Its mandate has been enlarged to cover all EIB
Group activities through to ex post evaluations.

Cooperation with multilateral development
banks: the Evaluation Cooperation Group
(ECQ)

Since 1996, EV has been an active member of the
ECG, whose members include the evaluation teams
of the World Bank Group, the Inter-American De-
velopment Bank, the Asian Development Bank, the
African Development Bank, the European Bank for
Reconstruction and Development, as well as repre-
sentatives from the International Monetary Fund,
the OECD-DAC (Development Assistance Com-
mittee) and the UNDP. Membership was recently

Methodology used

Operations are assessed using EIB eval-
uation critera based on internationally
accepted methodology® and include an
examination of EIB performance. The
detailed methodology can be found on
the EIB website.

From the findings, EV proposes a series
of recommendations. The Bank’s servic-
es comment on these and agree on spe-
cific measures that need to be taken. EV
reports are discussed by the Board.

opened to the CEB (Council of Europe Develop-
ment Bank), IFAD (International Fund for Agricul-
tural Development) and the IDB (Islamic Develop-
ment Bank).

The ECG mandate is to improve the efficiency of
its members by publishing Good Practice Stand-
ards (GPSs) in evaluation methodology. GPSs have
been published for the evaluation of public sector
operations as well as private sector operations, for
policy lending and for country or programme eval-
uations. The ECG’s work programme also includes
GPSs for the evaluation of technical assistance.
ECG members meet formally twice a year, while
activities are developed throughout the year in ad
hoc working groups.

Case study — new saw mill

The project was located in a rural
area close to extensive natural tim-
ber supplies. The promoter was an
experienced EU operator and active
member of the World Wildlife Fund.
Environmental protection and sus-
tainable forest management were
therefore central to the plant’s de-
sign, which included the use of waste
chippings to generate electricity and
the installation of advanced filters to
meet EU emission standards. An EIA
was undertaken under local law. The
promoter made considerable efforts
to agree terms with the state railway
company to transport its products
out of the country but in the end had
to resort to road haulage. The Bank
attempted to intervene at project lev-
el but without success although the
promoter felt the Bank could have ap-
plied more pressure at a higher level.
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Case study: Offshore wind farm

As part of the EIA process and owing to its special status as a “demonstration programme”,
a comprehensive environmental measurement and monitoring programme was initiated
to investigate the effects on the environment, particularly on birds and marine mammals,
of all phases, which were classified as follows:

Potential impacts during construction: Potential impacts during operation:

1. alteration of the sea bed; 1. noise and vibration from the turbines;
2. sediment spill and increased turbidity; 2. electromagnetic fields;

3. noise; 3. the physical presence of the turbines;
4. disturbances due to construction activities. 4. disturbance due to maintenance

operations;

5. the introduction of a hard substrate,
that was likely to scour the protection
areas around the foundations.

All potential impacts above were assessed through modelling and specific monitoring of
flora and fauna that were sensitive to one or more of the impacts (46 species of fish, birds
and mammals were monitored and recorded). The monitoring took place over two years.

The environmental impacts were all temporary (mostly during construction) and there is
no indication that the wind farm is causing any environmental damage during its current
operation.
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Case study - roads rehabilitation programme

The project was the third of what eventually became six operations involving the rehabili-
tation of hundreds of kilometres of national roads that required substantial reconstruction
following years of maintenance neglect. Parts of the project were supported by ISPA (In-
strument for Structural Policies for Pre-Accession) and the Bank concentrated on the re-
mainder. The appraisal of the project was undertaken very quickly, with only six months
elapsing between project identification and signature. Whilst it was a repeat operation, it
was felt that this was rather a short timescale given the complexities of the project and the
sector. The project was structured as an investment project, despite the fact that many sec-
tions were clearly at an early stage of preparation and were likely to be subject to change.
Four years after signature, following substantial implementation difficulties, the scope of
the project was increased from 600 to 780 kilometres and the emphasis shifted towards
different priority corridors. The Bank accepted this change without substantial comment
and within six months had signed a further similar operation. The risk of delays and cost
overruns, together with chronic underfunding of maintenance, were identified as risk fac-
tors, but insufficient allowance was made for these in the operational structure and no spe-
cial provisions were included in the finance contract relating to maintenance funding. By
contrast, the Commission’s financing memorandum included a requirement for a specific
repair and maintenance programme.

Joint evaluations:

EV has started to promote joint evaluations with
other financial institutions.

- Joint EIB-EBRD: In 2007, EV evaluated one opera-
tion in Russia together with the EBRD. The joint
evaluation was appreciated by the borrower and
was successful while some differences in report-
ing procedures between the two institutions were
pointed out.

« Joint EIB-KfW-AFD: In 2008, EV joined forces with
KfW and AFD for the evaluation of a large region-
al project involving an irrigation scheme, a power
plant (the only component financed by the EIB)
and environmental investments linked to a large
dam (in West Africa). This joint activity enabled a
wide-ranging review to be carried out that would
have been beyond the means of each individual
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institution. The final report was discussed with
the promoter and provided a major input for the
definition of similar investments in the region.

New evaluations:

The evaluation of EIB financing operations in the
renewable energy sector covered a wide variety of
projects: onshore and offshore wind energy, bio-
mass energy, geothermal energy and small-scale
hydroelectricity schemes. The overall assessments
were satisfactory. " EV made a few recommenda-
tions on the monitoring of the operations and sug-
gested that the dissemination of EIB expertise in
that field be improved.

Evaluation of EIB lending in the 12 new Member
States prior to accession: This evaluation consid-
ered a total of 78 projects. The main findings relat-
ed to three items:

- on EU/EIB priorities: despite being fully support-
ive of EU policies in the region, the Bank encoun-
tered operational constraints that limited its ac-

tivities: budgetary, the limited supply of bankable
projects and the growing lead time for project
development;

-on project performance: the vast majority of
projects performed well against the recognised
evaluation criteria, even under difficult condi-
tions. Deficiencies related to cost overruns and
unexpected delays. Sustainability was at risk in
some sectors (roads) where maintenance budgets
were insufficient;

- the report looked at the support given by the
Bank to the preparation for accession: the Bank’s
impact was positive at project level, particularly
on procurement and environment management,
but limited at sector and country level owing to
operational constraints. The report recommended
that greater attention be given to this potentially
positive contribution from the Bank.

EIB Group
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Ill - Capital Markets
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Socially Responsible Investors Attracted
to EIB Bonds

Socially responsible investment (SRI) typically com-
bines investors’ financial objectives with concerns
that may encompass one or more social, environ-
mental, ethical or corporate governance issues. The
appeal of EIB bonds for SRI audiences has therefore
benefited from a variety of factors: the EIB’s attractive
CSR credentials, but also purely financial merits such

19 Sources of information: Standard & Poor’s, Moody’s and Fitch.

as the Bank’s top-quality credit standing, its strategic
approach to markets and its securities product offer-
ing.°™

Climate Awareness Bond: EUR 600m distributed
across 14 projects in six countries

In 2007, the Bank extended its support for the Euro-
pean Union on climate-related action by launching
the Climate Awareness Bond (CAB). This new capital
market product followed EU endorsement of an Ener-
gy Action Plan, including priorities to combat climate
change set during the German Presidency. The EIB’s
new bond increased the appeal of the Bank to SRl in-
vestors.

The bond offered a unique combination of envi-
ronmental characteristics. The proceeds were ear-
marked for the Bank’s future projects supporting
climate protection in the fields of renewable en-
ergy and energy efficiency. It incorporated an op-
tion to purchase and cancel CO, allowances via the
European Union’s Emissions Trading Scheme. Also,
the return on the bonds is linked to the perform-
ance of a new equity index created specifically by
the FTSE for this transaction — the FTSE4AGOOD EN-
VIRONMENTAL LEADERS 40 INDEX.

During 2007/8, all the funds raised by this issue
(EUR 600m) were disbursed on new projects meet-
ing the sectoral criteria. In total 14 projects located
in 6 European countries received funds raised via
this bond. The projects were as follows:
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Amounts
X L. disbursed
Project Name Country Description
from CAB
(EUR m)
ALTO MINHO PARQUES EOLICOS | Portugal Construction and operation of five onshore wind 25.8
farms in northern Portugal and installation of asso-
ciated electricity transmission infrastructure
ANDASOL SOLAR THERMAL Spain Construction and operation of two concentrating 99.2
POWER PROJECTS solar thermal power plants near Granada
EDA POWER Portugal Improvement of power generation, transmission 2.0
and distribution infrastructure on all nine islands
of the Azores archipelago
ENERGY EFFICIENCY Slovenia Framework loan for financing small and medium- 9.0
FRAMEWORK scale projects in energy efficiency and environ-
mental sectors
EOLICAS DE PORTUGAL Portugal Construction and operation of production facilities 35.0
INDUSTRIA for wind turbines in Viana do Castelo
ESPIRITO SANTO INFRASTRUC- Portugal Participation in new investment fund for renew- 0.1
TURE FUND able energy and infrastructure projects in Portugal
EUFER WIND ENERGY Spain Investment programme concerning nine wind 50.0
farms generating renewable energy in Castilla la
Mancha, Castillay Léon, Andalusia and Galicia
HELLISHEIDI GEOTHERMAL Iceland Expansion of Hellisheidi geothermal power plant 22.0
POWER in south-west Iceland
POWERTRAIN R&D (SFF-RSFF) Austria Development of clean and efficient automotive 20.0
power trains focusing on reduced emissions. Re-
search in the areas of hydrogen fuel cell technol-
ogy, nanocomposites and engine technologies
improving energy efficiency
SOLAR ROOFS - Alternative Germany | Installation of 35 photovoltaic power units on flat 70.5
Energy and Spain | roofs of logistics centres at 28 locations in Germa-
ny and 7 in Spain
SOLARWAFER SACHSEN Germany Production of polycrystalline silicon wafers for use 75.0
as pre-product for photovoltaic cells and modules
in Freiberg, Saxony
SOLARWAFER THUERINGEN Germany Construction of manufacturing facilities for poly- 40.0
crystalline silicon wafers for use as pre-product for
photovoltaic cells and modules in Jena, Thuringia
SOLUCAR SOLAR Spain Construction of two concentrating solar thermal 77.9
power plants in Sanlucar la Mayor, west of Seville
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| Dol

Amounts
X L. disbursed
Project Name Country Description
from CAB
EURm
WIENER WOHNEN Austria Fifth phase of rehabilitation and upgrading pro- 73.5
STADTTEILSANIERUNG gramme for rented social housing stock of Wiener

Wohnen to bring it up to contemporary hous-
ing quality standards. Among other things, the
improvement measures will lead to a reduction in
energy use and emissions.

TOTAL 600
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Solar Roofs - Alternative Energy, Germany and Spain

This project comprises the installation and operation of grid-connected, mostly roof-mounted
medium-sized (up to 1 MWe,p) photovoltaic (PV) plants, geographically dispersed across Ger-
many (28 locations) and Spain (7), with a combined capacity of 30 MW. The photovoltaic units
are mostly mounted on flat roofs of large logistics centre buildings owned and operated by a
grocery retailer. Each PV plant will be equipped with several thousand solar modules.

The indicators suggest a naturally lower level of solar irradiation in northern European regions
than in the south. The calculated performance ratio (based on design values) indicates, howev-
er, that the PV systems are carefully designed to minimise the overall DC (direct current) to AC
(alternating current) conversion losses, losses due to higher module temperature and/or losses
caused by incomplete use of irradiance due to reflection, shading/coverage, system downtime
and component failures. The module energy efficiency is calculated at around 12.8%.

The rationale of the project was driven by a programme approach, aimed at achieving cost
reductions by applying standardised equipment. The project development was primari-
ly driven by an SME (an experienced roof construction company) and cofunded through
a closed equity fund. The PV plants benefit from attractive tariff regulations in both
countries.

The project contributes to the deployment of one of the priority technologies identified in
the European Strategy Energy Technology Plan, which is reflected in the Bank’s priority re-
newable energy lending objectives. The project constitutes an efficient contribution to the
development of PV as a viable source of energy in the longer term and supports national
and European targets for renewable energy generation, thereby also contributing to envi-
ronmental and security of energy supply objectives. If all PV plants operate as forecast, an
average of 15 000 t CO, emissions/year would be avoided.




The Bank has a long-standing track record of con-
tributing to the development of capital markets
internationally, in both developed and emerging
currencies. In emerging currencies the Bank has in
particular focused on the currencies of new/future
Member States and EU partner countries. Here the
Bank’s concrete contributions to market develop-
ment relate both to development of the framework
for issuance according to international standards
and also to execution of issuance that adds diver-
sity to the market, for instance by offering larger
and thus more liquid bond issues, and new maturi-
ties and products. The EIB is often the first foreign
issuer in its asset class to enter such markets. Such
issuance may also provide a step towards potential
future lending in local currency.

Global market conditions in 2008, characterised by
high levels of volatility and uncertainty, reduced
international investor demand for issues denomi-
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nated in currencies from emerging and transi-
tion countries. Nonetheless, there were significant
achievements, in particular the extension of the
yield curve in Russian roubles and Turkish lira, of-
fering investors the longest available tenors in the
fixed-rate Eurobond market. Regarding new Mem-
ber States, there was a significant increase in issu-
ance in Bulgarian leva.

In EU partner countries, the Bank made its first is-
sue in Zambian kwacha. The Bank’s Zambian
kwacha (ZMK) bond - the first ZMK issue by a for-
eign issuer and the first in the international market
- helped draw the attention of international inves-
tors to the ZMK market. It was issued in synthetic
format with payments in USD.
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IV - Direct Footprint
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Internal Footprint - New Measures Approved

Since 2007 the EIB has started implementing meas-
ures aimed at reducing the CO, emissions resulting
from its internal activities.

Various measures were implemented in 2007 and
2008, such as the progressive replacement of the
car fleet by substantially less polluting models; in-
creasing staff awareness of waste sorting, which
led to the EIB obtaining certification from the Lux-
embourg authorities in 2007 and 2008 for its ex-
cellence in waste sorting; improvement of the fa-
cilities available for staff cycling to work; greater
emphasis on environmental considerations when
negotiating staff travel with the airlines; the pro-
gramming of printers and photocopiers to print
and photocopy on both sides by default; the phas-
ing out of personal printers; the signature of a part-
nership agreement with a car-sharing platform that
is now available to staff via the Intranet; the instal-
lation of movement detectors for the lighting sys-

tem in some parts of the buildings; the installation
of a conciergerie on the premises of the Bank to re-
duce the amount of time spent by staff in running
private errands; and the organisation of numerous
staff awareness events.

During 2008 a new range of measures was ap-
proved that are now being implemented. These
include increased use of videoconferencing to
cut down on travel; revision of the business trav-
el guidelines to encourage more frequent use of
trains rather than planes; the organisation of en-
vironmentally aware driving campaigns; the in-
troduction of an IT green scorecard to reduce the
power consumption of IT equipment; the signature
of a partnership agreement with the Luxembourg
bus companies, which will provide a free bus pass
for every member of staff; the installation of timer
taps to reduce water consumption; and ongoing
staff awareness campaigns.

Emissions, Energy And Waste

2008 was a special year for the Bank’s internal en-
vironmental footprint. In June 2008 the EIB’s new
building on the Kirchberg campus was officially
opened. Relocation of staff from the EIF building
in Kiem and the EIB building in Findel started, but
in the earlier part of the year all the buildings had
been operating simultaneously. Despite this situ-
ation, the level of emissions resulting from electric-
ity consumption has remained relatively stable.

The new building has received BREEAM (Building
Research Establishment Environmental Assess-
ment Method) certification and is expected to re-

duce energy consumption by 40% compared to
standard office buildings. In these circumstances
and with the old EIF and Findel buildings no longer
being used, a reduction in energy consumption is
expected in 2009.

The basic calculations for establishing the 2008 CO,
emissions were carried out by an external consult-
ant certified to use the recognised Bilan Carbone®
methodology. The full report from the consultant is
available on the EIB website.
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Global footprint (tonnes of co,)

Despite all the measures undertaken to reduce the
EIB’s carbon footprint, the total level of CO, emis-
sions went up between 2007 and 2008 by 1 721
tonnes. This was due to the increase in the “mobili-
ty” emissions, which were attributable to the signif-
icant increase in activity in the second half of 2008.

Global footprint (tonnes of co,)

Mobility 93%

Paper consumption
emissions 1%

Waste emissions 0%

In-house
emissions 6%

Energy

Since the beginning of 2007, all the electricity pur-
chased by the Bank (excluding the EIF building in
Kiem) has originated from renewable sources (hy-
droelectric, biomass or wind).

The level of energy emissions was comparable in
2007 and 2008 (1 206 v. 1 207 tonnes).

Waste management

Improvements to the waste disposal system re-
duced the level of CO, emissions from waste dis-
posal from +0.3 tonnes in 2007 to -1.3 tonnes in
2008, thus having a positive effect on the total lev-
el of emissions.

EIB & EIF waste emissions(tonnes of co,)

15 — 1.3
1.0
0.5
0.0
-0.5
10 - Domestic waste with recycling -3.5
a5 L Domestic waste without recycling 1.3
) Recycled paper waste 0.3
20 - Recycled wood waste 0
25 | Recycled other waste 0.6
30 | Recycled PMC 0.1
’ Mixed waste, no recycling 0
35 b 35 Glass waste recycled 0
EIF waste (extrapolation) -0.1
EIB & EIF In-house (tonnes of CO,)
Steam heating EIF 1%
Electricity EIF 5%
‘ | Cold supply EIF 2%
Steam heating East
Kirchberg 7%
Heating Findel 24%
Boiler Hamm 26%
Cogeneration Hamm 13%
Steam heating West
Kirchberg 23%
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Mobility

Mobility emissions rose from 16 525 tonnes in 2007
to 18 221 tonnes in 2008, thus accounting for the
majority of the increase in total emissions between
2007 and 2008. This increase can be explained by
the heightened level of activity during the second
half of 2008 as a result of the financial crisis. De-
spite an absolute increase in mobility emissions,
it is worth noting that the level of mobility emis-
sions per staff member went down from 11 to 10.3

tonnes between 2007 and 2008.

Environmental indicators 2008

|

EIB & EIF mobility emissions (tonnes of CO,)

EIB vehicle fleet for
management 1%
EIF vehicle fleet for
management 0%

Shuttle bus service 1%

Commuting EIB 22%

Commuting EIF 2%

Travel EIB & EIF (air & rail)
74%

83

tonnes of CO, 2008 tonnes of CO, per tonnes of CO, per

staff member 2008 staff member 2007

Energy emissions (electricity from EIF 1207 0.68 0.8
building, heating, refrigeration)

Mobility emissions 18 221 10.3 11

Waste disposed of -1.3 -0.0007 0.0002

Copying paper consumption 227 0.13 0.13

TOTAL 19653 11.11 11.9

m?32008 | m? per staff member | m? per staff member

2008 2007

Total water consumption (EIB only) 66 066 37.34 41

kWh 2008 kWh per staff kWh per staff

member 2008 member 2007

Total electricity consumption 18 892 000 10 679.5 10205.3

(with green certificates)'®

tonnes 2008 tonnes per staff tonnes per staff
member 2008 member 2007
‘ Total paper consumption 227 0.07 0.07

The relative CO, emissions per staff member show
that almost all the indicators were either flat or fell
between 2007 and 2008. For 2009 the EIB will need

to do better and aim for an absolute reduction in
its level of emissions, as provided for in the foot-
print policy.

EIB Group

19 Excluding electricity for EIF
building in Kiem.
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V - Working Responsibly




The Diversity Strategy approved in 2008 is a cor-
nerstone of the Bank’s management of its hu-
man resources. Entitled “Good for People, Good
for Business’, it positions the Bank as an employer
of choice, able to tap diverse external talent pools
and fully utilise and develop the rich talent base
formed by its existing staff. The Diversity Strategy is
critical to the Bank's success. The concept of diversi-
ty embraces a wide range of individual and cultural
characteristics, such as age, cultural, ethnic and ra-
cial background, education and experience, family
status, gender, nationality, physical ability, religion
and sexual orientation. Inclusion means respecting
and valuing the unique talents, perspectives and
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Diversity Strategy

contribution each employee brings to the organi-
sation. It implies recognising that employees are at
their creative and productive best when they work
in an atmosphere of respect and trust.

The main objectives around which the Diversity
Strategy has been built include :

- increasing the diversity and balance of EIB staff;

« attracting, retaining and engaging talent;

« developing an inclusive work environment;

- fostering leadership and management;

« building the Bank’s profile as an employer of
choice.

Reform of the Staff Pension Scheme

A number of developments in recent years, such
as the ongoing increase in life expectancy, the sig-
nificant fall in interest rates and the application of
more stringent accounting standards (IAS 19), have
triggered the need for reform of the Staff Pension
Scheme so that it remains attractive while improv-
ing the way in which it is funded.

Reform of the Pension Scheme, a very difficult and
sensitive exercise, has been under discussion with-
in the Bank for more than two years. In particular,
comprehensive in-depth discussions were held
with the Staff Representatives, which resulted in
the consensual approach followed.

The reform is based mainly on the following
principles:

«improvement of the long-term funding of the
scheme by creating an investment portfolio dedi-
cated exclusively for that purpose;

« the assumption by the EIB of the financial risks as-
sociated with the investments; and

«maintaining a defined-benefit pension scheme
for all those insured.

In parallel with the arrangements for implementing
reform of the Pension Scheme, a package of transi-
tional and/or compensatory provisions applicable
to currently employed staff, with due regard for
rights acquired under prior insurance periods, and
in such a way as not to upset the expectations of
those staff closest to retirement, is also under dis-
cussion with the Staff Representatives.
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Health and Well-Being
and Improvement of Social Conditions

Dignity at work

Three years ago, the Bank introduced a Dignity at
Work policy aimed at :

- raising awareness of and thus helping to prevent
harassment and bullying;

« providing a structure and procedures for dealing
with alleged cases of harassment or bullying.

The instruments made available under the policy
consist of two complementary procedures: an infor-
mal procedure involving the Confidential Counsel-
lors, and a formal procedure to deal with cases that
cannot be resolved via the informal procedure.

Staff members who contact the Confidential Coun-
sellors find their involvement very helpful and that
it has a real preventive effect. Therefore, while the
policy itself has not been changed, a number of
changes did take place at the end of 2008. In par-
ticular, the network of counsellors was increased
with the training of five new counsellors, including
two staff members of the EIF. The EIF has also in-
troduced its own Dignity at Work policy modelled
on the one in operation at the EIB. Responsibility
for implementing the policy has been transferred
to the Well-Being Division.

Health Insurance Scheme

The mounting complexity of health insurance ad-
ministration in general, the increasing number of in-
sured, and the advent of several new languages in
which invoices are presented to the administration
prompted HR to look for an external partner to se-
cure additional administrative capacity and improve
services. With effect from 1 June 2008, staff members
have been able - on a voluntary basis — to choose be-
tween having health insurance claims processed by
an external provider or having their claims handled
by the internal Caisse de maladie administration.

In addition to faster reimbursement, the exter-
nal administrator offers online monitoring of the
claims process and a round-the-clock worldwide
customer service.

The Medical Service

The Bank’s Medical Service continued to experi-
ence solid growth in demand. With the expan-
sion of recruitment activity, there was a marked
increase in the number of pre-employment medi-
cal exams.

Créche facilities

The demand for créche places has outgrown the
Bank’s capacity to provide such places, which has
led to a lengthening of the waiting lists. Additional
places will be made available in 2009.

Other matters

In the second half of the year a number of initia-
tives were pursued which will come to fruition in
2009. The most important of these are:

- the finalisation of an occupational health policy;

-a review of the Bank’s Dignity at Work policy,
which has been operational since 2004;

«in the context of the Bank’s Diversity Strategy,
the preparation and implementation of a code
of practice to enable disabled persons to be giv-
en equal treatment in recruitment, working con-
ditions and career opportunities, in accordance
with Council Directive 2000/78/EC;

«a medium-term strategy to reduce psychosocial
risk, enhance well-being at work, and contribute
to individual and organisational performance.
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Training and education

Average number of training days per employee per
year in 2008: 6.3
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Protection of Privacy and Personal Data

The EIB respects the principles of protecting peo-
ple’s basic rights, privacy and personal data.

In this context, like all Community institutions and
bodies, the EIB applies Regulation (EC) No 45/2001
on the protection of individuals with regard to the
processing of personal data by the Community in-
stitutions and bodies and on the free movement of
such data.

In accordance with this Regulation, the EIB has ap-
pointed a Data Protection Officer (DPO), who is re-
sponsible for ensuring independently, under the
authority of the European Data Protection Super-
visor (the Brussels-based European agency for su-
pervising the protection of personal data), that the
Regulation is applied in-house.

The DPO ensures that the rights and freedoms of
the data subjects are unlikely to be adversely af-
fected by data processing operations, keeps a
register of the processing operations carried out
by the EIB and notifies the European Data Protec-
tion Supervisor of processing operations that are
likely to present specific risks for the rights of the
data subjects (such as those relating to health or
intended to evaluate personal aspects relating to
the data subject). The DPO is also the point of con-
tact for any matter relating to data protection at
the EIB and, in this connection, is consulted by staff
members and/or various Bank authorities. The DPO
must also cooperate with the European Data Pro-
tection Supervisor and respond to requests from
him, as well as participating in meetings of the In-
terinstitutional Group of Data Protection Officers of
the Community institutions and bodies.

In 2008 an inventory was made of all personal data
processing operations at the Bank and the EIB
adopted additional provisions implementing Reg-
ulation (EC) 45/2001 that are to be published some
time in 2009.

A specific work programme was put in place with
regard to security of use of IT networks, with the

EIB applying in particular the principle of protec-
tion of privacy in the field of electronic communi-
cations laid down in the relevant EU Directives.

It was also decided to create a post of assistant to
the DPO and to appoint a DPO for the EIF.
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Human Resources Data as at 31/12/2008

Breakdown of staff by nationality

The breakdown of the Bank’s staff by nationality com-
plies with the objective laid down in the EIB’s Statute
that “in the selection of staff, account shall be taken
not only of personal ability and quadlifications but
also of an equitable representation of nationals of
Member States”.

Active staff by category and gender °

Management Management Executive Executive Support Support
Female Male Female Male Female Male
2006 12% 88% 39% 61% 87% 13%
EIB 2007 13% 87% 39% 61% 87% 13%
2008 16% 84% 40% 60% 89% 11%
2006 50% 50% 21% 79% 79% 21%
EIF 2007 43% 57% 25% 75% 78% 22%
2008 27% 73% 27% 73% 73% 27%
2006 13% 87% 37% 63% 86% 14%
EIB
2007 14% 86% 37% 63% 86% 14%
Group
2008 17% 83% 39% 61% 87% 13%
2006
=2}
w2007
2008
2006 | 1
w2007 |10
2008 | 1
2006
o
3
] 2007
)
2008
0 500 1000 1500 2000

?In all the HR figures, the EIB
total figure includes staff
members seconded to the EIF
as follows (15 in 2006, 14 in
2007 and 12 in 2008).

l Management Female
Management Male

l Executive Female

l Executive Male
Support Female

Support Male
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Total workforce by employment contract

2006 2007 2008
Contract type
EIB EIF EIB Group EIB EIF EIB Group EIB EIF EIB Group
CcDD 61 10 71 94 21 115 140 22 162
CDI 1308 96 1404 1359 107 1466 1473 122 1595
Total: 1369 106 1475 1453 128 1581 1613 144 1757
(CDD = Contract for a definite period - CDI = Contract for an indefinite period)
Staff turnover by gender
EIB EIF EIB Group
Gender | Terminat- Head-| Turnover Terminat- Head- | Turnover Terminat- Head-| Turnover
ed 2008 count ed 2008 count ed 2008 count
31/12/2007 31/12/2007 31/12/2007
F 25 733 3.41% 4 53 7.55% 29 786 3.69%
M 43 720 5.97% 75 8.00% 49 795 6.16%
Total: 68 1453 4.68% 10 128 7.81% 78 1581 4.93%
Injury rate
In 2008, the EIB had an injury rate of 21.7 per 1 000
staff members. However, most injuries were minor
burns or cuts, including those occurring when us-
ing the EIB sports facilities. No absences resulting
from an injury exceeded two days. There were no
fatal injuries.
Rate of absenteeism and sickness
EIB EIF EIB Group
VD Absenteeism Sickness Absenteeism Sickness Absenteeism Sickness
2006 1.32% 3.94% 0.27% 0.05% 1.25% 3.67%
2007 1.21% 3.52% 0.16% 0.04% 1.12% 3.24%
2008 1.23% 3.50% 0.12% 0.12% 1.14% 3.22%
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Undertakings in 2007

CRR 2007

Actual status 2008

CR website

A separate section on corporate re-
sponsibility is to be created on the EIB
website.

A dedicated Corporate Responsibil-
ity website sub-section was due to be
created on the EIB website in 2008.
The sub-section on CR is now available
online.

Public consultation on the
Bank’s Anti-Fraud Policy

The new policy and procedures and
consultation report will be approved
and published on the EIB's website in
early 2008.

The new policy and procedures were
published on 10/04/2008 and the con-
sultation report was published on the
EIB’s website on 01/02/2008.

Pre-Accession Facility

Financing under this Facility will also
be available to potential candidate
countries.

At least one operation has already been
initiated under the Facility in each of the
following countries: Albania, Bosnia and
Herzegovina, Montenegro and Serbia.

Complaints Policy

The Complaints Policy will be published
in 2008.

The Complaints Policy was published
on 9 July 2008 and includes a Memo-
randum of Understanding between the
Bank and the European Ombudsman.

Signature of Approach
Statement on Corporate
Governance

Develop and adopt guidelines, policies
and procedures for promoting good cor-
porate governance practices for sustain-
able economic development in emerg-
ing markets.

The EIB participated during 2008 in vari-
ous joint initiatives/working groups with
the other signatories.

Statement of Environmen-
tal and Social Principles and
Standards

In 2008 the Bank will publish a new

Statement on its Environmental and So-
cial Policy that will be subject to a public
consultation process before publication.

See pages 7, 19 and 36. The Statement
was published on the EIB website on
16/02/2009.

Water sector policy

The Bank is currently reviewing its lend-
ing policy in the water sector.

The policy was published on the website
on 09/09/08.

Post-2012 Carbon Fund

The Bank is developing a second gen-
eration fund in cooperation with four
other MFls in order to promote the long-
term carbon market.

The Post-2012 Carbon Fund was estab-
lished in April 2008.

Sustainable communities

The Bank will propose an action plan for
sustainable cities and communities for
the period 2007-2013.

The JESSICA initiative was launched in
September 2008.

FEMIP Internship Programme

A one-day conference on “The Role of
Human Resources in Private Sector De-
velopment in Mediterranean Partner
Countries” will be held in the second half
of 2008.

The seminar on Human Capital was held
in Luxembourg on 18 and 19 November
2008.
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Climate Awareness Bond

The proceeds were earmarked for the
Bank’s future projects supporting cli-
mate protection in the fields of renew-
able energy and energy efficiency.

See pages 76-77 for allocation of Cli-
mate Awareness Bond proceeds.

Internal footprint

A study on modifications to the lighting
system (movement detectors) will be
carried out in 2008.

The study was carried out and move-
ment detectors were installed on a trial
basis in 2008. During 2009 movement
detectors will be introduced in the areas
of the Bank where continuous lighting is
not necessary.

SuperDrecksKéscht Green
Label

The EIB was awarded the Green Label for
sorting waste in 2007. Confirmation au-
dits will be carried out annually.

After one year, the label was again
awarded in December 2008.

Teleconference facilities

The teleconference facilities are cur-
rently being improved so that some
business travel can be avoided.

The teleconference and conference call
facilities were greatly improved in 2008,
especially with the opening of the EIB’s
new building.

Dignity at Work Policy A number of new volunteers are being | See page 86.
trained to supplement the counsellors
appointed when the policy first became
effective.

CR policies audit An external audit of CR policies will be | See page 11.

performed in 2008.
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Disclosure on Management Approach

Economic Performance

The Bank reports upon its economic performance
in accordance with internationally recognised ac-
counting practices and standards. It also adheres
to good governance practices in the performance
of its task as the Bank promoting European objec-
tives. Please see our website for further details of
the Bank’s economic performance in 2008.

Environment

The EIB has a Facilities Management team charged
with measuring and reducing the resources con-
sumed by staff members of the Bank. Our report
offers details of the Bank’s direct footprint and its
internal environmental management system. Re-
sources reported upon include paper, water, heat
and electricity consumption, as well as the to-
tal equivalent CO, emissions from staff commut-
ing. In addition, since the Bank’s work includes
travelling to project sites to assess their suitabil-
ity, the number of air miles travelled each year
by staff members is recorded and reported upon.
These air miles are then converted into their CO,
equivalents.

The Bank’s Internal Environmental Management
Working Group is charged with seeking opportu-
nities to constantly improve the Bank’s use of valu-
able resources. Please see page 81 of this report or
our website for further details of the Bank’s work-
ing environment.

The EIB’s “Environmental and Social Practices Hand-
book” describes the internal processes and prac-
tices of the Bank, particularly the work carried out
by its Projects Directorate (PJ), to ensure that all fi-
nancing activities are consistent with its environ-
mental policy. In turn, the Bank’s environmental
policy is in harmony with existing EU environmen-
tal legislation.

Outside the EU-27 and the Candidate and Potential
Candidate Countries, the environmental standards
of the Bank are also subject to local conditions.

The EIB supports the pursuit of sustainable devel-
opment through its lending activities, by financ-
ing environmental projects, safeguarding the en-
vironment where possible and trying to improve,
where practicable, the environmental and social
outcomes of all projects.

In all cases, the EIB follows stringent guidelines in
deciding which projects it should finance.

Labour practices

The Human Resources team ensures that staff
members are aware of the conditions of employ-
ment and their rights and duties under the Bank’s
employment policy. In 2007, the HR Department
formulated a new HR Strategy whereby it rede-
fined its priorities (see page 66 of CR Develop-
ments 2007). Staff members are also informed of
the availability of suitable training opportunities
and the hours of training per staff member are re-
corded and reported upon each year. The Bank has
also put in place staff representation mechanisms,
involving the College of Staff Representatives and
various Joint Committees, on, for instance, equal
opportunities between men and women (COPEC)
and health and safety matters (CPPPT), with the
aim of addressing/engaging with issues that are
important as far as the treatment of staff is con-
cerned. The breakdown of staff by job category
and gender is closely monitored. Please see pages
89 and 90 of this report for further details.

Human rights

Within the Bank, a Dignity at Work policy is in
place aimed at helping to prevent incidents



EIB Group

94  Corporate Responsibility Developments in 2008

of bullying and harassment in the EIB work
environment.

In terms of the projects that the EIB finances, the
Bank seeks to ensure that social safeguards are in
place to prevent human rights abuses. Projects to
be financed within the EU will, in any case, com-
ply with EU law, policy, principles, standards and
practices. All projects outside the EU are assessed
against the social safeguards of the Bank, which are
defined in a number of guidelines covering the fol-
lowing topics: population movement, including in-
voluntary resettlement, the core labour standards
of the International Labour Organisation (ILO), the
treatment of potentially disadvantaged minorities,
including indigenous peoples and gender issues,
occupational and community health and safety,
and consultation and public participation. Please

see pages 36, 52 and 59 of this report for further
details.

Society

The Office of the Chief Compliance Officer (OCCO)
identifies and addresses ex ante risks associated
with non-compliance with laws, rules, regulations
and policies applicable to the EIB. OCCO is respon-
sible for integrity checks and Anti-Money Launder-
ing and Combating the Financing of Terrorism con-
trols in respect of the Bank’s counterparties and
operations. Please see pages 25-27 of this report or
our website for further details of the Bank’s work-
ing environment.

Environmental Performance Indicators

FS1

The Bank is following the recommendations issued
by the Global Reporting Initiative in the Corporate
Responsibility Developments in 2008 Report. The
Environmental Performance Indicators as defined
by GRI (indicators EN1-EN30) are reported on in the
section on the Direct Footprint of the Bank, begin-
ning on page 80. However, in 2005 GRI produced
a separate set of environmental performance indi-
cators for the financial sector and revised in 2008
(FS1-FS13), which the Bank is following insofar as
possible.

The Bank’s environmental policy is communicat-
ed to the public and has been formally adopted
by the Board of Directors. The full EIB Statement of
Environmental and Social Principles and Standards

was revised in 2008 and is available on the Bank’s
website. The Statement describes the environmen-
tal and social principles and standards and covers
all operations of the Bank, regardless of the loca-
tion or size of the project.

FS2

Processes for assessing and screening environmen-
tal risks are described in the Environmental and
Social Practices Handbook. All loans, regardless of
size, are screened for environmental purposes by
the Bank’s staff, using EU criteria as the guidelines.
For credit lines the Bank restricts its environmental
due diligence to the financial intermediary’s ability
to carry out an environmental assessment on the
projects it intends to finance under the global loan.



The general approach of the EIB to the protection
and improvement of the environment is described
in the Statement. Itis based on the EU’s approach to
environmental sustainability, the principles, practic-
es and standards of which are as strong as any that
exist, and which is reaffirmed in the “Declaration on
the EPE" The general approach of the Bank to envi-
ronmental issues is based on a number of overarch-
ing principles, such as the “precautionary principle”
and the principles that preventative action rather
than curative treatment should be taken, that en-
vironmental damage should be rectified at source
and that the polluter should pay, in accordance with
the Treaty establishing the European Community.
All projects financed by the Bank are the subject of
an Environmental Assessment (EA), which is normal-
ly carried out by its own staff but if not by others ac-
cording to the requirements of the Bank.

FS3

The monitoring of a client’s implementation of and
compliance with environmental aspects raised in
the assessment process is dealt with in different
ways. If a project is considered at the time of ap-
praisal to have environmental components that
need to be monitored, monitoring requirements
are included in the loan agreement as a condition
of the loan. Furthermore, the Bank has recently re-
cruited a number of monitoring officers, who will
manage the monitoring activities of projects.

FS4

The Bank offers systematic training for those of its
staff who deal with environmental assessment.
Regular training is provided in the fields of envi-
ronmental impact assessment, climate change,
biodiversity, social assessment, and European en-
vironmental laws and regulations. The main target
audience is staff responsible for project apprais-
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al; however, most training sessions are open to all
staff members. Some more general sessions are
run several times a year. The more general training
sessions are usually carried out by the Bank’s own
specialists and for more specialised topics the Bank
invites external speakers and trainers. The training
sessions attended will appear on the staff mem-
bers’ training summary, which is part of the annual
appraisal. See page 20 for more details on training.

FS5 and FS10

The Bank interacts with its business customers re-
garding environmental risks and opportunities in
almost every project, as part of a standard proce-
dure. Prior to most appraisal missions a detailed
questionnaire on environmental and social issues
relating not only to the project but also to the gen-
eral activities of the promoter is sent out. All rele-
vant issues are discussed with the Bank’s custom-
ers prior to project approval.

FS6, FS7 and FS8

See pages 55 to 69 of the report.

FS9

The Bank’s Evaluation Unit (EV) carries out on a
regular basis evaluation of the projects the Bank fi-
nances. As part of the evaluation process, a report
is produced which summarises the findings of the
evaluation and makes recommendations for direct
implementation. EV focuses on how the Bank con-
ducts its operations within the framework of rele-
vant EU policies, for instance the application of the
EIA Directive and other EU sectoral Directives, EU
climate change policies and progress towards the
Millennium Development Goals.

EIB Group
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In 2008 a corporate responsibility audit was per-
formed which included an audit of the implemen-
tation of environmental and social guidelines in
four projects financed by the Bank. This audit will
be updated on a yearly basis and will comprise an
audit of at least four projects every year. See page
11 for more information.

FS11

The Bank pays particular attention to those projects
falling within Annexes | and Il of the EIA Directive
and screened by the competent authority. In oth-

er words projects that require an EIA are normally
those where the Bank is involved proactively with
its customers and stakeholders.

FS12

n.a.
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Assurance statement by Ernst & Young

EIB Group

European Investment Bank

Year Ending 31 December 2008

Independent assurance statement on a
selection of sustainable information and
indicators

At the request of the European Investment Bank
(hereafter EIB), we have carried out the work de-
scribed below in order to provide limited assur-
ance on the fact that the information selected in
the “Corporate Responsibility Developments in
2008" report and designated with the sign M is re-
liable and reflects the efforts made in 2008 by the
EIB regarding corporate responsibility (hereafter
CR), and that the selected indicators designated
with the sign M have been established in accord-
ance with the EIB CR reporting criteria.

We conducted our work in accordance with the In-
ternational Standard for Assurance Engagements
3000 (“ISAE 3000") issued by the International Fed-
eration of Accountants (IFAC) for carrying out as-
surance on non financial information. All the infor-
mation and indicators presented in the “Corporate
Responsibility Developments in 2008" report were
prepared under the responsibility of the EIB’s man-
agement. It is the EIB's responsibility to update the
reporting criteria, and assure its availability and
communication.

Itis our responsibility to express, on the basis of our
work, a conclusion on this information and these
indicators, on the basis of our review. A higher level
of assurance would have required more extended
work. Our work does not cover other information
than the one mentioned above.

Nature of our work

1. On the CR information selected:

With regards to the CR information designated by
the sign M, we carried out the following work:

« A review of the content of the “Corporate Re-
sponsibility Developments in 2008” report in or-
der to identify the main disclosures regarding the
progress made by the EIB in implementing its CR
approach and in terms of CR performance, par-
ticularly with respect to the following topics: en-
vironmental and social lending, development and
cooperation assistance, relations with investors
and other stakeholders (NGOs, civil society...),
microfinance, ethics, anti-money laudering and
fraud policies, transparency of the information,
renewable energy, tackling climate change.

« Interviews and discussions with the persons :
- responsible for developing the CR approach;

-involved in implementing the CR approach
in general services and in particular those re-
sponsible for professional ethics, communica-
tion, human resources and procurement;

- involved in implementing the approach in the
Bank activities such as lending, especially the
Project Directorate (PJ), the Operational Direc-
torate in Member states and Accession states
(OPS A) and in Other partners states (OPS B).

« Collection of the supporting documents, such as
minutes of the Board of Directors or other meet-
ings, loan contracts, internal and external presen-
tations and reports, studies or results of survey to
support previously identified disclosures.

2. 0n the indicators selected:

With regards to the indicators designated by the
sign M, we carried out the following work:

« Assessment of the reporting criteria established
by the EIB in terms of their relevance, complete-
ness, neutrality, clarity and reliability;

« Interviews of the people responsible for collect-
ing the data and for compiling the indicators. We
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verified the understanding and application of the
reporting criteria and verified, on a test basis, the
calculations and reconciliations of the data with
supporting documents,

Information about the reporting criteria

The reporting criteria call for the following com-
ments from us:

Relevance :

+The deployment, implementation and enhance-
ment of dedicated procedures specific to lending
activities — such as the Projects Directorate’s En-
vironmental Assessment procedure, the Project
Value Added procedure or the Environmental
and Social Practices Handbook - reflect the pro-
gressive inclusion of the social and environmen-
tal dimensions in the various activities of the EIB.
Efforts were made this year to enhance the cover-
age of social issues (such as social inclusion, Fun-
damental Rights of the European Union, conflicts,
and vulnerable groups other than indigenous
people) within the activities.

«The social and environmental information pre-
sented in the EIB's “Corporate Responsibility De-
velopments in 2008" report is based on a number
of internal policies, such as the Code of Conduct,
the Anti-Money Laundering and Anti-Fraud Poli-
cy, the policy for Dealing with Complaints, the en-
vironmental assessment of projects, the eligibility
criteria, the value added guides or the Environ-
mental and Social Practices Handbook. We could
observe the improvement of the EIB Statement of
Environmental and Social Principles and Stand-
ards (2009) and the first steps of the review of the
project Value Added procedure. The application of
the updated politics should be effective in 2009.

+ With regard to the environment, key issues relat-
ing to the Bank’s lending activities are reported:

the number and amount of environmental loans
signed, the classification of projects according
to value added, in particular Pillar Il (the environ-
mental component). The main components of the
Bank’s direct footprint are also summarised (paper
and energy consumption, CO2 emissions). Other
indirect indicators relating to projects financed by
the Bank could also be consolidated (e.g. avoided
CO2 emissions through environmental financing
of projects).

+ With regard to social aspects, the Corporate Re-
sponsibility Developments in 2008 Report cov-
ers the main issues (hnumber of employees, parity,
etc.) although some aspects such as training or di-
versity would deserve a quantitative follow-up.

Completeness

«The reporting procedures and indicators are in-
tended to cover all the EIB's lending activities.
Dedicated procedures must be deployed and
definitions clarified so as to cover all the reported
indicators.

+The perimeters of indicators and exclusion rules
(geographical areas, activities, types of loan, inclu-
sion of the EIF) must be formalised and clarified.

+The reporting methods and scope should be
standardised from one indicator to another. The
reporting procedures must be updated in the
event of a material change.

Neutrality, clarity and accuracy

«The reporting is based on operational documents
(policies, user guides, code of conduct and crite-
ria). The methodologies for establishing the indi-
cators must be provided for each indicator with
explicit definitions, nature of loans taken into ac-
count (loans signed or approved, individual or
global loans), calculation methods and geograph-
ical scope (EU-27, Accession Countries or other
partner countries).



« Reporting responsibilities should be clarified and
formalized, such as reporting tools and source
data clearly identified.

- Efforts are made to provide procedures and
guidelines in several languages in order to facili-
tate their comprehension.

Reliability

+The checks and controls put in place with regard
to the contributors responsible for collecting the
data and establishing all the indicators must be
tightened up and formalised. A validation stage
for all the data collected should be systematised.

+The databases into which the business activities
are fed, which serve as a source for establishing
the lending indicators, are subject to regular in-
ternal and external checks by management con-
trol and the financial auditors with regard to the
amounts committed. These checks are intended
to confirm their integrity and reliability from the
financial point of view. Specific additional checks,
by the contributors in charge of collecting the
data, should be considered in order to ensure
that non-financial data are reliable (eligibility, val-
ue added). Nevertheless, no significant error was
observed in the system regarding non-financial
data.

Conclusion

Based on our work, we have not identified any ma-
terial misstatement that cause us not to believe
that, in all material aspects:

« the selected information designated by the sign
have been fairly stated;

- the selected indicators designated by the sign
were established in accordance with the report-
ing criteria applicable in 2008 at the EIB.
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GRI CONTENT INDEX:

selection of GRI indicators used by the EIB

GRIRef GRIIndicator Source Page(s) (1)
Number
1. Strategy and Analysis
1.1 Statement from the most senior decision-maker of the organisation (e.g., CR Developments 2008 4
CEO, Chair, or equivalent senior position) about the relevance of sustainabil-
ity to the organisation and its strategy
1.2 Description of key impacts, risks, and opportunities CR Developments 2008 10-11, 36-39
COP 2009-2011 http://www.eib.org/attachments/strategies/
cop_2009_en.pdf
Profile
2. Organisational profile
2.1 Name of the organisation CR Developments 2008 Cover page, back page
22 Primary brands, products, and/or services Website http://www.eib.org/products/index.htm
23 Operational structure of the organisation, including main divisions, operat- | CR Report 2005 17-19
ing companies, subsidiaries, and joint ventures Website http://www.eib.org/about/group/index.htm
http://www.eib.org/about/structure/index.htm
24 Location of organisation’s headquarters CR Developments 2008 Back page
25 Number of countries where the organisation operates, and names of coun- | Website http://www.eib.org/projects/regions/index.htm
tries with either major operations or that are specifically relevant to the Annual Report 2008 - 5
sustainability issues covered in the report. Volume lIl, Statistical
Report
26 Nature of ownership and legal form. Website http://www.eib.org/about/index.htm
http://www.eib.org/about/group/index.htm
27 Markets served (including geographic breakdown, sectors served, and Annual Report 2008 - 39-49
types of customers/beneficiaries) Volume lIl, Statistical
Report
Website http://www.eib.org/projects/index.ntm
2.8 Scale of the reporting organisation Annual Report 2008 - Vol- | 5
ume lll Statistical Report
Website http://www.eib.org/about/key_figures/index.htm
29 Significant changes during the reporting period CR Developments 2008 9,81
2.10 Awards received in the reporting period CR Developments 2008 24
3. Report Parameters
Report Profile
3.1 Reporting period for information provided CR Developments 2008 Cover page
3.2 Date of most recent previous report CR Developments 2008 9
33 Reporting cycle (annual, biennial, etc.) CR Development s 2008 9
34 Contact point for questions regarding the report or its contents CR Developments 2008 Back page
Report Scope and Boundary
35 Process for defining report content CR Developments 2008 9
3.6 Boundary of the report (e.g., countries, divisions, subsidiaries, leased facili- | CR Developments 2008 9
ties, joint ventures, suppliers)
3.7 State any specific limitations on the scope or boundary of the report CR Developments 2008 9
3.8 Basis for reporting on joint ventures, subsidiaries, leased facilities, out- Website http://www.eib.org/about/group/index.htm
sourced operations and other entities
3.9 Data measurement techniques and the bases of calculations, including as- | CR Developments 2008 3,55-62,81-83
sumptions and techniques underlying estimations applied to the compila-
tion of the Indicators and other information in the report
3.10 Explanation of the effect of any re-statements of information provided in CR Developments 2008 9
earlier reports
3.1 Significant changes from previous reporting periods in the scope, bound- CR Developments 2008 9,81-83
ary, or measurement methods applied in the report
GRI Content Index
3.12 Table identifying the location of the Standard Disclosures in the report CR Developments 2008 91-96, 100-104
Assurance
3.13 Policy and current practice with regard to seeking external assurance for CR Developments 2008 9,97-99
the report
4. Governance, Commitments, and Engagements
Governance
4.1 Governance structure of the organisation, including committees under the | Website http://www.eib.org/about/structure/governance/index.
highest governance body responsible for specific task, such as setting strat- htm
egy or organisational oversight
4.2 Indicate whether the Chair of the highest governance body is also an exec- | Website http://www.eib.org/about/structure/governance/board_
utive officer (and if so, their function within the organisation’s management | EIB Statute of_directors/index.htm
and the reasons for this arrangement) http://www.eib.org/attachments/general/statute/
eib_statute_2007_en.pdf
43 Number of members of highest governance body that are independent Website http://www.eib.org/about/structure/governance/board_

and/or non-executive

of_directors/index.htm
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44

4.5

4.6

4.7

4.8

49

4.10

4.1

4.12

413

414
415
416

417
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GRI Indicator

Mechanisms for shareholders and employees to provide recommendations
or direction to the highest governance body

Linkage between compensation for members of the highest governance
body, senior manager, and executives (inclucing departure arrangements),
and the organisation’s performance (including social and environmental
performance)

Processes in place for the highest governance body to ensure conflicts of
interest are avoided

Process for determining the qualifications and expertise of the members
of the highest governance body for guiding the organisation’s strategy on
economic, environmental, and social topics

Internally developed statements of mission or values, codes of conduct, and
principles relevant to economic, environmental, and social performance
and the status of their implementation

Procedures of the highest governance body for overseeing the organisa-
tion’s identification and management of economic, environmental, and so-
cial performance, including relevant risks and opportunities, and adherence
or compliance with internationally agreed standards, codes of conduct, and
principles

Processes for evaluating the highest governance body’s own perform-
ance, particularly with respect to economic, environmental, and social
performance

Commitment to External Initiatives

Explanation of whether and how the precautionary approach or principle is
addressed by the organisation

Externally developed economic, environmental, and social charter, princi-
ples, or other initiatives to which the organisation subscribes or endorses

organisations
Stakeholder Engagement

ment by type and by stakeholder group

Economic Performance Indicators

Source

CR Developments 2008
EIB’s Statute

Website

CR Report 2005
Board of Directors Code
of Conduct

Website

EIB Statute

CR Report 2005

CR Report 2006

CR Developments 2007
CR Developments 2008
Website

Website

CR Report 2005

CR Developments 2008

Website

The EIB Statement of
Environmental and Social
Principles and Standards
2009

CR Report 2006

CR Developments 2007
Website
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Page(s) (1)

85

http://www.eib.org/attachments/general/statute/
eib_statute_2007_en.pdf
http://www.eib.org/about/structure/governance/board_
of_directors/index.htm
http://www.eib.org/about/structure/governance/manage-
ment_committee/index.htm
http://www.eib.org/about/structure/governance/nomina-
tions-and-remunerations.htm
http://www.eib.org/about/news/remuneration-and-terms-
of-employment-of-eib-staff.htm

20

http://www.eib.org/attachments/thematic/
conductCA_en.pdf
http://www.eib.org/about/news/meetings-of-the-board-
of-directors-in-2009.htm
http://www.eib.org/about/structure/governance/board_
of_governors/index.htm
http://www.eib.org/about/structure/governance/board_
of_directors/index.htm
http://www.eib.org/attachments/general/statute/
eib_statute_2007_en.pdf

12,13,21-25

14

20,21

25-27

http://www.eib.org/about/mission/index.htm
http://www.eib.org/projects/topics/environment/organi-
sation/index.htm

24,30-32

7,36-39

http://www.eib.org/about/structure/governance/manage-
ment_committee/index.htm

http://www.eib.org/attachments/strategies/
eib_statement_esps_en.pdf

43

21,22

http://www.eib.org/infocentre/epe/index.htm
http://www.eib.org/attachments/strategies/sourcebook-
on-eu-environmental-law.pdf
http://www.eib.org/attachments/strategies/
eib_statement_esps_en.pdf

Memberships in associations and/or national/international advocacy CR Developments 2008 9,13,36,70
List of stakeholder groups engaged by the organisation Website http://www.eib.org/about/partners/cso/index.htm
Basis for identification and selection of stakeholders with whom to engage | CR Report 2006 37
Approaches to stakeholder engagement, including frequency or engage- CR Developments 2008 8-13
http://www.eib.org/about/partners/cso/events/index.htm
Key topics and concerns that have been raised through stakeholder en- CR Developments 2008 12-16
gagement, and how the organisation has responded to those key topics Website http://www.eib.org/about/news/public-consultation-on-
and concerns, including through its reporting eibs-eib-statement-of-environmental-and-social-princi-
ples-and-standards.htm?lang=-en
CR Developments 2008 93-94,

Disclosure on management approach

COP 2009-2011

http://www.eib.org/attachments/strategies/
cop 2009 _en.pdf

EC1

Economic Performance

Direct economic value generated and distributed, including revenues, op-
erating cost, employee compensation, donations and other community
investments, retained earnings, and payments to capital providers and
governments.

Annual Report 2008 - Vol-
ume ll, Financial Report

2,28-30
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GRIRef GRIIndicator Source Page(s) (
Number
EC2 Financial implications and other risks and opportunities for the organisa- | CR Developments 2008 24-26
tion’s activities due to climate change
EC3 Coverage of the organisation’s defined benefit plan obligations Annual Report 2008 - Vol- | 35,41
ume Il, Financial Report
Indirect Economic Impacts
EC8 Development and impact of infrastructure investments and services pro- Annual Report 2008 - Vol- | 18-19, 33-36
vided primarily for public benefit through commercial, in-kind, or pro bono | ume Ill, Statistical Report
engagement
EC9 Understanding and describing significant indirect economic impacts, in- Annual Report 2008 - Vol- | 2, 6-8
cluding the extent of impacts ume |, Activity Report
Environmental Performance Indicators
Disclosure on management approach CR Developments 2007 63
CR Developments 2008 37-39,93-94
Materials
EN1 Materials used by weight or volume CR Developments 2008 82-83
EN2 Percentage of materials used that are recycled input materials CR Developments 2008 82-83
Energy
EN3 Direct energy consumption by primary energy source CR Developments 2008 82-83
EN6 Initiatives to provide energy-efficient or renewable energy based products | CR Developments 2008 82-83
and services
EN7 Initiatives to reduce indirect energy consumption and reductions achieved | CR Developments 2008 81-83
Water
EN8 Total water withdrawal by source CR Developments 2008 82-83
EN9 Water sources significantly affected by withdrawal of water CR Report 2006 98
EN10 Percentage and total volume of water recycled and reused CR Report 2006 98
Biodiversity
EN11 Location and size of land owned, leased, managed in, or adjacent to, pro- CR Report 2006 98
tected areas and areas of high biodiversity value outside protected areas CR Developments 2007 40,41
EN12 Description of significant impacts of activities, products, and services on CR Report 2006 98
biodiversity in protected areas and area of high biodiversity value outside CR Developments 2007 39,40
protected areas.
Emissions, Effluents, and Waste
EN16 Total direct and indirect greenhouse gas emissions by weight CR Developments 2008 82-83
EN17 Other relevant indirect greenhouse gas emissions by weight CR Developments 2008 82-83
EN18 Initiatives to reduce greenhouse gas emissions and reductions achieved CR Developments 2008 81-83
EN19 Emissions of ozone-depleting substances by weight CR Developments 2008 82-83
EN21 Total water discharge by quality and destination CR Report 2006 98
CR Developments 2008 83
EN22 Total weight of waste by type and disposal method CR Developments 2008 82-83
EN25 Identity, size, protected status, and biodiversity value of water bodies and CR Report 2006 98
related habitats significantly affected by the reporting organisation’s dis-
charges of water and runoff
Products and Services
EN26 Initiatives to mitigate environmental impacts of products and services, and | CR Developments 2008 81-83
extent of impact mitigation
Compliance
EN28 Monetary value of significant fines and total number of non-monetary CR Developments 2008 25
sanctions for non-compliance with environmental laws and regulations
Transport
EN29 Significant environmental impacts of transporting products and other CR Developments 2008 82-83
goods and materials used for the organisation’s operations, and transport-
ing members of the workforce
Overall
EN30 Total environmental protection expenditures and investments by type CR Developments 2008 81-83
Environmental performance - Indicators specific to the banking sector
Disclosure on management approach CR Developments 2008 37-39,93-94

The EIB Statement of
Environmental and Social
Principles and Standards
2009

http://www.eib.org/attachments/strategies/
eib_statement_esps_en.pdf

FS1 Policies with specific environmental and social components applied to core
business lines
FS2 Procedures for assessing and screening environmental and social risks in

core business lines

CR Developments 2008
The EIB Statement of
Environmental and Social
Principles and Standards
2009

Environmental and Social
Practices Handbook

36-39
http://www.eib.org/attachments/strategies/
eib_statement_esps_en.pdf

http://www.eib.org/attachments/access_to_information.
pdf
http://www.eib.org/attachments/environmental_and_so-
cial_practices_handbook.pdf
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GRIRef GRIIndicator Source Page(s) (1)
Number
FS3 Processes for monitoring client’s implementation of and compliance Environmental and Social | http://www.eib.org/attachments/environmental_and_so-
with environmental and social requirements included in agreements or Practices Handbook cial_practices_handbook.pdf
transactions
FS4 Processes for improving staff competency to implement the environmental | CR Developments 2008 20
and social risks and opportunities Environmental and Social | http://www.eib.org/about/publications/environmental-
Practices Handbook and-social-practices-handbook.htm
FS6 Percentage of the portfolio for business lines by specific region, size (e.g. CR Developments 2008 6, 55-59
micro/SME/large) and by sector Annual Report 2008 - Vol- | 39-49
ume lll, Statistical Report
FS8 Monetary value of products and services designed to deliver a specific envi- | CR Developments 2008 55-59
ronmental benefit for each business line broken down by purpose Annual Report 2008 - Vol- | 39-49
ume ll, Statistical Report
FS9 Coverage and frequency of audits to assess implementation of environmen- | CR Developments 2008 11,70-73
tal and social policies and risk assessment procedures
F11 Percentage of assets subject to positive and negative environmental and CR Developments 2008 29-30
social screening
Labour Practices and Decent Work
Disclosure on management approach CR Developments 2007 66
CR Developments 2008 85,59394
Employment
LA1 Total workforce by employment type, employment contract, and region CR Developments 2008 89-90
LA2 Total number and rate of employee turnover by age group, gender, and CR Developments 2007 55-56
region
LA3 Benefits provided to full-time employees that are not provided to tempo- EIB Staff Regulations http://www.eib.org/attachments/general/
rary or part-time employees, by major operations eib_staff_regulations_en.pdf
Labour/Management Relations
LA4 Percentage of employee covered by collective bargaining agreements EIB Staff Regulations http://www.eib.org/attachments/general/
eib_staff_regulations_en.pdf
LA5 Minimum notice period(s) regarding operational changes, including wheth- | EIB Staff Regulations http://www.eib.org/attachments/general/
er it is specified in collective agreements eib_staff_regulations_en.pdf
Occupational Health and Safety
LA6 Percentage of total workforce represented in formal joint management- CR Report 2006 105
worker health and safety committees that help monitor and advise on oc-
cupational health and safety programmes.
LA7 Rates of injury, occupational diseases, lost days, and absenteeism, and CR Developments 2008 56
number of work-related fatalities by region
LA8 Education, training, counselling, prevention, and risk-control programmes | CR Developments 2008 20,87
in place to assist workforce members, their families, or community mem-
bers regarding serious diseases
LA9 Health and safety topics covered in formal agreements with trade unions CR Report 2005 90, 91
CR Report 2006 104,105
Training and Education
LA10 Average hours of training per year per employee by employee category CR Developments 2008 87
LAT1 Programmes for skills management and lifelong learning that support the | CR Report 2005 94
continued employability of employees and assist them in managing career | CR Report 2006 111
endings
LA12 Percentage of employees receiving regular performance and career devel- | EIB Staff Regulations http://www.eib.org/attachments/general/
opment reviews eib_staff_regulations_en.pdf
Diversity and Opportunity
LA13 Composition of governance bodies and breakdown of employees per cat- | Website http://www.eib.org/about/structure/governance/index.
egory according to gender, age group, minority group membership, and CR Developments 2008 htm
other indicators of diversity 89-90
LA14 Ratio of basic salary of men to women by employee category EIB Staff Regulations http://www.eib.org/about/publications/salary-scale.

Human Rights

htm?lang=-en

Disclosure on management approach CR Developments 2008 93-94
CR Report 2006 103

Investment and Procurement Practices

HR2 Percentage of significant supplies and contractors that have undergone CR Report 2006 103
screening on human rights and actions taken

HR3 Total hours of employee training on policies and procedures concerning CR Developments 2008 20
aspects of human rights that are relevant to operations, including the per-
centage of employees trained

Society
Disclosure on management approach | CR Developments 2007 | 93-94

EIB Group
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GRIRef GRIIndicator Source Page(s) (1)
Number
Community
SO1 Nature, scope and effectiveness of any programmes and practices that The EIB Statement of http://www.eib.org/attachments/strategies/
assess and manage the impacts of operations on communities, including Environmental and Social | eib_statement_esps_en.pdf
entering, operating, and exiting Principles and Standards
2009 http://www.eib.org/attachments/environmental_and_
Environmental and Social | social_practices_handbook.pdf
Practices Handbook
Corruption
SO4 Actions taken in response in incidents of corruption CR Developments 2008 26
Product Responsibility
Disclosure on management approach CR Report 2005 24
PR9 Monetary value of significant fines for noncompliance with laws and regula- | CR Developments 2008 25

tions concerning the provision and use of products and services

Corporate Social Responsibility (CSR) Management — indicators specific to financial services s

ector

Disclosure on management approach

Management system

CSR Statement
CR Developments 2008

http://www.eib.org/attachments/strategies/
statemet_csr_en.pdf
93-94

CSR1 CSR Policy CSR Statement http://www.eib.org/attachments/strategies/
statement_csr_en.pdf
CSR2 CSR Organisation CR Report 2005 28,29
CR Report 2007 36,37
CSR3 CSR Audits CR Report 2006 11,36,111
CR Developments 2007 62
CR Developments 2008 11
Sensitive Issues
CSR4 Management of Sensitive Issues CR Developments 2008 10-13,21-24
Participation
CSR6 Stakeholder Dialogue CR Developments 2008 12-19
Internal Social Performance
Disclosure on management approach CSR Statement http://www.eib.org/attachments/strategies/
CR Developments 2008 statement_csr_en.pdf
93-94
Policy
INT 1 Internal CSR Policy CR Developments 2008 10-11,91-95
Compensation
INT 4 Senior Management Remuneration Website http://www.eib.org/about/news/remuneration-and-
terms-of-employment-of-eib-staff.htm
INT5 Bonuses Fostering Sustainable Success Website http://www.eib.org/about/news/remuneration-and-
terms-of-employment-of-eib-staff.htm
Equal Opportunity
INT 6 Female-Male Salary Ratio EIB Staff Regulations, http://www.eib.org/attachments/general/
salary scale salary_scale_en.pdf
Performance to society
Disclosure on management approach CR Developments 2008 22-24,52-53
Contributions
SOC1 Charitable Contributions CR Report 2006 36
CR Developments 2007 62
Economic Value Creation
SOC2 Economic Value Added CR Developments 2008 29-30

G B
| GRI REPORT |

GRI CHECKED
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ACCC
ACP
AFD
ALA
ATS
BSTDB
CCCFI
CCGT
ccs
DM
CEB
CFE
CHP
cp
Ccmp
co
co2
cop
COPEC

CoR
COREPER
CPPPT

CR

CRD

CSOs

DFls

DG REGIO

DG TREN

DPO
EBRD

EC

ECG
ECOFIN
ECTF
EDF

Aarhus Convention Compliance Committee
African, Caribbean and Pacific

Agence Francaise de Développement

Asia and Latin America

Air Traffic Control Systems

Black Sea Trade and Development Bank

China Climate Change Framework Loan
Combined Cycle Gas Turbine

Carbon Capture and Storage

Clean Development Mechanism

Council of Europe Development Bank

Carbon Fund for Europe

Combined Heat and Power

Competitiveness and Innovation Programme
Complaints Mechanism Policy

Complaints Office

Carbon dioxide

Corporate Operational Plan

Joint Committee on Equal Opportunities for Men
and Women

Committee of the Regions

Permanent Representatives Committee

Joint Committee on Protection and Prevention at
Work

Corporate Responsibility

Corporate Responsibility Developments

Civil Society Organisations

Development Finance Institutions

Regional Policy Directorate-General (European
Commission)

Energy and Transport Directorate-General (Euro-
pean Commission)

Data Protection Officer

European Bank for Reconstruction and
Development

European Commission

Evaluation Cooperation Group

Economic and Financial Affairs Council
European Clean Transport Facility

European Development Fund

European Economic and Social Committee
European Foundation for Quality Management
European Free Trade Association
Environmental Impact Assessment

European Investment Bank

European Investment Fund

Extractive Industry Transparency Initiative
European Ombudsman

European Parliament

European Principles for the Environment
European PPP Expertise Center

European Economic Recovery Plan

Emissions Reduction Purchase Agreements
Economic and Social Impact Assessment
Framework

Environtmental and Social Office

EU Emissions Trading Scheme

European Union

Euros

Operations Evaluation Unit

Fonds Capital Carbone Maroc

Facility for Euro-Mediterranean Investment and
Partnership

The Netherlands Development Finance Company
FTSE The Index Company

Gross Domestic Product

Global Energy Efficiency and Renewable Energy
Fund

Greenhouse gas

Corporate Responsibility Developments in 2008 105

i2i
IUCN

IWRM
JASMINE

JASPERS

JEREMIE

JESSICA

UNFCCC

VA
WFD

EIB Group

N g

- e

Global Reporting Initiative

Human Resources Department

International Accounting Standards

Information and Communication Technologies
Islamic Development Bank

Cotonou Investment Facility

International Fund for Agricultural Development
International Finance Corporation

International Financial Institutions
Intergovernmental Organisations

International Labour Organisation
Intergovernmental Panel on Climate Change
Instrument for Structural Policies for Pre-Accession
Information Technology

Innovation 2010 Initiative

International Union for the Conservation of Nature
and Natural Resources / The World Conservation
Union

Integrated Water Resource Management

Joint Action to Support Microfinance Institutions
in Europe

Joint Assistance to Support Projects in European
Regions

Joint European Resources for Micro to Medium
Enterprises

Joint European Support for Sustainable Investment
in City Areas

Joint Implementation

Kreditanstalt fiir Wiederaufbau

Loan Guarantee for TEN-Transport projects
Multilateral Carbon Credit Fund

Multilateral Development Banks

Members of the European Parliament
Memorandum of Understanding

Megawatt

Non-Governmental Organisations

Nordic Environment Finance Corporation
Nordic Investment Bank

Neighbourhood Investment Facility

Office of the Chief Compliance Officer

Overseas Countries and Territories

Organisation for Economic Co-operation and
Development

European Anti-Fraud Office

Projects Directorate

Public-private partnership

Photovoltaic

Risk Capital Facility

Research, Development and Innovation
Research and Development

Republic of South Africa

Risk Sharing Finance Facility

Social Assessment Guidelines

Sustainable Development Unit

Structured Finance Facility

Small and medium-sized enterprises

Socially Responsible Investment

Technical Assistance

Trans-European Transport Networks
Trans-European Networks

United Kingdom

United Nations

United Nations Development Programme
United Nations Environment Programme

United Nations Framework Convention on Climate
Change

Value added

Water Framework Directive
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Contacts:

Felismino Alcarpe

Corporate Responsibility Policies Division
Strategy and Corporate Centre Directorate
% (+352)4379-83015

@ (+352) 4379 - 63362

Peter Carter

Environment and Social Office (ESO)
Projects Directorate

& (+352)4379-82557

€ (+352) 4379 - 62599

Hakan Lucius

Head of Public Information & Relations with Civil Society Organisations
Division

Communication Department

% (+352)4379-87103

@€ (+352) 43 79 - 62000

I European Investment Bank

www.eib.org - < info@eib.org

98-100, boulevard Konrad Adenauer & (+352)43791
L-2950 Luxembourg Q@ (+352)437704
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Feedback Form

%#

We hope that you have found this year’s report and its accompanying supplementary information to be
of interest to you. We would be grateful if you would fill in the following form and return it to us with your

comments. Thank you.

FEEDBACK FORM — STRICTLY CONFIDENTIAL

Please return by fax to: (+352) 43 79-63362

Company name and address

Name

Title

Portfolio Manager l Analyst l Rating l
Non-Governmental Organisation l Other [

Email

EIB CR REPORTING AND PERFORMANCE

Civil Society Group Ol

1 Overall, how would you rate the EIB’s Corporate Responsibility Developments Report?

Extremely useful

Not at all useful

10 20 30 40 50
2 Please rate this report according to the following criteria:
Excellent Fair Poor
User-friendliness O O O
Completeness O O O

3 On the basis of this report how do you rate the EIB’s contribution to sustainable development?

Strong Poor
10 | 20 | 30 40 500
4 Has this report changed your opinion of the EIB with regard to CR?
Yes (I ‘ No O ‘
If yes:
Much better Much worse
10 | 20 | 30 40 50

5 What information would you like to see in future reports?

6 Questions: (you can also e-mail questions to alcarpe@eib.org)

7 If the EIB holds presentations relevant to stakeholders in the future, would you be interested in

attending?



K

e
3 AR v
SR A
ST PR
W I:-a-..' LE] N
‘; 1 '1.. v _,__

X
}
il
L3
3 M
u § i ¥
r'l. . .
. i
= g F
o
e :h‘
§F i o
it |
-
B
2
[y
-
el e
- o







Corporate Responsibility Developments in 2008

European Investment Bank Group - European Investment Bank Group « European Investment Bank Group + European Investment Bank Group

European
Investment
Bank Group

ISBN 978-92-861-0865-5

978

© EIB - 05/2009 - QH-80-09-578-EN-C - © EIB Graphic Workshop 72867108655



	Contents

	President’s foreword
	Key lending figures
	Highlights
	I – Governance and Accountability
	Responsible Reporting
	Strategy and Planning
	Working with Others
	Transparency and Public Information
	Raising Staff Awareness - Training and Conferences
	Handling Complaints
	Ethics
	Compliance with Laws and Regulations
	Fraud Investigations
	Whistleblowing Policy

	II – Responsible Financing
	Operating Practices
	SMEs Survey
	Knowledge Economy:
	European Investment Fund
	Environmental and Social Issues
	Environmental Lending
	Support for EU Development and CooperationPolicies in Partner Countries
	Ex Post Evaluation of Projects

	III – Capital Markets
	Socially Responsible Investors
	Climate Awareness Bond
	Development Impact

	IV – Direct Footprint
	Internal Footprint – New Measures Approved
	Emissions, Energy And Waste

	V – Working Responsibly
	Diversity Strategy
	Reform of the Staff Pension Scheme
	Health and Well-Beingand Improvement of Social Conditions
	Protection of Privacy and Personal Data
	Human Resources Data as at 31/12/2008

	Report Indicators
	Undertakings in 2007
	Disclosure on Management Approach
	Environmental Performance Indicators
	Assurance statement by Ernst & Young
	GRI CONTENT INDEX

	Glossary



