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Since its inception in March 2004,
the Spanish company SOLUTEX
has maintained its commitment to
health, safety and sustainability.

As a company specialising in ex-
traction, concentration and purifi-
cation using its  proprietary
FLUTOX technology, SOLUTEX
processes natural products re-
nowned for their quality, purity and
reliability for the aroma and fra-
grance, nutrition and pharmacy
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_ industries. SOLUTEX di-
- vides its activity into two
" business units: essential
oils and extracts, primarily
from citric plants, and bio-
lipids with unique func-
tional and nutraceutical
ingredients, such as EPA
and DHA (omega-3 fatty
| acid) concentrates.

~ SOLUTEX has built a pro-
duction facility in India.
The company has founded a joint
venture with its local partner, Mi-
nerva Flavours & Fragrances Pri-
vate Ltd, in which the Spanish firm
holds 74 % of the share capital.

The Indian plant will produce and
market essential oils and extracts
and afford SOLUTEX access to the
wide variety of prime materials in
that country, enabling it to expand
its product catalogue. SOLUTEX
will likewise have access to one of
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the world’s fastest growing mar-
kets. A total investment of 1.60
million euros will be needed to at-
tain these project objectives.

The project will have a positive im-
pact on the local economy thanks,
among others, to the creation of
around 20 jobs, along with the
effects of technology transfer. SO-
LUTEX’s business is basically scien-
tific in nature and the company ob-
tains its products with patented
green extraction technology and
supercritical CO2 chromatography.

This being an internationalisation
project sponsored by a Spanish
SME with a positive impact on the
local economy in an emerging
country, COFIDES granted a joint
venture loan for 500,000 euros to
Minerva Flavours & Fragrances Pri-
vate Ltd. The loan draws from CO-
FIDES (25 %) and FONPYME (75 %)
resources.
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DEG looks back at a successful
financial year 2010 in terms of
developmental effects as well as
from an economic point of view.
The new commitments of DEG
again reached the level they had
before the financial crisis: as last
in 2008, DEG committed around
1.23 billion euros to finance pri-
vate-sector investments in devel-
oping and emerging-market
countries (2009: 1.01 billion eu-
ros). The Corporate-Policy Pro-
ject Rating (GPR) confirmed an
average grade of 2.4 for the co-
financed projects aimed at pri-
vate-sector promotion in devel-
oping and emerging-market
countries. This again represents a
slight improvement in quality
compared to the previous year (in
2009: 2.5).

After the 2-year global financial
crisis, the cooperation with DEG
was vital for numerous partners
in 2010, mainly because many
commercial banks retreated from
developing,  emerging-market
and transition countries. The to-
tal commitment of DEG - the
portfolio at own risk — increased
by 13 per cent to 5.2 billion euros
as of 31 December 2010.

An issue which has top priority
for DEG is climate protection.
This is why DEG has committed
almost 230 million euros for cli-
mate-friendly investments last
year. The climate-protection
commitments were thus around
44 per cent above previous year's
level.

/

The major effects of the entre-
preneurial development coopera-
tion of DEG concern the creation
and securing of jobs, the im-
provement of the tax income of
the investment country and its
foreign-exchange account. To-
gether with the companies co-
financed in 2010, DEG promoted
about 115,000 jobs plus another
220,000 jobs with suppliers of
productive companies and end-
borrowers in finance sector pro-
jects. Moreover, the tax pay-
ments of the co-financed compa-
nies will contribute to govern-
ment revenues in the partner
countries of more than 490 mil-
lion euros a year and generate
about 2.7 billion euros of net for-
eign-exchange income.

An additional developmental em-
phasis is placed by the devel-
oPPP.de programme, which DEG
has been running on behalf of the
Federal Ministry for Economic
Cooperation and Development
(BMZ) since 1999. Last year, DEG
supported 76 new project with
20.4 million euros from public
funds. The private companies
contributed another 27.4 million
euros.

The operating result before risk
provisions amounted to 186 mil-
lion euros (in 2009: 130 million
euros). In the course of the finan-
cial year it became clear that an
improved business environment
in most developing and emerging
-market countries made it possi-
ble to significantly recoup the
provisions for risk, which had

L

been massively increased in
2009. Profit for the financial year
was 268 million euros after taxes
(in 2009: loss for the financial
year amounted to 51 million eu-
ros). From its profit for the finan-
cial year 2010, DEG will generate
appropriated reserves of 10 mil-
lion euros with the aim of financ-
ing accompanying measures to
improve the developmental im-
pact of DEG projects. As in previ-
ous years, the remaining net re-
tained profits will be contributed
to the revenue reserves with a
view to strengthening DEG's eq-
uity.

With this result, DEG was able to
achieve a return on equity before
taxes of 6.1% on average for the
past three years. "Due to its sig-
nificantly increased capital ade-
quacy based on profit retention,
DEG maintains an adequate risk
bearing capacity and a sound ba-
sis enabling a further develop-
ment of its promotional business
by own means," emphasised Bru-
no Wenn, Chairman of DEG's
Management Board.

Also for 2011, DEG expects a con-
tinuously high demand for its
long-term financing and due to
promising project proposals, it is
again planning new business to
the amount of 1.2 billion euros.
The focus will be on small and
medium-sized businesses, cli-
mate-friendly investments and
the cooperation with German
medium-sized companies.
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Brazil

China

India
Indonesia
Russia
Mexico
Turkey
Croatia
South Africa

Costa Rica

services
4,5%

agribusiness and
food industry
8,0%

finance sector
32,9%

manufacturing
industry
32,5%

Europe: EUR 259m (21%)

Asia EUR 351m (29%)

Africa: EUR 227m (19%)

Supraregional: EUR 30m (2%)
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+++ After the 2-year global
financial crisis, the cooperation with DEG was vital for
numerous companies. +++ Financial commitments
amounted to EUR 1,226m in 2010 (2009: EUR 1,015m).
+++ The investment of risk capital in the form of equity
and mezzanine finance amounted to EUR 344m. +++
Disbursements in 2010 were EUR 868m (2009: EUR
729m). +++ DEG invested in 94 projects in 32 countries.
+++ Regional distribution in 2010: Latin America: EUR
360m (29%), Asia: EUR 351m (29%), Europe: EUR
259m (21%), Africa: EUR 227m (19%), supraregional
projects: EUR 30m (2%). +++ Sectoral distribution in
2010: Finance sector: EUR 404m (33%), manufacturing
industry: EUR 398m (32.5%), infrastructure: EUR 272m
(22%), agribusiness and food industry: EUR 98m (8%),
services: EUR 55m (4.5%). +++

+++ Portfolio EUR 5.2 billion +++

Brazil

China

India
Indonesia
Russia
Mexico
Turkey
Croatia
South Africa

Costa Rica

Latin Americaand Caribbean: EUR 360m (29%)
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After many years of isolation and
three wars, Iraq is facing big chal-
lenges. The country’s rehabilita-
tion also requires capital of foreign
financiers. For the extension of the
mobile telecommunications net-
work, DEG provided Zain Iraq with
a long-term loan of 35 million US-
dollars. The financing was part of a
tranche of 400 million US-dollars,
which was arranged by the Inter-
national  Finance  Corporation
(IFC), a member of the World Bank
Group. Further lenders where Pro-
parco and FMO as well as the cred-
it fund “Infrastructure Crisis Facili-
ty" (ICF), which was set up by the
German Federal Government and
IFC and is assisted and co-financed
by KfW.

With this project, DEG makes a
contribution to the extension of
the telecommunications structure
and furthermore sets a signal for
further lenders. With Zain lIraq,
DEG finances a big, successful Ira-
gi mobile telecommunications
provider. The company is a subsid-
iary of the Kuwaiti Mobile Tele-
communications Company K.S.C.
(MTC), a long-time partner of
DEG, whose mobile telecommuni-
cations investments it has, for in-
stance, co-financed in Madagas-
car, Malawi and Uganda.

2 3 $

DEG' client Bauer Resources
GmbH has won the Global Water
Award 2011 in the category
"Industrial Water Project of the
Year" for its innovative reed bed
water treatment plant in Oman.
The ceremony took place in Ber-
lin on 18 April in presence of Kofi
Annan, who awarded the prize.

- 1

Zain Iraq invested into the exten-
sion and qualitative improvement
of its telecommunications network
in Irag. Since the granting of the
first mobile telecommunications
licences in 2003, the number of
users has increased from 300,000
to 20 million. The set-up of func-
tioning mobile telecommunica-
tions networks offers the oppor-
tunity of creating a communica-
tions infrastructure also in less de-
veloped regions at lower cost than
in fixed line networks, thereby
making it accessible to wide strata
of the population. Small-scale
business people like taxi drivers,
traders or farmers taking their pro-
duce to the market thus improve
their communication and by this
their business opportunities. The
extension, operation, repair and
maintenance of the nationwide
mobile telecommunications sta-
tions will generate a great number
of jobs. The trade with mobile tel-
ephones and mobile telecommuni-
cations cards will create additional
job opportunities all over the
country. Moreover, licence and tax
income of around 400 million US-
dollars can be expected. This is an
important source of income for
the Iragi government, which also
contributes to reducing the sole
dependency on the oil sector.

I"##  +DEG
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The plant of the German compa-
ny with long years of experience
in biological water treatment,
purifies contaminated process
water from the crude oil exploita-
tion. For the construction of this
plant, DEG provided a quasi-
equity loan of 37 million US-
dollars to Bauer Resources GmbH

DEG took a step into Iraq in late
2010 within the scope of devel-
oPPP.de, the Public-Private Part-
nership (PPP) Programme of the
Federal Ministry for Economic Co-
operation and Development. It
supported the German family-run
enterprise Knauf, a manufacturer
of plaster-based construction ma-
terials, with funds from the pro-
gramme to build a training centre
for dry construction in Bagdad.

In the training centre workers, ar-
chitects, developers and engineers
will be imparted theoretical and
practical know-how of dry con-
struction technology. Depending
on the target group, the curricu-
lum will, for instance, include
physical, chemical and structural
basics, fitting of ceilings and walls,
noise and fire protection and
health and safety at work.

Furthermore, Knauf will closely
cooperate with Bagdad University
with the aim of establishing the
subject “Building materials for in-
terior fittings / Dry construction” in
the lIraqi building industry. The
training centre is planned to be
continued in cooperation with the
university.

in 2009.

Crude oil exploitation, which rep-
resents one of the most im-
portant branches of the economy
in Oman, involves considerable
environmental risks. Contaminat-
ed process water can endanger
the quality of groundwater if it is
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not being purified. For this pur-
pose, the largely governmental oil
company Petroleum Development
Oman LLC engaged Bauer to con-
struct the treatment plant. Cover-
ing a total area of 235 hectare, it is
the largest commercial plant-
based treatment facility in the
world. It treats at present 47,000
cubic metres of process water a
day. The treatment plant was im-
plemented by the local subsidiary
of the Bauer Group, Bauer Nimr
LLC.

The plant is composed of an up-
stream oil separator, the plant-
based treatment facility, in which

B 4 5
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Finnfund is a shareholder in the

project company that is bringing
wind power to the island republic
of Cape Verde, off the west coast
of Africa. Shares in Cabedlica S.A.
are also held by Nigerian-based
Africa Finance Corporation and
by Infraco, a consortium for Afri-
can infrastructure development
established by the World Bank
and five European countries —

+DEG
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micro-organisms bond to contam-
inators, and a downstream saline.
Crude oil to the value of several
thousand US-dollars is regained
daily. In addition, the treatment
process produces biomass that
can be used as a source of energy.
At the end of the process chain the
water is cleaned, leaving the salt,
which can be processed to indus-
trial salt. But that's not all: the
treatment plant does not even
require any additional energy sup-

ply.
Water scarcity solutions for drink-

ing water but also when it comes
to industrial and agricultural use is

/

Austria, the Irish
Republic, the
Netherlands, Swe-
den, Switzerland
and the United
Kingdom.

Other  Cabedlica
shareholders are
Cape Verde's pow-
er and water com-
pany Electra and
its government.
Loans for the pro-
ject are being pro-
vided by the European Invest-
ment Bank (EUR 30 million) and
the African Development Bank
(EUR 25m).

Long-planned project

The total costs are 65 million eu-
ros. The Cabedlica Wind Farm
Project has been under planning
for more than ten years but, for a
variety of reasons, financing ar-

b / 7 89

a matter of particular concern to
DEG. For this purpose, DEG and
the environmental NGO WWF
have developed a methodology
which helps financial institutions
and other investors to identify and
to evaluate water-related risks of
their clients. The "water risk filter"
is intended to identify these water
-related risks and consider them in
investment decisions and to out-
line possible courses for action in
water management. Through
that, WWF and DEG want to con-
tribute to strengthening aware-
ness of ecological and economical
water risks and to improve water
management of the companies.

$/
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rangements have not been con-
cluded until now.

The project is due to be complete
in December 2011. There will be a
total of 30 wind turbines, with a
combined output of 25.5 MW.
The turbines are being built on
four islands, Santiago, Séo Vicen-
te, Sal and Boa Vista..

Turbine construction is a turnkey
project by a Portuguese subsidi-
ary of the Danish wind power
specialist, Vestas. Long-term up-
keep and maintenance will also
be provided by Vestas.

A winter start to construction

Turbine construction began in
winter 2011 in Santiago and Sao
Vicente. “On both islands, roads
have been built, large founda-
tions have been dug for the tur-
bine masts and the area along-
side has been levelled and rein-
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forced for heavy cranes,” says
Finnfund Senior Investment Man-

ager Helena Teppana, who has
been following project progress.
Casting of the foundations began
in mid-March and the first masts
and turbines are expected to be
installed in June.

“Power production is scheduled to
begin in the first two islands in Au-
gust 2011. When the earthmoving
and foundation work is completed
there, the team will move to the
two other islands,” Teppana ex-
plains.

A quarter of local electricity needs
Cabedlica will sell the electricity
produced to the national grid. It
will cost Cape Verde’s power com-

o
Norfund

In co-operation with DnB NOR
bank, Care Norway and the Nor-
wegian Ministry of Foreign Affairs,
Norfund will host the conference
New African Connections in Oslo
on June 21st -22nd. With a range
of high ranked leaders from
among other JP Morgan, Telenor,

than  electricity
produced at die-
sel-powered
plants, some of
+ which are Elec-
S tra'sown.

4 When all the tur-
bines are in oper-
ation, they will
generate about a
quarter of the
electricity used in
the islands. The
project has great significance for
this small, poor island republic,
which has to import expensive fos-
sil fuel from abroad.

The rest of Cape Verde's electricity
is diesel-generated. The project
will create wind-diesel hybrid net-
works on four islands.

Excellent location for wind power
Compared with other parts of the
world, the islands offer excellent
conditions for wind power farms.
“The wind is our oil,” the managing
director of Infraco, Richard Parry,
points out.

Adds Helena Teppana: “Now the
people of Cape Verde are finally
generating electricity by using

/ $/
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Safaricom, Johnson and Johnson,
as well as smaller Norfund-funded
players, the conference aims at
discussing the potentials of public-
private partnerships in the spheres
of finance, technology and
healthcare. In particular the possi-
bilities of mHealth and mobile

$/

their own natural fuel. Judging
from a few visits to the islands,
they seem to have plenty of it.”

The project will reduce carbon
emissions and improve the reliabil-
ity of the power supply. Moreover,
the price of electricity from wind
turbines will probably be less sub-
ject to fluctuations than from fossil
fuels.

Potential for more wind power

The government of Cape Verde
plans to build more wind farms in
the future. By 2020, it wants to
generate 50 percent of the power
used in the islands from renewable
energy sources.

The Cabedlica Wind Farm Project
has aroused widespread public
interest as the first large-scale
wind power project in Africa.

“Cabedlica has good possibilities
to enlarge its generating capacity
in future years, after the first pro-
ject has been completed and its
electricity sold according to plan,”
Teppana predicts.

The Cabedlica Wind Farm Pro-
ject received in March the Best
Renewable Project in Africa
Award.

4 :
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banking will be center stage. The
conference will be opened by HRH
Crown Prince Haakon Magnus,
and Kofi Annan, Ted Turner and
Gro Harlem Brundtland from the
Board of the UN Foundation will
kick start the program with a panel
discussion on day one.
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With Renewable Energy as the
largest investment area, Norfund
is happy to announce that the first
small scale solar company has
been added to the, so far, hydro
power  dominated  portfolio.
ToughStuff has developed small,
very tough solar panels for house-
hold use. The main usage areas are
lighting, mobile phone and radio
battery charging. Special lamps
and batteries are part of the pack-
age, in addition to chargers for
different phones. So far the com-
pany has focused it's activities in

$/ 4%

Madagascar and Kenya, but are
now entering new markets. Emer-
gency kits for crisis areas are also
sold to aid organizations.

For a presentation by the found-
ers:

http://www.youtube.com/watch?
v=7NWYE6XqOZM
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AGUA IMARA

To increase renewable energy investment activity in
Sub-Saharan Africa and Central America, SN Power

& Proparco’ 7

AfriCA was established in 2009. The company is now
well in place, with a number of hydropower projects in
planning. The two main projects being the building of
a hydropower plant in Panama and the acquisition of
an existing plant in Zambia where production capaci-
ty will be greatly increased. To take the next step in
strengthening the company, the new name Agua
Imara (combining Spanish and Swhili meaning Hydro
Power) and the brand was launched on May 25th. The
company is owned by Norfund, SN Power and the
two regional Norwegian hydropower companies BKK
and TrenderEnergi.

/7 7 7

GROUIPE AGENCE FRANGAISE DE DEVELOPPEMENT

In 2011, PROPARCO continued to
deliver on its strong commitment
to fight climate change and has
financed several “climate-friendly”
projects in the developing coun-
tries. In order to efficiently tackle
climate change challenges, PRO-
PARCO focuses its investments on
energy efficiency and renewable
energy, as illustrated by the fol-
lowing projects:

# #
$#h#& "

An EUR 40 min facility has been

made available to Brennand Ener-
gy Group, the second largest actor
in the Brazilian renewable energy
sector, to finance the development
of the company’s hydropower
plants. The construction of eight
new small and medium-sized hy-
dropower plants aims to increase
Brennand’s generation capacity in
the context of a long-term sus-
tained growth in electricity de-
mand in Brazil. With an installed
capacity of 149 MW, the new
plants will also help reduce carbon
dioxide emissions by 72.000 tons

of CO,.

In Turkey, PROPARCO has grant-
ed a EUR 40 min loan to EnerjiSA,
local power company, to finance
the construction of renewable en-
ergy infrastructure and a gas-fired
combined cycle power plant. The
funding is part of a facility totaling
EUR 700 mln, including resources
from international and local banks,
IFC and FMO. With a total installed
capacity of 1.095 MW, the future
wind farm and the two hydro pow-
er plants will contribute to diversi-
fy Turkey’s energy mix and tackle
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energy demand in a country large-
ly dependent on natural gas and
coal. More generally, PRO-
PARCO’s commitment will help
reduce the carbon intensity of Tur-
key’s economic growth.

* +
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PROPARCO, FMO and DEG have
subscribed to an EUR 35 min for-
eign currency convertible bond
issued by JK Paper, one of India’s
largest pulp, paper and board
manufactures, to finance the com-
pany’s expansion plan, which in-
cludes an environmental and social
action plan. The construction of a

& Proparco4
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In 2010, PROPARCO’s signed com-
mitments grew by 6%, reaching a
new record level. With 70 projects
signed, commitments increased
from €893 mIn in 2009 to €944 min
in 2010.

/ 7/ # #

PROPARCO invested 45% of 2010
of its commitments, or €420 minin
Sub-Saharan Africa, making 2010
an African year. PROPARCO has
become one of Sub-Saharan Afri-
ca's leading bilateral DFI. PRO-
PARCO's investments in the conti-
nent has increased by 60% since
2009. A large array projects have
been supported, in transport infra-
structure, telecommunication or
microfinance. PROPARCO has fi-
nanced the Dakar port extension in
Senegal as well as the densifica-

/7

55 MW in-house power plant and
the implementation of cutting-
edge equipment will improve ener-
gy, water and chemical efficiency
and enhance wood pulp yield. Fur-
thermore, production capacity will
double while maintaining the
same levels of energy and water
currently used in the production
process and introducing environ-
mentally friendly chemicals. More-
over, new environmentally safe
technologies will allow the compa-
ny to set an environmental bench-
mark for the paper industry in In-
dia.

Finally, PROPARCO supports ener-

I I
- 2.
gy efficiency plans in the paper
recycling industry in Indonesia.
The USD 10 min loan granted to
FAJAR PAPER, the leading pack-
aging paper manufacturer in Indo-
nesia, finances the construction of
an incinerator that will treat the
company’s waste and generate
10% of the steam required for its
manufacturing process. In a coun-
try that has one of the highest de-
forestation rates in the world,
PROPARCO is especially proud to
support the largest user of recy-
cled paper. FAJAR PAPER's new
equipment will reduce its energy
dependence and improve its ener-
gy efficiency.
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tion and extension of the mobile
telephone network in Chad. High-
lights of this year include the reo-
pening of PROPARCO's office in
Abidjan (Cote d'lvoire), to cover
West Africa.

Launched in 2009, FISEA, a fund
dedicated to supporting small en-
terprises in Africa, is one of the
main mechanisms of the French
Initiative for Growth and Employ-
ment in Africa. FISEA has invested
€48 minin 2010 in 14 projects.

Strong presence in Latin America
and the Caribbean

PROPARCO continues to further
its ambitions for this region. Only
one year after the expansion of its
scope of operation to the entire
continent, PROPARCO has com-
mited in 2010 27% of its invest-
ments in Latin America and the

Caribbean, representing €256 min.
PROPARCO aims to support
“green and equitable” growth this
region, reconciling environmental
sustainability and poverty allevia-
tion, with a focus on the energy
sector. For example, PROPARCO
has financed the extension of a
geothermal power plant in Nicara-
gua, the construction of a wind
farm in Mexico and the develop-
ment of an electricity utility in Ja-
maica.

Exceptional level of equity invest-
ments

2010 has also been characterized
by an exceptional level of equity
investments. With an all-time rec-
ord of €204 mln —a 123% rise com-
pared to 2009 — PROPARCO has
delivered on its mission to provide
long-term capital constant assis-
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tance to Southern entrepreneurs
in their own development. Sixteen
direct investments were closed
during the vyear, including two
sizeable investments (USD 30 min
and USD 35 min) in a leading Leba-
nese bank and in the African sub-
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sidiary of an international cement
manufacturer.

In 2010, PROPARCO invested €120
min in 19 funds, which in turn have
financed the development of 248
companies. This activity allows it
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to leverage the impact of its fi-
nancing by supporting a large
number of companies in diverse
sectors and by training the man-
agement teams in the highest gov-
ernance standards.
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1. Connect 1.7 million people to a telecoms network.

Improve the environmental and social performance of 20 projects.
Contribute €210m to States revenue every year.

Create or secure 115 0oo direct jobs and 170 ooo indirect jobs.

Reduce greenhouse gas emissions by 1.7 million tons of CO, every year.
Give 300 000 people access to microfinance.
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In December 2010, the Cancun
Conference decided to mobilize
USD 100 billion a year in 2020 to
fight climate change in emerging
and developing countries. This
figure will probably only be
reached through innovative fi-
nancing. In this perspective, car-
bon finance, despite its weakness-
es and uncertainties is already con-
sidered as one of the tools that
could be most effectively mobi-
lized, not only to bring global addi-
tional means but also to help coun-
tries and sectors that are in great
need of such additional financing.

Being a significant actor in climate
change financing, PROPARCO has

/

naturally decided to enlarge its
activities to carbon finance. With
this move, PROPARCO wishes
firstly to enlarge its range of fi-
nancing and offer its clients a
broader and more innovative ap-
proach to combating climate
change. Secondly, this undertak-
ing also aims to provide a solution
for project sponsors in order to
allow them to develop their pro-
jects more easily and to mobilise
carbon finance, which is rarely
done in Africa. Thirdly, our aim is
mitigate the market tendency to
avoid The Mediterranean and Afri-
can region to focus on “simpler”
regions, but also to focus on de-
centralised projects which are
harder to structure but more
adapted to Africa.. In so doing, we
hope to create an emulation effect
and thus play in full our role as a
financing catalyst.

To reach this ambition, PRO-
PARCO has decided to develop a
threefold approach: by investing in
CDC Climat Asset Management,
the carbon assets management

company created by CDC Climat
which has already a great deal of
experience in the field of carbon
finance. As a second step, we en-
trusted it with management of
two mandates worth a total of
€30 min: that is €15 min to be in-
vested in Sub-Saharan Africa, and
another 15 min for the Mediterra-
nean zone.

Sub-Saharan Africa and the Medi-
terranean have been indeed on the
sidelines of carbon finance, with
2.8% and 1.4% respectively of the
projects recorded on the regulated
world market. We are convinced
that these two zones contain a
large number of projects eligible
for the carbon finance mecha-
nisms. We are also convinced that
their access to carbon markets can
generate additional revenue and
make a contribution to their over-
all economic and social develop-
ment.

Even if the company does not rule
out investing in "voluntary" cred-
its, CDC Climat AM should above
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all be concentrating on acquiring
CERs. It will target a variety of sec-
tors such as renewable energies,
energy efficiency in the home and
in industry, waste management,
methane capture and reuse and
electricity production from bio-

Private Sector
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mass. Through the two mandates
from PROPARCO, CDC Climat AM
should be able to acquire at least
3.3 MteqCo,.
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ROPARCO'S MAGAZINE

This tenth issue of PROPARCO's
magazine focuses on the major
dilemma that are facing develop-
ment institutions. Should they be
supporting a cement sector, cru-
cial to development, but that pro-
duces such significant amounts of
CO, when their core mission is to
combat climate change? It is a
question that is troubling the de-
velopment world, yet it must be
asked —and debated.
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The year 2010 has definitely not
been an easy one for the lItalian
companies and 2011, unfortunate-
ly, has not begun auspiciously in
view of the disorders that are still
affecting the countries of the
southern Mediterranean coast,
where Italy has a leading position
both in terms of exports and in-
vestments.
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The cement sector alone is respon-
sible for 5% of carbon emissions
resulting from human activity, a
proportion that could well exceed
10% by 2050. For developing econ-
omies, any restrictions imposed on
cement financing would be tanta-
mount to having their wings
clipped in mid-flight. While the
cement industry will continue to
produce large quantities of CO, for
many years to come, it can never-
theless reduce its carbon footprint.
To do so, it must adopt the most
energy-efficient technologies and
offer innovative solutions, particu-
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Despite this, Italian businesses are
coping with this situation very well
and our companies can rely on the
support of SIMEST that with its
tools and services, recently reno-
vated, supports their competitive-
ness on a global scale.

During 2010 SIMEST has intro-
duced some important new finan-
cial instruments; in the first place

larly when it comes to insulating
energy-intensive buildings.

The increasingly rigorous criteria
imposed by development institu-
tions on cement projects can help
in this regard. Most importantly,
each project funded by these insti-
tutions must be carefully scruti-
nised to ensure that any negative
effects on climate are far out-
weighed by the project’s positive
economic impact.

Download the magazine from:

http://www.proparco.fr
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investment activity has been ex-
tended to market conditions, both
in Italy and the European Union.
The goal is to develop productive
investments and support technol-
ogy development programs in
companies that invest in innova-
tion and applied research.

Other new features include al-
ready existing tools that have
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been made more effective
and responsive to business
needs, such as programmes
to break into foreign markets
and feasibility studies.

Finally, it was launched a to-
tally new instrument, which is
collecting the consent of Ital-

Swedfund &

Swedfund is boosting its port-
folio in Eastern Europe by
providing financing to a Bela-
rusian manufacturer of wood
products.

Swedfund International AB is
providing a MEUR 6.5 long-
term subordinated loan to
IOO0 VMG Industry, a project
company established to build
and operate a furniture- and
particleboard-producing fac-
tory in Mogilev, eastern Bela-
rus. The purpose of the loan is

c&w significant

" ian businesses. It is a loan
to improve the financial
structure of the exporting
SMEs with the aim to en-
- hance their competitive-
Z ness in international mar-
kets.
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The serious crisis affect-
ing the Mediterranean
region countries - where
SIMEST is supporting a
number of
projects - will cause a cer-
tain contraction, at least in
the short term. For this rea-
son Italian companies will turn
their attention to other areas
where, however, they are al-
ready present. In particular we
refer to Brazil and other Latin
American countries, like Peru,
Venezuela and Chile which

L

to finance the construction of
the factory.

The owner of IO0O0 VMG In-
dustry is Vakaru Medienos
Grupe, a Lithuanian producer
of wood products and furni-
ture.

There is good potential for
growth in the Belarusian wood
industry due to plentiful natu-
ral resources, a strategic loca-
tion and an attractive cost
base.

/
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are certainly attractive invest-
ments destinations, like China
and India but also the United
States, in which Italian com-
panies have already seized
some interesting opportuni-
ties.
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In 2011 the activity of SIMEST
will be promoting the devel-
opment of enterprises operat-
ing in those sectors where the
best opportunities lie ahead
and namely that ensure to the
ltalian production system a
position of excellence in glob-
al markets. In particular, in
addition to the traditional sec-
tors such as food, clothing,
automotive and furniture, in-
teresting perspective can be
forecasted for the fields of
infrastructure and renewable
energy.

“Swedfund is delighted to
support 1000 VMG Industry
and its owner in this new ven-
ture,” says Bjorn Blomberg,
Managing Director at Swed-
fund. “Belarus is also of partic-
ular importance to Swedfund
and we are keen to continue
supporting private sector de-
velopment.”
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FMO, IFC and AfDB have in-

vested €66 million in the
Dibamba Power Development
Company to help it build an
86 megawatt powerplant that
will ensure a reliable electrici-
ty supply, and improve energy
security in Cameroon.

The Dibamba Power Develop-
ment Company is a subsidiary
of the AES Corporation and is
44 percent owned by the gov-
ernment of Cameroon.

IFC, FMO and AfDB are each
lending €22 million to the €92
million Dibamba project locat-
ed near Douala, Cameroon's
industrial center. The plant
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In April, FMO signed the Unit-
ed Nations Principles for Re-
sponsible Investment
(UNPRI). FMO is one of the
first development banks to
join. “We hope our support
will encourage more develop-
ment banks, and other inves-
tors, to sign the UNPRI,” said
CEO Nanno Kleiterp.

UNPRI provides a framework
for investors to incorporate
environmental, social and cor-
porate governance (ESQG) is-
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will be connected to the
Southern Interconnected Grid
via a two-kilometer transmis-
sion line, also financed as part
of the project. The project will
initially be oil-based, but an
interest rate reduction has
been structured into the de-
sign of the long-term debt to
encourage the plant’s conver-
sion to gas at a later stage.

The Dibamba plant has been
developed to avoid imminent
electricity shortages and avert
an emergency power situa-
tion. It will help Cameroon
meet its growing demand for
power, particularly during
peak periods, and provides a
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Principles

for Responsible

Investment

sues into mainstream invest-
ment decision-making and
ownership practices, enabling
them to better align their ob-
jectives with those of society
at large.

“As a development bank,
FMO places ESG issues at the
heart of its investment pro-
cess,” Nanno Kleiterp said.
“As true believers it is im-
portant for us to support UN-
PRI, an initiative that pro-
motes incorporation of ESG

M

much-needed thermal com-
ponent to a largely hydro
based system, which is unreli-
able in years of poor rainfall.

Dave Smit, FMO's Manager
Structured Finance Energy,
said, “The power supply from
the Dibamba project contrib-
utes to diversifying Came-
roon’s energy mix, improving
overall reliability of electricity
supply, and will boost the
country’s energy net supply
capacity by around 10 per-
cent. FMO is very pleased to
play a part in stimulating
Cameroon's development in
this way".

criteria by the financial sector
in the broadest sense. FMO
believes the UNPRI initiative
will help make sustainable
investing more mainstream.”

In May, FMO became a mem-
ber of the Global Impact In-
vesting Network (GIIN), a not-
for-profit organization dedi-
cated to increasing the effec-
tiveness of impact investing -
for-profit investment made to
solve social and environment
problems.

This month’s ‘Investor Spot-
light" column on the GIIN
website features an interview
with FMO’s CEQO Nanno Klei-
terp.

The GIIN supports collabora-




EDFI is the Association of Euro-
pean Development Finance
Institutions, a group of 15 bilat-
eral institutions which provide
long-term finance for private
sector enterprises in develop-
ing and reforming economies.
Since its foundation in Brussels
in 1992, EDFl's mission has
been to foster co-operation
among its members and to
strengthen links with institu-
tions of the European Union.

The consolidated portfolio of
EDFI stood at €18.5 billion at
the end of 2009, invested in
3,968 projects.

In geographical terms, 28% of
the global portfolio was in the
ACP region and South Africa,
30% in South-East Asia, South-
Asia and China, 17% in South
and Central America and 25%
in remaining regions eligible for
investments.

BIO—Belgium
CDC—United Kingdom
COFIDES—Spain
DEG—Germany
FMO—The Netherlands
FINNFUND—Finland
IFU—Denmark
Norfund—Norway
OeEB—Austria
PROPARCO—France
SBI-BMI—Belgium
Sifem—Switzerland
SIMEST—Italy
SOFID—Portugal
SWEDFUND—Sweden

Full contact details are available
on http://www.edfi.eu

Jan Rixen

EDFla.s.b.l.

rue de la loi 81A
B-1040 Brussels
BELGIUM

tel +3222302369
fax +32 223004 05
email edfi@edfi.eu
web  www.edfi.eu
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tion, develops industry
infrastructure, and under-
takes research and advo-
cacy to foster a coherent
impact investing industry.
The GIIN's programmatic
agenda is rooted in the
challenges investors face.
It serves as a forum for
identifying and addressing
the systemic barriers that

FMO
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In May, FMQO’s Supervisory
Board approved the busi-
ness plan for FMO to be-
come active in a fourth
focus sector: agribusiness,
food & water. At present,
FMO is active in the hous-
ing, energy and finance
sectors.

From a market perspec-
tive, there is a strong busi-
ness case for FMO to be
active in the agribusiness
sector. Based on food se-
curity in relation to global
trends, development im-
pact (and (in)direct pov-
erty reduction) and the
fact that both local and
international commercial
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hinder the impact invest-
ing industry's efficiency
and effectiveness.

At present the GlIN is a US
-dominated group of im-
pact investors, European
members being Triodos,
SNS, Stichting Doen, UBS
and FMO. There is a clear
ambition to become truly

& /

09.

global and an initiative to
promote the GIIN in Eu-
rope is on its way.

GIIN

GLOBAL IMPACT INVESTING NETWORK
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banks are not very active
in the sector, develop-
ment banks can play an
important role in promot-
ing investments in sustain-
able agriculture.

In the business plan prepa-
rations and through many
interviews with partners
and stakeholders, it be-
came clear that agribusi-
ness sector risks are rela-
tively high due to risks re-
lated to weather, climate,
diseases, access to water
and environmental and
social aspects. However,
these agricultural risks are
manageable and can, to a
large extent, be mitigated
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based on sector
knowledge, improved
partner selection, project
structuring and risk diver-
sification.

FMO has already built up an
agribusiness  portfolio of
€361 million (6.8% of the
total portfolio), largely fi-
nanced with partners. De-
spite elevated sector risks,
there is a financial business
case for FMO to become
more active in the sector,
since the average risk-
return of agribusiness in-
vestments is projected to be
in line with the overall risk-
return of FMO's portfolio.




