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AFD’s history is closely linked to the sea: since its creation, it has been working to the development of
French overseas departments and coastal and island countries.

In 2019, AFD adopted its first strategy dedicated to the oceans. In a context of growing awareness of
the cumulative pressures on marine environments, in connection with the international agendas on
biodiversity and climate and considering the strong French support of these topics, the objective is to
ensure that the activities of the group respect the balance between the good ecological status of the
oceans and its multiple uses.

Greater attention to marine ecosystems is also seen as an axis of AFD’s roadmap on biodiversity (€736
million in 2022, target 1 billion in 2025) and its ongoing alignment with the Global Biodiversity
Framework, which implies:

= The preservation of terrestrial and marine ecosystems, aiming at the protection of 30% of the
surface of the planet.

= The integration of biodiversity in all sectors of intervention: agroecology, integrated management
of rural and coastal territories, access to water and sanitation, but also urban development,
infrastructure, social sectors, finance, blue economy. SDG 14 and 15 thus underpin the achievement
of many others.

1. AFD’s Oceans Strategy

In 2019, for the first time, a specific “oceans” strategy was adopted. It includes the following 5 axes:
> Improve governance of marine and coastal wetlands and resources

AFD supports public policies, institutions and organizations promoting good governance and
sustainable management of marine and coastal activities through an ecosystem and co-management
approach.

» Promoting sustainable and inclusive competitive maritime sectors



AFD encourages the consideration of the highest social, environmental, health and safety standards in
traditional and emerging maritime sectors.

» Conserve marine and coastal ecosystems and control anthropogenic pressures

The protection of marine ecosystems requires the reduction of pollution at sea (plastic, chemical,
biological).

» Strengthen the resilience of ecosystems, populations and infrastructure by promoting
nature-based solutions

» Supporting island and overseas territories

AFD’s ocean-related activity has amounted to 7.3 billion commitments since 2008, including €740
million in 2021 (5.8% of the group’s total activity). This assessment takes into account all projects
whose activities depend on the ocean or its state and/or all projects that may impact the state of the
ocean on the littoral strip (30 km from the coast). A weighting of the total amount is then carried out
with regard to the components of the projects and their links with the ocean.

Of the total 2021 commitments (€740m), 61% have biodiversity co-benefits and 98% climate co-
benefits. 60% have co-benefits both climate and biodiversity. The ocean strategy plans to reach a rate
of 75% by 2025.

Among recent investments can be mentioned:
- Participation in the Blue Action Fund (€10 million) and the MedFund (€4 million);

- Project to support Senegal’s marine protected areas policy in the mangrove areas of
Casamance and Sine-Saloum (€5 million);

- Rehabilitation of oceanographic research vessels in Indonesia (€107 million in loans and 3 in
grants);

- Support for the implementation of the IORA Blue Economy Action Plan in the fields of
sustainable management of fisheries resources and protection of the marine environment
(€1.05 million)

- Sustainable Coastal and Marine Fisheries Project in Cambodia (Loan, €40 million)
- PEUL waste management project for the coastal town of Lomé in Togo

- WACA project to finance the West African coastal management programme and prevent
coastal erosion in Togo (€35 million);

- Active participation in the multi-donor Clean Oceans initiative, alongside the EIB, KfW, EBRD,
CDP, ICO-AECID.

- In 2022, Proparco participated in IFC’s landmark $150 million blue syndicated loan for Bank
of Qingdao (BQD), marking its and IFC’s first blue finance investment in China. This new
investment will enable BQD to provide $450 million in financing for 50 blue finance projects in
China by 2025.

- Proparco participation at the 3rd closing of the ocean fund i-b of Circulate Capital



AFD is also improving its offer and expertise on the following emerging topics: blue carbon, circular
economy, fight against pressure factors (plastic pollution, sargassum) biodiversity on the high seas,
ecoports.

2. Implementation of the principles

AFD is a bilateral bank and development agency that operates through loans and grants in more than
100 countries. Supporting the development agenda, the SDGs and more particularly the fight against
climate change and the preservation of biodiversity, is therefore its “raison d'étre”.

The SBEFP are already widely taken into account by the entire project appraisal and accountability
process and in particular the following 3 phases: E&S safeguards, Sustainable development analysis,
biodiversity finance tracking and rating.

A. Environmental and social safeguards

Any development operation may involve potentially adverse risks, particularly in terms of
environmental and social impacts. Consequently, AFD’s financing is conditional upon the
implementation by the client of continuous and systematic environmental and social assessment
procedures to (i) assess the environmental and social impacts of operations, (ii) propose appropriate
measures to avoid the negative impacts or, when they are unavoidable, reduce or offset them in an
appropriate manner, (iii) monitor the application of such measures during the implementation phase
of the operation, and (iv) conduct an ex post evaluation of the effectiveness of the proposed
measures.’

AFD is compliant with the 10 World Bank environmental and social Standards (ESS), the mechanism
for addressing environmental and social issues in project design, implementation and operation. These
10 ESS norms overlap with many of the SBEFP, notably the 4 following ones:

- ESS1: assessment and management of environmental and social risks and impactsssessment
and Management of Environmental and Social Risks and Impacts

- ESS3 Resource Efficiency and Pollution Prevention and Management

- ESS6: Biodiversity Conservation and Sustainable Management of Living Natural Resources

- ESS10: Stakeholder Engagement and Information Disclosure

The objective of this step is to ensure that no project has a residual negative impact on coastal and
marine ecosystems.

B. Sustainable development analysis

1 https://www.afd.fr/fr/ressources/politique-de-maitrise-des-risques-environnementaux-et-sociaux-lies-aux-operations-
financees-par-lafd
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Established in 2014, the sustainable development mechanism allows the AFD Group to ensure the
alignment of all the projects funded with the SDGs. The contribution of each project to sustainable
development is analysed. The aim is to optimize the positive impacts of projects and to exclude those
that could have a negative impact on one or more dimensions of the sustainable development.

All projects financed by AFD are subject to this analysis which covers the 17 Sustainable Development
Goals (SDGs) across six cross-cutting dimensions (biodiversity, climate, social, gender, governance and
economy, which are all rated -3 to +3).

The process includes:

e The completion of an analysis of the expected impacts of projects on each of the six dimensions
of sustainable development by the project teams;

e The production of a «sustainable development opinion» issued by a structure independent of
the operational divisions, in order to inform the decision of the AFD bodies.

C. Biodiversity rating

To qualify the positive impacts and ensure a real accountability on biodiversity, AFD also uses a specific
tracking and rating methodology; in order to be consideted "Nature positive" and be part of AFD’s
biodiversity finance, the project must be explicitly designed to produce a net gain for biodiversity with
reference to a scientific baseline comparing scenarios with and without the project.

If the project is considered as a biodiversity one, a financial contribution to biodiversity is then
calculated using a discount rate depending on the levers identified for the project (conservation,
restoration, integrated spatial management, public policies, management of natural resources, local
pollution).

Out of the €736 million of finance biodiversity, about 1/3™ has positive impact on ocean and coastal
ecosystems. Tracking more precisely the biodiversity finance related to marine ecosystems is planned
for 2023.

3. Room for progress

The level of appropriation of the SBEFP is still rather low at AFD. No specific program has been
implemented since the adhesion in 2022, considering (i) the overlap with existing internal diligences
and analysis presented above (ii) the relatively low part of the portfolio dedicated to marine issues (iii)
the priority given to the global roadmap on biodiversity and its tools.

Reference to the Principles has been very useful during many operational discussions on blue
economy, blue loans and blue bonds, especially for Proparco: the development of the investment
framework for Bank of Qingdao was for instance done with the help of the UNEP FI and IFC
frameworks.

The AFD group is however not in a position to conduct a detailed project-by-project analysis of the
impacts on the ocean. Two pillars seem therefore difficult to apply for the moment:
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o 3. Risk-aware: We will endeavour to base our investment decisions on holistic and long-
term assessments that account for economic, social and environmental values,
quantified risks and systemic impacts and will adapt our decision-processes making
and activities to reflect new knowledge of the potential risks, cumulative impacts and
opportunities associated with our business activities. There is no holistic assessment
of all the different scopes of project activity over the long term.

o We will endeavour to identify the systemic and cumulative impacts of our investments,
activities and projects across value chains. No portfolio approach to cumulative project
impact is yet done at this stage.

Until 2025, AFD’s scope for progress on ocean and blue economy will be part of its alignment with the
Global Biodiversity Framework and the preparation of the next UNOC 2025 in France.



