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Chief Executive Officer of AFD and Chairman of PROPARCO

Rémy Rioux,

2016 was the year of AFD's 75" anniversary
and markedanew stageinthelife of the Group.
The Interministerial Committee for
International Cooperation and Development
(CICID) meeting of November 30" marked
the Government's renewed confidence and
confirmed the growth targets set for the
Group. The signing of the strategic alliance
with Caisse des Dépdts et Consignations
was a highlight for the Group. 2016 was
also a record year for the recapitalized AFD
Group and commitment approvals reached
EUR9.4bn,afirst step towards the objective
of EUR 13bn ayear by 2020.

The aim of this dynamic and ambitious path
istocontribute to achieving the Sustainable
Development Goals, by supporting major

FOREWORD

transitions in developing countries and
the French overseas territories: energy and
ecological transition, territorial transition,
demographic transition, digital transition,
political and citizen-based transition. AFD
Group has set out to make major changesto
allow it to meet these new ambitions, while
underscoring its commitments to Africa, the
climate and gender.

In this context, the Corporate Social
Responsibility policy, which is now firmly
rooted in AFD Group, is a core component
of its identity. This process was constantly
developed in 2016.

Anexample of the most significant progress:
in 2016, AFD finalized the preparation of
its Environmental and Social Complaints
Mechanism,which itwas consequently able
to launch in early 2017. This mechanism,
which allows people affected from an
environmental or social perspective by an
AFD-funded project to submit a complaint,
responds to strong demand from civil
society and allows AFD to comply with the
best practices of international donors.

To increase their openness and
accountability towards their partners
and the public, AFD and PROPARCO
have also strengthened their approach
to transparency and the publication of
information ontheir respective websites. In
January 2016, AFD launched its Opendata
website and has gradually extended the
scope of the publication of its data to all
its countries and territories of operation. In
addition, the State has entrusted AFD with



the mandate of representing France at the
International Aid Transparency Initiative
(IATI), of which it became a memberin 2016
in the context of its contribution to the
French Action Plan forthe Open Government
Partnership (OGP).

AFD Group has also continued to strengthen
its approach to integrate sustainable
developmentintothe operationsit finances.
In2016,AFD continued its reflection on how
to strengthen its various risk management
mechanisms and scale up sustainable
development impacts. The evaluations of
the“Sustainable Development Analysisand
Opinion”mechanism confirmed the interest
ofthis mechanism, with aview to developing
itin the coming years.The evaluation of the
Environmental and Social Management
Plans and Resettlement Action Plans will
allow AFD’s environmental and social risk
management policy to be developed.
PROPARCO, for its part, has adopted a new
strategy, which places strong emphasis
on development impacts and support for
clients to improve their environmental,
social and governance performance.

At the same time, AFD Group is continuing
its action for the climate and the fight
against gender inequalities.

In 2016, over half of the Group's projects had
gender as the main or secondary objective.
Today, | want to take this commitment
further:itisforthisreason thatduring AFD’s
75" anniversary, | launched a think tank
on how to integrate gender into the main
thrusts of the Group's next strategy.

We have scaled up our commitment to
the fight against climate change. In 2016,
the Group earmarked over EUR 3.5bn of
financing for the climate, including EUR
2.8bn for the reduction of greenhouse gas
emissions and EUR 600m for adaptation.
In December, PROPARCO joined AFD as
one of the institutions accredited for the
implementation of financing from the Green
Climate Fund.

2016 was also marked by major headway
with in-house responsibility.

In terms of social progress, this year saw
the creation and appointment of “social
dialogue” correspondents in agencies
in countries which were not covered by
staff representative bodies, bringing
the representation rate for local staff to
92%. The increase in the headcount has
been combined with the creation of a
recruitment unit and a restructuring of the
system to welcome, train and integrate new
employees and, finally, the training system
has been strengthened.

In the field of in-house environmental
responsibility — anissue of coherence which
the Group's employees are increasingly
concerned about — a responsible waste
management system was set up at
headquartersinearly 2016 and awareness-
raising actions were continued.

Finally, the evaluation of the Group’s
Corporate Social Responsibility policy,
which was conducted in 2016, showed we
had taken the right measures. It confirmed
the relevance of its approach and that it
is positively viewed by stakeholders. This
process has laid the groundwork for the
ongoing preparation of a new policy, which
will support AFD Group's strategic plan for
2020 and its development in terms of the
volumes and quality of operations, the
integration of new skills, and the increase
in the headcount.

Indeed, in this context of transformation,
constant vigilance will be required over the
management of environmental and social
risks, to ensure that the sharp increase in
financial commitments is not detrimental
to the quality of our operations, or to their
impactinterms of sustainable development.
Particular attention willalso need to be paid
to supporting changes in the institution,
in the context of the rapid integration of
new employees.

These are the main challenges ahead of AFD
Group on the eve of its transformation. To
gear up for this, the Group will strengthen
and update its strategic corpus: the
adoption of a new policy for transparency
and stakeholder dialogue, the launch of
PROPARCO’s Environmental and Social
Complaints Mechanism, the strengthening
of PROPARCO’s support for clients and the
updating of AFD’'s environmental and social
risk management policy will be important
milestones in the coming months in this

respect.Other key measures will be adopted
duringtheyear,such as the implementation
ofananti-corruptionand influence peddling
program, which will comprise a professional
whistleblowing mechanism, in accordance
with the Sapin Il Act. Finally, the Group
will continue to strengthen its in-house
environmental and social procedures.
Efforts to reduce direct emissions will
be continued. Particular attention will be
paid to improving the quality of working
conditions, to ensure that each employee
can continue to work in a fulfilling and
meaningful professional environment.

At this historical turning point in the
life of the Group, the Corporate Social
Responsibility approach is more essential
than ever: it ensures the continued quality
of our projects and the consistency of our
action with the missions we uphold, and
should give AFD Group the means to live up
to,and continuetolive up to,its commitment
and its values.

2016 marked the start of a new stage

for growth and transformation for AFD
Group. The Corporate Social Responsibility
approach is essential for it to live up to its
commitments and values.




GRI G4-3

G4-4

G4-5

G4-6

G4-7

G4-8

G4-9

G4-13

status of
itution. Its

W on Development
onal Solidarity Policy
of July 7" 2014. These
ations are set out in the 3-year
ontracts of Objectives and Means
between the Government and AFD.

PROPARCO, AFD’s private sector
financing arm, has been working for
development in countries in the South
for nearly 40 years. In addition to
financing, PROPARCO’s role is also to
promote the emergence of responsible
economic and financial actors in
developing and emerging countries,
and help its clients improve their
environmental, social and governance
performance.

AFD Group finances and supports
development projects and programs
(public and private) in a hundred or so
developing countries and in the French
overseas territories. To carry out its
mandate, it has over 2,000 officers’
based in Paris and Marseille and in a
network of 85 agencies.




2.1 OUR MANDATE

To face the challenges of a world where
there has been a sharp increase in ine-
qualities, despite the decline in extreme
poverty, and where there are greater
interdependencies, AFD Group’s role is to
promote more resilient and low-carbon
growth and development models that
are better able to meet the economic and
social aspirations of the people on this
planet. Its action to support sustainable
development, combat climate change,
reduce inequalities and vulnerabilities,
and provide a response to crises aims to
contribute to building a safer, fairer and
more sustainable world, “acommon world”,
as AFD’s new motto says.

Consequently, AFD Group's ambition is to
transform economic development into
social progress for all, by improving living
conditions in the poorest regions and
countries, mainstream the environment
into growth models,and develop territories
harmoniously.

To achieve this, AFD Group's action is fully
in line with the Sustainable Development
Goals (SDGs) and aims to successfully
complete five major transitions:

- Energy and ecological transition;

-> Territorial transition;

-> Demographic transition;

-> Digital transition;

-> Political and citizen-based transition.

This approach to development promoted
by AFD Group is combined with the need
toworkin partnership with all development
actors, and take into account the diversity
and specificity of the needs and expecta-
tions of countries and actors.

In this context, AFD participates in the
definition of public policies to define deve-
lopment trajectories, and contributes to
international debates, sharing know-how
and expertise, and to the dialogue with the
relevant actors.

Knowledge production is consequently a
fully-fledged activity at AFD. It aims to put
forward development solutions to allow
informed choices and guide practices
towards sustainable development, thereby
contributing to differentiating its range of
activities from other donors.

AFD’s studies and research production
activities are based on three key areas that
contribute to the CSR approach: Gover-
nance and Commons, Transitions towards

"Including officers working for the Instituts d’Emission
(France’s note-issuing banks for the overseas territories)
in Paris and in the French overseas territories.
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Carbon-free Societies, and Strengthening
Social Ties. This research is essential in
order to (i) give a better understanding
of the institutional, economic, social and
environmental dynamics and contexts in
the countries of operation; (i) feed into
AFD’s strategic research; (iii) contribute to
theinternational debate and France’s posi-
tion on sustainable development issues;
(iv) and, finally, coordinate the public
policy dialogue between researchers, deci-
sion-makers, civil society and nationaland
international partners.

Financial tools mobilized in
2016 (EUR M)

| = = » Guarantees — 24
2 and equity investments
<5 « SME financing ——— 518
e x (Bpifrance)
i
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! (C2D and Budget Support)
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I
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I
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Over EUR 9bn of financing committed (AFD Group)
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2.2 OUR STAKEHOLDERS

G4-24

PROPARCO, AFD’s subsidiary, contributes
to the Group’s mission by promoting pri-
vate investments in developing countries,
given that the private sector is an effective
driver for achieving the Sustainable Deve-
lopment Goals.

In line with its strategy, PROPARCO’s aim
is to assist private actors in achieving
low-carbon, environmentally friendly
growth that benefits everyone, by creating
jobs and providing access to essential
goods and services (health, education,
housing),and disseminating environmental
and social good practices.

AFD also handles the management of the
French Facility for Global Environment
(FFEM), which cofinances projects that
reconcile environment and development.

Focus
Mandate
extended to
governance

Governance was integrated into AFD’s
mandate on January 1t 2016. The
transfer covers the following thematic
areas: public finance management,
public sector reform, decentralization

Mapping of AFD Group Skateholders

Supervisory authorities

Parliament

Control authority

Civil societies O\O

States, public services
Local authorities

Public and private
companies

NGOs, associations,
foundations

CORPORATE SOCIAL
RESPONSIBILITY 2016
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Public
authorities X

IN-HOUSE

EXTERNAL

FRENCH
CITIZENS

Beneficiary
communities

A

Beneficiaries o'f j

financing

and territorial governance, justice and
human rights, land governance, the
fight against corruption, steering the
economy, market regulation.

This integration is consistent with the
holistic approach of the Sustainable
Development Goals. The transfer of this
competence led to AFD taking over nine
projects from the Priority Solidarity Fund
(PSF) in 2016, transferred by the French
Ministry for Europe and Foreign Affairs
(MEAE) (Cameroon, Comoros, DRC,
Guinea, Mali, Mauritania, Senegal and
Tunisia), and the integration of several
international technical experts (ITEs).

Employees at headquarters

AFD staff ‘I:z and in the network

different bodies)

State: 100%
Q/O'. shareholder

/

Board of Directors
* and Committees

S-uppliers /
subcontractors

Social partners (trade union
. delegates, elected officials
. or representatives of the
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2.3 OUR VALUES

Due toits public mandate, which it mainly carries out atinternational level, the origin of the
resources used to finance projects and its commitment to development, AFD Group and
allits staff members are required to constantly be up to the task in their daily actions. AFD
Group has a Professional Ethics Charter for this purpose, which defines the references
for the values and conduct that guide its action and that of its employees.

AFD Group and its employees
recognize commitment, integrity,
openness and adaptability as
core values.

p)

The commitment to development, both
personal and collective, is implemented
in a spirit of responsibility.

Integrity implies probity,
intellectual honesty
and respect for the
Group’s property.

Openness, for the Group and each
individual, is expressed by being
responsive to, welcoming and
respecting persons, stakeholders
and cultures in their diversity.

5

Adaptability, in order
to effectively meet
changing needs, as
far as possible
implies innovation
and reactiveness, as
well as geographical
and operational
mobility.

CORPORATE SOCIAL 9
RESPONSIBILITY 2016
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2.4 AN INTERNATIONAL
PRESENCE

Countries and areas of @
intervention of AFD

AFD operated in 108 countries and territo-
ries in 2016." PROPARCO operates in over
70 developing and emerging countries.

AFD Group has a network of 85 agencies

and representation offices around the @

world.?

@ Agency or representation office

‘ Asia and Pacific

. Africa

. Near and Middle East

Latin America and the Caribbean

‘ French overseas territories

ASIA AND PACIFIC

THAILAND @CHAD @KENYA
@AFG HANISTAN Bangkok N’Djaména Nairobi
Kaboul
@UZBEKISTAN @COMOROS @MADAGASCAR
@ BANGLADESH Tashkent Moroni Antananarivo
Dacca
@\/\ETNAM @CONGO @ MALI
@BURMA Hanoi (DEMOCRATIC REP OF) Bamako
Rangoun Ho Chi Minh City Kinshasa @
MAURITANIA
@CAMBODIA AFRICA @CONGO Nouakchott
Phnom Penh Brazzaville @
MAURITIUS
@CH\NA @ALGER\A @COTE D'IVOIRE Port Louis
Beijing Alger Abidjan @
MOROCCO
@\ND\A @BENIN @DJ\BOUTI Rabat
New Delhi Cotonou Djibouti Casablanca (PROPARCO)
@\NDONESIA @BURKINA FASO @EGYPT @MOZAMBIQUE
Jakarta Ouagadougou Cairo Maputo
@LAOS @BURUNDI @ETHIOP\A @NIGER
Vientiane Bujumbura Addis Abeba Niamey
@PAKISTAN @CAMEROON @GABON @NIGERIA
Islamabad Yaoundé Libreville Abuja
Douala (PROPARCO) Lagos (PROPARCO)
@PHILIPPINES @GHANA
Manila @CENTRALAFRICAN Accra @SENEGAL
REPUBLIC Dakar
@SRI LANKA Bangui @GU\NEA
Colombo Conakry

RapportRSO v18-eng v4.indd 10
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@ SOUTH AFRICA
Johannesbourg

@TANZAN IA
Dar es Salaam

@ TOGO
Lomé

@ TUNISIA
Tunis

@ UGANDA
Kampala

NEAR AND
MIDDLE EAST

@ GEORGIA
Thilisi

@JORDAN
Amman

@ LEBANON
Beirut

@ PALESTINAN

TERRITORIES
East Jerusalem

RapportRSO v18-eng v4.indd 11

@ TURKEY
Istanbul
Ankara

@ YEMEN
Sanaa

(temporary closure)

La Paz

Brasilia

Sdo Paulo (PROPARCO)

Bogota

Havana

Santo Domingo

Q

Quito

Port-au-Prince

Mexico City

KO KO <O

Lima

Q

Paramaribo

IN THE FRENCH
OVERSEAS TERRITORIES

@ FRENCH GUIANA
Cayenne

@ FRENCH POLYNESIA
Papeete

@ GUADELOUPE
Pointe-a-Pitre

@ MARTINIQUE
Fort-de-France

@ MAYOTTE
Mamoudzou

@ NEW CALEDONIA
Nouméa

@ REUNION
Saint-Denis

@ SAINT-PIERRE-ET-
MIQUELON
Saint-Pierre (IEDOM)

@WALLIS—&—FUTU NA
Mata-Utu

WITH EUROPEAN
INSTITUTIONS

@ BELGIUM
Brussels

YThis indicator was controlled by KPMG
during its Management Report audit.
2The contact details of all the

agencies and offices and information
about their activities in the field are
available on the websites: www.afd.fr
and www.proparco.fr.

Activities in countries where there is

no AFD representation are followed by
the agency of a neighbouring country or
directly from headquarters.
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2.5 OUR ACTIVITY

2.5.1 Sectors financed in 2016
Scope: Group

Other Agriculture and
(budget support...) food security

562

Environment
and natural resources

Breakdown by
sector in foreign
countries and the
French overseas
territories

1,243

Water
and sanitation

737

Education and health

887
1,574 =

Productive sector

Focus In 2016, AFD committed EUR 603m for family
) smallholdings, agricultural sectors, sustainable
i development in rural areas and food security
AFD S aCt_Ion _for in Sub-Saharan Africa,®i.e. 21.6% of its total
ru ral territories financing in this region.

and food secu rity Finally, 24 projects financed in 2016 have a

nutritional objective, for a total commitment
Scope: AFD amount of EUR 275m. EUR 12m of grants (209

Program, excluding NGO grants) were allocated to

the health, social protection and nutrition sector.

1 2 CORPORATE SOCIAL
RESPONSIBILITY 2016
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Infrastructure and
urban development
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2.5.2 Financing by geographical area (EUR M)
Scope: Group

AFD Group Overseas Non-geo- Latin Asia and Mediterra- | Sub-
financing France graphical America Pacific nean and Saharan
approvals and one-off | and Middle East | Africa
(EUR M) projects Caribbean

2013 1,506 81 1,193 1,209 838 3,002
2014 1,548 72 1,226 1,229 1,059 2,945
2015 1,570 38 998 1,397 1,190 3,123
2016 1,594 417 1,375 1,367 1,446 3,203

The report on the data concerning AFD’s activities is available at:
https://www.afd.fr/media/download/4083

AFD Group Overseas Non-geo- Latin Ame- | Asiaand Mediter- Sub-
disburse- France* graphical ricaand Pacific raneanand | Saharan
ments and one-off | Caribbean Middle East | Africa
(EUR M) projects

2013 608 10 809 430 840 1,484
2014 692 42 927 615 824 2,023
2015 1,002 62 1,313 633 639 1,879
2016 930 77 986 710 1,140 1,853

Focus

The Priority Poor

Countries for
French aid

Scope: Group

In 2016, AFD Group’s financing
approvals in Priority Poor Countries®
reached EUR 1bn® (+32%), i.e. 13%

of the Group’s activity in foreign
countries. Grant activity (grants, GBS,
C2D, excluding delegated funds) stood
at EUR 265m, i.e. 24% of AFD financing
for Priority Poor Countries in 2016.

In these countries, 9% of AFD’s
financing approvals in 2016 (i.e.
EUR 86m) benefited social sectors
(education and health).

AFD focused the bulk of its grant
resources on supporting health, social
protection and nutrition.

3These actions include the improvement of access (tracks and rural energy), basic social services (water,

health, education) and financial services (rural microfinance, agricultural credit) and support for companies
(microenterprises, SMEs, industries) which process agricultural products, as well as the protection of the

natural capital.

“Excluding BPI France’s activity.
5The CICID (Interministerial Committee for International Cooperation and Development) meeting of July 31 2013
revised the list of Priority Poor Countries (PPCs) established by the CICID in June 2009. The list of PPCs includes the
16 following countries: Benin, Burkina Faso, Burundi, Central African Republic, Chad, Comoros, Democratic Republic

of Congo, Djibouti, Ghana, Guinea Conakry, Madagascar, Mali, Mauritania, Niger, Senegal and Togo.
The list of countries updated by the CICID meeting of November 30" 2016 will be effective as of January 1=t 2017.
% Including EUR 941m for AFD.

CORPORATE SOCIAL
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AN ORGANIZATION

COMMITTED TO

SUSTAINABLE AFD Group is committed to adoptin
DEVELOPMENT oo™

implementation of the principles of
aid effectiveness, the dialogue and
work in partnership with development
actors, the monitoring and evaluation
of the results of its development
action, the application of controls

to prevent corruption, fraud, money
laundering and terrorist financing, and
the integration of Corporate Social
Responsibility into both the projects it
finances and its in-house operations.

RapportRSO v18-eng v4.indd 14



3.1 2016 HIGHLIGHTS

2

CORPORATE SOCIAL
RESPONSIBILITY

APPROACH

AFD Group’s Corporate Social
Responsibility policy for 2014-
2016 has reached the end of
its implementation period and
was subject to an independent
evaluation in the second half
of 2016.

ENVIRONMENTAL
AND SOCIAL RISK
MANAGEMENT

The creation of a “Monitoring
Committee” in 2016 to conduct an
overall monitoring of the higher-
risk projects has strengthened
the implementation monitoring
of compliance with E&S
commitments.

TRANSPARENCY

In 2017, AFD has joined the
International Aid Transparency
Initiative (IATI) on behalf of
France. AFD has extended

the scope of the project data
published, which currently covers
73% of sovereign financing above
EUR 100K under implementation
in all its countries of operation.”

Q

ENVIRONMENTAL AND
SOCIAL COMPLAINTS
MECHANISM

The Environmental and Social
Complaints Mechanism launched
in early 2017 allows any person
or group of persons affected

by an AFD-funded project to
submit a complaint, which will be
subsequently handled by a panel
of independent experts.

RESPONSIBLE
MANAGEMENT
OF INCREASED

HEADCOUNT

In 2016, the Group made 255
recruitments on permanent
contracts and has a recruitment
target of 800 people by 2020. A
recruitment unit has been set up.
The system to welcome, train and
integrate new staff members has
been adapted: the integration
process has been completely
overhauled and an innovative
“onboarding” system, designed
as a progressive pathway, has
been implemented.

CLIMATE

AFD has been accredited to
manage financing delegated by
the Green Climate Fund (GCF)
since July 2015. In September
2016, AFD obtained its first GCF
financing for EUR 15m, which
aims to support a program for
flood risk prevention in urban
areas in Senegal supported

by AFD.

©

QUALITY OF
WORKING LIFE

A cross-functional committee
for well-being at work has

been set up, including the
Human Resources Department,
Senior Management and staff
representative bodies, and an
agreement has been made on
teleworking.

TRAINING FOR SKILLS

DEVELOPMENT

In 2016, 4.36% of the gross
payroll was devoted to training,
with substantial resources
earmarked for learning

or building skills on the
fundamentals of development,
as well as in the fields of banking
and financing. 81% of officers
received training during the year.

RapportRSO v18-eng v4.indd 15

v This indicator was controlled by KPMG during the
Management Report audit.

CORPORATE SOCIAL
RESPONSIBILITY 2016

D

19/09/2017 12:54 ‘



3.2 NORMS AND STANDARDS

By becoming a member of the Global Compact in January 2004, AFD Group selected the main
declarations, conventions and standards for equitable and responsible development as the reference

framework for its action:

->The United Nations Universal
Declaration of Human Rights;

-> The International Labour
Organization's Fundamental
Conventions;

-> The World Bank Group standards
and IFC performance standards for
PROPARCO;

- The three “Rio” Conventions (fight
against climate changeg, fight against
desertification and biodiversity);

Focus

The SDGs: new
impetus for
AFD Group

The 2030 Agenda for Sustainable
Development has an unprecedented
ambition for humanity. AFD Group is
already contributing to the achievement
of the Sustainable Development

Goals (SDGs) in developing countries,
and in French territories through

its action in overseas France. The
comprehensiveness of the 17 SDGs

and the related targets cover the

entire scope of the Group’s action

and strengthen sectoral approaches,
including for new sectors such as
governance. In addition, their integrated
and indivisible nature strengthens
cross-sectoral approaches, as the SDGs

CORPORATE SOCIAL
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-> The OECD Guidelines for
Multinational Enterprises;

- The OECD and United Nations
Conventions against corruption
and the international anti-money
laundering rules;

- The international ISO 26000 standard;

- The French law on the “New Economic
Regulations” (NRE) and the Grenelle
Environment Acts;

must all be pursued in combination
with one another and cannot a priori be
subject to any kind of classification in
terms of priorities.

Indeed, while AFD Group is working for
each of the 17 SDGs at a sectoral level,
the strength of its approach lies in the
possibility of pursuing these objectives
“jointly”, through multisectoral
operations, and of taking action on
cross-cutting issues (climate, gender,
sustainable cities...).

Consequently, AFD has adopted an
original and dynamic interpretation of
the SDGs, via its strategy for operations
based on five main transitions: the
energy and ecological transition, which
is essential for the climate, the territorial
transition, which concerns both cities
and rural areas, the demographic
transition, the digital transition and,
finally, the political and citizen-based
transition to respond to crises and
build strong, transparent and inclusive

-> The Environment Charter included in
the French Constitution;

->The Paris, Accra and Busan
declarations of the Global Partnership
for Effective Development Co-operation;

->The 2030 Agenda for Sustainable
Development of the United Nations and
its 17 Sustainable Development Goals;

- The Paris Climate Agreement.

institutions. This internalization of the
SDGs will be implemented in both the
Group’s strategies and its operations,
accountability and communication.
2016 was also marked by new impetus
for AFD. At the Interministerial
Committee for International Cooperation
and Development (CICID) meeting of
November 30" 2016, the Government
confirmed the growth objectives for
the Group’s activity set by the French
President, and extended its mandate to
new strategic and sectoral horizons.

This renewed confidence opens up a
new stage for AFD, which adopted a

new logo and motto to mark its 75t
anniversary, reflecting the fundamentals
of the Group’s new strategic plan. It’s new
motto, “A Common World”, expresses
both the goal shared by the entire
international community of sustainable
development through the adoption of
the SDGs, and the pressing need to take
action to achieve the five transitions.
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3.3 THE ETHICS MECHANISM

AFD Group’s ethics mechanism was
created in 2004 and is based on three pil-
lars:a Charter,a Committee and an Advisor.

AFD Group’s Professional Ethics Charter’
sets out the conduct required in the exer-
cise of its mandate to support popula-
tions in foreign countries and the French
overseas territories. This text is publicly
available and is applicable on a daily basis
to everyone working for the Group. AFD
Group’s suppliers and partners are also
asked to read the Charter.

The Charter sets out the references
which drive the action of the Group and
its employees: a mandate, core values
(commitment, openness, adaptability
and integrity) and an ambition, which are
implemented in accordance with laws and
regulations. It outlines the main commit-
ments in terms of compliance, Corporate
Social Responsibility, the fight against
money laundering, corruption and fraud,
and cautions against risky conduct.

The Charteris similar toa “social contract”
in which the employer sets ambitious
objectives in terms of social relations, the
environment, health and safety in the work-
place.Employees, for their part, undertake
to serve with high personal standards and
according to the rules, respect people and
their dignity, preserve their professional
independence and confidentiality, and

consult without delay their line manage-
ment, the Human Resources Department,
Compliance Department and/or Ethics
Advisorin the event of a problem, suspicion
or doubt. Finally, managers undertake to
actively mobilize their teams, listen to and
encourage their team members, delegate
and promote initiatives and talents. They
apply the Group's strategy, its procedures
and the Ethics Charter, with a special
concern for exemplary conduct.

The Professional Ethics Committee was
revamped in May 2017 onmore representa-
tive and operational bases and comprises
members appointed by Senior Manage-
ment (a representative for PROPARCO and
one for each of AFD’s six executive depart-
ments),an elected representative fromthe
Central Works Committee, the Ethics Advi-
sor,and an external personality. Itis chaired
by Senior Management and gives opinions
and advice on the proper application of
the Ethics Charter and the Group’s ethics
processes (training,awareness-raising...).
It examines the difficulties of applying or
interpreting the Charter and publishes the
relevant standards and recommendations.
It proposes amendments or additions
to the existing provisions of the Charter
and, finally, it examines the difficulties or
problems related to its application on a
non-nominative basis.

3.4 GOVERNANCE OF
SUSTAINABLE DEVELOPMENT

Sustainable development issues benefit
from cross-functional support in AFD
Group and are largely taken on board by its
staff. In addition, the Group is committed
to translating these issues into its gover-
nance and mainstreaming them into its
strategies and operations.

In this respect, the main orientations
for sustainable development and Cor-
porate Social Responsibility are defined
by Senior Management, which also gives
theimpetus and decides on the resources.
The Board of Directors, for its part, delibe-
rates on these orientations and theirinte-
gration into strategies and operations.The
Executive Committee ensures they are
implemented in each executive depart-
ment.Aprogress reporton the implemen-
tation of the action plan is submitted to
the Board of Directors every year, as well
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as to the Works Committee. Teams are
responsible for cross-functional support
for the implementation of operations, on
subjects concerning the climate, gender,
environmental and social risks, operations
in crisis and conflict countries, economic
influence, procurement, capacity buil-
ding for partners, and sustainable deve-
lopment opinions. These teams, which
are responsible for providing support to
operational teams and counterparts on
managing the environmental and social
risk of operations, comprise sixteen
people at AFD (against ten peoplein 2015)
and twelve people at PROPARCO (against
five in 2015). There is also a team at AFD
responsible for the “Sustainable Develop-
ment Opinion”,comprising 5 people.

The Ethics Advisor reports to Senior Mana-
gement and ensures the Charter and the
related documents are applied correctly,
at headquarters and in the network, with
support from the Professional Ethics
Committee. He/she conducts training and
awareness-raising actionsand providesan
individual listening and advice service to
the Group’s structures and officers at their
request, respecting anonymity, in order to
reply to questions over the “ethical” way
of managing a given situation. Finally, the
Ethics Advisor supervises AFD’s Environ-
mentaland Social Complaints Mechanism,
which was launched in May 2017.

" https:/www.afd.fr/media/download/3864

16

people at AFD and

12

people at PROPARCO
support the environmental and

social risk management of ope-

team gives a systematic sustai-

nable development opinion.
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Focus

Mediation of
working relations:
a nhew dimension
of AFD Group’s
in-house CSR

In January 2017, AFD Group adopted

a mediation mechanism to address
relational difficulties which can make
people suffer and cause failings in
structures. The mechanism tries to
overcome these difficulties through
recourse to a mediator, an unusual
third-party as he/she has no decision-
making power or advisory capacity on
the solutions and no responsibility in
the organization.

Catherine Garreta has been trained
in mediation and has been appointed
Group mediator in this context. Her
role is to help prevent and manage
both interpersonal and collective
relational tensions and conflicts
encountered in the workplace.

She is independent of Senior
Management and her work involves

applying the founding principles

of mediation: responsibility and
freedom of persons, confidentiality

of exchanges, impartiality, neutrality
and confidentiality. She can, in certain
cases, call on external mediators.
Anyone working at AFD, both at
headquarters and in the network, can
directly submit a complaint to her on
a confidential basis. In this first year,
particular emphasis is being placed
on informing officers. The mediator
can also be involved prior to tensions,
to facilitate in-house dialogue and
mutual understanding. This innovative
approach has been subject to regular
exchanges with social partners.

An initial review is scheduled for
January 2018.

3.5 CORPORATE SOCIAL

RESPONSIBILITY APPROACH

AFD Group’s Corporate Social Responsi-
bility approach is formalized by a policy,
which has been defined for 2014-2016
and was adopted by the Board of Directors
on March 27 2014. Through this policy,
the Group underscores its aim of making
sustainable development the objective of
its action, via six commitments covering
both the field of its operations and its
in-house policy

3.5.1 Coordination of the
approach

A team, which reports to the Strategy
Management Division of the Strategy,
Partnerships and Communication Depart-
ment, coordinates the Corporate Social
Responsibility approach for the entire
AFD Group. It is supported by a network of
in-house reference persons representing
all Group structures responsible forimple-
menting various actions.

In 2016, the network of CSR reference
persons was closely involved in the inde-
pendent evaluation of the Group’s CSR
Action Plan via a steering committee.
Starting in June 2017, this network was
mobilized for the definition of the new CSR
policy for 2017-2020, via working groups
extended to representatives of all depart-
ments, including agencies/offices.

Communication and awareness-raising
actions for staff have been conducted by

)
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the CSR team or by the thematic reference
persons: presentation of the results of the
evaluation to all staff members, various
activities during European Sustainable
Development Week...

This aim of sensitizing teams to Corporate
Social Responsibility issues has also led
to three indicators based on CSR criteria
being integrated into the profit-sharing
agreement for 2015-2017: the first on the
publication ofinformation about financing,
the second onresponsible printing,and the
third on respecting time limits for the pay-
ment of invoices.

3.5.2 Evaluations of the approach

AFD Group’s Corporate Social Responsibi-
lity may be subject toindependentin-house
evaluations via missions conducted by the
Internal Audit Department or AFD’s Ex Post
Evaluation Division, and externally.

During its audit missions in the network,
the Internal Audit Department ensures that
both local regulations on social and fiscal
management and the Ethics Charter are
complied with. For projects, it verifies that
the environmentaland social aspects have
been addressed in accordance with the
procedures in force.

An external evaluation of AFD’s envi-
ronmental and social risk management
approach was conducted in 2016.The aim

was to analyze the quality and content of
the Environmentaland Social Management
Plans (ESMPs) established by contracting
authorities for the higher-risk projects,and
the monitoring of their implementation.
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Corporate Social Responsibility: A coordination
involving the entire organization

Transparency,
accountability, skateholder
dialogue

Strategy, Partnerships and
Communication Department

Financial security,
compliance

Risk Department

In-house social
responsability

Human Resources
Department

Executive Committee
operational implementation in its departments

CSRreference

persons
representing all Group
entities in charge
of implementing the
different actions

l

ACTIONS

CSR STRATEGY Dissemination,
Senior Management Board of Directors coordination ,
organization,
reporting
IMPLEMENTATION

& CSRcoordination
team

Promotion of sustainable
development and CSRin
operations . .

P Ethics function
Operations Department
(AFD)

ESI - PROPARCO

In-house environmental
responsibility and
responsible procurement

General Secretariat

Focus

Evaluation of AFD
Group’s CSR policy
for 2014-2016

The Group’s Corporate Social
Responsibility policy was adopted
by AFD’s Board of Directors in 2014
and was subject to an independent
evaluation when its implementation
period came to an end. This exercise,
which was conducted between

September 2016 and January 2017,
was entrusted to the consultancy
firm Ethifinance and involved all AFD
departments and PROPARCO in its
steering committee. It was based

on a “participatory” approach and
focused on:

-> the results of an opinion survey of all
staff members (27% response rate);

-> some forty interviews with external
and in-house stakeholders (including
agency directors);

- the results of two panels,
respectively gathering environmental

and social experts (“prescribers”
of CSR standards) and operational
experts (“users” of these standards).

The evaluation reviewed the
implementation of the Group’s
Corporate Social Responsibility
commitments and assessed the
extent to which they are in line
with the sustainable development
issues deemed most relevant by its
stakeholders. The aim was to provide
possible avenues for action for the
definition of the next CSR policy
(2017-2020).
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Focus

Day of reflection
on AFD Group’s
strategic CSR
issues

On March 27% 2017, the Strategy
Management Division organized a
day of training/reflection for the
network of reference persons on “AFD
Group’s CSR issues: AFD’s response
and the strategic role of reference
persons”. This day was coordinated by
the consulting firm EY and included

a presentation by Cécile Renouard,
professor at ESSEC and member of
AFD’s Board of Directors. It gathered
some twenty participants from AFD
and PROPARCO with two objectives:

- strengthen knowledge, by reference
persons, of the main Corporate

Social Responsibility issues and their
application in the context of AFD;

-> launch common reflection on the
future strategic orientations for
CSR and the role of the network of
reference persons (via collaborative
workshops).

8AFD’s Global Compact: https://www.unglobalcompact.
org/what-is-gc/participants/293#company-information
?Index of AFD’s GRI content: http:/gri.afd.fr
°http:/opendata.afd.fr/page/accueil/
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3.6 TRANSPARENCY
IN CORPORATE SOCIAL
RESPONSIBILITY

Toreportonits Corporate Social Responsi-
bility approach, AFD Group’'s non-financial
communicationisinline with nationaland
international reference standards.

In its Registration Document, it complies
with the decree relating to the transpa-
rency obligations of companies for social
and environmental issues, which it is
subject to as an issuer of bonds. In 2016,
an independent auditor (KPMG) issued a
moderate assurance (limited audit), attes-
ting to the fact that “all the significant
aspects of the information on Corporate
Social Responsibility, taken asawhole,are
presented in a sincere manner in accor-
dance with the Frame of Reference”.

Furthermore, in addition to the Commu-
nication on Progress at the Global Com-
pact® published since 2007, AFD has been
publishing an annual Corporate Social
Responsibility Report since 2012, within
the framework of the Global Reporting
Initiative (GRI).°

This report for 2016 has been preparedin
accordance with the “GRI G4 Guidelines,
‘In Accordance’, Core Option”,and concerns
the responsibility issues deemed relevant
(or material). This relevance has been
determined on the basis of a materiality
analysis, i.e. a methodical assessment of
the organization’s specific activities and
objectives,as well as of external stakehol-
ders’ expectations. It was conducted in
2015 and is set out in chapter 8 of this
report. This analysis was also updated in
May 2017 (prioritization of issues using a
rating by in-house and external stakehol-
ders,and the addition of four new issues).
Non-financial information by project is
available on AFD’s website, as well as on
an Open Data website."” The level of envi-
ronmental and social risk for sovereign
loans may be given in the project database

published on AFD’s website. In addition,
AFD can, upon written request for specific
information, disseminate the environmen-
taland social study concerning the funded
operation, where appropriate.

AFD has been

publishing an annual
Corporate Social
Responsibility Report
since 2012, within the
framework of the Global
Reporting Initiative (GRI).
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AFD Group’s materiality matrix
(updated in May 2017)

Impact of our activities
on local communities

Transparency on
the financing allocated

- Impact of our activities on sustainable
Key issues Inseparable development and the SDGs

for AFD Group’s issues for AFD
reputation group’s mandate Environmental and Social

risk analysis and monitoring
Coordination with other
development actors

Synergies with private
sector/SDGs

Major

Vigilance over

human rights L .
Impact of our activity on climate
change/ Biodiversity/Gender equality

Financial security/
fight against corruption
Dialogue with local stakeholders

Management of
Professional
ethics

complaints related
to the impact of
our activities

Economic performance I—.—l Promotion of diversity in teams |

Basic issues
for the operation
of AFD Group

Capacity
building

Strong

Skills development Transparency on

social information

Support for
employees

Impacts of travel

Moderate

Moderate Strong Major

Importance for external stakeholders

Importance for internal stakeholders

Transparency . Integration of SD ‘ Working In-house ' Ethics and
and dialogue with into operations relations and environment financial
stakeholders conditions security
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AFD, a public financial institution, has
an atypical structure in the landscape
of financial institutions, both in terms
of its “open” organization and its
non-profit financial model. It focuses
on the beneficiaries of its financing
and provides solutions tailored to the
specific contexts of its operations and
concessional financing, taking debt
risks into account.

PROPARCO, AFD’s private sector
financing arm, contributes to
financing and supporting projects
led by companies and financial
institutions in developing and
emerging countries —from SMEs
to regional banking groups, and
including microfinance institutions.
It focuses its action on the key
sectors for economic development
(infrastructure, agribusiness,
financial systems...).

AN ATYPICAL
GOVERNANCE
MODEL
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4.1 APPROPRIATE MEANS AND
FINANCIAL INSTRUMENTS

4.1.1 Solutions tailored to the
specific contexts of operations
in the field

While the challenges are common, solutions
in the field need to be tailored to the spe-
cificities and level of development of each
territory.Itis for thisreason that the financial
tools used by AFD Group and its sectors of
activity vary depending on the region.

Africa is and will remain central to AFD’s
action, with a new vision, “All Africa”, which
calls for a change in perspective and now
asks for Sub-Saharan Africa and the Medi-
terranean region, which are increasingly
connected, to be considered as a whole.
Africa continues to account for the vast
majority (85%) of the grantsand interest rate
subsidies allocated by AFD abroad.

4.1.2 AFD’s project cycle

Beneficiaries of financing

States, companies, local authorities, NGOs

1-Projectidea

In Sub-Saharan Africa, a priority area for
operations where there are the most crucial
developmentchallenges,AFD operatesinall
sectors of activity and uses its full range of
financialinstruments.Inthe Mediterranean
region,loans are mainly used and upgrading
the productive fabric, job creation and terri-
torial development are the priorities.

In fragile, crisis and post-crisis countries,
flexible instruments, mainly grants, are
mobilized. In 2016, AFD also set up a faci-
lity with a minimum of EUR 100m a year to
reduce vulnerabilities and prevent crises
through upstreamactiononthe weaknesses
which fuel them.

In the other developing countries, which
are mainly located in Asia and Latin Ame-
rica, promoting regulated globalization that

builds a responsible model for the environ-
mental and social aspects is the guiding
principle for AFD Group's activity. The French
State makes no financial effort to finance
the major emerging countries, exceptin the
context of technical expertise, which will be
strengthened, in particularin the field of the
fight against climate change.

Finally, in 2016 the French Government
authorized AFD to launch prospecting acti-
vitiesinthe Western Balkans, with theaim of
assessingthe relevance and conditionsofan
activity inthese countries for which develop-
ment and stability are priorities for France.

Agence Francaise de Développement

contributes to financing projects

2 - Analysis of proposals

Submitted to AFD for financing

Especially of the project’s objectives and conformity with
AFD’s priorities for operations in the country in question

3 - Feasibility study
Generally entrusted to external consulting firms

4 - Analysis of feasibility studies and financing requests
Analysis of the economic, social and environment effects
of projects, their compliance with France’s aid policy,

the financing plans, corruption, environmental, social,
economic risks...

5 - Negotiation on

the financing terms

6 - Financing requests sent to AFD
Agreement on project content and financing terms

7 - AFD makes decision on the financing

8 - Signing of loan or grant agreements

9 - Physical implementation of projects

Selection of companies in accordance with local law
and in compliance with AFD’s procurement principles
(competitive bidding in particular)

9 - Disbursements of financing

Control of compliance with the clauses set out in the
agreement. Vigilance over the risks of money laundering,
terrorist financing and corruption.

Technical and financial monitoring of the project

10 - Repayment to AFD in the case of loans

11 - Ex post evaluation of the project

Evaluation of the achievements,

their viability and their economic,

social and environmental impact.
In 2016: 45 projects evaluated (29 evaluations)
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Contributing to sustainable operations with
a high impact on development involves
being responsive to leaders and contracting
authorities and attentive to their needs and
concerns, in order to define and propose
appropriate financial instruments. This re-
quires adialogue and negotiation, which are
structured throughout the various stages of
the project cycle.

4.1.3 Measure, prevent and limit
debts risks

Due to the very nature of AFD’s role as a
development agency, and in particular the
subsidiary and/or incentive nature of the
institution’s operations, the acceptable level
of credit risk for AFD’s operations may some-
times be higher than with traditional banking
institutions. Indeed, AFD Group needs to be
able to operate: in difficult geographical
areas, with risky counterparties, with long-
term maturities.

AFDand its subsidiary PROPARCO use a risk
analysis to take into account the debt risks
of the countries where they operate (macroe-
conomic risks, country risks, credit risks of
counterparties...),which allowthemtoassess
the opportunity of lending.ARisk Committee
meets at least twice a year to analyze the
macroeconomic risks of the country of ope-
ration, as well as the credit risks of coun-
terparties, and make recommendations to
Senior Management in this respect.

In terms of loans to States, AFD fits in with
a series of international debt reduction ini-
tiatives: Paris Club, IMF Heavily Indebted
Poor Countries Initiative, Debt Sustainability
Framework...

Bond issues:

EUR
4.892bn"

“This indicator was controlled by KPMG during the
Management Report audit.
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Consequently, AFD usesvarious international
standardstodetermine its capacities to ope-
rate via sovereign loans in LDCs, as well as
the Lagarde Doctrine and Debt Sustainability
Framework (DSF)."

For credit risk exposure to their non-sove-
reign clients, AFD and its subsidiary PRO-
PARCO seek to obtain adequate coverage
via guarantees (personal or similar and real).
These guarantees are subject to a periodic
in-house valuation which, depending on
the case of the type of guarantee, takes into
accountthe quality of the guarantor and the
geographical area of operation.

The debt restructuring for developing coun-
tries conducted by France is one of the solu-
tions provided to address the payment dif-
ficulties experienced by indebted countries.
Thisrestructuringis partof the framework of
the Paris Club for which France, represented
by the General Directorate of the Treasury, is
the Chair and provides the General Secreta-
riat. The Paris Club, in association with inter-
nationalfinancialinstitutions,including AFD,
comes up with coordinated and permanent
solutionstothe payment difficulties ofinde-
bted countries via debt relief. This debt relief
may be obtained through rescheduling or, in
the case of concessional treatment,areduc-
tion of debt service obligations for a defined
period (flow treatments) or at a fixed date
(stock treatments).

For countries which come under the Heavily
Indebted Poor Countries (HIPC) Initiative,
the French Government has set up a pro-
gressive and specific mechanism to write
off the balance of public liabilities that it
continuedto hold over these States after the
intervention of the Paris Club. This mecha-
nism, for which AFD is the operator, provides
for the beneficiary country to sign a Debt

4.2 AFD: “NON-PROFIT”
FINANCIAL MODEL

AFD’s “non-profit” financial model aims
to cover its operational banking and non-
banking charges and the charges fromthe
cost of risk of its activity.

The interest rate of the credit products is
consequently made up of the cost of the
financial resource, plus a margin cove-
ring the overhead costs, as well as the
estimated cost of risk and, where appro-
priate, less an interest subsidy, the level
of which varies depending on the nature
of the borrower and the State of which it
is a national.

In all cases, the borrower benefits from
soft conditions (for both the rate and
maturity) to which AFD has access on

Reduction-Development Contract (C2D)
with France, under which the repayments it
makes forthe loans in question are paid back
toittofinance poverty reduction programs. It
is consequently a mechanism which trans-
forms loans into grants.

""The DSF is a coordination tool between donors which
makes it possible to stop lending to a country whose debt
exceeds the sustainability thresholds. In this context,
AFD only lends in cases where there is a low risk and
continues to lend for a year in cases where a country goes
from a low risk to a moderate risk. AFD does not lend
when there is a high risk.

financial markets thanks to the quality of
its signature.

Since 2004, and pursuant to the amended
Article 79 of the Amending Finance Law
n°® 2001-1276 of December 28" 2001, the
State may receive a dividend.

AFD finances itself on financial mar-
kets, in the form of public bond issues. In
2016, the volume of bond issues stood at
EUR 4,892m.The good rating of its issues
in turn allows it to allocate soft loans to
its beneficiaries.

AFD is also mandated by the State
to finance, through grants, projects
or programs that benefit the poorest
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countries. The cost of appraising and
managing this financing is covered by
budgetary resources.

The contribution made by the Ministry for
Europe and Foreign Affairs allows AFD
to finance projects in the form of grants
and support NGO initiatives. The financing
from the Ministry of the Economy and
Finance is used for certain operations
(budget support, etc.), as well as to sub-
sidize loans, i.e. bear the cost of part of
the interest rate on loans and, therefore,
reduce its cost for the beneficiaries. AFD
consequently turns EUR 1 of public money
into EUR 11.5 of loans. Finally, certain pro-
jects in the French overseas territories
are supported by funds allocated by the
Ministry of Overseas France.

Thanks to its capacity to raise funds on
financial markets on the best terms and
devise innovative cofinancing, AFD allows
its beneficiaries to benefit from better
financing conditions.

Its equity capital is invested in order to
generate stable products which finance
the non-banking activities conducted by
AFDasa publicinstitution, with the agree-
ment of the State: knowledge production,
financing of studies, supportand advice to
French public authorities.

Following AFD’s request to the banking
supervisory authorities to change its sta-
tus as a credit institution under French
law to the status of financing company,
on June 30™ 2017, the European Central
Bank delivered a favorable opinion. From
this date, AFD’s status under French law

is consequently that of a financing com-
pany. This change in status does not affect
AFD’s EPIC public enterprise status under
French law.

4.2.1. PROPARCO’s
financial model

PPROPARCO, AFD’s subsidiary, contri-
butes to financing the private sector in
developing countries, by offering loans,
equity investments and guarantees in
foreign currency and in local currency.
It finances profitable companies whose
activities contribute to creating jobs and
decentincomes, providing essential goods
and services, and combating climate
change in developing countries.

PROPARCO is one of the main Euro-
pean development finance institutions,

with which it conducts a number of
joint operations.

State resources:

EUR
061m

Grants' — Foreign countries:

EUR
323m”

4.3 AFD GROUP’S
GOVERNANCE

AFD Group’s governance is based on a
group of structures which guarantee
the transparency of its operation and its
sound management. This governance is
regulated by a body of legislative texts
(banking law, decrees defining AFD’s sta-
tutes, conclusions of the Interministerial
Committee for International Cooperation
and Development - CICID, in-house regu-
lations and procedures).

4.3.1 AFD’s Board of Directors

Operation of the Board of Directors

Pursuantto Article R.513-35 of the Mone-
tary and Financial Code, AFD’s Board of
Directors deliberates on the institution’s
strategic orientations and approves: the
Contract of Objectives and Means and
the agreements on operations managed
on behalf of the State; AFD’s financial
supporton its own behalf,on behalf of the
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State or other third parties and manage-
ment mandates; the annual amount of
borrowing to be contracted by AFD; an
estimate of operating income and costs;
the general conditions of financing; the
annualaccounts and managementreport;
the acquisitions and sale of real estate;
the creations or closures of agencies or
representations; AFD’s interest transac-
tions and arbitration clauses;the appoint-
ment of auditors. The Board of Directors
is informed of the quality evaluations,
analyses and assessments concerning
AFD and its operations.

The Board of Directors may delegate part
of its powers, to the extent that it deter-
mines, to three specialized committees
(for operations in the French overseas
territories, for operations abroad, for sup-
port tothe initiatives of non-governmental
organizations).

PROPARCO fulfills its mandates on the
basis of a multifaceted governance.
Alongside its majority shareholder AFD,
it gathers French, African and Latin
American public and private financial
institutions, service companies, industry
leaders active in its countries of opera-
tion, as well as investors, ethical funds
and foundations.

At December 3112016, PROPARCO’s share
capital stood at EUR 693m. AFD is the
majority shareholder with 65%.

The balance sheets, main ratios and indi-
cators and income statements of AFD
and PROPARCO are set out in AFD Group’s
Registration Document.

Project grants:

EUR
213m"

2 Comprising: project grants, FEXTE, NGO financing and
global budget support.

v This indicator was controlled by KPMG during the
Management Report audit.

v This indicator was controlled by KPMG during the
Management Report audit.

The operation of the Board of Directors is
formalized inrules of procedure, pursuant
toArticle R.513-36 Il of the Monetary and
Financial Code.The Board of Directors and
its specialized committees met 34 times
in 2016.

Composition of the Board of Directors
and appointment system

Pursuant to Article R. 513-34 of the
Monetary and Financial Code, in addition
to its Chairperson, the Board of Directors
comprises:sixmembers representing the
State, four members appointed due to
their knowledge of economic and finan-
cial issues, one member appointed due
to their knowledge of ecology and sustai-
nable development, four parliamentarians
(two MPs and two senators), two elected
members representing AFD’s staff. The
Chairperson of the Board of Directors is
appointed by a decree based on a report
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by the Minister of the Economy, Minister of
Development, Minister of Overseas France
and Minister of Immigration. Members of
the Board of Directors have a three-year
mandate.

The Board of Directors has 18 members. In
2016, itcomprised 6 women, whichincludes
the Chairperson of the Board. Details
concerning the names, functions and other
mandates and functions of the members
of the management and Board of Directors
are given in AFD Group’s 2016 Registration
Document and on AFD’s website: afd.fr

Remuneration of the members of the
Board of Directors

The mandate of the members of the Board
of Directors is not remunerated. However,
the Chairperson of the Board of Directors
receives a function allowance, the amount
of which is fixed by joint decision of the
Ministers of the Economy, Foreign Affairs
and Overseas France.

The Board of Directors and
its specialized committees
met 34 times in 2016. The
Board of Directors comprises
18 members. It comprised
6 women in 2016, including

the Chairperson of the Board.

CORPORATE SOCIAL
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Conflicts of interest

Independence in the exercise of the func-
tions as a Board member is required by
the “Charter for AFD Board and Com-
mittee Members” It contains provisions to
address any potential conflicts of interest.
Furthermore, the Chairperson of the Board
of Directors and Chief Executive Officer of
AFD, respectively, declare their interests
and assets to the Commission on the
Financial Transparency of Public Life. In
2016, noconflicts of interest were identified
between the duties, with respect to AFD, of
the members of the Board of Directors and
their private interests and/or other duties.

4.3.2 AFD’s Senior Management

The management and administration of
AFD are entrusted to a Chief Executive
Officer appointed for three years by decree.
The Chief Executive Officer represents and
commits AFD and exercises the powers
delegated to him by the Board of Directors.
He relies on a Management Committee for
this purpose, which comprises directors
from AFD Group’s different departments
and divisions. This committee comprised
42 people in 2016, including 13 women.
The remunerations of the Chief Executive
Officer, Deputy Chief Executive Officer and
Associate Chief Executive Officer are given
inAFD Group’s 2016 Registration Document.
It should be noted that there are no fringe
benefits or specific pension scheme, stock
options, or variable remuneration for AFD’s
corporate officers.

4.3.3The Group’s control bodies

AFD Group has several committees to
manage the Group's risks.

The Audit Committee, whichis appointed by
the Board of Directors, is composed of three
tofive members qualified in terms of finan-
cial analysis and risk assessment, at least
one of which is selected from the Board of
Directors. The Audit Committee gives an
opinion to the Board of Directors, whenever
required and at least once a year, on the
financial statements and the effectiveness
of internal audit and risk management.The
Group's Audit Committee is responsible for
verifying the clarity of the information pro-

The permanent control mechanism ensures that due diligence
is conducted related to the monitoring of all types of risks and that
mechanisms guaranteeing the conformity, security and validity of
the operations conducted function properly.

The periodic control function is conducted by the Internal Audit
Department and concerns the conformity of operations, the level
of risk actually incurred, compliance with procedures, and the

effectiveness of the permanent control put in place by AFD.

vided and assessing the relevance of the
accounting methods, assessing the quality
of internal audit, and giving opinions on the
reports prepared pursuant to the Decree
of November 3 2014 on the internal audit
of companies in the banking sector. A
Government commissioner, appointed by
the Minister of the Economy, ensures that
AFD respects its public mandate. In this
context, he can veto the decisions of the
Board of Directors and its different specia-
lized committees.

AFD’'s accounts are audited by two auditors
appointed by the Board of Directors.

Internal audit is the entire mechanism
which allows Senior Management toensure
that the operations conducted, the organi-
zation, and the procedures put in place
comply with legaland regulatory provisions,
professional and ethical practices and the
internal rules and orientations defined by
theinstitution’s executive body. The internal
audit aims to: exercise sufficient control
over the risks incurred to ensure they are
effectively managed; guarantee the reality,
completeness and accuracy of financial
and management information; verify the
integrity and availability of information and
communication systems. AFD Group orga-
nizes the management of its risks on the
basis of the principle that the departments
tasked with risk assessments must beinde-
pendent from the operational departments.

The Group's permanent control mechanism
firstly ensures the consistency, effective-
ness and completeness of and compliance
with the mechanisms put in place to gua-
rantee, at operational level, the conformity,
security and validity of the operations
conducted by the Group and, secondly, car-
ries outdue diligence related to the monito-
ringofall types of risk:credit, market, overall
interest rate, liquidity, settlement/delivery
risks, operational risks, as well as strategic
and reputation risks (which includes envi-
ronmental and social risks). The process to
measure and monitor risks is based on the
exercise of updating risk mapping and on
a mechanism to collect actual or potential
incidents. This mechanism allows reme-
dial and preventive actions to be defined
and their implementation to be monitored,
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with the aim of avoiding any recurrence of
incidents. The most significant information
is communicated to the various levels of the
organization based onanescalation process.

The periodic control function addresses
the conformity of operations, the level
of risk actually incurred, compliance
with procedures, and the effectiveness
and appropriateness of the permanent
control mechanisms put in place by AFD.
It is handled by the Internal Audit Depart-
ment, which is positioned at the level of
Senior Management.

4.3.4 PROPARCO’s governance

PROPARCO is a financing company sub-
ject to the provisions of the Monetary and
Financial Code. Its governance bodies (in
particular the Board of Directors and com-
mittees of the Board of Directors) guarantee
the transparency of its operation and its
sound management.They rely onthe exper-
tise of their members from the public and
private sectors.

PROPARCO’s Board of Directors meets four
timesayear.Itsroleis primarily to determine
PROPARCO’s strategic orientations and
ensure they areimplemented. It defines the
orientations and monitoring policy interms
of taking, managing, supervising and redu-
cingthe risks which PROPARCO is or may be
exposed to. [t approves the annual accounts
and ensures they are sincere.

PROPARCO’s Board of Directors is chaired
by the Chief Executive Officer of AFD Group
and is composed of 16 Directors and 6
Non-Voting Directors. Through the exper-
tise of its members, who come from inter-
national development finance institutions,
the banking sector, the industrial sector
and ethical funds, it consequently plays a
crucial role in PROPARCO’s performance
and development.

In 2016, PROPARCO’s governance was sub-
ject to an external evaluation, which led to
a set of recommendations, which are cur-
rently being implemented.
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4.3.5 Interministerial
Committee for International
Cooperation and Development
(CICID) and Strategic Orientation
Committee (SOC)

AFD is bound to the State under 3-year
Contracts of Objectives and Means and
implementsthe orientations defined by the
Interministerial Committee for Internatio-
nal Cooperation and Development (CICID). *®
The CICID is chaired by the Prime Minister
and is composed of the ministers directly
concerned by development assistance
(Foreign Affairs, Development, Finance,
Education, Research and Higher Educa-
tion, Interior, Defence, Environment, Budget,
Foreign Trade, Overseas France).

CICID’s decisions have no legal or regulatory
value. They are orientations given by the
Prime Minister to the relevant administra-
tions,which subsequently implement them.

The implementation of CICID’s decisions
and changesinthe developmentassistance
policy are supervised by the CICID Co-Secre-
tariat. The meetings of this Co-Secretariat
are chaired alternately by the Minister for
Europe and Foreign Affairs and Minister
of the Economy and Finance. AFD attends
these meetings at the invitation of the Chair.

-+

Find out more about PROPARCO’s governance:

http:/www.proparco.fr/Accueil_PROPARCO/PROPARCO/Proparco_

gouvernance/conseil-d-administration-et-ses-comites

®The 1998 decree for the creation of the CICID is available at:

http:/www.legifrance.gouv.fr/affichTexte.do?cid Texte=JORFTEXT000000753609&categorieLien=cid
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operations with strong impacts for
development requires submitting the
results of action to the judgment and
recognition of stakeholders, including the
State, staff members, the beneficiaries

. The objective of conducting sustainable

R E PO RT I N FO R M of financing, NGOs, but also peer
5 3 organizations, local communities and
residents, national and international
D IA LO G U E public authorities, as well as the financial
and banking world. In this context, one of
the pillars of AFD Group’s Corporate Social

Responsibility commitments is to “Report,
inform, dialogue”




5.1 ACCESSIBLE, CLEAR AND
TRANSPARENT INFORMATION

AFD Group is committed to enhancing
transparency over its activities, in order to
build a relationship of trustand ahigh-qua-
lity dialogue with its stakeholders. It has a
proactive approach to publishing informa-
tion. This approach fits in with internatio-
nal reference standards, within the limits
of professional secrecy and business
secrecy, according to the framework set
by the Monetary and Financial Code and
French legislation relating to the protection
of personal data.

Information about projects financed by
AFD' and its subsidiary PROPARCO is
published:

-> on the Group’s institutional websites.
Two interactive maps provided summa-
ries of 924 projects at the end of 2016
(705 for AFD'® and 219 for PROPARCO'®).
Over 1,400 projects are also published in
amore detailed database;

- for AFD, on its Open Data portal” and the
website of the International Aid Transparency
Initiative (IATI)."® At the end of 2016, 43.7%
of AFD’s activity and 73% of its sovereign
activity'®” had been published on these
websites. In 2016, AFD’s publication efforts
improved its rating established by the NGO
Publish What You Fund (PWYF),ranking it 32
out of all donors, in the “fair” category;

Focus

AFD and the
International Aid
Transparency
Initiative (IATI)
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-> for AFD, on the open platform of French
public data.?

These efforts to improve the availability of
information on projects are part of more
comprehensive reflection on the Group’s
strategy for transparency and accounta-
bility. This reflection will lead to AFD making
aproposal for an overhauled transparency
policy in response to the new issues in this
field, which will be adopted in 2017.

of AFD’s total sovereign

format in 2016.

Finally, in 2017, the scope for transpa-
rency will be extended to non-sove-
reign financing, PROPARCO and FFEM
financing, as well as to decentralized ex
post evaluations.

“These websites at the minimum present information
for each project on the identity of the client, the detailed
description, the sector of activity, the project location,
the provisional start-up date, the technical completion
date, the progress report updated every six months, the
type of financing, the credit amount, the total amount of
disbursements and the communication brief and/or the
presentation sheet of the operation.

'® http:/carte.afd.fr

'8 http://carte.afd.fr/Proparco/fr/

"7 http://opendata.afd.fr/page/accueil/
'®http:/iatiregistry.org/publisher/afd

9% Sovereign financing above EUR 100,000 under
implementation financed in all countries of operation.
N.B.: This indicator was controlled by KPMG during the
Management Report audit.

20 www.data.gouv.fr

In 2016, France continued its efforts
to enhance the transparency of its
international action. It is for this
reason that it decided to join the
International Aid Transparency
Initiative, by asking AFD, its main
operator for Official Development
Assistance, to representitin the
context of this initiative. This
membership should allow AFD to
better comply with the IATI standard
and subsequently improve the quality
of the data it publishes, in response to
the expectations of its international
partners and civil society.

CORPORATE SOCIAL
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5.2 ENHANCED DIALOGUE
B \WITH STAKEHOLDERS

G4-26

AFD Group is aware of the need to provide differentiated and concerted responses and
S8 has made dialogue with its “stakeholders” one of its main objectives.

REGULATORY AND
INSTITUTIONAL
DIALOGUE

Define strategic orientations

Approve AFD’s commitments and
their financial arrangements

Board of Directors and
specialized committees

Inform on AFD’s activities
and analyses

Supervisory Report on the sound financial
authorities management of the institution

Report on the efficient

Regulatory and use of public funds

control authorities

Parliamentarians
0 DEFINE OUR

FRAMEWORK FOR
ACTION AND REPORT

DIALOGU

FOR EFFECTIVE
IN-HOUSE

OPERATIONS

All staff

i | IN-HOUSE
DIALOGUE

representatives

Inform on developments at AFD
and their social consequences

Provide responses to social and
societal issues

Meet staff needs and
expectations

Promote staff commitment

3 0 CORPORATE SOCIAL
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DIALOGUE
ON OUR
OPERATIONS

Discuss our intervention frameworks

Define appropriate means and financial
instruments

Ensure that projects are effective,

Population affected
and civil society

sustainable, and properly implemented

Respond to complaints and concerns
related to the impacts of a project

FOR EFFECTIVE,
SUSTAINABLE AND
APPROPRIATE OPERATIONS

TO SHARE
AND DEVELOP
PRACTICES

Beneficiary of
financing (State,
administrations,
State-owned

and private
companies,NGOs...)

International organizations
(United Nations) and

D |A LO G U E European organizations

WITH
DEVELOPMENT

ACTORS

Report on the commitment and
actions and the impact
of projects

reflection on development issues

Development banks
and international
Contribute to the debate and financial institutions

NGOs, associations,
foundations, local
authorities

Develop, disseminate and
integrate good practices to build
the capacities of development
actors

Private sector

Academic world
and think tanks
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5.2.1 Dialogue on our operations

Dialogue on projects

There is a need to dialogue with authori-
ties, communities and local associations
on projects submitted for financing,
especially when they have environmen-
tal and social risks, in order to take their
opinions and concerns into account and
thereby ensure that living conditions are
improved for populations and that pro-
jectsare sustainable. During the appraisal
and implementation of the projects it sup-
ports,AFD ensures - through clauses and
assistance —-that the contracting author-
ity consults the various stakeholders. For
projects with significant environmental
and socialimpacts, AFD applies the World
Bank’s Environmental and Social Frame-
work, whose revision in 2016 introduces
measures concerning the responsibility
of involving stakeholders at all stages of
a project.”!

Dialogue on strategies

The strategy papers prepared by AFD,
which determine its areas of opera-
tion, in sectors, geographical areas or
for cross-cutting issues, are subject to
consultation with administrations and
stakeholders prior to being submitted to
the Board of Directors. Once these strat-
egy papers have been validated, they are
available on AFD’s website.

In 2016, an in-house project was con-
ducted to assess the usual CSO con-
sultation methods employed by AFD’s
various departments. This process led
to the creation of a function responsible
for coordinating stakeholder dialogue in
the CSR team. Its role will be to contrib-
ute to developing the dialogue process,
particularly prior to the Group’s strategy
definition processes.
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In 2016, this dialogue concerned the new
strategic frameworks on digital technol-
ogies, vulnerabilities and the roadmap on
governance, as well as the evaluation of
strategic frameworks which had reached
completion, such as the frameworks on
education and vocational training, and
food security in Sub-Saharan Africa. Pre-
liminary discussions were also held on
updating the climate strategy.

Since 2015, AFD and PROPARCO’s annual
reports have been systematically pre-
sented to civil society.

Focus
AFD'’s first digital
consultation

In 2016, AFD proposed a digital
consultation to its stakeholders,

in the context of the preparation of
its crosscutting strategy on digital
technologies.

The consultation website received
3,884 visits by 2,374 unique visitors:
30% of visitors were not located in
France and 8% resided in 3 African
countries (Senegal, Cameroon, Cote
d’lvoire).

The participants also represented the
diversity of AFD’s stakeholders: NGOs,
public institutions, researchers, private
companies, but also ordinary citizens.
Six workshops were also organized to

GRI G4-DMA

AFD applies the World Bank’s Environmental and Social
Framework, which has introduced measures aiming to involve

stakeholders at all stages of a project.

communicate on this consultation:

four were held in AFD agencies (Abidjan,
Bamako, Dakar and Douala), and two

in Paris (including one at Numa, an
innovative business combination which
has developed the first coworking space
in France).

A feedback meeting was organized at
AFD on October 7t 2016.

Atotal of 540 contributions were
submitted on the AFD website

and 1,220 votes were cast on the
various proposals. This new form of
consultation, which reaches a broader
public, and particularly CSOs located
in AFD’s countries of operation, is likely
to be developed in the future.

2 Environmental and Social Standards (ESS) 10, “Stakeholder Engagement and Information Disclosure”.

CORPORATE SOCIAL
RESPONSIBILITY 2016

)

19/09/2017 12:55 ‘



5.2.2 Dialogue with
development actors

AFD Group attaches great importance to
dialogue with all actors involved in deve-
lopment: actors responsible for France’s
public policy for development assistance,
parliamentarians, companies, resear-
chers,regional and local authorities, other
development financeinstitutions, interna-
tional organizations... This dialogue gives
a better understanding of what everyone
does, opens up new prospects, feeds
into reflection, and strengthens actions.
The Group has developed partnerships
with over 150 organizations (internatio-
nal donors, United Nations, regional and
local authorities,NGOs,companies, foun-
dations and think tanks).

The Group endeavors to maintain a close
dialogue with civil society organizations
at all levels: institutional, sectoral and
operational.

In 2016, an assessment was conducted
of the past 4 years of the partnership

EUR 444.5m of

direct grants to CSOs
for 2012-2016, including
EUR 289m financing
their initiatives
(“FISONG” window).

3 2 CORPORATE SOCIAL
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with CSOs. It included both the financing
aspects (some EUR 444.5m between 2012
and 2016, including EUR 289m financing
their initiatives) and the dialogue with
French CSOs. A public feedback meeting
was organized on this document, whichis
available on AFD’s website.

NGOs were invited to workshops on trans-
parency and the development of the
Environmental and Social Complaints
Mechanism. Furthermore, AFD Group
pursued its process for openness and dia-
logue with advocacy NGOs, based on their
campaigns and questioning over various

subjects.”

Objective of the dialogue Forms of dialogue

International
and European
organizations

Report on the commitment
to international initiatives
(SDGs, Global Compact...)

Financing of international
initiatives

Global Compact:
participation in the
Steering Committee and
Annual Report...

Development
banks and
international
financial
institutions

Have common tools
Integrate best practices

Sectoral cooperation,
cofinancing, joint exchange
programs...

Private sector

Influence private sector
practices

Integrate private sector good
practices and solutions

Symposiums and events

PROPARCO’s “Private sector
and Development” magazine

Investors’ Club...

Academic Disseminate reflection Publication of studies, wor-
world and Integrate good practices king groups, forums...
think tanks

CSOs Ensure that projects are Partnerships and/or

effective and sustainable
Consult civil society on AFD’s
strategic choices

Communicate on the
use of Official Development
Assistance

consultation during the
preparation,implementation
and evaluation of projects

Dialogue on strategic
intervention frameworks

Working groups,
joint seminars and
communication on
specific themes

2 Questioning over subjects concerning food security, the climate, transparency, Official Development
Assistance budgetary allocations, led to meetings with NGOs including: Oxfam, Action Against Hunger, One,
Publish What You Fund, CCFD-TS, Coalition Education, Climate Action Network.
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5.2.3 Regulatory and
institutional dialogue

AFDis held accountable to a wide range of
stakeholders defined by legislation. This
accountability is applied at the Board of
Directors, whose members include line
ministries, parliamentarians, NGO repre-
sentatives and staff representatives, but
also with social bodies and via institu-
tional and regulatory reporting docu-
ments (parliamentary reports, Group
Registration Document, social report,
economic and social database, etc.).

Board of
Directors and
specialized com-
mittees (Audit,

Approve AFD’s

commitments and their
financial arrangements

Regular meetings
and committees

Definition of framework

Objective of the dialogue Forms of dialogue

f le) documents
or example . L
rexamp Delegations to specialized
committees
Supervisory Define the strategic Joint preparation of
authorities orientations framework documents
Be accountable for the Contract of Objectives
efficient use of public funds | and Means
Make financing sustainable | Management control/Audit
Regulatory and Be accountable for Publication of
control the sound financial a Registration Document
authorities management of Possible hearings

the institution

Financial Market Authority
(Art. 225 Grenelle 1)

Parliamentarians

Inform parliamentarians of
AFD’s activities and analyses

Hearings before
parliamentarians:
questions/answers

Parliamentary reports

5.3 RESPONDING TO GRIEVANCES
BY STAKEHOLDERS

In 2016, AFD finalized the preparation of
its Environmental and Social Complaints
Mechanism. This mechanism allows any
person or group of persons affected from
an environmental or social perspective
by an AFD-funded project to submit a
complaint. For example, complaints may
concern issues related to pollution, the
destruction of natural resources, land
grabbing, forced displacement, working
conditions, or human rights.

Consultation with civil society organiza-
tions was conducted in 2016.

The mechanism functions under the
supervision of AFD’s Ethics Advisor, who
reports to the Chief Executive Officer and
ensures its independence from the ope-
rational departments. The mechanism
Secretariat, which is housed in the SPC/
SPR Department, has been operational
since early 2017. It manages its opera-
tion, handles its in-house and external
communication, follows the complaints,
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and is responsible for coordination with
both the project teams and the panel of
independent experts, who are important
actors in the mechanism. This panel han-
dles complaints by assessing their eligi-
bility. It subsequently, where appropriate,
either conducts dispute resolution with
all the stakeholders, or an audit to deter-
mine whether the project subject to the
complaint complies with AFD’s environ-
mental and social procedures, or imple-
ments both methods. The panel has been
recruited following a call for tenders and
comprises three international experts for
an initial period of one year: Jean-Roger
Mercier, Ed O’Keefe, Maartje van Putten.

AFD’s website page dedicated to the
mechanism has been online since the
first half of 2017: http:/reclamation.afd.fr

Therules of procedure for the mechanism,
its presentation brochure, and a com-
plaints form can be downloaded from the
page in two language versions. This list of

the complaints received, their status, the
summaries of the handling reports and
the mechanism’s annual report will gra-
dually be published on this page.

Preliminary discussions have been held
with the members of the international
network IAMnet (Independent Accounta-
bility Mechanisms Network), with a view
to forthcoming AFD membership.

In late 2017, PROPARCO will join the joint
DEG/FMQ mechanism.Close cooperation
with the AFD mechanism is planned.

CORPORATE SOCIAL
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5.4 COMMUNICATING ON OFFICIAL
DEVELOPMENT ASSISTANCE ISSUES

AFD Group actively communicates on deve-
lopment and international cooperation
issues in order to allow French citizens to
express their expectations, their vision and
their questions in terms of the subject. To
this end, it organizes a number of events
to encourage dialogue and the sharing of
ideas. Development education is now an
integral part of AFD’s mandate.

In line with this new mission entrusted to
AFD by the Government in November 2016,
the communication strategy aimsto inform
the French public about the Sustainable
Development Goals (SDGs).

The SDG system using the character Elyx,
created with the artist Yacine Ait Kaci (stand,
postcards, posters), was used for several
eventsin 2016, forexample,at the Solidarity
Fair, Solidays and the Education Fair.

Inthe context of the partnership with Institut
de lEngagement,? AFD officers have led a
series of workshops on the SDGs for young
people between the ages of 16 and 28.

Another focus is the “Born Somewhere”
project: an immersive exhibition which
invites visitors to step into the shoes of
inhabitants from various countries and
territories—Cambodia, Niger, Cameroon,
Morocco, Colombia, Nigeria and French
Polynesia—and discover sustainable deve-
lopment issues through them. This expe-
rience targeted a broad public—both young
and adult and largely unaware of develop-
ment issues. At the same time, it focused
on schoolchildren and was part of a more
extensive mechanism aiming to sensitize,

train and mobilize the citizens of tomorrow
interms of addressing sustainable develop-
mentand international solidarity challenges.

In February-March, in Lyon (1.55 million
inhabitants), 9,500 people visited the exhi-
bition, including 3,500 young people and
their supervisors; in September-October,
in Roubaix (113 million inhabitants), 5,200
people visited the exhibition, including
3,250 young people and their supervisors.
The results of the impact studies conducted
with visitors were extremely positive. The
exhibition was given an average score of
8.4/10;90% of respondents said they would
like tocome back and 96% of them found the
exhibitioninstructive. The results of the study
concerning school groups follow this trend.

Other projects are underwayin 2017,with the
aim of strengthening actions on the SDGs in
AFD’s external communication strategy.

Finally, an “AFD and the SDGs” page has
been putonline on AFD’s website. For seve-
ralyears now, AFD has also been coordina-
ting a blog for reflection and debate “Ideas
for Development”, which is open to all deve-
lopment actors (AFD experts, researchers,
NGOs, private sector, institutions, local

{-

Find out more about the list of events which AFD contributes to:

https:/www.afd.fr/actualites/agenda
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RESPONSIBILITY 2016

@

RapportRSO v18-eng v4.indd 34

10,000

unique visitors a month on the ID4D website.

authorities...). In 2016, this website had
a total of some 10,000 unique visitors a
month. Some 90 posts and interviews were
published between January and December
2016. An “MDGs and SDGs” section was
created on this blogin 2016.

At the same time, AFD organizes a cycle
of conferences with the same name (“The
ID4D Conferences”).? In 2016, 10 ID4D
conferences were organized, including 6 in
Paris, 1 in Brussels, 1 in Lyon, 1 in Guinea
and 1inVietnam.

From the film “Tomorrow”
to “Born Somewhere”,

since 2016, the SDGs have
been central to AFD’s
communication strategy,
with special events for the
French public and experts in

the sector.
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Focus

PROPARCO

Private Sector

& Development
(PS&D): facilitating
private sector
experience-
sharing for
development

Private sector operators are key players
in the development of low-income
countries and have direct hands-on
experience of the issues facing the
economies of these countries. To
promote this experience, since 2009,
PROPARCO has been leading the
Private Sector & Development (PS&D)
initiative, which comprises a thematic
magazine and (since 2015) a blog with

contributions from these operators, who
highlight the solutions implemented

to overcome the specific constraints

of these countries. By disseminating
the operational experiences of private
sector players, the PS&D initiative

aims to catalyze the development of

a sustainable and structural private
sector in low-income countries. In 2016,
3 PS&D magazines were published, with
a total of 28 articles on three topics:
social business, air transport in Africa,
insurance in Africa. 12 articles and 9
videos of testimonies by entrepreneurs
were also published on the blog.

The contributions of the blog and
magazine are disseminated as
extensively as possible in French
and English among economic and
institutional actors from French
civil society and in our countries of
operation, by e-mail to a mailing list,
by post to subscribers, as well as on
PROPARCO’s social networks.

To follow on from these contributions,
specialized conferences for exchanges
with civil society are organized once or
twice a year, in partnership with AFD.

For example, a conference on CSR: “CSR:
An opportunity for African businesses?”
was organized on February 9" 2016, as
well as an ID4D conference on social
business: “Social business: How to

scale up?”, which was held on

March 22" 2016. Each of these events
gathered over 120 people.

In April 2016, PROPARCO also organized
a conference on Corporate Governance,
with its development bank partners. This
conference gathered some 130 people
and allowed a varied public to discuss
corporate governance practices in
France and Africa and to address the
issue of the presence of women on the
boards of directors of companies.

Finally, PROPARCO has organized regular
sessions for exchanges with non-
governmental organizations on specific
themes related to project financing.

2 Institut de lEngagement is an association which identifies and assists young people who have shown remarkable
qualities during a general interest mission, but who do not have the qualifications, financial means or professional

network to conduct a project which matches their potential.

% http:/ideas4development.org/
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Sustainable development is

reference for all AFD Group’s opée
activities. The beneficiaries of the G
financing are in turn vehicles for susta
development and act as catalysts for goo
practices in developing countries. The role ©
development finance institutions is to suppo
and promote this movement.

This commitment to sustainable development
leads to greater account being taken of the
impacts of the funded actions, as well as
the economic, social and environmental
issues facing the Group’s partners. AFD is
firmly committed to continuously achieving
progress and implements this commitment
ustainable development through a
d objective: prevent risks and promote
e impacts that projects have on
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Aim of more effectively controlling
project-related risks

AFD Group needs to be careful to ensure
the proper use of the financing (loans, gua-
rantees, grants and equity investments) it
allocates andinterms of the reputationand
good governance of the companies it grants
itsfinancingto.This requires implementing
a process to control the risks of the misap-
propriation of aid, corruption, fraud, money
laundering and terrorist financing.

Controlling the environmental and social
risks of funded projects is another point
requiring vigilance. To this end, AFD and its
subsidiary PROPARCO implement proce-
duresto control risks and improve the qua-
lity of projects, as well as the environmental
and social performance of the beneficiaries
of financing.

Aim of making a positive contribution to
sustainable development

Economic development, the fight against
poverty and inequalities, biodiversity

6.1 MANAGING THE

ENVIRONMENTAL AND SOCIAL

IMPACTS OF PROJECTS

Anumber of development operations may
involve risks vis-a-vis the environment and
the populations concerned.

The approachtaken by AFD Groupis based
onthe World Bank Safeguard Policies and
International Finance Corporation (IFC)
Performance Standards and involves (i)
assessing the environmental and social
risks and impacts of each project sub-
mitted to the decision-making bodies and
the remedial measures already planned
to be implemented by the beneficiaries
of the financing; (ii) proposing additional
measures to be implemented by the bene-
ficiaries, which aim to limit these risks
or offset the effects; (iii) monitoring the
implementation of these measures during
the implementation phase of the opera-
tion; (iv) managing unforeseen events;
and (v) improving project quality and the
environmental and social performance of
the beneficiaries of its financing.
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Focus

Working for pro-
gress by perma-
nently establishing
the environmental
and social risk
management
approach

In 2016, AFD conducted a qualitative
evaluation of the content and monitoring
of the implementation of Environmental
and Social Management Plans (ESMPs)
and Resettlement Action Plans (RAPs). It
concerned a significant sample of these
projects. This analysis is an extension

of an initial quantitative analysis
conducted in 2014 of the ESMPs of a
hundred or so operations with high E&S
risks in AFD’s portfolio.

This qualitative evaluation came up
with a number of potential areas for
improvement, including:

-> strengthening the operational nature
of the ESMPs and RAPs;

-> a greater anticipation and more
effective coordination with the project

conservation, the management of natu-
ral environments and resources, the fight
against climate change, and the preserva-
tion of the atmosphere are all sustainable
development issues integrated into the
Group’s strategic intervention frameworks
and into the implementation of projects.

AFD and its subsidiary PROPARCO measure
the expected impacts and the outcomes of
funded projects, for the purposes of learning
and improving operational strategies and
future projects.

GRI G4-14

G4-DMA

appraisal cycle, in order to leave the time
required to prepare high-quality ESMPs
and RAPs;

- improving and systematizing the
integration of the content of the ESMPs
and RAPs into the bidding documents
for the design, construction and/or
operation of projects;

- strengthening the operational nature
of the monitoring methods for the
implementation of the ESMPs and RAPs
(indicators, quality of E&S monitoring
reports...), in particular concerning the
impacts on the populations affected by
the projects;

-> to meet these objectives, pursuing
and strengthening training actions
on E&S risk management for officers
responsible for appraising and
supervising projects;

-> mobilizing and involving contracting
authorities more in the preparation of
ESMPs and RAPs in order to increase
their ownership of the issues related
to the E&S risks of projects and their
capacities to control them.

The lessons learned from these
evaluations have fed into reflection

on ways of improving the
“Environmental and Social Risk
Management Policy for Operations
Financed by AFD in Foreign Countries”
Consequently, it will be possible to
submit a new formulation of this policy
to AFD’s governance bodies in 2017.

CORPORATE SOCIAL
RESPONSIBILITY 2016
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Focus
Measuring the
ESG impacts
and support at
PROPARCO

PROPARCO has environmental and
social performance tools and indicators

In terms of governance, PROPARCO
also conducts a corporate governance
assessment of the companies in
which it takes an equity stake

and monitors, where required, the
implementation of improvement
measures negotiated with its client.

An evaluation of the E&S monitoring
indicators established in this context
will be finalized in August 2017. It will
assess the results for the projects

and portfolio, improvements in client
performance, and the support provided

to monitor these commitments: job
retention or creation, the reduction of
CO, emissions, access for populations
to essential goods and services,

and support for companies on
environmental, social and governance
issues. Consequently, the new strategy
focuses on PROPARCO’s role in assisting
its clients on these issues through
advice or technical assistance.

In addition, Africa remains a core priority
for PROPARCO - “the most African”
development finance institution.

GRI G4-FS11

to strengthen the environmental and

by PROPARCO.

social monitoring of projects (since

2014). Monitoring is systematically
conducted by independent consultants
and/or PROPARCO’s teams for the

higher-risk projects.

Furthermore, in 2016, PROPARCO
adopted a new strategy with the
objective for 2020 of doubling the

volume of commitments (to EUR 2bn
of commitments a year in 2020) and
tripling the impacts on development.
Five indicators have been defined

6.1.1 Environmental and social risk management during the project cycle

E&S RISK MANAGEMENT THROUGHOUT THE PROJECT LIFE CYCLE

the impacts

PRE-FILTER

IDENTIFICATION

AFD

- Exclusion list
- Climate mandate
- E&S classification

- Provisional sustainable
development opinion

PROPARCO

- Exclusion list

- Climate mandate

- E&S classification

- Level of E&S due diligence

CORPORATE SOCIAL
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«e++ Assess the environmentaland ssececcccccecce
social risks and impacts of each project
submitted to the decision-making bodies

<«+«+ Propose appropriate measures to <ce--
limit exposure to these risks, or offset

-+« Improve the quality of projects and environmental
and social performance of beneficiaries of financing

e0cc0ccc0cc000c0 000

eccccoe

ASSESSMENT
OF RISKS AND
IMPACTS

AFD

- Final sustainable development
opinion and action plans

- Higher-risk projects: validation
of impact assessments and E&S
action plans prepared by the
contracting authority

PROPARCO

- E&S audit of companies and/
or analysis of E&S gaps in the
impact assessments compared
to IFC standards

- Carbon footprint
- Definition of E&S action plans

«+++s Formalize
these measures
by contract

eecccccccce

DECISION

AFD

- Sustainable development
opinion included in the note to
the Board of Directors

- Inclusion of the contracting
authority’s E&S commitments
in the financing agreement

- Requests for reporting

PROPARCO

Inclusion in the legal
documentation of:

- E&S clauses
- Action plans
- Requests for reporting

... Monitor the
application of these
measures during
the operation’s
implementation
phase

...« Manage

« unforeseen

¢ events

SUPERVISION
AFD

- Monitoring of the
implementation of the
E&S commitments by the
contracting authority

- Analysis of and report on the
effectiveness of the process
by AFD based on periodic
reports produced by the
contracting authority and/or
supervision missions

PROPARCO

- Monitoring of the
implementation of the E&S
action plans and management
of unforeseen events

- Reporting

- Technical assistance
where required
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Identification

AFD Group does not finance certain pro-
jectsduetocriteria of an ethical,regulatory,
environmental and social nature. These cri-
teria are set out in an exclusion list, which
is validated by the Boards of Directors of
AFD and PROPARCO and published on
their websites.? In addition, in line with
its Strategic Intervention Frameworks, the
Group ensures that none of the projects it
finances, whoever the initiator, contribute
to forest degradation or deforestation and
does not finance the purchase, promotion or
multiplication of genetically modified seeds.
Inaccordance with the law on development
and international solidarity, AFD Group
refuses to finance coal-fired power plants.

The assessment of environmental and
social risks is crucial prior to any decision
to allocate financing. There is a typology of
risks for each sector, to which AFD Group
responds in an appropriate manner via its
environmentaland social risk management
process. A set of tools for ex ante assess-
ment and environmental and social moni-
toring has been putin place for this purpose.

The monitoring of the environmental and
social risk distribution concerns all AFD
and PROPARCO “project” operations,
whether they are financed directly or via
financial intermediaries (banking institu-
tions in particular). For 2016, all AFD and
PROPARCO projects were subject to an
environmental and social analysis and
assessment, with tools adapted to the
level of risk.

Givenits specific features and environmen-
taland socialimpact, which is negligible or
impossible to assess, AFD’s “non-project”
financing is currently not subject to an
environmental and social assessment.
This is, in particular, the case for Global
Budget Support (GBS), loan refinancing
for Heavily Indebted Poor Countries, the
Study and Capacity Building Fund (FERC)
and the Governance Capacity Building
Fund (FRCG). This is also the case for
financing by the French Facility for Global
Environment (FFEM) for projects initiated
by NGOs and by MEAE, which have specific
appraisal procedures.?

* https:/www.afd.fr/media/download/4070

%1n 2016,99.9% of commitment approvals were subject
to an environmental and social assessment. For the
breakdown of commitment approvals by financial
instrument, see p.158 of the Registration Document (link
in the Appendix).

2016 classification of projects by their level of environmental and social risk

Environmental and social risks of AFD’s portfolio in 2016
(% of the number of project commitments)

9%

Environmental and social risks of AFD’s portfolio in 2016

(% of the amount allocated)

9%
B+ 57 20% B+ 2,248 32%
B 67 23% B 1,967 28%
C 101 35% C 1,146 16%
IF?7-A 12 4% IF-A 676 10%
IF-B 13 4% IF-B 259 4%
IF-C 14 5% IF-C 56 1%
TOTAL 290 100% TOTAL 6,951 100%

Environmental and social risks of PROPARCO’s portfolio in
2016 (% of the number of project commitments)

Environmental and social risks of PROPARCO’s portfolio in
2016 (% of the amount committed)

8% 10%
B+ 13 20% B+ 304 31%
B 2 3% B 34 3%
C 0 0% C 0 0%
IFA 12 18% IFA 245 25%
IFB 22 34% IFB 233 24%
IFC 1 17% IFC 63 6%
TOTAL 65 100% TOTAL 977 100%

? Fls: Financial intermediaries.

CORPORATE SOCIAL 39
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Appraisal

For the higher-risk projects, the contrac-
ting authority conducts specific studies,
with support from specialized consultants,
suchasanimpactassessmentand environ-
mentaland social audit, which describe the
environmentaland social risks and impacts,
and propose the mitigation measures to be
implemented. They are generally set out in
an Environmental and Social Management
Plan (ESMP).

For companies and financial institutions,
AFD Group can request additional studies
or audits in order to assess the compliance
of their environmental and social manage-
ment systems with international standards.

Decision

Following these procedures, the Group’s
specialized teams define specific environ-
mental and social clauses and environ-
mental and social commitment plans and
management plans, which are included in
the financing contractual documentation.
Theirimplementation is monitored regularly,
with support fromindependent consultants
for the higher-risk projects.

Furthermore, attention is paid to ensure
that the beneficiary takes the environmen-

6.1.2 Due diligence by sector

AFD Group has adopted general policies to
ensure that the Sustainable Development
Goals are respected and promoted in all its
activities.Italso hasa crosscuttingexclusion
listwhichindicates the types of project that it
apriorirefusestofinance duetocriteriaofan
ethical, regulatory,environmental and social
nature. Finally, it applies sustainable deve-
lopment policies to its sectors of operation,
which are described below:

AFD Group appraises very few operations
in the mining sector. For the operations
appraised inthis sector, AFD and PROPARCO
carefully examine the institutional environ-
ment and ensure that the companies and
governments strengthen the governance
of the sector and improve their standards
in terms of the management of the impacts
thattheir activities have onthe local environ-
ment and governance of the sector.

AFD applies enhanced due diligence for
projects to finance major dams, which
includes taking into account issues related
to natural resources and biological diversity,
health, safety and working conditions, land
acquisition, involuntary displacement and
population resettlement, dam safety with
regard to the impacts of climate change, etc.

9
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tal and social dimension into account in
the bid invitations, in order to give priority
to responsible companies in the award of
works contracts, especially for those with
high impacts, and ensure that the recom-
mended mitigation measures will actually
beimplemented. AFD has developed model
bidding documents for this purpose, with
enhanced environmental and social
clauses,which are proposed to contracting
authorities for the implementation of high-
risk works. This procedure is now generally
applied, as the model bidding documents
for works contracts now systematically
contain enhanced environmental and
social clauses.

Supervision

AFD Group’s specialized teams monitor the
implementation of the environmental and
social commitments by the beneficiaries of
financing, through the monitoring reports
they prepare, supervision missions, or with
support from specialized consultants.

For projects with the highest environmental
and social risk cofinanced with multilateral
donors,itis necessary to provide fora Com-
plaints Mechanism to be set up to allow the
contractingauthority to handle complaints.
This mechanism gives people who may be

“Zero deforestation” target

AFD Group ensures that none of the
projects it finances, whoever the initia-
tor, contribute to forest degradation or
deforestation. Conversely, the agricultural
projects supported must promote the
conservation and restoration of forest
areas and ecological corridors. The
programs to extend or rehabilitate large
plantations of perennial crops and for
monospecific forestry apply an exemplary
“zero deforestation” policy. This policy
requires that there is no loss of primary
forests or biodiversity and compensation
actions for any loss of secondary forests.

Respect of land rights

The Group uses the “Operational Guide
to Ex Ante Analysis of Agricultural
Investment Projects that Affect Land”
(perennial plantations, agro-industrial
crops, hydro-agricultural, pastoral, forest
structures, etc.). This grid was developed
on the basis of the work of the members
of the “Land & Development” technical
committee, with the active participation
of AFD and PROPARCO. It helps take
account of the criteria for the sustaina-
bility of the investment, the equitable
distribution of added value between
farmers and companies,and compliance
with land rights.

affected by projects the possibility of having
a mechanism to collect and provide a res-
ponse to their complaints and concerns
related to the project impacts.

Finally, in 2016, AFD finalized the prepa-
ration of its Environmental and Social
Complaints Mechanism, which allows any
person or group of persons affected from
an environmental or social perspective by
an AFD-funded project to submit a com-
plaint. This mechanism was launched in
early 2017.%

In early 2018, PROPARCO will join the com-
mon complaints managementmechanism of
the Dutch and German development banks
(FMO and DEG), which was set up in 2013.

% This mechanism is described in more detail in Chapter 5.

Sustainable fishing

AFD Group supports fisheries policies
which aim to maintain or rebuild stocks,
create added value by equipping actors
onshore, obtain the environmental
certification of fisheries, and strengthen
public or professional institutions, which
are essentialin continuously adjusting the
fishing effort and ensuring the measures
adopted are respected.

Renewable energy and energy
efficiency a priority

AFD Group gives priority to financing
renewable energy and energy efficiency,
with the aim of reducing the energy
divide and improving access in rural and
suburban areas, but safe energyisalsoan
objective (protection and strengthening of
energy systems).

19/09/2017 12:55



Gas and hydrocarbons: Towards
energy security and a minimum
environmental footprint

AFD now finances very few projects in
the gas sector. The Group plans to launch
a specific study on the investments it
could support in this sector, specifying its
position, the conditions for its operations
in the different geographical areas, and
the priority focuses for development,
which will need to be part of a proactive
transition combining energy security and
a minimum environmental footprint. It
will, in particular, be necessary to dis-
tinguish operations between countries
which have natural gas resources and
those whichrely onimports. AFD finances
initiatives, alongside the World Bank and
other donors, to limit gas flaring and find
economic opportunities for recovered gas,
on isolated production sites.

AFD appraises very few operations in
the infrastructure sector related to the
extraction of hydrocarbons.

Biofuel development

The Group makes sure that biofuel deve-
lopmentis strictly planned and supervised
to ensure that it benefits local populations,
complies with land rights, and does not
compete with local agricultural food pro-
duction.Italsoensures that this production
is environmentally friendly, is consistent
with the “zero deforestation” target, and
that the carbon footprint is positive.

AFD Group refuses to finance
projects for coal-fired power plants
if they are designed without CO,
capture or storage.

6.1.3 Due diligence
on human rights

AFD Group operates in countries where
human rights are notalways fully respected,
despite the fact that these countries offi-
cially adhere to the relevant fundamental
conventions.

The mandatory due diligence in the field of
operations specifically looks at child labor,
forced or compulsory labor, the impact of
population displacements, the respect of
the rights of indigenous populations, and
the ban on operations in certain sectors.
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related to human rights in 2016.

Consequently, the issue of the application
of international standards forhuman rights
is constantly raised and integrated into
the implementation of all types of project.
AFD Group uses the IFC Performance
Standards and World Bank Safeguard
Policies for this purpose.

[tis obligatory for the financing agreements
signed with partners and beneficiaries
to mention compliance with the ILO
Fundamental Conventions,in order to make
them legally binding.

6.1.4 Training

Various training modules are offered to
Group employees to help them integrate
human rights into project financing,gainan
understanding of the contexts of operations
and, more generally, strengthen in-house
capacities.

- In 2016, 1,188"hours of training were
given at headquartersto officersonissues
related to human rights.? Two 3-day face-
to-face training sessions on E&S risk
management were held at headquarters
in 2016 and had a total of 36 participants
- project managers from headquarters
and executives from local agencies.

- In 2016, PROPARCO once again orga-
nized a training cycle for its investment
officers,whichis led by the “Environment,
Social, Impact” team:

- Training on corporate governance was
given to investment officers from the
Private Equity Division;

- Training on monitoring the E&S commit-
ments of financial intermediation projects
was given to officers from the Banking and
Financial Markets Division.

VThis indicator was controlled by KPMG during the
Management Report audit.

2The training taken into account is training on “gender
and development”, “child labor”, “conflict-sensitive
programming”, “psycho-social programs, vehicles

for development”and “environmental and social risk
management”.

1,188

hours of training were given at headquarters to officers on issues

CORPORATE SOCIAL
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6.2.1 Our results in the field

AFD - Ex post results of 2016

6.2 CONTRIBUTING TOTHE
SUSTAINABLE DEVELOPMENT GOALS

PROPARCO - Overall expected results
of projects committed in 2016

Transport: [

246,000

passengers a day use new or
upgraded public transport.

Poor
neighborhoods:

550,000

people with improved
or secured housing.

Economic fabric:

EUR
405.8m
will be generated in the

countries of operation via
salaries and profits.

Education:

6,000

students will
benefit from
high-quality
services in the
funded facilities.

Energy:

20,000

people connected to the electricity
distribution grid or gaining access
to electrification.

460 @

MW of installed
renewable energies.

=

‘Water and sanitation:

615,000

people gained access to
a sustainable source of
drinking water.

154,000

people gained access to an
improved sanitation system.

Energy:

the generation of

of renewable energy
capacity a year. % .

Health:

1,700

additional beds
installed to increase
the capacity in
hospital facilities.

Education and employment:

860,000
children attending primary
and secondary school. E

114,000 <!

young people received in vocational
training systems.

Employment:

141,926 direct jobs
732,315 indirect jobs

created or maintained in the value chain (suppliers, clients) of the funded

companies, infrastructure and banks.

Microfinance and
economic fabric:

11,500

small businesses have benefited

Agriculture:

650,000

family farms directly supported.

Microfinance:
Access to microfinance for

2.2M people.

Climate:
CO, emissions reduced by

from support or financing.

6.2.2 Sustainable Development
Analysis and Opinion mechanism

In 2014, AFD set up a “Sustainable
Development Analysis and Opinion”mecha-
nism. It aims to ensure that AFD-funded
operations contribute to the different
dimensions of sustainable development,
via a questioning throughout the project
appraisal process. This mechanism invol-
ves a “sustainable development analysis”
conducted by the project team during the
appraisal, which assesses the expected
outcomes - either positive or negative -
for each of the dimensions of sustainable
development,and anindependent “opinion”
setout in the notes to the decision-making
bodies.The sustainable developmentissues
are addressed during dedicated committee

42 CORPORATE SOCIAL
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meetings, from theidentification to the sub-
mission to the decision-making bodies, but
also through an ongoing in-house dialogue
orthrough discussions between the project
teams and the counterpart on the sustai-
nable developmentissues.The “Sustainable
Development Analysis and Opinion”mecha-
nism also involves actions for training in
sustainable development, the analysis of
sectoral and geographical strategies from
the perspective of sustainable develop-
ment, and the analysis of projects (“capita-
lization”) from this perspective. The aim is
to develop methodological tools and coor-
dinate the dialogue with project managers
onthese issues.

The mechanism now covers practically all
AFD-funded projects.®®

680,500

Teq CO, a year.

In 2016, 70% of AFD operations concerned
by this mechanism were subject to a sus-
tainable development opinion. It was not
possible to handle more projects due to
human resources difficulties. However, the
team responsible for issuing opinions was
strengthenedin late 2016.The “Sustainable
Development Analysis and Opinion” mecha-
nism has now also been well integrated
into the project cycle, and the vast majority
of projects have seen an improvement in
terms of taking sustainability issues into
account between the start and completion
of the appraisal.

% On its own behalf and excluding low amounts (and
excluding a few specific sensitive cases which need
to be analyzed from the perspective of sustainable
development).
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Dimension 2
Social well-being and
reduction of social
imbalances
Dimension 3
Gender equality

Dimension &

Biodiversity conservation,
management of natural
environments and resources

Dimension 5

Fight against climate change
and its impacts

C

The external review conducted by World
Resources Institute,as wellas a criticalana-
lysis report by a consultant on independent
opinions,have made it possible to capitalize
onthe mechanism's three years of existence
(includingaone-year pilot phase) and chart
the way forward. For 2017, several develop-
ments have been considered with the aim
of building: i) a more robust methodology,
in line with the SDGs and reducing the
differences between the ex ante appraisal
and ex post evaluation, ii) greater conti-
nuity between projects and strategies, iii)
a mechanism focusing efforts on capitali-
zation,incentives,and the construction ofa
common commitment to sustainability with
counterparts.

6.2.3 Building the capacities of
counterparts and partners

Special attention is given to the capacity
of beneficiaries to successfully implement
their projects, by managing debt risks orvia
capacity building tools.

The aim of the capacity building activities is
to allow the contracting authority to more
effectively manage the works contracts
and handle the specific actions it is res-
ponsible for. Indeed, its lack of experience
may be detrimental to their achievement.

AFD Group’s two main support methods are
to share its know-how (sectoral expertise
and institutional arrangements for the pro-
ject) and finance external expertise acti-
vities (training, exchanges of experience,
technical assistance).

AFD’s Center for Financial, Economic and
Banking Studies (CEFEB) contributed to
building the capacities of AFD’s partners,
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thanks to 69 training actions imple-
mented in 2016, with an increased use of
distance learning, which reaches a wider
audience. This training focused on topics
such as public-private partnerships,
project management, sustainable cities
and territories, and inclusive finance.
In 2016, CEFEB contributed to building
the capacities of over 14,800 executives
(including 13,800 via an MOOC - Massive
Open Online Course). They were mainly
from Sub-Saharan Africa, North Africa
and Southeast Asia. The beneficiaries of
this training come from ministries, public
institutions, local authorities, financial
institutions, companies and NGOs, and
include 72 young professionals enrolled on
a long-term diploma course, the Master’s
Degree course in Public and Private Works
and Project Management (MOPP).

AFD also supports capacity building
with dedicated tools, such as the Study
and Capacity Building Fund (FERC), the
Governance Capacity Building Fund
(FRCQG), and the Technical Expertise Fund
(FEXTE). All AFD’s sectors of activity are
concerned, whether it be for residential
technical assistance and short-term
expertise, or periodic expertise.

In 2016, the education sector was the sec-
tor of operation with the most financing for
capacity building (24.9% of the total), fol-
lowed by “water and sanitation” (19.8% of
the total), “infrastructure and urban deve-
lopment”(19.4%) and “agriculture and food
security” (17.5%).

In2016,EUR 280m of financing (grants, loans
ordelegated funds) was allocated to finance
capacity building for partners,i.e. 2.9% of the
EUR 9.4bn of Group financing approvals.

Dimension 1
Economic development

Dimension 6

Sustainability of project
impacts and governance
framework

Sub-Saharan Africa accounted for 55.5%
of financing for capacity building, with
EUR 156m, followed by multi-continent
financing, with EUR 42m (14.9% of this
financing), Asia with EUR 41.5m (14.75%),
then the Mediterranean and Middle East,
with EUR 24m (8.6%) and, finally, Latin
America and the Caribbean, with EUR
17.6m (6.25%).

PROPARCO manages the technical assis-
tance activity of FISEA (Investment and
Support Fund for Businesses in Africa),
which supports capacity building for
companies located in Sub-Saharan Africa.
FISEA investsinthem either directly orindi-
rectly via investment funds. The aim of the
EUR6.5mtechnical assistance facility is to
contribute to these objectives, by helping
improve the performance of companies
through support for their capacity building:
leadership and organization, marketing,
human resources, financial management,
technical functions. The FISEA fund is
actively involved in the implementation of
the Social Business strategy.

Capacity building and Corporate Social
Responsibility

AFD and PROPARCO contribute to the
dissemination of Corporate Social
Responsibility standards and help the
organizations it finances take ownership
of these practices and implement them.
Consequently, certain projects receive
specific support and technical or financial
assistance in this field.

For example, for several years, PROPARCO
has been developing capacity building
toolsasacomplementtoits financial tools,

CORPORATE SOCIAL
RESPONSIBILITY 2016

GRI G4-DMA

@

19/09/2017 12:55 ‘



GRI G4-DMA

G4-EN12

G4-EN13

@

Focus
Partnership
between AFD

and a Martinique
group: sustainably
strengthening CSR
capacitiesin the
building sector

EUR 280m

were allocated to finance capacity building for partners, i.e.

almost 3% of Group financing approvals.

In 2016, a group in Martinique, one

of the leaders in the building sector,
launched an operation for its external
growth, which aims to strengthen its
position in the West Indies and French
Guiana. AFD participated in the partial
financing of the operation with three
objectives: (i) help maintain or create
jobs in the French overseas territories,
(ii) support the development of a
company in Martinique through the
implementation of its strategy for
geographical diversification and
vertical integration and (iii) assist it in
the preparation of its Corporate Social
Responsibility policy.

companies or insititutions

improved their environmental and
social performance in 2016 thanks
to PROPARCO’s financial support.

For the last component, AFD’s support
resulted in an initial environmental
and social support mission by its
experts with the group. The aim was to
build a mapping of stakeholders and
identify the environmental and social
issues on the basis of the ISO 26 000
standard. The group has continued its
efforts in terms of CSR by conducting
an in-depth diagnostic and adopted

a CSR policy one year after the

launch of the preparatory work for

the in-depth diagnostic. The group’s
CSR commitments are based on an
action plan and will aim to (i) enhance
working relations and conditions,

(ii) improve the economic and
environmental impact of the activity,
and (iii) support local development.

with a range of technical assistance ser-
vices which aim to assist client companies
intheir governance and in-house manage-
ment, or improve their environmental and
social practices. In 2016, 11 new projects
benefited from technical assistance, with
a commitment amount of EUR 0.634m,
and 36 companies, financial institutions or
funds have improved their environmental
and social performance with PROPARCO’s
support.

Theissues of social responsibility and sus-
tainable developmentare also largely inte-
grated into CEFEB's training programs, via

6.2.4 Impacts on biodiversity

AFD has adopted a Crosscutting Intervention
Framework (CIF) on Biodiversity for 2013-
2016 in order to guide actions. The objective
is to protect, restore, manage and develop
ecosystems, mainstream biodiversity into
development policies, and strengthen
partnerships for biodiversity between France
and developing countries.

CORPORATE SOCIAL
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the Master’s Degree course in “Public and
Private Works and Project Management”
(MOPP),®" technical seminars, the LeaD
Campus program, a high-level training
program for young African leaders from
the private sector, or MOOCs developed
with support from AFD/CEFEB. An MOOC
on the energy and ecological transition,
which aims to sensitize AFD’s partners in
emerging countries to issues related to a
more sustainable mode of development,
will be launched in 2017 In addition, the
development of an MOOC on the SDGs
has been initiated in partnership with

For the four years of the implementation
of the CIF (2013 to 2016), the average
annual volume of commitments stands
at EUR 235.7m, for an average objective of
EUR160m. In 2016, biodiversity commit-
ments stood at EUR 337m, with EUR 29.9m
excluding funds delegated by other donors.
The amount earmarked for biodiversity in
2016 is higher than in previous years. This
is due to both a few “earmarked” operations
and the increasing share of “crosscutting”
projects which contribute to biodiversity
conservation.

the Virtual University of Environment and
Sustainable Development (UVED).

Partnerships are also mobilized with asso-
ciations or NGOs, with the aim of building
capacities and raising awareness in terms
of CSR.

! Including an increasing number of participants who
choose dissertation subjects related to this theme.

17 million hectares benefited from conserva-
tion, restoration or sustainable management
programs for biodiversity in 2016.%?

Finally, 15 Group officers followed 40 hours
of biodiversity training in 2016.

32 Cf. Crosscutting Intervention Framework for “Biodiver-
sity”2013-2016 (link in the Appendix).

19/09/2017 12:55



Focus
Partnership with
the association
RSE&PED

to promote
Corporate Social
Responsibility
in Africa

In 2016, AFD renewed its partnership
with RSE&PED, a non-profit
association under France’s 1901

law, which promotes a responsible,
sustainable and fair economy
through awareness-raising, training,
exchanges, information, and the
networking of all actors in developing
countries, particularly in French-
speaking Africa. This partnership fits
in with AFD Group’s commitment to
contribute to building the capacities of
contracting authorities and actors in
the South on these issues.

RSE&PED bases its actions on digital
technologies and a firmly established
base in Africa, thanks to its partners in
about a dozen countries.

The association conducts its
information mission via the website
http:/www.rse-et-ped.info/en/about-
us/, which it set up in 2006. Over 11,800
articles have been published since its
creation, and a free newsletter is sent
to a community of 3,500 people every
two weeks.

The association implements a webinar
program for the training, awareness-
raising and exchanges component. In
2016, 26 webinars were organized on a
wide range of themes related to CSR,
mobilizing over 800 participants and
actors from recognized institutions
(IFC, AFD, OECD, Global Compact, etc.).

6.2.5 Impacts on climate change

The fight against climate change and its
impacts is now a key marker of the identity of
AFD Group,whichwas one of thefirstinterna-
tionaldonorsto mainstream this crosscutting
issue into its practices and operations.

This approach was launched over ten years
ago and is based on the principle that the
fight against climate change and economic
and social development are intrinsically
linked. Climate change complicates poverty
reduction efforts, by causing more and more
frequentand serious damage ineconomically
precarious areas, and can thereby hold back
progressincountriesintermsof development.

Climate change issues are mainstreamed
into AFD’s strategy through objectives
formalized in the “Climate” strategy for
2012-2016:

-> achieve and maintain an objective for
50% of AFD’s annual allocations® and
30% of PROPARCQO’s annual allocations
in developing countries to have “climate
co-benefits”;

change in 2016.
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EUR 3.5bn

committed for the fight against climate

-> systematically assess the carbon
footprint of projects: all directly financed
projects (excluding budget support, finan-
cial intermediation and capacity building)
must be subject to an ex ante analysis of
their level of greenhouse gas emissions;

-> select projects with regard to their impact
on the climate, taking into account the
level of development of the countries in
question. The impact of projects in terms
of greenhouse gas emissions is taken into
account via the application of a selectivity
grid, which may lead to certain projects not
being eligible for AFD financing, depending
on the level of development of countries and
their climate policies. This grid identifies 3
categories: mitigation project (<-10kTeq CO,
a year) or “neutral” project (<10kTeq CO,
ayear), emissive project (>10kTeq CO,a year),
or highlyemissive project (>1mTeq CO, ayear).

In 2016, AFD Group committed over
EUR 3.5bn" for the fight against climate
change, corresponding to a participation
in financing 83" development projects
with “climate” co-benefits. Financing for
mitigation (reduction of greenhouse gas
emissions) accounted for EUR 2,797m - a
sharp increase — and EUR 606m were
earmarked for adaptation projects.

Among the projects with a significant
carbon footprint calculable ex ante, it has
been established thatin 2016,39 mitigation
projects cofinanced by AFD Group will
contribute to reducing or avoiding green-
house gas emissions by 3.6mTeq CO, ayear
throughout their lifespan.

Direct financing for renewable energy
projects accounted for EUR 858m. These
projects contributed toincreasing the hydro-
power generation capacity in Pakistan and
Céte d'lvoire and to the development of solar
energyin Bolivia,Beninand Central America.

AFD was also one of the first institutions to
be accredited as afinancialintermediary for
the implementation of financing from the
Green Climate Fund (GCF), in July 2015. It
obtained its first financing, EUR 15m, from
the GCF in September 2016, for a project
totaling EUR 70m, whichis also financed by
AFD and aims to support a flood risk pre-
vention programin urban areas in Senegal.

PROPARCQO, for its part, officially received
this accreditation during the 15" meeting
of the Green Fund’s Board of Directors on
December 15"2016.

EUR 3.6m

Teq CO, avoided every year thanks to

projects financed in 2016.
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In 2014, AFD Group made its first Climate
Bond issue, for EUR 1bn with a 10-year
maturity. 3 The approach has been built on
the Green Bond Principlesin order to contri-
bute tothe creation of common standards. It
is based on four main principles:the justifi-
cation of the use of the funds, monitoring of
flows,an external opinion and, finally, robust
reporting, which in particular reflects:

->theallocation of fundsforeligible projects,
based on a sectoral and geographical distri-
bution, in line with banking sector practices
and verified by auditors. These auditors will
also verify that the outstanding amount for
the earmarked projects corresponds at the
minimum to the amount of funds obtained
via the bond issue;

-> project examples;

- the climate benefits, by indicating the
value of the total carbon footprint of backed
projects, estimated ex ante.

At December 31¢t 2016, 31 projects,
representing a total outstandingamount of
EUR 1.455bn for a total net commitment
of EUR 2.1bn, were backed to this first

33 The commitment for the Asia and Latin America regions
stands at 70%. For the Mediterranean and Sub-Saharan
Africa regions, it stands at 50% and 30%, respectively.
VThis indicator was controlled by KPMG during the
Management Report audit.

VThis indicator was controlled by KPMG during the
Management Report audit.

3 See Appendix 1,“Climate Bond reporting”
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climate bond issue. The potential for
avoiding or reducing greenhouse gas
emissions in Teq CO, during the lifespan
of the mitigation projects is estimated at
5,280,000Teq CO, a year.

Focus

French facility for the implementation
of Nationally Determined
Contributions (NDCs)

AFD has set up a EUR 30m Facility to
support the implementation of the
Nationally Determined Contributions
(NDCs), a key issue for the Paris Climate
Agreement. This facility will support

15 countries over the next four years
(mainly countries in Africa, least-
developed countries, and small island
developing States) for:

i) the strengthening of their “climate”
governance to ensure a successful
implementation of their NDCs, by
leading capacity building activities for
all actors and in all territories;

ii) the translation of their NDCs into
sectoral public polices backed to
concrete action plans, concerning key
climate change sectors;

iii) the design of transformational
“climate” programs and projects,

with a priority focus on adaptation,
backed by a robust analysis of issues
related to climate change vulnerability
and the various potential adaptation
solutions, and integrating the
management of uncertainty.

In addition to this Facility, AFD will
assist countries in mobilizing
financing and partnerships to scale up
the action taken.
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6.2.6 Impacts on gender equality

AFD Group’s action for gender is based on
France’s priorities, via the SDGs (SDG 5 and
the crosscutting gender objective for the
17 SDGs), and the orientations of the last
CICID meeting.

AFD Group, whose approach fits in with
France's“Genderand Development”strategy,
has been reporting on its action for gender
equality since 2014.

Concerning AFD’s Gender® strategy, pro-
jects® are examined with regard to their
contribution to the objective of reducing
gender inequalities. Consequently, AFD
has made a commitment for at least 50%
of projects financed in foreign countries
to have promoting gender equality as the
primary or secondary objectives, according
to the definition of the OECD-DAC marker.

AFDaimstoaddressfourmain genderissues
through this operational commitment: (i)
ensure access to basic services for girlsand
women; (i) combat violence against women;
(iii) ensure access to training, employment
and financing opportunities for adolescent
girls and women; (iv) ensure that younger
and older women participate in project
decision-making and governance.

In 2016, 51.1% of AFD projects®” met the
challenges of equality and have a gender
objective: 43% of these projects were rated
1 (gender is a secondary objective) and
8.1% rated 2 (main objective), according to
the DAC marker, i.e. a total of 113 projects
with, in addition, the projects financed via
the NGO window.

The projects from the NGO window aim
to reduce gender inequalities by taking
action on various aspects, which are often
combined: care for victims of violence and
exploitation,economic and social empower-
ment for women, equal access to services,
sexual and reproductive health, citizen and
political participation, access to rights,
deconstruction of the social roles assigned
to men and women...

In 2016, several general interest projects
(financing allocated in 2015) had gender
as the main objective, including the project
“For gender mainstreaming in French
international solidarity organizations”, led
by Coordination Sud in partnership with F3E.

Focus

Istanbul agency
continues its
gender actions

In 2016, the Istanbul agency continued
its gender actions by financing a
project which aims to promote women’s
employment and occupational health
and safety. It involves increasing a
credit line to the financial institution
TSKB, a Turkish development bank

A number of relays have been set up for
expertise, tools and training, with the aim of
establishingan institutional gender culture:

-> the networking of 77 gender reference
personsatheadquartersandinthe agencies;

- the implementation of a set of 9 sectoral
toolkits, with the sectoral divisions, with the
aim of facilitating gender mainstreaming
into sectors of operation, as well as into
AFD's E&S due diligence.®® In 2017, work
was launched on also supporting the
mainstreaming of these issues into the
crosscutting themes of climate, governance,
and crises-conflicts-vulnerability;

-> the development of 57 gender country
profiles;

-> support from intellectual production
activities;

-> the implementation of gender aware-
ness-raising and training actions. Since
2014, 462 people have been sensitized,
including 113 managers, and 246 officers
have received 1-3 days of training, inclu-
ding 25 managers (in 2016, this training
concerned 197 people, including 23 mana-
gers).A2"¥phase of sectoral training started
at the end of May 2017 and will concern all
project managers from sectoral divisions.

% Crosscutting Intervention Framework for Gender, approved by the Board of Directors meeting of March 2014, and
available on its website: https:/www.afd.fr/media/download/487

% This indicator applies to the following scope: loans and grants (209 Program project support, Trade Capacity Building
Program, microfinance, Solidarity-Health-Sahel Initiative), C2Ds, financing for NGO initiatives. GBS, FERC, FRCG,
non-earmarked credit lines and delegated funds are not included.

¥ Corresponding to 41.4% of AFD’s financial commitments in 2016.

% Education, training, employment; health and social protection; private sector, entrepreneurship and financial inclusion;
water and sanitation; transport and mobility; urban development; rural development, agriculture, biodiversity; energy;

environmental and social due diligence.
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which is highly proactive in terms of
environmental and social standards
(EUR 100m, of which at least 30% will be
earmarked for women’s employment).
The eligibility for financing of a
company financed via this credit line will
be assessed using a self-assessment
tool on the situation of gender
inequalities, on the basis of qualitative
and quantitative data. If the company’s
score card has a mark lower than the
defined threshold, TSKB will refuse

the financing or, otherwise, a gender
action plan will be proposed thanks to
the “Beyond compliance” function. The
tool has fed into AFD’s strategy, as other
credit lines under appraisal use the
same gender methods.

In the interest of transparency and effec-
tiveness, all the gender tools developed by
AFD are available at: https:/www.afd.fr/
page-thematique-axe/egalite-des-sexes

In 2018, France will adopt a new gender
strategy, which for AFD will lead to the need
tostrengthenits commitmentto mainstrea-
ming gender issues into all its development
instruments.

CORPORATE SOCIAL
RESPONSIBILITY 2016

@

19/09/2017 12:55 ‘



NUMBER OF PROJECTS INCLUDING A GENDER DIMENSION IN 2016

AFD PROJECTS

(n° of projects
and %)

. Significant Main
objective objective

6.2.7 Social Business

Social business is an important issue
for AFD Group, as it acts as a catalyst
for private initiatives and innovation for
development. The objective is to support
projects conducted by companies or
private actors who want to give excluded
populations access to essential services,
such as health, education and financial
services. It also involves promoting finan-
cially sustainable projects, which can be
reproduced and are less expensive for
public resources.

48 CORPORATE SOCIAL
RESPONSIBILITY 2016
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. No gender
objective

There are 3 criteria to define a social
business:

- have a social or environmental
objective, the aim of which must be the
rationale of the enterprise;

- not be dependent on grants, and have
an autonomous and sustainable econo-
mic model;

-> have management practices that are
consistent with the social objective, par-
ticularly in terms of governance, socially
responsible practices and profitability
targets.

Operations with companies from
the inclusive economy are part of
PROPARCO’s strategic objectives, and
also provide an opportunity for AFD
Group to support more sustainable and
shared economic growth and improve
living conditions for the poorest.

PROJECTS
INITIATED BY
NGOs

(n° of projects
and EUR M)
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6.3 CONTROLLING RISKS OF THE
MISAPPROPRIATION OF AID,
CORRUPTION, FRAUD, MONEY
LAUNDERING AND TERRORIST

FINANCING

Framework defined to more
effectively prevent and monitor
these risks

Corruption, fraud, as well as any form of
misappropriation of public and private aid
canlastingly jeopardize the Group's mandate
totake actionto supportthe mostvulnerable
populations. This is also the case for any
financing that would, without the knowledge
of AFD and PROPARCO, lead to being involved
in a money laundering or terrorist financing
mechanism. In order to avoid any involve-
ment in either of these offences without
its knowledge, AFD Group has adopted a
general policy.® It is implemented through
operational procedures, which set out the
controls that need to be conducted by AFD
Group officers at the various stages of the
project life.

During project appraisal, due diligence is
conducted on the counterparty and, where
relevant, on its shareholding structure up to
the beneficial owner. Specific due diligence
is also conducted on politically exposed
persons. During the project implementation
phase, AFD Group also pays close attention
to operations that may reveal fraudulent or
money laundering practices warranting a
specific analysis.

The foreign public procurement contracts
financed by AFD Group are, for their part,
subject to a specific control. This control
ensuresthat the various stages of the procu-
rement process take place under the requi-
site conditions of integrity, transparency,
equity and efficiency.

AFD Group's financing agreements also
include a number of clauses which impose
undertakings on the counterparty in terms
of the fightagainst corruption,cartels,money
laundering and terrorist financing. These
clauses make it possible to suspend dis-
bursements, cancel the fraction of financing
allocated to a contract for which irregular or
non-compliant practices have come tolight,
and request the prepayment of all or part of
the loan or grant which has been disbursed.

Finally, AFD Group is committed to parti-
cipating in French policies to fight against
tax havens and has adopted a rigorous
and specific policy concerning the opera-
tions it conducts and projects it finances
in Non-Cooperative Jurisdictions (NCJ).*°
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This policy is based on two areas: () the first
requires specificand enhanced duediligence
when the legal arrangements for the project
involve an NCJ; (i) the second aims to specify
the scope of the authorized operations and
projects which AFD Group may finance in
these territories.

Information reporting mechanisms

There is an in-house mechanism to report
operational incidents. It allows AFD Group
officers, via a reporting mechanism through
their line management, to report any suspi-
cion of irregular practices concerning pro-
jects. Group officers are also able to directly
refertothe Director of the Permanent Control
Departmentand her Deputy in charge of the
Compliance Function.

AFD Group has also initiated work aimed at
developing a professional whistleblowing
mechanism, in accordance with the requi-
rements of the Law of December 9t 2016 on
transparency, the fight against corruption,
and the modernization of economic life.

Training for Group officers

In accordance with applicable French regu-
lations, AFD Group ensures that all its staff,
including in its network of agencies, is regu-
larly trained in and informed of the risks and
applicable procedures in terms of the fight
against money laundering, terrorist finan-
cing, and fraud and corruption.

This training is given via both e-learning and
face-to-face sessions.

Twoe-learning AML/CFT/Corruptiontraining
modules are available to Group officers.
These modules were updated in 2016.

Modules are distributed depending on the
officers, taking into account the risks iden-
tified in the activities conducted. Module 1
is intended for all officers, while Module 2 is
specifically intended for officers concerned
by AML/CFT/Corruption issues.

2,081 AFD Group officers were registered for
this training in 2016.At December 31512016,
75% of the 2,081 officers registered for
Module 1 had completed their training, and
70% ofthe 1,567 registered for Module 2 had
completed their training.

In 2016, 416 AFD Group officers were also
trained inthe AML/CFT mechanism via face-
to-face training sessions.

In 2016, AFD Group continued to implement
its action plan, which aimsto scale up awar-
eness-raising and training for its officers
in terms of preventing and fighting against
fraud and corruption in and outside Group-
funded projects.

In this respect, new recruits are trained by
the Permanent Control and Compliance
Department, in the context of dedicated
training on the “prevention, detection and
management of risks of corruption and fraud
duringand outside the projectcycle”In 2016,
162 officers followed this training.

Furthermore, AFD Group staff received trai-
ningintherisksofinternaland external fraud
which the Group could fall victim to (“fraud
to the CEQ”, fraud on bank account identifi-
cation — RIB, forgery, use of forgery, scams,
theft, phishing,etc). 16 officers attended this
session.

Finally,in 2016, specific trainingon AML/CFT/
Corruptionwas organized for agency staff for
the first time. 12 African agencies attended
this session and 18 officers were trained. A
new on-site training session in agencies is
also scheduled in 2017.

3% AFD's anti-corruption policy is available on its website:
https:/www.afd.fr/securite-financiere
“Non-Cooperative Jurisdiction as defined by the General
Tax Code, the OECD Global Forum on Transparency and
Exchange of Information for Tax Purposes, and Financial
Action Task Force (FATF). AFD Group’s policy on
Non-Cooperative Jurisdictions is available on its website:
https:/www.afd.fr/media/download/4064
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In a context of change and major strategic
developments, which are combined with a
rapid increase in the headcount, building
and consolidating human capital is one

of the key areas of AFD Group’s human
resources management strategy and is

reflected in Corporate Social Responsibility
. commitments.

Consequently, the objective of this Corporate
Social Responsibility as an employer is
to provide the most favorable working

P RO M OTI N G A conditions possible in order to attract
and retain talented people, offer rich and
R ES PO N S I B L E motivating career paths, promote diversity in

the Group, strengthen in-house cohesion and,
ATION

finally, encourage a continuous and high-
quality social and managerial dialogue.

In terms of AFD Group’s environmental
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7.1 SUPPORTING CAREER PATHS
FOR ALL AND A MEANINGFUL
WORK ENVIRONMENT

7.1.1 Employment conditions
Scope: Group

AFD Group today employs 2,349 officers
worldwide. Over the past ten years, the
headcountaround the world has increased
by 44%.This development is characterized
by a rejuvenation of staff, a higher average
level of qualification, increased feminization
- particularly for management functions
-, as well as the development of the use of
local skills in countries where AFD is esta-
blished, by recruiting highly-qualified local
executives in the agencies.

There was a marked increase in the num-
ber of recruitments in 2016, with 225 new
employees (against 136 new employees in
the previous year).!

Locally recruited executive officers account
for 23.8% of the headcount in the network.
In 2016, the total number of recruitments
stood at 255 new employees (189 officers
in the general framework and 66 local
employees)."

GRI G4-10

G4-EC3

G4-EC6

VThis indicator was controlled by KPMG during the
Management Report audit.

“In 2016, the Group employed a total of 164 more
officers compared to 2015.

VThis indicator was controlled by KPMG during the
Management Report audit.

“2 Staff from temporary employment agencies.

G4-

G4-

Gender ratio:

53%

Average age:

44.1

Integration of
young people:

28.6%

of women )
of recruits are
under 30
Recruitment: 6 6 1 2 1
@ 5 5 & recruited international
. volunteers
new employees . abroadorin
""""""" . the French
Training effort: overseas
1 8 F:l . territories 9 3
4.36% 9 - 7® |
recruited in mainland interns

of the payroll

France (including 96

/)

vy

women) \',
1 4 Temporary workers In-house mobility:
7 (monthly average):
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248

employees

=

NI

16

fixed-term
professionalization and
apprenticeship contracts
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AFD Group headcount in 2016

154

1,244

Staff recruited in
mainland France

Locally recruited
staff (foreign
countries and
overseas France)

Total AFD Group
headcount

Headcount of the
Instituts d’Emission

International
volunteers

(AFD Group and
Instituts d’Emission)

age (years)
2410 -
25t0 29
30to 34
35to0 39
40to 44
45t0 49
50 to 54
YA 55 to 59

60 and +

1,105

Average
age

45.2

. . TOTAL: 2,349
AVERAGE AGE : 44.1
Women Men
CORPORATE SOCIAL

%)
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Geographical breakdown of the Group “network” headcount
(excl. France, the Instituts, TA, MAD, DET)

French overseas territories 134 15%
Latin America 78 9%
and Pacific

Asia 146 17%
Mediterranean and Middle East 106 12%
Sub-Saharan Africa and Indian Ocean 411 47%
TOTAL 823 100%

Recruitments and departures for officers on permanent
contracts in 2016
Scope: Group

Recruitments Officers from

Locally recruited | Total

the general officers

framework
Total 189 66 255
Incl. Instituts 1 7 8

In 2016, the total number of departures stood at 104" worldwide
(58 officers from the general framework and 46 local employees).

Reasons for | Officers Locally Total Turnover
departure from the recruited departures’ rate"
general officers’
framework’
Retirement
Contractual 3 1 4 0.2%
termination
Resignation 18 17 35 1.5%
End of 4 0 4 0.2%
secondment
End of 0 9 9 0.4%
fixed-term
contract
Departure 2 1 3 0.1%
after trial
period
Dismissal 1 3 4 0.2%
Death 0 1 1 0
TOTAL 58 46 104 4.4%
incl. 2 4 6
Instituts

VThis indicator was controlled by KPMG during the Management Report audit.
VThis indicator was controlled by KPMG during the Management Report audit.
vThese indicators were controlled by KPMG during the Management Report audit.
YThese indicators were controlled by KPMG during the Management Report audit.
“These indicators were controlled by KPMG during the Management Report audit.
VThese indicators were controlled by KPMG during the Management Report audit.
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Parental leave®?
Scope: France

All employees are eligible for parental leave.

Number of employees 11
who left on childcare leave
during the year

213 e JaosJaoe
I 15 17 17

Incl.% women

100%

100% 100%

100%

88%

Incl.% returned or retained

100%

100% 100%

100%

76%

Social benefits depending on type
of contract

AFD ensuresthatthe salary level of its offi-
cersis competitive and motivating, both at
headquartersand inthe differentagencies
around the world. The wage policy applied
is regularly analyzed for each market on
the basis of common principles, but also
by adapting this analysis to the different
country contexts. Locally recruited officers
have social benefits comparable to those
of officers in the general framework.

Furthermore, all officers benefit from a
redistribution of the fruits of AFD’s eco-
nomic performance (incentive scheme for
officersinthe general framework and the
French overseas territories and a perfor-
mance bonus for officers recruited locally
in foreign countries).

The total compensation of AFD officers
also includes a social protection com-
ponent (healthcare expenses, pension
schemes, disability insurance and retire-
ment), which applies to all staff members,
including the local staff recruited in agen-
cies.AFD’s pension scheme is subscribed
in the form of Group insurance for which
the contribution is entirely covered by the
employer. It covers not only active staff
members and their dependents, but also
retired staff and their dependents.

Consequently, in 2016, all officers
recruited in France and locally abroad
were covered by social protection sche-
mes. They are additional to existing sche-
mes, where applicable.

The annual minimum gross wage provi-
ded for in AFD’s staff regulations* is 25%
higher than the French legal minimum.
(Scope: France)

Coverage of pension schemes

AFD officers who come under French
legislation benefit from a three-tier pen-
sion scheme composed of the compulsory
basic scheme, supplementary pension
schemes (AGIRC and ARRCO schemes)
and an additional pension scheme, set
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up by AFD for all its officers. Unlike the
first two schemes, this systemis based on
the principle of a capital funded pension
and allows officers to build up retirement
savings in addition to the compulsory
schemes. Full entitlement applies to the
savings, even in the event of a departure
from AFD priortothe officer’s retirement.*®

Quality of working conditions and
staff safety

Following on from the actions undertaken
since 2004 on psycho-social risks and the
perception that employees have of their
working conditions, an in-house percep-
tion survey was conducted in 2015 of all
employees (general framework and local
staff). This survey aimed to more clearly
identify the expectations and perceptions
of teams concerning management and
organizational methods. The aim is to
ensurethatthereis well-beingin the work-
place. The results of this survey will feed
into all the reflection on the quality of life
at work, with a view to a negotiation which
will be initiated in 2017 Without waiting for
this negotiation, several projects have been
launched: an external psychological sup-
port mechanismhas been devised and will
be proposed to employees in 2017. Simi-
larly, an open conference system will also
be proposed to all staff (stress, burnout,
motivation, mindfulness).

% Any officer with a minimum seniority of one year can
benefit from full-time or part-time childcare leave.

“ http:/legifrance.gouv.fr/jopdf/common/jo_pdf.
jsp?numJO=08&dateJO=20010325&pageDebut=046868&-
pageFin=&pageCourante=04686

% See also Registration Document 2016, paragraph 5.2
(link in the Appendix).
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GRI G4-DMA

G4-LA9

@

Focus

From occasional
work from home
to teleworking:
flexibility in
individual
organization

for collective
efficiency

The occasional work from home
introduced over 10 years ago under
an enterprise agreement will

change as of January 1°t 2017, with

a new regular teleworking system
offered on an experimental basis.
Consequently, 2016 was the last year
for the application of the conditions
for occasional work from home.

Just as with the future teleworking,
this system gave employees who

are autonomous in organizing their
working time the possibility of doing
some of their work at home from time
to time, subject to the agreement of
their line management. This method
of organizing working time is based
on a voluntary principle and allows
activities or periodic missions that do
not require being in AFD’s premises

to be conducted at home, for example,
to draft reports, notes, or studies.

504 officers benefited from this
arrangement in 2016, representing
5,438 days of work. As a comparison,
there were 2,575 days of occasional
work at home in 2015, meaning there
has been an increase of 111.2% in two
years. This flexibility given in carrying
out their activity is an aspect of the
quality of life at work expected by
AFD’s employees.

7.1.2 Development of skills
and employability
Scope: Group

AFD Group has adopted a set of human
resources management tools to recruit and
integrate talented employees both in France
andinits countries of operation, offer motiva-
ting career paths, and give everyone, via the
training policy, the means to develop their
skills and strengthen their employability.

For the Group's external recruitments, the
skills primarily sought remain closely linked
to the activities of technical and financial
engineering, intellectual production (eco-
nomics, politics), sectoral expertise (health,
education), and the renewal of support and
management functions (risk analysis, inter-
nalaudit, project management, management
control, back office...). This recruitment policy
iscombined with anintegration system,which
offers a comprehensive training and support
program (sponsorship).Inadditiontoasimple
familiarization with the workingenvironment,
itprovidesaclearunderstandingof AFD's cur-
rent and future strategic focuses, missions,
challenges and procedures.

The Group offers diversified career paths
—via its functional and geographical profes-
sional mobility policy — which permanently
developthe skills AFD needs, bothinits func-
tionalactivitiesand inthefield,and meetthe
professional aspirations of officers.

This is realized on the basis of a provisio-
nal management of jobs and skills (GPEC)
approach.In 2015, the GPEC approach was
extended to all local employees, with the
aim of having an overall vision of the pro-
fessional activities and skills, whatever the
employee’s status.

CORPORATE SOCIAL
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In addition to the deployment of these GPEC
tools, the annual appraisal tools have been
overhauled inordertotake better account of
skills inthe appraisal of employees.

The career interviews, which support
employees in their reflection on their career
paths, have continued, with some 320 inter-
views conducted by the Human Resources
Department in 2016.4

The training policy offers a set of actions
aiming at maintaining and sustainably
developing the skills and the expertise
of employees which AFD Group needs, in
a context whereby development issues
involve a number of disciplines and require
mobilizing wide-ranging and in-depth skills:
sectoral skills (energy, transport, water and
sanitation, biodiversity, agriculture and food
security, urban development, education,
health...),financial skills,economics, project
management, managerial skills...

In this context, training plays a crucial role in
further developing the skills of employees,
acquiring new skills, or strengthening their
expertise.

A special effort went into the integration of
new recruits this year. The integration pro-
cess has been completely overhauled tosup-
port this strong increase in the headcount
and an innovative “Onboarding” system has
been set up.

2016 wasalso ayear of significant growthin
thetrainingactivity,which reached an excep-
tional level, both in the number of training
hours given and in the number of officers
concerned. To meet this objective, 41,526
hours of training were given in 2016.81% of
officers benefited from at least one training
session, with 54% being women.

83% of executives followed a training course.

81%

officers benefited from
at least one training

session in 2016.

“The Law of March 5" 2014 introduces an obligation
to conduct a professional interview every 2 years, for all
types of contract, fixed-term or permanent.
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The “accountable™’ training effort corres-
ponds to 4.36% of the payroll. This should
be compared with the French legal obliga-
tion, which was 1.6%.

This training effort also concerns local
officers working in agencies:in 2016, 188
local officers benefited from training fora
total of 7,068 hours of training.

To implement this training, AFD Group in
particular relies on in-house skills and
resources, which allow it to offer a diversi-
fied provision tailored to its needs. Conse-
quently,allthe structures contribute to the
development and dissemination of skills
in-house. 48% of the training hours given
correspond to training actions organized

in-house. The number of training hours
given by in-house trainers demonstrates
the considerable investment made by a
number of employees and managers to
pass on their knowledge and expertise:
4,583 hours were given in 2016, against
3,586 hours in 2015.

“The figure only concerns the accountable costs,
inaccordance with French legislation on training.

Breakdown of training hours by age bracket in 2016

Scope: AFD headquarters and network

Under
30

30/39
19,720

40/49

50
and over

Total Officers: 1,170
Total Hours: 40,162

Under 4
30

8
30/39

16
40/49
50 27
and over

Total Officers: 55
Total Hours: 1,364

Breakdown of hours by theme in 2016

Scope: AFD and Instituts

Banking/finance

4,689

Office automation

997

Development Fundamentals
and Crosscutting Themes

Personal development, Communication

and Human Resources

5,259 O
Specialized sectoral and technical expertise 6,552 /O
1,357 ®

Management/accounting

T 2,968

Legal 1,025 of the payroll.
Languages 2,949

Management 2,751

TOTAL 41,526

Scope: Instituts headquarters and network

12,980 The training effort corresponds to

Officers

Hours
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G4-DMA

G4-11
G4-26

G4-LA4

)

Breakdown of hours and officers over 50 trained by thematic area and gender in 2016

Scope: AFD and Instituts

Men Women Total Hours Total Officers
Hours Officers Hours Officers
Banking/ 309 29 148 16 457 45
finance
Office 56 4 97 13 153 17
automation
Personal deve- | 502 77 417 57 919 134
lopment, Com-
munication
and Human
Resources
Specialized 777 49 611 36 1,388 85
sectoral and
technical
expertise
Development 643 49 523 30 1,166 79
Fundamentals
and Crosscut-
ting Themes
Management/ | 218 12 190 6 408 18
accounting
IT 445 66 178 42 622 108
Legal 94 22 44 12 137 34
Languages 236 34 208 20 444 54
Management 270 21 98 8 368 29
TOTAL 3,548 363 2,513 240 6,060 603

Officers are only counted once for each thematic area, but several times if they have
followed training on different thematic areas.

71.3 Social dialogue

Social dialogue, meaning what charac-
terizes relations in the institution, as
a result of regulatory social dialogue,
dialogue between the manager and the
members of his/her team and participa-
tory approaches, is a pillar of AFD Group’s
policy. Indeed, in addition to providing a
response in terms of social legislation, it
is an essential vehicle for in-house equity,
Group cohesion, commitment and skills
development for employees.

7.1.4 Dialogue with staff and their
representatives

The social dialogue in AFD Group is conduc-
ted on the basis of four key principles:

->aconstructive dialogue:the Management
and staff representatives work together
to support the Group’s developments.
Their joint action is characterized by the
objective of seeking the collective interest;

CORPORATE SOCIAL
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-> the respect of everyone’s prerogatives:
the roles of the Management and repre-
sentatives are complementary, without
them being confused;

- the professionalism of negotiations:
AFD ensures that staff representatives
are given the means to fully exercise their
mandate (transparency of the information
provided, training or external supportinthe
event of complex negotiations..));

-> anticipation: through social dialogue,
AFD seeks to find solutions to medium-
term social issues, particularly in relation
to societal changes.

Consequently, major changes planned at
AFD are subject to negotiation procedures
with trade union organizations and infor-
mation and/or consultation procedures
with staff representative bodies. Achange
in the organization leading to significant
consequences on employment, training
and working conditions, or on the general

operation of the institution, can only be
made aftera minimum period of one month
dedicated to informing and/or consulting
Staff Representative Bodies (IRP).

Number of meetings with staff
representatives in 2016
Scope: Instituts headquarters

and network
Works Committee 21
Staff representatives 12
CCE 7
Group Committee 1
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Organization of staff
representative bodies

Staff representation is organized as follows:

- a Works Committee at headquarters
and four local Works Committees for the
overseas departments (DOM) (which have
over 50 employees) give a collective voice
to employees for any questions relating to
economic and financial developments in
the institution, the organization and condi-
tions of work, vocational training, and social
protection. They also manage the social and
culturalactivities organized in the institution;

- a Central Works Committee meeting is
organized twice a year with the represen-
tatives of the five Works Committees and
addresses the economic and financial pro-
Jjects concerning all employees covered by
French legislation;

- a Group Committee mesting is organized

once ayear with all the staff representatives
of AFD and its subsidiaries;

Review of Collective Agreements

-the committees for Health, Safety and Wor-
king Conditions at headquarters and in the
DOM agencies work on staff protection and
safety and onimproving working conditions;

- staff representatives (headquarters and
agencies) collectand present to the employer
anyindividualand collective complaints made
byemployees about the applicationofthe law,
the statutes and joint appeals boards.

Elections for the Works Committee/staff
representatives were held in March 2017.

A policy for the representation of local staff
inforeign countries came into effectin 2016.
Indeed, in order to make up for the lack of
formal staff representation in a number of
agencies, in particular due to a lack of local
legislation in this field, the appointment of a
“social dialogue contact person” has been
introduced for all agencies in this situa-
tion with over 6 people. This initiative has
increased the representation rate of local
staff to 92%, against 56% previously.

Signing dates and purpose of the agreements

signedin 2016

Furthermore, compliance with social regu-
lations and the organization of a dialogue in
the agency are subject to a periodic control
during inspections of the agency.

Collective Agreements

The employment contracts of AFD officers
under French law are governed by specific
staff statutes for each establishment (1
statute for the headquarters and 4 statutes
for the DOM). The staff recruited in agen-
cies abroad have an employment contract
governed by a staff statute and a possible
association with a collective agreement in
the country in question (collective agree-
ments of banks and financial institutions). %

“¢ Coverage: 100% of staff.

16/02/2016 Amendment to the Incentive Agreement

09/03/2016 Amendment to the Company Savings Plan (PEE) - (contribution rate)

14/04/2016 Amendment to the PEE regulation (addition of a mutual fund)

19/05/2016 Mandatory Annual Negotiation (MAN) 2016 — minutes expressing disagreement

17/06/2016 Agreement on the extension of the time period for consultation with CCE

20/07/2016 Agreement on the establishment of teleworking

07/12/2016 Agreement on the scheme for mortgage loans

07/12/2016 Agreement on the establishment of teleworking (cancels and replaces the agreement
of July 20" 2016)

The social negotiations with the Group’s
staff representative bodies in 2016
mainly focused on the salary review
(MAN), mortgage loans and working
time management (agreement on regular
teleworking). This agreement on telewor-
king aims to make it easier to reconcile
professional and private life and fits in
with the negotiation on the quality of life
at work (Scope France).

Disability Agreement: Review
and outlook

The employment of persons with disabi-
lities is an important issue for the Corpo-
rate Social Responsibility of AFD Group,
which has been implementing a policy for
several years for their integration, forma-
lized by an agreement since 2007.1n 2015,
anew disability agreement was signed for
2016-2018, underscoring the objective of
continuously developing more direct and
indirect employment for persons with
disabilities. In addition to these commit
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New Disability Agreement for 2016-2018: Main commitments:

« Increase in the direct employment rate from 2.4% to 3%

» Recruitment of eight people with disabilities with a permanent
contract and/or fixed-term contract of over six months

» Reception of at least four people on contracts for sandwich
courses, apprenticeship or professionalization

» Reception of eight people with disabilities from the “protected”
and “adapted” sector (ESAT and EA)

ments, awareness-raising and commu-
nication actions are regularly organized
by AFD’s Disability mission. In 2016, 165
employees, including 54 managers, were
sensitized to the issue of disabilities in
companies. 408 employees also attended
various awareness-raising workshops.

CORPORATE SOCIAL
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Assessment of the first year
of implementation of the Disability
Agreement for 2016-2018

For the record, in 2015, AFD had 33
employees who benefit from the obligation
to employ (BOE).In 2016, the number stood
at 37 (2 new recruitments on permanent
contracts, 3 new disability declarations and
1 retirement).

Theresultsof theawareness-raisingactions
conducted during the year are as follows:

-> 165 employees sensitized to disability,
including 54 managers;

- 408 employees attended awareness-rai-
sing workshops.

Agreement on professional
gender equality

Following on from the agreement signed in
2014 to promote professional gender equa-
lity, a revision amendment was signed in
June 2015 and contains a set of quantified
objectives, which aimto promote the profes-
sional development of women throughout
their career and ensure that there is a
balanced representation of women and
men at all levels of the institution.

Ambitious objectives were set for 31
December 2016:

- rate of executive women: 50% (achieved
attheendof 2016:49.2%);

- rate of women managers (excluding
heads of “unit”): 35% (achieved at the end
of 2016:31.4%);

- rate of women inthe network: 33% (achie-
ved at the end of 2016:29.5%);

-> rate of advancement and promotion of
men and women proportional to the com-
position rate for each level of employment.

Gender equality is a core objective of AFD
Group’s actions, including in terms of
in-house social responsibility. It involves the
issues of both effectiveness and equity. The
“AFNOR Diversity” certification launched
this year will allow further headway to be
made on professional gender equality.

Orglanization of the managerial
dialogue in the Group

Dialogue in the Group is organized on the
basis of the dissemination of information:
information notes, in-house magazine
“Echo des Continents’, news disseminated
very regularly on the Intranet Gaia... It is
also organized in the context of meetings

between the Chief Executive Officer and
officers, which allow AFD’s activity, strategy
and currentimportantissuesto be reviewed.

The field visits made by the Chief Executive
Officer and directors provide opportunities
for exchanges and dialogue with local staff.

Number of information
and communication supports
producedin 2016

Instruction and 83
information notes

Echo des Continents 3
Gaia news 517
Participatory approaches

The commitment of employees is a gua-
rantee of their success and professional
and personal fulfilment. This commitment
is also supported by collective approaches,
which aim to promote initiatives and facili-
tate the development and implementation
of new ideas.

7.2 REDUCING THE ENVIRONMENTAL

FOOTPRINT OF IN-HOUSE

OPERATION

The “in-house environmental responsi-
bility” action plan is based on four areas:

- EVALUATE: Conduct annual Bilans
Carbone® (carbon footprint assess-
ments) of AFD Group’s in-house operation,
completed with periodic environmental
diagnostics and a regular monitoring of
various impact indicators: energy and
paper consumption, waste production...;

-> TAKE ACTION: Strengthen AFD’s prio-
rity action plan to reduce its ecological
footprint, with a focus on the following
themes:responsible procurement, energy
efficiency and renewable energies, travel,
waste management;

CORPORATE SOCIAL
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-> OFFSET: Voluntarily offset the green-
house gas emissions generated by AFD’s
activity by financing environmental pro-
jectsin developing countries (purchase of
carbon credits);

- RAISE AWARENESS: Communicate to
officers in order to sensitize them to sus-
tainable development, both as professio-
nals and citizens.

In order to address the environmental
issues related to AFD’s operation, actions
to sensitize and promote initiatives are
showcased vioa a dedicated Intranet
website, in-house news releases and
press articles, exhibitions, conferences,

and the creation of events during major
international events (“Sustainable
Development Week’, “European Week for
Waste Reduction”, etc.).

19/09/2017 12:55



Focus
In-house environ-
mental actions

A system to manage waste paper, bottles
and plastic cups was set up in early
2016.This has led to the installation

of paper collection points, which are
located near photocopiers and available
at the Barthes, Mistral and PROPARCO
sites. Individual collectors have been
distributed to each employee to support
this approach. A service provider
manages the entire collection and
recycling service in France.

Voluntary collection points for plastic
cups and plastic bottles are also
available near the water fountains and
drinks machines.

AFD Group is engaged in an approach
for the responsible management of its
publications. There has been a marked
reduction in the distribution of paper
publications since 2015. The external

printers selected also benefit from
an environmental certification (FSC
or PEFC).

For the first time, a “100% organic”
meal was proposed to AFD officers in
February 2016, at the initiative of its
mass catering partner. On this occasion,
all the dishes on the menu were made
with products from organic farming and
were, where possible, “local”. AFD also
decided to gradually increase organic
due diligence in its contract, from 26%
t0 30% in 2018. Its commitment is also
expressed in the social due diligence,
with the marker set at 12% of employees
in professional retraining.

Finally, operations to raise awareness

of in-house environmental responsibility
are conducted in the Group every year:
European Week for Waste Reduction in
November, Sustainable Development
Week in early June... One-off workshops
are put on during these events, for
example, on how to repair PCs, on
bicycle maintenance and repairs, to
distribute mugs, raise awareness of
eco-responsible conduct, visits to carbon
offset projects...

The network, for its part, is also
actively mobilized. For example,
the following actions are worth
mentioning:

- Antananarivo: use of LED in offices,
acquisition of eco-friendly furniture;

- Bangkok: purchase of paper with 40%
of eco-fibers, extension in the duration
of use of equipment;

- Brasilia: use of recycled paper
(with white paper only being used for
official correspondence), donation

of ITequipment to a local support
association working for inclusion;

- N’'Djamena: installation of
photovoltaic panels on the roof of
the agency, purchase of certified
supplies and paper, promotion of
professional carpooling...

7.2 Issue of professional travel

Professional travel by officers and consul-
tant missionsis AFD Group’s main item for
greenhouse gas emissions and accounted
for51.6%"° of total emissions at headquar-
ters in 2016. This travel is inherent to the
field missions, which are essential for
the appraisal and monitoring of projects.
Reducing this item of emissions poses a
challenge for AFD, given the international
nature of its action.

AFD Group has set out to effectively contain
the emissions related to travel by imple-
menting solutions to reduce them, such as
videoconferencing and teleworking.

7.2.2 Carbon offset

At the same time as reducing carbon
emissions, the voluntary process towards
carbon neutrality is part of AFD’s environ-
mental approach.

“ Cf. headquarters carbon footprint.

GRI G4-DMA

G4-EN30

Two carbon offset projects were financed in 2016,

|<<

allowing all the Group’s emissions to be offset.

In 2016, the acquisition of carbon credits
fully offset AFD Group’s greenhouse gas
emissions for 2015, i.e. 27,525Teq CO,.’
Two projects were consequently financed:
a biomass project in Brazil (in Para State,
at the mouth of the River Amazon), as well
as a drinking water purification project in
Kenya, which had already been supported
in 2015.

In 2017, the next credit acquisitions will
offset the Group’s 2016 carbon footprint,
l.e. 33,361Teq CO,.

VThis indicator was controlled by KPMG during the Management Report audit.
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8.1 DETERMINATION OF THE
CONTENT OF REPORTING

AFD Group’s Corporate Social Responsibility
Report firstly aims to meet the require-
ment of accountability towards internal
and external stakeholders, in particular
by enhancing the clarity and accessibility
of information.

This process, identifies and prioritizes
the main Corporate Social Responsibility
issues of the organization. The interest
and added value of this type of exercise
lie in the capacity to provide a consen-
sualview of the priority issues, in order to
select the most relevant qualitative infor-
mation and indicators for the Corporate
Social Responsibility Report.

The issues are predefined by the Global
Reporting Initiative (GRI-G4 “Aspects”) and
its sectoral NGO and Financial Sector sup-
plements. They are structured according
to the following categories: Economic (7
issues), Environment (12), Labor Practices
(8), Human Rights (10), Society (7) and
Product Responsibility (14), i.e. a total of
58 categories.

The materiality analysis of AFD Group was
conducted in 2015, by combining inter-
nal sources of information (employees,
managers...) and external sources (press
reviews, external studies and reports, sur-
veys, interviews...). It is consistent with the
CSR commitments and Action Plan.

The methodology adopted to identify
material issues was as follows:

- the analysis was firstly based on
issues predefined by the GRI following
the approach proposed by this reference
system, which led to the identification of
58 CSR issues falling within the scope of
AFD’s activity;

-» secondly, an initial pre-positioning of
the material issues deemed the most
significant for AFD was conducted on the
basis of a documentary analysis:

« a set of documents (120) represen-
tative of AFD Group’s strategy and the
expectations of external stakeholders
identified over the past five years was
analyzed by the independent consulting
firm Deloitte, which openly provided its
analysis methodology and shared the
results with AFD. It involves in-house
strategy papers, action and activity

plans, surveys, reports on internal and
external meetings and interviews, com-
munication supports, press articles,
NGO reports and reports from non-fi-
nancial rating agencies;

+ 29 documents were subject toaquan-
titative analysis of the frequency of
occurrence and the importance given to
Corporate Social Responsibility issues.
The other documents were subject to
a qualitative analysis of the content
addressed;

-> a benchmark of material issues iden-
tified by comparable institutions allowed
the practices of peers and the practices of
the sector to be taken into account;

-> qualitative interviews were conducted
with members of Senior Management
to gather their perception of the main
Corporate Social Responsibility issues
for AFD in general, and in their scope of
responsibility in particular;

- adjustments were made throughout
the process, with GRI terminology being
adapted to AFD’s activity.

Following these stages, a list of 16 mate-
rialissues was defined and validated by a
Senior Management decision.®

These issues are as follows:

+ economic performance;

« transparency on the financingallocated;
« dialogue with local stakeholders;

+ management of the grievances related
to the impact of our activities;

- coordination with the other development
actors;

«impact of our activities on development;
«impact of our activities on climate
change/biodiversity/gender equality;

- analysis of environmental and social
risks and monitoring during projectimple-
mentation;

« human rights;

« capacity building;

- financial security, fight against fraud and
corruption and AML/FT;

- ethics;

« development of skills and employability
(staff at headquarters and local staff);

« transparency over social information;

« social relations (including social dialogue
and the manager/employee dialogue pro-
cesses);

« impacts of travel on climate change.

0 This materiality matrix was updated in May 2017. The new matrix is given in Chapter 3.
The 2016 report continues to refer to the materiality matrix established in 2015.
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GRI G4-18

G4-19

G4-20

G4-21

G4-24

G4-25

G4-26

G4-27

AFD Group sets its

report within the technical
frameworks of the Global
Reporting Initiative

(GRI G4), ISO 26000 and
Global Compact.
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8.2 SCOPE AND PERIOD
OF REPORTING

G4-20

The scope of the reporting comprises  report covers the period from January 1°

G4-21

the parent company AFD and its majo-
rity-owned subsidiary PROPARCO. These
structures account for 99% of the total
balance sheet and consolidated net
banking income.®" In the event where an
indicator does not cover the entire scope
of the reporting, the scope presented is
specified and the reason for which the
publication is partial is explained.

The reporting is conducted once a year.

to December 315t 2016. In cases where
the data have not yet been calculated
for 2016, the qualitative data for 2015
are given. This report also includes some
highlights (qualitative data) from the first
quarter of 2017.

No significant change has beenidentified
compared to the previous period concer-
ning the scopes, period and methodology
of the reporting.

M AFD Group’s first Corporate Social
Responsibility Report was published

in 2012 and concerned 2011. The 2016
G4-30

GRI G4-32

8.3 METHODOLOGY TO

CONDUCT THE REPORTING

The qualitative and quantitative data in this
report have been collected and consolidated
in accordance with the Group's current
administrative management procedures.
The data provided have been established
based on exchanges with the reference
persons in their departments and various
documents (reports, evaluations, etc.).
Monitoring dashboards are used to trace
and consolidate the data supplied.

In2017,an examination of the informationon
Corporate Social Responsibility inthe 2016
Management Reporthas been conducted by
one of our auditors designated as an inde-
pendent third-party body, the consulting

firm KPMGS.A.,inaccordance with the rules
of Article 225 of the Grenelle Environment
Act. The indicators verified in this context
are marked with a “V”in the text. The inde-
pendent third-party body has expressed a
conclusion of moderate assurance, based
on the fact that all the significant aspects
ofthe Corporate Social Responsibility infor-
mation, taken as a whole, are presented in
a sincere manner in accordance with the
Reference Framework.*? The report by the
independent third-party body is available
on AFD’s website.

8.4 REPORTING SUPPORTS

For more clarity, the content of the 2016
Corporate Social Responsibility report is
based on three supports:

-> this document, “AFD Group 2016
Corporate Social Responsibility Report”, an
exhaustive technical document in line with
the GRI framework;

- a document, “Corporate Social
Responsibility — 2016 Commitments and
Results’a summary communication support;

%)
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-> the section “"AFD’s Corporate Social
Responsibility” on AFD’s website, which
presents, in addition to the two reports
mentioned above, the specific policy docu-
ments (action plan, exclusion list, financial
security, environmental and social risk
management, etc.).

The Corporate Social Responsibility Report
may be read as a complement to the 2016
Annual Reports of AFD and PROPARCO,
which are mainly intended for the general

public, and the Registration Document,
which is intended for financial market
actors. All the non-financial data rela-
ting to social matters required by French
law are given in the latter (Law on “New
Economic Regulations’, amended in 2010,
and “Grenelle 2” Act).

" For further information, see paragraph 1.3.1 of the
Registration Document 2016 (link in the Appendix).
2 Reasoned opinion on the fairness of the
CSRinformation.
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8.5 VERIFICATION
OF THE REPORTING

8.5.1 Internal audit

The Corporate Social Responsibility process
is subject to validations at various levels of
theorganizationtoensurethedataisreliable:

- at the level of “direct contributors” (project
managers, directors of geographical areas,
etc): control of the consistency and com-
pleteness of the data entered in the tools or
transferred to the reference person;

-> at the level of the “reference persons”:the
reference person controls the data, which he/
she consolidates via consistency controls
and random controls prior to transferring
them to the CSR team;

- at the level of the “CSR team”: the data
received for consolidation are subject to
consistency controls and a joint analysis
with the reference persons to identify needs
and possible areas of improvement interms
of management.

8.5.2 External audit

Theexternal auditors are appointed by AFD’s
Chief Executive Officer for one year. They are
accredited by Cofrac (French Accreditation
Committee) as independent third parties. For
2016, AFD decided to entrust this external
verification mission to the audit firm KPMG.
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The data sources, as well as the data mea-
surement, calculation and consolidation
documents, must be verifiable by the exter-
nal auditors. The corresponding documents
and supporting documents (invoices, meter
readings, calculation files, time sheets for
training, etc) must be kept and made avai-
lable for a minimum of 3 years. The archived
datamustalso be accessible tothe auditors.
The contributors are consequently made
aware of the importance of this traceability.

The calculation, measurement and analysis
methods used comply with the appropriate
national or international standards, when
they exist. If they do not exist, documenta-
tion concerning the methods used must be
retained and kept available.

The audit of the Corporate Social
Responsibility Reportconcerns the presence
of information with regard to the criteria
required by the GRI content index. In a first
stage,AFDhasdecided toanswerthe GRI-G4
“core” option.

According to the assessment methodology
recommended in the GRI G4 Implementation
Manual, the self-assessment of the
Corporate Social Responsibility reporting of
the Group for 2016 leads to the “core” option.

8.6

Index GRI G4 content

GRI G4-32

G4-33

GRI G4-32

The index of the content of the GRI G4 is available on AFD’s website:

http:/gri.afd.fr

8.7

Person to contact for further information

Linda Zanfini

zanfinil@afd.fr

tel: +33.(0)1.53.44.35.41

5 rue Roland Barthes, 75598 Paris CEDEX 12

GRI G4-31
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8.8 REPORTING ON THE
ENVIRONMENTAL AND SOCIAL
RISKS OF PROJECTS

The classification of the environmental
and social risk is systematically vali-
dated for all projects during Identification
Committee meetings, on the basis of
a classification tool mentioned in the
Operational Procedures Manual.The units
in charge of environmental and social risk
management keep an environmental and
social risk classification table up to date

for the projects identified. This table is
compared to the tables for the commit-
ment approvals allocated during the year
by the decision-making bodies of AFD
Group, which come from AFD Group’s
information system (SIOP), in order to pro-
duce the statistics given in the Corporate
Social Responsibility Report.

8.9 REPORTING ON THE IMPACTS
OF FINANCING IN THE FIELD

AFD has adopted a number of tools and
methods to strengthen the measure-
ment of the results of its operations. They
include aggregatable indicators, which
are specifically oriented with a twofold
purpose of institutional communication
and to contribute to the analysis of AFD’s
strategic positioning. PROPARCO has
adopted a tool developed by its German
counterpart, DEG.®® This tool, which is
common to a number of European deve-
lopment finance institutions, called GPR
(Geschdftspolitisches Projectrating®©®),
has been adjusted to the needs and rea-
lities of PROPARCO.

Since 2015, PROPARCO has

make to the SDGs.

CORPORATE SOCIAL
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been measuring the significant

contribution that its operations

The effective development results indi-
cators for AFD Group operations were
validated during the CICID meeting and
confirmed in the LOPDSI Law. They were
implemented back in 2013 and the publi-
cation of the data for 2013 in the 2014
Annual Report constituted a first structural
stage in terms of accountability. AFD now
has historical data dating back to 2012,
and will continue its approach to analyze
and communicate on these results.

PROPARCO has been measuring the
expected outcomes of its operations since
2008. Since 2015, it has been measuring
the significant contribution that its ope-
rations make to the SDGs.*® The annual

analysis of these outcomes, and of ex post
evaluations, is presented to the Board of
Directors every year. Furthermore, a study
on the topic of employment in infrastruc-
ture, as well as an ex post study on
investment funds, were finalized in 2016.
An ex post study on credit lines was also
launched in the same year.

% http:/www.deginvest.de/

5 Geschaftspolitischen Projektrating (Corporate-Policy
Project Rating): adaptation of the mechanism developed
by Germany's DEG.

% Its monitoring indicators are based on SDGs 3,4,5,7,8,
9,10,12,13
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Focus

Results
indicators: the
main principles

The results indicators were introduced
with the aim of quantifying and conso-
lidating, in a summarized form, the
outcomes of AFD’s operations in foreign
countries (since January 1¢t 2004), and
in the French overseas territories (since
January 1¢t 2005).

These indicators, which are monitored
every year, have been subject to an
overall assessment of eight years of use.
The diagnostic was completed in March
2013, and the indicators were subject to
a revision, which takes into account the
lessons learned from this study.

These indicators are called
“aggregatable indicators” and are
quantified indicators which include
indicators on achievements and
outcomes. They are consequently
positioned between monitoring the
means and the impacts themselves,
for example:

- means: financial commitments;

- achievements: number of schools
built, number of health facilities built...;

-> outcomes: number of children
entering school, number of beneficiaries
of health facilities...;

-> impacts:improvement in the literacy
rate, reduction in the mortality rate...

The aggregatable indicators are not,
strictly speaking, impact indicators.
They measure the achievements and
outcomes made possible by the initial
means mobilized by external financing.
Consequently, the achievements

and outcomes are the most tangible
instrument that can be monitored during
the cycle of operations.

To take this further, the impact
assessments estimate the effect which
can be directly attributed to an operation,
by comparing situations before and after
the operation between the beneficiary
group and a comparable control group.

The impact indicators do not allow

the impacts of the action of Official
Development Assistance to be rapidly
identified. These impact indicators
(“child mortality”, “literacy rate™..)
generally have a high level of inertia and
are statistical measurements of highly
complex phenomena on which Official
Development Assistance (ODA) generally
only has a partial impact. They also very
often depend on the complex major
macroeconomic and socio-demographic
trends. In addition, the time factor plays
an important role in them.

To measure the outcomes of cofinanced
projects, AFD applies a “contribution”
rationale. This rationale consists in
considering that AFD’s contribution
participates in achieving the overall
outcome of the funded project or
program. This means that in the case of
a cofinanced project, AFD contributes
to all the project outcomes and does not
only attribute certain outcomes to itself,
which would only be attributable to the
components it finances, or part

of the overall outcomes in proportion to
its financing.

In 2006, a decision was made over the
question of quantifying the aggregatable
indicators in proportion to the share

of AFD’s financing: the quantification

is carried out for the entire project/
program, and the compilation of the
aggregatable indicators includes AFD’s
“effort ratio”, i.e. AFD’s share in the total
financing. This choice stems from the
combination of two arguments:

1.the approach taken is that of the
contribution to and not the attribution of
development outcomes, in line with the
Paris Declaration on Aid Effectiveness;

2.the monitoring of implementation
and final evaluation concern the entire
investment financed.

AFD has a guide which aims to
provide a methodology on how to use
and estimate aggregatable indicators
for its operations in foreign countries.
It gives an overview of all the
questions the user will have to address
when dealing with these indicators.
Itis also a support for reading and
understanding the development
outcomes estimated by AFD thanks to
the aggregatable indicators.

- User Guide for Aggregatable
Indicators in Foreign Countries (2007);%

- User Guide for Aggregatable
Indicators in the French Overseas
Territories (2007).%

% https:/www.afd.fr/media/download/4075
57 https:/www.afd.fr/media/download/4074
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Focus
PROPARCO’s tool
to measure results
and impacts

In addition to rating the risks of the
counterparty, the profitability of

the operation, the alignment with
PROPARCO’s strategic orientations and
its advisory role, the Geschdftspolitisches
Projectrating® (GPR) tool assesses the
impacts that the various types of funded
projects have on development,i.e.,in
particular, the impacts of operations

on public revenues, employment,
training, the transfer of know-how,

governance, environmental and social
performance, the social impacts (social
protection, salaries, non-discrimination,
gender) and environmental impacts
(green projects, ecological footprint,
certification efforts...), as well as the local
accessibility of products and services.

CORPORATE SOCIAL
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8.10 REPORTING ON
IN-HOUSE SOCIAL
RESPONSIBILITY

AFD’s social reporting has been developed
using the Human Resources Information
System, comprising a commercial sof-
tware package (Pleiades), which is used
to manage all the headquarters and expa-
triated staff (administrative management,
career management...), and is the source
of all the Group’s social data concerning
this staff.

The reporting on HR data for locally
recruited officers in some 72 agencies
around the world is mainly based on data
collected monthly in the agencies, by
headquarters, in the context of HR Group
management (career and recruitment
management, administrative manage-
ment and compensation, budget mana-
gement control). It also allows this popula-
tion, who are also covered by AFD’s social
protection mechanisms and the pension
scheme subscribed in the form of a group
insurance and entirely covered by the
employer, to be updated in the Pleiades.

The scope of the “social” indicators is as
follows:

» “Group”: AFD, PROPARCO and Instituts
d’Emission headquarters (100% of Group
headcount);

» “France”: all employees under French
law at the AFD, PROPARCO and Instituts
d’Emission headquarters and agencies,
excluding local staff in the agencies.
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8.11 REPORTING ON IN-HOUSE
ENVIRONMENTAL RESPONSIBILITY

The data collected covers the period from
January 1% of year N to December 31¢t of
year N.Reporting on this data is conducted
annuallyand coversthe scopes 1,2 and 3 of
the GHG Protocol.

Two types of scope of study are taken into
account to conduct the environmental
assessment:

-> an “organizational scope” reflecting the
structuraland legal organization of the ins-
titution (inventory of the sites and entities
concerned);

->an “operational scope’, which defines the
types of sources to be taken into account
on a given site. To represent AFD’s opera-
tions and activities, the decision was made
to apply the operational control approach.
Consequently,the entities to beincluded are
all the entities where AFD has the power to
modify the operational policies.

ABilan Carbone® (carbon footprint assess-
ment) is an estimate, not an exact calcu-
lation of greenhouse gas emissions. The
carbon equivalent of the gases identified is
an approximation. The level of uncertainty
varies dependingon whether or notthe data
(forexample, waste, freight) is hypothetical.
The result of the Bilan Carbone® of the
headquartersis known with an uncertainty
of around 7%.

To be eligible for the “Bilan Carbone®” cer-
tification, the assessment of AFD’s GHG
emissionstakes into accountall the sources
of emissions (direct or indirect).

The environmental reporting of the network
of agencies abroad is mainly based on
a questionnaire, which is available on
an online platform. The agency’s Bilan
Carbone® reference person, who has pre-
viously been identified and authorized to
feed into the questionnaire, is responsible
for collecting data. Following the collection
phase, the data are aggregated to develop
a Network Bilan Carbone®. It is sometimes
difficult to obtain certain data due to the
economic or structural context of agencies
(complicated geopolitical framework, diffi-
cultiestoaccessinformation,joint property
ownership...). There was a 78% response
rate to the 2016 Bilan Carbone®.

The indicators relating to the number of
officers have been calculated on an average
full-time equivalent (FTE) basis, excluding
service providers.
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Scope of “environment” indicators:

- “Group”: AFD, PROPARCO, and Instituts
d’Emission headquarters (100% of Group
headcount);

- “AFD”: AFD headquarters and agencies
(85.57% of Group headcount);

-> “Headquarters”: AFD and PROPARCO
headquarters (52.75% of Group headcount);

-> “AFD headquarters”: only AFD’s head-
quarters, including CEFEB and excluding
PROPARCO (45.68% of Group headcount);

->"AFD Paris headquarters™:AFD headquar-
ters, excluding CEFEB: Barthes and Mistral
buildings (44.78% of Group headcount);

-> “France”: all employees under French
law, headquarters and agencies, AFD,
PROPARCO and Instituts d’'Emission, exclu-
ding local agency staff.

8.11.1 Information system

The data provided are established on
the basis of exchanges with the resource
persons from the departments and local
agencies concerned, and using various
documents - contracts, project sheets,
reports, invoice statements and manage-
ment systems. Monitoring dashboards for
environmental indicators, which are vali-
dated during committee meetings, are also
reporting toolstotrace the datatransferred
and ensureitisreliable.

The data collection process requires the
contributors to collect and consolidate,
where necessary,the activity data according
tothe defined scope. They ensure that these
data are consistent.

Varioustools support the preparation of the
assessment of the GHG emissions of the
headquarters (collection file, consolidation
tool and the Bilan Carbone® spreadsheet
of the Bilan Carbone Association (ABC)).
A management and support tool is made
available to contributors in the network:an
online platform allows the data from the
contributors of each agency to be collected
and consolidated.

8.11.2 Comments by type of data

Professional travel

Scope of data: “Headquarters”

Professional travel includes travel by train
and plane.

Itis mainly managed by the service provider
Amex, which provides an annual extraction
from its system, including the number of
kilometers travelled by officers from the
headquarters of AFD (Mistral and Barthes)
and PROPARCO and by type of transport
(plane and train),and the class in which the
employee travelled. The Amex reporting
can include data on travel by consultants
(excluding officer staff). This travel is esti-
mated at less than 5% of the data provided
by Amex. This methodology has been refined
compared to 2013.

Additional reporting is conducted in order
to report on travel by CEFEB officers and
missions entrusted to consultants.

AFD Group’s 2016 carbon footprint is
given in the Appendix.

CORPORATE SOCIAL
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APPENDIX 1:

CLIMATE

BOND REPORTING

Backing project funds, climate benefits,
and ESG governance December 31512016

1 - Presentation of the
transaction

AFD made its first 10-year climate bond
issue for EUR 1bn on Wednesday Sep-
tember 10" 2014. The process was built
usingthe “Green Bond Principles”in order
to contribute to the creation of common
standards. It is based on four main prin-
ciples:the justification of the use of funds,
monitoring of flows, an external opinion
and, finally, robust reporting.

« Use of funds: the projects backed by the
bond are mitigation or sequestration
projects, either existing or future projects,
which have an ex ante carbon footprint
calculation showing an annual reduction
of at least 10kTeq CO,. Only projects for
which the first payment took place in
2011 or later have been selected.

Monitoring of flows: the system chosen
by AFD consists of backing a portfolio
of eligible assets whose volume is at all
times higher than that of the bond. AFD
will back new eligible projects until the
bond’s maturity date, in such a way that
their outstanding amountis at all times
higher than the amount of the bond.

External opinion: AFD has mandated
Vigéo, which participated in determi-
ning the project selection methodology.
At the end of its assignment, the rating
agency delivered an opinion on our
methods, which is available on AFD’s
institutional website.

Robust reporting: AFD has made a
commitment to report annually on the
situation of the portfolio. This informa-
tion gives rise to certification by one of
our Statutory Auditors.

2 - Financial characteristics
of the transaction

Amount: EUR 1,000,000,000

Transaction date: 10/09/2014

Payment date: 17/09/2014

Maturity date: 17/09/2024

Price relative to French Government:
OAT + 14 bps

Price relative to swaps: 6-month EURIBOR
+25bps

Equivalent 6-month EURIBOR for calcu-
lating CRM: 6-month EURIBOR

+ 27.4 bps (after commission)
Redemption: Bullet

CORPORATE SOCIAL
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3 — Available documentation 4 - Climate Bond Reporting
at31.12.2016

All documents relating to this issue are
available at the following address:
https:/www.afd.fr/page-thematiqueaxe/

climat

4.1 - Breakdown of funds
backing eligible projects by
sector and geographical area

37 financing

Outstanding
amount
EUR 1,455m

operations
31 projects

B Latin America [ Transport  [I] Biological
and Caribbean sequestration
[ ] Renewable
| Asia energies
B Africa [ Fuel Switch
[ Mediterranean [ Energy
efficiency

= Examples of projects backed to the Green Bond issue

Ouarzazate solar power plant in Morocco

Morocco suffers from significant energy dependence which, combined with
the upward trend for oil prices, puts a heavy strain on the country’s budget.
Morocco is also one of the sunniest countries in the world and its desert
areas are highly suitable for concentrated solar power plants. Consequently,
in 2009, the Government launched the Moroccan Solar Plan, with the
objective of generating 2,000MW of solar electricity by 2020. The aim is

to supply the local market and export to Europe. The construction of the
concentrated solar power in OQuarzazate, in which AFD participated in 2011
viaa EUR 100m loan for the 1¢t phase, fits in with this context. In the long-
term, the power plant is expected to have a capacity of 500MW, meaning it
will reduce annual CO, emissions by some 900,000 tons, while reducing the
negative impact that imported fossil fuels have on the State budget.

Cairo Metro in Egypt

With 16.2 million inhabitants, Cairo is the largest city in Africa. As with all
megacities in the South, it is faced with a serious problem of urban travel.

The municipality has set out to address the situation by developing a public
transport policy. AFD is supporting the extension of the metro by financing the
construction of a third line (two loans allocated in 2009 and 2012, for a total of
EUR 344m). By 2022, Line 3 of the metro will carry some 2 million passengers a
day. Once it has opened, annual greenhouse gas emissions will be reduced by
some 130,000 tons of CO,, while traffic-related disturbances will be reduced.
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= The sectors

Renewable energies: solar, photovoltaic, wind farm or biomass projects.
Transport: urban or inter-urban public rail transport projects.

Energy efficiency: projects to upgrade power transmission and distribution
grids and rehabilitate water supply systems.

Fuel switch: projects to upgrade power transmission and distribution

grids with a change in fuel.

Biological sequestration: projects to combat deforestation,

for plantations, agroecology.

= What is a “climate” project?

AFD defines a “climate” project as a development project with positive co-
benefits for the climate, i.e. it contributes to climate change mitigation (reduction
of greenhouse gas emissions) or to adaptation to the impacts of climate change.
In the present case, only mitigation projects that demonstrate greenhouse gas
emission reductions are taken into consideration.

InEURM Outstanding amount at 31/12/2016 by sector
Country Energy Renewable Fuel Waste Biological Transport Overall
efficiency energies switch management | sequestration total
Bangladesh - -
Brazil 66.54 250.00 316.54
Chile 20.11 2011
China 55.81 17.25 57.83 41.64 172.53
Dominican 210.92 210.92
Republic
Egypt 49.90 49.90
Ghana 39.93 50.59 14.00 104.52
India 222.24 222.24
Indonesia 3.39 3.39
Kenya 96.51 96.51
Morocco 77.50 23.00 100.50
Nicaragua 35.49 35.49
Pakistan 7.66 7.66
Panama 30.85 30.85
Peru 2.56 2.56
South Africa 16.26 16.26
Turkey 36.47 36.47
Uruguay 28.70 28.70

69)
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4.2 - Climate benefits via the
ex ante measurement of the
carbon footprint of projects at
sectoral level

To finance investments, the emissions
generated and emissions reduced by
the project are systematically quantified
using a robust and transparent metho-
dology and tool, in line with international
good practices, to estimate the carbon
footprint of projects.

The methodology adopted by AFD via this
tool is based on the following principles:

- the calculation of the carbon footprint
aims to estimate the net emissions gene-
rated or reduced by a project, by calcula-
ting the differential in emissions between
those generated by the project and those
of a baseline situation;

-the baseline situation selected is the “wit-
hout a project” situation and not an alter-
native to the project (except for renewable
energy projects);

- the main emission items taken into
accountin the calculationinclude both the
direct and indirect emissions of projects;
- the calculation concerns GHG emissions
throughout the lifecycle of projects.

4.3 - Assessment of the
environmental and social risks
related to funded projects

AFD Group aims to promote sustainable
and equitable development in the opera-
tions it finances in developing countries
and the French overseas territories.
Consequently, its financing is conditional
on the contracting authorities imple-
menting an ongoing environmental and
social assessment process to assess the
environmental and social impacts of ope-
rations.The evaluation involves characte-
rizing therisks that a project may have for
the environmentand populations, with the
aim of finding ways to prevent, reduce or
offset the project’s negative environmen-
tal and social externalities. During the
project identification phase, AFD Group
conducts a preliminary environmental
and social analysis of the project. This first
stage leads to the definition of the main
environmental and social issues brought
about by the implementation of the pro-
ject and an initial identification of the
potential risks is conducted. On the basis
of this information, the project is clas-
sified in one of three categories: A (high
environmental or social risks), B (mode-
rate risks) or C (low risks). The breakdown
of the number of projects by sector and
E&S classification is as follows:

70 CORPORATE SOCIAL
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Breakdown of number of projects
by sector and E&S classification

40

4.4 — Annual reductions in CO,

In terms of the climate benefit related to
backed projects, the overall total below
(5,280,000Teq CO, a year) corresponds to
thetotalvalue of the assessments of tons of
equivalent CO, reduced or avoided by these
projects per year,which results from carbon
footprint calculations conducted ex ante for
each project (average annualized value for
the lifecycle of each project).
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Amountin kTeq CO,

Continent Renewable Fuel

Energy Biological Transport

efficiency energies switch sequestration
Sub-Saharan Africa 1,785 160 142
Latin America and 733 42
Caribbean
Asia and Pacific 206 172 850 412 32
Mediterranean and 270 186
Middle East

Overall total 206 2,960 | 1,010 | 554

APPENDIX 2: AFD GROUP’S
2016 CARBON FOOTPRINT

Headquarters: Network:

21,962Teq CO, 11,400Teq CO,

Fixed assets 6% Fixed assets 20%
Waste <1% Waste <1%
Travel 64 % Travel 53%

Freight 5%
Inputs 22%
Excl. energy 1.1% Energy 21%
Energy 2% Inputs 5%

43 agencies replied to the questionnaire, i.e. 41% of the total.
The carbon footprint N-1 was recorded for 13 agencies,
which corresponds to an assessment of 8,100Teq CO,.
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APPENDIX 3: LIST OF
MAIN INTERNET LINKS

« CSR Action Plan 2014-2016: « Carbon Footprint Headquarters and Network
https:/www.afd.fr/media/download/505 2013-2015:
https:/www.afd.fr/media/download/4082

- Ethics Charter:
https:/www.afd.fr/media/download/3864 + AFD’s Code of Conduct for Buyers:
https:/www.afd.fr/media/download/4081

- Transparency policy:
https:/www.afd.fr/media/download/4076 « Annual Report, 2016:
https:/www.afd.fr/rapport-activite-afd-2016

- Environmental and social risk management
approach to operations financed by AFD Group: - Registration Document, 2016:
https:/www.afd.fr/un-developpement-responsable https:/www.afd.fr/espace-investisseurs#66

« General policy on combating corruption, « Activity Data Report, 2012-2016:
fraud, anti-competitive practices and AML/FT: https:/www.afd.fr/media/download/4083
https:/www.afd.fr/media/download/4077

« Sectoral Intervention Framework
“Energy” 2012-2016:
https:/www.afd.fr/media/download/4078

- Crosscutting Intervention Framework
“Gender” 2014-2017:
https:/www.afd.fr/media/download/487

« Sectoral Intervention Framework “Food secu-
rity in Sub-Saharan Africa” 2013-2016:
https:/www.afd.fr/media/download/4079

-Crosscutting Intervention Framework
“Biodiversity” 2013-2016:
https:/www.afd.fr/media/download/4071

- Crosscutting Intervention Framework
“Climate-Development” 2012-2016:
https:/www.afd.fr/media/download/4080
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