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Summary

Summary

The objective of this report is to identify which large
German banks and multilateral financial institutions with
German involvement are important investors in the pro-
duction of bioenergy and which credit policies they have
developed to screen clients from this sector.

FINANCING BY MULTILATERAL BANKS

An analysis is made of the involvement in the financing
of the bioenergy sector of the following four multilateral
development banks, of which Germany is a member:

African Development Bank (German voting share
4.065%): has not been involved in financing
bioenergy projects to any significant extent yet, but is
planning to invest in the coming years in biofuel
projects Liberia, Madagascar, Mozambique Nigeria,
South Africa and Zambia;

Asian Development Bank (German voting share
3.752%): has been involved in bioenergy financing in
a modest way since mid-2007 by assisting China
and the countries in the Greater Mekong subregion
to develop biofuel policies. In April 2008, the ADB
provided financing to five private equity funds focus-
sing on renewable energy, which has several small-
scale biofuel projects in the portfolio;

European Investment Bank (German share 16.17%):
has started financing bioenergy projects in an active
way since 2007, in line with EU policies. Has pro-
vided loans to investment funds focussing on small-
scale bioenergy projects, but also to the research ef-
forts of a large bioenergy company in Spain, to a
municipal biomass incineration plant in the Nether-
lands and to ethanol plants in the United Kingdom.
The financing of a biodiesel plant in Poland is con-
sidered;

Inter-American Development Bank (German voting
share 1.896%): is strongly involved in financing the
biofuel sector, by assisting Argentina, Costa Rica,
Colombia, Dominican Republic, El Salvador, Guate-
mala, Guyana, Haiti, Honduras and Peru with devel-
oping national biofuel development policies. In July
2008, the IADB arranged a US$ 648 million invest-
ment in three new ethanol plants in south-central
Brazil, by far the largest investment by any multilat-
eral bank;

World Bank (German voting share in IBRD 4.49% and
in IFC 5.36%): the IBRD seems to refrain from invest-
ment in the bioenergy sector, but over the past four
years the IFC has been investing steadily in biofuel
and other bioenergy projects in Brazil, Guatemala,
India, Nicaragua, and Peru. Total investment ar-
ranged by the IFC for these projects is US$ 465 mil-
lion, of which a large part is directly related to
bioenergy production.

SUSTAINABILITY STANDARDS

The multilateral banks have developed social and envi-
ronmental safeguard policies, which aim to minimize
damage to the environment and to social interests by
their investments. Some private banks follow the stan-
dards set by the multilateral banks and some have
committed to other ecologic and social sustainable stan-
dards and policies (such as the Equator Principles).
These policies are known as screening policies, as they
are used to screen (compare) existing and new clients
against certain criteria to determine if they are eligible to
receive  financing from the bank.

To assess which screening policies are relevant to deal
with the environmental and social consequences of
bioenergy production, the content of all policies is
evaluated on the following topics:

To what extent the financial institutions have estab-
lished monitoring and verification processes which
can assess the implementation of sustainability crite-
ria for bioenergy projects?

Do the financial institutions have established mecha-
nisms for non-compliance and if so: how are they
implemented?

To which extent do these banks demand their clients
to involve stakeholders in new project developments,
e.g. Free Prior Informed Consent, level of participa-
tion, etc.?

In how far “Good Governance” is addressed within
the credit policies of the financial institutions?

Table 1 provides a comparison of the relevance of the
standards developed by multilateral banks and other in-
ternational sustainability standards for financial institu-
tions intending to screen clients in the bioenergy sector.
The assessment takes three elements into account:

Is the standard designed for the financial sector and
tailored to the specific needs and characteristics of
the sector?

Does the standard deal in detail with the social and
environmental issues related to the bioenergy sector?

Is the standard confined to specific financial services,
such as project finance or export credits, or does it
apply to all financial services?

The comparison shows that the World Bank standards
are most useful for financial institutions to screen clients
in the bioenergy sector, as these standards are designed
for financial institutions, are sufficiently specific on the
environmental and social issues related to the bioenergy
sector and are applicable to all financial services. The
Equator Principles and the OECD Recommendation on
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Common Approaches have the same content, but are
limited to a specific form of financial services: project fi-
nance respectively export credits.

The Principles on Sustainable Biofuel Production, which
are still under development, will also be sufficiently de-
tailed and specific. Although they are not designed for
financial institutions yet, the recently announced collabo-
ration between the Roundtable on Sustainable Biofuels
and the Inter-American Development Bank will probably
make these principles applicable by financial institutions
as well.

The other sustainability standards are not very useful for
financial institutions to screen clients in the bioenergy
sector, as these standards lack the necessary details (UN
Global Compact, UNEP FI Statement and WBCSD Fi-
nancial Sector project) or are not easily applicable in the
financial sector (OECD Guidelines for Multinational En-
terprises).

FINANCING BY PRIVATE BANKS

Our research into the financing of the global bioenergy
sector identified 15 German financial institutions which
were found to be involved in the financing of a total of 43
producers of bioenergy, active in Asia, Latin America,
North America and Europe. Without doubt German banks
will be involved in many more bioenergy producers, but the
findings can be considered as an significant sample. Ger-
man banks were found to be involved in 41 bioenergy pro-
ducers and 2 large soy traders (whose soybeans will be
used for biodiesel production in Europe). Most bioenergy
producers are producing ethanol or biodiesel, but electric-
ity, biogas and biojet fuel are also produced.

In Table 2 an overview of these 15 German financial in-

stitutions is presented, listing the number of bioenergy
producers they are related to. For each bank, the pri-
mary feedstocks are mentioned which are used by the
bioenergy producers they are financing. Also, the loca-
tion of the bioenergy plants of the bank’s clients is men-
tioned. It should be noted, however, that some bio-
energy producers use imported feedstocks (from outside
the region they are located in).

As is shown in Table 2, WestLB is most involved in fi-
nancing bioenergy producers. Among the 43 bioenergy
producers found, 28 are financed by WestLB. The clients
of WestLB use all kinds of feedstocks and are located in
Germany, Europe, Asia, South and North America.

Significantly behind WestLB, Deutsche Bank is the sec-
ond most important financier of bioenergy producers
among German banks. The bank is found to finance 12
companies, which also use a range of feedstocks. These
companies are located in Germany, Europe, Asia, South
and North America.

Relatively important are also Dresdner Bank and HSH
Nordbank, both financing 5 bioenergy producers. The
clients of HSH Nordbank are fairly concentrated, mostly
in South America and Asia, and use palm oil, soy,
sugar or corn. The clients of Dresdner are more dis-
persed and use a broader range of feedstocks.

SUSTAINABILITY STANDARDS
ADOPTED BY PRIVATE BANKS

The credit policies of the German financial institutions
listed in Table 2, which all are involved in the financing
of bioenergy companies, were researched. Table 3 pro-
vides a summary of the findings on these credit policies,
with regard to various topics and issues.

TABLE 1:  RELEVANCE OF SUSTAINABILITY STANDARDS
FOR SCREENING BIOENERGY CLIENTS

Standard Designed for 
finance 

Details Scope 

ADB policies Yes No Broad 

AfDB policies Yes No Broad 

EIB policies Yes No Broad 

Equator Principles Yes Yes Project finance 

IADB policies Yes No Broad 

OECD Guidelines for Multinational Enterprises No Yes Unclear 

OECD Recommendation on Common Approaches Yes Yes Export credits 

Principles on Sustainable Biofuel Production No Yes Broad 

UN Global Compact No No Broad 

UNEP Finance Initiative Statement Yes No Broad 

WBCSD Financial Sector project Yes No Broad 

World Bank policies Yes Yes Broad 

Summary
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As Table 3 shows, 8 out of the 15 German financial in-
stitutions found to be involved in financing bioenergy
companies, indicate that the financing of the renewable
energy sector (including the bioenergy sector) is an im-
portant business segment to them. But at the same time,
5 out of 15 financial institutions do not even acknowl-
edge publicly that they have a shared responsibility for
the environmental and social impacts of the activities
they finance. Of these 5 financial institutions, 4 do not
see renewable energy as an important sector and were
found to be involved in one or two bioenergy compa-
nies. But HSH Nordbank sees the renewable energy sec-
tor as very important and was found to be involved in
the financing of 5 bioenergy companies. This makes the
absence of its responsibility acknowledgement worrying.

But clearly the acknowledgement by a financial institu-
tion that it shares a responsibility for the environmental
and social impacts of the activities it finances is only the
first step. This acknowledgement needs to be translated

in concrete actions: development of standards, screening
of clients on social and environmental impacts and
mechanism to ensure that clients will (continue to) meet
the standards.

A first step in this process can be the commitment to ex-
isting international standards. 10 out of 15 banks have
committed to one or more standards. Of these, the
broad non-specific standards as the UNEP FI Statement,
the UN Global Compact and the report of the World
Business Council for Sustainable Development are
mostly useful as reaffirmation that the financial institu-
tion takes sustainability issues seriously.

More detailed, and therefore more useful for screening
bank clients on social and environmental issues, are the
World Bank Standards and the standards derived from
these (OECD Common Approach and the Equator Prin-
ciples). 6 financial institutions out of 15 have committed
to one or more of these.

TABLE 2: GERMAN BANKS AND BIOENERGY PRODUCERS, PER BANK

Bank Bioenergy 
producers 

Feedstocks used Location of  
bioenergy plants 

Bayerische Landesbank 3 wood residues, rape, soy, rye Germany, Europe 

Berenberg Bank 1 municipal waste Germany 

Commerzbank 3 soy, sugar, corn South America 

Deutsche Bank 12 wood, municipal waste, palm oil, 
sunflower, soy, sugar, wheat, rape, corn, 
castor, jatropha 

Germany, Europe, Asia, 
South and North America 

Dresdner Bank 5 municipal waste, rape, soy, rye, sugar, 
palm oil 

Germany, Europe, Asia, 
South America 

Euler Hermes 1 rape, soy, rye Germany 

HSH Nordbank 5 palm oil, soy, sugar, corn South America, Asia 

HypoVereinsbank 3 rape, soy, rye, wheat, sugar, wine alcohol Germany, Europe, South 
and North America 

KfW 3 municipal waste, soy, sugar, corn South America 

Landesbank Baden-
Würtemberg 

2 rape, soy, rye, sugar, corn Germany, South America 

Landessparkasse zu 
Oldenburg 

1 municipal waste Germany 

Mercedes-Benz Bank 1 rape, soy, rye Germany 

Norddeutsche Landesbank 3 rape, soy, rye, municipal waste, corn Germany, North America 

Sal.Openheim & Cie. 2 sugar South America 

WestLB 28 wine alcohol, municipal waste, palm oil, 
soy, corn, wheat, sugar, rendered animal 
fats, greases 

Germany, Europe, Asia, 
South and North America 

Total 43   

 

Summary
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Just committing to one of these standards does not imply
that they are applied on all financial services, however.
The World Bank standard are developed by a multilateral
bank, which has a different position than commercial
banks. Moreover, the Equator Principles only apply to
project finance and the OECD Common Approach only

to export credits. It is therefore desirable that financial
institutions develop their own credit policies, tailored to
their circumstances, financial services and organisation.
2 financial institutions claim to have done that, while 4
indicate to be in the process. Two others apply the
World Bank standards on all transactions.

Bank Bioenergy 
clients 
Total 

Impor-
tance 
for the 
bank 

Acknow-
ledging 
respon-
sibility 

Stan-
dards 
* 

Credit 
policies 

Bio-
energy 
policy 

Stake-
holder 
invol-
vement 

Evalua-
tion 
and 
moni-
toring 

Non-
com-
pliance 

Bayerische 
Landesbank 

3 Low Yes UNEP 
WB 

Yes - - - - 

Berenberg Bank 1 Low No No - - - - - 

Commerzbank 3 High Yes UNEP 
GC 
CA 

- - - - - 

Deutsche Bank 11 High Yes UNEP 
WB 
GM 
GC  

Yes - - Yes - 

Dresdner Bank 5 High Yes UNEP 
WBC 
EP  

Under 
dev. 

- - - - 

Euler Hermes 1 High Yes CA Follow 
WB 

- Yes Yes - 

HSH Nordbank 5 High No UNEP - - - - - 

HypoVereinsbank 3 High Yes UNEP 
GC EP 
WB 

Under 
dev. 

- Yes Yes Withdrawal 

KfW 3 Low Yes UNEP 
EP 
WB 

Follow 
WB 

Under 
dev. 

Yes Yes - 

Landesbank 
Baden-
Würtemberg 

2 High Yes UNEP Under 
dev. 

- - - - 

Landessparkasse 
zu Oldenburg 

1 Low No No - - - - - 

Mercedes-Benz 
Bank 

1 Low No No - - - - - 

Norddeutsche 
Landesbank 

3 High Yes No - - - - - 

Sal.Openheim & 
Cie. 

2 No No No - - - - - 

WestLB 28 High Yes UNEP 
GC EP 

Under 
dev. 

Under 
dev. 

Under 
dev. 

- - 

* Standards:

-  UNEP= UNEP FI Statement
-  GC = UN Global Compact
-  EP = Equator Principles

-  WBC = World Business Council for Sustainable Development
-  WB = World Bank Standards
-  GM = OECD Guidelines for Multinational Enterprises
-  CA = OECD Recommendation on Common Approaches

TABLE 3: EVALUATION OF BIOENERGY POLICIES OF GERMAN BANKS

Summary
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As the bioenergy sector has specific social and environ-
mental characteristics, it would also be recommendable
if financial institutions develop a specific screening policy
for this sector. None of the 15 financial institutions has
done so yet, although WestLB indicates to be developing
a bioenergy policy. KfW Bankengruppe has recently pub-
lished a position paper on agrofuels, which can be seen
as an important step in the development of a credit
policy on the topic.

RECOMMENDATIONS
TO THE GERMAN GOVERNMENT

The German government has various options to try to
prevent and minimise the undue social and environmen-
tal consequences of the financing of bioenergy projects
by German and multilateral banks:

The German government can use its influence as an
influential member of the five multilateral develop-
ment banks (AfDB, ADB, EIB, IADB and World Bank)
to press all four development banks to further de-
velop their social and environmental criteria for fi-
nancing bioenergy projects, and rethink their role as
development banks in this sector. In this process, the
recent investments by the four multilaterals in bio-
energy projects could be assessed against the draft
Global principles and criteria for sustainable biofuels
production.

The German government can bring German private
banks involved in the bioenergy sector together, to
develop a joint project in which German banks aim
to amend the draft Global principles and criteria for
sustainable biofuels production of the Roundtable on Sus-
tainable Biofuels into a concrete credit policy appli-
cable to all their financing activities in this sector.
In parallel, this project could develop mechanisms
for (joint) verification, to ascertain if the bioenergy
companies which are being financed do meet (and
continue to meet) the social and environmental crite-
ria set by the banks. This verification should be
complemented by an independent compliant mecha-
nism for affected people, like the ones established by
the multilateral banks. A precondition for such a
verification and complaint mechanism is increased

transparency by the German banks with regard to
the bioenergy companies they have been financing.

The German government could also explore possi-
bilities to sharpen and clarify existing German finan-
cial sector regulations. By providing additional guid-
ance how existing regulations need to be interpreted
to avoid undue sustainability risks, the financial sec-
tor could be shown how to take its responsibility to-
wards society. The following regulations are most rel-
evant:

Risk management: the Solvency Ordinance (Solva-
bilitätsverordnung) and the regulation on the Mini-
mum Requirements for Risk Management (Mindest-
anforderungen an das Risikomanagement) could be
amended by the Bundesanstalt für Finanzdienst-
leistungsaufsicht (BaFin) to give more explicit attention
to sustainability risks;

Millionenkredite: The reporting rules of the Groß-
kredit- und Millionenkreditverordnung could be comple-
mented by a bank statement on how the sustaina-
bility risks related to these large loans are assessed.

Financial analysis: The Financial Analysis Ordinance
(Finanzanalyseverordnung) could explicitly demand
knowledge of the relationship between sustainability
issues and the financial performance and risks of
specific securities.

Securities prospectus: The Securities Prospectus Act
(Wertpapierprospektgesetz) and the Act implementing
the Prospectus Directive (Prospektrichtlinie-Umsetzungs-
gesetz) could explicitly demand information on
sustainability issues which could have an influence
on the risks related to an investment in the company.
This could include information on the exact sourcing
of their feedstocks and agreements with suppliers on
social and environmental issues.

Know Your Customer: The Money-Laundering Law
(Geldwäschegesetz) could include sustainability is-
sues among the issues to be monitored by the bank
as part of the ongoing business relationship with cli-
ents.

Summary
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Introduction

Introduction

The objective of this study is to analyse and evaluate
(against sustainability criteria) the credit policies for

the energetic use of biomass developed by large Ger-
man and multilateral financial institutions, to develop
proposals for government actions to improve these credit
policies.

The objective of the study results in the following con-
crete research questions:

Which large German banks (commercial and public,
such as different Ländesbanker, KfW and Euler
Hermes) and multilateral financial institutions with
German involvement (such as European Investment
Bank, World Bank Group and Regional Develop-
ment Banks) are important investors in the produc-
tion of bioenergy? What are the key data on these
investments: volume of investments, regions, tech-
nologies, feed stocks, transport infrastructure, scale
of projects, etc.?

Which of these large German and multilateral finan-
cial institutions have established, or are on their way
to establish, credit policies for the bioenergy sector
(including production, processing and transport in-
frastructure)? How far are they in operationalising
these policies?

To which general ecologic and social sustainable
standards/policies (such as the Equator Principles)
these large German and multilateral financial institu-
tions have committed, which are relevant for the
bioenergy sector, banks have committed to? To what
extent and in which way these standards and policies
are relevant?

To what extent the financial institutions have estab-
lished monitoring and verification processes which
can assess the implementation of sustainability crite-
ria for bioenergy projects?

Do the financial institutions have established mecha-
nisms for non-compliance and if so: how are they
implemented?

To which extent do these banks demand their clients
to involve stakeholders in new project developments,
e.g. Free Prior Informed Consent, level of participa-
tion, etc.?

In how far “Good Governance” is addressed within
the credit policies of the financial institutions?

What actions could be taken by the German govern-
ment to  improve the sustainability performance of
large German and multilateral financial institutions
with regard to the financing of bioenergy projects, for
instance by improving transparency, stimulating the
development and implementation of credit policies
for the bioenergy sector, etc.

This report provides an overview of the findings on these
research questions. Chapter 1 discusses the activities of
five multilateral banks (ADB, AfDB, EIB, IADB and World
Bank) in the bioenergy sector, as well as the policies they
have developed. In Chapter 2 other sustainability stan-
dards are discussed which could be relevant for financial
institutions to screen clients in the bioenergy sector on
social and environmental issues. Each sustainability
standard is discussed briefly, especially with regard to its
relevance for bioenergy.

Chapter 3 provides an overview of how German finan-
cial institutions are involved in the financing of
bioenergy companies. Chapter 4 evaluates the credit
policies of German financial institutions in the field of
bioenergy.

A summary of the findings of this report can be found
on the first pages of this report.
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Chapter 1 - Multileteral banks and bioenergy

1.1 AFRICAN DEVELOPMENT BANK

1.1.1 Introduction

The African Development Bank Group was established
in 1964. It is focussing on the African continent and has
the following subsidiaries:1

African Development Bank (AfDB)
African Development Fund (AfDF)

Germany has a voting share of 4.065% in the  Board of
Directors of the African Development Bank.2

1.1.2 Financing bioenergy projects

To date, the African Development Bank has not financed
significant bioenergy projects, but the bank is the pro-
cess of increasing its financing in this sector consider-
ably. The following information was found on new initia-
tives and bioenergy projects in the pipeline:

The Financing Energy Services for Small-Scale Energy
Users (FINESSE) Africa program of the AfDB was started
in 2003, financed by the Dutch government. The pro-
gramme aims to assist countries in Africa to formulate
appropriate policy and regulatory frameworks and to
develop capacity to generate a pipeline of investment
projects in renewable energy (including bioenergy) and
energy efficiency. No bioenergy projects have been fi-
nanced under this programme yet, but there is one
project in the pipeline: support to sugar cane for pro-
duction of bio-ethanol in Mozambique.3

The AfDB’s Private Sector Department (OPSM), with
support from the Danish government, has compiled
a project pipeline of renewable energy projects for
2007-2008. This pipeline includes biodiesel projects
in Liberia, Madagascar, Nigeria, South Africa and
Zambia with a total productive capacity of at least
150 million litres per year.4

The African Development Bank is working on a Clean
Energy Investment Framework for Africa. The AfDB pro-
vide technical and financing support for the aspirations
of member countries to ensure access-for-all to reliable
energy supplies. countries would need especially to
raise the priority of finding effective solutions to meeting
the basic energy needs of the poorer communities,
most often in remote rural areas. Efforts to adequately
promote rural electrification, decentralized approaches,
and reverse deforestation will be key in this process.

Support for various forms of biofuels is also proposed:
“Liquid biofuels that can substitute, in part or wholly,
for refined petroleum fuels can significantly reduce Af-

rican countries’ dependence on imported oil, improv-
ing their trade balance. These fuels (e.g. ethanol and
biodiesel) are produced through relatively unsophisti-
cated industrial processes from agricultural crops,
both edible and non-edible, that can be grown in
most countries with surplus arable land and water re-
sources. To-date, however, few African countries have
formulated a serious strategy to promote the produc-
tion and utilization of liquid biofuels.5

1.1.3 Standards and policies

The AfDB applies a number of operational policies to its
loans. Some of the key safeguard policies include:

Poverty reduction: This policy states that poverty re-
duction is AfDB’s overall goal and identifies key sec-
tors for AfDB operations.

Cooperation with civil society organizations (CSOs):
This policy affirms the importance of collaboration with
civil society organizations, and of a participatory ap-
proach in general, to achieving AfDB’s poverty reduc-
tion goals. It outlines requirements for consulting
CSOs at various stages of AfDB operations and de-
scribes other types of collaboration.

Environment: The Environment Policy describes Africa’s
environmental challenges and confirms AfDB’s com-
mitment to promoting sustainable development. It out-
lines AfDB’s internal mechanisms for ensuring policy
compliance and mainstreaming environmental consid-
erations in AfDB operations. The policy also refer-
ences AfDB’s Environmental and Social Assessment
Procedures and public consultation requirements.
There are separate Environmental and Social Review
Procedures for the AfDB’s public and private sector
lending. The AfDB is currently revising its Environment
and Social Assessment Procedures and developing
new Environmental and Social Guidelines on Bank
Operations through Financial Intermediaries.

Involuntary resettlement: The Involuntary Resettle-
ment Policy outlines the responsibilities of the AfDB
and the borrower regarding the forced relocation of
people for AfDB projects. The policy’s goal is to en-
sure that resettled people receive assistance and
share in the benefits of the project so that their live-
lihoods are improved. Requirements for the prepa-
ration of a resettlement plan are included in the
policy.

Population: This policy deals with population growth
and its implications for Africa’s economic develop-
ment. It requires, amongst other things, that the AfDB
promote improved access to reproductive health and
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family planning services and address the needs of
refugees through its operations.

Gender: The Gender Policy aims to promote gender eq-
uity and gender mainstreaming throughout AfDB op-
erations. It requires the AfDB to apply gender analy-
sis to all of its activities.

Integrated water resources management: This
policy affirms that water is a universal human right
and an economic, social and environmental good. It
commits the AfDB to promoting integrated policies
and options for water resources that support water
supply and sanitation, biodiversity protection, conser-
vation, and minimize involuntary resettlement.

Agriculture and rural development: This policy aims to
improve the effectiveness of AfDB operations in the agri-
culture and rural development sector. It requires that
AfDB interventions ensure the participation of beneficia-
ries and minimize negative impacts on the environment
and the livelihoods of local communities. It also states
that AfDB lending will be guided by the International La-
bor Organization Declaration on Labor Standards.

Energy: The AfDB is currently developing an Energy
Policy to look at issues including climate change and
renewable energy.6

The AfDB has no specific policy on bioenergy, but in the
framework of the Clean Energy Investment Framework for
Africa, the AfDB states: “Caution should be exercised in
the development of biofuels. They will be dealt with on a
case-by-case basis. Where appropriate legislative and
sustainability frameworks exist, countries should be en-
couraged to produce biofuels provided it does not ad-
versely affect food security and the environment (destruc-
tion of virgin forests and biodiversity, pollution of water
supplies and ecosystems, land degradation etc.).” 7

Similar doubts were repeated by AfDB’s president
Donald Kaberuka in a television interview in August
2008: “Promoters of bio-fuels need to come up with sec-
ond and third generation energy crops that will not com-
pete with food crops.” Kaberuka said he was skeptical
about the huge investments going into energy crops pro-
duction for extraction of bio-fuels, because the move was
diminishing food production to levels that, if not
checked, the world would come to regret.

The AfDB president said there was too much stress on how
useful the bio-fuels would be to the world that was grappling
with high fuel prices, but no emphasis was placed on how
the ever-increasing population would be fed if the energy
crops production surged exponentially to food production.8

1.1.4 Monitoring, verification and compliance

At the AfDB the Operations Evaluation Despartment (OPEV)
is responsible for evaluations. Evaluation Guidelines are
designed to assist OPEV staff with the evaluation of op-
erations.9

In June 2004 the AfDB established an Independent Review
Mechanism (IRM), to provide people adversely affected by
a project financed by the Bank Group with an indepen-
dent mechanism through which they can request the AfDB
to comply with its own policies and procedures. The IRM
comprises Compliance Review and Mediation (problem solv-
ing) for public and private sector projects. for public sector
projects, the mechanism can review compliance with all
AfDB operational policies and procedures. for the private
sector projects, compliance reviews shall only be under-
taken for social and environment policies.

For authorized Compliance Reviews two experts will be se-
lected to participate in Compliance Review Panels together
with the director of the Compliance Review and Mediation
Unit (CRMU). The operation of the IRM are guided by the
IRM Operating rules and procedures.10

1.2 ASIAN DEVELOPMENT BANK

1.2.1 Introduction

The Asian Development Bank Group was established in
1966. It is focussing on the Asian continent and has the
following subsidiaries:11

Asian Development Bank (ADB)
Asian Development Fund (ADF)
Technical Assistance Special Fund (TASF)

Germany has a voting share of 3.752% in the  Board of
Directors of the Asian Development Bank.12

1.2.2 Financing of bioenergy projects

The Asian Development Bank (ADB) has financed a
small number of projects related to the development of
bioenergy production during the past two years:

In June 2007 the ADB, together with IFAD and FAO,
launched the Greater Mekong Subregion Biofuel Initia-
tive. According to the launching partners, the countries
in the Greater Mekong subregion (Cambodia, China,
Laos, Myanmar, Thailand and Viet Nam) have the po-
tential to become major biofuel producers. But there are
important hurdles that must be crossed to ensure the
success of such an initiative.

The overall goal of the initiative is to develop appropriate
strategies and options for the biofuel and rural renewable
energy sector towards reducing poverty among rural house-
holds. The planning and assessment phase of the project,
with an investment of US$ 1.0 million, ran until September
2008. The implementation phase, with an investment of
US$ 3.5 - 4.0 million, will run for three years until the end of
2010. In this phase a public-private partnership on policy
and investment cooperation will be established.13

In November 2007 the ADB approved a technical assis-
tance grant of US$ 0.9 million to China for the develop-
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ment of “National Strategies for Environmental Manage-
ment and Energy Conservation”. Specifically, the grant aims
to support PRC’s development of the macro environmental
strategy for sustainable energy crops development, through
surveys, analysis, assessments, and recommendations cov-
ering institutional, financial, and technical aspects.14

In April 2008 the Asian Development Bank announced
it will invest up to US$ 20 million each in five private eq-
uity funds focussing on the renewable energy sector in
Asia. The ADB thereby hopes to help the five funds to
attract further funds in the private market. The funds
have a combined target investment of up to US$ 1.2 bil-
lion. Four of the five funds have announced plans to in-
vest in bio-energy: 15

The MAP Clean Energy Fund (MAP) has the largest
target size of the five funds, aiming to invest a total
of US$ 400 million in 10 to 15 projects across Asia,
with a focus on Indonesia and Southeast Asia.
Among the projects considered are “bio-ethanol
projects with no competition for food crops in the re-
gion”;

The China Environment Fund III will make 15 to 20
investments of US$ 5 million to US$ 30 million. In
the pipeline are a.o. biogas projects in China;

The Asia Clean Energy Fund (ACE) will make about
15 investments of US$ 10 million to US$ 15 million
each throughout Asia. Projects in the pipeline in-
clude palm oil projects in Southeast Asia and in
biodiesel companies in the Republic of Korea;

The China Clean Energy Capital (CCEC) fund will
make 8 to 12 investments of US$ 5 million to US$
30 million each. Projects in the pipeline include in-
vestments in biomass, bio-diesel and straw-to-etha-
nol in China.

1.2.3 Standards and policies

All ADB projects have to comply with the operational poli-
cies of the ADB, which are known as Bank Policies (BPs).
All Bank Policies are collected in the Operations Manual
(OM) of the ADB. The OM also includes Operational Pro-
cedures (OPs) that spell out procedural requirements and
guidance on the implementation of policies.16

Among the Bank Policies of the ADB there are three so-
called Safeguard Policies, which deal with social and en-
vironmental standards and criteria. These three Safe-
guard Policies, all last revised in September 2006, are:

· BP20: Environmental Considerations
· BP50: Involuntary Resettlement
· BP53: Indigenous Peoples

These Safeguard Policies set general standards and crite-
ria on social and environmental issues, which are elabo-
rated furthers in the accompanying Operational Proce-

dures. With regard to the environment, for instance Envi-
ronmental Assessment Reports are demanded.

The ADB has no specific policies on bioenergy, although
the ADB seems aware of the critical issues related to biofuel
expansion. At the launch of the Greater Mekong Subregion
Biofuel Initiative (see paragraph 1.2.2), the ADB noted that
“establishing biofuel industries in the GMS could generate
income and employment and help meet the energy needs
of the region”. But the ADB also mentioned the risks for
food security, the risk of biofuels favouring large-scale
agribusiness production and the use of mono-cropping
leading to loss of biodiversity, soil erosion and nutrition
leaching. As a response, the ADB is calling for the devel-
opment of new and more efficient technologies, both in
biofuel development and food production.17

1.2.4 Monitoring, verification and compliance

ADB evaluates operations to find out what results are
being achieved, what improvements should be consid-
ered, and what is being learned. This is achieved
through a systematic and impartial assessment of poli-
cies, strategies, programs, and projects, including their
design, implementation, and results. There are two lev-
els of evaluation:18

self-evaluation, conducted by those responsible for
designing and implementing a country strategy, pro-
gram, project, or technical assistance activity.

independent evaluation, undertaken by the Opera-
tions Evaluation Department, an independent depart-
ment reporting to the ADB Board of Directors through
the Development Effectiveness Committee (DEC).

Since May 2003 the ADB has an Accountability Mechanism
to address the concerns of people affected by ADB-assisted
projects about violations of ADB’s operational policies and
procedures. The principles in establishing the ADB Ac-
countability Mechanism include enhancing ADB’s develop-
ment effectiveness and project quality, being responsive to
the concerns of project-affected people and fair to all stake-
holders, and being independent and transparent.

The Accountability Mechanism consists of two separate in-
ter-related functions which are called:19

The Consultation Phase, which assists project-affected
people with specific problems caused by ADB-assisted
projects through consensus-based methods with the
consent and participation of all parties concerned.
The Special Project Facilitator (SPF) is responsible for
this phase. The SPF is independent of operations de-
partments which formulate, process and implement
projects, and reports directly to the President.

The Compliance Review Phase, which establishes
ADB’s accountability in its operations. It provides a
forum in which project-affected people (and in spe-
cial circumstances, any Board member) can file re-
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quests for compliance review. The Compliance Review
Panel (CRP) is responsible for this phase. It investi-
gates alleged violations by the ADB of its operational
policies and procedures in any its assisted project
that directly, materially, and adversely affects people
in project formulation, processing, or implementa-
tion. The CRP is independent of the ADB Manage-
ment, and reports directly to the Board on all activi-
ties, except on specific activities where it reports to the
Board Compliance Review Committee.

1.3 EUROPEAN INVESTMENT BANK

1.3.1 Introduction

The European Investment Bank (EIB) was created by the
Treaty of Rome in 1958 as the long-term lending bank
of the European Union. The task of the EIB is to contrib-
ute towards the integration, balanced development and
economic and social cohesion of the EU Member States.
The EIB raises substantial volumes of funds on the capi-
tal markets which it lends on favourable terms to projects
furthering EU policy objectives.

In 2007, the European Investment Bank lent € 47.8 bil-
lion in support of the objectives of the European Union:
41.4 billion in the Member States of the Union and EFTA,
and  € 6.4 billion in the partner countries. The EIB is
owned by the EU Member States. Germany owns 16.17%
of the shares of the European Investment Bank.20

Apart from the EIB, the European Investment Fund (EIF)
also belongs to the EIB Group. The EIF is the European
Union’s specialised financial institution for small and
medium-sized enterprises (SMEs).The EIF is owned by the
EIB (66%), the European Commission (25%) and other
European financing institutions (9%).21

1.3.2 Financing of bioenergy projects

The European Investment Bank (EIB) started lending to the
renewable energy sector in 2002, raising its annual invest-
ments to  € 456 million in 2006. In line with the Action Plan
for EU energy policy 2007-2009 adopted in March 2007 by
the European Council, the EIB decided to integrate energy
as a specific objective in its Corporate Operational Plan 2007-
2009. The EIB has also adopted new targets in the areas of
renewable energy, energy efficiency and greenhouse gas
emissions reduction. The most relevant targets are:22

New annual target of  € 800 million lending to re-
newable energy projects

Raise EIB financing share of total costs for renewable
energy projects from 50 to 75%, in particular for
“emerging renewable energy technologies”, includ-
ing biomass and bio-fuels.

Concrete bioenergy projects financed by the EIB in the
past five years are:

In 2007 the EIB provided a loan of € 200 million to the
Landwirtschaftliche Rentenbank (Germany) for the financ-
ing of renewable energy schemes - mainly biofuel and
photovoltaic projects. In June 2008 this programme was
refinanced by a loan of € 200 million.23

In 2007 the EIB provided a loan of € 109 million to
Abengoa (Spain) for research and development in four
main business areas: bioenergy, environmental services,
information technology and industrial engineering.24

In March 2007 the EIB provided a loan of € 40 mil-
lion to Huisvuilcentrale Noord-Holland, a Dutch lo-
cal waste incineration company, for the construction
of a solid biomass combustion unit in Alkmaar
(Netherlands). The feedstock used is municipal biom-
ass waste.25

In September 2007 the EIB invested € 25 million
each in two investment funds targeting renewable en-
ergy projects. The Enercap Power Fund will support
renewable energy infrastructure projects in Central
and South-Eastern Europe, while the DIF Renewable
Energy Fund focuses on the provision of equity fi-
nancing for renewable energy projects located in
North-West Europe. Both funds are looking for biom-
ass and biofuels projects as well.26

In December 2007 the EIB provided a loan of €
167.9 million to ABF (United Kingdom), the parent
company of British Sugar. British Sugar is building
two ethanol plants with partners in Wissington and
Saltend in Hull. The first plant was opened in Sep-
tember 2007 and is producing 70 million litres of
bioethanol from sugar beet. The second plant is de-
veloped by Vivergo Fuels, a joint-venture of British
Sugar with BP and DuPont. The planned capacity is
420 million litres of bioethanol per year, produced
from wheat. The plant is planned to come on stream
in mid 2010.27

Under consideration by the EIB is a loan of € 41.5
million to Tempora Bioenergia (Hungary). The com-
pany will build two oil mills in Polgár and Gönyü in
Hungary with a total annual pressing capacity of
400,000 tonnes of rapeseed delivering 160,000
tonnes of vegetable oil and approximately 240,000
tonnes of rapeseed pellets. In addition, a biodiesel
refinery will be attached to the oil mill in Gönyü with
a total capacity of 100,000 tonnes per year of
biodiesel.28

1.3.3 Standards and policies

The EIB’s environmental and social safeguard policies
are based on the EU approach to environmental
sustainability. The principles, practices and standards
derived from these policies are highlighted in the Decla-
ration on the European Principles for the Environment (EPE),
agreed to by the EIB and four other European multilat-
eral financing institutions in May 2006.
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The EIB aims to maximise the environmental benefits
and to minimise the environmental costs of the projects
that it finances through appropriate screening, mitiga-
tion and compensation measures.29

The main responsibility for scrutinising the environmental
aspects of projects lies with the  Projects Directorate, which
has about 80 engineers and economists, all with ad-
equate environmental skills, who undertake the environ-
mental assessment of projects at the EIB. The Environmen-
tal and Social Practices Handbook of the EIB describes the
internal processes and practices of the EIB, particularly the
work carried out by its Projects Directorate, to ensure that
all financing activities are consistent with its environmental
policy. The Handbook is targeted at the Projects Director-
ate, but it is also aimed at other internal services, to help
with their own work and for the better understanding of
the requirements of the EIB. The Handbook refers to the
variety of financing instruments deployed by the Bank and
its role at various stages in the project cycle, though the
focus is on the appraisal of investment loans.30

The EIB’s environmental safeguard measures aim to as-
certain that all projects financed by the EIB are in accor-
dance with all EU directives on social and environmental
issues. Projects are therefore also screened, among oth-
ers, according to their potential impacts on sites of na-
ture conservation. Where the impacts are expected to be
significant, a special biodiversity assessment is carried
out, according to the principles and practices of the EU
Habitats Directive.

The EIB has no specific policy on the social and environ-
mental impacts of bioenergy, however. 31

1.3.4 Monitoring, verification and compliance

The Operations Evaluation department of the EIB Group
carries out ex-post evaluations of the EIB Group’s opera-
tions. The objective is to assess operations with a view to
identifying aspects that could improve operational per-
formance, accountability and transparency. The
Operations Evaluation department focuses on how the
institution (EIB or EIF) conducts its operations, given the
framework of relevant EU policies (the Treaty, Directives,
Council Decision, mandates etc..) and the decisions of
the EIB Governors.

Operations are assessed using internationally accepted
evaluation criteria and examining EIB value-added and
management of the project cycle. Among the criteria
against which projects are evaluated, the following are
particularly relevant: 32

Sustainability: Sustainability is the likelihood of contin-
ued long-term benefits and the resilience to risk over
the intended life of the project. The assessment of
project sustainability varies substantially from case to
case depending on circumstances, and takes into ac-
count the issues identified in the ex-ante due-dili-
gence carried out by the EIB.

Environmental Impact: The environmental impact
and the social impact (when relevant) of the projects
are evaluated, specifically considering two categories:
(a) compliance with guidelines, including EU and/or
national as well as EIB guidelines, and (b) environ-
mental performance, including the relationship be-
tween ex ante expectations and ex post findings, and
the extent to which residual impacts are broadly simi-
lar, worse or even better than anticipated. 33

Citizens and NGOs can complain on activities of the EIB
with the European Ombudsman, who conducts investi-
gations into alleged instances of maladministration by
the Community institutions and bodies. The EC Treaty
vests the Ombudsman with full independence in the per-
formance of his duties. The Ombudsman publishes the
results of his enquiries.34

1.4 INTER-AMERICAN DEVELOPMENT BANK

1.4.1 Introduction

The Inter-American Development Bank Group was es-
tablished in 1959. It is focussing on Latin America and
has the following subsidiaries:35

Inter-American Development Bank (IADB)
Inter-American Investment Corporation (IIC)
Multilateral Investment Fund (MIF)
Fund for Special Operations (FSO)

Germany has a voting share of 1.896% in the  Board of
Directors of the Inter-American Development Bank.36

1.4.2 Financing of bioenergy

In November 2006 the Inter-American Development
Bank launched its Sustainable Energy and Climate Change
Initiative (SECCI), with an initial IADB contribution of US$
20 million. In addition, SECCI has received a US$ 2.8
million contribution from the United Kingdom and a
US$ 10 million contribution from Spain.37

SECCI’s goal is to support the Latin American and Car-
ibbean region in its urgent challenge to find economi-
cally and environmentally sound energy options. Institu-
tions eligible for SECCI funding include government
ministries, national climate change authorities, planning
agencies, government-owned and private corporations,
regional and municipal governments, private project de-
velopers, nongovernmental organizations, and aca-
demic and research institutions.

The SECCI initiative has four pillars, one of which is
“Biofuel Development”. This pillar comprises the follow-
ing Priority Lines of Action:38

Assess the economic viability of fostering biofuels.
Analyze the feedstock availability and costs of pro-
duction; assess the potential for developing domestic
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or regional biofuel markets, taking full consideration
of environmental and social benefits and risks.

Provide country-level policy assistance in support of
biofuel development. Help to remove barriers and in-
troduce policies and financial instruments that facili-
tate the development of domestic markets, promote
access to international markets, and mitigate adverse
social and environmental impacts.

Finance biofuel programs. Provide lending for feed-
stock development, biofuel production facilities, and
related infrastructure.

Finance the adaptation of new and emerging biofuel
technologies. Develop financial instruments to test
and demonstrate the efficacy of new technologies, in-
cluding loans to pilot programs, and the commer-
cialization of new technologies and innovations. Pro-
vide support to networks or centers of knowledge.

IADB activities in this area cover support for public programs
(e.g. diagnostics, policy, regulatory) as well as financing of
private projects (e.g. ethanol, bio-diesel), both of which are
amenable to receiving SECCI support for project-related fea-
sibility studies and country-level diagnostics studies. To ob-
tain SECCI funding, projects will have to meet the Guiding
Principles and Eligibility Requirements for the SECCI Funds. One
of the criteria is “institutional and environmental
sustainability”, but this is not detailed any further.39

In the framework of SECCI, the IADB is supporting coun-
tries in the region, through the General Secretariat of the
Central America Integration System (SG/SICA) in the
analysis of common technical, social and environmental
standards as part of a solid framework to regulate the
production and use of biofuels. 40

In April 2007 the IADB announced planned investments
in ethanol and biodiesel production, technical assistance
for Central American countries, and a US$ 300 million
Green Energy Program. The IADB aims to catalyze in-
vestments with a total value of US$ 3 billion in biofuel
projects. “Biofuels could bring investment, development
and jobs to rural areas with high levels of poverty, while
reducing dependence on imported fossil fuels. In this re-
spect, we think biofuels can further our core mission,
which is to bring economic opportunity and a better
quality of life to the region’s low-income majority.”41

The following information is found on concrete bio-
energy related projects supported by the IADB, mostly in
the framework of SECCI:

Argentina: In June 2008 SECCI approved a technical
cooperation grant of US$ 464,520 to evaluate the
feasibility of integrating a soybean oil plant and
biodiesel plant in Puerto Rosario.42

Costa Rica and Dominican Republic: SECCI is help-
ing prepare technical assistance projects for the de-

velopment of Biofuels Action Plans, with comprehen-
sive analysis and evaluations on the regulatory, eco-
nomical, technical, social and environmental issues
associated with biofuel development; 43

Colombia: In January and February 2008 the IADB
provided a total of US$ 2.45 million in Technical As-
sistance Operations in order to determine the
infrastructural, research & development, technical, fi-
nancial, and logistic bottlenecks for biofuels develop-
ment in the country. US$ 500,000 came from the
Knowledge Partnership Korea Fund for Technology
and Innovation; US$ 330,000 from SECCI; US$
922,000 from the IADB’s Japan Special Fund and
US$ 594,000 from the Japanese Trust Fund for
Consultancy Services.44

El Salvador: SECCI is providing funding for the execu-
tion of comprehensive analysis and evaluations on
the regulatory, economical, technical, social and en-
vironmental issues associated with Biofuel develop-
ment, in relations to the ongoing Salvadorian Na-
tional Program for Biofuels. The Bank is providing
cumulatively US$ 1 million in Technical Cooperations
to the Centro Nacional de Tecnologia Agropecuaria
y Forestal (CENTA) and the Ministry of Economy
(MINEC) in the area of biofuel development. 45

Guatemala: In January 2008 the IADB approved a
US$ 400,000 grant to Guatemala’s Ministry of En-
ergy and Mines from the SECCI fund to develop
studies necessary as an input to the decision-making
process regarding the adoption of national program
establishing the general guidelines for biofuels pro-
duction and use as an alternative to diversify
Guatemala’s energy matrix. 46

Guyana: In April 2008 SECCI and the Japanese Spe-
cial Fund provide technical cooperation grants total-
ling US$ 925,500 to the government of Guyana with
a framework to promote Bioenergy (biofuels and co-
generation) alternatives and investment in the coun-
try.47

Honduras: In December 2007 the IADB approved a
US$ 350,000 grant from the SECCI fund to the Gov-
ernment of Honduras in the execution of a series of
studies, including subjects such as improving pro-
ductivity and fiscal implications of the National
Biofuels Action Plan.48

Peru: The IADB is supporting the Government of Peru
with Technical Assistance Operations for the develop-
ment of biofuels and renewable energy issues in the
country. SECCI is providing financing of US$ 1 mil-
lion. Additionally, the IADB is preparing the new En-
ergy Matrix for Peru, which includes Renewable En-
ergy and Biofuels, as part of the PBL in energy.49

Regional: In January 2008 the IADB provide a grant of
US$ 750,000 from the SECCI fund to the Brazilian
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Fundacion Getulio Vargas to develop “blueprints” of
biofuels for the countries in Central America and the
Caribbean, within the context of the US-Brazil Initiative
for Biofuels in Central America and the Caribbean. Studies
have already started in El Salvador, Dominican Repub-
lic and Haiti; the IADB provided funding to Haiti’s
studies.50

Brazil: In July 2008 the IADB announced a US$ 648
million financing package for three new ethanol
plants in south-central Brazil, in the largest biofuel
investment ever made by a development bank. The
three plants are being developed by Companhia
Nacional de Açúcar e Álcool (CNAA), a joint venture
formed by Brazilian sugar producer Santelisa Vale,
some American private equity firms and Global
Foods (Netherlands Antilles). The IDB will provide an
A-loan from its own capital for US$ 269 million, and
will help raise US$ 379 million from commercial
banks in a syndicated B-loan led by BNP Paribas
(France).

Each of the plants (which are located in Ituiutaba
and Campina Verde, state of Minas Gerais, and
Itumbiara, state of Goiás) will have a sugar cane
crushing capacity of 2.7 million tons per year and a
56 megawatt co-generation plant that will supply
electricity to the sugar and ethanol mill and sell ex-
cess energy to the Brazilian electricity grid. The plants
will produce up to 420 million liters of ethanol each
year. Two of the three plants were planning for start-
up in September 2008.51

1.4.3 Standards and policies

In January 2006 the IADB approved a new Environment
and Safeguards Compliance Policy, which consolidates
environmental safeguards consistent with best practices
being carried out among public and private interna-
tional financial institutions. The new policy makes cur-
rent, coherent and systematic a set of environmental
practices that the Bank has developed over the past 20
years, such as environmental assessments, consultations
with local populations and other stakeholders, safe-
guards, incorporation of sustainability principles into
country strategies and application of best practices and
standards of the international community.

Main characteristics of the Environment and Safeguards
Compliance Policy are:52

Emphasizes early identification of challenges and op-
portunities with borrowing countries in the course of
establishing country strategies and priorities for Bank
support.

Shifts emphasis from identifying environmental im-
pacts to managing risks in a sustainable way, identi-
fying project risks and opportunities and proactively
managing them in partnership with borrowing na-
tions.

Establishes a robust procedure for effective manage-
ment of environmental, social and cultural risks.

Requires early and ongoing engagement with com-
munities affected by a project and seeks community
support before financing large projects.

Quantifies and monitors a project’s greenhouse gas
emissions.

Analyzes policy-based loans for sustainability risks
and opportunities.

Supports biodiversity by focusing on transboundary
areas, conservation and protection from all signifi-
cant threats to biodiversity.

Fosters sustainability initiatives as part of the new em-
phasis on going beyond impact mitigation to seek op-
portunities to achieve the maximum value of invest-
ments.

In April 2008 the IADB announced that its SECCI initia-
tive has established a partnership with the Roundtable on
Sustainable Biofuels to integrate the Roundtable’s
sustainability principles into its lending policies. The
IADB will also support Latin America stakeholder in-
volvement in the Roundtable’s global standards-setting
process. Over the next two years, SECCI plans to test the
principles in five projects to which the IADB is providing
support, and co-host four regional stakeholder meetings
to ensure that Latin American stakeholders are helping
to write these global rules for biofuel sustainability.53

In July 2008 the IADB announced it is developing a
Biofuels Sustainability Scorecard that will facilitate assess-
ment by all interested parties of dimensions, such as
land, climate, water use and biodiversity, in a potential
biofuels project. The following criteria would be used to
determine if a biofuel project meets IADB standards: 54

The project must show a positive impact on green-
house gas reductions as compared to fossil fuels.

The project needs to ensure it does not contaminate
or deplete water resources, or degrade or damage
soils, or contribute to air pollution.

The IADB will only finance projects that do not com-
promise food security.

The IADB will not finance projects in areas of high
conservation value or that significantly compromise
biodiversity.

The IADB will require all project developers to assess
the efficiency and environmental performance of tech-
nology choices and provide technical support for the
development of models that allow for the integration
of process efficiencies over time as new innovations
become available.
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1.4.4 Monitoring, verification and compliance

The IADB uses evaluation as a tool for institutional learn-
ing and an instrument for systematically assessing the ef-
fectiveness of its development policies, the results of the
activities it finances, and related processes. Evaluation is a
shared responsibility between management and the Office
of Evaluation and Oversight (OVE) of the IADB. Manage-
ment focuses on project evaluations and monitoring port-
folio performance, while OVE focuses on oversight of
evaluation systems and processes, Country Program
Evaluations (CPEs), evaluation capacity building, strategy
evaluation and policy and instrument evaluation.

The Office of Evaluation and Oversight carries out spe-
cific evaluation activities and oversees all evaluation
processes within the Bank. It answers to the Board of
Executive Directors and is independent from manage-
ment. It examines strategies, policies, programs, activi-
ties, and delivery support functions and systems in or-
der to verify that they comply with the IADB’s objectives
and mandates. It also disseminates findings of the
evaluations so that recommendations for improvement
can be used in the design, appraisal and execution of
new operations. 55

Additionally, the IADB has established an Independent In-
vestigation Mechanism (IIM), which investigates formal
complaints related to the Bank’s operations. The IIM was
established by the Board of Executive Directors to investi-
gate complaints that the Bank has failed to follow its es-
tablished operational policies in the design, analysis or
implementation of Bank-financed operations.56

1.5 WORLD BANK

1.5.1 Introduction

The World Bank Group was established in 1944. It has
a global focus and has the following subsidiaries:57

· International Bank for Reconstruction and Develop-
ment (IBRD)

· International Development Association (IDA)
· International Finance Corporation (IFC)
· Multilateral Investment Guarantee Agency (MIGA)
· International Centre for Settlement of Investment Dis-

putes (ICSID)

Germany has a voting share of 4.49% in the  Board of
Directors of the IBRD and a voting share of 5.36% in the
Board of Directors of the IFC.58

1.5.2 Financing of bioenergy

Within the World Bank Group, only the International Fi-
nance Corporation (IFC) seems to be involved in financ-
ing bioenergy projects. The following information was
found on the financing provided by the IFC over the past
five years for bioenergy projects:

Brazil: In April 2005 the IFC approved a US$ 30 mil-
lion loan for IFC’s own account and a US$ 20 mil-
lion syndicated loan to Cosan, the largest sugar pro-
ducer in Brazil (see paragraph 3.19). The financing
is intended to increase Cosan’s installed milling and
ethanol production capacity in the São Paulo region,
improve sugar cane agricultural yields and further re-
duce costs. 59

Nicaragua: In October 2006, the IFC approved a loan
of US$ 25 million for its own account plus a US$ 30
million syndicated loan to Nicaragua Sugar Estates.
The financing is intended to improve the efficiency of
the sugar mill and maximize its capacity, acquire up
to 1,500 ha new land and construct a 75,000 l/day
ethanol plant at Ingenio San Antonio.60

India: In February 2007 the IFC provided a US$ 45
million debt and equity package for its own account
and a US$ 90 million syndicated loan from partici-
pating banks to Bajaj Hindusthan Sugar and Indus-
tries Limited. The company is expanding a brown-
field sugar plant (in Uttar Pradesh) from 3,200 to
6,000 tons crushed per day (TCD), constructing three
green-field sugar plants (all in Uttar Pradesh) with
combined capacity of 34,000 TCD and building an
ethanol distillery of 160 kiloliters per day (the
project). 61

Brazil: In March 2007 the IFC announced a US$ 35
million loan for the construction of the Vale do
Parana mill, a greenfield sugar and ethanol plant lo-
cated in Suzanapolis (São Paulo). The company is a
joint venture of Unialco S.A. of Brazil, Inversiones
Manuelita S.A. of Colombia, and Pantaleon Sugar
Holdings of Guatemala. Vale do Parana will mill 2
million tonnes of sugar cane and produce 90 million
liters of ethanol and 141,000 tonnes of raw sugar
per year.62

India: In April 2007 the IFC provided a US$ 40 million
corporate loan to Balrampur Chini Mills to build two
20 MW bagasse cogeneration plants to be located at
a new greenfield sugar mill in Gulharia and an ex-
isting sugar mill in Kumbhi (both in Uttar Pradesh).
The carbon credits from the two plants are sold via a
forward contract to the IFC-managed Netherlands
Carbon Fund. 63

Guatemala and Nicaragua: In June and October
2007 the IFC provided two loans with a total value
of US$ 70 million loan to Pantaleon Sugar Holdings,
the largest sugar producer in Central America with
mills located in Guatemala and Nicaragua. The fi-
nancing is used to expand the company’s sugar pro-
duction in Nicaragua by 20%, expand and improve
the company’s plantations in Nicaragua, expand the
company’s existing electricity co-generation facilities
in Nicaragua and construct a 150,000 liters per day
ethanol plant in Monte Rosa (department of
Chinandega, Nicaragua).64
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Peru: In July 2007 the IFC approved a financing facility
for the Irish company Maple Energy, consisting of an
equity investment of up to US$ 10 million and debt
investments of up to US$ 30 million for IFC’s own
account. The financing package is intended to fi-
nance the expansion of Maple Energy’s activities,
where the company is producing and processing oil
and gas, as well as developing an ethanol produc-
tion project. The project comprises the development
of 10,672 hectares of land for sugar cane planting
in the Piura region, construction of a distillery with a
capacity to produce 114 million liters of ethanol per
year, and construction of related loading facilities.65

Brazil: In March 2008 the IFC provided a US$ 40 mil-
lion loan to the Brazilian company USJ Acucar e
Alcool. The financing is intended to help the com-
pany to build and expand two sugar and ethanol
mills in Goias. The investment program will increase
USJ’s sugar cane crushing capacity from 5.5 to 10
million tons per year, with most of the expansion in
sugar cane supply coming from small and medium
farmers in the state of Goias that currently farm lower
return crops. The two mills are located around the
municipalities of Quirinopolis, and Cachoeira
Dourada, in the south of the state of Goias. 66

1.5.3 Standards and policies

All policies, directives, procedures and good practices
applied by the World Bank in its operations are grouped
in the Operational Manual, which is split in two volumes.
Volume I deals with the World Bank’s core development
objectives and the instruments for pursuing them. Vol-
ume II covers the requirements applicable to World
Bank-financed lending operations, including its environ-
mental and social Safeguard Policies.67

The objective of the Safeguard Policies is to prevent and
mitigate undue harm to people and their environment in
the development process. These policies provide guide-
lines for bank and borrower staffs in the identification,
preparation, and implementation of programs and
projects.

The effectiveness and development impact of projects
and programs supported by the World Bank has sub-
stantially increased as a result of attention to these poli-
cies. Safeguard Policies have often provided a platform for
the participation of stakeholders in project design, and
have been an important instrument for building owner-
ship among local populations.

The Safeguard Policies cover the following subjects:68

Use of Country Systems
Environmental Assessment
Natural Habitats
Forests
Pest Management
Physical Cultural Resources

Involuntary Resettlement
Indigenous Peoples
Safety of Dams
International Waterways
Disputed Areas

Various Safeguard Policies deal with social and environ-
mental issues which are relevant for the bioenergy sector,
such as the Natural Habitats, Forests, Involuntary Re-
settlement and Indigenous Peoples policies.

The International Finance Corporation (IFC), the private
sector arm of the World Bank Group, applies the Perfor-
mance Standards on Social and Environmental Sustainability
to manage social and environmental risks and impacts
and to enhance development opportunities. Together,
the eight Performance Standards - last revised in April
2006 - establish standards that the client is to meet
throughout the life of an investment by IFC or other rel-
evant financial institution. The Performance Standards
cover the following eight subjects:69

Social & Environmental Assessment & Management
System
Labour and Working Conditions
Pollution Prevention and Abatement
Community Health, Safety and Security
Land Acquisition and Involuntary Resettlement
Biodiversity Conservation and Sustainable Natural
Resource Management
Indigenous Peoples
Cultural Heritage

While the performance standard do not deal specifically
with the bioenergy sector, they include a lot of provisions
which are relevant to the social and environmental prob-
lems occurring in this sector, such as Performance Stan-
dard 5 on Land Acquisition and Performance Standard 6 on
Biodiversity Conservation.

Moreover, Performance Standard 1 on the Social & Envi-
ronmental Assessment & Management System deals with is-
sues such community engagement, consultation of
stakeholders, monitoring and grievance mechanisms. A
short summary of the provisions on these issues: 70

If affected communities may be subject to risks or ad-
verse impacts from a project, the client will undertake a
process of consultation in a manner that provides the
affected communities with opportunities to express their
views on project risks, impacts, and mitigation mea-
sures, and allows the client to consider and respond to
them. Effective consultation: (i) should be based on the
prior disclosure of relevant and adequate information,
including draft documents and plans; (ii) should begin
early in the Social and Environmental Assessment pro-
cess; (iii) will focus on the social and environmental
risks and adverse impacts, and the proposed measures
and actions to address these; and (iv) will be carried
out on an ongoing basis as risks and impacts arise.
The consultation process will be undertaken in a man-
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ner that is inclusive and culturally appropriate. The cli-
ent will tailor its consultation process to the language
preferences of the affected communities, their decision-
making process, and the needs of disadvantaged or
vulnerable groups.

For projects with significant adverse impacts on af-
fected communities, the consultation process will en-
sure their free, prior and informed consultation and
facilitate their informed participation. Informed partici-
pation involves organized and iterative consultation,
leading to the client’s incorporating into their deci-
sion-making process the views of the affected commu-
nities on matters that affect them directly, such as pro-
posed mitigation measures, the sharing of develop-
ment benefits and opportunities, and implementation
issues. The client will document the process, in par-
ticular the measures taken to avoid or minimize risks
to and adverse impacts on the affected communities.

The client will respond to communities’ concerns re-
lated to the project. If the client anticipates ongoing
risks to or adverse impacts on affected communities,
the client will establish a grievance mechanism to re-
ceive and facilitate resolution of the affected commu-
nities’ concerns and grievances about the client’s en-
vironmental and social performance. The grievance
mechanism should be scaled to the risks and ad-
verse impacts of the project. It should address con-
cerns promptly, using an understandable and trans-
parent process that is culturally appropriate and
readily accessible to all segments of the affected com-
munities , and at no cost and without retribution.
The mechanism should not impede access to judicial
or administrative remedies. The client will inform the
affected communities about the mechanism in the
course of its community engagement process.

The client will establish procedures to monitor and
measure the effectiveness of the management pro-
gram. In addition to recording information to track
performance and establishing relevant operational
controls, the client should use dynamic mechanisms,
such as inspections and audits, where relevant, to
verify compliance and progress

The IFC has developed a set of Guidance Notes to ac-
company each Performance Standard. In the Guidance
Notes the issues mentioned above are specified further.71

IFC’s Performance Standard 3 on Pollution Prevention and
Abatement demands clients to apply Good International In-
dustry Practice (GIIP) in the field of environment, health and
safety. To further specify what is meant by GIIP, the World
Bank Group Environmental, Health, and Safety Guidelines (EHS
Guidelines) were published in April 2007. They replace
documents previously published in Part III of the Pollution
Prevention and Abatement Handbook and on the IFC website.

The EHS Guidelines are technical reference documents
with general and industry-specific examples of Good In-

ternational Industry Practice. The EHS Guidelines contain the
performance levels and measures that are normally ac-
ceptable to IFC and are generally considered to be
achievable in new facilities at reasonable costs by exist-
ing technology. When host country regulations differ
from the levels and measures presented in the EHS
Guidelines, projects are expected to achieve whichever is
more stringent.

The EHS Guidelines are intended to be living documents,
and will be updated on a regular basis.72

There are general EHS Guidelines which contain informa-
tion on cross-cutting issues potentially applicable to all
industry sectors. They are designed and should be used
together with the relevant industry sector guidelines.
There are 27 general EHS Guidelines, grouped in four
categories:73

Environmental
Occupational Health and Safety
Community Health and Safety
Construction and Decommissioning

The general EHS Guidelines are complemented by sec-
tor-specific guidelines. Currently the IFC has published
63 sector-specific EHS Guidelines. None of them deals
explicitly with the bioenergy sector as such, but several
EHS guidelines deal with sub-sectors:

Plantation Crop Production: this guideline deals with
perannual plantation crops, including oil palm. The
guideline describes best practices with regard to:74

Stress on water resources
Soil erosion and loss of productive capacity
Pesticide use
Eutrophication of aquatic environments
Biodiversity impacts
Crop residues and other solid waste
Atmospheric emissions

Annual crop production: this guideline deals with an-
nual crops, including crops which are used for
bioenergy such as soybeans, corn and sugar. The
guideline describes best practices with regard to:75

Stress on water resources
Soil erosion and loss of productive capacity
Pesticide use
Eutrophication of aquatic environments
Loss of biodiversity
Crop residues and other solid waste
Atmospheric emissions

Oleochemicals Manufacturing: this guideline deals
with the production of biodiesel in a fairly elaborate
way, describing best practices with regard to air and
water emissions, solid waste and energy use. 76

The World Bank has long held a view of conditional and
cautious support for biofuels. This is consistent since
their assessment three years ago, on the commercial vi-
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ability of biofuels for transport in developing countries.
The World Bank has concerns regarding the manifold
environmental and economic impacts accompanying
large scale development of biofuels. These sustainability
concerns include:77

Biofuel production impact on the cost of staple food
grains - in July 2008 a World Bank publication con-
cluded that the rise in global food prices in the pe-
riod 2002-2008 was caused for 70-75% by the rising
production of biofuels and the related consequences
of low grain stocks, large land use shifts, speculative
activity and export bans;78

High lifecycle GHG emissions associated with inten-
sive cultivation of some biofuel feedstocks and fuels
processing;

Ecological impact of land-use changes;

Competition for scarce water resources: biofuel pro-
duction in some cases channels water away from
other productive activities;

Trade, standards and certification issues, particularly
as they affect developing countries.

The World Bank acknowledges that in some cases,
biofuels do promise benefits such as: 79

Lower greenhouse gas and local air pollution emissions;
Energy diversification;
Economically least cost compared to conventional fuels.

But the benefits and costs of biofuel development are
largely site and circumstance specific. The World Bank
therefore sees a crucial need for more research to inform
the development of biofuels and determine the range of
technologies/feedstock best suited to varying economic,
environmental and social endowments. The World Bank
therefore supports expanded R&D into sustainable
biofuels, especially: 80

Second generation fuel production systems, to in-
clude cellulosic materials and agricultural wastes that
do not compete with food

Realizing the potential of second generation feed-
stock to utilize marginal lands for production without
bringing about large land-use and water use
changes

Enabling developing countries and small-scale farm-
ers to profit from the resulting technologies

To deal with the risks of biofuels, the World Bank calls for
the development of public policies and certification
schemes. ”The challenge for governments in developing
countries is to avoid supporting biofuels through

distortionary incentives that might displace alternative ac-
tivities with higher returns -and to implement regulations
and to devise certification systems that will reduce environ-
mental and food security risks from biofuel production.

Reducing potential environmental risks from large-scale
biofuels production could be possible through certification
schemes to measure and communicate the environmental
performance of biofuels (for example, a green index of
GHG reductions). But the effectiveness of certification
schemes requires participation from all major producers
and buyers as well as strong monitoring systems.”81

1.5.4 Monitoring, verification and compliance

Today, the World Bank Group has two independent
mechanisms to which citizens whose lives have been or
could potentially be harmed in any way by the projects
or policies funded by the World Bank Group can seek
recourse: the Inspection Panel (IP) and the Compliance Ad-
visor Ombudsman (CAO).

The Inspection Panel was put in place by the World
Bank’s Board of Directors as a response to the criticism
the institution faced over its funding for road projects in
tropical rainforests and dams in highly populated ar-
eas. The Inspection Panel is a three-member body with
a permanent secretariat, housed at the Bank’s head-
quarters in Washington The Panel receives and investi-
gates eligible complaints from (any two or more)
people who feel they have been or could be harmed by
any activity financed by the World Bank (IDA or IBRD),
because of a violation of the Bank’s own policies or
procedures. 82

Similarly, the Compliance Advisor Ombudsman (CAO)
provides an independent recourse mechanism for the
private sector arms of the World Bank Group (IFC and
MIGA). Stakeholders can file a complaint to the CAO if
they believe they are, or may be, negatively affected by
an IFC or MIGA project. The CAO then deals with the
complaint, following a procedure laid out in its Opera-
tional Guidelines. 83

In 2007 the Operational Guidelines were revised with in-
put from external stakeholders. The revised Guidelines:84

Provide greater clarity about CAO processes and dis-
tinction between its three roles;

Ensure CAO’s Ombudsman function remains neutral
and unbiased as it explores possibilities for resolu-
tion among the parties;

Enhance CAO’s potential to achieve procedural fair-
ness for all involved parties; and

Open a window in time following a CAO audit for a
Sponsor and/or IFC/MIGA to move into compliance.
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Chapter 2 - Other international
sustainability standards

2.1  EQUATOR PRINCIPLES

The Equator Principles were launched in June 2003 by
ten banks from seven countries playing a prominent role
in the global project finance market. The Equator Prin-
ciples are a set of guidelines developed by the banks for
managing social and environmental issues related to the
financing of development projects. The banks will apply
the principles globally and to project financings in all in-
dustry sectors, including mining, oil and gas, and for-
estry. The principles are based upon the environmental
and social policies and procedures used by the Interna-
tional Finance Corporation, which is a subsidiary of the
World Bank.85

At present the Equator Principles have been adopted by
61 financial institutions: commercial banks, export credit
agencies and development banks. 86 The Equator Prin-
ciples were revised in July 2006, to include advisory ser-
vices, project upgrades and expansion and to improve
the standards applied.87

The Equator Principles seek to ensure that the projects
to which the Equator Principles Financial Institutions
(EPFI) are providing financing or advisory services “are
developed in a manner that is socially responsible
and reflect sound environmental management prac-
tices”. To ensure this, the following criteria have to be
met:88

All projects with a total capital cost of US$ 10 million
or more need to be categorised based on the magni-
tude of its potential impacts and risks in accordance
with the environmental and social screening criteria
of the International Finance Corporation (IFC);

For each project assessed as being either Category A
or Category B, the borrower needs to conduct a So-
cial and Environmental Assessment (SEA) process to ad-
dress the relevant social and environmental impacts;

For projects located in non-OECD countries, and
those located in OECD countries not designated as
High-Income, the project has to comply with the ap-
plicable IFC Performance Standards and the applicable
Industry Specific Environmental, Health and Safety Guide-
lines of the IFC and World Bank. In High-Income
OECD Countries compliance is demanded with rel-
evant host country laws, regulations and permits that
pertain to social and environmental matters.

An Action Plan is drawn up with the actions needed to
implement mitigation measures, corrective actions and

monitoring measures necessary to manage the impacts
and risks identified in the SEA.

The government, borrower or third party expert has
consulted with project affected communities in a
structured and culturally appropriate manner. For
projects with significant adverse impacts on affected
communities, the process will ensure their free, prior
and informed consultation and facilitate their in-
formed participation.

The borrower has established a grievance mecha-
nism, to receive and facilitate resolution of concerns
and grievances about the project’s social and envi-
ronmental performance raised by individuals or
groups from among project-affected communities.

An independent social or environmental expert not
directly associated with the borrower has reviewed
the SEA, Action Plan and consultation process.

Covenants are included in the financing contracts to
assure compliance with all relevant host country so-
cial and environmental laws, regulations and per-
mits, compliance with the Action Plan, provision of
periodic reports and the decommissioning of the fa-
cilities at the end of the project life.

EPFIs will, for all Category A projects, and as appro-
priate, for Category B projects, require appointment
of an independent environmental and/or social ex-
pert;

Each EPFI adopting the Equator Principles commits
to report publicly at least annually about its Equator
Principles implementation processes and experience.

The Equator Principles do formulate a procedure to be
followed when financing a project. This procedure in-
cludes important social prerequisites, such as the free,
prior and informed consultation and informed participa-
tion of project-affected communities. This procedure also
requires the establishment of a grievance mechanism
and an independent review of the social and environ-
mental impacts of the project.

With regard to minimizing negative social and environ-
mental impacts, the Equator Principles do not formulate
standards themselves. In stead, the EP follow the IFC Per-
formance Standards and the Industry Specific Environmen-
tal, Health and Safety Guidelines of the IFC and World
Bank. Information on these standards are provided in
paragraph 1.5.3.
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2.2  OECD GUIDELINES FOR
MULTINATIONAL ENTERPRISES

The OECD Guidelines for Multinational Enterprises (1976,
last reviewed in 2000) provide principles and standards
for responsible business conduct in a variety of areas in-
cluding:

employment and industrial relations,
human rights,
environment,
information disclosure,
combating bribery,
consumer interests,
science and technology,
competition, and
taxation. 89

Adhering governments (all OECD member countries,
and 8 non-member countries) are committed to pro-
moting the Guidelines and to making them influential
among companies operating in or from their territo-
ries. For business, observance of the Guidelines is
voluntary. According to the OECD itself “there is
growing evidence that the Guidelines are becoming
an important international benchmark for corporate
responsibility.” The governments and international
organisations like the G8 increasingly refer to the
Guidelines.90

To strengthen the implementation of the Guidelines by
MNEs, the OECD member governments in 2000 es-
tablished National Contact Points (NCPs), charged with
encouraging and facilitating observance of the Guide-
lines. The NCP amongst others handles enquiries and
assists in solving problems that may arise in this con-
nection.91

The most relevant paragraphs of the Guidelines with re-
gard to the bioenergy sector are the following para-
graphs which encourage multinational enterprises to,
among others:92

Assess, and address in decision-making, the foresee-
able environmental, health, and safety-related im-
pacts associated with the processes, goods and ser-
vices of the enterprise over their full life cycle;

Continually seek to improve corporate environmental
performance, by encouraging, where appropriate,
such activities as (…) development and provision of
products or services that have no undue environmen-
tal impacts;

These recommendations have some relevance for com-
panies in the bioenergy sector, but are not very specific
with regard to the specific issues dealt with in this sector.
As the Guidelines are written for multinational corpora-
tions and not for financial institutions, they only indi-
rectly provide guidance on what criteria financial institu-
tions should demand their clients to adhere to. The

practical usefulness of the Guidelines as bank policy for
the biofuel sector is therefore very limited.

2.3  OECD RECOMMENDATION
ON COMMON APPROACHES

The OECD has a Working Party on Export Credits and
Credit Guarantees, which deals with export credit (guar-
antees) provided by governments. This Working Party has
formulated the Recommendation on Common Approaches
on the Environment and Officially Supported Export Credits,
which was last revised in June 2007. In reviewing the
2003 Recommendation, OECD Members consulted regu-
larly with representatives of business, labour unions and
non-governmental organisations. Representatives from
the World Bank Group, the European Bank of Recon-
struction and Development (EBRD) and the United Na-
tions Environment Programme advised on developments
in international environmental standards.

The latest Recommendation requires OECD Member gov-
ernments to review projects for their potential environ-
mental impacts and to benchmark them against interna-
tional standards, such as those of the World Bank
Group. It also calls for more public disclosure of infor-
mation, which will increase transparency for the most
sensitive projects. In addition, ECAs will exchange infor-
mation more regularly in order to improve common
practices and promote a level playing field between ex-
port credit providers.93

The main points of the new OECD Recommendation on
Common Approaches are: 94

clarification that exports to both new projects and ex-
isting operations should be reviewed before ECAs
commit to providing official export credit support.

the international standards against which projects
should be benchmarked have been extended to in-
clude all ten World Bank Safeguard Policies or, where
appropriate, all eight International Finance Corpora-
tion Performance Standards.

stronger disclosure provisions for the projects with the
highest potential environmental impacts, to provide
for (i) Members to publicly disclose project informa-
tion and (ii) environmental impact information be
made publicly available, as early as possible in the
review process and at least 30 days before a final
commitment.

to increase awareness in non-OECD countries (e.g.
China, Brazil and India) who provide official export
credit support of the benefits of reviewing the envi-
ronmental impacts of projects they intend to support.

Just as the Equator Principles, the content of the OECD
Recommendation on Common Approaches is tied
closely to the World Bank Safeguard Policies and the IFC
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Performance Standards (see paragraph 1.5.3). As the
content of these policies is fairly detailed and elaborate,
they are relevant for dealing with the sustainability issues
related to the bioenergy sector.

While the Equator Principles are limited to the field of
project finance, the OECD Recommendation on Com-
mon Approaches is limited to the field of export credits.
There continues to be a need to define similar policies
for other types of financial services.

2.4  PRINCIPLES FOR
SUSTAINABLE BIOFUELS PRODUCTION

The Roundtable on Sustainable Biofuels (RSB) is an interna-
tional initiative bringing together farmers, companies,
non-governmental organizations, experts, governments,
and inter-governmental agencies concerned with ensuring
the sustainability of biofuels production and processing.
The Roundtable is hosting a series of meetings, teleconfer-
ences, and online discussions with the aim of achieving
global, multistakeholder consensus around the principles
and criteria of sustainable biofuels production.95

In June 2007, the Roundtable on Sustainable Biofuels pub-
lished draft principles for sustainable biofuels production
for global stakeholder comment. After comments from
various stakeholders were received in August 2008 a
new version of the Global principles and criteria for sustain-
able biofuels production was published, which also in-
cludes criteria further defining the principles. The Prin-
ciples themselves are: 96

1. Biofuel production shall follow all applicable laws of
the country in which they occur, and shall endeavour
to follow all international treaties relevant to biofuels’
production to which the relevant country is a party.

2. Biofuels projects shall be designed and operated un-
der appropriate, comprehensive, transparent, consul-
tative, and participatory processes that involve all rel-
evant stakeholders.

3. Biofuels shall contribute to climate change mitigation
by significantly reducing GHG emissions as com-
pared to fossil fuels.

4. Biofuel production shall not violate human rights or
labor rights, and shall ensure decent work and the
well-being of workers.

5. Biofuel production shall contribute to the social and
economic development of local, rural and indig-
enous peoples and communities.

6. Biofuel production shall not impair food security.

7. Biofuel production shall avoid negative impacts on
biodiversity, ecosystems, and areas of High Conser-
vation Value.

8. Biofuel production shall promote practices that
seek to improve soil health and minimize degrada-
tion.

9. Biofuel production shall optimize surface and
groundwater resource use, including minimizing
contamination or depletion of these resources, and
shall not violate existing formal and customary wa-
ter rights.

10.Air pollution from biofuel production and process-
ing shall be minimized along the supply chain.

11.Biofuels shall be produced in the most cost-effective
way. The use of technology must improve produc-
tion efficiency and social and environmental perfor-
mance in all stages of the biofuel value chain.

12.Biofuel production shall not violate land rights.

In the accompanying criteria, which are open for com-
ment during the end of 2009, refer to relevant interna-
tional conventions and standards such as the ILO
Labour Standards, FSC principles, CBD, UNFCCC,
Universal Declaration of Human Rights and the prin-
ciple of Free Prior and Informed Consent (FPIC). A new
version of the principles and criteria will be published
in February 2009.

2.5  UN GLOBAL COMPACT

The UN Global Compact was launched by United Na-
tions Secretary-General Kofi Annan in July 2000. The
UN Global Compact calls on companies to embrace ten
universal principles in the areas of human rights,
labour standards, environment and anti-corruption to
be integrated into companies’ core business strategy
and in every day business practices. The initiative has
grown to more than 5,200 participants, including over
4,000 businesses in 120 countries around the
world.97

The ten principles of the UN Global Compact are: 98

Principle 1: Businesses should support and respect
the protection of internationally pro-
claimed human rights within their
sphere of influence; and

Principle 2: make sure that they are not complicit in
human rights abuses.

Principle 3: Businesses should uphold the freedom
of association and the effective recogni-
tion of the right to collective bargain-
ing;

Principle 4: the elimination of all forms of forced
and compulsory labour;

Principle 5: the effective abolition of child labour;
and

Principle 6: eliminate discrimination in respect of
employment and occupation.
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Principle 7: Businesses should support a precaution-
ary approach to environmental chal-
lenges;

Principle 8: undertake initiatives to promote greater
environmental responsibility; and

Principle 9: encourage the development and diffusion
of environmentally friendly technologies

Principle 10:Businesses should work against corrup-
tion in all its forms, including extortion
and bribery.

The ten principles of the UN Global Compact are formu-
lated broadly: businesses should “support”, “respect”
and “uphold” certain general rights and principles. They
do not go into detail regarding specific sectors or issues.
Their relevance for addressing the social and environ-
mental issues related to the financing of bioenergy com-
panies is therefore limited. The signatories express the
intention to minimize the negative social and environ-
mental impacts of their activities (probably including the
indirect impacts of financing activities), but which mea-
sures should be taken and which standards should be
applied remains unresolved.

2.6  UNEP FINANCE INITIATIVE STATEMENT

In 1991 the United Nations Environment Programme
(UNEP) launched the UNEP Finance Initiative. At present
this initiative has around 160 signatory institutions from
around the globe. Each of them has signed one of the
following two statements, depending on its core busi-
ness:

UNEP Statement by Financial Institutions on the Environ-
ment and Sustainable Development
UNEP Statement of Environmental Commitment for the In-
surance Industry

Signatories to the Statements commit to the integration of
environmental considerations into all aspects of their op-
erations. The UNEP FI Statements are aspirational, vol-
untary declarations of intent.99

The UNEP Statement by Financial Institutions on the Environ-
ment & Sustainable Development (UNEP FI Statement), as re-
vised in May 1997, states: “We members of the financial
services industry recognize that sustainable development
depends upon a positive interaction between economic
and social development, and environmental protection,
to balance the interests of this and future generations.”
This recognition is followed by a brief list of fairly gen-
eral beliefs, endorsements, commitments and intentions,
of which the most relevant probably are:100

With regard to our customers, we regard compliance
with applicable environmental regulations and the
use of sound environmental practices as important
factors in demonstrating effective corporate manage-
ment.

We are committed to complying with local, national,
and international environmental regulations appli-
cable to our operations and business services. We
will work towards integrating environmental consider-
ations into our operations, asset management, and
other business decisions, in all markets.

The UNEP FI Statement is very general in nature and does
not make explicit references to specific issues or sectors.
Its relevance for addressing the social and environmental
issues related to the bioenergy sector is therefore very
limited: a signatory of the UNEP FI Statement acknowl-
edges its responsibility for minimize negative social and
environmental impacts of its financing activities and
promises to take appropriate measures. But which mea-
sures should be taken and which standards should be
applied remains unresolved.

2.7  WBCSD FINANCIAL SECTOR PROJECT

The World Business Council for Sustainable Development
(WBCSD) was formed in 1991 and now is a coalition of
170 international companies united by a shared com-
mitment to sustainable development via the three pillars
of economic growth, ecological balance and social
progress.101

In 2002 the WBCSD Financial Sector project released a
position paper at the World Summit on Sustainable Devel-
opment in Johannesburg. This was accompanied by a
statement issued by the chairmen of 11 major financial
institutions (Swiss Re, Allianz, Deutsche Bank, Banca
Monte dei Paschi, Gerling Konzern, Sompo Japan,
Storebrand, UBS, Rabobank, ABN AMRO Bank and ING
Group), making four commitments: 102

To integrate sustainable development into their busi-
ness

To promote proactive sustainable development think-
ing in their own companies, with other companies in
the financial sector and with clients and other stake-
holders.

To recognize their role as drivers for change, al-
though the limits of responsibility and influence of
the financial services industry need to be further ex-
plored.

To improve transparency as a matter of urgency.

The most relevant element of the WBCSD Financial Sec-
tor project is the acknowledgement that “the financial
sector is a driver for sustainable development” because
“we influence the way our clients conduct their business
(through our policies and processes)”. This acknow-
ledgement is followed by the commitment “to promote
sustainability both when selecting our clients and in
managing ongoing client relations”. As a general com-
mitment this is valuable, but it does not give any con-
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crete guidance on how to deal with the sustainability is-
sues in the bioenergy sector.

2.8 SUMMARY

Table 1 provides a comparison of the relevance of the
standards developed by multilateral banks (Chapter 1)
and other international sustainability standards for the
bioenergy sector. These standards are known as screen-
ing policies, as they are used to screen (compare) exist-
ing and new clients against certain criteria to determine
if they are eligible to receive  financing from the bank.
The assessment takes three elements into account:

Is the standard designed for the financial sector and
tailored to the specific needs and characteristics of
the sector?

Does the standard deal in detail with the social and
environmental issues related to the bioenergy sector?

Is the standard confined to specific financial services,
such as project finance or export credits, or does it
apply to all financial services?

Other international sustainability standards

The comparison shows that the World Bank standards
are most useful for financial institutions to screen clients
in the bioenergy sector, as these standards are designed
for financial institutions, are sufficiently specific on the
environmental and social issues related to the bioenergy
sector and are applicable to all financial services. The
Equator Principles and the OECD Recommendation on
Common Approaches have the same content, but are
limited to a specific form of financial services: project fi-
nance respectively export credits.

The Principles on Sustainable Biofuel Production, which
are still under development, will also be sufficiently de-
tailed and specific. Although they are not designed for
financial institutions yet, the recently announced collabo-
ration between the Roundtable on Sustainable Biofuels
and the Inter-American Development Bank will probably
make these principles applicable by financial institutions
as well.

The other sustainability standards are not very useful for
financial institutions to screen clients in the bioenergy
sector, as these standards lack the necessary details (UN
Global Compact, UNEP FI Statement and WBCSD Fi-
nancial Sector project) or are not easily applicable in the
financial sector (OECD Guidelines for Multinational En-
terprises).

TABLE 1: RELEVANCE OF SUSTAINABILITY STANDARDS FOR SCREENING BIOENERGY CLIENTS

Standard Designed for finance Details Scope 

ADB policies Yes No Broad 

AfDB policies Yes No Broad 

EIB policies Yes No Broad 

Equator Principles Yes Yes Project finance 

IADB policies Yes No Broad 

OECD Guidelines for Multinational Enterprises No Yes Unclear 

OECD Recommendation on Common Approaches Yes Yes Export credits 

Principles on Sustainable Biofuel Production No Yes Broad 

UN Global Compact No No Broad 

UNEP Finance Initiative Statement Yes No Broad 

WBCSD Financial Sector project Yes No Broad 

World Bank policies Yes Yes Broad 
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Chapter 3 - German financing
of bioenergy companies

3.1  INTRODUCTION

This chapter provides an overview of the involvement in
the past five years of German financial institutions in the
financing producers of bioenergy worldwide. German fi-
nancial institutions are defined as all German-based pri-
vate banks, cooperative banks, public banks and public
financial institutions such as KfW and Euler Hermes. Fi-
nancing is defined as the provision of loans and other
forms of credit, assistance with the issuance of shares
and bonds and investment in shares and bonds.

The bioenergy companies to which German financial in-
stitutions provide financing are discussed in alphabetical
order. The findings are summarized in paragraph 3.45.

3.2  ABENGOA - SPAIN

Abengoa is a technological company that applies inno-
vative solutions for sustainable development in the infra-
structures, environment and energy sectors. It is present
in over 70 countries where it operates through its five
business units: solar, bioenergy, environmental services,
information technology, and industrial engineering and
construction.

Abengoa’s subsidiary Abengoa Bioenergy is the largest
ethanol producer in Europe. The company operates
three plants in Spain and one in France with a total an-
nual production capacity of 787 million litres. At present
the company is developing three new ethanol plants in
the Netherlands, the United Kingdom and Germany,
with an annual production capacity of 481 million litres
each.

In the United States Abengoa Bioenergy operates six
plants in Kansas, New Mexico, Nebraska and Indiana,
with an annual capacity of 1,461 million litres.

Ethanol is now produced in the United States and Eu-
rope from grains, but over the next four years Abengoa
Bioenergy has committed US$ 480 million to new etha-
nol technologies, as lignocellulosic biomass. The com-
pany already has several demonstration plants opera-
tional for this technology.
Abengoa Bioenergy is also constructing a biodiesel facil-
ity with a production capacity of 200,000 tons at the
CEPSA-refinery in Cádiz (Spain). The plant is expected to
be in operation in 2008.103

In September 2007 Abengoa Bioenergy acquired Dedini
Agro, which is one of the largest bioethanol and sugar

companies in Brazil, for € 211 million. Dedini Agro is
processing more than 6 million tons of sugarcane per
year, mostly into sugar. But Dedini Agro also has two
ethanol production facilities in the state of São Paulo
with an annual production capacity of 130,176 m3.104

German banks contributed to the expansion of this com-
pany in the following ways:

In June 2006 Abengoa secured a € 600 million syndi-
cate bank facility, distributed in a loan of € 300 million
with a six-year maturity and a revolving credit facility of
€ 300 million with a six-year maturity. 11 banks ar-
ranged the facility, including WestLB. 34 banks partici-
pated in the syndicate.105

To finance its ethanol plant in France, Abengoa
Bioenergy secured a € 158.2 million financing package
from a banking syndicate of 9 banks arranged by
HypoVereinsbank and Rabobank (Netherlands) in
September 2007. The project consists of a 200,000 m3

corn-fed and 50,000 m3 wine-alcohol fed plant located
in Lacq.106

In August 2007 Abengoa secured a US$ 300 million fi-
nancing package from an international banking syndi-
cate to finance two ethanol plants in Kansas and Indi-
ana (United States), with a total annual production ca-
pacity of 666 million litres. The package consisted of a
nine-year US$ 215 million term loan and a US$ 85 mil-
lion working capital facility. The syndicate was arranged
by WestLB and Banco Santander (Spain).107

3.3  ADVANCED BIOENERGY - UNITED STATES

Advanced BioEnergy is an American company founded
in January 2005 with the goal of becoming the most ef-
ficient, scaled pure play ethanol producer in the United
States. Advanced BioEnergy presently operates three
corn-based ethanol plants with a total annual capacity
of 742 million litres in South Dakota in Nebraska. The
company is planning new ethanol plants in Indiana and
Minnesota.108

German banks financed Advanced BioEnergy in the fol-
lowing ways:

In October 2007 Advanced BioEnergy secured a US$ 118
million financing package for the expansion of its South
Dakota ethanol production facilities. The financing con-
sisted of a US$ 98.7 million senior secured facility and a
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US$ 19 million tax exempt, subordinate secured financ-
ing. The financing package was arranged by WestLB.
Five other banks participated in the syndicate.109

3.4  AGRENCO - BRAZIL

Agrenco Group is headquartered in Brazil and operates
in Latin America, Europe, Africa, Middle-East and Asia.
Agrenco is counting upon a working network of associ-
ated companies and partners, involving all production
phases, from the origination of South American raw ma-
terials to global distribution. Agrenco Group also repre-
sents Latin American companies in Europe, working as
agents in the development of competitive markets re-
garding soft commodities. Some 95% of the 1.6 million
tons of soy marketed by the Group in 2005 originated
in Brazil. Agrenco also develops soy origination activities
in Argentina and Paraguay.

In 2006, the Agrenco Group announced investments of
US$ 150 million (€ 100 million) in three biodiesel plants
in Brazil. The multi-seed plants will altogether produce
380,000 tons (450 million liters) of biodiesel.110  One of
the three biodiesel production complexes, two of which
include soybean crushing plants that will also generate
electric power, will be opened in March 2008.111

The following forms of financing from German banks
could possibly be used for Agrenco’s biofuel activities:

In June 2006, Inlogs International (a subsidiary of
Agrenco Group) secured a line of credit with a value of
US$ 17.5 million (€ 11.7 million) with WestLB.112

In October 2006, Frome Holdings (a subsidiary of
Agrenco Group) secured a line of credit with a total
amount of US$ 100 million (€ 66.7 million) with
Deutsche Bank.113

In January 2007, Agrenco Argentina (a subsidiary of
Agrenco Group) secured a line of credit with a value of
US$ 15.0 million (€ 10.0 million) with WestLB.114

In February 2007, Inlogs International (a subsidiary of
Agrenco Group) secured a line of credit with a total
value of US$ 20 million (€13.3 million) with HSH
Nordbank.115

At the end of June 2007 Agrenco Group had a loan of
€ 11.7 million outstanding to HypoVereinsBank.116

In July 2007, Inlogs International (a subsidiary of
Agrenco Group) secured a pre export finance facility
agreement from HSH Nordbank with a total value of
US$ 50 million (€ 33.3 million).117

In August 2007, Agrenco Brasil (a subsidiary of Agrenco
Group) secured two lines of credit agreement from
WestLB with a total value of US$ 42 million. The credit
lines will mature in 2010.118

3.5 ANDRÉ MAGGI - BRAZIL

The Brazilian André Maggi group was established by
André Maggi, an Italian immigrant’s son who started
growing soybeans in the state of Parana in southern
Brazil in 1950. In 1978 he sold his farm and moved to
Mato Grosso in the centre of Brazil, buying a 12,000
hectare farm in Itiquira. From this starting point the
André Maggi group swiftly increased its agricultural es-
tates in the Sapezal area in the Northwest of Mato
Grosso, to become the largest soy producer in the
world. 119

In the mid-1990s André Maggi transferred the manage-
ment of the family group to his son Blairo, who set up a
faster and cheaper soybean export route which gave an
extra impetus to the growth of the soybean sector in
Mato Grosso. The André Maggi group is now active in
agriculture (soybeans, cotton, corn and cattle), agricul-
tural trading and processing, transport and shipping, as
well as electricity production.120

The André Maggi group has planted 165,000 hectares
with soybean and produced 417,113 tons of soybeans
in 2006. The André Maggi group trades about 2.8 mil-
lion tonnes of soybeans, of which about 15% are grown
by André Maggi itself while the other 85% are acquired
from external farmers. Soybean processing capacity
amounts to 3,600 tonnes per day.121  In 2006 André
Maggi group realised total sales of R$ 1,727 million (£
414 million). 122

The following information is found on bank loans pro-
vided to the André Maggi group:

In January 2004 Amaggi Exportação e Importação ob-
tained a US$ 230 million working capital facility from an
international banking syndicate arranged by Rabobank
(Netherlands). US$ 150 million was used as working
capital to finance soybean stocks and had to be repaid
between August 2004 and January 2005. The other
US$ 80 million was used to finance inputs for soybean
farmers supplying soybeans to Amaggi Exportação e
Importação and matured in April 2005. The banking
syndicate consisted of 11 banks, including WestLB and
HSH Nordbank.123

In June 2006 Amaggi Exportação e Importação again
obtained a US$ 230 million (£ 127 million) working
capital facility from an international banking syndicate
arranged by Rabobank (Netherlands). The banking syn-
dicate consisted of 11 banks, including WestLB.124

3.6  ARCADIS - THE NETHERLANDS

Arcadis is a Dutch engineering company. In January
2008 its Brazilian affiliate Biogas opened its second de-
gassing installation at the 80 hectares Sao Joao landfill
near Sao Paulo (Brazil). The methane gas is extracted
from the landfill and is used as fuel to feed a 24 mega-
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watt power plant. Together, the Sao Joao and Ban-
deirantes landfill methane gas output is used to gener-
ate 340 million Kwh of electricity annually. As a result,
the equivalent of 12 million tons of CO2 will be saved in
the coming years, which according to the Kyoto Treaty,
gets Biogas 12 million carbon credits. These credits are
shared with the Municipality of Sao Paulo. Of the re-
maining 6 million carbon credits that are for Biogas, a
contract for the sale of 5 million of these credits was al-
ready signed with KfW until 2012.

In addition, Arcadis announced the development of a
third land fill gas installation (Gramacho) near Rio de
Janeiro. Once Gramacho is accredited under the Kyoto
protocol, it will generate carbon credits for which Biogas
can again seek long term contract buyers.125

3.7  ARCHER DANIELS MIDLAND -
UNITED STATES

The publicly-owned American company Archer Daniels
Midland (ADM) is one of the world’s largest agricultural
processors of soybeans, corn, wheat and cocoa. The
company turns these crops into soy meal and oil, corn
sweeteners, flour, cocoa and chocolate, ethanol and
biodiesel, as well as a wide portfolio of other value-
added food ingredients, animal nutrition and industrial
products.

Headquartered in Decatur (Illinois), ADM has over
27,000 employees and more than 240 processing
plants worldwide. Net sales for the fiscal year 2006/
2007 amounted to US$ 44.0 billion, resulting in a net
profit of US$ 2,162 million.126

ADM is one of the largest soybean exporters from Ar-
gentina, Brazil, Paraguay, Uruguay and Bolivia.127

ADM’s global soybean crushing capacity amounts to
65,500 tons/day.128  In Latin America, ADM operates
crushing plants with a total capacity of 12,650 tons/day
in Brazil and 1,000 tons/day in Bolivia.129  On the Euro-
pean soy market ADM also has a large market share
with crushing plants and refineries in the Netherlands,
the United Kingdom and Germany.130

ADM has a global biodiesel production capacity of 1.6
million tons (1,818 million litres) per year, of which 205
million litres are produced in Brazil.131

In the United States ADM owns a number of ethanol
plants in Illinois and Iowa with a total annual capacity
of 4,600 million litres per year. In July 2007, ADM an-
nounced plans to build two ethanol plants in Iowa and
Nebraska with a total annual capacity of 2,082 million
litres. This will ADM’s total ethanol production capacity
in the United States to 6,681 million litres per year.132

ADM has secured a number of credit facilities from inter-
national banking syndicates. At the end of June 2007,
ADM had secured lines of credit totalling US$ 3.9 bil-

lion, of which US$ 500 million was actually outstand-
ing.133  The lines of credit are intended as a flexible facil-
ity which the company can use to pay farmers for their
harvests. Amounts outstanding are therefore varying
over the year. They are also used to pay for unexpected
expenses, react swiftly to investment or acquisition op-
portunities and serve as back-up to assure the com-
pany’s bondholders that ADM will have sufficient money
to repay its bonds at their maturity date. Details on the
involvement of European banks in ADM’s lines of credit
are as follows:

In March 2004 Archer Daniels Midland secured a US$
2,166 million revolving credit facility, split into a US$
1.836 million one-year tranche and a US$ 330 million
four-year tranche. The facility was arranged by the Ameri-
can banks JP Morgan Chase and Citigroup. Involved in
the syndicate was, among others, Deutsche Bank.134

In March 2005 Archer Daniels Midland secured a US$
2,250 million five-year revolving credit facility. The facility
was arranged by the American banks JP Morgan Chase
and Citigroup. Involved in the syndicate was, among
others, Deutsche Bank.135

In September 2005 ADM issued US$ 600 million of 30-
year bonds with a 5.375% interest. Among the thirteen
banks participating in the underwriting syndicate was
Deutsche Bank, underwriting US$ 15 million.136

In March 2006 Archer Daniels Midland renewed its US$
2,250 million revolving credit facility for another period
of five year. The facility was arranged by the American
banks JP Morgan Chase and Citigroup. Involved in the
syndicate was, among others, Deutsche Bank.137

In February 2007 ADM issued US$ 1,150 million seven-
year convertible bonds with a 0.875% interest. The
bonds were purchased by a group of nine banks, which
sold the bonds to institutional investors. Among these
nine banks was Deutsche Bank, which purchased
bonds with a value of US$ 47.9 million.138

In December 2007 ADM issued US$ 500 million of 30-
year bonds with a 6.45% interest. Among the eleven
banks participating in the underwriting syndicate was
Deutsche Bank, which underwrote US$ 120 million.139

3.8  BAKRIE SUMATERA PLANTATIONS -
INDONESIA

PT Bakrie Sumatera Plantations is the plantation holding
company of the Bakrie Group, headed by Indonesia’s
Coordinating Minister for Social Welfare of Indonesia,
Aburizal Bakrie. Bakrie Sumatera Plantations own es-
tates with a total concession area over 50,000 hectares.
This includes rubber and oil palm plantations. The total
acreage planted with oil palm as at February 2007
amounted to 32,712 hectares, spread over North
Sumatra, West Sumatra and Jambi.140
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In April 2006, a US$ 25 million joint venture agreement
was signed between Bakrie Sumatera Plantations and
the Indonesian state-owned engineering company
Rekaya Industri to build a biodiesel plant with an an-
nual capacity of 60,000 to 100,000 tons on Batam is-
land. Bakrie Sumatera Plantations shall supply the CPO
from its palm oil refineries in West Java and Jambi and
will own a 70% share of the joint-venture company PT
Bakrie Rekin Bio-Energy. Production will start in mid-
2008.141

German banks are financing the expansion of Bakrie
Sumatera Plantations in the following way:

In February 2006 Bakrie Sumatera Plantations secured
a three-year US$ 69 million international syndicated
loan. The syndicate was arranged by Barclays Bank
(United Kingdom), ICICI Bank (India) and RZB (Aus-
tria). Among the six banks participating in the syndi-
cate was WestLB, participating with US$ 10 mil-
lion.142

3.9  BAYERNFONDS BESTENERGY 1 - GERMANY

Bayernfonds BestEnergy 1 is a German based invest-
ment fund that is wholly owned by Real I.S., which in its
turn is a wholly owned subsidiary of the Bayerische
Landesbank. In May 2007 it has awarded the Finn-
ish company Wärtsilä a contract for six turnkey biom-
ass-fuelled power plants to be built across Germany,
with a combined value of approximately € 100 mil-
lion. All six plants have an identical configuration and
set up and will have an electrical power output of 5.6
MWe each. The plants will burn wood residues from
the local forests. The electricity to be generated by the
plants will be fed to the main grid. All six power
plants are due to achieve commercial operation by
December 2008. 143

3.10  BIOENERGY INTERNATIONAL -
UNITED STATES

BioEnergy International is a joint-venture of various in-
vestors, planning to build an ethanol plant in Pennsylva-
nia (United States). The plant will have an annual ca-
pacity of 379 million litres. Its total output is sold to
Getty Petroleum, an American subsidiary of the Russian
oil company Lukoil.144

German banks contributed to the expansion of this com-
pany in the following way:

In February 2008 BioEnergy International secured a US$
205 million debt financing package arranged by TD
Banknorth (Canada) and WestLB. The loan package
consists of a US$ 106 million first lien loan, US$ 65 mil-
lion in tax exempt bond debt, a US$ 30 million second
lien loan and a US$ 4 million letter of credit and work-
ing capital facility.145

3.11  BIOPETROL INDUSTRIES - SWITZERLAND

The Swiss company Biopetrol Industries is one of the
largest biodiesel producers in Germany, operating two
plants with a total annual capacity of 350,000 tonnes.
Biopetrol Industries is building a new plant in Rotterdam
(The Netherlands) with an initial annual capacity of
400,000 tonnes, later to be expanded to 650,000
tonnes. The plant will start production at the end of
2008.

The company uses mainly European-grown rapeseed as
feedstock, but its production facilities can convert at any
time from rapeseed oil to alternative vegetable raw mate-
rials such as soya oil and palm oil.146

German banks contributed to the expansion of this com-
pany in the following way:

In February 2007 Biopetrol Industries issued 4% five-year
convertible bonds with a total value of € 75 million. The
issuance was managed by Dresdner Kleinwort, a subsid-
iary of Dresdner Bank. The proceeds were used to fi-
nance the new plant in Rotterdam.147

3.12  BRASBIOFUEL - BRAZIL

The Brazilian company Brasbiofuel in March 2007 an-
nounced that it will invest R$ 480 million in the construc-
tion of four biodiesel factories in the next four years in
Brazil. The company is owned by Daniele Panicci from
Italy and Oséias Alves da Cruz from Brazil. Brasbiofuel
will begin with a production of 360 million liters per an-
num and aims to reach 1.5 billion liters per annum
when the project is completed. Initially, the company will
produce sunflower biodiesel, but the company has also
studied the use of other raw materials, such as cotton,
canola, jatropha and soybean. The aim is to export 50%
of the production and to direct the rest towards the do-
mestic market.148

German banks contributed to the expansion of this com-
pany in the following way:

In March 2007 Brasbiofuel announced it would finance
its four biodiesel factories with 60% equity and 40%
loans from international banks such as Credit Suisse
(Switzerland) and Deutsche Bank.149  No information is
found on concrete financing deals.

3.13  BRASIL ECODIESEL - BRAZIL

Brasil Ecodiesel is Brazil’s largest producer of biodiesel.
Annual production amounted to 496 million litres in
2007, which equals 56% of the country’s total output of
biodiesel. Brasil Ecodiesel operates six biodiesel plants
with a combined annual biodiesel production capacity of
640 million litres. The company operates farms with a
total acreage of 46,552 hectares in the states Minas
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Gerais, Ceará, Piauí and Bahia. Various feedcrops are
used, including soybeans, castor seed and jatropha.150

German banks contributed to the expansion of this com-
pany in the following way:

Since August 2006, one of the three controlling share-
holders of Brasil Ecodiesel was Eco Green Solutions LLC.
This is an American investment fund of which the only
shareholder is BT Global Investments Fund, located in
Switzerland. This fund is managed by Deutsche
Bank.151

Eco Green Solutions owned 33.68% of the shares of
Brasil Ecodiesel at the end of March 2008.152  In May
2008, it sold 20.48% of the shares to the two other con-
trolling shareholders (Evon Zartman Vogt III and Nelson
José Côrtes da Silveira). These two shareholders now
own 50.0% of the shares of the company.153  Probably
the other 13.20% of the shares of Brasil Ecodiesel which
were owned by Eco Green Solutions have been sold as
well, as the fund is not mentioned anymore as a signifi-
cant shareholder of Brasil Ecodiesel.154

But apart from its shareholding, Brasil Ecodiesel in Au-
gust 2008 reported it had restructured its loan of R$
14.1 million (US$ 6.6 million) with Eco Green Solutions.
This loan is still outstanding.155

3.14  BUNGE - UNITED STATES

Bunge is an American agribusiness and food company
founded in 1818 in the Netherlands and headquar-
tered in White Plains (New York). Bunge has over
22,000 employees in over 30 countries. The company
supplies fertilizer to farmers in South America, origi-
nates, transports and processes oilseeds, grains and
other agricultural commodities worldwide, produces
food products for commercial customers and consumers
and supplies raw materials and services to the biofuels
industry.156  In 2006 Bunge realised net sales of US$
26.3 billion, resulting in a net profit of US$ 521 mil-
lion.157

Bunge supplies corn to several producers of ethanol in
the United States. Bunge also is a minority partner in a
small number of corn ethanol plants that are being de-
veloped near its American facilities.158

In September 2007 Bunge acquired Agroindustrial Santa
Juliana, a sugarcane mill and ethanol production facility
located in the state of Minas Gerais, Brazil. Bunge plans
to expand the processing capacity from the present 1.6
million tons of sugar cane to 4.0 million tons of per
year.159  Ethanol production figures are unknown.

In July 2008 a Brazilian newspaper reported that Bunge
will invest around R$ 1 billion (US$ 639 million) in three
sugar and ethanol mills in Tocantins state (Brazil). The
first mill is expected to start operations in 2011. Bunge is

also planting 2,200 hectares of sugarcane, which will be
increased to 100,000 hectares, to supply the three
mills.160

Bunge is one of the most important soy traders and
crushers in Latin America. Its crushing capacity amounts
to 30,100 tons per day in Brazil and 27,400 tons per
day in Argentina.161  Bunge also is the largest soybean
crusher in the European Union, owning crushing plants
in Denmark, France, Germany, Italy and Spain.162

Bunge also supplies vegetable oils (especially soy) to
various producers of biodiesel. Bunge also is a minority
investor in some biodiesel plants in Europe, the United
States and Argentina.163

In October 2006 Bunge announced it will build two soy-
bean-based biodiesel plants in Spain in a joint-venture
with Acciona and other local partners. Bunge will be a
minority partner. The plant in Bilbao is expected to have
a capacity of 200,000 tonnes per year. The other plant
will be located in Cartagena. 164

In Argentina Bunge owns a 50% shareholding in
Ecofuel, a joint-venture with AGD, producing 253 mil-
lion litres of biodiesel per year. The feed stock is soy.165

Bunge also plans to build another biodiesel plant with a
capacity of 127 million litres per year.166

Bunge has been using a large number of bank facilities
over the past five years to finance acquisitions (especially
of Cereol in October 2002), working capital needs
(which includes supplying inputs and seed to farmers
which produce agricultural products for Bunge) and to
back-up bond issuances. The credit facilities were se-
cured by three subsidiaries of Bunge:

Bunge Asset Funding

Bunge Asset Funding is a financing subsidiary of Bunge,
which has secured a revolving credit facility from an in-
ternational banking syndicate. This facility is renewed
annually. It is used for working capital purposes.

In July 2003 Bunge Asset Funding renewed its existing
revolving credit facility into a US$ 600 million revolving
credit facility arranged by JP Morgan Chase (United
States) and Citigroup (United States). The facility was
split into a one-year US$ 376 million tranche and a two-
year US$ 224 million tranche. Among the 19 banks
participating in the lending syndicate were Deutsche
Bank (US$ 15 million) and WestLB (US$ 38 million).167

In June 2004 Bunge Asset Funding renewed the facility
into a three-year US$ 600 million revolving credit facility
provided by an international banking syndicate ar-
ranged by JP Morgan Chase (United States), Citigroup
(United States), BNP Paribas (France), Credit Suisse (Swit-
zerland) and Rabobank (Netherlands). Among the 27
banks participating in the lending syndicate were
Deutsche Bank (US$ 23.1 million) and WestLB (US$
23.1 million).168
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In June 2007 Bunge Asset Funding renewed the facility

into a three-year US$ 600 million revolving credit facility

provided by an international banking syndicate ar-

ranged by JP Morgan Chase (United States) and

Citigroup (United States). Among the 27 banks partici-

pating in the lending syndicate was Deutsche Bank

(US$ 20 million).169

Cereol / Bunge Finance Europe

Cereol was one of the largest edible oil trading, crush-

ing and refining companies in Europe. In October 2002

the company was acquired by Bunge and later renamed

into Bunge Finance Europe. To finance its working capi-

tal needs, Bunge Finance Europe uses a large revolving

credit facility from an international banking syndicate

which is renewed regularly.

In May 2003 Bunge Finance Europe replaces its existing

loan facilities with a US$ 650 million revolving credit fa-

cility from an international banking syndicate arranged

by Société Générale (France), HSBC (United Kingdom)

and BNP Paribas (France). The facility is split into a one-

year US$ 455 million tranche and a three-year US$ 195

million tranche. Among the 31 banks participating in

the lending syndicate were HypoVereinsBank (US$ 25

million), KfW (US$ 12.5 million), WestLB (US$ 25 mil-

lion) and Landesbank Rheinland-Pfalz, a subsidiary of

Landesbank Baden-Württemberg (US$ 12.5 mil-

lion).170

In May 2004 Bunge Finance Europe extended the US$

455 million one-year tranche of its May 2003 revolving

credit facility with another year, while the three-year

US$ 195 million tranche remained unchanged. The

banking syndicate changed slightly. Among the 34

banks participating in the lending syndicate were

HypoVereinsBank (US$ 26 million), Kreditanstalt

für Wiederaufbau (US$ 13.5 million), WestLB (US$

35 million) and Landesbank Rheinland-Pfalz, a subsid-

iary of Landesbank Baden-Württemberg (US$ 20

million).171

In July 2004 the US$ 195 million tranche was repaid.172

In May 2005 Bunge Finance Europe extended the US$

455 million one-year revolving credit facility with one

year. The banking syndicate remained unchanged.173  In

December 2005 the US$ 455 million one-year revolving

credit facility was repaid. 174

In December 2006 Bunge Finance Europe entered into a

three-year revolving credit agreement with a banking

syndicate arranged by BNP Paribas (France) and HSBC

Bank (United Kingdom). The facility expires January

2010 with an aggregate borrowing capacity of US$ 600

million. Borrowings under the revolving credit facility

may be used for general corporate purposes. Among

the 23 banks participating in the facility was Commerz-

bank (US$ 18 million) and HSH Nordbank (US$ 29

million).175
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Bunge Limited Finance

Since 2002 Bunge Limited Finance, a subsidiary of

Bunge, has secured a large revolving credit facility from

an international banking syndicate. The facility is used

for working capital needs, which includes supplying in-

puts and seed to farmers which produce agricultural

products for Bunge, and to back-up the bond issuances

of Bunge (to assure bondholders that interest and princi-

pal payments will be made at maturity date).

In June 2004 Bunge Limited Finance replaced its existing

facility with a five-year US$ 850 million revolving credit

agreement provided by an international banking syndi-

cate arranged by Citigroup (United States) and JP Mor-

gan Chase (United States). Among the 31 banks partici-

pating in the lending syndicate were Deutsche Bank

(US$ 33.19 million) and WestLB (US$ 33.19 million).176

In November 2005 Bunge Limited Finance renewed the

facility into a 3.5-year US$ 850 million revolving credit

agreement provided by an international banking syndi-

cate arranged by Citigroup (United States) and JP Morgan

Chase (United States). The facility now allows for borrow-

ing in dollars and euros. Among the 32 banks participat-

ing in the lending syndicate were Deutsche Bank (US$

33.19 million) and WestLB (US$ 33.19 million).177

In November 2007 Bunge Limited Finance renewed the facil-

ity into a one-year US$ 1,000 million revolving credit agree-

ment provided by an international banking syndicate ar-

ranged by Citigroup (United States) and JP Morgan Chase

(United States). Among the 22 banks participating in the

lending syndicate was Deutsche Bank (US$ 25 million).178

3.15  CARGILL - UNITED STATES

The privately-owned American company Cargill is the

largest commodity trader in the world. Cargill is an in-

ternational provider of agriculture services, food ingre-

dients and applications, fertilizer, salt and steel prod-

ucts and services, grain, oilseeds and other agricultural

commodities, risk management and financial solu-

tions.179

Cargill is headquartered in Minneapolis (Minnesota)

and has 158,000 employees in 66 countries. In the fis-

cal year 2006/2007, Cargill realised annual sales with

a total value of US$ 88.3 billion, resulting in a net profit

of US$ 2,343 million.180

Cargill is one of the most important soy traders and

crushers in Latin America. Its crushing capacity amounts

to 15,700 tons per day in Brazil and 25,700 tons per

day in Argentina.181  In Paraguay, Cargill has a crushing

capacity of 3,000 tons/day.

In 2006 Cargill acquired a 63 percent shareholding in

Cevasa (Central Energética Vale do Sapucaí Ltda.), in

Patrocínio Paulista (state of São Paulo). Cevasa has an
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annual processing capacity of 1.4 million tons of sugar-
cane, generating 125 million litres of ethanol.

Cargill also acquired a 43.75 percent share in Itapagipe
mill (Usina Itapagipe Açúcar e Álcool Ltda.), in the state
of Minas Gerais, and has a share in TEAS, the ethanol
export terminal in Santos, state of São Paulo.182

Cargill is also involved in the production of biofuels in Eu-
rope and North America. In the United States, Cargill pro-
duces ethanol in Iowa and Nebraska, as well as biodiesel
in Iowa. In the United Kingdom, Cargill owns a 25% stake
in Greenergy Biofuels, which operates two biodiesel plants
in Immingham with a combined capacity of 200,000
tonnes per year. The plants use rapeseed, soy, palm and
used cooking oils as feedstock. In Germany, Cargill is in-
volved in biofuel production in a joint venture with Agravis
Raiffeisen in Wittenberge, and a biodiesel plant in Frank-
furt-Hoechst. In Barby the company is building a 100,000
litres bioethanol plant, using wheat as feedstock. In Bel-
gium Cargill is involved in a joint-venture building a
250,000 tonne biodiesel plant in Ghent. 183

Bond issuances are Cargill’s primary instrument to finance
its working capital requirements, which are a.o. needed to
finance inputs, supplies and prepayments to the planta-
tions which supply agricultural products to Cargill. The
most bond issuances are made by Cargill on the North
American capital markets, but recently Cargill has made
two bond issuances on the European capital market as
well. The following information was found on the involve-
ment of European banks in Cargill’s bond issuances:

In March 2004 Cargill issued US$ 500 million five-year
bonds on the American capital market. The bond issuance
was managed by Deutsche Bank with two other banks.184

In September 2004 Cargill for the first time issued bonds
on the European capital market. The 4.5% ten-year
bond issuance had a value of € 500 million and was
managed by     Deutsche Bank with two other banks.185

In April 2006 Cargill made its second issuance on the
European capital market. The 4.375% seven-year bond
issuance had a value of € 750 million and was man-
aged by     Deutsche Bank with two other banks.186

In January 2008 Cargill issued five-year bonds with a
total value of US$ 1,000 million on the international
capital market. The issuance was managed by
Deutsche Bank with three other banks.187

3.16  CASCADE GRAIN PRODUCTS -
UNITED STATES

Cascade Grain Products, which is owned by the invest-
ment company Berggruen Holdings, is developing a
409 million litres per year corn-based ethanol plant in
Oregon. The plant is expect to start production in the
second quarter of 2008.188

German banks contributed to the expansion of this
company in the following way:

In June 2006 Cascade Grain Products secured a US$
100 million senior secured credit facility for the construc-
tion of its ethanol plant. The facility was arranged by
WestLB.189

3.17  CONESTOGA ENERGY PARTNERS -
UNITED STATES

Conestoga Energy Partners is an American ethanol pro-
ducer, developing three ethanol plants in Kansas with an
annual capacity of 416 million litres per year each.190

German banks are financing the expansion of this com-
pany in the following way:

In December 2007 Arkalon Ethanol, a subsidiary of
Conestoga Energy, secured a US$ 113 million financing
package for its proposed ethanol plant in Kansas. The
deal consists of a US$ 97 million term loan for the con-
struction of the plant and a US$ 16 million working capi-
tal facility for operations. The financing package was ar-
ranged by Merrill Lynch (United States) and WestLB.191

3.18  CORNHUSKER ENERGY - UNITED STATES

Cornhusker Energy is a small American ethanol com-
pany, producing more than 151 million litres of ethanol
annually at a plant in Nebraska. Construction is cur-
rently in the works to expand the plant to an annual ca-
pacity of 569 million litres.192

German banks contributed in the following ways to the
expansion of this company:

Together with another bank,     WestLB arranged a US$
50 million financing for Cornhusker to finance its etha-
nol plant in 2006.193

3.19 COSAN - BRAZIL

Cosan is one of the world’s largest producers of sugar
and ethanol. The company cultivates, harvests and pro-
cesses sugarcane, and produces ethanol. Cosan em-
ploys about 39,000 employees and owns 17 manufac-
turing units in Santos, a city in the state of São Paulo
and the largest port in Latin America.

Cosan’s key figures for the 2006/2007 harvest are:

Net sales: R$ 3.6 billion (€ 1.4 billion)
Sugarcane grinding: 36.1 million tons
Sugar production: 64 million bags = 3.2 million tons
Ethanol production: 1,322 million litres
Direct employment: 39,000 employees
Cultivated area: 580,000 hectares
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In November 2005, Cosan conducted the initial public
offering of 18.4 million shares on the São Paulo Stock
Exchange, raising R$ 886 million (€ 344 million).
Deutsche Bank was one of the seven banks in the of-
fering syndicate.194

In January 2006, Cosan issued US$ 300 million (€ 206
million) in five-year 8.25% perpetual notes. The notes
are listed on the Luxembourg Stock Exchange. The bond
issuance was managed by Deutsche Bank with two
other banks.195

In February 2006, Cosan issued an additional US$ 150
million (€ 103 million) in perpetual bonds under the
same conditions as the preceding issue in January.196

In January 2007, Cosan issued US$ 400 million (€ 275
million) in 7% senior notes, due in 2017. These notes
are also listed on the Luxembourg Stock Exchange. The
bond issuance was managed by Deutsche Bank with
two other banks.197

3.20  CROPENERGIES - GERMANY

The German company CropEnergies is one of the leading
European producers of bioethanol. The company operates
three factories in Germany, France and Belgium with a com-
bined annual capacity of 760 million litre. CropEnergies pri-
marily uses cereals – mainly wheat, but also barley, triticale
and maize – as well as sugar beet syrups as feed stock.
CropEnergies is 70% owned by the German SüdZucker
Group, the largest sugar producer in Europe.198

German banks contributed to the expansion of this com-
pany in the following way:

In September 2006 made an Initial Public Offering on
the Frankfurt stock exchange. The share issuance was
managed by Deutsche Bank. Proceeds of € 200 mil-
lion were used to expand production.199

3.21  ENVITEC BIOGAS - GERMANY

The German company EnviTec Biogas covers the entire
value chain for the production of biogas - including the
planning and turnkey construction of biogas plants as well
as their commissioning. The company provides the biologi-
cal and technical service and also offers the full plant and
operating management. In addition, EnviTec also operates
its own biogas plants. In the German state of Mecklen-
burg-Western Pomerania, EnviTec is currently constructing
what it believes to be the world’s largest biogas park with
an electrical connected load of 20 megawatts.200

German banks contributed to the expansion of this com-
pany in the following way:

At the end of 2006, EnviTec Biogas had loans outstanding
to Bremer Landesbank, a subsidiary of Norddeutsche

Landesbank (€ 1.2 million) and Landessparkasse
zu Oldenburg (€ 2.8 million).201

In July 2007 EnviTec Biogas made an initial public offer-
ing (IPO) on the stock exchange, issuing shares with a
total value of € 242.5 million. Dresdner Kleinwort, a
subsidiary of Dresdner Bank, was the global coordi-
nator of the share offering. Participating in the issuing
syndicate were Berenberg Bank and WestLB.202

3.22  FIAGRIL - BRAZIL

Fiagril is a medium-sized soybean trader and biodiesel
producer in Mato Grosso, Brazil. Annual trading vol-
umes amount to 600,000 tons of soybeans and
300,000 tons of corn. In January 2008 the company
opened a biodiesel factory in Mato Grosso with an an-
nual capacity of 120 million litres. 70% of the feedstock
will be soybeans (190,000 tons per year), while 30% will
be animal grease.203

German banks contributed to the expansion of this com-
pany in the following way:

In August 2006 Fiagril secured a two-year US$ 15 mil-
lion export pre-payment facility from WestLB.204

In September 2007, Fiagril secured a US$ 48 million financ-
ing package for the construction of its biodiesel plant. The
8.5 year financing package was arranged by WestLB.205

3.23  FIRST UNITED ETHANOL - UNITED STATES

First United Ethanol is a small American company build-
ing an ethanol plant in Georgia with an annual produc-
tion capacity of 379 million litres. Total development
costs are approximately US$ 195 million. Production
start is expected in the fall of 2008.206

German banks contributed to the expansion of this com-
pany in the following way:

In November 2007 First United Ethanol secured a loan
package of US$ 115 million from a banking syndicate
arranged by WestLB. The package consists of US$ 100
million of long-term debt and a revolving credit of US$
15 million.207

3.24  GREENHUNTER ENERGY - UNITED STATES

GreenHunter Energy an American renewable energy
company which owns and operates the nation’s largest
biodiesel plant in Texas, a biomass facility in California
and wind projects located in California, Montana and
New Mexico. The biomass facility processes cow manure
into electricity and has a capacity of 18.5 MW. The bio-
diesel plant has an annual production capacity of 397
million litres per year and will start production in June
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2008. The plant will use variable feedstocks located ei-
ther domestically or internationally, including vegetable
oils (soy bean, palm oil and jatropha oil) and/or ani-
mal/poultry fats.208

German banks contributed to the expansion of this com-
pany in the following way:

In December 2007 GreenHunter Energy secured a US$
43.5 million financing package from WestLB to finance
the development of its biodiesel plant. The financing
package consists of a US$ 38.5 million term loan facility
and a US$ 5 million working capital facility.209

3.25  GTL RESOURCES - UNITED KINGDOM

GTL Resources is a British company owning a 85% inter-
est in Illinois River Energy, which owns and operates a
189 million litres per year ethanol production facility in
Illinois (United States). Capacity expansion to 379 mil-
lion litres per year is scheduled to be completed by April
2009. The corn is supplied by Cargill.210

In February 2007 Illinois River Energy secured a US$ 140
million financing package to refinance existing indebted-
ness and to expand the capacity of its ethanol plant from
189 million litres per year to 379 million litres per year.
The banking syndicate was arranged by WestLB.211

3.26  HAWKEYE ENERGY - UNITED STATES

Hawkeye Energy is an American company operating two
ethanol plants in Iowa with a total capacity of 814 million
litre per year. Two plants with an annual production of 416
million litre per year each are under construction in
Iowa.212

German banks contributed in the following ways to the
expansion of this company:

In March 2005 Hawkeye Energy secured a US$ 185 mil-
lion financing package to finance the expansion of its
first plant and build its second plant. The banking syndi-
cate was arranged by Credit Suisse (Switzerland).213

WestLB was involved in the banking syndicate.214

3.27  HEARTLAND ETHANOL - UNITED STATES

Heartland Ethanol is an American ethanol company,
planning to build at least three ethanol facilities in Illi-
nois.215

German banks contributed in the following ways to the
expansion of this company:

WestLB has been mandated to arrange a US$ 375 million
financing for Heartland Ethanol to finance its ethanol plants
in 2006.216  It is unclear if this financing has been realised.

3.28  IMCOPA - BRAZIL

The Brazilian company Imcopa is one of the largest soy trad-
ers and crushers in Brazil. In 2006 the company crushed 2.3
million tons of soybeans and exported 1.6 million tons of
soy meal. The company concentrates on GMO-free soy.

Imcopa in May 2007 opened a ethanol plant in Paraná
which uses soy molasses, a by-product of soy meal pro-
duction, as a feedstock. The plant produces 25 million
litres per year.217

German banks contributed in the following ways to the
expansion of this company:

In February 2008 Imcopa secured a US$ 35 million ex-
port pre-payment facility from WestLB.218

3.29  LOUIS DREYFUS - FRANCE

The French privately-owned company Louis Dreyfus is
one of the largest commodity traders in the world. Princi-
pal activities of the Louis Dreyfus Group consist of world-
wide processing, trading and merchandising of various
agricultural and energy commodities. The Louis Dreyfus
Group is also significantly involved in the ownership and
management of ocean vessels; in the development and
operation of telecommunications infrastructures; and in
real estate development, management and ownership.
Louis Dreyfus companies are present in over 53 coun-
tries, with major offices in Beijing, Buenos Aires, Lon-
don, Paris, São Paulo, Wilton (Connecticut) and Mem-
phis (Tennessee). Aggregate average annual gross sales
in recent years have exceeded US$ 20 billion.219

The Louis Dreyfus Group has extensive oilseed crushing
and refining operations in South America, where it is
the third largest oilseed processor in the region.
Through SACEIF Louis Dreyfus & Cia., its Argentine
subsidiary, the Group owns and operates the General
Lagos crushing plant and port facility on the Parana
River with deep-water access for large export-bound,
ocean-going vessels. With a crushing capacity of
12,000 tons a day, it is one of the largest and most ef-
ficient plants in the world. Another subsidiary, Coinbra,
owns and operates oilseed crushing facilities in Brazil
with a combined crushing capacity of over 8,000 tons a
day and a combined oil refining capacity of over 600
tons a day. Louis Dreyfus is also trading soybeans in
Paraguay and Uruguay. 220

German banks contributed to the expansion of this com-
pany in the following way:

In February 2006 Louis Dreyfus secured a US$ 560 mil-
lion revolving credit from an international banking syn-
dicate. The facility was split in a US$ 280 million one-
year tranche and a US$ 280 million two-year tranche.
The syndicate was arranged by four banks, including
Bayerische Landesbank.221
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3.30  MARQUIS ENERGY - UNITED STATES

Marquis Energy is an American producer of ethanol, op-
erating a plant in Illinois with an annual capacity of 379
million litres per year. The company is a subsidiary of
the American investment company Babcock & Brown.222

German banks contributed in the following ways to the
expansion of this company:

WestLB arranged financing for the ethanol plant of
Marquis Energy.223

3.31  NESTE OIL - FINLAND

The Finnish company Neste Oil is a refining and marketing
company focused on advanced, clean traffic fuels, with a
strategy that prioritizes growing its refining and premium-
quality biodiesel businesses. Neste Oil has one biodiesel
plant in Finland and a second one will come on stream in
2009. The company is planning a biodiesel plant with an
annual capacity of 800,000 tons in Singapore and a plant
with an annual capacity of 1.2 million tons in the Nether-
lands. This will be the two largest biodiesel plants in the
world. The plants will use palm oil as feedstock.224

German banks contributed in the following ways to the
expansion of this company:

In 2005 Neste Oil secured a € 1.5 billion revolving
credit facility from an international banking syndicate.
The facility will be used for general corporate purposes.
20 banks participated in the syndicate, including HSH
Nordbank (€ 68 million), Dresdner Bank (€ 68 mil-
lion) and Deutsche Bank (€ 48 million).123

3.32  NOBLE GROUP - HONG KONG

The Hong Kong based Noble Group is an important in-
ternational trader in agricultural, industrial and energy
products. Noble’s diverse product lines and global pres-
ence of over 80 offices in 40 countries is managed by a
team of 3,000 employees.

Noble Group is one of the most important international
traders in ethanol, sourced from various producers. The
company is also a very important trader in the agricul-
tural feedstocks for biofuel, such as corn, soy and sugar.
In South America, Noble operates an extensive network
of warehouses and elevators across Brazil, Argentina,
Uruguay and Paraguay sourcing oilseeds and grains.
Noble Group is sourcing both cane and beet sugar in
Brazil, Central America, Thailand, South Africa, India,
Europe and Russia.226

In February 2007 Noble Group has acquired Usina
Petribu Paulista (UPP), a sugar mill company capable of
producing both sugar and ethanol in São Paulo (Brazil).
The crushing capacity of the mill will be upgraded soon
to 4 million tons of sugar cane, resulting in 333 million

litres of ethanol annually. Noble will further invest up to
US$ 200 million in this project over the next few years
and will expand its crushing capacity to up 10 million
metric tons of cane.227

German banks contributed to the expansion of this com-
pany in the following way:

In February 2006 the Noble Group secured a 18-month
US$ 60 million financing package from WestLB, which
will be used as pre-payments of the 2005/2006 soybean
crop to a universe of over 50 Brazilian soybean produc-
ers, farmers and co-operatives.228

In July 2007 Noble Group secured a three-year US$ 1.2
billion revolving credit facility, which will be used to refi-
nance existing debt and for general corporate purposes.
The banking syndicate was arranged by 7 banks. Among
the 34 banks participating in the syndicate were Dresdner
Bank, Commerzbank, BHF-Bank (a subsidiary of Sal.
Openheim & Cie.), HSH Nordbank and WestLB.229

In April 2008 Noble Group secured a two-year US$ 700
million revolving letter of credit and guarantee facility,
which provides Noble with additional capacity to issue
guarantees and stand-by letters of credit in support of its
continuing revenue growth. The banking syndicate was
arranged by four banks. Among the 16 banks partici-
pating in the syndicate were KfW IPEX-Bank (part of
KfW), Commerzbank and Deutsche Bank.230

3.33  NORTHERN ETHANOL - CANADA

Northern Ethanol is a Canadian company developing
three corn-based ethanol plants in Ontario (Canada)
and New York (United States) with a total annual capac-
ity of 1,226 million litres.231

German banks contributed to the expansion of this com-
pany in the following way:

In December 2006, the company mandated WestLB to
solicit and arrange for senior debt and subordinate debt
financing for up to 75% of the construction costs (to a
maximum of approximately US$ 365 million) of the first
two mills the company is planning to build. The financ-
ing is not arranged yet.232

3.34  NOVA BIOSOURCE FUELS - UNITED STATES

Nova Biosource Fuels is an American company operat-
ing two biodiesel plants in Iowa and Illinois, with a com-
bined annual production capacity of 265 million litres.
New biodiesel plants are being built in Wisconsin and
Mississippi. In the next three years Nova Biosource Fuels
aims to build up to seven biodiesel refineries with pro-
duction capacities ranging from 20 to 379 million litres
each per year. The company uses low-cost feedstocks,
including rendered animal fats and oils and recycled
vegetable and animal-based greases.233
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German banks contributed to the expansion of this com-
pany in the following way:

In January 2008 Nova Biosource Fuels secured a US$
41 million credit facility from WestLB to finish the con-
struction of the biodiesel plant in Illinois. The facility in-
cludes a US$ 36 million construction loan and a US$ 5
million working capital facility.234

3.35  PACIFIC ETHANOL - UNITED STATES

Pacific Ethanol is an American company operating
four ethanol plants in California, Oregon, Idaho and
Colorado with a total annual capacity of 712 million
litres. The company is developing two additional
plants in California and aims to operate over 1,560
million litres of annual capacity by 2010 in the West-
ern part of the United States. The company also is
working to identify and develop other renewable fuel
technologies, such as cellulose-based ethanol produc-
tion and bio-diesel.235

German banks contributed to the expansion of this com-
pany in the following way:

In February 2007 Pacific Ethanol secured a US$ 325 mil-
lion credit facility, to finance the construction of various
ethanol plants. The facility includes a US$ 300 million
senior secured construction and term loan, and a US$
25 million working capital and letter of credit facility. The
banking syndicate was arranged by WestLB and
Mizuho Corporate Bank (Japan). Twelve banks partici-
pated in the syndicate, including Norddeutsche
Landesbank.236

3.36  RENEWABLE ENERGY GROUP -
UNITED STATES

The American company Renewable Energy Group is the
American market leader in production and sales of bio-
diesel. The company has developed seven biodiesel
plants that currently produce approximately 840 million
litres per year. Three additional REG-affiliated plants are
under construction. The feedstock used by REG to pro-
duce biodiesel is soy.237

German banks contributed to the expansion of this com-
pany in the following way:

In February 2008 Renewable Energy Group entered into
a revolving credit facility with WWWWWestLBestLBestLBestLBestLB. The facility is ini-
tially set at US$ 28 million with the ability to grow to
US$ 100 million.238

3.37  SABARÁLCOOL - BRAZIL

Destilaria de Álcool Sabará (Sabarálcool) is a family-
owned Brazilian company producing sugar and ethanol
in Paraná. In 2007/2008 the company produced 2.1

million tons of sugarcane, which were processed into
135,000 tons of sugar and 75 million litres of etha-
nol.239

German banks contributed to the expansion of this com-
pany in the following way:

In December 2006 Sabarálcool secured a three year US$
12 million pre-export financing facility from WestLB.240

3.38  SÃO MARTINHO - BRAZIL

São Martinho is a corporate organization that pur-
chases, cultivates, harvests and crushes sugarcane - the
main raw material used in its sugar and ethanol opera-
tions. The company currently owns two sugar and etha-
nol mills in the state of São Paulo: the Iracema mill in
Iracemápolis and the São Martinho mill in Pradópolis.
Net revenue: R$ 827 million (€ 321 million)

São Martinho´s production figures for the 2006/2007
harvest were:241

- Sugar cane crushed: 9.3 million ton
- Sugar production: 678,000 ton
- Ethanol Production: 394 million litres

In addition, the Company has begun construction of a
third mill, Boa Vista, in the city of Quirinópolis in the
state of Goiás and is expected to begin operating in the
2008/2009 harvest with an initial estimated annual sug-
arcane crushing capacity of 1.7 million tons and annual
ethanol production capacity of 95 million litres.

German banks contributed to the expansion of this com-
pany in the following way:

In February 2007, São Martinho issued its initial public offer-
ing of 13 million shares for R$ 424 million (€ 165 million)
on the São Paulo Stock Exchange. Deutsche Bank was one
of the four banks coordinating the offering.242

3.39  SOLENA - UNITED STATES

The American company Solena develops, builds, owns
and operates renewable bio-energy plants worldwide.
Solena’s plasma technology uses all biomass including
woods, shrubs, grasses and other agricultural products
as well as municipal and industrial waste. Acciona,
Spain’s largest supplier of renewable energy, is
Solena’s largest institutional shareholder. Acciona is
the exclusive developer of all Solena’s projects through-
out Spain and a co-investor with Solena in projects
worldwide.243

Together with Rentech, Solena is developing a commercial-
scale biojet fuel production plant in California. The plant is
scheduled to be completed in 2011 and would produce 64
million litres per year of syngas generated from municipal,
agricultural and forestry waste. The biobased syngas is then

German financing of bioenergy companies



38

cooled, cleaned and converted it into clean-diesel liquid
fuel, which is then upgraded to jet fuel.244

German banks contributed to the expansion of this
company in the following way:

Deutsche Bank provides structure financing, equity
and debt financing for all of Solena’s projects.245

In March 2008 Solena Group announced that financ-
ing for the biojet fuel production plant in California is
to be arranged by Deutsche BankDeutsche BankDeutsche BankDeutsche BankDeutsche Bank, at an estimated
cost of US$ 250 million.246

3.40  TEREOS - FRANCE

Tereos is a French cooperative group: the beet growers
are both the company’s suppliers and shareholders;
they control the processing facilities for their own raw
materials. The group brings together 14,000 farmers,
grouped into 13 cooperatives. Tereos holds a total of
35 industrial facilities and employs 17,000 permanent
employees. It is based on three continents, in Europe
(France and the Czech Republic), in South America
(Brazil) and Africa (Mozambique and Ile de la Réunion).
The company’s head office is based in Lille.247

Tereos’ key figures are:

Sales: € 3.1 billion
930,000 hectares of farmland cultivated
Sugar and glucose production: 4.3 million tons
Alcohol production: 1,300 million litres

In 2000, Tereos established an interest in Brazil in the
State of Sao Paulo through the Brazilian subsidiary
Guarani. The Tereos Group holds approximately 63%
of Acucar Guarani.248

Acucar Guarani owns three factories: Severinia, Cruz
Alta and Sao José. Acucar Guarani’s figures for the
2006/2007 harvest:

Sugar cane grinding: 8.2 million tons
Sugar production: 1.1 million tons
Ethanol production: 309 million litres

Acucar Guarani estimates that its grinding capacity will in-
crease to 12.7 million tons of sugarcane in the 2007-2008
harvest and to 14.2 million tons by the 2008-2009 har-
vest.249

In April 2006, Tereos replaced an existing loan facility
with a new € 1.5 billion five-year loan facility. It is split
into a € 450 million seven-year term loan, a five-year
€ 488 million revolving credit, a two-year € 363 mil-
lion bridge loan and a € 200 million five-year term
loan. The bookrunner was Calyon, part of Crédit
Agricole (France). Commerzbank was among the 11
banks participating in this facility:250

1.41 VERASUN ENERGY - UNITED STATES

The American company VeraSun Energy Corporation
has more than 3.8 billion litres per year of production
capacity through 11 operating ethanol production facili-
ties in Iowa, Nebraska, South Dakota, North Dakota,
Ohio, Indiana and Michigan. VeraSun is in the process
of merging with U.S. BioEnergy Corporation, which will
add five more plants. Total production capacity will then
be 6.2 billion litres per year. VeraSun has six further fa-
cilities under construction or development with a com-
bined capacity of 2.5 billion litres per year.251

Three ethanol plants were acquired by VeraSun in August
2007, through the acquisition of ASAlliances Biofuel. This
was a joint-venture company comprising Cargill, Fagen,
United Bio Energy and AS Alliances Holdings. 252  The
company has developed three corn-based ethanol plants
in Indiana, Nebraska and Ohio, which each have an an-
nual capacity of 416 million litres. The three plants started
operations at the end of 2007 and early 2008. They are
supplied with corn by Cargill.253

The following German bank financing contributed to the
expansion of VeraSun Energy:

In February 2006 ASAlliances Biofuel secured a US$
275 million senior credit facility with a banking syndi-
cate arranged by WestLB, for the development, con-
struction and operation of its first three plants. 16
banks participated in the syndicate. WestLB contributed
US$ 20 million.254  The loan is taken over by VeraSun
Energy.255

3.42  VERBIO - GERMANY

The German company Vereinigte BioEnergie (VerBio) is
one of the largest producers of biodiesel and bioethanol
in Europe. The company owns two ethanol plants and
two biodiesel plants in Germany. Nominal capacity cur-
rently amounts to around 450,000 tons of biodiesel and
300,000 tons of bioethanol per year. To produce
biodiesel, VerBio uses up to 70 per cent rapeseed oil, as
well as soy bean oil and fatty acids. The feedstock it uses
for bioethanol is rye. It supplies its products directly to
European mineral oil corporations, mineral oil traders,
independent gas stations and haulage companies.258

The following German bank financing contributed to the
expansion of VerBio:

In October 2006 VerBio made an initial Public Offering
(IPO) on the Frankfurt Stock Exchange. The issuance
raised € 235 million for the company, which will be
used to finance expansion plans. Managing the issu-
ance syndicate were Credit Suisse (Switzerland) and
Dresdner Kleinwort, a subsidiary of Dresdner Bank.
The other banks participating in the issuing syndicate
were Landesbank Baden-Württemberg and Sal.
Oppenheim & Cie.257
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In July 2007 VerBio secured a € 10.0 million secured
credit line from Euler Hermes KreditversicherungsEuler Hermes KreditversicherungsEuler Hermes KreditversicherungsEuler Hermes KreditversicherungsEuler Hermes Kreditversicherungs
to pay for imports. At the end of 2007 € 9.7 million was
used.258

In September 2007 VerBio secured a € 20.0 million se-
cured credit line form Dresdner BankDresdner BankDresdner BankDresdner BankDresdner Bank to pay for im-
ports. At the end of 2007 € 11.9 million was used.259

At the end of 2007 VerBio had loans outstanding to
Landesbank Baden-Württemberg     (€ 11.0 mil-
lion),     Allianz (€ 9.4 million), Bremer Landesbank, a
subsidiary of Norddeutsche Landesbank     (€ 7.5
million), Deutsche Kreditbank, a subsidiary of Baye-
rische Landesbank (€ 7.4 million),     HypoVereins-
Bank (€ 4.5 million) and DaimlerChrysler Bank,
which is now called Mercedes-Benz Bank (€ 1.7
million).260

3.43  VICENTIN - ARGENTINA

Vicentin is an important Argentinean trader and crusher
of soybeans, sunflower and cotton. At present Vicentin is
developing the Renova joint-venture with Oleaginosa
Moreno Hermanos, a manufacturer of edible oils which
is owned by Glencore (Switzerland). It involves the con-
struction of a biodiesel plant and a refinery in San
Lorenzo in the province of Santa Fe, with the capacity to
produce 330,000 tons per annum of refined oil, and
200,000 tonnes of biodiesel. The feedstock is soy.

The following German bank financing contributed to the
expansion of Vicentin:

In July 2007 the Renova project secured a US$ 27 mil-
lion financing facility from WestLB to support the con-
struction of its biodiesel plant.261

3.44  WHITE ENERGY - UNITED STATES

White Energy is the dominant producer of ethanol in the
state of Texas in the United States. The company operates
three ethanol plants in Texas with a total annual capacity
of 984 million litres per year. Corn is supplied by
ADM.262

German banks contributed in the following ways to the
expansion of this company:

In August 2006 White Energy secured a US$ 173 mil-
lion debt facility for the acquisition of a 170 million litre
per year ethanol plant and the construction of a 379
million litre per year ethanol plant, both in Texas.
WestLB acted as lead arranger and sole bookrunner of
the banking syndicate.263

In November 2006 White Energy secured a US$ 298.5 mil-
lion credit facility to refinance its existing US$ 173.5 million
credit facility and to fund the acquisition and construction

of an additional 379 million litres per year ethanol fa-
cility in Texas. The plant started production in early
2008. The banking syndicate was arranged by
WestLB.264

3.45  SUMMARY

Table 2 summarizes the findings on the involvement
of German banks in the financing of a sample of
bioenergy producers. Without doubt German banks
will be involved in many more bioenergy producers,
but the findings can be considered as a significant
sample.

German banks were found to be involved in 41
bioenergy producers and 2 large soy traders (who
are supplying soy oil to biodiesel producers in Eu-
rope). Most bioenergy producers are producing etha-
nol or biodiesel, but electricity, biogas and biojet fuel
are also produced. Table 2 lists the companies in al-
phabetical order, mentioning their country of origin,
the type of bioenergy they are producing, the main
feedstocks they are using, and the German banks
which have been involved in financing the company
in the past five years.

As shown in Table 2, 15 German financial institu-
tions were found to be involved in financing
bioenergy producers. In Table 3 an overview of these
15 German financial institutions is presented, listing
the number of bioenergy producers they are related
to. For each bank, the primary feedstocks are men-
tioned which are used by the bioenergy producers
they are financing. Also, the location of the
bioenergy plants of the bank’s clients is mentioned.
It should be noted, however, that some bioenergy
producers use imported feedstocks (from outside the
region they are located in).

As is shown in Table 3, WestLB is most involved in fi-
nancing bioenergy producers. Among the 43
bioenergy producers found, 28 are financed by
WestLB. The clients of WestLB use all kinds of feed-
stocks and are located in Germany, Europe, Asia,
South and North America.

Significantly behind WestLB, Deutsche Bank is the
second most important financier of bioenergy pro-
ducers among German banks. The bank is found to
finance 12 companies, which also use a range of
feedstocks. These companies are located in Ger-
many, Europe, Asia, South and North America.

Relatively important are also Dresdner Bank and
HSH Nordbank, both financing 5 bioenergy produc-
ers. The clients of HSH Nordbank are fairly concen-
trated, mostly in South America and Asia, and use
palm oil, soy, sugar or corn. The clients of Dresdner
are more dispersed and use a broader range of
feedstocks.
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Company Country Type of 
bioenergy 

Feedstock German banks involved 

Abengoa Spain ethanol, 
biodiesel 

wheat, sugar, corn, 
wine alcohol 

WestLB, HVB 

Advanced BioEnergy United States ethanol corn WestLB 
Agrenco Brazil biodiesel soy WestLB, Deutsche, HSH 

Nordbank, HVB 
André Maggi Brazil - soy WestLB, HSH Nordbank 
Arcadis Netherlands biogas municipal waste KfW 
Archer Daniels Midland United States ethanol, 

biodiesel 
soy, corn Deutsche 

Bakrie Sumatera Indonesia biodiesel palm oil WestLB 
Bayernfonds BestEnergy 
1 

Germany electricity wood residues BayernLB 

BioEnergy International United States ethanol corn WestLB 
Biopetrol Industries Switzerland biodiesel rape, soy, palm oil Dresdner 
Brasbiofuel Brazil biodiesel sunflower Deutsche 
Brasil Ecodiesel Brazil biodiesel soy, castor, jatropha Deutsche 
Bunge United States ethanol, 

biodiesel 
soy, sugar, corn Deutsche, WestLB, KfW, LBBW, 

Commerzbank, HSH Nordbank 
Cargill United States ethanol, 

biodiesel 
sugar, corn, soy, 
rapeseed, palm oil, 
used cooking oils 

Deutsche 

Cascade Grain Products United States ethanol corn WestLB 
Conestoga Energy United States ethanol corn WestLB 
Cornhusker Energy United States ethanol corn WestLB 
Cosan Brazil ethanol sugar Deutsche 
CropEnergies Germany ethanol wheat, sugar Deutsche 
EnviTec Biogas Germany biogas municipal waste NordLB, Landessparkasse zu 

Oldenburg, Dresdner, 
Berenberg, WestLB 

Fiagril Brazil biodiesel soy WestLB 
First United Ethanol United States ethanol corn WestLB 
GreenHunter Energy United States biodiesel soy, palm oil WestLB 
GTL Resources United Kingdom ethanol corn WestLB 
Hawkeye Energy United States ethanol corn WestLB 
Heartland Ethanol United States ethanol corn WestLB 
Imcopa Brazil ethanol soy WestLB 
Louis Dreyfus France - soy BayernLB 
Marquis Energy United States ethanol corn WestLB 
Neste Oil Finland biodiesel palm oil HSH Nordbank, Dresdner, 

Deutsche 
Noble Group Hong Kong ethanol sugar Dresdner, Commerzbank, Sal. 

Openheim & Cie., HSH 
Nordbank, WestLB, KfW, 
Deutsche 

Northern Ethanol Canada ethanol corn WestLB 
Nova Biosource Fuels United States biodiesel rendered animal fats, 

greases 
WestLB 

Pacific Ethanol United States ethanol corn WestLB, NordLB 
Renewable Energy Group United States biodiesel soy WestLB 
Sabarálcool Brazil ethanol sugar WestLB 
São Martinho Brazil ethanol sugar Deutsche 
Solena United States biojet fuel wood, municipal waste Deutsche 
Tereos France ethanol sugar Commerzbank 
VeraSun Energy United States ethanol corn WestLB 
VerBio Germany ethanol, 

biodiesel 
rape, soy, rye Dresdner, LBBW, Sal. Openheim 

& Cie., Euler Hermes, NordLB, 
BayernLB, Mercedes-Benz Bank, 
HVB 

Vicentin Argentina biodiesel soy WestLB 
White Energy United States ethanol corn WestLB 
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TABLE 3: GERMAN BANKS AND BIOENERGY PRODUCERS, PER BANK

Bank Bioenergy 
producers 

Feedstocks 
used 

Location of bioenergy 
plants 

Bayerische Landesbank 3 wood residues, rape, soy, rye Germany, Europe 

Berenberg Bank 1 municipal waste Germany 

Commerzbank 3 soy, sugar, corn South and North America 

Deutsche Bank 12 wood, municipal waste, palm oil, 
sunflower, soy, sugar, wheat, rapeseed, 
castor, jatropha, corn, used cooking oils 

Germany, Europe, Asia, 
South and North America 

Dresdner Bank 5 municipal waste, rape, soy, rye, sugar, 
palm oil 

Germany, Europe, Asia, 
South America 

Euler Hermes 1 rape, soy, rye Germany 

HSH Nordbank 5 palm oil, soy, sugar, corn Europe, South and North 
America, Asia 

HypoVereinsbank 3 rape, soy, rye, wheat, sugar, wine alcohol Germany, Europe, South 
and North America 

KfW 3 municipal waste, soy, sugar, corn South America 

Landesbank Baden-
Würtemberg 

2 rape, soy, rye, sugar, corn Germany, Europe, South 
and North America 

Landessparkasse zu 
Oldenburg 

1 municipal waste Germany 

Mercedes-Benz Bank 1 rape, soy, rye Germany 

Norddeutsche 
Landesbank 

3 rape, soy, rye, municipal waste, corn Germany, North America 

Sal.Openheim & Cie. 2 sugar South America 

WestLB 28 wine alcohol, municipal waste, palm oil, 
soy, corn, wheat, sugar, rendered animal 
fats, greases 

Germany, Europe, Asia, 
South and North America 

Total 43   
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Chapter 4 - Bioenergy policies
of German banks

4.1 INTRODUCTION

This chapter evaluates for each of the German banks
identified in Chapter 3 if they have established credit
policies for the bioenergy sector. The following points are
evaluated:

Is the financing of bioenergy producers and traders
an important activity for the bank?

Does the bank has a general sustainability policy
which acknowledges that the bank has the responsi-
bility to minimize the negative social and environ-
mental impacts of its financing activities?

To which existing sustainability standards the bank
has committed?

Has the bank developed its own credit policies for
specific issues and sectors?

Has the bank established, or is it on its way to estab-
lish, a specific credit policy for the bioenergy sector?

To which extent are the involvement of stakeholders in
new project developments (e.g. Free Prior Informed
Consent, level of participation, etc.) and “Good Gover-
nance” addressed within the credit policies of the bank?

What kind of procedures does the bank have in place
to evaluate and monitor if its financing activities meet
its sustainability standards and credit policies?

Does the bank have established mechanisms for non-
compliance and if so: how are they implemented?

The evaluation points mentioned here are evaluated in de-
scending order, as for the points further down the list usu-
ally the earlier points are a precondition. For instance: a
bank which does not acknowledge its responsibility to mini-
mize the negative social and environmental impacts of its
financing activities will not, as a matter of course, develop
its own credit policies. To avoid repetitive comments, we
therefore did not comment on points further down the list
when the answer to one of the earlier points is negative.

4.2  BAYERISCHE LANDESBANK

Importance of bioenergy for the bank: No informa-
tion found.

Acknowledgement of responsibility: In July 2007
BayernLB’s Board of Management established a

sustainability policy that governs all the bank’s activities
which are geared towards improving its commitment to
sustainability. The policy consists of seven general points,
including “BayernLB endeavours to minimise – and,
where possible, prevent altogether – any negative im-
pact, whether direct or indirect, on the environment” and
“the bank’s goals are to be achieved in compliance with
all legal regulations and in consideration of all human
rights, whereby, as far as BayernLB is concerned, these
requirements pose minimum standards.”265

Commitment to standards: Bayerische Landesbank is
a signatory of the UNEP FI Statement. In 2004 the
bank committed to complying with the environmental
and social standards of the World Bank in its bank-
wide credit risk strategy. 266

Development of credit policies: Bayerische Landes-
bank has integrated the World Bank standards,
which comprise around 70 guidelines, into checklists
designed for its internal workflows. “In this way we
have succeeded - in contrast to many other banks -
in making the World Bank’s standards practicable
and part of our own standard procedure.”267

Credit policy on bioenergy: No information found.

Stakeholder involvement and good governance:
These issues are part of the World Bank standards,
but no specific information was found on how
Bayerische Landesbank deals with these issues.

Mechanisms for evaluating and monitoring: No
information found.

Mechanisms for non-compliance: No information
found.

4.3 BERENBERG BANK

Importance of bioenergy for the bank: No informa-
tion found.

Acknowledgement of responsibility: Berenberg
Bank does not acknowledge its responsibility to mini-
mize the negative social and environmental impacts
of its financing activities.268

4.4  COMMERZBANK

Importance of bioenergy for the bank: Commerz-
bank claims to be the leading bank in the renewable
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energy sector in Germany. The bank holds one of
the largest loan portfolios in the area of renewable
energy throughout Europe, with a volume of € 3.5
billion. Commerzbank’s activities in the renewable
energy sector are grouped together in its own Renew-
able Energies Center of Competence (CoC). In addition
to pure financing, the staff’s know-how also covers
technical opportunities, legal frameworks and eco-
nomic feasibility studies in the renewable energy sec-
tor. This know-how enables the bank to provide its
customers with comprehensive, sound advisory ser-
vices.269

Commerzbank also has introduced a specific renew-
able energy investment fund, the cominvest Green En-
ergy Protect capital preservation fund. The fund in-
vests in the leading companies in solar and wind en-
ergy, water power and bioenergy.270

Acknowledgement of responsibility: All financing
projects in which environmental or social aspects
play a significant role are checked and evaluated in-
tensively by the Commerzbank’s Reputation and
Sustainability Management team. 271

Commitment to standards: Commerzbank has com-
mitted itself to the UN Global Compact and the
UNEP Finance Initiative.

The majority of the export loans that Commerzbank is
providing are backed up by export guarantees from the
countries in question. When evaluating a business for
its environmental impact, the bank relies on the checks
that government credit insurers perform in every case as
part of the guarantee-granting process. The checks are
based on the criteria stipulated in the OECD standard
Common Approaches, which contain specifications for
reviewing environmental and social impacts when
granting state credit insurance for export and project fi-
nancing.

In the field of project financing, Commerzbank is rarely
involved with projects in developing countries. In these
cases, the bank works with either international institu-
tions (such as the International Finance Corporation,
IFC) or national export credit insurance providers, as
the standards of those institutions or the national export
credit insurance arrangements as laid down by the
OECD in its Common Approaches automatically ap-
ply.272

Development of credit policies: No information found

Credit policy on bioenergy: No information found.

4.5 DEUTSCHE BANK

Importance of bioenergy for the bank: Since 2005
Deutsche Bank has a Climate Strategy, which rests on
four pillars. One of these is “promoting green ener-

gies”. Deutsche Bank claims to be among the lead-
ing financial services providers in financing for renew-
able energies. At the end of 2007 the bank had lent
a total of about € 750 million to renewable energy
companies. Although the focus is on wind and solar
energy, this also includes biomass. 273

Acknowledgement of responsibility: Deutsche Bank
considers itself to be “one of the leading banks in the
area of sustainable operations”. Its “New Client
Adoption Procedure” (“Know your customer”) and the
global guideline “Group Reputational Risk Manage-
ment Program Policy” underline the importance of as-
sessing sensitive deals, activities, and transactions.

Commitment to standards: The Deutsche Bank sus-
tainability policy is developed on the basis of the ten prin-
ciples of the UN Global Compact and the principles of
the UNEP FI Statement. Deutsche Bank works in compli-
ance with the relevant guidelines published by interna-
tional organizations - like the UN, the World Bank, the
OECD, the ILO - and national organizations like BaFin,
Germany’s Federal Financial Supervisory Authority. 274

Development of credit policies: Deutsche Bank has
developed global group policies for lending (Credit
Directives), which include social, ethical, and ecologi-
cal factors. They state that Deutsche Bank will not
participate in any financing activities that the bank
believes will entail significant dangers for the environ-
ment or for society. The policies also consider embar-
goes, and similar restrictions, as well as betting and
gambling, military goods, and pornography. The ap-
proval procedures require detailed analyses of trans-
actions and activities, also from social, ethical and
ecological vantage points.275

Credit policy on bioenergy: The Credit Directives of
Deutsche Bank are internal guidelines and not for
public use. The CSR department of Deutsche Bank
therefore no willing to confirm if these Credit Direc-
tives deal with bioenergy.276

Stakeholder involvement and good governance:
No information found.

Mechanisms for evaluating and monitoring: The
sustainability program of Deutsche Bank is audited
annually by the independent certifier Det Norske
Veritas. The Sustainability Management System will be
reviewed with regard to compliance with the stan-
dards and ongoing improvement. From 2008 to
2011, Deutsche Bank plans to focus on further mea-
sures related to the climate change challenge, an ex-
tension of its range of sustainability-oriented prod-
ucts, a continued reduction of its carbon footprint,
and a refinement of its steering tools, particularly in
the area of operational environmental protection.277

Mechanisms for non-complianceMechanisms for non-complianceMechanisms for non-complianceMechanisms for non-complianceMechanisms for non-compliance: No information
found.
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4.6 DRESDNER BANK

Importance of bioenergy for the bank: Dresdner
Bank sees renewable energy as an important market.
In 2004 it founded its Renewable Energy Compe-
tence Centre to bundle the bank’s existing expertise
in the field of renewable energy investments and
lending criteria. In particular, Dresdner has devel-
oped specific expertise and financial involvement in
on-shore wind energy, solar power and biomass.278

Acknowledgement of responsibility: According to
Dresdner Bank, a systematic form of sustainability man-
agement improves the risk management by the bank. 279

Commitment to standards: Dresdner Bank is a mem-
ber of the World Business Council for Sustainable
Development and a signatory of the UNEP FI State-
ment and the Equator Principles.

Development of credit policies: Dresdner Bank is in
the process of developing a systematic and preventive
approach of ecologic, political, ethical and social as-
pects of its financing decisions. This approach is em-
bedded in the Allianz Climate Change Strategy of its
parent company Allianz.16

Credit policy on bioenergy: The Allianz Climate Change
Strategy does not make explicit references to bio-
energy. It only states in general that Dresdner Bank
has to “define clear risk requirements for clients re-
garding carbon risk reduction and market strategies
(e.g. by discussing impacts on rating with clients).”281

4.7 EULER HERMES

On behalf of the German government and together with
PriceWaterhouseCoopers, Euler Hermes manages the
AuslandsGeschäftsAbsicherung der Bundesrepublik
Deutschland (German Foreign Trade and Investment Promo-
tion Scheme). All information mentioned below refers to
this scheme.

Importance of bioenergy for the bank: The German
government gives priority to the export of renewable en-
ergy technologies by German companies. Germany
took the initiative for a test period in the framework of
the OECD Common Approach in which the maximum
term of export credits to be guaranteed is extended to
15 years (from the normal 5 to 10 years) for renewable
energy projects. These efforts resulted in a strong in-
crease of the value of German renewable energy
projects covered by German export credit guarantees,
from € 104 million in 2005 to € 237.6 million in
2007. Most of these are hydropower and wind
projects. If bioenergy projects are involved is unclear.282

Acknowledgement of responsibility: The Federal
Government attaches great importance to the vision
of global, sustainable development. Therefore, apart

from the economic effects of an export transaction in
Germany (e.g. the creation or preservation of jobs or
the support of small and medium-sized enterprises),
environmental aspects in their wider sense, i.e. eco-
logical, social and developmental effects an export
transaction may have in the buyer country (hereinaf-
ter referred to as environmental aspects), constitute
an important aspect to be assessed and evaluated
when export credit cover is requested for an export
transaction, in order to determine whether it is eli-
gible for support.283

Commitment to standards: All projects with a repay-
ment term of two years or longer and a value of 15
million euro or more have to be categorised and re-
viewed according to the OECD Common Ap-
proaches. Basis for such reviews are the World Bank
Safeguard Policies and the IFC Environmental Health
and Safety Guidelines, which take environmental as
well as social criteria into account.

Transactions with a value below 15 million euro will
be reviewed more closely with regard to their envi-
ronmental effects only if they obviously involve spe-
cific environmental risks. This holds particularly true
for projects in especially sensitive areas which de-
serve protection. Short term transactions with a value
higher than the above-mentioned threshold will be
screened to identify and evaluate any serious envi-
ronmental effects.284

Development of credit policies: As Euler Hermes
uses the World Bank Safeguard Policies and the IFC
Environmental Health and Safety Guidelines, no
separate policies are developed.285

Credit policy on bioenergy: Eurler Hermes does not
have a special policy on social and environmental
criteria for bioenergy projects.286

Stakeholder involvement and good governance:
The Common Approaches have specific provision
with regard to stakeholder exchange. In addition,
World Bank Standards foresee information and con-
sultation processes with project affected people Apart
form that, there is no other policy within the German
export credit system, but we carry out dialogues with
NGOs on individual projects (none of them were out
of the bioenergy sector) as well as on a regular basis
on sector topics. Furthermore, experts of German
CSOs participate in the inter ministerial committee as
the decision making body of the Federal Export
Credit Guarantees. 287

Mechanisms for evaluating and monitoring: In
case the support is given with conditions, Euler
Hermes will monitor supported projects. Such moni-
toring would include regular written reports and
sometimes site visits. 288

Mechanisms for non-compliance: No information
found.
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4.8 HSH NORDBANK

Importance of bioenergy for the bank: In 2007, HSH
Nordbank has lead arranged over US$ 3.0 billion of
project finance in renewable energy. The bank claims to
be one of the world’s leading financers in the renew-
able energy sector, especially in Germany and the
United States. Its clients include developers of energy
generating projects, operators of energy producing
projects and manufacturers, suppliers and utilities.
Within its energy portfolio, HSH Nordbank has a clear
focus on wind energy (59%) and solar energy (12%).
Other renewables, which include biomass, geothermal
and hydro energy, account for 4% of the portfolio.289

Acknowledgement of responsibility: No information
found.

Commitment to standards: HSH Nordbank is a sig-
natory of the UNEP FI Statement.

Development of credit policies: No information found.

4.9  HYPOVEREINSBANK (HVB)

Importance of bioenergy for the bank: Hypo-
Vereinsbank claims to be a pioneer in financing re-
newable energy, especially wind energy but also so-
lar energy, biomass and biogas. Its expertise in this
field has been consolidated recently in a competence
structure. At the end of 2006, HVB had a loan port-
folio outstanding to producers of renewable energy
with a total of around € 3.6 billion.290

However, when asked specifically on the importance
of bioenergy financing for the bank, a representative
of HVB states: “In general we can say that we had
only a very small handful of costumers in this sector.
Our engagement in this sector is very small, due to
the uncertain political, economical and sustainable
framework.”291

Acknowledgement of responsibility: Already in 2000
HypoVereinsbank pledged to harmonise its economic
success with ecological and social standards, which
were defined in its Environmental Policy. The bank aims
to achieve these goals among others by environment
risk checks for loans: “The Unicredit Group also places
considerable emphasis on preventing so-called “indi-
rect” environmental impacts caused by the actions of
outside entities whose actions we can influence through
targeted decisions in the area of purchasing and loan
approval policies, and in the innovation of services and
determination of strategic action plans.”292

Commitment to standards: HypoVereinsbank and its
parent company, Unicredit (Italy) are signatories of the
Equator Principles, the UNEP FI Statement and the UN
Global Compact. Already in 1998, HVB decided to
adopt the strict World Bank environmental and social

standards as a minimum requirement for all project
loans. The World Bank standards are normally also
applicable for foreign trade loans, even if they are
harder to enforce and supervise in this instance. 293

Development of credit policies: HVB has set up a
competence centre tasked with applying the Equator
Principles and World Bank standards, consisting of
employees from the divisions involved and the
Sustainability Management department. Among
other things, the centre is responsible for organising
training events, informing management and the en-
tire workforce about latest developments and devel-
oping the necessary analysis tools and implementa-
tion manuals. The competence centre receives expert
support from qualified trainers.294

Credit policy on bioenergy: HVB has no specific
credit policy for financing the bioenergy sector, be-
cause it is up to now a very small sector. In case of
credit requests from this sector, HVB is using the
World Bank standards and the Equator Principles as
minimum standards. And HVB is following the dis-
cussions regarding sustainable standards, e.g. the
RSPO (Roundtable on Sustainable Palm Oil). 295

Stakeholder involvement and good governance:
Stakeholder consultation and good governance is
obligatory for the credit decisions of HVB.296

Mechanisms for evaluating and monitoring: In
project finance HVB is using independent environ-
mental and/or social experts for the monitoring and
reporting.297

Mechanisms for non-compliance: In case that these
issues and the obligations concerning the financing
are not fulfilled through the borrower HVB can with-
draw the credit. 298

4.10  KFW BANKENGRUPPE

KfW Bankengruppe is a public law institution which gives
impulses for the economy, society and ecology in Ger-
many, Europe and the world over. KfW Bankengruppe is
owned by the federal government (80%) and the Länder
(20%). It operates under five different brand names:

· KfW Mittelstandsbank
· KfW Förderbank
· KfW IPEX Bank
· KfW Entwicklungsbank
· Deutsche Investitions- und

Entwicklungsgesellschaft (DEG)

The information below summarizes the relevant data for
the KfW Bankengruppe as a whole.

Importance of bioenergy for the bank: KfW IPEX-
Bank claims to have very limited experience in fi-
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nancing biofuel projects. The bank says it has fi-
nanced one project in Germany and two projects in
the United States.299

DEG (together with the Dutch Rabobank) in March
2001 provided US$ 24 million investment loans to
Grupo André Maggi (see paragraph 3.5) to finance
the construction of five soybean storage silo’s in
Mato Grosso.300  This financing falls outside the pe-
riod researched in this report (past five years).

In September 2007, DEG announced it is currently
pursuing biodiesel projects.301  This has not resulted
in concrete financings yet.

Acknowledgement of responsibility: KfW Banken-
gruppe is well aware of its special social responsibility,
from which it draws consequences for sustained action.
For KfW sustainability means using available resources
in a way that ensures the basis of life and the quality of
life of future generations. For this reason all projects
are examined for environmental and social aspects.302

Commitment to standards: KfW IPEX-Bank is a signatory
of the UNEP FI Statement and of the Equator Principles.

Development of credit policies: Environmental and
social impacts for all projects (co-) financed by KfW
Bankengruppe in the area of international project
and export finance. The Sustainability Guideline of
KfW IPEX Bank stipulates that projects must be at
least equal to the corresponding material standards
of the World Bank Group, set out in the so-called
Environmental, Health and Safety Guidelines, and
the Performance Standards of the World Bank subsid-
iary IFC. Standards of European Union environmen-
tal legislation may also be applied or German envi-
ronmental standards may also be applied. Where
relevant, KfW IPEX-Bank may also consider the results
of international initiatives such as the World Com-
mission on Dams.

Any permanent or temporary deviations from these regu-
lations will need to be justified. In case of a temporary
deviation the client will have to give credible evidence of
how the target standard will be met. As the case may be
KfW IPEX-Bank will make approval of the project depen-
dent upon acceptance of the justification.303

DEG has formulated Environmental and Social Stan-
dards and Guidelines on the Social Compatibility, which
set broad social and environmental standards for all
financing decisions. These two sets of standards de-
mand compliance to the Environmental and Social
Policies and Guidelines of the World Bank Group as
well as to the Conventions of the International
Labour Organisation (ILO).304

Credit policy on bioenergy: The KfW Bankengruppe
has no specific policy on bioenergy itself, but will ap-
ply policies of the World bank in this field. However, in

June 2008 KfW Entwicklungsbank published a posi-
tion paper on the relationship between agrofuels and
development. The bank comes to four conclusions:305

Agrofuels create many dangers, but they can also
be seen as a chance, when tied to tight sustaina-
bility criteria;
Minimum criteria are a clearly positive balance
on climate change, no disturbance of tropical for-
ests, clear development incentives, no deteriora-
tion of the food security and respect for the ILO
core labour standards;
To ensure this a political process (certification) is
needed, which is transparent, has a broad par-
ticipation and is developing mandatory criteria;
But even when tied to tight sustainability criteria,
agrofuels can only be treated as a transitional solu-
tion in energy politics which can replace fossil fuels
only to a limited (although not unimportant) extent.

The position paper can not (yet) be seen as a credit
policy, but it can be seen as a step in a process in which
KfW Bankengruppe is developing criteria on the issue.

Stakeholder involvement and good governance:
The client must establish a procedure for the dura-
tion of the project (preparation and operation) under
which it receives and addresses complaints submitted
by employees and the affected population. Cases
and results of the procedure must be documented
and are part of the reporting. 306

Mechanisms for evaluating and monitoring: Fi-
nancing agreements for environmentally and socially
relevant projects must stipulate the obligation to moni-
tor and report the implementation of the mitigation
measures. The client or KfW IPEX-Bank commissions
an independent expert to perform the monitoring or
assess the client’s own monitoring. The overall moni-
toring is also conducted in close cooperation with the
Central Sustainability Unit of KfW Bankengruppe and
contracted as a service of this unit where appropriate.

If any unusual adverse environmental or social im-
pacts occur in project financings KfW IPEX-Bank will
use its influence as far as possible to help overcome
the problem and to contain any damage already oc-
curred. 307

Mechanisms for non-compliance: KfW IPEX-Bank
makes its readiness to finance a project contingent
on the fulfilment of environmentally and socially rel-
evant covenants.308  It is not clear what will happen if
the lender defaults on one or more covenants.

4.11 LANDESBANK BADEN-WÜRTTEMBERG

Importance of bioenergy for the bank: Landesbank
Baden-Württemberg (LBBW) sees renewable energy
as an important growth area. The bank is systemati-
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cally addressing and developing investment funds
designed around the issue of renewable energies. In
June 2006 LBBW also issued a structured bond,
which is based upon a Biofuels index.

In the field of project finance, 56% of the project fi-
nance arranged by LBBW in the energy sector is
considered sustainable (wind power, biomass, and
solar).The bank’s equity division is also developing
new markets and attracting new customers by build-
ing and expanding its analysis and industry exper-
tise concerning renewable energy companies. In
2006 LBBW was a leader in Germany in assisting
renewable energy companies with their initial public
offerings. But none of these was active in
bioenergy.309

Acknowledgement of responsibility: LBBW’s
sustainability policy is being developed step-by-step
on the foundation of its environmental policy, which
has been in place for many years now. As part of
this sustainability policy, LBBW is implementing six
measures in its banking products. including: “taking
into consideration sustainability issues in analyzing
risks in our lending business”. 310

Commitment to standards: Landesbank Baden-
Württemberg (LBBW) is a signatory of the UNEP FI
Statement.

Development of credit policies: An evaluation of en-
vironmental risks is performed for loans to compa-
nies in Germany starting with an approved aggre-
gated total exposure of € 500,000. The audit is con-
ducted based on a customer survey. The results and
any justified doubts must be evaluated and docu-
mented. LBBW is still in the process of defining
sustainability standards for international financ-
ing.311

4.12 LANDESSPARKASSE ZU OLDENBURG

Importance of bioenergy for the bank: No informa-
tion found.

Acknowledgement of responsibility: Landesspar-
kasse zu Oldenburg does not acknowledge its respon-
sibility to minimize the negative social and environ-
mental impacts of its financing activities.312

4.13 MERCEDES-BENZ BANK

Importance of bioenergy for the bank: No informa-
tion found.

Acknowledgement of responsibility: Mercedes-Benz
Bank does not acknowledge its responsibility to mini-
mize the negative social and environmental impacts
of its financing activities.313

4.14 NORDDEUTSCHE LANDESBANK

Importance of bioenergy for the bank: With a total
commitment of € 3 billion, Norddeutsche Landes-
bank (NordLB) claims to be one of the leading
financers in the area of renewable energies in Ger-
many, Europe and the USA. Most of this amount is
used fro the financing of wind farms, but the bank
also aims to expand in the financing of biofuels,
which it sees as a high-yield niche market.314

NordLB’s subsidiary Bremer Landesbank presents itself
as a specialist in financing renewable energy. Although
its experience is mainly based on financing wind en-
ergy, it also mentions solar energy and biogas.315

Acknowledgement of responsibility: NordLB has in-
tegrated sustainability into its corporate mission
statement as one of its central values. Its system of
sustainability management, installed in 2006, aims
at integrating ecological and social requirements into
the activities of all the divisions in the group. NordLB
therefore take aspects relating to sustainability into
account in its risk management system. 316

Commitment to standards: No information found.

Development of credit policies: No information found.

4.15 SAL. OPENHEIM & CIE.

Importance of bioenergy for the bank: No informa-
tion found.

Acknowledgement of responsibility: Sal. Openheim
& Cie. and its subsidiary BHF-Bank do not acknowl-
edge their responsibility to minimize the negative so-
cial and environmental impacts of its financing activi-
ties.317

4.16 WESTLB

Importance of bioenergy for the bank: WestLB is
one of the most important financiers of bioenergy in
the world, especially of ethanol plants in the United
States. At the end of 2007 WestLB had successfully
syndicated US$ 2 billion and had been mandated
on over US$ 2 billion of ethanol financings.318

WestLB now plans to expand its financing of biofuels
in other countries. ”In view of the huge climate pro-
tection potential of biofuels, the demand for financ-
ing solutions will grow sharply also in the biodiesel
market.” 319 Especially in Brazil the bank sees many
opportunities for German companies to invest in pro-
duction of ethanol and biodiesel.320

Acknowledgement of responsibility: For WestLB,
sustainability management means minimising ecological
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and social risks and, through this, seizing economic op-
portunities and ensuring the bank’s continued growth.
At the same time, the bank wantd to be a role model
and make a contribution to the economically stable, eco-
logically responsible and socially fair development of our
society. These objectives have become integral elements
of WestLB’s corporate strategy.321

Commitment to standards: WestLB is a signatory of
the UNEP FI Statement, the UN Global Compact and
the Equator Principles. 322

Development of credit policies: WestLB has almost fin-
ished the development of an umbrella sustainability
policy and aims to finish “sector-specific concepts” be-
fore the end of 2009. Roll-out of the sustainability
policy and the development of management processes
have to take place in 2009. WestLB is also reviewing
options for a product-related sustainability manage-
ment system. In the field of project finance, WestLB has
already implemented the Equator Principles. The devel-
opment of a concept for the integration of NGO exper-
tise in project finance should be finished in 2008.
Training of employees is also to be intensified.323

Credit policy on bioenergy: With regard to biodiesel,
WestLB notes that “some ecological and social con-
flicts have already arisen, as the required plantations
may pose a hazard to primeval forests and savannas
or affect the production of food. In order to serve our
clients in this market reliably and in accordance with
sustainability aspects, we participate, among other
things, in the international Roundtable on Sustain-
able Palm Oil (RSPO) and take suggestions from the
World Wide Fund for Nature (WWF) into account.” 324

WestLB is working at present with several NGO repre-
sentatives on the banks sustainability strategy. Within
this a profound bioenergy policy is elaborated.325

Stakeholder involvement and good governance:
WestLB aims to integrate social and governance as-
pects in its sustainability management system and its
sustainability policies in the course of 2009. 326

Mechanisms for evaluating and monitoring:
WestLB states itself: “When it comes to anchoring
sustainable project evaluation in the business pro-
cesses, WestLB is probably best in class.” 327  No in-
formation is found on monitoring clients after financ-
ing has been provided.

Mechanisms for non-compliance: No information
found.

4.17  SUMMARY

Table 4 provides a summary of the findings on the credit
policies of German financial institutions which are in-
volved in the financing of bioenergy companies.

As the table shows, 8 out of 15 financial institutions
found to be involved in financing bioenergy companies,
indicate that the financing of the renewable energy sec-
tor (including the bioenergy sector) is an important busi-
ness segment to them. But at the same time, 5 out of 15
financial institutions do not even acknowledge publicly
that they have a shared responsibility for the environ-
mental and social impacts of the activities they finance.
Of these 5 financial institutions, 4 do not see renewable
energy as an important sector and were found to be in-
volved in one or two bioenergy companies. But HSH
Nordbank sees the renewable energy sector as very im-
portant and was found to be involved in the financing of
5 bioenergy companies. This makes the absence of its
responsibility acknowledgement worrying.

But clearly the acknowledgement by a financial institution
that it shares a responsibility for the environmental and so-
cial impacts of the activities it finances, is only the first step.
This acknowledgement needs to be translated in concrete
actions: development of standards, screening of clients on
social and environmental impacts and mechanism to en-
sure that clients will (continue to) meet the standards.

A first step in this process can be the commitment to ex-
isting international standards. 10 out of 15 banks have
committed to one or more standards. Of these, the
broad non-specific standards as the UNEP FI Statement,
the UN Global Compact and the report of the World
Business Council for Sustainable Development are
mostly useful as reaffirmation that the financial institu-
tion takes sustainability issues seriously.

More detailed, and therefore more useful for screening
bank clients on social and environmental issues, are the
World Bank Standards and the standards derived from
these (OECD Common Approach and the Equator Prin-
ciples). 6 financial institutions out of 15 have committed
to one or more of these.

Just committing to one of these standards does not im-
ply that they are applied on all financial services, how-
ever. The World Bank standards are developed by a
multilateral bank, which has a different position than
commercial banks. Moreover, the Equator Principles only
apply to project finance and the OECD Common Ap-
proach only to export credits. It is therefore desirable that
financial institutions develop their own credit policies,
tailored to their circumstances, financial services and
organisation. 2 financial institutions claim to have done
that, while 4 indicate to be in the process. Two others
apply the World Bank standards on all transactions.

As the bioenergy sector has specific social and environmen-
tal characteristics, it would also be recommendable if finan-
cial institutions develop a specific screening policy for this
sector. None of the 15 financial institutions has done so yet,
although WestLB indicates to be developing a bioenergy
policy. KfW Bankengruppe has recently published a position
paper on agrofuels, which can be seen as an important step
in the development of a credit policy on the topic.
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Bioenergy policies of German banks

TABLE 4: EVALUATION OF BIOENERGY POLICIES OF GERMAN BANKS

Bank Bioenergy 
clients 
Total 

Impor-
tance 
for the 
bank 

Acknow-
ledging 
respon-
sibility 

Stan-
dards 
* 

Credit 
policies 

Bio-
energy 
policy 

Stake-
holder 
invol-
vement 

Evalua-
tion 
and 
moni-
toring 

Non-
com-
pliance 

Bayerische 
Landesbank 

3 Low Yes UNEP 
WB 

Yes - - - - 

Berenberg Bank 1 Low No No - - - - - 

Commerzbank 3 High Yes UNEP 
GC 
CA 

- - - - - 

Deutsche Bank 11 High Yes UNEP 
WB 
GM 
GC  

Yes - - Yes - 

Dresdner Bank 5 High Yes UNEP 
WBC 
EP  

Under 
dev. 

- - - - 

Euler Hermes 1 High Yes CA Follow 
WB 

- Yes Yes - 

HSH Nordbank 5 High No UNEP - - - - - 

HypoVereinsbank 3 Low Yes UNEP 
GC EP 
WB 

Under 
dev. 

- Yes Yes Withdrawal 

KfW 3 Low Yes UNEP 
EP 
WB 

Follow 
WB 

Under 
dev. 

Yes Yes - 

Landesbank 
Baden-
Würtemberg 

2 High Yes UNEP Under 
dev. 

- - - - 

Landessparkasse 
zu Oldenburg 

1 Low No No - - - - - 

Mercedes-Benz 
Bank 

1 Low No No - - - - - 

Norddeutsche 
Landesbank 

3 High Yes No - - - - - 

Sal.Openheim & 
Cie. 

2 No No No - - - - - 

WestLB 28 High Yes UNEP 
GC EP 

Under 
dev. 

Under 
dev. 

Under 
dev. 

- - 

* Standards:
- UNEP= UNEP FI Statement
- GC = UN Global Compact
- EP = Equator Principles

- WBC = World Business Council for Sustainable Development
- WB = World Bank Standards
- GM = OECD Guidelines for Multinational Enterprises
- CA = OECD Recommendation on Common Approaches
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Chapter 5 - Recommendations
to the German government

1.1 INTRODUCTION

After a few years in which the development of bioenergy
was hailed in a one-sided way as the perfect alternative
energy source capable to solve climate change prob-
lems, the discussion has become more balanced in the
recent year. The possible negative social and environ-
mental consequences of a strong growth of bioenergy
production have gained more recognition, also from the
German government.328

Governments can take policy initiatives in a broad range
of policy fields to try to prevent and minimise the undue
social and environmental consequences of a further
growth in global bioenergy production. As this report
deals with the financing of bioenergy projects by Ger-
man and multilateral banks we will concentrate at the
policy options with regard to the financing of bioenergy
which the German government could take. The options
available will be discussed in the following paragraphs.

1.2  MULTILATERAL BANKS

Germany is an influential member of all four multilateral
bank groups discussed in Chapter 1:

African Development Bank: German voting share
4.065%;
Asian Development Bank: German voting share
3.752%;
Inter-American Development Bank: German voting
share 1.896%;
World Bank: German voting share in IBRD 4.49%
and in IFC 5.36%.

All four multilaterals are stepping up their efforts in help-
ing member countries to develop bioenergy policies and
by financing small-scale bioenergy initiatives. Some
banks, notably the IFC and the IADB, are also financing
large-scale biofuel producers which seem to have suffi-
cient other sources of finance available.

Germany can use its influence to press all four develop-
ment banks to further develop their social and environ-
mental criteria for financing bioenergy projects, and re-
think their role as development banks in this sector. As
developments in this sector are going very fast and many
production country government as well as the multilat-
eral development banks themselves lack sufficient insight
in the conditions under which bioenergy could be ben-
eficial to development and the environment, a joint ini-
tiative of all development banks could be an option.

Consistent, transparent standard setting, allowing full
participation of affected communities and other interest
groups, would be much needed.

A close collaboration between the four multilaterals and
the Roundtable on Sustainable Biofuels in a truly global
multi-stakeholder process, could therefore be a useful
option. In this process, the recent investments by the four
multilaterals in bioenergy projects could be assessed
against the draft Global principles and criteria for sustain-
able biofuels production. Germany could use its influence
in the four multilaterals to ascertain that lessons will be
learned from such an assessment for future financings.

1.3  PRIVATE BANKS

As discussed in paragraph 4.17, no less than 8 out of
15 German financial institutions found to be involved in
financing bioenergy companies, indicate that the financ-
ing of the renewable energy sector (including the bio-
energy sector) is an important business segment to
them. But at the same time, 5 out of 15 financial institu-
tions do not even acknowledge publicly that they have a
shared responsibility for the environmental and social
impacts of the activities they finance.

The German government could address this issue by
bringing the banks involved together and share insights
on the possible negative social and environmental con-
sequences of bioenergy projects, as well as on the re-
sponsibility of investors to avoid such consequences.
From this acknowledgement, a joint project could de-
velop in which German banks aim to amend the draft
Global principles and criteria for sustainable biofuels produc-
tion of the Roundtable on Sustainable Biofuels into a con-
crete credit policy applicable to all their financing activi-
ties in this sector. WestLB and KfW Bankengruppe have
taken first steps into this direction, and the German gov-
ernment could work together with these forerunners to
convince the financial sector as a whole.

In parallel, this project could develop mechanisms for
(joint) verification, to ascertain if the bioenergy compa-
nies which are being financed do meet (and continue to
meet) the social and environmental criteria set by the
banks. This verification should be complemented by an
independent compliant mechanism for affected people,
like the ones established by the multilateral banks. A
precondition for such a verification and complaint
mechanism is increased transparency by the German
banks with regard to the bioenergy companies they have
been financing.
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1.4 BANKING REGULATION

The German government initiative described in para-
graph 5.3, could be taken in the framework of German
government initiatives to promote (voluntary) Corporate
Social Responsibility initiatives in the German financial
sector. However, the German government could also ex-
plore possibilities to sharpen and clarify existing German
financial sector regulations. By providing additional
guidance how existing regulations need to be interpreted
to avoid undue sustainability risks, the financial sector
could be shown how to take its responsibility towards so-
ciety. The following provisions are most relevant:

Risk management: The Solvency Ordinance (Solvabili-
tätsverordnung), which came into force in January
2007, contains detailed provisions on the capital re-
quirements for credit institutions, groups of institu-
tions and financial holding groups. According to the
Solvency Ordinance, there are three main types of
risks a financial institution is confronted with:329

credit risks: risks which are related to specific cli-
ents and products;
market risks: risks which are related to the gen-
eral developments on the financial markets;
operational risks: risks which are related to the
operation of the financial institutions itself.

All these three groups of financial risks do have a re-
lationship with the sustainability risks  which are evi-
dent in the bioenergy sector, in the form of default or
reputation risks. The Solvency Ordinance demands
from German banks to take appropriate measures to
manage and monitor different risks. This would
mean: research how sustainability issues affect credit,
concentration, market and reputational risks, de-
velop a policy to deal with these risks and apply this
policy. The regulation on the Minimum Requirements
for Risk Management (Mindestanforderungen an das
Risikomanagement) could be amended by the
Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) to
make these consequences more explicit.

Millionenkredite:  According to the Großkredit- und
Millionenkreditverordnung of December 2006, large ex-
posures and Millionenkredite (loans to one borrower
totalling 1.5 million euros or more) have to be re-
ported on a quarterly basis by German banks to the
two supervisors, BaFin and the Bundesbank. The
Bundesbank keeps a register for these Millionenkredite,
which is used as a source of information on the risk
management policies followed by the banks. The
bank reports on Millionenkredite could therefore be
complemented by a bank statement on how the
sustainability risks related to the investment are as-
sessed.

Financial analysis: according to the Financial Analy-
sis Ordinance (Finanzanalyseverordnung) financial
analyses of securities should be produced and pre-
sented with a proper degree of expertise. Implicitly
this demands knowledge of the relationship between
sustainability issues and the financial performance
and risks of specific securities. This type of knowledge
could be demanded more explicitly for financial ana-
lysts.

Securities prospectus: The Securities Prospectus Act
(Wertpapierprospektgesetz) and the Act implementing
the Prospectus Directive (Prospektrichtlinie-Umsetzungs-
gesetz) came into force in July 2005. They deal with
the prospectus a company must publish when it in-
tends to offer its securities (shares, bonds, or others)
on a public market in Germany. The two laws stipu-
late that investors must have comprehensive, reliable
information on the issuer and the security in ques-
tion, in order to be able to make proper investment
decisions. Such information must be provided in the
prospectus.  A lack of sufficient information means
that the issuer could face liability claims and legal
proceedings at a later date.

Implicitly this means that German bioenergy produc-
ers, as well as the investment banks helping them to
issue shares and bonds, should provide information
on sustainability issues which could have an influ-
ence on the risks related to an investment in the
company. This could include information on the ex-
act sourcing of their feedstocks and agreements with
suppliers on social and environmental issues.

Know Your Customer: According to the Money-Laun-
dering Law (Geldwäschegesetz), financial institutions
have to ensure a risk-oriented basis for transparency
in business relationships and financial transactions.
In addition to establishing the identity of the cus-
tomer and of any people other than the customer
who may be economic beneficiaries, these also in-
clude the general monitoring of the ongoing busi-
ness relationship – the so-called Know Your Customer
principle. Such controls enable flows of funds to be
tracked and plausibility to be checked.

Sustainability issues, such as sourcing feedstocks
from areas were illegal logging takes place or labour
laws are disrespected, could lead to illegal proceeds.
Therefore the monitoring by the bank of the ongoing
business relationship with clients can certainly relate
to sustainability issues as well.
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