How We Operate

Audit and Performance
Measurement

Every five years the Office of the Aud-
itor General of Canada (OAG) under-
takes a Special Examination of systems
and practices at EDC. In 2008, the OAG
initiated a Special Examination of EDC
which included an assessment of its CSR
systems and processes. One of the eight
projects of this examination was focused
on CSR. In addition, the OAG initiated an
Environmental Audit of EDC’s Environ-
mental Review policies and procedures.
The result of the Examination will be avail-
able in 2009.

In 2008, EDC’s Internal Audit team under-
took an audit of CSR at EDC to determine
compliance with CSR policies, practices and
processes. The results of that audit, which are
available on EDC’s website (http://www.
edc.ca/english/disclosure_15503.htm), led
to continued efforts to strengthen CSR per-

formance measurement. New measures were
selected; to view click here.

While still evolving to a more mature
state, noticeable improvements were made
in tracking performance over time and set-
ting performance measures. While we are
making progress, we believe we have yet
to strike an appropriate balance between
quantitative and qualitative measures, and
between process and results. We will con-
tinue to work on this.

Global Reporting Initiative
Many organizations use the GRI as a
reporting framework. Given EDC’s struc-
ture and industry (export credits), not all
of the GRI indicators are applicable to
us; however, we report using the GRI G3
indicators to the greatest extent possible,
around issues that are important to us and
our stakeholders.

A complete list of GRI indicators, as well
as a third-party check of these indicators as
they apply to EDC, is available on pages
42 and 43.

Disclosure of Transactions

In 2008, EDC continued to proactively
disclose information related to its finan-
cing and guarantee transactions and also
enhanced its disclosure practices by pub-
lishing information about projects with
potential environmental impacts that
could be mitigated. See pages 25 and 26
for disclosure information on transactions
in Categories A-C.

Project Categories

CATEGORY DEFINITION

Category A

Category B
Category C

-+

GRI REPORT

3rd PARTY CHECKED

Projects with the potential for significant adverse
environmental effects

Potential effects are less adverse than Category A

Projects are likely to have minimal or no adverse effects
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Facilitating Integrative Trade

Profile

As noted in EDC's 2007 CSR report,
the Ambatovy nickel and cobalt
mine in Madagascar is currently
under construction, with completion
expected in 2010. EDC is providing Sher-
ritt International (the project sponsor)
with over $400 million in loans for this
project —the largest foreign investment
in this country. The Ambatovy project is
expected to create over 13,000 direct and
indirect jobs in the country and, over the
life of the project, will add billions of
dollars to the national economy.

After extensive review and consulta-
tion with the project lenders and Sherritt
International, loan documentation was
developed to include conditions and
covenants related to ongoing environ-
mental monitoring, as a condition of
project financing.

Under the terms of the agreement,
environmental monitoring will continue
for the duration of the construction
and operations phases of the pro-
ject. Construction phase monitoring
includes monthly reports from Sherritt,
in addition to quarterly site visits and
assessments by the lenders’ technical

.. Ongoing Environmental
Monitoring in Madagascar carecory a

reviewers. Sherritt has also agreed to
annual monitoring from the start of com-
mercial production until full repayment
of the loan. Environmental perform-
ance for this project is measured against
International Finance Corporation (IFC)
Performance Standards, which set out a
clear and defined set of objectives and
processes that projects should follow
in order to manage environmental and
social impacts.

At the request of the lenders, an
Independent Engineering (IE) firm
was retained in the early stages of the
project to review compliance with the
requirements outlined above. Given
the scope of the Ambatovy project,
the potential impacts on the area’s
extremely sensitive ecosystem and its
social footprint, EDC required that the
IE engage biodiversity and social con-
sultants to review the project and assist
with ongoing monitoring.

The biodiversity specialists have been
working with Sherritt to monitor wildlife
and botanical relocation projects and
manage offsite impacts. For example,
prior to clearing an area of the mine

site, biological salvaging preparatory
work is conducted and clearing permits
obtained. The Ambatovy Project has
developed specific conservation stra-
tegies and programs for key biological
groups as part of the biodiversity man-
agement plan; these sensitive taxonomic
groups include lemurs, critically endan-
gered frogs, fish and flora. The quality
of water in the mine, as well as pipeline,
plant, harbour and tailings sites, is mon-
itored and total suspended solids are
tested. When laying the 220-kilometre
pipeline, the planned routing has been
fine-tuned to avoid environmentally
sensitive habitats, and clearing and con-
struction permits are obtained.

One of the key programs associated
with the Ambatovy project, and another
requirement of the loan agreement, is
the establishment of biodiversity offsets
(to compensate for habitat lost to the
project and to facilitate enhancement of
historically degraded areas in proximity
to the project). This initiative is being
undertaken in collaboration with the
Business and Biodiversity Offset Pro-
gram, a partnership between companies,
governments and conservation experts
to explore biodiversity offsets. EDC con-
tinues to monitor the progress of
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R EDC is providing Sherritt
International with over $400 million
in loans for the Ambatovy nickel and
cobalt mine in Madagascar — the
largest foreign investment in this
country.

After extensive review
and consultation,

loan documentation
was developed to
include conditions and
covenants related to
ongoing environmental
monitoring.
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Facilitating Integrative Trade

this program with the Independent
Engineering firm.

In terms of social monitoring, last
year the |IE worked with Sherritt and its
consultants to ensure social and reloca-
tion management programs met inter-
national standards and that they were
carried out and tracked in an organ-
ized and transparent fashion. Physical
resettlement of the local population
from areas designated as the tailings
management area was of critical con-
cern; it required the construction of 295
houses and successful re-settlement of
residents to two new communities in
Vohitrambatho (275 households) and
Marovato (20 households).

Investments made in 2008 were aimed
at improving the quality of life of resi-
dents of these two resettlement villa-
ges, including: short-term food security
assistance to help villagers during the
period when their new fields are still
coming under production; agricultural
extension services and training, includ-
ing the provision of farming tools; nutri-
tional awareness and cooking classes;
literacy and skills training programs;
health and hygiene education, vaccina-
tion and establishment of a Commun-
ity Health Centre; construction of a
primary school as well as the launch of

pre-school and summer school program;
investments in safe drinking water, sani-
tation and solar energy infrastructures;
and preservation of cultural sites.

In November 2008, EDC conducted its
own site visit in order to monitor overall
progress and also to check on construc-
tion of the slurry pipeline that connects
the mine site with the process plant. Of
particular interest to EDC were the imple-
mentation of Sherritt’s sediment erosion
control plans, contractor performance,
mitigation of impacts to biodiversity,
and overall management of social and
economic interactions along the pipeline
corridor. On its visit, EDC was accompan-
ied by technical representatives from
other lending institutions, an engineer,
a biodiversity specialist from the IE team,
and technical representatives from the
Ambatovy owners group.

“Without question, our site visit helped
us to better understand the status of this
project, as well as the challenges it faces
going forward,” said Chris Pullen, EDC's
Environmental Advisor.“It also provided
an opportunity for us to offer direct feed-
back about the importance of maintaining
compliance with our policies. Sherritt has
been very receptive to discussing issues
and addressing any concerns expressed
by the lenders and the IE.”
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R As a condition of its support, EDC stipulated that an Independent Engineering
firm engage biodiversity and social consultants to review the project and provide
ongoing monitoring.

“Without question, our
site visit helped us to
better understand the
status of this project,
as well as the
challenges it faces
going forward.”

— Chris Pullen, EDC’s
Environmental Advisor
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Facilitating Integrative Trade

Human Rights
Following up on stakeholder input concern-
ing EDC’s approach to human rights, EDC
last year broadened its understanding of
how countries and companies around the
world evaluate and manage human rights
issues in business. To that end, EDC par-
ticipated in consultations convened by John
Ruggie, the UN Special Representative on
Business and Human Rights, in both Zurich
and Copenhagen and was one of a handful
of export credit agencies to do so.

Also noteworthy, in April 2008 EDC

released its Statement on Human Rights,

which defines EDC’s current practices in
considering human rights issues associated
with potential business. After disseminat-
ing the Statement, EDC’s Political Risk
Assessment Department strengthened its

screening procedures into a formalized,

consistent process to determine those situa-
tions where a more detailed human rights
assessment would be required. Indices
used to provide a baseline measure for
the prevalence and potential impact on
transactions in countries with human rights
issues include Freedom House’s Freedom of
the Press, the Political Terror Scale and the
World Bank’s Rule of Law indicator.

For information on comments received
through the Legislative Review on human
rights, click here.

In 2009, EDC’s Political Risk Assessment
Department will undertake full implementa-
tion of its standardized process for human
rights assessments. The team also commits
to review this process by year end and com-
plete any necessary revisions to improve
the effectiveness of the tool.
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Amnesty Canada commends
Export Development Canada for
turning its attention to human
rights concerns and recognizing
many of the underlying prob-
lems inherit in project financing.
However, we feel that Export
Development Canada’s efforts
to date still fall short of what is
required: a comprehensive and
coordinated framework; necessary
standards; full disclosure; binding
commitments; investigation and
disciplinary processes; mandatory
language; remedies for victims;
and public accountability.

— Amnesty International
Submission to the Export
Development Canada 2008
Legislative Review
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Leveraging the Organization

This section highlights the way in which EDC manages its
internal resources in order to meet the global needs of

Canadian businesses.

Operational Footprint

In 2008, EDC’s Green Team — a cross-
corporate internal advocacy group — con-
tinued to look for opportunities to reduce
EDC’s operational environmental foot-
print. The team was instrumental in raising
employee awareness of a number of com-
munity environmental initiatives, includ-
ing Blackout Day, Earth Hour and Waste
Reduction Week. EDC’s Environmental
Advisory Services and the Green Team
organized a variety of events for Canadian
Environment Week, including the Com-

muter Challenge, workshops and presenta-

tions on climate change and biodiversity,
bicycle commuting and organic food.

Working with EDC’s landlord, a key
initiative of the Green Team was a waste
audit, conducted in June. The audit results
will form the basis of an employee outreach
plan and the establishment of future waste
reduction targets.

Also in 2008, EDC announced plans
to move to a new LEED Gold Certified
Head Office in Ottawa. Construction is set
to start in Spring 2009, with completion
targeted for 2011.
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FOOTPRINT COMPONENT 2007 2008
(EDC HEADQUARTERS) MEASURE MEASURE

Paper Consumption Tonnes 55 42.5
kg / FTE 48 35.7
Paper Recycled Tonnes 24 27
kg / FTE 21 23
Electricity Consumption KWh 13,800,000 12,955,600
KWh / m2 377 354
KWh / FTE 12,061 10,878
Natural Gas Consumption m3 355,900 387,520
311 325
Building Water Consumption L

22,462,000 23,852,000

L/FTE 19,635 20,027

Business Travel (flight and vehicle)

km ( ight) 14,242,500 15,270,500

km (vehicle) 585,320 532,460

X In 2008, EDC's overall ‘paper consumption per employee’ numbers decreased

(by 26 per cent), as did ‘electricity consumption per employee’ (9.8 per cent).

More paper was also diverted for recycling (9.5 per cent). The organization incurred
minor increases in natural gas and building water consumption (4.5 per cent and

2 per cent, respectively), due to cold winter temperatures and a growth in staff
complement. The largest increase (7 per cent) was in air travel. The variance likely
lies in the fact that in 2007, EDC adopted an integrated business model which
required a re-structuring of the organization, based on a greater need to get closer
to, and build stronger relationships with, EDC’s customers. Re-structuring was a
contributing factor to an increase of 23 per cent in business volume in 2008.
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Leveraging the Organization

Community Investment

CARE Canada Partnership
In 2008, EDC enhanced its community
investment practices for better strategic
fit by adding small business entreprise
development and micro-financing related
projects in emerging markets.

With this shift, EDC announced a four-
year global community investment partner-
ship with CARE Canada http://www.edc.ca/
english/docs/news/2008/mediaroom_15516.

htm). The partnership is a win-win for both
EDC and CARE Canada: CARE Canada
will manage a short-term volunteer leave
program that will oversee the assignment
of up to four EDC employees annually to
CARE projects, beginning with Latin Amer-
ica in the first year. Examples of assign-
ments could include developing marketing
plans for small exporters, developing a risk
assessment program for a microfinance
lender, or improving the application of
information technology systems. The first
assignments are expected to begin by the
first half of 2009.

R A new partnership with CARE Canada will offer EDC employee volunteers an
opportunity to work with CARE offices in emerging markets. The first volunteers
will be assigned to Peru by mid-2009.
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Leveraging the Organization

EDC Chair in
Environmental Finance

In March 2008, EDC’s executive team
approved a request for financial support of
the EDC Chair in Environmental Finance
— the first named Chair at the University
of Waterloo’s new Centre for Environment
and Business and the first Chair of its kind
in Canada.

The Chair is a good example of how
EDC’s leadership in CSR will ultimately
benefit Canadians. First, it represents an
investment in Canada’s intellectual capital.
In addition, it will also help to strengthen
Canadian businesses by providing leading-
edge training for graduates of the program.
Lastly, it will encourage Canadian students
to conduct international trade/business in
an environmentally responsible manner.

The Chair will help the University to
position itself as the first ‘green business’
school in Canada, by focusing on the inter-
relationship between financial practices/
processes and the environment. Students
in the program will learn how to develop
market-based solutions and business oppor-
tunities related to environmental issues such
as climate change, deforestation, water and
biodiversity.

The Chair is expected to become a
trusted international expert in the rapidly-
developing area of global environmental
finance and will be called upon by EDC
and its clients to advise and guide decisions
and policy, as well as to evaluate risk related
to environmental finance.

Education and Youth

Employment (EYE) Program

In 2008, the program focused on inter-

national business, and financial support was

concentrated in the following areas:

+ growth of EDC’s university programming
for scholarships

¢ partnerships

* international business case study develop-
ment

* sponsorship of case competitions

EDC awarded 25 international business

scholarships and introduced five new schol-
arships for undergraduate students in com-
bined business and environment studies,
bringing the total number of scholarships
awarded last year to 30 from 25 in 2007.
With additional promotion through the
Canadian Bureau for International Educa-

tion, as well as through the AIESEC
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“Export Development

Canada'’s generous support
has established the EDC
Chair in Environmental
Finance and has significantly
enhanced UW's Centre

for Environment and
Business—the only one in
Canada to offer a fully
integrated business and
environment curriculum
aimed at educating the

next generation of corporate
leaders to ensure a cleaner
more sustainable
environment.”

— University of Waterloo Faculty of
Environment’s Dean Deep Saini
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Key CSR Frameworks

Legislation

Export Development Act
(R.S., 1985, c. E-20, as amended)

Corruption of Foreign Public Officials Act
(1998, c.34 as amended)

Public Servants Disclosure Protection Act
(2005, c.46 as amended)

Federal Accountability Act
(2006, c.9 as amended)

Agreements

Convention on Combating Bribery
of Foreign Public Officials in International

Business Transactions
(1997 - Government of Canada)

OECD Recommendation on Bribery
and Officially Supported Export Credit
(adopted 2001, most recently
revised 2006)

OECD Guidelines for Multinational
Enterprises (2000-Government of
Canada)

United Nations Environment

Program (UNEP) Statement by Financial
Institutions on the Environment &
Sustainable Development (1999)

World Trade Organization Agreement
on Subsidies and Countervailing Measures

Agreement (1995-Government
of Canada)

OECD Revised Council Recommendation
on Common Approaches on the
Environment and Officially Supported
Export Credits (adopted 2001, most
recently revised 2007 — the “Common
Approaches”)

Equator Principles (2007)

Extractive Industries Transparency
Initiatives (2007-Government
of Canada)

OECD Sustainable Lending Principles
(2008)

OECD Principles and Guidelines to
Promote Sustainable Lending Practices
in the Provision of Official Export Credits
to Low Income Countries (2008)

Voluntary Principles on Security and
Human Rights (March 2009)

Memberships
Berne Union

OECD Working Party on Export
Credits and Credit Guarantees
(Government of Canada)

Canadian Business Ethics Research
Network (2007)

Canadian Business for Social
Responsibility (2003)
EthicsCentre (2003)

Conference Board Corporate Ethics
Management Council (2003)

Conference Board Corporate
Community Investment Council (2001)

United Nations Environment Program
— Financial Institutions Initiative
(UNEP-FII) (1999)

Multilateral Financial Institutions
Working Group on Environment
(MFI-WGE)

Transparency International (2008)

Internal Guidance
Code of Business Ethics (1998)
Code of Conduct (1998)

Anti-Corruption Guidelines
and Procedures (2000)

Environmental Review Directive (2001)
Disclosure Policy (2001)

Statement of Commitment to
Corporate Social Responsibility (2003)

Environmental Policy (2005)
Statement on Human Rights (2008)

Export Development Canada — 2008 Corporate Social Responsibility Report

44





