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Dear Board Members, dear colleagues,
I would like to thank you for the constructive comments on the draft EIB Energy Lending Policy
(ELP) at the October Board meeting. To facilitate further reflection and discussion, you
decided to postpone the decision until the November meeting.
The Bank’s energy lending policy (ELP) sets out how the Bank, as a public bank, can help
support the ED in meeting the long term objectives of the Paris Agreement in the energy
sector. The EL) continues to lead the world in tackling climate change. It adopted a
comprehensive legal framework to deliver ambitious climate and energy targets for 2030, and
in line with the temperature objectives of the Paris Agreement, the ED is pursuing the long
term aim of a climate-neutral economy. Delivering on these ED targets requires significant,
sustained investment in the energy sector over the coming decades that the Bank will support.
The Bank wishes to be a leader in this area.
While the draft ELP that was submitted for Board approval in October (Document 19/668)
remains the formal proposal of the Management Committee, most Directors agreed that some
further adjustments and clarifications could generate a broader consensus on the new policy.
On the basis of the October proposal, any such adjustments will need to be agreed during the
Board session. The purpose of this letter is to help prepare the ground for that decision, by
setting out the Bank’s understanding of nine changes to the wording of the document that
could form the basis of an agreement, as follows:
1. The deadline for appraisal and approval of gas projects on the 4th list of Projects of
Common Interest (PCIs) co-financed by the ED budget (and not just the Connecting
Europe Facility) could be extended by one year - until end 2021. These changes would
be inserted the ELP (executive summary and Chapter 3 par. 22) and in the PCI row of
Section 3 (Gas Infrastructure) of Annex IV.
2. The lending conditions for the adaptation of existing gas infrastructures for low-carbon
gases should be clarified. This also applies to network rehabilitation with the aim of
transporting low-carbon gases such as hydrogen. In the first row of Section 3 (Gas
Infrastructure) of Annex IV, the sentence “the Bank will support investment designed to
adapt existing infrastructure towards a credible, imminent high blend of low-carbon gases”
could be replaced by “the Bank will also support the rehabilitation and adaptation of the
existing gas infrastructure that is needed for the integration of low-carbon gases and in
particular hydrogen”.
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3. To clarify that the Bank will continue to support gas smart meters intended to reduce
energy consumption, the term "smart meter” could be inserted in "New types of energy
infrastructure” row of Section 3 of section of Annex III, and again in Section 1 of Annex IV.
4. The 75% financing limit for renewable energy could be extended to all countries - and not
just those eligible for the Modernisation Fund - as long as the projects provide a high
policy value and where the EIB involvement accelerates the implementation of the project,
as set out Section 2 of Annex II. This is notably for projects which support core dimensions
of the renewable energy directive such as market integration, community schemes, cross
border schemes etc., or technologies at a relatively early stage of deployment.
5. The ELP could offer a stronger EIB commitment - notably in para.27 of Chapter 3 - to
support the implementation of the “Just Transition Fund” being prepared by the incoming
European Commission, including reconversion projects at coalmines, where consistent
with the new Energy Lending Policy.
6. To highlight better the Bank’s commitment to support energy efficiency through “energy
performance contracting” in the public and private sectors, the following sentence could
be included in Chapter 4 par. 6 of the ELP: “The Bank will continue to support energy
efficiency through energy performance contracts, which is particularly relevant to public
sector programmes.”
7. In recognition of the high levels of sensitivity within the Board on the topic of nuclear, a
standalone Annex ll-B that cites the 2013 policy could be created, with the following
introduction: “The Bank’s support for nuclear power generation and nuclear fuel cycle
projects has not been considered during this policy review. Accordingly, and for the
purposes of this review, the Bank’s eligibility conditions for support for nuclear power
generation and fuel cycle projects remain unchanged from the previous policy approved
by the Board in 2013. Since 2013, the Bank financed only two nuclear-related projects for safety works on two operating nuclear power units - as well as one research project
on nuclear fusion. Nuclear projects are not included in the Bank’s Climate Awareness
Bond (CAB) allocations.“
Similarly, Chapter 1 of the ELP, par. 11 could specify that “the Bank’s support for nuclear
power generation and fuel cycle projects has not been addressed In this policy review”
and Chapter 4 , par. 25 would only state that “for the purposes of this review, the Bank’s
eligibility conditions for support for nuclear power generation and fuel cycle projects remain
unchanged from the previous policy approved by the Board in 2013 and are set out in
Annex II.” The ELP text would be simplified to avoid naming specific technologies, which
could give the impression that some would be privileged by the EIB. In chapter 2,
paragraphs 5 (last bullet point) and in paragraph 8, the names of specific technologies
would be deleted; and in paragraph 10, the last sentence would be deleted and the
previous sentence modified as follows: “While the power system currently enjoys excess
capacity in most markets, integrating a high share of renewables may raise new issues to
deal with their seasonal variability and ensure the adequacy of power systems.”
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8. Annex II, Section 1 of the ELP could clarify that the eligibility of projects supplying Critical
Raw Materials (CRM) needed for low-carbon technologies in the EU (batteries, wind
turbines, solar PV) is extended to non-EU countries. These changes could also be
reflected in the executive summary of par.6, Chapter 4.
9. Finally, in light of the widely shared opinion within the Board, it is proposed to include a
clear commitment to review the policy three years after approval. This will give an
opportunity to discuss the implications of the EU Sustainable Finance Taxonomy.” Th\s
statement could be added to the section on Reporting and follow up in Chapter 1.

In response to other points raised during the discussions in the Board meetings in September
and October, I offer the following comments, but do not believe that they require any
adjustment to the draft ELP:
a.

For gas-fired power generation, we do not believe that there is any consensus to alter
the proposed emission standard of 250 gC02 per kWh of energy generated over the
lifetime of power plants. One option mentioned by some Board members was to
introduce an annual emissions limit similar to the one introduced in the Electricity
Regulation e.g. in kgC02/kW of capacity installed. However, the emission limit defined
in the Electricity Regulation (EU) 2019/943 art. 22.4.b, applies only for capacity
mechanisms where they already exist and for generation capacity that started
commercial production before 4 July 2019, and it is not for new capacity.

b.

Concerning investments in loading and bunkering of Liquified Natural Gas (LNG) in
ports, as required by the Directive on the deployment of alternative fuels infrastructure,
the draft ELP submitted to the Board on 15 October could include the following footnote
in Chapter 3: ‘‘Infrastructure dedicated to providing fuel for transportation is covered by
the Bank’s transport lending policy. Under the current policy, alternative transport fuels
are supported by the Bank”.

c.

Chapter 3 considers how the Bank can best support the energy transformation and
access to energy outside the EU. This makes the case for the Bank to support projects
that reinforce ambitious Nationally Determined Contributions. In particular, given the
spectacular decline in the cost of renewables, it argues that the Bank can provide
higher additional value by focusing on low carbon technologies and reinforcing power
grids, even in a context of potential fuel switching (coal to gas) offers short-term
emission saving potential. This section also highlights the need to focus support on
NDCs within the neighbourhood region, as a core European partner, in light of the
wider geopolitical context. The Board of Directors may also recall that it can decide to
derogate from its established policies in cases of overriding public interest.

d.

The proposal that the Bank consider the decarbonisation plans of carbon intensive
companies has implications beyond the energy sector. The Bank intends to discuss
this issue as part of the forthcoming mid-term review of the Climate Strategy. Also from
a strictly banking point of view, the ability to withstand higher carbon prices will become
an important as part of the long term credit analysis of companies.
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Colleagues, I believe that we are making good progress. As you know well, expectations
around the revised ELP are high and continue to increase. The EIB Energy lending policy is
seen by a wide set of stakeholders as an important building block of the EU’s leading role on
climate. It is a key milestone for the EIB becoming the ELI Climate Bank.
On the basis of these alterations, which we believe reflect the middle ground of the discussions
in recent months, the Management Committee believes that it is time to draw this discussion
to a close and get the ELP "across the line” at the November Board meeting.
I am at your disposal over the coming days to discuss or clarify any points in this letter.

Yours sincerely,

Andrew McDowell
Vice-President
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