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About NIB

, L . . ; :
NIB’s vision is a prosperous and sustainahble NIB s the International
. ) ) Financial Institution of
Nordic-Baltic region. The Bank finances the Nordic and Baltic L visioN 1A >
. . i countries. SUSTAINAB(
rojects that improve competitiveness and qus AP .
projects prov p _ . ... PROJECTS
the environment of its member countries.
N | B Competitiveness
. Technical progress and innovation

NIB offers long-term loans to complement and leverage commercial @ — hanv':i::i;:i:‘ﬁ:im - Development of human capital
lending. Loans are extended according to sound banking principles and on At Improvelcompetit am“hs,,f,,;, Improvements in infrastructure
market terms. DR'VERS in the Nordic and Baltic countries. Increased market efficiency

The Bank acquires the funds for its lending activities by borrowing on SN D @

. . . . . ) ) Climate change Our investors: Our customers:
the international capital markets. NIB has the highest possible credit rating R ——. NIB bonds - & high-guality, Wﬁ,:ﬁ;‘é!“ T lable, - N
of AAA/Aaa. This way, the Nordic and Baltic member countries can finance Pollution prevention low-risk investment & < long-term financing

A 3 Z

the transition to mare sustainable societies. Productivity improvement B 2

Located in Helsinki, Finland, NIB has an international staff of some o I z

— = =

190 experts. f;

How we create value

NIB BONDS

Strong ownership .
Our eight member countries are Denmark, Estonia,

Finland, Iceland, Latvia, Lithuania, Norway and Sweden. ‘ . o

Our values
Competence
We aim for a high level of
professionalism and efficiency.

e

Commitment Environment
We are transparent in our actions Improved resource efficiency
BONDS LOANS PROJECTS ) G G Ry Development of a competitive low-carbon economy
Coagperstion Protection of the environment and its ecosystem services
NIB issues bonds to finance  NIB provides loans to Projects financed by NIB We support each other by sharing information, 4
. . . L . . knowledge, skills and experiences. Development of clean technology
its operations projects fulfilling its improve competitiveness
mission and the environment
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Impact of projects financed by NIB in 2017/

Projects that have agreed financing from NIB during the year have the following total estimated impact:

CO, reduction Electricity and thermal heat generation Wastewater treatment

The net reduction

equals takin This increase .
3?-.3”000 ca:-sggff e loal;j 0 equals the energy The projects added a
NIB loans in 2017 . TR B In 2017, NI financed population equivalent
the road. roiects in 2017 need of 4,500
contributed to an annual Eonjtributed o an single family eightwastewater 0f 290,000 in

wastewater treatment

annual increase of houses. ’:reatment projects -~ capacity.
: . in Sweden and
0.1 TWhiin electricity ] i
Finland.
and thermal heat A @ .
generated. A ‘\ —

PN ' ¢

reduction of 49,000 tonnes
of CO, emissions, and an
increase of 4,000 tonnes.

*Assuming 100g of CO, emissions per kilometre and an average annual driving
distance. Source: Trafikanalys Sweden.

Onlending to SMEs and environmental projects R&D programmes Green buildings
Nine loan Soven | In 2017, NIB financed Combined, the
progra'mmes . even loans e (R three green green building
were S|gneq / \’ for onlending were algreed for and praduct building projects projects cover
with financial  ~ to SMEs, financing R&D development in il EErdeEGEn = 316,500 square
!ntermedlalnes % m|dl—caps and |nvesFments Sweden, Denmark in accordance with  ~ - metres to be
in thg Nordics, env.|ronmental totalling - and Finland. LEED Platinum or certified.
totalling - projects. EURE3Smillion BREEAM Excellent
EUR 478 million -2 1 ' . A A

i PN

an
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President’s review

The Nordic-Baltic region is facing globalisation, climate change, urbanisation and rapid technological s
progress along with the rest of the world. In the annual report for 2017 we show the results and impact N ‘ B S e r\/ e S a S
of NIB’s long-term lending projects helping to tackle these challenges and benefit from them.

During the year, most of our loans to support the competitiveness of our Nordic-Baltic member a tO O | fo r t h e

countries went to investments in R&D, infrastructure and energy projects. The majority of loans to
benefit the environment were for projects improving wastewater treatment and water supply, with N O rd i C a n d B a |ti C
municipal investments being a main driver.
Sustainability is at the very heart of NIB’s mission and the Bank serves as a tool for the Nordic and ! !
Baltic countries in financing the green transition. In this report you can also read about how NIB's G O U n t rl e S | n
lending projects relate to the UN Sustainable Development Goals.

We have continued the high level of lending throughout 2017 with 55 agreed loans, totalling ﬁ ﬂ a ﬂ C | n g t h e

EUR 3.7 billion, and a disbursement of EUR 3.1 hillion. NIB made a profit of EUR 211 million ,
i
(EUR 212 million in 2016).

You can find mare information about our loan projects on our website at www.nib.int. g re e n t ra ﬂ S | t | D n '

The Bank also raised EUR 5.9 hillion in new funding and continued to issue NIB Environmental
Bonds. NIB issued seven NIB Environmental Bonds totalling EUR 920 million and further anchored its
position as the higgest Nordic issuer of green bonds. Read mare about the environmental impact of our
green bonds here. ,

As part of NIB’s special initiatives launched in recent years, loans and green hond investments to the iz
Baltic countries increased to EUR 202 million.

NIB functions as a catalyst and is part of creating high standards in its lending to projects that
increase competitiveness and benefit the environment. As our Nordic and Baltic member countries are
rather advanced on a global scale, it means that we often go for the last decimal in increasing productivity
gains or reducing CO, emissions. As such, NIB is a part of a wider process in reaching a more sustainable
and low-carbon Nordic-Baltic region.

NIB has reached out to mid-cap companies in the Nordic-Baltic member countries and aims to
broaden the long-term lending offering to this important segment.

As | see it, we can impact the future as long as we agree on the direction. For this we have to
cooperate. Although the Nordic-Baltic region is already doing relatively well, let’s keep in mind that
progress is not a given. As a value traditional to our culture, trust is a key to unlock a prosperous and
sustainable future.

Henrik Normann, President & CEO
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~inancing the future

NIB’s mission is to finance projects

that improve competitiveness and the
environment. The mission allows the Bank to
address future challenges such as sustainable
growth, climate change, the protection of
marine environments, pollution prevention
and productivity improvements.

To improve the competitiveness of its member countries, the NIB-financed
projects support productivity gains through:

Technical progress and innavation

Development of skills and human capital

Improved infrastructure

Improved market efficiency and business environment

In terms of the environment, NIB lends to projects that lead to:
Pollution reduction
Preventive measures
Resource efficiency
Climate change mitigation

NIB-financed projects and the UN SDGs

The seventeen UN Sustainable Development Goals (SDGs] set out a global
roadmap for tackling economic, environmental and social challenges as
part of the 2030 Agenda for sustainable development. The SDGs present a
common framework for governments, business and civil society to enhance

the value of their innovations and investments, and to strengthen stake-
holder relations.

In line with its mission, NIB has identified the SDGs to which its financed
projects, business strategy and sustainability approach can contribute:

NIB-financed projects and the UN Sustainable Development Goals

GOOD HEALTH
\ |/ ¥
s‘ ';= AND WELL-BEING
3
Zan v
THE GLOBAL GOALS

For Sustainable Development

DECENT WORK AND INDUSTRY, INNOVATION
ECONOMIC GROWTH ANDINFRASTRUCTURE

CLEAN WATER
AND SANITATION

o

RESPONSIBLE CLIMATE
12 1

LIFE BELOW LIFE
CONSUMPTION 14 WATER 15 ON LAND
AND PRODUCTION

QO | &

AGTION

QUALITY
EDUCATION

GENDER
EQUALITY

1 SUSTAINABLE CITIES
AND COMMUNITIES

Niikes

NIB Activity Report 2017



A
N:B

Year 2017

Sustainability Operations

Governance

GRI Reporting

sustainable financing in 2017/

Companies are increasingly expected to be
both profitable and to act responsibly towards
society and the environment. For project
owners, it is therefore reassuring that NIB
reviews all loan projects from a sustainability
perspective.

Alarge part of NIB’s lending in 2017 contributed to strengthening competi-
tiveness, which is broadly defined as a region’s ability to sustain productiv-
ity growth. Financing projects that contribute to this aim is a way for NIB to
support societies in reaching higher levels of prosperity and well-being.

Transport infrastructure

The quality and capacity of transpart infrastructure can directly impact
productivity by increasing connectivity and lowering costs. Further, invest-
ments in the transport sector can indirectly contribute to an increased
efficiency of labour and product markets, and support business environ-
ments and job creation.

In 2017, NIB lent almost EUR 740 million to projects that improve the
air, road and rail infrastructure in the Nordic and Baltic countries. These
include the expansion of hub airports in the capital regions of Sweden,
Lithuania and Denmark, as well as road projects in Norway.

In Denmark, NIB provided a loan of DKK 900 million (EUR 121 million)
to finance part of a large-scale investment programme at Copenhagen
Airport. The project will increase efficiency by expanding terminals, adding
new gates and upgrading the central safety control system.

Projects in the transport sector contribute to the UN Sustainable Devel-
opment Goals [SDGs) 8 and 9.

Urban infrastructure

Urbanisation is a key driver for infrastructure investments in the Nordic-Bal-
tic countries. The number of people living in urban areas is steadily increas-
ing, and cities are seen as the economic locomotives of the region. To cater
to the growing population, investments in core service utilities are needed.

In 2017, NIB lent EUR 654 million to urban infrastructure projects. Of
this, more than EUR 200 million helped finance new educational infra-
structure. Aimost EUR 340 million financed upgrades of municipal water
supply and wastewater treatment plants, which will significantly reduce the
nutrient discharge into the Baltic Sea.

In Estonia, NIB provided a EUR 20 million loan to the city of Tartu to
finance municipal investments for improving the road infrastructure and
modernising education facilities. The investments will reduce traffic, improve
safety and reduce noise and pollution. The construction of day care centres
and schools will significantly improve the educational services in the region.

Projects financed by NIB seek to mitigate the environmental and social
impact caused by demographic changes. These projects contribute to the
SDGs 4, 6,11 and 14.

Technical progress and innovation
Financing R&D projects generally yields a higher social return than other
investments. The henefits from R&D tend to spill-over to the rest of the
economy through knowledge transfer and imitation. Investments in innova-
tion and physical capital are major drivers of productivity growth and have
been observed to lead to higher levels of lang-term growth and prosperity.
In 2017, NIB lent more than EUR 756 million to finance companies’
research programmes and investments in new facilities.
In Denmark, NIB agreed a second loan in three years to William Demant A/S
of DKK 400 million (EUR 53.7 million). The loan finances ongoing R&D
concerning hearing healthcare. William Demant cooperates with universi-

ties, research centres and the corporate sector. Most of the R&D activities
take place in Denmark, where the company is part of a hearing healthcare
cluster with academia and, among others, another client of NIB, GN Stare
Nord A/S.

Projects in technical progress and innovation contribute to the SDGs
8and9.

Green buildings

Green buildings are properties that, in their construction and operation,
reduce negative impacts on the climate and the environment. These build-
ings are designed to preserve natural resources through the sustainable
use of materials, energy and water, while also creating a healthy indoor
environment for tenants.

Heating and coaling of buildings account for almost 40% of all CO, emis-
sions in the European Union. Estimates published by the European Com-
mission suggest that improving the energy efficiency of buildings could
reduce the total energy consumption in the EU by 5-6%, while lowering
emissions by 5%.

In 2017, NIB lent EUR 3393 million to finance investments in green build-
ings certified according to the highest or second highest levels in BREEAM
and LEED.

The Swedish construction company Skanska AB has invested in tech-
niques and concepts that lower the carbon footprint of buildings. In recent
years, the company has developed properties that are resource-efficient
and emit little or no carbon dioxide. NIB has suppaorted Skanska’s expansion
in markets for certified green buildings. Most recently, the Bank financed
Skanska’s five major building projects in Poland, four in Warsaw and one in
Wroctaw, with the proceeds of NIB Environmental Bonds.

Green buildings and sustainable construction projects contribute
to SDG 13.

NIB Activity Report 2017
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INTERNAL OPERATIONS

Working at NIB

At NIB, we work with highly skilled
professionals and aim to contribute to the
sustainable growth of the Nordic-Baltic
region. Our corporate values are commitment,
competence and cooperation. In 2017,

we continued to develop our working

culture in order to maintain high levels of
professionalism in line with our values.

Work community
At the end of 2017, NIB had 193 employees in permanent positions. Of
these, 80 were women and 113 men. The average number of permanent
employees during the year was 193. In addition, five employees worked on
projects in long-term temporary positions.

In 2017, the average length of employment was 12.2 years. Our exit
turnover rate during the year stood at 8.2%.

The number of permanent employees holding a university degree was
146, or 76% of NIB’s staff. All in all, our people represented 18 nationalities.

Skills development

NIB encourages its employees to continuously develop their skills. During
the year, the Bank offered various tailor-made training opportunities for its
staff members on topics such as credit and loan documentation, business
ethics, banking and financial markets. The average number of training days

per employee, including professional and language training, was 5.9 in
2017, compared to 5.4 in 2016.

In addition, NIB continued with its internal development programme
“Raising the Bar”, which aims to strengthen the professional identity and
competence of the Bank’s staff. As an outcome of this training programme,
several initiatives were developed internally, and some were implemented.

Here is what three of our lending originators said about the programme:

Yngve Séderlund
Senior Manager, Origination

“The programme was an excellent way of building contacts with col-
leagues, and provided good tools for strengthening teamwark. This is
especially relevant for improving the interaction with our customers and
other stakeholders.”

Taina Ulkoniemi
Senior Manager, Origination

“The programme was an interesting experience and gave a lot of food for
thought. | found the module about understanding your influence on others
particularly useful, as it showed how different personalities can influence
teamwaork. The module about understanding the business environment was
also very interesting. It made me follow the news from a somewhat new
perspective.”

Patrick Nylund
Senior Manager, Origination

“I appreciate that | was given the opportunity to attend ‘Raising the Bar’
after only eight months of employment at NIB. It allowed me to understand
the corporate culture and how to interact with colleagues while delivering
to customers. | also achieved personal development through the experi-
ence.

As one of the initiatives proposed during the Raising the Bar pro-
gramme, NIB started a new training initiative called “Peer Pal” training,
which facilitates knowledge sharing between colleagues by utilising in-
house expertise.

Origins of staff
as of 31 Dec 2017
%, distribution by country

Il 70% Finland

B 21% Other member countries
(Denmark, Estonia, Iceland,
Latvia, Lithuania, Norway,
Sweden)

9% Non-member countries
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INTERNAL OPERATIONS

Well-being and safety at work
NIB makes every effort to provide a safe and healthy working environment for
its employees, and encourages its staff members to establish and maintain a
sustainable halance between their professional and private lives.

NIB provides both occupational healthcare and extensive medical care
services to its employees. In 2017, the iliness absence rate decreased to
2% of total warking time, compared to 2.2% in the twao previous years.

Code of Conduct and Ombudsman

NIB expects the highest ethical conduct from its staff members. The Code
of Conduct for the staff, governed by the Compliance unit, provides guid-
ance on business ethics and standards as well as personal conduct.

The functions and activities of the Ombudsman form an integral part of
the legal framework for all staff members. The Ombudsman’s role is to en-
hance cooperation on employment matters, and is a means of safeguard-
ing the rule of law within the Bank while maintaining professional conduct
and an attractive working environment.

In 2017, the Ombudsman was available once a month for all staff mem-
bers. Three consultations on employment matters were held, none of which
resulted in any further action. To ensure a warkplace free of harassment,
NIB has anti-harassment guidelines, which are governed primarily by the
Bank’s Human Resources unit. In cases of harassment, the Ombudsman
can be consulted as well.

NIB’s fundamental objectives as an emplayer include promoting
balanced diversity amang the staff, equal treatment of all staff members
and prevention of discrimination. In an effort to address issues related to
these objectives, NIB has put an Equality, Diversity and Inclusion Plan for
2016-2018 in place, which identifies different development areas. The plan
was estahlished in cooperation between representatives of the staff and
representatives of the employer.

Far the current period, efforts will focus on raising awareness and cre-
ating a diverse and inclusive work environment free from harassment
or discrimination.

Legal status
NIB has the status of an international financial institution (IFI]. Hence,
the labour laws and other legislation of the host country, Finland, or any
of NIB’s other member countries, do not automatically apply to the Bank’s
employees. There are, however, some exceptions, particularly with regard to
taxation, social security and pensions. These are stated in the Host Country
Agreement between the Government of the Republic of Finland and the
Nordic Investment Bank.

See Note 7 in the Financial Repaort for more information on NIB’s em-
ployees.

Employees by gender and age group
as of 31 Dec 2017
25
20
5 ——
10

-29 30-34 35-39 40-44 45-49 50-54 55-58 60-

Il Women Men

Participants of the second Raising the Bar programme cycle after presenting their development initiatives to NIB's Executive Committee.

NIB Activity Report 2017


https://report.nib.int/2017/filebank/65-NIB_Financial_Report_2017.pdf#page=45

A
NiB Year 2017

Sustainability Operations Governance

GRI Reporting

< 10

> =

INTERNAL OPERATIONS

Jur ecological footprint

NIB has made a continuous effort to enhance
its environmental management system and
to apply best practices. All improvements
the Bank implements are permanent, and
include matters of health and safety, equal
opportunity and work-life balance.

The Bank’s premises are currently being refurbished over a multiyear
period. The renovation is carried out in accordance with the BREEAM certi-
fication requirements for environmentally friendly buildings. During 2017,
the second phase of the renovation programme, which covered two office
floors, was completed.

NIB is a member of the WWF Green Office programme. The programme
motivates staff to act in an environmentally friendly way in their everyday
tasks, and aims to improve environmental awareness and cost efficiency. A
certified Green Office is audited every three years to verify compliance with
the programme’s criteria. The audit process includes an office inspection
and an interview to review the past three years’ impravement actions for
the selected indicators. Notes on possible future improvements are given.
NIB’s key indicataors are presented in the table on the right. In 2016, NIB
was awarded the use of the Green Office logo for the next three years.

NIB purchases the electricity needed for its premises from clean and re-
newahle energy sources. The energy source is 100% wind energy. Its arigin
is guaranteed by the European Energy Certificate System (EECS). Fluctua-
tions in energy consumption are small and for the main part dependent on
weather conditions.

NIB buys cleaning and recycling services certified by the official Nordic

Ecolabel, the swan, introduced by the Nordic Council of Ministers.
In order to encourage the use of public transport among the NIB per-
sannel, the Bank offers commuter benefit coupons. In 2017, the number of

e

staff members using the coupons was 156. .
NIB has appropriate waste management and waste handling proce-

dures for sorting its main types of waste: energy, mixed, hio, cardboard,

metal, glass and hazardous waste, including electronic waste and ink

cartridges. All waste fractions are recycled. In connection with the ongoing o

refurbishment project at NIB’s premises, a substantial part of the old

furniture is being reused. However, an increase in different waste fractions

is inevitable.

| 9 N
NN
Change from
previous year

NIB’s direct environmental impact: 2014 2015 2016 2017 %
Electricity (MWh]) 1,352 1,269 1,280 1,300 2%
District heating (MWh] 1,347 1,188 1,348 1,535 14%
District cooling [MWh)] 422 336 348 311 -11%
Energy total (MWh] 3,121 2,793 2,977 3,146 6%
Water (m?) 2,507 2,725 2,738 2,990 9%
Paper; copy and printing {tonnes] 7 6 6 6 0%
Business travel, air (million km) 4.2 5.0 4.2 41 -4%
Business travel, CO, (t] 536 632 479 443 -10%
Recycled paper; office, newspapers, magasines and brochures (tonnes] 12 12 12 10 -16%
Other waste [tonnes] 15 16 23 22 47%
Commuter benefit coupons (signed for in number of persons) 150 143 140 156 11%

NIB Activity Report 2017
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Sustainability management

Sustainabhility is at the core of NIB’s business
model and its lending to projects that support
productivity growth and the environment.

To steer its activities, NIB has a Sustainahility Policy and Guidelines in

place that address the economic, environmental and social dimensions

of sustainable development. NIB believes that taking these aspects into
account is part of good business, and contributes to impraving the predict-
ability, transparency and accountability of its actions.

In accordance with the policy, NIB assesses all loan projects for their
potential impact on the economy, society and the environment, as well as
the commitment and capacity of the potential clients to manage these
impacts. A proposed project can be rejected due to non-compliance. NIB
also published an exclusion list with activities not eligible for financing. The
Bank recognises that not all adverse impacts of a project can be avoided, but
requires that they are appropriately reduced, mitigated or compensated for.

Sustainability matters are shared between the Chief Compliance Officer
[who repaorts to the CEO and has access to the chairpersons of the Board of
Directors), the Control Committee, and the Head of the Sustainahility and
Mandate unit.

NIB has a Compliance and Anti-Corruption Policy Framework in place,

which includes policies for the protection of whistleblowers, and investiga-
tion and enforcement procedures. The Office of the Chief Compliance Of-
ficer handles complaints of allegations of non-compliance with the Bank’s
policies and procedures, including denials of information.

The Sustainability and Mandate Unit is responsible for assessing the
level of compliance of projects with NIB’s mission, as well as their sustain-
ability impacts.

Further, the Bank engages an independent Ombudsman, who can be
contacted hy all employees in strict confidence for advice and counselling
on questions related to employment conditions, harassment and other
disputes. The Ombudsman may contact the President, the members of the
Executive Committee and the HR Unit, the Cooperation Council and relevant
staff members. More information can be found under Working at NIB.

The Head of Communication, who reports directly to the CEQ, is respon-
sible for the communication of sustainability matters.

Economic aspects

NIB regards economic aspects as an integral part of sustainable develop-
ment. The Bank provides long-term financing to projects that strengthen
ecanomic competitiveness, which is defined as a region’s ability to sustain
productivity growth and to increase prosperity and well-being.

This includes projects that facilitate technical progress and sustainable
use of resources, such as R&6D programmes and other investments that
improve market efficiency. NIB also lends to infrastructure projects in the
region’s transport and communications sector to support the business
environment and increase market efficiency. A number of these projects
may also have positive effects on the environment and society.

Environmental aspects
The Paris Agreement on climate change came into force in November 2016
and set out targets for keeping a global temperature rise to well below
two degrees Celsius ahove pre-industrial levels. To promote a transition
towards climate-resilient development, public and private actors will be
required to cooperate to steer finance flows to sustainahle projects.

As an international financial institution, NIB contributes to this goal by
financing projects with direct and indirect environmental benefits, and by

"NIB pursues
integrity,
transparency and
accountability

In its operations
and activities.”

LIS
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requiring appropriate environmental safeguards to be applied. NIB will fi-
nance reductions of greenhouse gases, improvements of energy efficiency
and added renewahle energy capacity.

Environmental opportunities in projects further include improved re-
source efficiency, development of a competitive low-carbon saciety, waste
minimisation, pollution reduction, recycling and clean technaology.

In this context, NIB recognises the special protected status of the Baltic
Sea and its importance for sustainahle growth in the Nordic-Baltic region.
Further, the Bank has a focus on the protection of the environment of the
Arctic region.

When analysing projects, NIB’s environmental analysts collect infor-
mation on the potential impact and assure the quality of the information
provided by the customer during site visits and in interviews with project
staff and relevant stakeholders.

The assessed environmental impact is benchmarked against rele-
vant laws, regulations and standards. NIB may also give advice regarding
clients’ prospective projects to enhance their overall environmental and
sacial performance. After dishursement, the Bank follows the performance
of borrowers’ projects based on agreed reporting criteria. The need for
sustainability monitoring is assessed as part of NIB’s environmental and
sacial review. In 2016, NIB adopted a framewaork for the ex-post man-
date assessment process to examine the implementation and results of
financed projects.

NIB is also making an effort to include environmental considerations in its
procurement process, and, whenever possible, chooses to purchase environ-
mentally friendly products and services that contribute to energy efficiency
and pollution prevention. This may include office supplies, IT equipment, and
transport and cleaning services. The Bank aims to engage suppliers who
follow best practices in environmental and social management.Read more
about internal environmental management in Ecological footprint.

Social aspects

The projects NIB finances have, in many cases, both direct and indirect
sacial impacts. This includes projects in healthcare and education, as well
as other investments that contribute to prosperity and the development of
human capital.

Further, the Bank emphasises good management of human resources.
Respect for workers’ rights and freedom of association are seen as basic
elements of good business practice. NIB does not tolerate discrimination
based on gender, race, nationality, ethnic origin, religion, disahility, age or
sexual orientation, internally or in any of the projects it finances. When a
risk of any type of discrimination is identified in a financed project, a review
by a third-party expert may be performed.

Furthermare, NIB requires its clients to comply with international
standards for the employment of minars. The use of forced labour is not
accepted by NIB. Sound management of health and safety issues amaong
workers and communities is essential for the productivity and efficiency of
the business, as is respect for their livelihoods.

As an employer, NIB has introduced an Equality and Diversity Plan to
specify the aims and practical actions to be taken in order to promote a
balanced warking environment free from harassment or discrimination. The
Bank actively strives, with due regard to available resources and other rele-
vant circumstances, to encourage both women and men to apply for vacant
positions, and to create opportunities that are as equal and equitable as
possihle for employees in respect of training and promotion. Read mare
about the Bank’s human resource practices in Working at NIB.

Corporate governance

NIB pursues integrity, transparency and accountability in all its operations
and activities. The Bank commits itself to act as a good corporate citizen,
and promotes openness and good governance in its operations.

NIB aims to maintain an open dialogue with its stakehaolders, and to

improve its interactions with key interested parties.

Further, the Bank has adopted a zero-tolerance attitude towards
corruption and fraud. NIB’s staff and the members of its governing bodies
regularly attend anti-corruption training to ensure that the Bank’s codes of
conduct are well understood and complied with. Read more about integrity

and anti-corruption.
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SUSTAINABILITY MANAGEMENT

Dialogue with stakeholders

NIB strives to maintain a constructive dialogue with its key
counterparties. The Bank’s stakeholders are its staff, customers,
investors, political decision-makers and public administrations,
non-governmental organisations, the media and the general public in

the Nordic and Baltic member countries.

During 2017, NIB engaged in a number of activities:

ALMEDALEN WEEK | NIB arranged a panel discussion titled “Financing the
green transition - what is needed for real change?” at Aimedalen Week

on the Baltic Sea island of Gotland on 3 July. Aimedalen is considered the
most important public forum for social and political exchange in Sweden.

NIB GREEN INVESTOR EVENT | On 12 September, the NIB Green Investor
Event was held in Sweden. Once a year, the Funding team invites investors

in NIB Environmental Bonds to visit projects they help finance. This year,
the participants visited Fortum Varme’s comhined heat and power plant in
Stockholm and Vasakronan’s green office building under construction in
Uppsala.

POLITICS AND ECONOMICS OF BREXIT SEMINAR | NIB’s President & CEO
Henrik Normann spoke at the seminar “Politics & Economics of Brexit” in
Helsinki on 19 September. The event was co-organised by the Swedish-Finn-
ish Cultural Centre, the Finnish-British Society and the British Embassy.

At NIB’s panel discussion “Financ-
ing the green transition: What's
the colour of maney?” at COP23
in Bonn. From left: Eskao Kivisaari,
Thomas Wrangdahl, Doris Kramer,
Kristina Alnes, Jukka Ahonen.
Photo: NIB/Joel Sheakoski.

EBRD SEMINAR | On 2 October, Henrik Normann participated together with
Suma Chakrabarti, President of the European Bank for Reconstruction and
Development (EBRD]), in the seminar “Building successful economic tran-

sition”. The seminar was organised by the Bank of Finland and the Finnish
Ministry of Finance.

NORDIC COUNCIL SESSION | From 30 October to 2 November, NIB was also
present at the 63th Session of the Nordic Council, held at the Parliament
House in Helsinki, where the programme for the upcoming Council Presi-
dency of Sweden in 2018 was presented.
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COP23 | On 14 November, NIB co-hosted the Nordic Finance Day at the UN
Climate Change Conference COP23 in Bonn, Germany. The event was held
at the Nordic Pavilion and arranged in cooperation with NEFCO and NDF.
The central event of the day was the panel discussion on “Financing the
green transition: What's the colour of money?”

BIOECONOMY INVESTMENT SUMMIT | NIB also supported the Bioeconomy In-
vestment Summit, held in Helsinki on 14-15 December. The event discussed
the potential contribution of the hioeconomy to a more sustainable future,
and was part of the centenary celebrations of Finland’s independence.

NIB's added value according to stakeholders

Ongoing dialogue

As an ongoing general practice and as defined in NIB’s Public Informa-
tion Policy, the Bank publishes information on all agreed loans, including
information about the borrower, the loan sum, its maturity and a project
description on its website. The degree to which the loan projects com-
ply with the Bank’s mission is published as well. Buring 2017, NIB signed
55 new loan agreements.

NIB classifies all loan projects with potential negative social or envi-
ronmental impacts as Category A projects. Such projects must undergo a
full environmental impact assessment (EIA). The ElAs are made publicly
available on NIB’s website at www.nib.int for a period of 30 days. This allows
our stakeholders to give their opinions before the Bank makes a decision on
financing the project.

LENDING CUSTOMERS:
+ A good source of long-term, competitive funding
+ Areliable partner that adds credibility to projects
- Understands the local market

INVESTORS:
+ A provider of high-quality, low risk investments
- Diversification
+ Green bonds

PAON

AN

PUBLIC AUTHORITIES:
 Knowledge and expertise
+ The possihility for environmental investments
+ Promotes the interests of the Nordics and Baltics

In 2017, NIB published information about ten Category A projects, and
received no responses. NIB eventually signed loan agreements with two of
the Category A projects during the year.

In line with its Public Information Policy, NIB actively and regularly
seeks feedback from key target groups on their awareness of the Bank
and its reputation, the impartance of sustainahility matters and NIB’s
added value. This is done by conducting a thorough stakeholder survey
every three years. The next survey will be conducted in 2018.

NIB Activity Report 2017


https://www.nib.int/news_publications/cases_and_feature_stories/2199/nib_at_cop23_customers_see_opportunities_in_green_financing
https://www.nib.int/news_publications/cases_and_feature_stories/2199/nib_at_cop23_customers_see_opportunities_in_green_financing

A
N:B

Year 2017 Sustainability Operations

Governance GRI Reporting < :I_ 7 > —

SUSTAINABILITY MANAGEMENT

Customers

Investors

Political decision-makers
and public administrations

NGOs

Media

General public

Staff

Private and public companies, institutions, - Visits, meetings, seminars, email correspondence,
municipalities, sovereign countries, banks and other newsletters

IFls

Central and commercial banks, pension and insurance - Bilateral meetings, investor events, newsletters, seminars,
funds, asset managers and government entities canferences, webh-based communication

State representatives in Denmark, Estonia, Finland, - Our owners gavern NIB via representatives on the Board
Iceland, Latvia, Lithuania, Norway, and Sweden, aswell  of Governors [BoG], Board of Directors [BoD] and Control
as other selected countries where NIB operates Committee (CC].

Non-governmental organisations raising awareness of - Publishing information on loans signed
ways to protect the environment - Inviting comments to loan projects with potentially extensive
environmental impacts, known as Categary A projects

Mainly the local and financial media - Press releases about signed loans, electronic newsletters,
emails and hilateral meetings with press representatives

Everyone interested in NIB’s operations - Meetings, website, newsletters, printed information
material, online annual reporting, social media and emails

NIB is headquartered in Helsinki and had 193 - Meetings, intranet, monthly plenum, induction for new
employees at year-end 2017. employees, in-house training

- 55 new loans signed
- More than half of loans to new customers
- SMEs reached via 11 new loans to financial institutions

- Issuance of two USD benchmark bonds
- Issuance of seven NIB Environmental Bonds

- BaD held 8 regular meetings and 3 online meetings
- CC held 2 meetings.
- Participation in Aimedalen, COP23

- Contributions to NGOs warking to protect the Baltic Sea in the form of expertise and
donations
- Answering requests for information about NIB's activities

- Interviews with NIB’s directors and experts
- Answering questions from the media
- Offering background information to journalists writing about green investments

- Staff giving presentations about NIB and its mission to various student groups and NGOs
- Dialogue via info@nib.int
- Continuation of the “Raising the Bar” training programme

- New “peer training” initiative
- Manthly plenary meetings

NIB Activity Report 2017
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Jperating environment

In 2017, the global economy recorded its
strongest performance since 2011. Overall
growth proved to be remarkably resilient to
geopolitical uncertainty. It was mainly the
broad-based nature of growth drivers—both

geographically and by sector—that impressed.

In the euro area in particular, industrial activity and fixed investments
finally improved, which bodes well for corporate lending. Corporate profit
growth was robust, sustaining an aging rally in the equity market. Em-
ployment growth was remarkahle and the sentiment was buoyant. From a
historical perspective, defaults were very low.

Inflation remained subdued, allowing central banks to either maintain
their monetary stimulus or very gradually withdraw it. On the downside,
many assets, including stocks and bonds across advanced economies
as well as some regional pockets of real estate, appear overvalued, while
volatility remains worryingly low.

In the Nordic-Baltic region, it was most notably the Finnish economy
that turned a corner. The positive development was supported by global
trade momentum, strong consumer sentiment and construction activity.

Denmark’s recovery, which had heen slow, picked up momentum as well,

and broadened from household spending to exports, business investment
and corporate credit.

Euro area employment
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The strong expansion of the Swedish economy continued. Industry con-
fidence and residential construction were at secular highs, while industrial
investment rebounded from a decline in 2016.

Recovering from declining oil-related activity, the Norwegian economy
picked up momentum. Mainland fixed investments expanded, as did exports
of non-energy goods, supported by favourable currency exchange rates.

Unsurprisingly for small, open economies, a pick-up in exports boosted
the economies of Iceland (including tourism] and the Baltic countries. The
Baltic countries even outperformed expectations, with Latvia at the top
of the growth league. Further, Iceland and the Baltic countries recorded
strong growth, typically in the double digits, in fixed investment.

Overall, the economic backdrop was supportive in 2017. However, a
number of risks still lsiom. Commercial lending standards and creditor
protection have eroded as a result of the global chase for yields. Labour
markets have tightened, which could result in inflationary pressure points,
particularly in smaller economies. The room for countercyclical fiscal or
monetary stimulus is limited. Increasingly, the focus is drawn to the ques-
tion of when and how the credit cycle will turn.

Looking ahead

Nonetheless, there are valid reasons for an optimistic outlook on 2018. The
economic upswing in 2017 was the most broadly based since the global
financial crisis. Cyclical trade momentum will slow down but stay pasitive.

Real GDP, Finland
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Monetary policy will remain suppartive. Aside from a few weaker countries,
emerging markets have been resilient. The drag from deleveraging—from
carporates, households, and governments—will continue to fade in the euro
area. Fiscal stimulus will provide a near-term boost in the U.S.

Overall, the outlook for the Nordic-Baltic countries is positive. The
regional economies are characterised by their integration into global man-
ufacturing supply chains and are, to varying degrees, dependent on primary
goods exports.

We expect a slight but synchronised slowdown in the Nordic economies,
with overall growth of 2.0-2.5% in 2018. Real GDP growth in the Baltic
economies is concurrently expected to slow, from 4.0% to 3.5%, with fixed
investment continuing to expand at a solid pace.

Undoubtedly, elevated debt and high asset prices are cause for concern
in certain markets. Along with well-known geopolitical risks, these warrant
attention as plausible triggers for increased financial volatility and a nega-
tive turn in the credit cycle.
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Lending

As a mission-driven bank, NIB provides
long-term financing to projects that
improve the competitiveness of its member
countries through productivity growth and
environmental benefits.

NIB assesses the mission contribution of all financed projects and rates
them on a scale according to a methodology developed by the Bank. Only
projects with sufficiently high rating qualify. Of all new loans agreed, 97%
reached a “good” or “excellent” mandate rating in 2017. During the year,
the Bank initiated a process to update this mandate rating framework.

In 2017, NIB’s Board of Directors approved 76 loans totalling
EUR 5.2 billion. The Bank agreed on 55 loans and invested in nine green
bonds. Aggregated, this amounts to EUR 3.8 hillion. Disbursements were
EUR 3.1 billion. The Bank continued to broaden its client base with half of
the loans being made to new borrowers.

The total amount of loans outstanding increased to EUR 17.2 hillion by
the year-end 2017, up from EUR 16.6 billion the previous year. No guaran-
tees were outstanding at the end of the year.

Arecently introduced process for carrying out ex-post assessments
of projects financed by the Bank was advanced with 14 assessments pre-
sented during 2017. The assessment is, as a rule, made three years after
commissioning of the financed investment project.

The Bank’s strategic lending to the Baltic member countries was em-
phasized during 2017, with loans and green bond investments increasing
to EUR 202 million (from EUR 10 million in 2016]. NIB’s arctic lending also

developed satisfactorily and further results were achieved in reaching out
to midcap companies.

NIB continued investing in green bonds issued by companies or munic-
ipalities in the member countries, within the framework of EUR 500 million
approved in 2016. The purpose of this approach is to support the develop-
ment of the green bond market, finance environmental investments and
promote good standards. In 2017, NIB invested in nine bond transactions,
bringing this portfolio to a total of EUR 283 million by the year-end.

Lending areas

Infrastructure, transportation and telecom: In 2017, this lending area
was the largest, representing 42% of all loans agreed with a total of
EUR 1,620 million.

Lending to municipal and social infrastructure projects included new
facilities for healthcare, such as hospitals and healthcare centres, and
education facilities, ranging from day care centers and schools to universi-
ties. In the transport sectar, NIB financed several airport enlargements and
highway construction projects, as well as urban transport improvements.
Financing for the telecommunications sector comprised investments in the
research and development of new technology.

Industries and services: Lending in this business area amounted to
EUR 972 million, equalling 26% of all loans agreed during 2017.

Half of the loans co-financed industrial research and development pro-
jects and continued NIB’s support for productivity growth through state of
the art technology. The other main area was the financing of investments
in building construction and refurbishments for industrial and commercial

"The Bank continued to
broaden its client base
with half of the loans being
made to new borrowers.”

W/l

FUR 3.8 bn

in loans agreed and
green bond investments
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"NIB invested in nine
green bond transactions
by companies and
municipalities.”

W/l

FUR 283 m

invested of EUR 500 m
green bond facility

purposes. NIB requires the building projects it finances to be certified on
the highest level of selected environmental certification schemes. The new
lending also comprised corporate acquisitions.

Financial institutions and SMEs: The total amount of agreed loans in this
business area was EUR 658 million, which is equivalent to 17% of all loans
agreed.

NIB agreed eleven loans to banks and other financial institutions in
Denmark, Finland, Iceland and Norway. The funding is channelled onwards
to clients of these intermediaries, mostly to small and medium sized
enterprises. In this way, NIB is able to reach out to an important segment
of the economy. A loan was also agreed with NIB's sister institution, the
Nardic Environment Finance Corporation [NEFCQ]. This first ever borrowing
by NEFCO will be used to fund energy efficiency investments in Ukrainian
universities.

Energy and environment: This business area accounted for 15% of the
agreed loans, totalling EUR 562 million.

The ten loans and eight green bond investments were mainly distribut-
ed towards improved wastewater treatment. New stricter requirements and
aging installations are triggering increased investments in this sector. In
the energy field, NIB financed investments in electricity transmission and
distribution networks, frequently including an introduction of smart me-
tering systems. In addition, the Bank extended financing for investments in
hydropower and district heating. NIB also invested in green bonds issued by
member country municipalities, which finance investments in cross-sector
energy efficiency and environmental programmes.

Other activities

NIB participated as an observer to the EU High-Level Expert Group on
sustainable finance, which published its report in January 2018. The report
gave a substantial number of recommendations for policy and legislative
reforms in order to channel mare financing towards sustainable invest-

ments. The group proposes, among other things, that a European taxono-
my of sustainable assets be developed.

NIB also participated as a member of the Executive Committee of the
Green Bond Principles and Social Bond Principles, the latter being intro-
duced in 2017.

In 2017, the Northern Dimension partnerships in which NIB partic-
ipates, the Environmental Partnership (NDEP) and the Partnership on
Transport and Logistics [NDPTL], did not generate any new projects
involving NIB.

Loans agreed in 2017
(including Lending Green Bond purchases)
%, by business areas

M 42% Infrastructure,
transportation and telecom

M 26% Industries and services

M 17% Financial institutions
and SMEs

15% Energy and environment
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LENDING

CASE: STOCKHOLM, SWEDEN

City of Stockholm

NIB and the City of Stockhaolm signed a ten-year loan agreement of

SEK 1,500 million (EUR 158 million) to double the capacity of the city’s
Henriksdal wastewater treatment facility. This will make Henriksdal the
warld’s largest underground wastewater treatment plant, as well as the
largest membrane hioreactor technology facility. This is the second loan
agreement established between NIB and the City of Stockhalm for the
same project. The first, a SEK 3 hillion loan agreement, was approved in
2016. The loans will have a positive effect on the Baltic Sea environment.

Read mare on our webpage.

Photo: Kari Kohvakka
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LENDING

CASE: STAVANGER, NORWAY

Sparebank 1 SR-Bank ASA

NIB and Sparebank 1 SR-Bank ASA in Stavanger signed a six-year loan
programme of EUR 120 million to finance investments and environmen-
tal projects for small and medium-sized enterprises (SMEs] and small
mid-caps. The projects funded under the loan programme are required to
fulfil NIB’s mandate criteria. This is NIB’s second financing facility for small
businesses and environmental projects in Norway with Sparebank 1 SR-
Bank. The previous programme of the same amount was launched in 2014
and is fully allocated.

Read mare on our webpage.
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LENDING

CASE: HORSHOLM, DENMARK

Chr. Hansen Holding A/S

NIB and the Danish bioscience company Chr. Hansen Holdings A/S signed
a EUR 50 million loan for the company’s 2017-2018 R&D programme.

Chr. Hansen Halding's research and development programme focuses on
process optimisation and development of new innovative products. The
programme includes more than 100 R&D projects, half of which are in the
fresh dairy and cheese sectar. The five-year maturity loan from NIB will
fund part of the programme’s EUR 150 million budget. The loan will benefit
competitiveness by adding value to in-house capacity and bioscience
innovations.

Read mare on our webpage.

NIB Activity Report 2017


https://www.nib.int/loans/agreed_loans/572/chr._hansen_holding_a_s

A
NiB Year 2017 Sustainability

Operations

Governance

GRI Reporting

< 2B > =

LENDING

CASE: VARKAUS, FINLAND

Kainuu Social and Health Care Authority

NIB and Kainuu Social and Health Care Authority signed a 30-year loan
agreement of EUR 76 million for the construction of a new central hospital
of Kainuu region in eastern Finland. The loan will finance the construction
of the main hospital building and a logistics terminal. Further, although

the new hospital complex will have a larger gross area than the existing
facilities, the overall energy use will decrease by at least 25%. Construction
started at the beginning of 2017 and is scheduled to be completed in 2021.

The investment will help Kainuu regional hospital introduce state-of-the-art
healthcare models and increase productivity, while reducing costs, also due

to better energy efficiency.

Read mare on our webpage.

Visualisation: Kainuu Sacial and Health Care Authority
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LENDING

CASE: VILNIUS, LITHUANIA

Lithuanian Airports

NIB and Lithuanian Airports signed a 15-year loan agreement totalling
EUR 29.6 million to co-finance upgrades to three of Lithuania’s airports:
Vilnius, Kaunas and Palanga. The aim is to improve safety, increasing ser-
vice capacity and reducing the environmental impact of the airports.

The modernisation of these international airports will improve the safety of
air transport. This is an important condition for a growing open economy to
attract international financial and human capital and stay competitive. NIB

supports the improvements, because they will also introduce mare environ-
mentally friendly technologies in dealing with airfield operations.

Read mare on our webpage.

Lithuanian Airports
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Loans agreed 201/

Husgvarna AB [Sweden]

Swedavia AB [Sweden)

Nardic Environment Finance Corporation (NEFCQO] (International)

Ryfast AS (Norway]
Copenhagen Airports A/S [Benmark]

Nooa Saastdpankki Oy (Finland)

William Demant A/S (Denmark]

Telefonaktiebolaget LM Ericsson [publ] (Sweden]

Municipality of Taby (Sweden)
Posten Naorge AS (Norway])

City of Tartu (Estonia)

Volvofinans Bank AB [publ] (Sweden)

Landsnet hf. (Iceland]

Sparebanken Bst [Norway]

Glitre Energi AS (Norway)

Research and development investments in 2017-2018.

Construction of a new pier at Arlanda Airport, Sweden.

Renovation for better energy efficiency in university buildings in Ukraine.
Construction of undersea tunnels in Rogaland county, Norway.

Capacity investments at Copenhagen Airport, Denmark.

Loan programme for onlending to SMEs and environmental projects in
Finland.

Research and development costs in 2017.

Research and development programme for S5G wireless technology
development during 2018-2020.

Construction of a town hall and other public infrastructure.
Expansion of Posten Norge's logistics centre in Alnabru, Norway.

Municipal investments in upgrade of roads and renavation of schools and day
care centres.

Loan programme for onlending to SMEs and mid-cap companies in Sweden.

Construction of overhead transmission lines and strengthening the
transmission network in Iceland.

Loan programme for onlending for passive- and low-energy housing
projects, acquisition of electric and hybrid cars and SME investments in
south-eastern Norway.

Introduction of advanced metering and power grid upgrades in Buskerud,
Norway.

Industries and services

Infrastructure, transportation and telecom
Financial institutions and SMEs
Infrastructure, transportation and telecom
Infrastructure, transportation and telecom

Financial institutions and SMEs

Industries and services

Infrastructure, transportation and telecom

Infrastructure, transportation and telecom
Industries and services

Infrastructure, transportation and telecom

Financial institutions and SMEs

Energy and environment

Financial institutions and SMEs

Energy and enviranment
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LENDING

Deutsche Leasing Sverige AB (Sweden)

Kainuun sosiaali- ja terveydenhuallon kuntayhtyma (Finland)
Siun Sote Kuntayhtyma (Finland]

Sparebank 1 SR-Bank ASA [Norway)

Nord-Trendelag Elektrisitetsverk Holding AS (Norway)

Sparebank 1 @stlandet (Norway]

Naorth Estonia Medical Centre Foundation (Estonia)

City of Porvoo (Finland]

Sparebanken Sor (Norway)

Municipality of Kristianstad (Sweden)

Municipality of Knivsta (Sweden]

Ringkjebing Landbobank A/S (Denmark]

City of Stockholm [Sweden)

VAS Latvijas Dzelzce|s$ [Latvia)

City of Uppsala [Sweden)

Loan programme to finance leasing and lending to SMEs and small mid-caps
in NIB’s member countries.

Construction of a hospital in Kajaani, eastern Finland.
Expansion of a hospital in Joensuu, eastern Finland.

Loan programme for onlending to investments and environmental projects of
SMEs and small mid-cap companies in Norway.

Construction and rehabilitation of hydropower plants and replacement of a
dam in central Norway.

Loan programme for onlending to SMEs and environmental projects in
eastern Norway.

Maodernisation and expansion of a hospital campus in Tallinn, Estonia.

Construction and reconstruction of school and pre-school buildings in
Porvoo, southern Finland.

Loan programme for onlending to SME investments and enviranmental
projects in southern Norway.

Expansion of a central wastewater treatment plant and network,
construction and upgrade of fresh water plants in Kristianstad, southern
Sweden.

Construction of schoal and sport facilities in Knivsta, east-central Sweden.
Loan programme for financing environmental projects and SMEs in Denmark.

Expansion of a wastewater treatment plant and construction of a sewer
tunnel in Stockholm, Sweden.

Modernisation of locomotives.

Improvements to wastewater treatment, water supply and waste
management infrastructure in Uppsala, east-central Sweden.

Financial institutions and SMEs

Infrastructure, transportation and telecom
Infrastructure, transportation and telecom

Financial institutions and SMEs

Energy and environment

Financial institutions and SMEs

Infrastructure, transportation and telecom

Infrastructure, transportation and telecom

Financial institutions and SMEs

Energy and environment

Infrastructure, transportation and telecom

Financial institutions and SMEs

Energy and environment

Infrastructure, transportation and telecom

Energy and environment

NIB Activity Report 2017



A
N:B

LENDING

Year 2017

Sustainability Operations

Governance

GRI Reporting

< 30 >

Rigas Satiksme SIA [Latvia)

Keski-Suomen sairaanhoitopiiri (Finland)
Vegfinans E18 Telemark AS [Norway]

Chr. Hansen Holding A/S (Denmark]
Vegfinans E6 Gardermoen-Moelv AS (Norway)
City of Gothenburg (Sweden)

SP Group A/S [Benmark]

Landsbankinn hf. (Iceland)

Skanska Financial Services AB [Sweden)

Hoéganas Holding AB (Sweden)

Lidl Suomi Ky (Finland)
Lithuanian Airports (Lithuania)

Government through Ministry of Finance [China)

Municipality of Kungalv (Sweden]

Municipality of Gavle (Sweden)

Klaipedos Nafta AB (Lithuania)

Purchase of hydrogen-fuelled vehicles and low-floar trams as well as
investment in low-floor tram infrastructure in Riga, Latvia.

Construction of a hospital in Jyvaskyla, central Finland.

Construction of an E18 motorway section in Telemark County, Norway.
Research and development investments in bioscience innovation.
Expansion of the E6 motorway in Hedmark County, Norway.
Construction of the Hising Bridge in Gothenburg, western Sweden.
Investments to support mid-cap growth.

Loan programme for onlending to investments and environmental projects of
SME's in Iceland.

Construction of five LEED Platinum certified office buildings in Paland.

Research and development programme during 2017-2021 and capital
expenditure.

Construction of a warehouse and investments in new Lidl stores in Finland.
Investment programme to upgrade the country’s three airports.

Loan programme for onlending to projects fulfilling NIB’s mandate in
selected sectors of the Chinese economy.

Upgrade of water supply and wastewater treatment in Kungalv,
south-western Sweden.

Extending freshwater supply and wastewater collection networks to new
residential areas in Gavle, eastern Sweden.

Construction of a reloading station for liqguefied natural gas and extension of
an oil terminal at the port of Klaipeda, Lithuania.

Infrastructure, transportation and telecom

Infrastructure, transportation and telecom
Infrastructure, transportation and telecom
Industries and services
Infrastructure, transportation and telecom
Infrastructure, transportation and telecom
Industries and services

Financial institutions and SMEs

Industries and services

Industries and services

Industries and services
Infrastructure, transportation and telecom

Financial institutions and SMEs

Infrastructure, transportation and telecom

Infrastructure, transportation and telecom

Infrastructure, transportation and telecom
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Vasakronan AB [Sweden)

Municipality of Varberg (Sweden)

Akademiska Hus AB [Sweden]
Elekta AB (Sweden)

Jyvaskylan Seudun Puhdistamo Oy (Finland])

Municipality of Angelholm [Sweden)
Valio Oy (Finland]
Wartsila Corporation (Finland]

Njudung Energi Savsjd AB (Sweden)

Construction and renovation of green buildings in Stockholm and
Gothenburg, Sweden.

Construction of a pipeline to increase wastewater treatment capacity in
Varberg, western Sweden.

Construction of four university facilities in Sweden.
Research and development investments 2016-2020.

Refurhishment and expansion of the Nenainniemi wastewater treatment
plant in Jyvaskyla, central Finland.

Improvements in wastewater treatment in Angelholm, western Sweden.
Research and development programme for 2016-2020.
Acquisition of Eniram Oy and American Hydro.

Constructing a hiofuel-fired district heating boiler in Savsjd, southern
Sweden.

Industries and services

Energy and environment

Infrastructure, transportation and telecom
Industries and services

Energy and environment

Energy and environment
Industries and services
Industries and services

Energy and environment
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lreasury

Capital markets
NIB continues to be a leading issuer of USD global benchmarks and seeks
to take advantage of favourable market conditions, adapting its borrowing
operations to investor preferences in terms of currency, maturity, liquidity
and structures.

In 2016, the Bank decided to convert its one-way credit support annexes
to bilateral agreements with counterparties. This project was finalised in 2017.

Borrowing

During 2017, NIB borrowed EUR 5.9 billion through 58 bond transactions in
twelve currencies. This was the second largest funding programme in the
Bank’s history.

Two of the transactions were USD glohal benchmark issuances, a
five-year issue for the amount of USD 1.25 billion issued in January and a
three-year issue for the amount of USD 1.0 billion issued in August. The two
USD benchmarks achieved well oversubscribed order books.

For collateral purposes, the Bank also issued a two-year USD 500 million
transaction. USD represented the largest currency, making up 44% of the
total funding.

The Bank’s member country currencies (EUR and Nordic currencies)
represented 29% of the total issuance in 2017, which is the highest per-
centage historically. Issuance in these currencies reduces the requirement
for using currency swaps.

During 2017, the Bank increased an outstanding GBP transaction two
times, with a total of 550 million, taking the new total to GBP 800 million.
The Bank also issued four public transactions in AUD of a total of
AUD 270 million.

Due to NIB’s USD global benchmark strategy, the USD is still the most
important funding currency. However, the share of USD currency decreased
from 47% in 2016 to 43% of all outstanding borrowing in 2017. EUR be-
came the second biggest currency with a share of 12%, an increase from
9% in 2016.

Borrowings outstanding
Currency distribution
%

New borrowings in 2017
as of 31 Dec 2017
%, distribution by currency

' 4

Il 44% USD
M 16% SEK
M 14% EUR
11% GBP
Il 9% NOK
6% Other

50
40
30
20
10
0 [] [ ] [ ] ] — — -
usD AUD EUR NZD NOK GBP SEK Other
. 2016
2017
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TREASURY
Investors New borrowings
NIB’s borrowing in the global financial markets attracted interest from a L;WESW distribution
well-diversified investor base during 2017. The two biggest investor types o 0
represented during 2017 were banks with 28%, and central banks & official
institutions with 27%. Asset managers represented 17% and pension and 30
insurance 16%. NIB saw increased demand from the retail sector in 2017
(12%) compared to 2016 (1%)]. 20

The geographical investor distribution improved during 2017. The share
of investors from Europe decreased from 44% in 2016 to 29% in 2017, 10
and were replaced with new investors coming from Japan, other Asian . -
countries and the Nordics. The increase in Japanese investars relates to 0 - —

Central banks / Official institutions Pension and insurance Asset managers Banks Retail Others

demand from retail investors looking for safe investments outside Japan.
The increase in Nordic investors mainly relates to Swedish Asset Managers
and Pension Funds buying NIB Environmental Bonds.

W 2016
2017

New borrowings
Geographical distribution

%
50

40

30

20

10

B

Europe (excl. Nordic)

H 2016
2017

Asia (excl. Japan)

Japan

Americas

Nordic

Oceania

Africa & Middle East
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NIB Environmental Bonds

During 2017, NIB further anchored its position .
as the biggest Nordic issuer of green bonds— NiB
and one of the leading issuers of green bonds

globally—by issuing seven NIB Environmental

Bonds totalling EUR 920 million.

The NEBs issued during 2017 include an increase of EUR 500 million to
an outstanding 2024 transaction (taking the total to EUR 1 billion), a
new 2022 line of SEK 2.5 hillion, and an increase of SEK 1.5 hillion to an
outstanding 2023 line (taking the total to SEK 3 hillion). In addition, two
smaller private placements in the Indian rupee [INR] and Brazilian real
[BRL) were issued.

NIB Environmental Bond issuance 2011-2017

EURm

1000

800

600 —

400 — —

200 — —

0

NIB Environmental Bond Report 2017/

11 12 13 14 15 16 17 The NIB Environmental Bond Report 2017 is published here.
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TREASURY

Liguidity

At the end of 2017, NIB had a survival
horizon of 417 days, equivalent to maore than
13 months.

The survival harizan is the period during which the Bank is able to fulfil all
payment ohligations from ongoing business operations in a severe stress
scenario without obtaining new funding. NIB’s target for survival horizan is
12 months.

To mitigate liquidity risk the Bank holds a sizeahle liquidity buffer of
sellable bonds and money market instruments. It is mainly invested in EUR,
USD and the Nordic currencies. At the end of 2017, the buffer amounted to

EUR 10,454 million, of which 36% was held as cash in short-term money
market instruments, and 64% was held in bonds with longer maturities.

The liquidity buffer must fulfil the quality requirements stipulated in
NIB’s Liquidity Policy to ensure that the buffer maintains market value,
sufficient liquidity under severe market conditions, and high asset quality.

At year-end, 83% of the liquidity buffer was warehoused in high-quality
liguid assets (HQLA), 85% of the assets were eligible as repo collateral in
one or several central banks, and 95% belonged to the top four internal
rating categories.

Furthermare, the Bank fulfilled the liquidity coverage ratio (LCR) and net
stable funding ratio [NSFR] requirements specified in the Capital Require-
ments Regulation of the European Union.

Counterparty risk class in 2017
as of 31 Dec 2017
%, distribution by risk class
W 50% AAA
W 23% AA+
8% AA
W 14% AA-
3% A+
M 2%A
0% A-

Lower risk classes below 1%
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TREASURY

Asset liability management

The Asset and Liability Management [ALM]
unit manages NIB’s market risks on the
balance sheet. ALM also handles daily cash,
including collateral management, and
calculates transfer pricing between the
treasury and lending operations.

In 2017, the Bank disbursed new loans of EUR 3,147 million and obtained
new funding of EUR 5,943 million.

Short-term money market instruments decreased from EUR 4,361 mil-
lion in 2016 to EUR 3,740 million in 2017. The amount covers the expected
net cash outflows of the coming three manths. Reverse repaos (collater-
alised placements] are actively used by the ALM unit to reduce the total
treasury counterparty exposure.

By the end of 2017, NIB had received cash collateral of EUR 547 million and
given cash collateral of EUR 899 million for a net given collateral position of
EUR 352 million.

In total, the balance sheet decreased from EUR 30,178 million at
the end of 2016 to EUR 29,853 million at the end of 2017. In 2017, ALM
contributed EUR 31.8 million to NIB in net interest income earnings, the
highest result in five years.

Money market instruments in 2017
as of 31 Dec 2017
%, distribution by instrument

Il 2% Cash accounts with
Financial Institutions

M 27% Term Deposits with
Financial Institutions and
Central Banks

M 64% Repurchase Agreement
with bonds as collateral
7% Commercial Paper,
Certificate of Deposits
and T-bills
0% Bonds (including
collateral bonds received)

Other instruments less than 1%
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Portfolio management

The Portfolio Management unit manages the
liquidity portfolio of sellable bonds. Bonds may
be sold or lent for short term cash operations.

The market value of the managed portfolio marginally increased from

EUR 6,736 million at the end of 2016 to EUR 6,714 million at the end of
2017. The liquidity portfalio included bonds held both at amortised cost and
at fair value, and with floating and fixed-rate coupons.

In 2017 the allocation of Nordic currencies increased, especially DKK
denominated investments. This diminished the shares of the largest
currencies EUR and USD, and supported the further diversification of the
portfolio.

The allocation to bonds issued and guaranteed by sovereigns decreased
approximately 2.5%, but the share of investments in the top four rating
categories increased.

Bond instruments in 2017
as of 31 Dec 2017
%, distribution by instrument

/ Il 21% Sovereign and sov.
guaranteed agencies
B 20% Pubhlic sector
41% Covered bonds
W 17% Financials
1% Asset backed securities
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Capital structure

NIB’s capital base consists of authorised
capital subscribed by the member countries
and reserves accumulated through internal
profit generation.

The Bank’s authorised capital was EUR 6,141.9 million as of 31 De-
cember 2017. The paid-in capital at the end of the year amounted to

EUR 418.6 million. The remainder of NIB’s authorised capital is subject to
call if the Bank’s Board of Directors deems it necessary for the fulfilment of
the Bank’s debt obligations.

The Bank’s equity consists of the paid-in portion of the authorised cap-
ital and accumulated reserves. As of 31 December 2017, the Bank’s equity
amounted to EUR 3,456.3 million. Further information on the composition
of the Bank’s equity is provided in the Statement of financial position and
the Statement of changes in equity in the Financial Report.

NIB’s member countries have subscribed to the Bank’s authorised capi-
tal and guaranteed the special loan facilities mentioned below in proportion
to their gross national incomes. The countries’ share of the authorised
capital is shown on the map of member countries.

Member countries

Share of autharised capital and rating by credit rating agencies
Moody's and Standard & Poor’s as of 10 January 2018.

Iceland
0.9% A3/A

Norway
21.5% Aaa/AAA

Sweden
34.6% Aaa/AAA

Denmark
21.1% Aaa/AAA

Finland

17.7% Aal/AA+

Estonia
0.9% A1l/AA-

Latvia
1.3

Lithuania
2% A3/A-

A3/A-

The Bank’s ordinary lending ceiling corresponds to 250% of the au-
thorised capital and accumulated general reserves. After the appropriation
of profits from the financial year 2017, in accordance with the proposal
made by the Board of Directors, the ordinary lending ceiling amounts to
EUR 21,697 million.

In addition to ordinary lending, NIB has two special lending facili-
ties. First, the Project Investment Loan facility (PIL), which amounts to
EUR 4,000 million. The member countries guarantee 90% of each loan
under the PIL facility up to a total amount of EUR 1,800 million.

However, the Bank will assume 100% of any losses incurred under an indi-
vidual PIL loan, up to the amount available at any given time in the Special
Credit Risk Fund for PIL. Only thereafter would the Bank be able to call in
the member countries’ guarantees. Each member country’s share of the
guarantee amount is shown in Note 11 in the Financial Report.

The second special facility, the Environmental Investment Loan facility
(MIL), has a statutory ceiling of EUR 300 million. The Bank’s member coun-
tries guarantee 100% of loans outstanding under the MIL facility.

Following a call on the guarantees in 2014 and 2016, the member
countries’ total guarantee liabilities as of year-end 2017 amount to
EUR 266 million. Each member country’s share of the total guarantee liabil-
ities is also shown in Note 11 in the Financial Report.

In view of the Bank’s solid capital paosition, the high quality of its assets,
its sound liquidity and fulfilment of its public policy mandate, the lead-
ing international rating agencies, Standard & Poor’s and Moody'’s, have
accorded NIB the highest possible credit rating, AAA/Aaa, for long-term
obligations and A-1+/P-1 for short- term ohligations.

NIB first obtained the highest possible credit rating in 1982. The Bank
has continuously maintained this credit rating since then.
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bovernance structure

The Nordic Investment Bank was established on 4 December 1975 through an intergovernmental treaty between
Denmark, Finland, Iceland, Norway and Sweden. As of 1 January 2005, Estonia, Latvia and Lithuania became
members of the Bank on equal terms with the original member countries.

NIB is governed by the Agreement concerning the Nordic Investment
Bank amang its Member countries, which entered into force in 2005, and
the thereto related Statutes and the Host Country Agreement concluded
between the Government of Finland and the Bank in 2011.

According to the statutes, the Bank shall have a Board of Governaors,
a Board of Directors, a President and the staff necessary to carry out its
operations. In addition, the Bank shall have a Control Committee.

NIB promotes transparency, predictability, accountability, responsi-
hility and disclosure as general principles enhancing and furthering good
governance. NIB aims to follow best practices in the field of corporate
governance.

Member countries

Board of Governors

Control Committee

Board of Directors

Executive President _ Credit
Committee and CEO Committee

| | AN
TB:(;SA?]%?S;/ Finance _ | Assetand Liability
Committee Committee Committee

Board of Governors

The Board of Governors is composed of eight governars, one designated
by each member country from among the ministers in its government. The
Board of Governors appaoints a Chairman for a term of one year, according
to the rotation scheme it has adopted.

Until 31 May 2017, the Governor for Norway served as Chairman. The
Governar for Sweden is currently serving as Chairman until 31 May 2018.
The Board of Governors held its annual meeting by written procedure on
29 May 2017.

Board of Directors

All the powers that are not exclusively vested in the Board of Governors are
entrusted to the Board of Directors. The Board of Directors is composed of
eight directors and eight alternates appointed by each member country.

The Board of Directors approves projects to be financed by the Bank,
adopts the palicy decisions concerning the operations of the Bank, in
particular the general framework for the financing, borrowing and treasury
operations and their management. The Board of Directors may delegate its
powers to the President to the extent it considers appropriate.

The Board of Directors held eight ordinary meetings in 2017 and three
extra online meetings. The Board of Directors appoints from amang its
members a Chairman for a term of two years. The Latvian board member
has served as Chairman since 1 June 2016.
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President

The President is responsible for conducting the Bank’s current operations
and is appointed by the Board of Directors for a term of five years at a
time. Since 1 April 2012, Mr Henrik Normann has been the President and
Chief Executive Officer of the Bank. NIB’s Board of Directors extended the
appointment of Henrik Normann as President & CEO until the end of
March 2020.

CEO

COMMUNICATIONS ~ COMPLIANCE

INTERNAL AUDIT

— BUSINESS SERVICES

LENDING TREASURY | | LEGAL
— CREDIT & ANALYSIS
INVESTOR
RELATIONS | — FINANCE*

*As of 1 January 2017, the Risk & Finance department has changed its
name to Finance department due to an organisational change.

Advisory bodies to the President

The President is assisted in his wark by the Executive Committee, the Credit
Committee, the Asset and Liability Committee, the Finance Committee and
the Business and Technology Committee.

The Executive Committee is a forum for addressing all aspects of the
performance, policy and financial soundness of the Bank. The Executive
Committee consists of the President and six senior officers, whose ap-
pointments are confirmed by the Board of Directars.

The Executive Committee meets formally approximately twice a month.
In 2017, it met 25 times. The meetings are ordinarily chaired by the Pres-
ident, who reaches decisions after having consulted the members of the
committee. The Executive Committee meets informally at the commence-
ment of every working day.

The Credit Committee is responsible for the preparation and deci-
sion-making related to the Bank’s credit [lending) matters and treasury
counterparty matters. The President exercises his executive powers con-
cerning lending operations in the Credit Committee.

The Credit Committee is composed of the President and six senior
officers appointed by the Board of Directors. At the end of 2017, the Credit
Committee had the same members as the Bank’s Executive Committee.
The Credit Committee is chaired hy the President or, in his absence, by one
of its members. The committee meets generally once or twice a week. In
2017, it met 77 times.

The Asset and Liability Committee assists and advises the President in
strategic balance sheet planning and is a forum for sharing information on
issues relating to the Bank’s asset and liability management. The members
of the Asset and Liability Committee are appointed by the President who
chairs the committee.

In 2017, the Asset and Liahility Committee was composed of the mem-
bers of the Executive Committee and the Chief Risk Officer. The Asset and
Liahility Committee meets approximately six times a year, but can convene
more frequently if necessary. In 2017, the Asset and Liahility Committee
met four times.

The Finance Committee assists and advises the President in monitoring
the market risk, borrowing activities and treasury portfolio management
of the Bank. The Finance Committee includes the President, the Head of
Treasury and the Head of Finance. The Finance Committee usually con-
venes once a month. In 2017, it met eleven times.

The Business and Technology Committee assists and advises the
President in information and communications technology matters, and
functions as a steering committee for ICT development projects. However,
strategically important decisions on ICT matters are taken by the President
in the Executive Committee.

The Business and Technology Committee consists of the Head of IT and
other senior staff members appointed by the President. The chairman of
the Committee shall be a member of the Executive Committee. In 2017, the
Business and Technology Committee met eleven times.

Other internal committees

In addition to the aforementioned advisory bodies to the President, the
Bank has also the following permanent internal committees: the New Prod-
uct and Structure Committee, the Council of Fighting Corruption and the
Trust Fund Committee, all composed of senior staff members.

The New Product and Structure Committee scrutinizes product and deal
structure proposals, which from a risk and/or administrative point of view
significantly differ from what NIB has entered into previously, and gives its
recommendations to the Finance Committee or the Credit Committee for
their decision-making.
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The Bank has estahlished a Council of Fighting Corruption to enhance
the awareness of integrity and corruption risks among the Bank’s staff and
stakeholders. The Committee deals with both corruption prevention and
cases of suspected corruption and gives recommendations for actions to
the President for decision-making.

The Trust Fund Committee ensures that the purposes of the trust funds
managed by NIB are fulfilled in the most efficient way. The Committee also
approves the activity plan of the trust funds as well as proposed allocations
from trust funds. The Committee gives its recommendations to the respec-
tive donar(s) for their final decision.

Control Committee
The Control Committee is a supervisory body established to ensure that the
operations of the Bank are conducted in accordance with the Statutes. The
Control Committee is responsible for the audit of the Bank’s accounts, and
annually delivers an audit statement to the Board of Governars. The audit of
the financial statements of the Bank is carried out by external professional
auditors appointed by the Control Committee.

To enhance its governance, the Control Committee appointed an inde-
pendent expert to assist the Chairmanship in financial and audit matters for
a period starting from 1 November 2016 and ending 31 May 2018.

Remuneration and incentive programmes

The Board of Governars determines the remuneration and attendee
allowance for the Board of Directors and for the Control Committee. The
President’s terms of employment, including remuneration, are determined
by the Board of Directors. The Control Committee determines the principles
for remuneration of the professional auditors.

The principles for the remuneration of staff are set out in the Compen-
sation Regulations. The Bank applies a fixed salary-based system in which
individual performance plays an important role, as well as a small bonus
programme that rewards exceptional performance on a yearly basis.

Internal control
NIB’s internal contral system has the dual objective of securing and
developing the long-term financial preconditions for operations while
conducting cost-efficient operations that comply with rules and regula-
tions. Internal control is focused on managing various forms of financial,
compliance and operational risks.

NIB’s operational risk management focuses on proactive measures
in order to ensure business continuity, the accuracy of information used
internally and reported externally, the expertise and integrity of the Bank’s
personnel and its adherence to established rules and procedures, as well
as security arrangements to protect the physical and ICT infrastructure of
the Bank.

The Compliance function assists the Bank in identifying, assessing,
monitoring and reporting on compliance risk in matters relating to the
institution, its operations and the personal conduct of staff members. The
Chief Compliance Officer reports to the President, with full and unlimited
access to the Chairman of the Board of Directors and the Chairman of the
Control Committee.

NIB’s internal audit adheres to international professional standards
estahblished by the Institute of Internal Auditors. The task of the Internal
Audit function is to provide assurance on the effectiveness of the Bank’s
internal control, risk management and governance processes, and to make
recommendations to the management.

The Internal Audit function of the Bank reports to the Board of Directars
and to the Control Committee and works administratively under the auspic-
es of the President. The Board of Directors approves the annual plan for the
Internal Audit.

See the Financial Repart for further information on risk management.
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Integrity and anti-corruption

NIB expects its staff, members of governing
bodies and other stakeholders to adhere

to the highest level of integrity and ethical
standards. To purpsue this goal, the Bank has
adopted a zero tolerance attitude towards
fraud and corruption in all of its operations
and services.

Prevention and training

NIB does preventive work to minimise reputational and integrity risks in its
operations. This work involves all staff members and is coordinated by the
Office of the Chief Compliance Officer (OCCO).

In 2017, OCCO organised training sessions on business ethics for the

Board of Directors in March and for the staff in October and November.

The trainings were arranged in cooperation with the non-profit Institute

of Business Ethics, based in London. All new staff has been trained in the
Bank’s Code of Caonduct as part of the Bank’s induction programme. In
addition, all new operational staff has been offered training in Integrity Due
Diligence (IDD) Guidelines and Procedures.

A major part of 0CCQ’s work is to consult with the Lending department
about IDD issues. The Lending department conducts IDDs on all of NIB’s
borrowers in order to identify any red flags that could present integrity
or reputational risks. In this task, OCCO serves as an advisory body to the
Lending project teams and to the Bank’s management. A recent example of
a consultation is the case of a state-owned company that had its CEO and
other executives under investigation for corruption. 0CCO recommended

including a provision in the loan agreement, under which the company
would commit itself to review and improve its anti-corruption policy within
eighteen [18) months.

Throughout the year, 0CCO provided advice on the interpretation of the
Code of Conduct for the Staff.

In addition, OCCO and the Accounting Back Office implemented a new
automatic sanction screening solution on payments, to ensure that NIB is
complying with international sanctions regimes.

Policy development
During 2017, the development of the Policy on Handling Inside Information
and Prevention of Market Abuse continued and was approved by the Board
of Directors in Becember 2017. The purpose of this policy is to ensure that
NIB adheres to appropriate standards when handling inside information
and to prevent markets manipulation.

The updating of the Integrity Due Diligence policy and procedures con-
tinued during 2017.

Investigations

0CCO has investigated a number of cases of prohibited practice, miscon-
duct and complaints during 2017. More information is provided in NIB’s
annual integrity report.

In March, the two external members of NIB’s Sanctions Panel partic-
ipated in an on-boarding session to learn about the Bank. The members
met with the Board of Directors, the President and the members of the
Executive Committee, and several operational staff who informed about
NIB’s internal Credit and IDD processes.
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Executive Committee

As of 31 December 2017

Mr Henrik Normann (1953)
President and CEQ, joined NIB in 2012
DENMARK

Mr Thomas Wrangdahl (1957)
First Vice-President, Head of Lending, joined NIB in 2012
SWEDEN

Mr Lars Eibeholm [1964])
Vice-President, Head of Treasury, joined NIB in 2007
DENMARK

Ms Hilde Kjelsberg (1963)
Vice-President, Head of Credit & Analysis, joined NIB in 2006
NORWAY

Mr Gunnar Okk (1960]
Vice-President, Head of Business Intelligence & Administration, joined NIB in 2006
ESTONIA

Mr Heikki Cantell (1959]
General Counsel, Head of Legal Department, joined NIB in 2007
FINLAND

Mr Bjorn Ordell (1973)
Vice-President, CFO and Head of Risk and Finance, joined NIB in 2015
SWEDEN

Renovation of NIB’s headquarters in Helsinki, Finland: During 2017, the second phase of a renovation programme was completed.

From left: Bjérn Ordell, Lars Eibehalm, Thomas Wrangdahl, Hilde Kjelsberg, Heikki Cantell, Gunnar Okk and Henrik Normann
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LATVIA DENMARK
CKfsparSfAhboBhni Alternate Julie Sonne Alternate
alrman o tee oar Liga Klavina Member of the Board Rasmus Mortensen
From 1.6.2016 Elected 2013 Elected 2016 Elected 2016
Elected 2008 inas: i
- Attended meetings: 3 Attended meetings: 6 Attended meetings: 5
Attended meetings: 8 Deputy State Secretary on Financial Policy Issues, Head of Division Head of Division
Treasurer Ministry of Finance Ministry of Industry, Business and Financial Affairs Ministry of Industry, Business and Financial Affairs
Treasury of the Republic of Latvia
ESTONIA FINLAND

Madis Utrike
Member of the Board
Elected 2005
Attended meetings: 8
Advisor
Ministry of Finance

Alternate
Merle Wilkinson
From 3.11.2017
Attended meetings: 1
Advisor of the State Treasury Department

Pekka Maren
Member of the Board
Elected 2016
Attended meetings: 8
Director
Ministry of Finance

Alternate
Petri Peltanen
Elected 2015
Attended meetings: 3
Under Secretary of State
Ministry of Economic Affairs and Employment
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ICELAND

LITHUANIA

Esther Finnbogadottir
Elected 2016
Attended meetings: 6
Head of Division
Ministry of Finance and Economic Affairs

Alternate
Steinunn Sigvaldadottir
Elected 2016
Attended meetings: 6
Head of Division
Ministry of Finance and Economic Affairs

NORWAY

Jurgita Uzieliene
Member of the Board
From 13.1.2017
Attended meetings: 8
Deputy Director, EU and International Affairs Department
Ministry of Finance

Alternate
Dovile Jasaitiene
Elected 2013
Attended meetings: 7
Head of International Affairs Division
Ministry of Finance

SWEDEN

Silje Gamstehakk
Member of the Board
Elected 2016
Attended meetings: 4
Deputy Director General
Ministry of Finance

Alternate
Sindre Weme
From 19.9.2017
Attended meetings: 2
Director
Norges Bank

Sven Hegelund
Member of the Board
Elected 2012
Attended meetings: 8
Former State Secretary

Alternate
Line Rosvall
Elected 2017 as from 22.6.2017
Attended meetings: 3
Deputy Director / Deputy Head of the Division for International
Financial Institutions
Ministry of Finance

Alternate
Trond Eklund
Until 18.9 2017
Attended meetings: 4
Director, Norges Bank

Alternate
Anders Wahlberg
Until 21.6.2017
Attended meetings: 3
Deputy Director / Deputy Head of the Division for International
Financial Institutions
Ministry of Finance
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Control Committee

As of 31 December 2017

Chairman Deputy Chairman
Mr Sigurdur bdrdarson .
Ms Rasa Kavaolyte
CPA . Deputy Director of State Treasury Department
Former State Auditor LITHUANIA
ICELAND
Mr Sjurdur Skaale Mr Remo Haolsmer Mr Arto Pirttilahti
Member of Parliament Member of Parliament Member of Parliament
DENMARK ESTONIA FINLAND
Mr Teitur Bjérn Einarsson Ms Karina Ploka Ms Sigita Stajeviené
Member of Parliament Parliamentary Secretary Head of the Office of the Committee on Audit
ICELAND LATVIA LITHUANIA
Mr Michael Tetzschner Mr Staffan Danielsson
Member of Parliament Member of Parliament
NORWAY SWEDEN
External auditors appainted hy the Control Committee
Mr Marcus Totterman Mr Anders Tagde Mr Peter Engberg
Autharised Public Accountant, KPMG Finland Autharised Public Accountant, KPMG Sweden Independent expert to the chairmanship

The Control Committee met twice in 2017.

of the Control Committee
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Board of Governaors

As of 31 December 2017

Ms Magdalena Andersson
Minister of Finance
SWEDEN

Mr Brian Mikkelsen

Minister for Industry, Business and Financial Affairs
DENMARK

Mr Toomas Toniste
Minister of Finance
ESTONIA

Mr Petteri Orpo

Minister of Finance
FINLAND

Mr Bjarni Benediktsson
Minister of Finance and Economic Affairs
ICELAND

Ms Dana Reizniece-0zola
Minister of Finance
LATVIA

Mr Vilius Sapoka
Minister of Finance
LITHUANIA

Ms Siv Jensen
Minister of Finance
NORWAY

The Annual Meeting of the Board of Governaors was held in according to written procedure by 29 May 2017.
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GRI Reporting

Defining the materiality

NIB aims to report on the maost crucial
economic, environmental and social impacts
of its operations. Equal importance is given
to maintaining a continuous dialogue with
external and internal stakeholders to address
their views and expectations.

In order to identify and respond to the sustainahility topics that are most
material to us and our key counterparties, we conducted several interac-
tions with our stakeholders during 2015-2017:

NIB’s strategy review and implementation

As an international financial institution, NIB is driven by its mission to
finance projects that improve competitiveness and the environment of
the Nordic-Baltic region. This mission guides all our operations and is the
single most impartant aspect in all our processes.

In 2015, NIB’s Board of Directors reviewed the Bank’s mission and
overall strategy, along with its capital and stress testing in several semi-
nars and waorkshops. The process concluded that the Bank’s mission and
business model are relevant and should remain at the foundation of NIB's
operations.

In addition, it was decided to increase lending to small- and medi-
um-sized corporates and mid-caps, as well as to projects in the Baltics and
in non-member countries. During 2016 and 2017, NIB started implement-
ing the results of this strategy review.

Based on the experiences of the 2015 review process, the members of
the Board of Directors and the Executive Committee took part in a seminar

titled “Sustainable Finance” in September 2017, addressing once again
NIB’s mission, instruments and communication.

The outcome of the seminar underlined the Bank’s continued commit-
ment to its mission and the two equally impaortant pillars of its mandate:
competitiveness and the environment. While the mission is strong, the
decision was made to further review the framewaork in 2018 to keep up
with developments in the market and to better address issues related to
sustainable financing.

External stakeholder survey and customer journey exercise
Every three years, NIB conducts a comprehensive stakeholder survey to
get feedback on its reputation, service offerings and the level of awareness
among key target groups. The aim is to gather information on NIB’s cus-
tomer relationship strengths, reputation, its added value and the impor-
tance of different sustainability topics for stakeholders. Investors’ interest
in and awareness of green bonds is also examined.

The most recent survey was conducted in 2015. The chosen key
counterparties included customers, investars and public autharities in the
Bank’'s member countries. A total of 123 interviews were held. The survey
was conducted by TNS Gallup Oy.

The 2015 survey showed that NIB is strongly perceived to demonstrate
ethical business practices, which was also the highest-rated sustainahility
topic among all stakeholder groups in the survey. The importance of con-
ducting environmental and saocial reviews of all loan projects, and success
in supporting the competitiveness and environment of the Nordic and
Baltic countries were considered of equal importance. Further, customers
remarked that NIB’s professional lending experts were seen as a high-level
strength of the Bank.

Defining what matters

ANTI-CORRUPTION AND TRANSPARENCY

ENVIRONMENTAL AND SOCIAL REVIEW OF ALL PROJECTS

SOCIAL RESPONSIBILITY

COMPETITIVENESS OF
THE NORDIC-BALTIC REGION

CLIMATE CHANGE MITIGATION

PROTECTION OF THE
BALTIC SEA

Based an the results of the 2015 stakehaolder survey and the ongoing
dialogue with clients, NIB conducted a “Customer Journey Optimisation”
workshop in May 2017. The exercise was carried out in cooperation between
NIB’s Lending department and Communications unit, and had the aim of
mapping the lending customers’ experience and priarities.

The workshop addressed questions on how to best meet the expecta-
tions of the customer stakehalder group, how to improve NIB’s commu-
nication about its mission in a value-creating manner, and how to gather
stakeholder feedback on a more regular basis.

Setting up the reporting boundary for NIB

NIB develops its sustainability reporting based on the requirements set out
in the GRI Sustainability Reporting Standards (GRI Standards]. NIB’s re-
porting also includes disclosures from GRI's Financial Sector Supplement.
Based on the stakeholder interactions outlined above, we identified three
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key topics that are of high importance for both our internal and external
stakeholders, and that reflect NIB’s economic, environmental and social
impacts. These are the central material topics we report on

in 2017:

Fulfilling our mission to provide long-term financing to projects that
improve competitiveness and the environment of the Nordic and
Baltic countries

Anti-corruption, transparency and ethical business practice
Developing the Bank’s warking culture to better address stakeholders’
expectations and to improve dialogue

The relevant GRI disclosures were mapped as closely as possible to these
material topics. All relevant disclosures are reported on in line with the
requirements of the GRI Standards “in accordance” core option.

Further, we have identified the following operations and topics that have
a direct or indirect sustainability impact:

Economic performance

NIB’s vision is a prosperous and sustainable Nordic-Baltic region. The Bank
pursues this vision by financing projects that increase productivity, which
is the most direct way to strengthen economic competitiveness. In order
to do this effectively, NIB needs to be financially strong. The Bank therefore
aims to earn a sufficient return from its business operations to build up
reserves while providing its owners a reasonable return on capital.

Indirect economic impacts

To improve the well-being of societies, new ways for increasing and strength-
ening productivity are continuously being sought. NIB therefore asks its
customers about the extent to which their planned projects can contribute to
improving the efficiency and productivity of society as a whale.

Environmental impacts
NIB assesses every loan project for its potential environmental impact. As
part of the Bank’s environmental and social review, NIB's analysts evaluate

the performance of the borrower’s project hased on an agreed set of crite-
ria. In 2016, the Bank introduced a framework for the ex-post assessment
of financed projects. Environmental issues are also inherent in NIB’s daily
activities and are therefore integrated into the Bank’s overall management
processes.

Labour practices

NIB’s employees are the Bank’s strongest assets. NIB is committed to pro-
moting equality, diversity and well-being amang its staff and underlines the
importance of dedicated employees for the arganisation’s performance.
Several employment-related GRI disclosures are reported.

Human rights and child labour

The Bank does not tolerate any discrimination, whether it is based on gen-
der, race, nationality, ethnic origin, religion, disability, age or sexual arienta-
tion. Further, NIB requires its clients to comply with international standards
regarding the employment of minors. NIB does not accept the use of forced
labour. Sound management of the safety and health of workers and com-
munities is essential for the productivity and efficiency of businesses, as is
respect for their livelihood.

Society and local communities

NIB lends to projects that may have a significant impact on society and
local communities. Such projects include infrastructure investments,
development of human capital, and protection of the environment and its
ecosystem. All financed projects undergo environmental and social impact
assessment.

Anti-corruption

NIB has adopted a zero-tolerance policy towards fraud and corruption.

In terms of prevention, the Bank puts particular emphasis on knowing its
customers and training its staff well to prevent the Bank from becoming
involved with unethical barrowers and projects, or in money laundering,
terrorist financing or tax evasion. All new clients are thoroughly screened in
the Bank’s integrity due diligence processes.

Grievance mechanisms

In order to address concerns regarding its operations, NIB has developed a
channel for its stakeholders to comment on projects with potential signif-
icant impacts. These projects are classified as Category A projects and are
made publicly availahle for commenting before the Bank makes a decision
on financing.

Further, NIB has a Compliance and Anti-Caorruption Palicy Framewaork
in place that specifies guidelines for staff members reporting misconduct
and grants whistleblower protection. Employees can address concerns to
the Office of the Chief Compliance Officer (0CCO]J or the Bank’s Ombuds-
man. External parties can report cases of misconduct and corruption to the
OCCO either by telephone or via a dedicated email address.

Transparent operations and timely communication

NIB’s external communication has two key ohjectives: first, to support the
Bank’s lending and funding process by maintaining an open dialogue with
customers and investors. Second, as an international financial institution,
NIB is accountahle to its member countries and to society as a whole. This
creates an ohligation to provide information about its activities, and to
promote awareness of NIB among different stakeholder groups. The Bank
seeks to continuously strengthen its dialogue with its key counterparties
and to improve feedback loops for addressing expectations in a value-cre-
ating manner.

Product portfolio and audit topics (Financial Sector Supplement])
NIB’s main activity is lending. The Bank’s mission to improve the environ-
ment makes it important to assesses the environmental and social impacts
of all loan applications; it therefore has corresponding procedures and
policies in place.

Further, NIB is the leading Nordic issuer of green bonds: NIB Environ-
mental Bonds (NEBs). The proceeds of NEBs are used to finance projects
with a positive impact on the environment. In addition to issuing NEBs, NIB
also invests in green bonds issued by companies or municipalities in the
Bank’s member countries to finance projects that meet the Bank’s criteria
for environmental investments.
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GRI Index

GRI Standard

GRI 101: Foundation 2017

Disclosure

NIB's response

General Disclosures

GRI102:
General Disclosures 2017

Organizational profile
102-1 Name of the organization

102-2 Activities, brands, products, and services

102-3 Location of headquarters
102-4 Location of operations
102-5 Ownership and legal form

102-6 Markets served

102-7 Scale of the organization

102-8 Information on employees and other
waorkers

102-9 Supply chain

102-10 Significant changes to the organization
and its supply chain

Nordic Investment Bank (NIB]

NIB offers long-term loans to finance projects that generate productivity gains and/or enviranmental benefits for the Nordic and Baltic countries.
Financing from NIB complements commercial lending. Loans are extended on market terms and according to sound banking principles.

Helsinki, Finland
NIB has lending operations in its eight Nordic and Baltic member countries, as well as in non-member countries.
NIB is an international financial institution (IFI) owned by Denmark, Estonia, Finland, Iceland, Latvia, Lithuania, Norway and Sweden.

NIB finances projects in a number of sectors, hoth in member countries and in non-member countries. The focus sectors of the Bank's
operations are the environment, energy, innovation, industry, transport, infrastructure and telecommunications.

At the end of 2017, NIB employed 193 people. In 2017, the Bank signed 55 new loan agreements and made nine (9] green bond investments with
an aggregate total of EUR 3,812 million. The profit for the year 2017 was EUR 211 million.

Of the 193 permanent employees, 80 were women and 113 men. In addition, five (5] employees waorked on projects in temporary positions.
Suppliers or hired labour do not make up a significant share of NIB’s staff. The average number of permanent emplayees was 193 during the
year. Read more about Working at NIB

Being a financial institution, NIB does not produce or manufacture any products. The materials the Bank needs to perform its operations are
mainly electronics and office supplies. In addition, NIB uses external service providers for cleaning, security and catering services at its offices.

As an international organisation (to which national legislation on public procurement does not necessarily apply], NIB has its own internal
procurement rules. These rules are aligned with those of other international organisations. For projects financed by NIB, there are separate
procurement guidelines. For more information, see Legal framewark and policy documents.

No organisational changes took place in 2017.
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GRI102: 102-11 Precautionary Principle or approach
General Disclosures 2017

102-12 External initiatives

102-13 Membership of associations

Strategy
102-14 Statement from senior decision-maker

102-15 Key impacts, risks, and oppartunities

Ethics and integrity

102-16 Values, principles, standards, and norms
of behavior

NIB's Sustainability Policy and Guidelines are hased around the principle of taking precautions. Before NIB finances any project, the potential
ecanomic, environmental and social impacts are assessed in line with the Palicy. NIB aims to identify and address concerns pre-emptively.

NIB has signed the Declaration on the European Principles for the Environment [EPE] concerning environmental management in the financing of
projects.

NIB is an active partner in the Northern Dimension Environmental Partnership (NDEP] and hosting institution for the Northern Dimension
Partnership on Transport and Logistics (NDPTL]. NIB also participates in the MFI Environmental Warking Group, which is a cooperation forum for
multilateral institutions.

NIB is also a member of the Executive Committee of the Green Bond Principles (GBP] and Social Bond Principles (SBP]. NIB joined the GBP in 2014.

In January 2017, NIB was appointed by the European Commission as an observer to the High-Level Expert Group on Sustainable Finance.

President's review

NIB provides long-term loans to projects that improve the competitiveness and the environment of the Nordic and Baltic countries.
President’s review

Report of the Board of Directors

Operating and financial review

Operating environment

NIB’s vision is a prosperous and sustainable Nordic—Baltic region. The Bank works towards this goal by financing projects that generate
productivity gains and/or environmental benefits for its member countries. NIB’s core values are competence, commitment and cooperation.
NIB has codes of conduct in place for its staff, Board of Directors, the President and the Control Committee. The codes of conduct are publicly
available on NIB's website and reflect the Bank’s values and principles.

In addition to the induction programme for new staff, NIB has a compulsory e-learning course on the code of conduct in place that all staff
members have to pass. Read more about Ethics and Integrity and the codes of conduct
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GRI 102:
General Disclosures 2017

102-17 Mechanisms for advice and concerns
about ethics

Governance

102-18 Governance structure

Stakeholder engagement

102-40 List of stakehaolder groups

102-41 Collective bargaining agreements

NIB expects a high level of integrity and high ethical standards from its staff and other stakeholders, and has adopted a zero tolerance paolicy
towards fraud and corruption. The Office of the Chief Compliance Officer (OCCO) oversees matters relating to integrity and is independent from
the Bank’s operations. OCCO reports directly to the Bank’s President, and has unrestricted access to the chairpersons of the Board of Directors
and the Control Committee.

NIB puts particular emphasis on knowing its customers and training its staff to avoid the Bank becoming involved with unethical borrowers and
projects or in money laundering, terrorist financing or tax evasion. All new clients are screened thoroughly in the Bank’s integrity due diligence
(IDD) process. NIB has endarsed the Uniform Framewaork for Preventing and Combating Fraud and Corruption, which was agreed upon by the
major Multilateral Development Banks (MDBs] in 2006.

NIB has a dedicated email address for reporting concerns about unethical or unlawful behaviour, which is managed by OCCO. Reports can be
made anonymously. Reports can also be filed by directly contacting OCCO by telephone or a personal visit, or alternatively by contacting a
supervisor, who is ohliged to pass the report on to OCCO. The Code of Conduct for Staff and the Speaking-up and Whistleblowing Palicy provide
protection for whistleblowers.

In December 2017, the new Palicy on Handling Inside Information and Prevention of Market Abuse was approved by the Board of Directors.

The Nordic Investment Bank was established in 1975 by Denmark, Finland, Iceland, Norway and Sweden. In 2005, Estonia, Latvia and Lithuania
became members of the Bank on equal terms with the original member countries.

NIB is governed by the Agreement concerning the Nordic Investment Bank among its Member countries signed in 2004, as well as the related
Statutes and the Host Country Agreement concluded between the Government of Finland and the Bank in 2010.

According to the Statutes, the Bank has a Board of Governors, a Board of Directors, a President and the staff necessary to carry out its
operations. In addition, the Bank has a Control Committee. Read more about Governance and the Legal Framework and Policy Documents

NIB’s stakehalders are our customers, investors, political decision-makers and public administrations, NGOs, the media, the general public and
our staff.

NIB’s employees are members of an international financial institution. Based on NIB’s legal status, the labour laws or other legislation of

the host country Finland, or any other member country, do not automatically apply to its employees. There are, however, some exceptions,
particularly with regard to taxation, social security and pensiaons.

NIB grants the whole staff full freedom of association, subject to NIB’s staff-related documents and Cade of Conduct. These documents ensure
full freedom of assaciation, subject only to non-conflict of interest and democratic principles.

As NIB is not subject to the jurisdiction of national courts, the Bank has set up arbitration rules for potential employment-related disputes. NIB
has an Ombudsman whom employees can consult and who may also act as mediator in the event of such disputes.

The Bank has a Cooperation Council in place, consisting of four members representing the Bank and four members representing the staff. The
Cooperation Council aims to promote communication between the Bank and the staff on issues related to conditions in the workplace, allowing
the Bank to take better account of the staff’s views and opinions. The purpose is to achieve mutually acceptable solutions for both the Bank and
the staff. The Cooperation Council met twice during 2017.
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GRI102: 102-42 Identifying and selecting stakeholders
General Disclosures 2017

102-43 Approach to stakeholder engagement

102-44 Key topics and concerns raised

Reporting practice

102-45 Entities included in the consolidated
financial statements

102-46 Defining report content and topic
Boundaries

NIB aims to maintain an open dialogue with all interested parties. Stakeholders are categorised as external or internal. The internal stakeholders
are the Bank’s owners, the member countries that govern NIB via representatives on the Board of Governors (BoG), Board of Directors (BoD) and
Control Committee [CC), and the staff. The main external stakeholders are customers and investars.

The Bank communicates with its external stakeholders in order to support lending and funding processes. Further, as an international financial
institution, NIB is accountable to its member countries and to society as a whale. This creates an obligation to inform about the Bank’s activities.
The main purpose of NIB’s internal communication is to keep its staff members informed about the Bank’s results, strategies, policies, activities
and relevant work-related issues, as well as to maintain communication channels to reach out to all employees.

With regards to its lending activities, NIB publishes information on every project it finances, including the project description, the borrower, the
amount of the loan and its maturity. The degree to which the loan projects comply with the Bank’s mission is also published. See a list of NIB's
stakeholders, communication channels and activities with stakeholders in 2017.

Every three years, the Bank conducts a stakeholder survey among its key target groups. NIB seeks to follow up on the findings of each survey
to best meet stakeholders’ expectations. The most recent stakeholder survey was carried out in 2015, and asked the respondents to rate the
importance of different sustainability topics. It also asked investors about their interest in and awareness of green bonds.

Further, NIB regularly conducts a work satisfaction survey amang its staff. The most recent survey was also conducted in 2015, with the aim of
assessing the wellbeing and functionality of the working community. Read more about the surveys and our materiality process.

NIB classifies loan projects with potential significant adverse social or environmental impacts as Category A projects. These projects must
therefore undergo a full environmental impact assessment (EIA). These are made publicly available on our website at www.nib.int for a period of
30 days to allow our stakeholders to give their opinions before the Bank makes a decision on financing the project. In 2017, the Bank published
information about ten (10]) Category A projects and received no respanses. NIB eventually signed loan agreements with two (2] of these
Category A projects. See the List of Category A, B, and C projects in 2017.

The Nordic Investment Bank

Issues considered to be material or relevant for disclosure in this report were identified in different processes that took place between 2015 and
2017. These were the strategy review and implementation process, the stakeholder survey and the customer journey mapping exercise.

Based on the results of the processes mentioned above, we identified three (3] key aspects that are of high priority for both internal and
external stakeholders. These will be the main topics that we report on for 2017:

« Fulfilling our mission to provide long-term financing to projects that improve competitiveness and the environment of the Nordic and Baltic
countries

- Anti-corruption, transparency and ethical business practice

- Developing the Bank’s working culture to better address stakeholders’ expectations and improve dialogue

Read more about the materiality process and defining the content of the report.
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GRI102: 102-47 List of material topics
General Disclosures 2017

102-48 Restatements of information
102-48 Changes in reporting
102-50 Reporting period

102-51 Date of most recent report
102-52 Reporting cycle

102-53 Contact point for questions regarding
the report

102-54 Claims of reporting in accordance with
the GRI Standards

102-55 GRI content index

102-56 External assurance

Material Topics

GRI 200 Economic Standard Series

Economic performance

Indirect economic impact

Environmental impact

Labour practices

Human rights and child labour

Saociety and local communities

Anti-corruption

Grievance mechanisms (environmental, human rights, impact on society]
Transparent operations and timely communication

Product portfolio / audit aspects (Financial Sector Supplement)

None

None

NIB reports on an annual calendar year basis from 1 January until 31 December. This report covers the year 2017.
15 March 2017

Annual

Communications Unit; Chief Compliance Officer [contact information)

NIB’s Annual Report 2017 has been reported in accordance with the GRI Standards’ core option. See maore details on materiality.

GRI content index

NIB has not set a policy on seeking external assurance for its sustainability reporting.

Economic Performance

GRI103: 103-1 Explanation of the material topic and its
Management Approach Boundary

NIB’s vision is a prosperous and sustainable Nordic-Baltic region, and economic competitiveness is an integral part for realising this vision. The
Bank finances projects that contribute to increased productivity, market efficiency and the development of human capital.

In order to fulfil its mission effectively, NIB needs to be financially strong. The Bank therefore aims to earn a sufficient amount of return from its
business operations to guarantee its owners a reasonahle return on capital.
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GRI 201:
Economic Performance 2017

Indirect Economic Impacts

GRI 103:
Management Approach

103-2 The management approach and its
components

103-3 Evaluation of the management approach

201-1 Direct economic value generated and
distributed

201-2 Financial implications and other risks and
opportunities due to climate change

201-3 Defined benefit plan obligations and
other retirement plans

201-4 Financial assistance received from
government

103-1 Explanation of the material topic and its
Boundary

103-2 The management approach and its
components

NIB’s lending complements and leverages commercial lending. Projects that are considered for financing are analysed for their potential
ecanomic impact. All clients are screened in the integrity due diligence (IDD] process.

NIB extends loans on market terms and according to sound banking principles. The funds acquired for NIB's lending are borrowed on the
international capital markets.

The Bank’s Board of Directors (BoD] is in charge of policy decisions in matters that invalve lending, borrowing, and administrative questions. The
BoD approves the financial transactions proposed by NIB's President, and is responsible for the financial statements.

For more information on the policies that frame NIB’s activities, see Legal framewark and Policy Documents.

NIB publishes information on all projects financed on its website, including the degree to which the project complies with the Bank’s mission
and impacts productivity. For certain projects with potentially substantial environmental impact, a public procedure allowing stakeholders to
comment is in place.

The Bank seeks regular feedback from its stakeholders, aims to maintain an open dialogue with all key groups about its activities, and can
be contacted directly by any interested party. Grievances about the Bank's activities and lending-related issues, including allegations of
misconduct and corruption, can be addressed to the Office of the Chief Compliance Officer (OCC). NIB’s contact information

In 2017, NIB signed 55 loan agreements and made nine green bond investments with an aggregate total of EUR 3,812 million. Loans disbursed
amounted to EUR 3,147 million.

Financial Report
Operating and financial review

Each loan project under consideration for financing undergoes an individual assessment of its potential environmental impact, including
climate-related and social aspects, as an integral part of NIB’s mission to promote sustainahle growth in its member countries. NIB has
introduced a framework that allows investors to provide funds for the Bank’s environmental lending, meaning that the Bank can issue NIB
Environmental Bonds [NEBs], the proceeds of which are used to finance projects that have a positive impact on the environment. The Bank
regularly reports on the impact of projects it finances in terms of greenhouse gas emissions.

See Note 7 - Pension obligations in the Financial Report

Capital structure

To contribute to the prosperity and well-being of societies, new ways of improving and strengthening productivity are being sought. NIB
therefore analyses all prospective projects on their wider potential impact on the overall productivity and well-being of society as a whole.

NIB aims to foster sustainability and prosperity in its member countries. All projects the Bank finances are reviewed from a sustainability
perspective, which distinguishes NIB from commercial banks. Within its lending, NIB aims to provide added value in its member countries,
especially in respect to innovation, human capital development, energy, transport, telecommunications and environmental improvements.
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GRI203:
Indirect Economic Impacts 2017

Anti-corruption

GRI103:
Management Approach

103-3 Evaluation of the management approach

203-1 Infrastructure investments and services
supported

203-2 Significant indirect economic impacts

103-1 Explanation of the material topic and its
Boundary

103-2 The management approach and its
components

NIB regularly reviews its strategy and mission to keep up with market developments and to better address issues related to sustainable
financing and international agreements, such as the Paris climate agreement. Read more in the Report of the Board of Directors.

Lending in the business area of infrastructure, transportation and telecommunications is primarily directed towards financing efficiency
improvements in transport, logistics and communications. In 2017, approximately 42% of all loans agreed were related to this business area,
totalling EUR 1,620 million (including Lending’s green bond investments). The financed projects include airport expansions, wastewater
treatment, fresh water provision, rail infrastructure and road improvements.

In addition to financing projects directly with large enterprises, NIB channels financing to projects for small and medium-sized enterprises
[SMEs] through intermediaries. SMEs are seen as the backbone of the economy of the Nordic-Baltic region. NIB decided in 2013 to expand its
loan offering for onlending to SMEs to include investments in new machinery, production or service provision facilities, as well as investments in
ICT and R&D. Further, SMEs and mid-caps are an integral part of NIB’s reviewed lending strategy, as they employ two thirds of the workfarce in
the Nordic-Baltic region; consequently, they are of great importance for productivity and economic growth in their home countries.

In 2017, some 17% of all loans agreed, a total of EUR 658 million (including Lending’s green bond investments), were provided to banks and
other financial institutions for on-lending to their clients, those being mainly SMEs.

The funds handled and projects financed by NIB are of high monetary value, therefore issues relating to corruption and bribery could be material.
Incidents of corruption can occur both internally and externally. NIB has adopted a zero-tolerance approach towards fraud and corruption, and
has estahlished a policy framework to promote its anti-corruption work, in terms of both preventing and identifying prohibited practices. The
framework is continuously updated.

In December 2017, the Bank’s Board of Directors approved the Paolicy on Handling Inside Information and Preventing Market Abuse, which
identifies what constitutes inside information and sets out procedures for staff when working with such information.

NIB also endarses the Uniform Framework for Preventing and Combating Fraud and Corruption, which was agreed upon by the major multilateral
development banks in 2006. Further, the Bank’s Council on Fighting Corruption has the purpose of enhancing awareness of integrity and anti-
carruption among the Bank’s staff and stakeholders.

A Sanctions Panel was introduced as part of the new Investigation and Enforcement Palicy to decide on sanctions for external entities that have
engaged in prohibited practices. The Sanctions Panel comprises of two external members and one internal member.

An ongoing comprehensive assessment of the Bank’s integrity risk, including money laundering, terrorist financing and sanctions, continued in
2017 as well. On this basis, NIB is reviewing its integrity screening procedures. Read more in NIB’s Integrity Repart 2017
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103-3 Evaluation of the management approach

GRI 205: 205-1 Operations assessed for risks related to
Anti-corruption 2017 carruption

205-2 Communication and training about anti-
carruption policies and procedures

205-3 Confirmed incidents of corruption and
actions taken

NIB's compliance and anti-corruption framewark is continuously reviewed, benchmarked against international standards and updated
accordingly. In terms of prevention, the Bank puts particular emphasis on knowing its customers and training its staff well to avoid the Bank
becoming involved with unethical borrowers and projects, or in money laundering, terrorist financing or tax evasion. All new clients are screened
thoroughly in the Bank’s integrity due diligence [IDD] processes.

The Bank also follows up on investigations and actions taken by national enforcement agencies and prosecutors relating to NIB borrowers and
contractors financed by NIB loans. The Office of the Chief Compliance Officer (OCCO]) regularly gives advice and guidance to the Bank’s Lending
department on how to address integrity and reputational risks in new and ongoing lending operations.

As part of the induction process, training on compliance and anti-corruption is provided for all new staff members. In line with the Code of
Conduct, every employee is asked to declare their financial and business interests once a year. This includes praviding information on any
positions or assignments in profit-making institutions or any involvement or business interest that would place the employee or their close
relatives in conflict with the duties at NIB.

All of NIB’s operations are assessed from a corruption risk point of view. These concerns are addressed in NIB’s IDD process.

All staff members at NIB receive training in anti-corruption, integrity, money laundering and ethics as part of NIB’s induction programme.
Members of NIB’s Board of Directors have also received training in the same subject. Staff working in the lending operations receive additional
training in conducting integrity due diligence (IDD] checks. NIB has compulsory e-training for all staff in the Code of Conduct. Read more about

Ethics and Integrity

One new external cases of corruption relating to a project in a non-member country of NIB was registered and filed in 2017. This case is
currently under investigation by the Office of the Chief Compliance Officer (OCC). Read more in NIB’s Integrity Report 2017

GRI 300 Environmental Standards Series

Materials
GRI1103: 103-1 Explanation of the material topic and its
Management Approach Boundary

103-2 The management approach and its
components

The Bank promotes sustainahle development in its business operations and extends financing to projects that generate productivity gains
and/or environmental benefits. Correspondingly, NIB emphasises environmentally and socially sound practices in its internal operations, which
includes the use of energy, materials and waste handling.

Being a relatively small organisation providing non-material services, NIB’s usage of materials consists mainly of paper, office supplies and
electronics. However, the Bank acknowledges that the purchasing decisions for these items have an impact on the environment. Therefore, NIB
is part of WWF’s Green Office Network and seeks to continuously reduce its ecological footprint in a cost-effective way.

NIB’s internal procurement instructions identify various requirements and best practices that the Bank has decided to comply with, especially in
regards to procurement of goods and/or services. For the staff, the Bank set up an internal website providing information on NIB'’s established
best practices on contract issues with suppliers, including environmental and social considerations during the procurement process.
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103-3 Evaluation of the management approach  As part of the WWF’s Green Office Network, NIB is audited every three years. The process includes an office inspection and a review of the
progress made for selected indicators. The Bank was awarded the use of the Green Office logo once again in 2016.
The Bank regularly communicates initiatives related to material, energy use and waste handling to its staff and informs them about sustainahle
behaviour at the warkplace.

GRI 301: 301-1 Materials used hy weight or volume NIB works to improve its internal waste management and waste handling procedures by cooperating with its catering and cleaning service
Materials 2017 providers. The Bank manitars recycling, and anly uses cleaning and recycling services certified by the official Nordic Ecolabel. For information
regarding used and recycled materials, see NIB'’s ecological footprint table.
NIB collaborates with its catering service provider to raise awareness about ecological food choices.

The renavation of NIB’s headquarters, which began in 2015, continued during 2017, and is carried out in accordance with the BREEAM standard
for refurbishment of existing buildings. The standard requires the use of sustainable material choices in both construction work and furniture.
Also, waste handling and disposal have strict pre-set requirements.

Energy
GRI103: 103-1 Explanation of the material topic and its NIB uses energy to run its day-to-day operations at its headquarters. In light of the impact the use of fossil fuels may have on the environment,
Management Approach Boundary NIB favours the use of renewahle energy.
103-2 The management approach and its During 2017, the Bank purchased electricity generated 100% from wind energy. The origin is guaranteed by the European Energy Certificate
components System. NIB maonitors its annual energy consumption and strives to reduce the amount of water, heat and electricity it uses, as well as to
consume less paper and fewer office supplies.
103-3 Evaluation of the management approach ~ NIB monitors its energy consumption and complies with the requirements set out in current EU environmental legislation and the WWF’s Green
Office programme. Information regarding facilities management is communicated to staff members.
GRI 302: 302-1 Energy consumption within the See NIB's Environmental Footprint table for maore information about NIB's energy consumption.
Energy 2017 organization
302-4 Reduction of energy consumption In 2015, NIB started renovating its headquarters in accordance with the BREEAM building refurbishment standard, which has pre-set
requirements for energy efficiency and energy consumption. NIB will be completing the renovation according to the standard’s Excellent level.
During 2017, the renovation of two office spaces was completed. In addition, NIB is also renewing the building’s technical machinery, including
the main air supply machines. Once they are fully operational, they will contribute to improving the energy efficiency of the premises.
Biodiversity
GRI103: 103-2 The management approach and its In its Sustainability Policy and Guidelines, NIB states that projects should comply with any obligations and standards enshrined in relevant
Management Approach components multilateral environmental agreements according to applicable EU legislation, for example those dealing with biodiversity, climate change,

the ozone layer, wetlands, persistent organic pollution, trans-boundary air pollution, endangered species and environmental information, and
others that may be ratified in the future. A benchmark reference often applied in NIB’s projects is the HELCOM standards for discharges into the
Baltic Sea. Correspondingly, the Bank emphasises environmentally and socially sound practices in its internal operations, and in the working
environment NIB aims to avoid placing any unnecessary strain on the natural environment. By providing information and training and offering
environmentally sound alternatives, the Bank sets out to encourage its staff to act in a way that has less impact on the environment.

304-3 Habitats protected or restored NIB does not have any specific programmes to protect or restore habitats.
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GRI103:
Management Approach

GRI 305:
Emissions 2017

Effluents and Waste

GRI 306:
Effluents and Waste 2017

Environmental Compliance

GRI103:
Management Approach

Year 2017
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103-1 Explanation of the material topic and its
Boundary

103-2 The management approach and its
components

103-3 Evaluation of the management approach

305-5 Reduction of GHG emissions

103-2 The management approach and its
components

306-2 Waste by type and disposal method

103-1 Explanation of the material topic and its
Boundary

103-2 The management approach and its
components

Climate change is a societal challenge as well as an environmental one, and requires the adoption of advanced new technologies to improve
greenhouse gas emissions and energy efficiency, among other things. Addressing this challenge is part of NIB’s mission to finance projects that
generate enviornmental benefits and productivity gains for the Nordic-Baltic region in order to increase sustainability and prosperity.

NIB is committed to supporting action aimed at mitigating and adapting to climate change. NIB calculates all the greenhouse gas emissions
from its projects, either directly via fuel combustion or production process emissions, or indirectly through purchased electricity and heat. The
Bank’'s management and Board of Directors consider these to be part of the loan decision process. As concerns its direct ecological footprint
and housekeeping, NIB has internal environmental guidelines for office practices, business travel, facility management and procurement.

When analysing projects, NIB’s environmental analysts caollect information on the potential impact and assure the quality of the information
provided during site visits and interviews with projects staff and relevant stakeholders. The assessed environmental impact is benchmarked
against relevant national laws, EU-regulations and standards. NIB publishes on its website relevant information on increases and decreases of
emissions resulting from projects.

In 2017, NIB’s lending contributed to an annual reduction of 49,000 tonnes of CO, emissions, and to an increase of 4,000 tonnes of CO,
emissions. Read mare on the impact of NIB’s lending and on the Bank's internal ecological footprint at its headquarters in Helsinki, including
information on emissions and waste.

NIB’s waste management and sorting is in line with the criteria set out in the host country Finland’s national regulations. The Bank monitors the
amount of waste it produces manthly. Appropriate waste management and waste handling procedures are in place, and the main types of waste
the Bank generates are sorted. These are: energy, paper, mixed, bio-, cardboard, metal, glass and hazardous waste, including electronic waste
and ink cartridges. These waste fractions are recycled. The Bank also decided to stop providing plastic water bottles to staff.

NIB’s aim is to continuously improve the waste handling and recycling in the premises. The Bank plans to achieve a reduction by rearranging
and simplifying the sorting stations, and by raising awareness about waste management through marketing environmental campaigns, such as
Earth Hour and Energy-Saving Week (a national energy-saving awareness campaign organised by a Finnish company specialising in energy and
material efficiency]).

Some of the projects NIB finances may potentially have negative environmental impacts. These may include the deterioration of the physical,
natural or cultural environment and surrounding community. In line with its own Sustainahility Palicy and Guidelines, NIB analyses projects with
regards to relevant standards and EU legislation.

In order to address any concerns regarding its operations, NIB has developed a channel for its stakeholders to express their views or comment
on projects with potential significant adverse social or environmental impacts. These projects are classified as Category A projects and are
made publicly available for comments before the Bank makes a decision on financing. In addition, if any persons invalved in the activities of NIB
observe or have reasonable grounds to suspect misconduct, they are encouraged to report such information. Complaints can be filed with, and
are handled by, NIB’s Office of the Chief Compliance Officer (0CCO).
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103-3 Evaluation of the management approach

GRI307: 307-1 Non-compliance with environmental laws
Environmental Compliance 2017 and regulations

NIB’s environmental review includes the categorisation of projects based on their potential negative impact, the definition of risks and planned
mitigation measures. For Category A and B projects, site visits and interviews with relevant stakeholders are included. Comments received from
the public on Category A projects are taken into consideration when a decision on financing is being made.

NIB communicates the results of environmental impact assessments to customers, and may give advice regarding prospective projects.
The management of environmental impacts of projects in line with applicable laws, regulations, standards and NIB’s Sustainability Palicy &
Guidelines is handled by the customer.

In 2017, the Bank puhlished details of ten (10] Category A projects and received no responses. No grievances were filed with the Office of the
Chief Compliance Officer.

GRI 400 Social Standards Series

Employment
GRI103: 103-1 Explanation of the material topic and its
Management Approach Boundary
103-2 The management approach and its
components
103-3 Evaluation of the management approach
GRI 401: 401-1 New employee hires and employee
Employment 2017 turnover

NIB’s employees are the Bank’s strongest asset in fulfilling its vision of a prosperous and sustainable Nordic-Baltic region, and an essential
internal stakeholder group. NIB’s staff requlations and code of conduct address labour and management relations, international laws and legal
standards, provisions for professional conduct and resolution of disputes, occupational health and safety, training and education, diversity and
equal opportunity, non-discrimination and freedom of association.

The Bank’s fundamental principles regarding its staff are the rule of law, transparency, predictability and equity. Based on its status as an
international organisation, NIB has established its own provision for its employees. The primary sources governing employment are employment
contracts and the staff documents.

NIB staff are required to comply with the palicies, regulations, rules and guidelines issued by the Bank, including the code of conduct for the
staff. See NIB’s Staff Regulations

NIB regularly collects feedback from its employees and conducts staff surveys. The purpose of the surveys is to assess the engagement of the
staff as well as the well-being and functionality of the working community. The results provide a better overall understanding of issues that need
improvement.

NIB has a Cooperation Council in place, which consists of four members representing the Bank and four members representing the staff. The
Cooperation Council aims to promote communication and initiatives between the employer and employees on work-related matters. The Bank
engages an independent ombudsman, who is available once a month for all staff members.

To engage all staff and to maintain an open dialogue, NIB communicates the Bank’s results, strategies, policies, activities and issues related to
working conditions to keep its staff informed. See NIB’s Public Information Palicy

In 2017, the average length of employment was 12.2 years. Twelve [12) permanently employed staff members left the Bank in 2017, resulting
in an exit turnover of 8.2%, compared to 3.2% in 2016. At the end of 2017, NIB had 193 employees in permanent positions. Of these, 80 were
women and 113 men. In addition, five (5] employees worked on projects in temporary positions. The average number of permanent employees
was 193 during the year. Read more about Waorking at NIB
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GRI 103: Management Approach

GRI 402: Labor/Management
Relations 2017

Occupational Health and Safety

GRI103:
Management Approach

GRI 403: Occupational Health and
Safety 2017
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401-2 Benefits provided to full-time employees
that are not provided to temporary or part-time
employees

103-2 The management approach and its
components

402-1 Minimum notice periods regarding
operational changes

103-2 The management approach and its
components

403-1 Workers representation in formal
joint management-worker health and safety
committees

403-2 Types of injury and rates of injury,
occupational diseases, lost days, and
absenteeism, and number of work-related
fatalities

Naote 7 in the Financial Report has explanations of “Additional benefits for expatriates”, “Pension obligations” and “Staff loans”.

NIB employees are members of an international financial institution. Based on NIB’s legal status, the labour laws or other legislation of the host
country Finland, or any other member country, do not automatically apply to its employees. There are, however, some exceptions, particularly
with regard to taxation, social security and pensions. You can read about these in the Host Country Agreement between the Government of the
Republic of Finland and the Nordic Investment Bank.

NIB employees are members of an international financial institution. Consequently, NIB has established its own regulations for its staff. See
Staff Regulations.

NIB makes every effort to create a safe and healthy working environment for its employees. The Bank considers all aspects of work, such as
general warking conditions, the environment and the personal capacities of its employees. NIB encourages its staff to estahlish and maintain a
sustainable balance between their professional and private lives.

NIB cooperates closely with its occupational health care service provider. Prevention is taken care of through regular health checks and hy
conducting work engagement surveys and offering flexible working hours.

In 2015, NIB conducted its most recent Work Engagement Survey in cooperation with the Finnish Institute of Occupational Health (FIOH]. The
survey, which is conducted regularly, collects employee feedback on issues related to the work environment, management and well-being

at work, as well as to initiating actions to improve practices. The response rate of the 2015 Work Engagement Survey was 84%, which is an
increase of six percentage points since 2013, when the survey was last carried out. NIB achieved a high score and was placed in the top 25 of
the FIOH'’s external sample.

NIB strives to continuously develop the interaction and cooperation between emplayer and staff. NIB’s Cooperation Council consists of four
members representing the Bank and four members representing the staff. The Cooperation Council aims to promote communication and
initiatives between the Bank and its staff in issues related to working conditions and the workplace, in a manner that enables the Bank to take
better account of the staff’s opinions concerning such issues. The goal is to achieve mutually acceptahle solutions for both the Bank and the
staff.

The Cooperation Council functions as an occupational health and safety body. The Occupational Health and Safety Commission consist of an
Occupational Health and Safety Manager representing the employer and two Occupational Health and Safety Agents representing the staff.
In addition, NIB has a Business Continuity and Security unit that is responsible for, among other things, developing and implementing NIB’s
security policies covering all areas of physical, personal and information security.

All of NIB’s staff are included in its health and safety management system. Read more about Working at NIB

The Bank encourages participation in activities that support wellbeing, which are highly appreciated by the employees. The sickness ahsence
rate—as a percentage of total working time—stood at 2% in 2017, compared to 2.2% in 2016.
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Training and Education

GRI103:
Management Approach

GRI 404:
Training and Education 2017

Diversity and Equal Opportunity

GRI 103: Management Approach

GRI 405: Diversity and Equal
Opportunity 2017
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103-2 The management approach and its
components

404-1 Average hours of training per year per
employee

404-2 Programs for upgrading employee skills
and transition assistance programs

404-3 Percentage of employees receiving
regular performance and career development
reviews

103-1 Explanation of the material topic and its
Boundary

103-2 The management approach and its

components

103-3 Evaluation of the management approach

405-1 Diversity of governance bodies and
employees

405-2 Ratio of basic salary and remuneration of
women to men

NIB is a professional expert organisation and encourages its employees to develop their competencies. It is essential for the Bank to have highly
skilled and committed staff members that are able to meet its customers’ needs.

NIB evaluates the need for additional training every year. The average number of training days per employee was 5.9 in 2017, compared to 5.4 in
2016.

In 2016, NIB initiated a new internal development programme, “Raising the Bar”, as part of the Bank’s strategy for strengthening the
professianal identity and competence of its employees. The programme aims to increase the staff’s understanding of the business enviornment
and clients’ needs. The programme continued in 2017.

The Bank’s staff represent 18 nationalities, and the warking language is English. Therefore, it is essential to provide language training to ensure
that all employees develop and maintain the required language skills.

NIB also focuses on developing its managers through supervisor training and personal growth processes. Managers have access to a supervisor
intranet site containing the Bank’s policies, regulations and guidelines. The site also provides recommendations on how managers can carry out
their roles and fulfil their duties.

The employees’ performance and individual work plans are reviewed in personal appraisal and development discussions with their supervisors.
These talks are held at the beginning of the year and followed up in autumn.

Maintaining a balanced diversity among staff members is crucial to NIB’s working culture. No discrimination on the hasis of gender, age,
nationality, ethnic arigin, family status, religion, health, political activities or any other comparable circumstance is permitted. The Bank puts
emphasis on preventing discrimination and will intervene if an employee is harassed in any way.

NIB has an Equality, Diversity and Inclusion Plan for 2016-2018 in place. The key themes of the plan are the prevention of all forms of
harassment and the promation of diversity and an inclusive work environment.

In its recruitment policy, NIB promotes a balanced distribution of genders, age and nationalities hetween the member countries. There is,
however, no requirement that only nationals of the member countries can be employed. Read more about Working at NIB

As part of the Equality, Diversity and Inclusion Plan for 2016-2018, NIB has established a reference group that works to address any potential
issues of harassment or discrimination. Further, NIB regularly collects employee feedback on issues related to equal oppaortunity in work
engagement surveys. In cases of harassment or discrimination, the Ombudsman can be contacted.

See

Executive Committee
Board of Directors
Board of Governors
Control Committee

NIB applies a fixed salary-hased system. Salary levels reflect the work profile, qualifications and competence of the individual jobholder, as well
as the results that NIB expects the employee to achieve. The Bank’s compensation palicies state that compensation must not be affected by
gender, age or race. Individual performance constitutes the basis for salary adjustments. Read more about NIB's compensation palicy in Staff

Regulations
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Non-discrimination

GRI 406: Non-discrimination 2017
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103-2 The management approach and its
components

406-1 Incidents of discrimination and corrective

actions taken

Freedom of Association and Collective Bargaining

GRI103:
Management Approach

GRI 407: Freedom of Association
and Collective Bargaining 2017

Child Labor
GRI103:
Management Approach

GRI 408: Child Labor 2017

Forced or Compulsory Labor

GRI 409: Forced or Compulsory
Labor 2017

103-2 The management approach and its
components

407-1 Operations and suppliers in which the
right to freedom of assaociation and collective
bargaining may be at risk

103-2 The management approach and its
components

408-1 Operations and suppliers at significant
risk for incidents of child labor

103-2 The management approach and its
components

409-1 Operations and suppliers at significant
risk for incidents of forced or compulsory labor

NIB has zero tolerance for any type of discrimination. To ensure a workplace free of harassment, NIB has in place an Anti-harassment Palicy,
which is governed primarily by the Human Resources unit. In cases of harassment, the ombudsman can also be consulted. See Staff Regulations

In 2017, no incidents of harassment or discrimination were reported.

NIB’s employees are members of an international financial institution. Based on NIB’s legal status, the labour laws or other legislation of

the host country, Finland, or any other member country, do not automatically apply to its employees. There are, however, some exceptions,
particularly with regard to taxation, social security and pensions.

NIB grants the whole staff full freedom of association, subject to NIB’s staff-related documents and code of conduct. These documents ensure
full freedom of association, subject only to non-conflict of interest and democratic principles.

As NIB is not subject to the jurisdiction of national courts, the Bank has set up arbitration rules for potential employment-related disputes. NIB
has an ombudsman whom the employees can consult and who may also act as mediator in the event of such disputes.

The Bank has a Cooperation Council in place, consisting of four members representing the Bank and four members representing the staff. The
Cooperation Council aims to promote communication and initiatives between the Bank and the staff in issues related to working conditions
and the workplace, enahling the Bank to take better account of the staff’s opinions concerning such issues. The purpose is to achieve mutually
acceptable solutions for both the Bank and the staff.

In 2017, there were no reports of suppliers or operations in which workers’ rights to exercise freedom of association or collective hargaining
were being violated or at risk.

NIB does not accept the use of child labour, which is illegal or harmful to minors, and requires its clients and suppliers to comply with
international standards for the employment of underage workers. The Bank believes in good human resources management. Respect for
warkers’ rights and their freedom of assaociation is part of good business.

In 2017, there were no reports of operations or suppliers using child labour or exposing young warkers to hazardous conditions.

The use of forced labour is not accepted by NIB. The Bank emphasises respect for human rights and observance of all national and international
legislation in its operations. Further, the Bank does not talerate discrimination based on gender, race, nationality, ethnic origin, religion,
disability, age or sexual orientation. Sound management of the safety and health of workers and communities is essential for the productivity
and efficiency of the business, as is respect for their legal rights and livelihood.

In 2017, there were no reports of operations or suppliers at risk of using forced or compulsory labour.
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Sustainability Operations Governance GRI Reporting

Local Communities

GRI 103: Management Approach

GRI 416: Local Communities 2017

103-1 Explanation of the material topic and its
Boundary

103-2 The management approach and its
components

103-3 Evaluation of the management approach

413-2 Operations with significant actual and

potential negative impacts on local communities

NIB finances large projects that may have a significant impact on the surrounding community, environment, people and economy. Some
projects may entail negative consequences. In order to ensure that such risks are identified and addressed, all projects considered for financing
undergo an environmental and social impact assessment, of which dialogue with stakeholders, as appropriate, is an integral component.

The preparation of loans that are listed as Category A projects due to social and environmental concerns includes their publication for 30 days
on NIB’s website to enable stakehalders to submit their views to NIB. However, any persons involved in the activities of NIB who observe or have
reasonable grounds to suspect misconduct, corruption or non-compliance are encouraged to report it. Complaints can be filed with, and are
handled by, NIB’s Office of the Chief Compliance Officer (OCCO].

There are no specific mechanisms in place to evaluate the management approach or its effectiveness. However, NIB's policies and procedures
are regularly reviewed. Stakeholders’ views and opinions on NIB's management approach are regularly requested in stakehalder surveys.

During 2017, NIB puhlished ten (10] Category A projects with potential impact on local communities on its website. No comments were received.
NIB eventually signed loan agreements with two (2] of the projects.

GRI Financial Sector Supplement - product portfolio

FS1

FS2, FS5

FS3

The management approach and its components

Policies with specific environmental and social
components applied to business lines

Procedures for assessing and screening
environmental and social risks in business lines.
Interactions with clients/investees/business
partners regarding environmental and social
risks and opportunities.

Processes for monitoring clients'
implementation of and compliance with
environmental and sacial requirements included
in agreements or transactions.

The Bank assesses the environmental and social impacts of all loan applications for consistency with the Sustainahility Policy and Guidelines. A
proposed project can be rejected due to non-compliance with the palicy. The policy also includes an exclusion list with activities not eligible for
financing.

Sustainahility Policy and Guidelines

NIB’s environmental and social review (see also an overview here)

The review includes the following key components:

-categorisation based on assessment of potential negative impact of the project

-definition of risks and impact of the project and of planned mitigation measures

-benchmarking of the project’s environmental and social performance with relevant standards

-assessment of the commitment and capacity of the client to manage the potential impact

-verification that the costs resulting from the environmental and social risks and impacts are factored into the project

Based on the categorisation, NIB indicates to the customer what type of environmental information NIB requires.

NIB expects its clients to be in compliance with the Sustainability Policy and Guidelines throughout the project, and provisions that entitle the
Bank to monitor projects are incorporated into the loan agreement. NIB has a special monitoring and ex-post mandate assessment process in
place to examine the implementation and results of projects financed by the Bank.

After NIB's financing is committed in legal documents and disbursed, the Bank especially maonitors projects with major environmental and social

risks and impacts in accordance with the enviraonmental review or as deemed necessary by NIB due to unexpected events. During 2017, ex-post
assessments were carried out for fourteen (14] projects.
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https://www.nib.int/filebank/56-Sustainability_Policy_Guidelines-2012.pdf
https://www.nib.int/filebank/a/1456388896/1aaea4ba283239ff72810f1d18e2116a/5237-nibs_environmental_review.pdf
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GRI Standard

FS6

FS8

Financial sector supplement - audit

FS9

FS10

FS11

Year 2017

Sustainability Operations Governance GRI Reporting < 6 7 > -

Percentage of the portfalio for business lines by
specific region, size (e.g. micro/SME/large]) and
by sector

Monetary value of products and services
designed to deliver a specific environmental
benefit for each business line broken down by
purpose.

The management approach and its components

Coverage and frequency of audits to assess
implementation of environmental and social
policies and risk assessment procedures

Percentage and number of companies held
in the institution’s portfolio with which the
reporting organisation has interacted on
environmental or social issues

Percentage of assets subject to positive and
negative environmental or social screening

Lending

The purpose of NIB’s lending activities is to finance investment projects that generate productivity gains and/or enviromental benefits for the
Nordic and Baltic countries. NIB rates all potential loans internally according to how they contribute to this mission. Only projects that contribute
sufficiently to NIB’s mission fulfilment qualify for loan approval. The proportion of lending with a “good” or “excellent” mandate cantinued to be
at a high level, accounting for 97% of all loans agreed in 2017. Read more about Impact and Mission fulfilment

The Control Committee is a supervisory body that ensures that the operations of the Bank are conducted in accordance with its Statutes. The
Control Committee is responsible for the audit of the Bank’s accounts and annually delivers an audit statement to the Board of Governors. The
Control Committee also monitors the compliance and anti-corruption practices of the Bank.

The audit of the financial statements of the Bank is carried out by external professional auditors appaointed by the Control Committee.

NIB is mission-driven and its core business is long-term lending. The main risks are assessed in the due diligence process prior to lending
agreements.

The Bank has a special monitoring and ex-post mandate assessment process to examine the implementation and results of projects financed
by the Bank. After NIB’s financing is committed in legal documents and dishursed, NIB especially monitors projects with major environmental
and social risks and impacts in accordance with the environmental review or as deemed necessary by NIB due to unexpected events.

Loans agreed in 2017

NIB assesses the environmental and social impacts of all loan applications.
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