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Environmental and Social Data Sheet

Overview

Project Name: POWER DISTIBUTION PANAMA

Project Number: 2023-0453

Country: PANAMA

Project Description: Investment programme for the extension and modernisation of
electricity distribution networks in Panama, the investment is
expected to improve the operation of the electricity distribution
network in the regions concerned, to increase and modernise the
capacity of the network, to enable the connection of new system
users (some of which likely low-income households) and reduce
technical and commercial losses.

EIA required: yes

Project included in Carbon Footprint Exercise': yes

Environmental and Social Assessment

The Project encompasses investments in renewal, refurbishment, and development of the high,
medium and low voltage distribution assets, protection and tele-control systems, as well as
installation of modern LED public lighting systems and meters. It includes a large number of
electricity distribution schemes providing, in the period from 2024 to 2027, for approx. 4,100 km
of new and refurbished HV, MV and LV lines (overhead lines and underground cables), over
1,500 MVA of added transformation capacity, as well as the installation of approx. 200,500
new meters (out of which 30,000 smart meters).

Environmental Assessment

The environmental and social due diligence has followed the investment programme lending
approach according to the EIB’s procedures and standards, i.e. the due diligence focused on
the Promoter's capacity and capability to implement the programme in line with EIB
environmental and social standards and requirements. The Bank reviewed the environmental
and social capacity of the Promoter, including its organisation, processes and procedures.

In accordance with the national environmental legislation2, works and activities related to the
construction of HV and MV distribution infrastructures are subject to an Environmental and
Social Impact Assessment process, the relevant competent authority being the Ministry of
Environment.

! Only projects that meet the scope of the Carbon Footprint Exercise, as defined in the EIB Carbon Footprint
Methodologies, are included, provided estimated emissions exceed the methodology thresholds: 20,000 tonnes
CO2e/year absolute (gross) or 20,000 tonnes CO2e/year relative (net) — both increases and savings.

2 Law 41 of 1998 “General Environmental Law of the Republic of Panama”, and executive “Decree N. 1 of 1st
March 2023” which regulates the process of environmental impact assessment, and other provisions.
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To determine the need for an ESIA, projects are classified according to the significance of their
impacts?.

The Project comprises in total 50 major schemes related to HV and MV lines and substations,
planned to be mainly in urban and sub-urban areas. Based on the information provided, 16 out
of the planned 50 major schemes are about modifications of existing plants*, having limited
impacts. For these 16 schemes, the Ministry of Environment must be preliminarily consulted to
verify whether any ESIA is required (normally it should not be required). The remaining 34
schemes requiring an ESIA belong in most of the cases to category | (lower impact) and only
in one case to category Il (moderate impact).

Over ~65% (33 out of 50) of the planned major schemes included in the Project have already
been granted environmental approval (including the only scheme having moderate impact),
while for the remaining ~35% (17 out of 50 schemes), the procedure to achieve the
environmental approval is still in progress or not initiated yet.

The environmental impact studies made available by the Promoter and analysed by the Bank®
are deemed to be complete (as they properly analyse all the different impact dimensions®,
relevant risks and mitigation measures’) and in line with the main standards required by the
Bank.

Climate risks affecting the Project area are mainly related to land instability and landslides.
These risks are mitigated via appropriate measures adopted in planning/localization, design,
and construction of the Project facilities.

The Project has been assessed for its Paris alignment and it is considered to be aligned both
against low carbon and resilience goals in line with the policies set out in the Climate Bank
Roadmap and with the EIB’s Energy Lending Policy.

3 The same national legislation defines the impact criteria/dimensions to consider in order to determine the category
(I, 1T or IIT) which describes the impact severity of the project The following impact dimensions/criteria are used to
determine the severity of the impacts and the relevant project category:

- Criterion 1: the health of the population, flora, fauna and the environment in general

- Criterion 2: the quantity and quality of natural resources

- Criterion 3: attributes of an area classified as protected or with landscape or tourist value

- Criterion 4: the systems of life or customs of human groups, including urban spaces

- Criterion 5: archaeological sites, buildings or monuments of anthropological, archaeological value, historical

monuments.

4 E.g. change of a transformer in the same place as the existing one, or extension of plants within the perimeter of
the existing substation.

3 E.g. the studies carried out for the two schemes Arquitectura de Red MT (13.8 kV) de la Subestacién Bella Vista
and Nueva Subestacion La Floresta 115/12 kV.

% Health of the population, flora, fauna and the environment in general, quantity and quality of natural resources,
attributes of potentially impacted areas classified as protected or with landscape or tourist value, the systems of life
or customs of human groups, including urban spaces, archaeological sites, buildings or monuments of
anthropological, archaeological value, historical monuments, etc.

7 Main impacts relate to excavation works to open the trench needed to lay underground MV cables, producing risks
of land erosion, loss of vegetation cover, habitat reduction, noise and vibrations, dust, gas emissions (mechanical
equipment and trucks generates gases resulting from the combustion of fuels in engines) and traffic disruption (due
to obstruction of roads, risk of accidents) during the construction. Main mitigation measures include: placing traps
to retain sediments, covering the removed earth with a tarp until it is used again to refill the trenches, carry out the
work in periods of little rain (dry season), reforestation of areas impacted by tree cutting, training to staff on wildlife
protection, use of signs to protect wildlife and relocation equipment in case species enter the project area, using new
mechanical equipment or equipment in optimal conditions to execute the works, carrying out the activities during
the daytime period (7.30am to 4.30pm), proper collection and management of generated waste, notification of works
to the transportation authority, use of specific road signs, presence of a traffic police officer, etc..
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EIB Carbon Footprint Exercise

Estimated absolute annual emissions of the Project in a standard year of operation, amounting
to 21.7 kT CO2elyear®, are above the Bank’s methodology thresholds.

The relative emissions, amounting to a positive value of 8 kT COZ2elyear, indicate that the
absolute emissions due to the Project are not offset by the reduction of system technical losses.
The baseline emission is equal to 155.1 kt CO2e/year.

For the annual accounting purposes of the EIB Carbon Footprint, the project emissions will be
prorated according to the EIB lending amount signed in that year, as a proportion of project
cost.

EIB Paris Alignment for Counterparties (PATH) Framework

e The counterparty Naturgy Energy Group (as head of group of the Promoter) is in scope
and screened into the PATH framework, because it is considered high emitting.

e The counterparty already meets the requirements of the EIB PATH framework with its
existing alignment plans.

Social Assessment, where applicable

Given the nature of the project (large number of schemes with individual limited footprint), the
assessment is carried out based on national framework documents, compounded by the
assessment of the capacity of the Promoter.

Regarding any involuntary resettlements, the national legislation® deals specifically with
resettlement or displacement of human communities and/or individuals, temporarily or
permanently, impact on human groups protected by special provisions, and transformation of
economic, social, or cultural activities.

The Promoter confirmed that for the realization of the planned infrastructures only already
available easements (e.g. for lines running parallel to existing ones) or public easements will
be used. During design, engineering and execution, the Promoter ensures that routes run along
available or public easements as a priority. In exceptional cases where it is not possible to
remain in public easements, negotiations are put in place to amicably acquire electrical
easements from private owners. On this basis it is unlikely that the Project will entail physical
or economic resettlement of people. Should any resettlement be necessary, the impacted
population will be consulted and compensated in compliance with the EIB E&S standards.

Based on the information provided, there are no Project schemes affecting indigenous
populations settlement established according to the national legislation°.

8 The estimate also considers the energy efficiency gains achieved through the installation of LEDs in public
lightings (expected savings are ~1.4 GWh/year).

9 Executive Decree No. 1 of March 1, 2023, which regulates Chapter III of Title II of the consolidated text of Law
41 of 1998 concerning the Environmental Impact Assessment process and other provisions. Article 22 of this
Executive Decree, specifically under numeral 4, Criterion 4, specifies the potential social effects that may result
from project realization.

10 Regarding Indigenous Populations, indigenous zones or regions are defined and governed according to the national
legislation. Of the 5 zones in Panama, only one falls within the Promoter’s concession area. This area is governed
by Law No. 10 of March 7, 1997, which establishes the Ngobe Buglé Comarca. Any projects or activities affecting
indigenous settlements must comply with the provisions of Article 7 of General Environmental Law 41, as well as
Article 40 of Executive Decree No. 1 of March 1, 2023, which outlines guidelines within concerned regions for any
activity or project resulting from the Environmental and Social Impact Assessment process.
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The Project also includes low to moderate impacts related to noise, dust, and traffic disruption
during the construction, and electromagnetic fields (EMF), and nuisance during operation. The
Promoter has the capacity and is committed to implement the necessary mitigating measures
at both design and construction stages. These typically include special construction procedures
to minimize damages and disturbance, construction of facilities to contain oil leaking from
transformers, soil restoration, traffic management measures, appropriate waste collection
procedures and other.

The actions aimed to reduce the illegal connections and the possibility of frauds on metering
devices which are part of the investment, will also contribute to social inclusion by reducing
clandestine connections which are unsafe and do not allow for basic living standards.

Public Consultation and Stakeholder Engagement

According to national legislation, citizens’ participation and public consultations are part of the
Environmental and Social Impact Assessment Process. The relevant requirements depend on
the impact severity. The Project schemes related to new HV and MV lines and substations have
low or moderate impacts.

e For low impact schemes, the preparation of the ESIA can require the citizens’
participation: interviews or surveys (random representative sample), delivery of flyers
or briefings, but no public consultation is requested.

o While for moderate impact schemes, the preparation of the ESIA requires in addition
to interviews and surveys, also a report with the results obtained and analysis of results.
Moreover, when a public consultation is required, the promoter shall publish and
disseminate an excerpt from the ESIA in 3 media (newspaper or radio and social
networks).

The Promoter is deemed to have the experience and the capacity to manage the consultation
and stakeholders’ engagement processes in line with EIB environmental and social standards.

Other Environmental and Social Aspects

The Promoter is an experienced distribution network operator, with a dedicated team
responsible for the environmental and social aspects of projects. The environmental
management capacity of the Promoter is also reflected by the 1ISO-14001 standard certification
obtained. The Promoter also possesses the ISO-9001 and 1SO-45001 certifications and
maintains for all its processes and activities an Integrated Management System Manual for
quality, environment, safety and health, implementing the relevant ISO international standards.

When ecological compensations are required, one important measure can be reforestation. In
the past years (from 2005 to 2023), the Promoter has been very active in reforestation
programs, with ~133,500 seedlings planted on more than 120 hectares nationwide.

Based on the above elements, the Promoter is deemed to have the experience and the capacity
to manage the Project in line with EIB environmental and social standards and requirements.

Conclusions and Recommendations

The Bank reviewed the environmental and social capacity of the Promoter including its
organisation, processes and procedures, and deemed them to be acceptable to implement this
operation in compliance with the EIB’s Environmental and Social Standards.

Based on the information available and with appropriate conditions and monitoring, the Project
is expected to have minor negative residual impacts and thus it is acceptable for EIB financing
in environmental and social terms.
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The Promoter undertakes:

to implement the Project in accordance with the EIB’s Environmental and Social
Standards. In particular, should any resettlement be necessary, the impacted
population will be consulted and compensated in compliance with the EIB’s standards,
and relevant reporting will be provided to the Bank.

not to allocate the Bank’s funds to any Project schemes that require an Environmental
and Social Impact Assessment (ESIA), until the ESIA have been finalized and
approved by the competent authority, and all the relevant permits have been issued.

that no EIB funds will be allocated to assets connecting generation with lifecycle GHG
emissions above 100 gCO2e/kWh.

to store and keep updated any documents that may be relevant for the Project, and
which support the compliance with the above provisions and shall, upon request,
promptly deliver such documents to the Bank.

not to invest in any incompatible activities, in line with the PATH framework.



