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environment and guarantee cover

Within the scope of their engagements at home and abroad

German investors are faced with a variety of requirements

regarding global environmental protection and conserva -

tion of natural resources. The Federal Republic of Germany

(Federal Government) takes into consideration environ-

mental aspects when granting investment guarantees for

direct investments abroad.

The Federal Government supports projects with negligible

environmental impacts, projects creating a sustainable

improvement of the environmental situation at the invest-

ment location or projects with environmental impacts that

in the overall view can balanced out with other positive

effects. The Federal Government has now systemised its

procedure to consider guarantee applications

under environmental aspects. The procedure com -

prises steps for the preparation of the decision-making 

on the application and the subsequent monitoring of 

guar anteed investments.

The purpose of this leaflet is to outline the procedure and

the requirements of the Federal Government for granting

investment guarantees under environmental aspects.

criteria for the environmental audit

Federal guarantees for direct investments abroad can be

granted according to the Federal Budget Law and the

relating regulations. The projects have to be eligible

for promotion and justifiable as to risk. An es -

sential criterion for the eligibility for promotion of a

 project is its environmental compatibility. Furthermore

environmental issues can influence the political risk of 

a project.

screening

The environmental procedure consists of several steps.

The first step is a preliminary assessment (screening)

in order to determine the environmental impact of the

project. The screening is carried out on the basis of the

information provided by the investor in the application

form (cp. sec. B. 7) where the investor is requested to

briefly outline the project and the essential production

processes and to explain whether there are factors of

particular environmental impact.

On the basis of the investor's information every invest-

ment is preliminarily categorised into one of three cat -

egories of which the investor will be informed.

categories

category a:

Projects assumed to have strong environmental impacts

that mostly appear to be not locally limited and/or 

ir reversible. This particularly applies to projects affect -

ing nature reserves or settlement areas of indigenous

peoples or entailing large-scale resettlements.
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category b:

Projects assumed to have limited environmental impacts

that usually appear to be locally limited and reversible.

category c:

Projects for which no or only insignificant environmental

impacts are to be expected.

review

In a second step projects of the categories A and B are

examined more closely under environmental aspects

(review). For this the investor has to submit further in -

formation and documents. The extent of information re -

quired varies whether the project belongs to category 

A or B.

category a:

detailed information is required on the following

issues:

@ description of the project regarding location,  
type and size

@ particulars on the significant environmental impacts
of the project

@ description of the measures that can prevent, 
reduce or compensate these impacts

@ description of the project alternatives as well as the 
environmental reasons for choosing this particular
project alternative

@ particulars on the compliance with host country 
and international environmental standards

@ a non-technical summary of the aforementioned
information

The investor is usually able to submit an expertise by

an acknowledged environmental expert on all or

several of the above-mentioned aspects. 

category b:

For these projects the investor has to provide informa-

tion regarding the issues mentioned under category A

that are relevant for this project. Emphasis should be laid

on the significant environmental impacts of the project,

the envisaged environmental protection measures and

the compliance with environmental standards.

category c:

For these projects no further information is required due

to their minor environmental impacts.

decision-making process

A project can be considered eligible for promotion under

environmental considerations if it complies with the en-

vironmental standards of the host country. Compliance

with more stringent international environmental stan-

dards normally results in a project being regarded 

eligible for promotion under environmental consider -

 ations. If international environmental standards are not

attained, the eligibility for promotion under environ -

mental considerations is examined in detail. The deci -

sion-making process also takes into account if and to

what extent the investor plans additional measures for

improving the environmental quality.

monitoring

After issuance of a policy for projects of the categories 

A and B the investor has to submit annual reports on the

environmental situation of the project (monitoring).
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