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PREAMBLE

The	 AIIB	 has 	 just	 recently	 released	 its 	 AIIB	
Energy	 Strategy	Note 	for	 public	comments	Cll	
November	12th	2016.	The	Bank	is 	holding	two	
rounds	 of	 public	 consultaCons 	 on	 the	
document.	 “The 	objecCve	is 	the	consultaCon	
process 	 is 	 to	 shape	 and	 inform	 the	
development	 of	 an	Energy	 Strategy	 for	 AIIB.	
The	first	round	of	consultaCon	will 	inform	the	
preparaCon	 of	 the	 draL	 Energy	 Strategy,	
which	will 	be	submiNed	for	discussion	by	 the	
Board	 in	 December	 and	 posted	 on	 the	
website,	 followed	 by	 the	 second	 round	 of	
consultaCon	in	early	2017”	(pg	1	AIB	ES	Note)

The	note	is	essenCally	structured	as	follows:
• Outline	of	proposed	objecCves
• Goals
• Guiding	Principles
• ImplementaCon	of	the	Strategy

The	 Forum	 will 	 criCque 	 the 	 different	
components 	 of	 the	 above-menConed	
structure	accordingly	throughout	this	paper.	

In	page 	1	 Ctled	‘Purpose 	of	 the	 Issues 	Note’	
point	2-	 the 	AIIB	 idenCfies	that	 the	‘findings,	
interpretaCons 	and	conclusions’	expressed	 in	
this 	work	are	the	product	of	the	‘	staff’	of	the	
Bank	 and	DO	 NOT	 reflect	 the 	views 	of	 AIIB	
Management	 and	Board	 of	 Directors.	 It	 also	
menCons	 that	 ‘AIIB	 does 	not	 guarantee	 the	
accuracy	of	the	data	included	in	this	work’.	

ANALYSIS:	 Thereby	 implying	 that	 this	 note	 is	
open	 to	 cri:que	 and	 interpreta:on	 and	 may	
not	be	considered	as	the	official	posi:on	of	the	
AIIB	Management	and	Board.
In	 point	 3	 the	note 	emphasizes 	on	 ‘regional	
economic	 and	 social 	 development	 being	

conCngent	 on	 the	 provisions 	 of	 affordable,	
reliable	and	sustainable 	energy’.	There	is 	also	
a 	 menCon	 of	 many	 Asian	 countries 	 of	 not	
having	access	to	‘modern’	energy.	

ANALYSIS:	 The	 term	 ‘modern	 energy’	 maybe	
interpreted	 as	 a	 phrase,	 which	 implies	
investment	 in	 newer	 technologies	 in	 the	
energy	 sector	 and	 not	 necessarily	 implying	 a	
clean	 or	 renewable	 energy	 technology.	 The	
Forum	 throughout	 this	 note	will	 iden:fy	 key	
terms	 in	this	note,	which	may	signify	mul:ple	
interpreta:ons	 leading	 to	 guide	 the	 Bank’s	
investment	in	the	energy	sector.	

Po in t	 4	 emphas i ze s	 on	 the	 ene rgy	
consump:on	distribu:on	across	Asia.	The	data	
is	 from	 IEA	 database	 showing	 China	 having	
47%,	 India	 12%,	OECD	 Asia	 16%,	 Rest	 of	Asia	
25%	of	the	demand.	

ANALYSIS:	 This	 distribu:on	 will	 be	 open	 to	
specula:on,	as	AIIB	is	not	claiming	accuracy	of	
these	figures	in	this	note.

Point	5	of	the	note	focuses 	on	the	reliance	of	
fossil 	 fuel	 in	 Asia,	 ciCng	 that	 in	 2013	 Asia’s	
reliance	was 	5%	points 	higher	 than	the	world	
average,	86%	compared	to	81%	(according	to	
IEA).	 	 In	order	to	achieve	COP	21	agreements	
point	5	 suggests 	that	Asia 	has 	limit	 its 	growth	
to	8000	Mtoe	CO2	emissions,	but	pre	COP	21	
agreements	will 	lead	to	10,000	Mtoe	(roughly	
9,578	Mtoe).	

ANALYSIS:	 Forum	 believes	 these	 figures	 will	
need	 to	 be	 cross	 validated	 with	 IPCC	
projec:ons	 and	 findings	 before	 confirming	
them	 as	 strategic	 milestones.	 But	 the	
recogni:on	 to	 revise	 the	 Intended	 Na:onally	
Determined	Contribu:ons	(INDCs)	in	point	5	to	
achieve	COP	21	objec:ves	is	duly	noted.
Point	6	argues	that	in	order	to	meet	the	needs	

of	 improved	 standard	 of	 living,	 urbanizaCon	
progress,	 green	 growth	 and	 less 	 energy	
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intensive	countries 	the	key	will 	be	to	‘tapping	
the	sizeable 	potenCal 	for	 energy	 efficiency	 in	
exisCng	 infrastructure 	 stock,	 embodying	
energy	efficiency	in	new	stock	and	developing	

renewable	energy	at	affordable	cost’.

ANALYSIS:	 The	above	point	can	be	interpreted	
as	 indica:ve	 towards	 upgrading	 energy	
systems	 of	 borrowing	 governments,	 thereby	
leading	to	no	shi\	 in	the	source	of	energy	and	

risking	 con:nued	 fossil	 fuel	 burning	 and	
emissions.

The	AIIB’s	proposed	strategy	 is 	hinged	on	the	
noCon	 of	 Energy	 Sustainability	 which	 is	
defined	 in	 the 	 purview	 of	 –	 ‘adequate 	 and	
reliable	 supplies 	 of	 environmentally	 and	
socially	 acceptable	 forms 	 of	 energy	 at	

compeCCve	 prices 	 without	 compromising	
e n e r g y	 n e e d s 	 o f	 f u t u r e	
generaCons’….furthermore 	 the	 Energy	
Sustainability	 is 	 broken	 down	 into	 3	 basic	
components:	Access,	Adequate,	and	Reliable.

Point	 8	 emphasizes 	 Access 	 to	 Energy	
Sustainability	from	the	standpoint	of	‘ability	to	
purchase’	 energy	 from	 domesCc	 and	 foreign	
sources 	on	 a	commercial 	basis.	 There 	is 	also	
supplement	 wording	 on	 ‘…with	 no	 undue	

impediments 	imposed	 by	 governments,	 such	
as	quotas	on	imports	and	exports.’

ANALYSIS:	 On	 the	 issue	 of	 Access	 there	 is	 a	
clear	objec:ve	in	 liberalizing	the	energy	trade	
w i th in	 bor rowing	 governments ,	 the	

ramifica:ons	 of	 li\ing	 quotas	 from	 imports	
and	 exports	 of	 energy	 may	 lead	 to	 loss	 in	
sovereign	 rights	 over	 energy	 as	 a	 sector,	 as	
foreign	 energy	 suppliers	 may	 end	 up	

monopolizing	 domes:c	 markets	 pushing	 out	
na:onal	 producers.	 There	 is	 also	 a	 growing	
concern	 that	 if	 private	 sector	 operators	 in	
energy	 sector	 were	 to	 have	 free	 access	 the	

user	 fees	 on	 energy	 would	 increase,	 and	 the	
end	 use	of	 the	 energy	 would	not	 be	targeted	
to	 the	 poor	 and	 marginalized	 but	 rather	
commercial	 enterprises.	 There	 is	 a	 need	 to	
deeply	 inves:gate	the	pros	and	 cons	of	 li\ing	

quotas	on	 energy	 imports	and	 exports	based	
on	 the	 role	 of	 the	 private	 sector	 energy	
producers,	 geo	 poli:cal	 influence	 of	 energy	
expor:ng	 countries	 and	 the	 diversity	 of	 the	
needs	 of	 the	 governments	 in	 the	 context	 of	

reaching	 those	 without	 access	 to	 energy	
through	the	perspec:ve	of	energy	jus:ce.

In	 point	 8	 the	noCon	of	 Adequate	 supply	 of	
Energy	 entails 	needs 	of	consumers 	within	the	
context	 of	 ‘ jusCfying	 investments 	 in	

processing,	transport	and	distribuCon’	 in	final	
use	of	energy.

ANALYSIS:	 We	 are	 concerned	 that	 by	 giving	
emphasis	 on	 ‘jus:fying	 investments’	 the	 real	
needs	of	the	people	might	be	undermined.	The	

fact	energy	 is	a	public	good	and	a	public	right	
are	both	being	 jeopardized	 if	the	sole	 criteria	
of	ensuring	supply	 is	focusing	 on	 jus:fying	 its	
investment.	 In	other	words	if	inves:ng	for	 the	
real	 needs	of	 the	people	are	 not	 going	 to	 be	

lucra:ve	 to	 the	 industries	 involved	 in	
processing,	 transpor:ng	 and	 distribu:ng	
energy,	then	will	there	be	no	efforts	to	ensure	
energy	supply	for	those	who	desperately	 need	
it	at	the	local	and	household	level.

Point	8	focuses 	on	the	third	aspect	of	Energy	
Sustainability,	 which	 is 	 Reliability:	 the 	 note	
emphasizes	 on	 robust	 systems	 to	 ensure	
uninterrupted	flow	of	energy.

ASSESSMENT OF ‘PROPOSED 
OBJECTIVE OF THE STRATEGY’



4

ANALYSIS:	this	is	the	same	point	of	inves:ng	in	
energy	efficient	infrastructure	,	which	has	been	
sighted	earlier	in	the	note,	as	a	possible	sector	
of	investment.	Upgrading	exis:ng	energy	flow	

systems	 are	 some	 of	 the	 ongoing	 projects	
funded	 by	 AIIB	 ex:	 Bangladesh:	 DistribuCon	
System	Upgrade	and	Expansion	Project

Point	 9	 in	 terms 	 of	 strategy	 elaborates	 on	
data,	 which	 demonstrate	 the	 growing	

consumpCon	and	dependence 	on	fossil 	fuels	
in	Asia	(especially	 non-OECD	Asian	countries).	
Moreover	 data 	is 	provided	on	2billion	people	
being	 without	 access 	 to	 non-solid	 fuels	
(currently	 dependent	 on	 coal).	 There	 is	 also	

data	provided	on	increase	in 	CO2	emissions 	on	
per	 capital 	 fuel	 combusCon,	 which	 imply	
Asia’s 	figures 	growing	much	faster	than	global	
average.

ANALYSIS:	 From	point	 9	 it	 is	clear	 that	AIIB	is	

fully	 aware	 of	 the	 Asian	 emission	 and	 fossil	
fuel	 dependency	 predicament.	 This	 would	
suggest	 that	 Bank	 is	 bound	 to	 the	 ongoing	
discussion	 on	 climate	 change	 and	 need	 for	
emissions	 cutbacks	 to	 reduce	climate	change.	

From	 a	 civil	 society	 perspec:ve	 this	 is	
encouraging	as	 the	 framing	of	 the	 debate	on	
energy	 investments	 in	 the	 Bank’s	 own	
language	is	in	line	with	ongoing	climate	crisis.

Point	 10	 marks	 out	 two	 clear	 overarching	

goals	for	AIIBs 	Energy	Strategy	as 	per	this 	note	
which	are	–

a)Adherence	to	the	UN	 GA	 ResoluCon	65/51	
on	 Sustainable	 Energy	 For	 All 	 (SEA4ALL),	
which	 entails 	–‘universal 	 access 	to	modern	

energy	 services,	 double	 share	of	 renewable	
energy	 in	 the	 global 	 energy	 mix,	 and	
doubling	 the 	global 	rate	of	 improvement	 in	
energy	efficiency	by	2030.’

b)Adherence	 to	 the 	 196	 naCons	 approved	
UNFCC	 COP	 21,	 which	 entails 	 –	 ‘to	 limit	
world’s 	rise	in	average 	temperature 	to	well	
below	2	degrees 	Celsius 	above 	pre-industrial	

levels	 and	 pursue	 efforts 	 to	 limit	 the	
temperature	increase	to	1.5	degrees	Celsius.‘

ANALYSIS:	 these	 two	overarching	 goals	being	
clearly	 stated	 are	 also	 important	 aspects	 of	
this	 note,	 and	 will	 be	 recognized	 by	 civil	

society	as	fundamental	pillars	of	AIIB’s	Energy	
Strategy	and	its	commitment	to	being	a	‘green	
bank’.

	

In	 ‘Ensure	 energy	 security	 and	 equality’	 the	
note 	 menCons 	 AIIB’s	 support	 for	 ‘	 regional	
energy	 infrastructure	 connecCvity’	 on	 the	
same	 token	 this 	 secCon	 also	 speaks	 of	

providing	access	to	those 	who	have	liNle	or	no	
access	to	electricity.

ANALYSIS:	 These	 are	 two	 completely	 varied	
perspec:ves.	 In	 light	 of	 point	 8	 and	 pushing	
liberaliza:on	of	energy	 import	and	export	it	is	

clear	 the	 regional	 connec:vity	 would	 ensure	
trans	 boundary	 infrastructure	 investment.	
With	 increasing	 economies	 of	 scale	 in	
investment	 the	 capital	to	be	 leveraged	would	
entail	 private	 capital	 to	 be	unlocked	 in	 these	

investments,	 thereby	 relega:ng	 the	 needs	of	
the	masses	and	upholding	the	private	interests	
in	 energy	 supply	 and	 demand.	 This	
overarching	 guiding	 principal	 will	 shape	 the	
investment	 in	 the	 energy	 sector	 in	 the	 Bank	

and	unfortunately	 there	is	hardly	any	 tangible	
modality	 elaborated	which	 indicate	how	 that	
will	be	beneficial	to	those	who	have	limited	or	
no	access.	We	can	assume	an	 increase	in	user	

ASSESSMENT OF THE ‘PROPOSED 
GUIDING PRINCIPLES’
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fees	 as	 distribu:on	 channels	 maybe	 in	 the	
hands	 of	 private	 operators	 and	 not	 in	 the	
public	domain.

	 In 	‘	 Realize	 Energy	 Efficiency	(EE)	 poten:al’	

the 	 note	 points	 towards	 	 ‘internaConal	
experience,	 primary	 energy	 forecasts	 by	
internaConal	insCtuCons’	 that	 suggest	 energy	
efficiency	 is	 one	 of	 the	 major	 means 	 to	
achieve	global 	environmental 	objecCves 	vis-à-

vis	 COP21	 goals.	 The	 note	 consequently	
elaborates 	AIIBs 	proposiCon	of	–	‘making	most	
of	 energy	 infrastructure	stocks,	 rehabilitaCon	
and	 upgrade 	 of	 exisCng	 generaCon	 plants	
focusing	 on	 fossil	 fuel 	 power	 plants,	

aggressive 	loss	 reducCon	programs	in	 power	
and	 gas 	 transmission	 and	 distribuCon	
networks’.	 In	 terms 	 of	 financing	 the	 note	
indicates 	 AIIB	 will	 –	 ‘	 engage	 potenCal	
Financial 	 Intermediaries	 to	 tap	 huge	 but	

dispersed	potenCal 	of	EE	in 	industry,	buildings	
and	transport.’

ANALYSIS:	 This	point	 emphasizes	the	need	 for	
con:nuing	 with	 fossil	 fuel	 based	 plants	 and	
inves:ng	more	on	 associated	 facili:es.	 Let	us	

keep	 in	 mind	 the	 produc:on	 glut	 in	 China	
(steel	and	metal	industries),	Coal	extrac:on	 in	
Indonesia,	 Urbaniza:on	 plans	 in	 India	 for	
Smart	 Ci:es	 are	all	ac:ve	 impetus	which	 will	
benefit	substan:ally	from	AIIBs	investments	in	

‘upgrading’	 exis:ng	 systems.	 Moreover	 the	
men:on	 of	 Financial	 Intermediaries	 or	 FIs	
indicate	 the	 role	 of	 private	 investment	 firms	
adrac:ng	 mul:ples	 investors	 across	 various	
sectors	such	as	–	transport,	buildings,	all	forms	

of	 industry’.	 There	 is	 compounding	 evidence	
that	 FIs	 have	 been	 unaccountable	 on	
environmental	 and	 social	 impacts	 when	 it	
comes	 to	 implemen:ng	 and	 financing	 IFI	 led	
projects	 in	 infrastructure.	 This	 growing	

reliance	 on	 private	 capital	 firms/	 FIs	 in	 this	
sector	 without	 robust	 transparency	 and	
accountabil ity	 measures	 wil l	 lead	 to	
misappropria:on	of	resources	and	detrimental	

impacts	on	environment	and	communi:es.

On	 ‘	 Reduce	 the	 carbon	 intensity	 of	 energy	
supply’	the	note	reemphasizes	the	importance	
of	gas	as 	a	potenCal 	energy	investment	sector	
and	 increasing	 investments 	 in	 renewable	

energy	sources.	

ANALYSIS:	 Civil	 society	 recognizes	 that	
transi:oning	 from	 coal	 based	 power	 to	
renewables	 wi l l	 requ i re	 t rans i:onal	
investments	in	gas	but	what	was	expected	on	

this	 note	 was	 calcula:ons	 and	 accurate	
models	on	 how	this	transi:on	 would	 be	done	
to	 ensure	 COP	 21	 agreements.	 This	 issue	 of	
fossil	 gas	 as	 a	 transi:onal	 energy	 resource	
remains	 further	 inconclusive	 in	 later	 sec:ons	

as	 direc:onal	 rhetoric	 is	 men:oned	 on	
‘doubling’	 renewable	 energy	 investments	 and	
reducing	 fossil	 fuels.	 The	 lack	 of	 clear	 :me-
bound	guidelines	on	phasing	out	from	gas	may	
lead	to	over	 investments	in	 fossil	fuels	and	 in	

effect	 jeopardize	 the	 broad	 objec:ves	 of	COP	
21	men:oned	earlier	 in	 the	 note.	 To	 this	end	
Forum	 is	 explicitly	 calling	 AIIB	 to	 STOP	
investment	 in	all	 forms	of	 fossil	fuel	 including	
gas.

On	 ‘Limit	 local	 and	 regional	 pollu:on’	 the	
note 	 stresses	 on	 the 	 need	 on	 sectoral	
investment	 on	 energy	 polluCon	 clean	 up	
projects.

ANALYSIS:	 the	 issue	of	pollu:on	clean	up	 and	

emissions	 reduc:on	 is	 described	 as	 ‘business	
line’	 without	 details	 or	 examples	 on	 best	
prac:ces,	 base	 line	 data	 and/or	 possible	
alterna:ve	 solu:ons.	 The	 treatment	 of	 the	
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issue	in	the	note	through	general	rhetoric	does	
not	 give	 the	 impression	 that	 AIIB	 is	 looking	
into	this	issue	with	significant	emphasis.

On	 ‘promote	 regional	 coopera:on’	 the 	note	

idenCfies	 the	 need	 to	 ‘take 	 advantage	 of	
synergies’	 and	 ‘increase	 market	 size’.	 This	
agenda	 also	 emphasize	 more	 compeCCon	
among	manufacturing	 sectors 	including	R&D.	
It	was	also	expressed	in	this 	secCon	that	AIIB	

founding	members 	(stronger	 voice 	being	with	
bigger	 shareholder	 countries)	 stressed	 the	
need	 to	 increase	 regional 	 connecCvity	 in	
energy	systems.

ANALYSIS:	 Regional	 connec:vity	 has	 an	

underlying	inten:on	to	increase	market	access	
with	 more	 a	 trade	 agenda.	 It	 is	 yet	 to	 be	
established	as	to	how	instead	of	building	rural	
and	 local	 electrifica:on	 systems	 first	 regional	
connec:vity	 is	 expected	 to	 reach	 the	poorest	

of	the	poor.	The	note	con:nues	to	use	general	
terms	without	addressing	specific	gaps	on	how	
inclusive	 energy	 access	 will	 be	 established	
through	the	proposed	strategy.

It	 is 	stated	in	the	note	that	the	AIIB’s 	project	
selecCon	 would	 be	 ‘technologically	 neutral’	
with	 an	 emphasis 	 on	 energy	 security,	

economic	 growth	 with	 access 	 to	 poor	 and	
reduced	 emissions 	 being	 the	 laNer	 priority.	
With	 the 	broad	 agenda	 set	 the	 note	 delves	
into	sectoral	issues	such	as	–

‘Power	 transmission	 and	 distribu:on’	where	

the	focus 	is	given	on	power	grid	infrastructure	
as 	possible	 high	 priority	 area 	of	 investment.	
This 	falls 	within	the	purvey	 of	 the	previously	
stated	goal	of	energy	efficiency.	

ANALYSIS:	As	most	of	such	projects	will	look	to	
upgrade	exis:ng	grid	technology	 there	will	be	
various	 outsourced	 procurement	 orders	
associated	 in	 these	 projects.	 This	 should	 lead	

to	 a	 closer	 look	 to	 AIIBs	 Procurement	 Policy	
and	 Corrup:on	 and	 Integrity	 checks	 and	
balances.	 The	 importa:on	 of	 technological	
upgrades	 there	 environmental	 and	 social	
impacts	 along	 with	 the	 transparent	 and	

accountable	transac:ons	in	their	procurement	
all	need	 to	have	mul:ple	layers	of	checks	and	
balances.	 Once	 again	 a	 clear	 need	 is	 present	
on	 baseline	 studies	on	 current	 grid	 efficiency	
before	 any	 project	 is	 approved.	 There	also	 is	

need	 for	accurate	models	of	efficiency	 on	 the	
upgrade	technology	its	cost	and	viability	in	the	
long	term	should	be	publicly	shared	before	the	
loans,	work	 orders,	 contracts	and	 tenders	are	
issued.

‘Energy	Efficiency	 (EE)	Investments’	 -	On	this	
sectoral 	 investment	 AIIB	 idenCfies	 its 	lack	of	
technical 	 assistance	 loans 	 and	 grants	 in	
building	 client	 capacity.	 The 	 note	 	 also	
idenCfies	 that	 FIs 	 are	 the	 means 	 through	

which	 EE	 projects 	 are 	 oLen	 facilitated	 by	
MDBs.	Moreover	the 	note	expresses 	the	need	
to	collaborate	with	other	MDBs 	and	bilateral	
agencies	to	manifest	these	projects.

ANALYSIS:	 Civil	 society	 groups	 have	 o\en	

struggled	with	 FI	 projects	 as	they	 are	usually	
opaque	 in	 their	 opera:ons	 and	 lack	
transparency.	 Without	 the	 necessary	 Bank	
oversight	on	FI	due	diligence	on	ESF	and	other	
areas	 the	use	of	 this	modality	 to	 move	 large	

sums	of	loans	in	EE	projects	is	always	going	to	
be	 looked	 at	 with	 scru:ny	 and	 skep:cism	 by	
civil	 society.	 Once	 again	 the	 Bank	 expresses	
how	 co-financing	 will	 be	 a	 strategy	 of	
implementa:on	on	FI	projects	on	EE	leading	to	

ASSESSMENT OF 
‘PROPOSED IMPLEMENTATION’
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broader	ques:ons	being	 raised	 on	which	 ESF/
Safeguards	will	apply?	Who	 will	 be	 in	 charge	
of	project	monitoring	at	 the	ground	 level	and	
who	 will	 ensure	 transparency	 and	 due	

diligence	 during	 opera:ons	 and	 post	 project	
implementa:on?

‘RENEWABLE	 ENERGY	 INVESTMENTS’-	 The	
note 	idenCfies 	wind,	solar	photovoltaic,	run	of	
the	 river	 hydropower	 as 	 the	 essenCal	

technologies	 through	 which	 RE	 projects 	will	
manifest.	There	are	rough	esCmates	that	2/3rd	
of	hydropower	sources 	in	Asia 	are	untapped	in	
comparison	 to	 4	 countries	 viable	 for	 wind	
power	 and	 8	 countries 	 viable 	 for	 solar	

potenCal.

ANALYSIS:	 This	 sec:on	 of	 the	 note	 is	 clearly	
focused	 on	 hydropower	 dams	 as	 the	 core	
investment	 sector	 for	AIIBs	bid	 for	RE	in	 Asia.	
The	Forum	is	alarmed	 at	this	blatant	push	 for	

large	 hydro	 as	 an	 RE	 source	 considering	 the	
destruc:ve	 nature	 dams	 have	 had	 in	 the	
environment.	 The	 Narmada	 Dam	 funded	 by	
the	 WB	 had	 led	 to	 a	 social	 movement	 and	
protest	 and	 forced	 displacement,	 ADBs	

Namtheum	 2	 Dam	 in	 Laos,	 Citarum	 in	
Indonesia,	West	Se:	Nepal	are	all	examples	of	
how	devasta:ng	 socially	 and	environmentally	
large	 hydropower	 dams	 are.	 The	 lack	 of	
meaningful	 consulta:ons,	 lack	 of	 robust	 EIA	

and	 SIAs,	 corrup:on	 and	 weak	 governance,	
militariza:on	and	 abuse	of	 state	 power	 have	
all	led	to	 failed	projects	and	bad	loans	among	
the	 MDBs.	 They	 have	 also	 led	 to	 formal	
complaints,	 media	 and	 press	backlash,	which	

have	 shamed	 companies,	 governments	 and	
banks	 associated	 with	 the	 projects.	 We	 urge	
the	 AIIB	 to	 focus	 more	 on	 Solar	 and	 Wind	
sources	without	 this	blatant	support	 for	 large	
hydro	as	an	RE	source.	Over	 the	past	2	years,	

the	World	Bank	has	approved	only	$66	million	
for	new	hydro	in	Asia	versus	over	$750	million	
for	 new	 renewables.	 Meanwhile,	 the	 ADB's	
hydro	 porlolio	 remains	 modest,	 and	 has	

avoided	 direct	 financing	 of	 the	 more	
controversial	 hydro	 projects,	 for	 example	 on	
the	 Mekong	 mainstream.	 The	 AIIB	 should	
adopt	 a	 prohibi:on	 on	 large	 hydropower	
projects	 on	 the	 mainstream	 of	 major	 rivers.	

The	a\ermath	on	the	ground	will	lead	to	grave	
consequences	and	 instabili:es,	which	will	lead	
to	 credible	 losses	 in	 both	 name	 and	 porlolio	
to	 AIIB.	 In	 the	 same	 vein	 the	 AIIB	 should	
respect	 FPIC	 for	 all	 projects	 affec:ng	

indigenous	 peoples,	 and	 should	 only	 approve	
projects	 that	 meet	 the	 criteria	 established	
under	the	World	Commission	on	Dams.	

‘ LOCAL	 AND	 REGIONAL	 POLLUT ION	
INVESTMENTS’-	 In	 this	 sec:on	 once	 again	

broad	 generaliza:ons	 have	 been	 used	 to	
indicate	 investment	 in	 pollu:on	 abatement	
without	 focusing	 on	 specific	 technologies	 or	
modali:es	of	funding	 them.	We	urge	the	AIIB	
to	be	more	explicit	 in	 describing	this	‘business	

line’.	 Given	 the	danger	 of	pitching	 technology	
vs	technology	(e.g.	Hydro	vs	coal),	we	suggest	
AIIB	develop	and	opera:onalize	robust	energy	
and	power	sector	planning	tools	and	processes	
(such	 as	 Integrated	 Resource	 Planning)	 that	

fully	 internalize	 environmental	 and	 social	
costs;	 requiring	 demand	 side	 management	
and	 alterna:ves	 assessment	 or	 op:ons	
analysis.

FOSS I L	 FUE L	 POWER	 GENERAT ION	

INVESTMENTS-	 The 	 note 	 describes	 that	 in	
meeCng	the	countries’	energy	needs	AIIB	may	
consider	 investments 	in	 commercially	 ‘clean’	
technologies	 such	 as 	 Gas 	when	 available	 at	
affordable	 price,	 including	 Coal	 and	 Oil	 fired	
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power	 plans 	 ‘would	 be 	 excepConally’	
considered…

ANALYSIS:	NGO	Forum	on	ADB	calls	on	AIIB	to	
fully	 remove	 the	provision	 for	 ‘Coal	 and	 Oil’	

from	any	considera:ons	 for	 investment	from	
it’s	Energy	Strategy	and	 all	 future	draTs.	This	
provision	 should	 be	removed	 from	the	current	
note.	 There	 can	 be	 no	 future	 investments	 in	
Coal	and	Oil	if	COP	21	agreements	of	less	than	

2	degrees	Celsius	as	men:oned	in	the	objec:ve	
sec:ons	are	to	be	achieved.	An	opportunity	lies	
with	 AIIB	 here	 to	 be	 a	 truly	 green	 bank	 by	
making	 a	 formal	 commitment	 to	 abandon	
investments	in	Coal	and	Oil	fired	power	plants.	

This	will	not	only	set	a	tone	among	other	MDBs	
but	 also	 establish	 AIIB	 as	 a	 leader	 in	 Asian	
development	 finance,	 which	 looks	 to	 truly	
ensure	 Energy	 Sustainability	 for	 all	 with	
respect	 to	 the	 survival	 of	 the	 planet	 and	 its	

intricate	life	support	systems.

Oil	and	natural	gas	processing,	transporta:on	
and	 distribu:on-	 The	 note	 emphasizes 	 the	
need	 for	 private 	 sector	 investments 	 in	 this	
sector.	AIIB	recognizes 	that	some	governments	

in	 Asia 	have 	public	 agencies 	 in	 naConal	 and	
subnaConal 	 levels,	 which	 are	 leading	 the	
distribuCon	of	energy	systems.	

ANALYSIS:	 the	 Forum	re-emphasizes	 the	need	
for	 providing	 energy	 access	 to	 the	 most	

marginalized.	 As	 the	 social	 contract	 between	
state	 and	 ci:zen	 is	 the	 core	 founda:on	 of	
governance	 the	 need	 to	 strengthen	 exis:ng	
publicly	 led	 distribu:on	 systems	 is	 impera:ve	
for	 energy	 reaching	 the	one’s	without	 access.	

To	 th is	 end	 AI IB	 should	 refocus	 i t s	
implementa:on	 strategy	 and	 not	 encourage	
private	sector	investment,	which	is	o\en	driven	
by	 a	 trade	and	 market	 increase	agenda.	 This	
increased	 priva:za:on	 in	 the	 distribu:on	

system	 will	 disenfranchise	 the	 poor	 as	
inherently	user	fees	and	SPVs	will	be	dominate	
the	 sector,	 pushing	 the	 public	 user	 out.	 The	
ramifica:ons	of	inequality	and	energy	 injus:ce	

will	exacerbate	through	this	prac:ce	leading	to	
mass	 social	 instability	 and	 ques:oning	 of	 the	
AIIBs	energy	investment	agenda.

Nuclear	 Power	 Genera:on-	 The	 note	
elaborates 	 that	 AIIB	 will 	 not	 consider	

investment	in	nuclear	energy	at	this 	stage.	But	
the	 note 	 states 	 ‘..this 	 could	 be	 revisited	 if	
jusCfied	and	 internaConally	 recognized	needs	
emerge	in	client	countries’.

ANALYSIS:	 the	 Forum	 expresses	 its	 grave	

concern	on	this	sec:on	of	the	note.	Considering

Asia’s	 poten:al	 for	 solar,	 wind	 and	 other	
energy	 sources	 moving	 towards	 high	 risk	
nuclear	 energy	 investment	 would	 be	
dangerous.	 The	 leakage	 of	 Fukushima	

con:nues	to	pollute	the	Pacific	ocean	and	is	a	
clear	 warning	 to	 us	 all	 on	 the	 long	 term	
ramifica:ons	 of	 the	 threats	 residing	 within	
nuclear	energy.	The	other	issue	of	concern	will	
be	 the	 health	 and	 safety	 hazards	 of	 the	

workers,	communi:es,	 and	ecosystems	near	a	
proposed	nuclear	project.	We	note	that	 	other	
mul:lateral	 ins:tu:ons,	 including	 the	 World	
Bank,	 IFC	 and	 Asian	 Development	 Bank	 ban	
investments	 in	 nuclear	 power.	 We	 urge	 the	

AIIB	 to	 place	 nuclear	 energy	 on	 an	 exclusion	
list	 and	 	 unequivocally	 ban	 AIIB	 supports	 for	
nuclear	power

ADAPTATION	 PROJECTS-	 The 	 note	 describes	
how	AIIB	is 	looking	to	invest	in	climate 	change	

adaptaCon	 projects 	 as 	 part	 of	 its 	 Energy	
Strategy.	 It	 also	recognizes 	that	 adaptaCon	is	
an	 emerging	 business 	 line,	 which	 can	 be	



9

supplemented	 with	 grant	 faciliCes,	 such	 as	
GEF	and	other	MDBs.

ANALYSIS:	 this	 sec:on	 of	 the	 note	 is	
appreciated	 by	 the	 Forum,	 as	 adapta:on	

remains	 grossly	 underfunded	 by	 most	MDBs	
including	 the	 ADB.	 A	 concerned	 focus	 on	
funding	 adapta:on	 projects	 will	 lead	 to	
community	resilience	to	climate	change	and	a	
beder	 chance	 at	 reducing	 global	 emissions.		

In	case	of	Adapta:on	AIIB	posi:ons	itself	as	a	
major	 source	 of	 infrastructure	 finance,	 we	
intend	the	Bank	integrates	climate	social	and	
environmental	 risks	 in	 choosing	 investments	
including	 climate	 proofing	 tradi:onal	

infrastructure.	

CROSS-CUTTING	 ISSUES-	 In	 this 	secCon	 the	
note 	 emphasizes	 that	 green	 energy	
investments 	 require	 –	 new	 approaches	 to	
evaluate	economic	 viability	 b)	 highly	 skilled	

and	diversified	teams 	c)	solid	knowledge 	base	
d)	 effecCve	 coordinate	 across 	 sectorial	
departments.	 The	 note	 goes 	 into	 detail 	 of	
incorporaCng	 carbon	 pricing	 into	 its	
economic	 valuaCon	 systems	 and	 models;	

with	 significance	 given	 to	 other	 studies 	 by	
MDBs	 and	 country/regional 	 studies.	 Once	
again	in	terms 	of	diversified	teams 	and	skilled	
personnel 	 the 	Bank	 reinforces	 the	 need	 to	

higher	 strong	 ‘hydropower	 technical	
experCse’	 as	 a 	 focal 	 point.	 The 	 note	 also	
recognizes 	 that	 AIIB	 has 	 ‘no	 capacity	 to	
engage	 in	 knowledge	 based	 and	 policy	

dialogue	acCviCes’.

ANALYSIS:	 At	 the	 scale	 in	 which	 the	 Bank	
intends	to	 invest	 it	is	alarming	that	AIIB	does	
not	 have	 a	knowledge	management	 system.	
Apart	 from	 borrowing	 clients	 and	 investors	

the	 AIIB	 has	 not	 engaged	 in	 debate	 and	
d i s cou r se	 w i th	 c i v i l	 s o c i e t y ,	 l o ca l	
communi:es,	academics	and	researchers	as	a	
part	 of	 the	 policy	 dialogue	 formula:on	 and	
prac:ce.	This	lack	of	bodom	up	learning	from	

the	ground	will	lead	the	AIIB	to	be	blind	sided,	
and	this	is	one	aspect	of	the	Bank,	which	has	
been	 a	 clear	 limita:on	 in	 its	 comparison	 to	
other	MDBs.	 If	AIIB	were	to	 contextualize	the	
long	 term	 impact	 of	 its	 lending	 and	

opera:ons	 it	 needs	 to	 have	 a	 closer	
connec:vity	 with	 those	 who	 will	 be	 the	
project	 affected.	 To	 this	 end	 robust	 and	
transparent	 engagement	 with	 civil	 society	
will	ensure	the	AIIB	to	be	more	effec:ve	as	a	

lender	 both	 in	 terms	 of	 social	 and	
environmental	 responsibility	 as	 well	 as	 in	
achieving	its	long	term	objec:ves.
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This 	note	as	is 	previously	stated	is 	a 	reflecCon	of	AIIB	staff	therefore 	is 	open	to	interpretaCon	
and	 criCcism.	 In	 that	 spirit	 NGO	 Forum	on	 ADB	 feels 	that	 the 	note	 in	 its 	enCrety	 does 	not	
provide	a 	clear	guideline	on	how	it	will 	achieve	its 	prescribed	goals 	of	COP	21	agreements	and	

SE4All.	 In	 its 	 implementaCon	 the	 alarming	 concerns 	 are-	 its	 support	 for	 private 	 sector	
investment	 in	energy	 distribuCon	and	energy	 efficiency	 and	its	implicaCons 	on	access 	to	the	
poor;	 alarming	 support	 for	 Coal	 and	 Oil 	as 	viable 	 investment	 opCons,	 along	 with	 the 	over	
emphasis	on	funding	environmentally	and	socially	destrucCve	large 	hydropower	projects 	under	
the	name	of	 Renewable	Energy.	 Furthermore,	 even	 though	 the 	note	 states 	that	 AIIB	 is 	not	

considering	Nuclear	Energy	it	sCll	retains	a	caveat	to	do	so	in	the	future.	There	remain	no	clear	
mechanisms,	which	ensure	the	public	comments	to	be 	received	in	this 	draL	will 	be 	integrated,	
and	no	idenCficaCon	on	which	agency	of	the 	AIIB	will 	do	so.	There	is 	also	no	clear	indicaCon	on	
Cmelines 	or	mechanisms	of	consultaCon	with	NGO	Forum	on	ADB	and	civil 	society	 in	general	
over	this	ESS	note	and	it’s	future	draLs.	

Civil 	society	organizaCons	and	grassroots 	groups 	within	NGO	Forum	on	ADB	and	others 	across	
Asia	 oppose	 any	 financing,	 may	 that	 be 	grants 	or	 loans,	 by	 the	 AIIB	 and	 any	 other	 public	
financial	insCtuCon	for	all 	kinds	of	fossil 	fuel	and	nuclear	 infrastructure 	both	upstream	mining	
and	transport	as	well	as 	downstream	usage.	In	order	to	meet	the	objecCves 	agreed	in	the	Paris	
Agreement	for	staying	well	below	2	degree	C	warming.	We	support	public	funding	in	the 	energy	

sector	 to	 be	 scaled	 up	 solely	 for	 sustainable 	 renewables,	 energy	 efficiency	 and	 useful	
infrastructure	such	a,	grids,	storage	and	sustainable	public	transport.	

We	thank	the	opportunity	 to	comment	on	this	draL	but	remain	in	the	dark	whether	 our	valid	
and	urgent	concerns 	will 	be	heard	and	addressed	with	due 	importance 	by	the	AIIB	Management	
and	Board	of	Director.	We	hope 	that	AIIB	provides 	us	with	the	necessary	mechanisms	to	input	

into	the	ESS	meaningfully	as	we	look	forward	to	future	communicaCons	from	your	end.

Sincerely,

RAYYAN	HASSAN
ExecuCve	Director
NGO	Forum	on	ADB
Manila,	Philippines

CONCLUDING REMARKS
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