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	This is the quarterly newsletter following developments in sustainable banking in China. It offers updates on what Chinese banks, Chinese government regulatory departments, civil society and international stakeholders are doing to promote sustainable finance initiatives for China’s financial sector. We invite these stakeholders to read the below updates and contribute their own information on relevant sustainable finance work in China
We hope you find this update useful to your work and encourage you to send any feedback to Michelle Chan
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	SUSTAINABILITY IN CHINA’S FINANCIAL SECTOR

1. China Exim Bank delays financing of Nile River dam on complaints about environmental impacts
Ethiopian media reported that the China Export-Import (Exim) Bank had delayed financing for the US$ 555 million Chemoga-Yeda hydropower project in response to concerns from downstream countries about the environmental and social impacts. The five-dam Chemoga-Yeda hydropower project on one of the tributaries of the Nile River in Ethiopia was announced in 2009, and was set to be completed by 2013.  The Ethiopian Electric Power Corporation (EEPCo) announced the project delay in September 2011 while in the midst of lobbying the bank.  The China Exim Bank did not make any comments about its decision to delay disbursement of financing for the controversial project. 

2. CDB’s renewable energy loans left untapped by Chinese overseas solar panel makers 

In November, Bloomberg News reported that Chinese wind and solar energy companies had largely left untapped US$47 billion in loans from the China Development Bank (CDB) that were offered throughout 2010 and 2011 to assist the companies with their overseas expansion.  CDB, which provided lines of credit to companies such as Suntech Power Holdings Co., Yingli Green Energy Holding Co., Trina Solar Ltd, JA Solar Holdings Co. and Xinjiang Goldwind Science & Technology Co., is the world’s biggest lender to solar and wind energy companies.  A New Energy Finance analyst tracked 20 loans the bank made to Chinese wind and solar energy companies, finding that of the US$29 billion extended to five companies through 2010, only US$866 million had been drawn.  Analysts report that the loan amounts are part of conditional agreements and do not represent final deals.  

3. Industrial Bank launches Equator Principles blog

In August 2011, the Industrial Bank, which was the first and only Chinese bank to adopt the Equator Principles international project finance standards, announced that it was launching a new blog dedicated to publishing Equator Principles and other sustainability themed information and news.  The “Industrial Bank Equator Principles Blog” (“兴业银行赤道原则微博”) aims to promote and spread the concept of the Equator Principles and sustainable finance throughout China, and act as a platform for stakeholders such as financial regulators, NGOs, media, customers and others to share concerns and information.   The Chinese-language website is available here.

4. Sinohydro prospectus warns about overseas risks ahead of IPO

In September 2011, Chinese media reported that Sinohydro, the world’s biggest dam builder, raised RMB 13.5 billion (US$2.11 billion) for its Initial Public Offering (IPO) on the Shanghai Stock Exchange (SSE).  The IPO came as the company acknowledged that it faces mounting political, financial and reputational risks from its growing overseas business, including civil war in Libya, where the company had invested RMB 2.22 billion and popular protest in Myanmar, where the company is to build a dam on the Salween River.  In preparation of its IPO, Sinohydro began developing an environmental policy in 2009 in consultation with international NGOs.  In September, the NGO International River’s Peter Bosshard wrote that, “…[Sinohydro’s] environmental policy could set a model for Chinese and Western dam builders, and will continue to bring in international best practice examples and the concerns of local communities. But we are also aware that implementing a strong and effective policy presents a huge challenge.”   To date Sinohydro’s environmental policy remains in draft form.


	POLICY DEVELOPMENTS

5. MEP to establish a Green Credit data center to address policy implementation 

In an effort to improve implementation of the Green Credit Policy, the Ministry of Environmental Protection (MEP) is establishing a “Green Credit Data Center” from which to better collect and share corporate environmental performance information. The Green Credit Policy, which was introduced in 2007, stipulates that commercial banks deny loans to corporate clients that do not meet environmental standards.  In a December 2010 MEP progress report of the policy’s implementation, one of the main challenges identified was the limited sharable corporate environmental data from which government regulators and commercial banks could screen clients.  The data center will be established within the MEP’s Policy Research Center for Environment and Economy (PRCEE), and will feature a new database that is being constructed by the PRCEE, People’s Bank of China, and China Banking Regulatory Commission to collect corporate environmental performance data and monitor related commercial banks’ environmental information.  The database is expected to launch in Fall 2012. Additionally, a corporate environmental credit rating system and commercial bank environmental performance rating system are in the works. 
The improved credit evaluation system for corporate environmental performance has support from the State Council, or China’s executive cabinet, which made mention of the idea in a broad statement suggesting major activities to strengthen environmental protection in October 2011. 

6. HKEx calls for public comment on ESG reporting guide for listed companies
Throughout 2011 the Hong Kong Stock Exchange (HKEx) held several seminars and workshops for its listed companies to raise awareness about environmental, social and governance (ESG) reporting.  The events drew participation from nearly 850 listed companies, which were encouraged to start ESG reporting.  Following the trainings, the HKEx released its draft ESG reporting guide for public comment in December 2011, with a deadline for replies set for 9 April 2012.

The attention to ESG reporting comes after demands from civil society and investors for HKEx-listed companies to improve their disclosure of ESG issues to the public.  In 2010, Beijing-based Institute of Environmental & Public Affairs and HK-based Civic Exchange released a report highlighting the need for better enforcement of environmental disclosure rules by the HKEx.  The report found that 16% of HKEx-listed companies with operations in China had violated China’s environmental laws, but had not disclosed this to the HKEx (The report is available in Chinese and English).  Also, in January 2011, a group of 25 investors from the United Nations Principles for Responsible Investing (UN-PRI) network sent letters to 30 global stock exchange CEOs and listing authorities including HKEx asking them to support improved ESG disclosure through trainings and other activities.


	CIVIL SOCIETY ACTIVITIES

7. Massive pollution incident in Yunnan highlights inadequate local implementation of Green Credit Policy, prompts Chinese NGOs to action 
In Summer 2011, a major pollution incident in Qujing, Yunnan made headlines in the Chinese media, revealing that the Yunnan Luliang Chemical Industry Co. Ltd. had illegally been dumping thousands of tons of toxic chromium waste on the upper reaches of the Pearl River for more than a decade without being shutdown by authorities.  The years of environmental pollution had caused serious health impacts to local communities, which have been referred to as “cancer villages.”  In response to the incident, in August, 24 Chinese NGOs led by Kunming-based Green Watershed wrote an open letter to Chinese commercial banks requesting the banks disclose whether they provided loans to the Yunnan Luliang Chemical Industrial Co., Ltd.  Among the 16 financial institutions contacted were China’s top commercial banks, including Industrial and Commercial Bank of China (ICBC), Bank of China, China Construction Bank and China Agricultural Bank.  However, only two banks, Industrial Bank and Shanghai Pudong Development Bank, responded to the inquiry, stating that they did not have a financial relationship with the Yunnan Luliang Chemical Industry Co., Ltd. or its affiliates.  None of the other 14 banks responded.  A copy of the open letter is available in Chinese on the China Green Bank Watch website. 

In September and October 2011, Green Watershed also put in an information disclosure request to the Yunnan branches of the People’s Bank of China, China Banking Regulatory Commission and Environmental Protection Bureau asking the three agencies to make the polluting chemical plant’s credit history publicly available.  The NGO invoked China’s “open government” rule, the Green Credit Policy, and related provisions of relevant departments of the Yunnan provincial government.  None of the three agencies provided information about the company, citing various reasons including the possible violation of corporate “trade secrets,” as well as their own circumscribed authority and limited technology for sharing financial information between departments. 
8. Chinese NGOs appeal to HKEx and NYSE after listed oil company failed to disclose oil spill in China

In July 2011, 11 Chinese environmental NGOs sent open letters to the Hong Kong and New York Stock Exchanges calling for an investigation into the failure of ConocoPhillips China (COPC) to publicly disclose an oil spill at China’s biggest offshore oilfield earlier that year.  Among the signatories were Beijing-based Friends of Nature and Institute of Public and Environmental Affairs.  COPC is a subsidiary of US-based ConocoPhillips.  Later, in November 2011 the State Oceanic Administration of China announced that the oil spill polluted 6,200 sq km of the Bohai Sea, an area roughly nine times the size of Singapore. For more information contact Friends of Nature’s Chang Cheng.


	INTERNATIONAL COOPERATION AND DEVELOPMENTS IN SUSTAINABILITY 


9. IFC Encourages China's Banking Regulator and Banks to Share Experiences with Other Emerging Market Peers
CBRC, China's banking regulator, and Industrial Bank (IB), China’s first Equator Bank, spoke at the First Thailand Sustainable Finance Workshop held on 26 July 2011 in Bangkok, which was jointly sponsored by the International Finance Corporation (IFC) and Thai Bankers' Association.  CBRC introduced the development and evolution of China's Green Credit Policy and its partnership with IFC and other international organizations to implement the Policy. IB shared its perspective on its Equator Principles (EP) adoption and the process it went through.  IFC is playing a facilitating role to share China’s experience with sustainable finance at the regulatory and commercial bank levels to counterparts in Southeast Asia.  The IFC has also been promoting similar south-south knowledge exchanges between regulators in China with those in Vietnam, Bangladesh and Indonesia.  For more information, please contact IFC’s ZHANG Rong.

10. UNEP-FI holds sustainable finance event for local banking officials in Northern China 
In mid-July, the United Nations Environment Programme-Finance Initiative (UNEP-FI), the People’s Bank of China’s Hohhot Branch, the Financial Office of Inner Mongolia Autonomous Regional People’s Government and Germany’s GIZ held a one-day seminar on green finance in Inner Mongolia.  The event was an opportunity for about 80 representatives from local commercial banks, local banking regulators and environmental agencies to learn about international sustainable finance trends, sustainability risks and opportunities, and environmental and social risks specific to the mining sector.  Additionally, officials from Hebei Province were on hand to share their experiences implementing the Green Credit Policy at the local level.
Following up on the event in Inner Mongolia, UNEP-FI plans to launch a series of environmental and social risk trainings in China starting in the second quarter of 2012.


	

	[image: image3.png]


  [image: image8]

[image: image7]

 [image: image6]

 [image: image5]

 


 
BankTrack  www.banktrack.org
Vismarkt 15, 6511 VJ, Nijmegen, The Netherlands
(t)+31 24 3249220 / Contact@BankTrack.org
Mailing List: http://www.banktrack.org/show/pages/mailinglist
[image: image11]


Friends of the Earth-US  www.foe.org
(t)+415.544.0790 x220 / (f)+415.544.0796 
311 California St. Suite 510 San Francisco, CA 94104 


 
 


	Copyright © 2012 BankTrack & Friends of the Earth U.S. All Rights Reserved.

Unsubscribe from this newsletter? Please send an email.


