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UN Secretary General Ban Ki Moon has called on all nations to “come together in a global,
collective, inclusive and low-carbon approach to growth and development.” Public money
could and should have a vital and central role to play in encouraging and supporting a global
shift to low carbon technologies.

We, the undersigned representatives of development, environment, faith-based, human rights,
community, and indigenous rights groups oppose the World Bank's current initiative to
establish Climate Investment Funds (CIFs).

While we recognize that efforts have been made to improve the original proposal (e.g. in
governance structures), we are simultaneously alarmed that Bank management is offering
minimal public comment period, in English only, on an issue of obvious global significance.
This kind of disregard for the importance of the input of global civil society is unfortunately
typical of the World Bank and illustrative of our concerns regarding the Bank’s administration
of climate funds. We further note the following concerns:

o It is highly inappropriate to issue loans for adaptation, given that rich countries
are overwhelmingly responsible for climate change. It is currently suggested that the
proposed Pilot Program for Climate Resilience will offer loan finance for adaptation, even
though the overwhelming responsibility for climate change we experience today lies clearly
with rich (World Bank donor) countries.

o The World Bank's energy lending patterns must be addressed before it takes
control of climate funding. Unfortunately, and in sharp contrast to the transformational
role that any useful public finance mechanism must play, the World Bank Group continues
to commit scarce international development finance in a manner that locks in long-term
energy pathways inconsistent with international climate needs. In fact, since the
Gleneagles G8 meeting in 2005, where the Bank Group was tasked with designing a clean
energy investment framework and leading the fight against climate change, lending for
fossil fuels has actually increased at a rate that exceeds the increase in renewable
technologies — thus exacerbating an already large imbalance in funding.* Meanwhile, on
November 29, 2007, the European Parliament overwhelmingly passed a Resolution calling
for an end to fossil fuel financing by the European Investment Bank and Export Credit
Agencies.

. The Clean Technology Fund (CTF) has no definition of clean technology, and
there are serious concerns that it will be oriented heavily toward funding large-scale coal
plants?. Without a clear definition of "clean technology," the Clean Technology Fund may
thus be used to finance projects that do not clearly mitigate climate change or may take up
scarce resources that bring minor or incremental change, when fundamental change is

! World Bank Group support for fossil fuel extraction in FY06 actually increased 93% compared to FY05. The private sector
lending arm of the World Bank Group — the IFC actually increased its support for oil alone by more than 75% from FY 05-06.
Current World Bank Group support for fossil fuels, including power, has increased at least 42% over FYO05 levels. World Bank
support for renewables and efficiency is also increasing but by less than its support for fossil fuels — 28-40% by the Bank’s own
estimates. So the gap in funding is actually growing larger, and exactly the wrong signals are being sent to the market.

2 Annex A, p. 14 of the draft “Proposal for a Clean Technology Fund,” April 29, 2008, Rev. 1, states: “Financing from the CTF could
cover one or more of the following proposed transformational investments:”... “(iii) Achieve significant greenhouse gas reductions by
adopting best available coal technologies with substantial improvements in energy efficiency; (iv) Support readiness for implementation
of carbon capture and storage”...



needed. Public finance meant to combat climate change should not be used to subsidize
any carbon intensive technology, even if they represent a marginal improvement in
emissions. Clean must mean “clean”, not “slightly less dirty”. A prime example of this
practice is the recent approval of a $450 million loan by the International Finance
Corporation (IFC) for a 4000 MW supercritical coal fired power plant.®

o The governance structure of the World Bank is not sufficiently inclusive of
developing country governments. While we recognize that improvements to the
proposed governance structure of the CIFs have been recently proposed, any such
improvements are inadequate when located within an institution that is both undemocratic
and lacks transparency. The World Bank, as an institution, is burdened by fundamental
issues of trust with the very constituencies that it professes to serve. Therefore, any
initiative administered by the Bank will at best have to work very hard to overcome
legitimate scepticism, and at worst will be undermined and rendered ineffective by the
reputation of its parent.

) The World Bank initiative could undermine the United Nations Framework
Convention on Climate Change (UNFCCC). The proposed funds could divert funding
that should come through a global agreement based on the model of common but
differentiated responsibilities. The UNFCCC Adaptation Fund that was established at the
Conference of Parties in Bali in 2007 has already held its first meeting, and is moving
forward. However, it will require additional funding beyond the levy from the Clean
Development Mechanism. Additional funds that might have gone to this Adaptation Fund
,could now be diverted into the World Bank.

o Clean energy funding for the purposes of addressing climate change in
developing countries should be in the form of grants. The Bank currently proposes
both grants and loans for “clean” energy technologies. At the very least, climate funds
should provide grants equal to the difference in price between conventional technologies
and truly clean technologies that will help put countries on a clean development path. A
policy such as this could do much to “level the playing field” for truly clean renewable
technologies.

o Funding to help developing countries respond to the challenges of climate
change must be explicitly additional to the long-standing Overseas Development
Assistance (ODA) commitment of 0.7% GDP.

o Developing countries have already voiced grave concerns. In Bangkok, at the
plenary sessions of the UNFCCC'’s ad hoc working group on long-term cooperation, the
G77 and China criticized the World Bank’s Climate Investment Funds. Individual
developing countries have also expressed alarm that the Bank initiative would undermine
their efforts in the UNFCCC.

We believe that urgent action on climate change is required. However, the current rush to
establish the CIFs could lead to establishing top-down funds that fail to promote the vital,
wider environmental and development benefits and sustainable transformation required to
address climate change.

At this delicate moment in history, pushing forward with World Bank-led climate investment
funds could lead to a serious erosion of trust in the international community. Therefore:

We urge developed country governments not to support the launch of the World Bank
initiative until and unless all the aforesaid concerns are fundamentally addressed.

® The Tata Mundra Ultra Mega $450 million loan was approved by the IFC’s Board on April 8", 2008. Fora critique of the project,
please click here.



http://priceofoil.org/wp-content/uploads/2008/05/tataletterfinal.pdf

We call on developing country governments to give attention to our concerns and raise
them with donor countries, the World Bank, and other relevant institutions.
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