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Who We Are and What We Do

1n 2016, the Asian Infrastructure Investment Bank (AIIB) began operations

10 help foster social and economic development, create wealth and improve OUR MANDATE
infrastructure connectivity in Asia by investing in sustainable infrastructure
and other productive sectors. We help our members meet their Sustainable “Foster sustainable economic development. create wealth, and improve ifrostructure.

‘evelopment Goals and their Nationally Determined Contributions.
according to the Paris Agreement. We believe Asia’s future pruspemy will
be driven by inclusive and ore
values of Lean, Clean and Green, we contribute
social development in Asia and beyond by helping finance vital
infrastructure —infrastructure that is financially, economicaly, socially and
environmentally sustainable and supporls one or more of our thematic
priorities. We believe tomorrow’s infrastructure willlook very different. It will
be shaped by rapid changes in the way markets function and how people
live, move and work. What i built, how it s buit and where it s built will @ enwmee
evolve as the needs of peaple, the economy and the world change.
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From Our President

‘The end of 2019 marked AIIB's entry into its ffth year of operations, the last of our It was a year of growth, development and learning for
the institution as we expanded our capacity to serve our clients.

In 2019 alone we welcomed nine new proposed members to our Bank,
meaning our 102 shareholders across the world now represent 79 percent T
s a1 ot

of Our staft by

year, reaching 279 by the end of 2019. We increased the range of financial
offe, including g, part

quarantees, variable-spread loans and non-USD hard currency loans. We

expanded our operations to include seven additional Al members. And of o T

course, the volume of our investment also continued to grow, amounting to v i

more than USD12 bilon in approved financing by the end of the year. B

2019 was also a year of firsts for AllB, including the achievement of AllB's
first external attestation of its effective internal controls over financial
reporting, which s a keystone of investor confidence and the result of
enhanced goverance and high-quality controls. @ ensnce

2019 also saw the nclusion of  frstotiskind Climate Change Investmen framework as part of our AIIB Climate Bond Portflio. We aiso announced
our subscription nt Pte. Lid, a new pool
Instuionl captal o frasructre dob i Asi

AIB in 2019 was the i five-year bond. This much-anticipated inaugural transaction in the debt capital
ket st ver 4 illon cger rom s man S0investos acoss the globe, rapresanting 27 counties, Wo sl his demm\suales investor
commitment
speakto our ambit bankand a international

So0n A b nterg st paseof evlopment e il b harcarzed ) ront and xparsion.Hanever, 5 e et n it vas
pened its doors is o the same world we live in
mﬁcinl\yv T Geoat ceonomy now fces nprocadoiod chalonges, ariary

now. Th
after the outbreak of the COVID-19 pandemic.

‘The COVID-19 crisis will be a litmus test of our abilty to address formidable unpmosdentsd musnge: Will AlIB prove to be agile and flexible enough

to assist our low s the time for s adaptabilty, resilience, responsiveness and
eadiios by sapping o o o b an vl sororcleia Wit urgem financial support. 'AIB's CoVID-16 Orss Recovery Facillty allows us.
1o support our members and clients in alleviati . financial, social pressures arising from COVID-1S.

Whie the long-term consequences of the currentciss are e o play ou, s fikely hat increasing fscal pressures and economic slowdown willlead fo
investment, idening what was already a very large gap. I is therefore critical that key infrastructure investments,
uaniwlany those mitg . continue to

s our role to step up our efforts to 10 keep our members fscally on lrack during times of uncerlainty. Once the COVID-
19 crisis s over, AlB will need to quickly onit i i members infrastructure for
deve\opmem The rss has o sleid us o he necessty ofimproving pubi hlth systams (o prvent and mitgae the mpact of e pidemics
the p: o of the pandemic by
nhancing their capaci . strengthen their ind support the private sector as it rebuilds.

MDBS, in particular, can be faciltators
and othor fanding soures on ssues of global mportanco. Beyond he Immediate GOVID.19 cris, chma\s chﬁnge remains the. grealest long-term

challenge facing our members, and we will continue to work to help all of our members achieve their targets under the /e have joined
eightother MDBs n a plecge (0 increase global clmate acion invesiments. This is an area where inovation i sorely needied, and we infend to do our
part to identily new appr pur i in d investments.

Looking back at what we did in 2019 gives us a better perspective on what has been achieved and what remains to be done. Beyond the immediate

consequences of the COVID-19 criss, there are nges taking place within g landscape, influenced by rapid shifts in
and how people v, . Once the world emerges from the panderic, the needs of people and the economy—along

with f ‘what we build and how we build it. One thing we can be sure of amid the current

uncertainty is that 2 and function y from how it does today.

Butas long as we keep our mandate in members under the guidance of our Board of d Board of Directors,

Thave AVIB wil lve up to E and clents.

N\



From Our Board of Directors

MDBs are agents of change. They are wel-positioned to flfl common global needs financially and through the impact these financings lend to the
global community. Yet MDBs are merely part of the ecosystem for global change. We need to work with our members and national governments, other
iternationa institutions, local and regional organizations and authorites, the private sector and civl society. Collectively, we are all agents of change.

As a colective, MDBs have the capabilty 1o respond o three pressing global needs: (1) addressing issues surrounding al thee dimensions of

conomic, social a (2) bridging borders and economies and (3) closing the infrastructure financing gap. The
world stands to gain from adcf all three. these as our to respond and contribute 1o these main obstacles the
world is facing.

AlIB is not the only actor in these priorities. In ane form or another, our fellow MDB are also contributing o all three. The global economy and nations
worldwide would benefit from MDBS' assistance i these areas.

“This is when collective development governance becomes relevant. In
terms of environmental policies, global poliical ecology and econormic
policies, development governance involves the diplomacy and measures
needed to guide social systems toward global needs such as mitigating the.
effects of climate change, connecting econormies or mobilzing private
capital o fll the infrastructure funding gap.

sk rom development govermarce, development mpmmacy s also key.
This

discaurse mong guvemmems financal nstutions, anayst, policy o S oy
o et o e

elleﬂwely‘ col\aboranve\y s emmenuy

the technical, @ ennee
scenifc or ecanomic information we ge from fied exporls. Coupled
together, vay material and diplomacy include the entire set of interactions between public and private
agents of charge e thy atlemp o sole scieal problems togther MDB are thus imporant agents dus 0 the anormityand mpact f their

d their role in

First,in terms of financing sustainable infrastructure, the most obvious contribution of MDBs is their capabiliy to increase climate financing. In 2018,
MDB cimate finance in developing countries and emerging economies reached record annual levels, resulting in USD111 billion of combined MDB
climate finance and cofinancing. Through their projects, MDBs o niauoly osiioned 1 support e mplementaion of Netorly Determined

in their member

For our part, AlIB is developing debt capital markets for infrastructure and building a sustainable environmental, social and governance ecosystem in
emerging markets. MDBs can also manage their footprint as their actvi AllBis
developing a broader Institutional d at reducing related to our facliies, procurement, business.
travel and waste management. This allows us to not only invest in but also live our Green core value.

Second, development can connectivity. Cross-border infrastructure s one of the most underserved
areas in Asia as evidenced by b d other Asian economie:

hubs and economies. Yet infrastructures that Wnne-:\ borders are nm \-mned o roads and other phys\ca\ structures in which we invest. Infrastructure
could connect d data digitally. I finan connect people, services, markets and
econories.

When we helped develop a project to improve the highway from Sylhet to Tamabil, our aim was not only to ease the flow of traffic. We wanted to ease
the flow of people, goods and services between Bangladesh and India. In one of our earlier investments, we did not intend to merely lay down and
connect pipes for a gas pipeline. We knew that energy from gas fields in Azerbaijan can be transmited through Georgia, Turkey, Greece and Albania to
taly, ot just energy wall by integrating i new markets in Southern Europe.

‘Third, MDBs can help mobilize private capital. The challenge in narrowing the infrastructure investment gap is how to transform infrastructure needs into.
bankable projects while creating financing platforms that allow insitutional capital to enter at scale. Doing so willrequire many actors—from
govemments to regulators to investors—to collaborate, take action on different issues then bridge the demand and supply of infrastructure.

However, MDBs form but a small portion of the overall infrastructure financing ecosystem. Private capital has the potential to play a much larger role in

One of our efforts financing in 2019 was an investment in a business platform that would build infrastructure as.
an asset class and mobilize a new pool of institutional capital for Asian infrastructure. We established a private equity fund to mobilize private capital for
festing in equity stakes I8 members. This private equity fund will help

our membars undergo the anergy transiion stk by mbilizing prvate capital imvestmants for renewable onergy.

longe mainstream economic, operational and financial policies and
tstoralmstutons, MDGe partcular necd to think and operate diferentl i the courss of their operations. Development governance and
diplomacy are key to managing the efforts of various agents of change.




2019 Timeline

JANUARY - JUNE JuLY - DECEMBER

We launched the inaugural Asian Infrastructure Finance repor.

Feb. 15

For the third straight year, S&P Global Ratings gave us an AAA/A-
1+ (stable) rating.

We held our frst 2019 AllB

minar in Hong K

Feb. 21

March 28 nd 2019 AllB Legal Seminar in Singapore.

Aprit 3 We approved our Strateqy on Investing i Equity.

Aprita

Aprita




We became a member of the Independent Accountabiity @ w7
et .

Aprits

We became a member of the Global Delivery Iniiative.

Our membership g
Guinea, Tunisia and Uruguay

Aprit 18

We jointly P ‘workshop with the China International
niractors ion to recommend actions for implementing
andards f mgn quality and sustainable connectivity

infrastructure.

Investors backed our debut bond.

USD2.5 billion

)
P ’scu:;;.mlyyszywv«v

L g
St e

We priced our fist global bond which raised L

We approved our first investment in Nepal.

We held our first




June 15

-

We held our second Career Opportunities Seminar of the year in
the United Kingdom.

We published the second volume of the AIIB Yearbx June 26
International La

JANUARY - JUNE JuLY - DECEMBER
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2019 Timeline

JANUARY - JUNE JULY - DECEMBER

For the third straight year, Fitch Ratings gave us an AAA/F1+

(stable) rating.

auly 10 We approved our Oversight Mechanism in Luxembourg.

duty 12

mbourg, our first
July 12 We became a member of the Ethics Network of Multiateral

We approved our first investment in Cambor July 12

July 12 We announced a partnership to intiate our USD500-million AlIB
Asia ESG Enhanced Credit Managed Portiol

duly 12

techn
xchange, funding
governance, legal services and stalf secondment.

auly 12 We announced an agreement 1o partner with the International

Funr“mknnlllmam' elopment for cofinancing, private capital
mobilization and research.

We reached the milestone membership number of 100 as we July 13
welcomed three nonregional countries (Benin, Djibouti and




We approved the Variable Spread Loan product for our sovereign
and sovereign-guaranteed clients.

ay1z @

raight year, Moo
table) rating.

SRTII R Ve announced a partnership with Europe's largest asset manager

1o launch a USD500-million climate bond p d accelerate
climate finance action.

held our annual legal conference on the role of international Sep. 11
strative law and our annual law lectu
sustainable development in international in

PR Y e joined eight other MDBS in an agreement o ointy raise annual

‘global climate finance to USD175 billion by 2025

We added Local Currency Financing to
shing to mit

ducts for client

te foreign ex

Our International Advisory Panel gained two new members with
the addition of Scott Morris and Takalo:

i Kato.

ident Jin disct
Water Summit

curity at the 2019 Budapest
ector strate

Oct. 15

Oct. 24 Constmcnnn of our eight-hectare permanent headquarters at the
Olympic Park was completed

AlIB Legal Sef I, Kore

Nov. 16

We held our third Career Opportunities Seminar in India.




Photo: AFDB.
We joined other MDBS at the Global Gender Summit in Awand:

The FT-AIIB Summit 2018 was held in Indo
and innovation in infrastructure finance.

We signed an agreement with Kazakhstan to finance ren
9y in the count

d Capital to
latform to mobilize a ne
infrastructure debt.

Dec. 9 We held a keynote event and other activities to mark International

Anti-coruption Day.

We approved our first investment in Russia.




stment in China in

We approved our firs s

@ oveciz
support ofis transition to v

stinvestment in Uzbekistan.

We approved our

We approved our first investment in Kazakhstan Dec. 12

A project under our Sp d, the first pr
whose preparation we supported from the very early stage. Itis
also our first sovereign-backed financing investment in Nepal

Our total approved tlending reached USD12.04 billion

We added Partal Credit Guarantees to our st of products,
providing payment security to commercial lenders of infrastructure
projects.

Sur permanent h
(the highe:

rating in the Natio
China).

We've exceeded the 100-member mark!

STREI“GTH 202102
NUMBERS 2015:93
20784
2016 57

Our total membership reached 102 as we approved Croatia and
Senegal as nonregional prospective members.



JANUARY - JUNE. JuLY - DECEMBER.

© AIB.CC BY NG ND 3.0 160. Jng ICP Boi 15033613



AllB s HOME  OURGROWIH  OURCLENTS  OURINVESTNENTS  OURWPACT OUR TOMORROW

2019 AlIB Annual Report and Financials

OUR GROWTH

2019 Annual Report ¥ 20191
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2019: The Year That Was

The Asian Infrastructure Investment Bank (AIIB) entered ts fifth year of operations in 2020, the last of our start-up phase. Here's a summary of the year
that was,

Strength in Members

On June 29, 2015, representatives from 37 regional and 20 nonregional members gathered for the signing ceremony of the Articlos of Agreerment that
form the legal basis of our existence. Those frst 57 are our founding members. We began operations on Jan. 16, 2016, and on July 13, 2019 we
reached the milestone of 100 (Benin, Dijibout and Rwand:

By the end of 2019, we breached the 100-mark with 102 approved members (76 members plus 26 prospective members). We ended the year with
projects in 21 of our 102 members, all of which are our partners in pursuit of our mission.

Approved Members *

End2018 102 0 =2 2
End20ts @ 0 r 13
End2017 5 r ® 2

End2016 £l @ 2 7
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Strength in Numbers

Four years after we began opevauons, our financial position remains stable. Our members offer sirong support as displayed by our global and diversified
79 percent of \d 65 percent of product. We have
USD100 bilo i captl sk, 20 percont of which s assigned o picn captal We have ono of the lagost paicncapial asoe of any mutteral
development bank (MDB) anu hold considerabl ity over and b pokcy neads, By the nd of 2013, e had invested USD12.04 il n various
elp ives today and wil

ABOUT OUR INVESTMENT FIGURES FROM 2016-2019.

Strong Credit Position

Our prudent risk management and financial policies allowed us to maintain
our triple-A ratings from 2017 to 2019, with a stable outlook from the top

three credit rating agencies—Standard & Poor's, Moody's and Fitch. This Our credit ratings are at the top and stable.
enabled the success of our inaugural bond in May 2019, raising USD2.5 J

billon that will be invested in infrastructure. That same year, our debut bond

‘was declared the “SSAR Bond of the Year’ by the Internaiional Financing STANDARD. °

Review, the “Supranational Dollar Bond of the Year” by Global Capial, “Best o

SSA Bond" by G

ilobal Capital Asia and *Sustainable Finance, China, Best WMoooss ‘ o o

markets, we can hamess further financial support from a global investor
base.

@ enwnce
On the environmental, social and governance (ESG) front, we have been

rated (on an unsolicited basis) by three ESG rating agencies—ISS ESG, Sustainalytics and Vigeo Eiris. ESG refers to the three main factors in
measuring an investment's sustainability and societal impact, and these ratings are solicited by investors to enable them o determine the ESG risks of
their investments.

High Financial Reporting Standards

highest standards of financial and with d related controls throughout the Bank
being properly defined and delineated.

Our Management is responsible for establishing, implementing and financial reporting (ICFR) for presentation
and measurement in conformity with international financial reporting standards. Our interal control system contains monitoring mechanisms, and
actions are taken to correct deficiencies identified. On June 3, 2019, our Directive on Internal Control over Financial Feporting was relea

establishing a framework for the design, implementation, maintenance, testing and reporting of AlIB's ICFR. We believe that ICFR aoppors he integrity
and reliabilty of our financial statements.

By end-2019, our external auditor, certified that AIIB has maintained effective internal controls.
over financial reporting in accordance with the integrated framework issued by the Comittee of Sponsoring Organizations of the Treadway Commission
(coso)

Our COSO/ICFR implementation journey started in 2018, and since then we have been establishing our framework (planning, designing and
implementing the Risk Control Matrix and control testing). Our control review and redesign are carried out by a newly estabished Internal Control Uit
under the Office of the Controller, working with various stakeholders and other lines of defense in AllB to ensure that controls are effeciively carried out
and monitored,



Risk Governance

we and our strong and balance sheet helped us maintain our credit ratings for the third straight
year.
We ensure that risk-taking activities are in fine with our strategy an tite and cover all material sk cat licable to AllB. To manage

risk effectively, we're building and reinforcing our risk culture, amcmaung and monitoring adherence to the risk appetite and leveraging a model with
three lines of defense 1o strengthen our risk management architecture,

Our Board of Directors supported the Bank's latest risk \d approved the top-down allocation of risk. The B
updated Financialand Risk Management Polcy Framework and Risk Management Framewor, Spocial ocus was given 1 bul th foundation 0
manage compliance risk including ant-money laundering and combating the financing of terrorism. Model risk was also added to complement the Bank's
risk management architecture. Our Model Fisk Management directive was introduced in 2019 to ensure models are used appropriately within the Bank
in line with industry best practice. Updates have been made to existing risk directives to ensurre they remain it for AlIB's development

In ine with the final phase of establishing AIIB's Risk Management Framework, the Bank industrialized and digitalized its isk reporting capabllies
througho 2012 Tia ke greterikrelled nlylcs capebles with futhar fagrton with the Sari vider laioma The tachnology

platiorm will support The ol Management to be
veacil inormed of AIIB's isk profle and ensure appropriate decision making

we roles and f the Bank's ‘and restructuring function. While in 2019 AlIB had no nonperforming
loans, the rules impairment “This institutes guideli how t d deal with projects.
under. s(vess ‘manage their recovery and resolve cnmplex cases. Tools include early warning systems which can alert Management ahead of problems.

With our Gapital Adequacy and Stress Testing Policy as a guide, e conduct stress tests to determine adherence to risk appeite limits. To communicate

these activities and outcomes, we 5Ilengmened our risk-related reporting. We furthered our P in2019
m scenarios and sectoral levels d the Board are aware of
sk

Itis also important for us to map out guidelines for the assessment, monitoring and control of the fisk of legal or regulatory sanctions, financial oss or
Joss o rputaton AI may suffer a5  rsult ofou faire to comply it aws, eguiations,international siandards and codes of conduot applcable o

our banking activities. Thus, in d processes in relation to financial crime and integrity due diigence
when dealing Thi of our Directive on Anti-Money Laundering and Combating the
Financing of Terrorism. and held o better equip responsible staff with tools to conduct

preliminary screening and research to identiy and miigate counterpary rsks. Moody’s supported AIB's Know Your Customer (KYC) and Financial
Grime and Integrity assessments in 2019. As we continue 1o refine our procedures, even more specifi guidelines on KYG and Financial Crime and
Integrty Due Diigence willbe issued for the Bank.

Assurance and Advisory
Our Internal Audit Offce (1A0) provides prof i and object urance and that add value to and improve our operations.
Internal audi is to enhance and by providing risk-based and objective assurance, advice and insight. IAO helps
AlIB accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of governance, risk management
ang control processes.

1AO governs itsef by adhering 1o the elements denoted as Mandatory Guidance i the International Professional Practices Framework of the Instiute of

nal Auditors, including the Core Principles for the Professional Practice of Internal Auditing, the Gode of Ethics, the Interational Standards for the
Professional Practice of Internal Audmng and the Definiion of Interal Auditing. IAO ensures that it remains free from all conditions that threaten the
abilty of intemal audi ) i an unbiased manner, including on matters of audit selection, scope,
rocedurs,foquency, ming and rapor contont.

1n 2019, we envisaged a ransformative nferal audit funcion and began evoling by adopling imovative pracices,fenforing a earning clure and
foveraging ay by implementing audit
h of the agile

Accountability
In 2019 we implemented the Accountability Frame approved by our Board a year earlier. The framework is an update to our governance model to
increase accountabilty, transparency and eficiency. It positons AIIE to embed a culture of accountabiy throughout the organization. It srengthens (1)
he Board P fes and poliies; (2) the President’s rle in

the Board to the President the authority 1o approve projects except those reserved for Board consideration and (3) the Board's role in hoding the
President accountabl for management of our Bark

O ppr projec nts foll atransparent process and shall submit to the Board the summaries of
projects based on Dvsdetermmed criteria. First, the projects must have passed concept review by the Investment Committee composed of the Chief Risk
Officer, Vice President for Policy and Strategy, Chief Financial Officer and is co-chaired by—beginning 2020—the Vice Presidens fr Investment
Oporaions. Sacond,heprojocs st have boo deermin o appoval wiin 10 Prosdons bty T, any itcor ca cll any af 0
projects into the Board of Directors if deemed necessary. This governance model was initiated in 2019, and by year-end the President had approved
thee projects: (1) India: Riajasthan 250 MW Solar Project—Her Fuure Energies, (2) Pakistan: Karachi Bus Rapid Transit Red Line Project and (3)




desh: Power System Upgrade and Expansion.

“This model enhances our efficiency and increases our President’s accountabilty. The framework sets clearly demarcated roles and responsibilies for
the Board and Management. It is infine with best praciice, fit for a new MDB with a like AlB.

‘The Bank's governance model was further updated when the Board of Directors approved the Oversight Mechanism on July 10, 2019, The mechanism
assists the Board in supervising the management and operation of the Bank on a regular basis according o the principles of transparency, openness,
independence and accountabilty outlined in our Articles of Agreemert. of (1) functions of 3
Evaluation and Integrity Unit (CEIU), namely Project-related complaints, evaluation and anti-fraud and corruption; (2) the extemal audit function, as
undertaken by the External Auditor appointed by the Board and (3) staff grievance mechanism. The Board further approved CEIU's terms of reference;
the revised terms of reference of the Board’s Audit and Risk Committee, Budget and Human Resources Commitiee and Policy and Strategy Committee
and the revisions to the Board of Directors’ Rules of Procedure to codify CEIU's roles and functions.

Building Partnerships and Learning Resources

Tho devsprnt halengo n s byo the iy o cranizaon o sk lor,Thers r mary v and lred argenzsins
ind sectors. AllB's mode of

o g I o i 1505 e eiod PVt Pk A A o I 1 v o 510 o0, vkt oA of e

and leam affcently

One such partnership involves adapting to or mitigating the effects of climate change. In September 2019 at the UN Secretary-General's Glimate Action
St e York. e o ognt e MO nan srerert 0 creaso e gl it acton kestment e supor oganercac eur (o
USD175 bilion by 2025, MDB and 18 reached record annual levels, resulting in
USD11 il ofcomisne DB climate. nance and calnance. We oty agreed 6 nroase s nvesmons

m ABOUT HOW OUR 2019 PROJECTS ALIGN WITH THE SDGS.

When it comes to being effective and eficient with resources, strong governance and avoiding corruption is an important way 1o protect funds dedicated
o development outcomes. In ine with our “Clean” core value, we have joined networks of individual professionals and organizations who srive to
maintain the highest standards in ethics and accountabilty in their operations.

AIIB continues o collaborate closely with other MDBS in fighting corruption. We foster exchange of information and closer working contacts through the.
MDB Heads of Integrity Meeting and the Conference of International Investigators. We are formalizing our collaboration through Memorandums of
Understanding, including this year with ADB's Office of Integrity and Anticorruption.

AlIB's membership n the Ethics Network of Muilateral tions (ENMO) was din July 2019, our commitment to the same

high standards. ENMO brings together senior professionals responsible for the ethics functions in multiateral intergovernmental insttutions to exchange

iformaton and experience and colaborate 0 556 of common nires.We ook anward 1 workng wih oiher ENO members 10 sharebest
possibiltes for

Moreover, " igs by We have been actively doing this since becoring an institutional
member of the Independent Accountability Mechanisms wa rk 1AMt in Apl 2019, AVt i  netwrk of practoners that mgulav\y shares ideas
and assist with institutional capacit buiding tabi in 1AMnet
outreach actiities and network metings, and CEIU vepvesemed AIIB at the annual IAMnet meeting hosted by the African Development BankinJune

AlIB also became an institutional member of the Global Delivery Initative (GDI) in Apﬂl 2019, GDI s a partnership of over 50 development organizations
focused on collecting ar insights and I hat works—and doesn't—in project implementation. GDI
specialists made two ra presentations to interested AllB staff

In July 2019, we signed a partnership memorandum with the International Fund for Agricultural Development (IFAD)—a specialized agency of the United
Natons —fr coiancig pojects and program, mobilzing privle seco inanoing and orrssarch and ana\ys\s IFAD has a strong focus on the
development of rural infrastructure, mitig

We also signed an agreement with the European Stablity Mechanism (ESM) in Ju\y 2019 to establish a framework for greater collaboration. The

ing, risk management, corporate goverance, legal service:

and the secondment of staff. ESM's support for AlIB goes back to 2017 when they assisted Us n sting up our SWIFT infrastructure. Tis allowed o
and financial institut the globe.

To further our mandate, partnerships with private financial insttutions were also necessary.

In July 2019, we forged a strategic parinership with Aberdeen Standard Investments to develop sustainable deb capital markets for infrastructure, drive
responsible investing in fixed income and build an effective ESG ecosystem in emerging markets in Asia.

In September 2019, we partnered with Amund for a USDS00-milion Asia Climate Bond Portfolio which aims to address the
climate bond market. Amundi is Europe’s largest asset manager by assets under management and ranks in the global top 10. Our collaboration shows
how MDBS and the private sector can jointly accelerate climate action in our members.



In November 2018, w ent Pe. Ltd. (BIM) with Clifiord C

@ Bayfront Infrastructure Mat
designed to mobilize a new pool of institutional capital and address the infrastructure financing gap in Asia.

BIM is a first-of-its-kind platform

As we have from the outset, we continue to cofinance within the famiy of MDBs. In March 2019, we entered into a comprehensive Cofinancing
Framework Agreement for with the Asian D (ADB). In the same year, we cofinanced projects with the
International Finance Corporation, the International Development Association, ADB, the European Bank for Reconstruction and Development, the Black
Sea Trade and Development Bank and the Eurasian Development Ban}

Human Training and D

We consider our stalf to be our most valuable resource. With “Lean” as one of our core values, we're conscious not only of our growth in terms of
numbers, but also our growth as individuals and as a collective. Staff capacity, competency and capabiliy are of high importance for us as we end our
Start-up phase and prepare for the decades to come.

Having a diverse worklorce helps us better understand our clients and members. As we continue to grow in numbers, we're also keen to recruit the right
talent from around the world. By end-2019, we had grown to a mix of 50 nationalities (up from 44 in 2018). In addition, we closed the year with women
comprising 39 percent of our stalf (up from 32 percent in 2018).

Staff *
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We continue to hone our human resources. We believe a good mix of individual and team training will lead to better staff performance and, ultimately,
better client service,

On such training is our Operational Trining Program. t s a four-day moduiar training on core AIB operational opics about our project cycle,
safeguards and fiduciary matters. The objectives are to increase stalf and fisks.

We also launched our Credit and Investment Program in 2019, a three-week intensive program designed to standardize the credit and investment
approach of staffin investment operations and risk management. This program helps s continuously deliver high-quality client services and better align
pe with AlIB's strateg and p

Then there was our Workshop on Project Economic Analysis for staff members. Participants gained knowledge on sovereign and nonsovereign project
economic analysis along with lessons leamed in the past four years. We want to ensure that best practices are codified, reflected upon and implemented
moving forward.



Staff also bolstered their knowledge through the Investment Operations
‘Sovereign Finance Training, aimed at faciltating understanding of the legal
aspects of sovereign-backed projects. The interactive training was useful
not only for aspiring project team leaders, but also for other staff involved in
project work in different capacites.

1n 2019, we offered time management courses to equip our staff with tools,
anchors and mindset reframes designed to better deal with competing

yoEYCCiN“gU: - demands on their schedules and atiention. This allows staff to deepen their
RAIN OUI

abillies, perform at high standards and stay client-oriented whil
Bl fes, perfor igh standards and stay client-oriented while
RESOH maintaining work-lfe balance and avoiding burnou.

Learning never ends. Our Senior Management Team, Directors General and
@ euce  Managers bogan attending a 12-month Leadership and Management Skill
Program that entals face-to-face training focused on the self, the team and
leadership as it Journey aims to align AIIB'S gement Team and give them the
necessary skils, knowiedge and tools to effectively lead our Bank

Asuite of soft skils training is currently being developed and will be launched in 2020. Staff development will emphasize on-the-job learning and sharing
best practice distilled from operational experience. We will continue to encourage leadership development and managerial accountabily by strongly
adhering to leadership principles, including through recruitment and performance management.

We will strength to attract, recruit, stafl. Having a mindset steeped in growth,
collaboraton and teamwork wil @nable our toam to delver the mpac our clons and membars expect t will o us grow and rtaintalent T will olp
us position AIIB as an employer of choice.

Corporate Culture

We can only be successful if we estabiish the right corporate culture—one.
thatis professional, responsive and accountable. The concept of “Lean” wil
remain core to our corporate culture, eliminating waste in production and

e value for ci This
culture will be fostered to ensure we attract and retain the staff we need.

D 6O ©
e

Over 70 staff volunteers have translated our cultural attributes into concrete
bottom-up programs such as idea creation, innovation, peer-to-peer
recognition, diversity and inclusivit, among others. We are creating a
corporate culure that will underpin our objective to become a 21st century B o Moo B fosed
. innovative and
sffcont practos, good govemance and accounatiy. We s 1o b
institution while
maintaining high international standards. We strive 1o be both a preferred @ ewsce
partner for infrastructure clients and investors and an employer of choice for
top professionals with the right talents,

Our Cutural Attributes

We intend to deliver maximum impact with the highest pt . especially with respect to project and delivery. To this end, we will
continue to study and learn from styles and other financial
institutions.

We will invest in our internal technology—including in data analytics—to enable more efficient procedures, effective client relationship management and
informed decision-making. We will also embrace technology and develop it as our comparative advantage and core value proposition for clients.

The socialization of our cultural atiributes and our corporate culture objectives is part of onboarding new statf, giving new members of the AllB team a
clear path to success in our organization.



Our Core Values

Lean

we that strives to in production and processes while satisfying customer needs.
Continuous improvement will remain central to our value proposition and ambition to deliver more value to clients through
fast and responsive services without compromising high standards. This requires purposeful procedures, effective
systems, leveraging partnerships, the ability to quickly redeploy resources and an institutional culture which prioritizes
continuous improvement, efficiency and the best possible service to clients.

Clean

We hold ourselves to the highest standards ihing we do. High d good governance principles
constitute an integral part of our Clean core value. Our governance structure underpins an unwavering commitment to
integriy, accountability and ethical standards in our projects and the way we work with clients and partners. We have zero

tolerance for cormuption. We measures to p who report prohibited practices in

projects. We promote transparency through a policy on disclosure of information.

Green

We embrace being a green d o bothin

terms of project practices. Our poliies, srat d ligned

promoting green objectives. We aspire to play a leading role in mainstreaming green objectives in the Asian financial and
we mh-qh ternational standrds through our & ental and Social Framework

ich social ma thods into all of our operations. Our green objectives involve a
specla\ focus on climate mitigation and acaptaton at e member or regional level through our projects. We embrace
Green in our corporate practices and take concrete action to manage our own carbon footprint.

Our Governance

Growth is based on good governance.

Board of Governors

All our powers are vested in the Board of Governors (BOG), where each
AlIB member is represented by a Governor and an Altemate Governor, both
of whom serve at the pleasure of the appointing member. At each of its
annual meetings, the BOG elects one of the Governors as chair who holds
office until the election of the next chair

The BOG has the power to, among others, admit new members and
determine the conditions of their admission, suspend a member, increase or
decrease our authorized capital stock, elect our Directors, elect our
President or suspend or remove the President from office.

The BOG has delegated a broad range of operational oversight functions to
the Board of Directors.

@ ennee

Board of Directors

Our 12-member Board of Directors (BOD), elected by the Governors, is responsible for the sirategic direction of our general operations, including setting
our poi d their

The BOD functions on a nonresident basis in line with our lean culture, exercising all powers delegated to it by the BOG. The BOD meets as often as.
business meetings and by maintains regular our management between
mestings. Under the direction of the BOD and as its chalr, the President conducts the Bank's business and is held responsible and accountable for our
effective and efficient day-to-day operations.




In 2019, the BOD met physically four times, with an equal number of virtual meetings in the same year.

The BOD's helps the Board z a regular basis. CEIU which is part of the Oversight
Mechanism is headed by a Managing Director who reports directly 1o the Board.

Board Committees

To ensure that we perform our mandate based on sound sirategies and practices, three committees under the BOD give us guidance. These are the
Audit and Risk Committee (ARC), the Budget and Human Resources Commitiee (BHRC) and the Policy and Strategy Committee (PSC)

The ARC assesses our financial statements, reporting practices, Dmcedums and issues and reviews reports from the external auditors. Meanwhile, the

BHRC assesses the d annual budget and ool d benefits policies. Thi o
aspects of the budget and our human resources as the BOD may vequesl Finally, the PSC reviews our financial and operational policies (such as
environment, social and d advises us on pment of our strategies.

In 2019, the BOD committees met physically four times, with three virual meetings in the same year.

Senior Management

staft our is elected by for a five-year term and is eligible for reelection once. In 2019, the President was

supported by our Senior Management which includes our Vice Pr for pol finance,
acmiisicaton and he corporate scretaia, the Goneral Gounsel, e GrietFisk Officr andhe Ghil Programming Offcr.n 2020, he amendod
Terms of Reference of the Executive Committee lsts key AllB management personnel as the President, the Vice Presidents, the General Counsel, the.
hief Risk Officer and the Chief Financial Offcer. Together they comprise our most senior management

Expert External Advice

We have an International Advisory Panel (IAP) that supports the President and Senior strategies, poli

T pane mets t e ics 2 ear—l our Al Wosingan f ot hesduarers. Th Pesdnt 9ports AP members 1 an it bo-ear o
which ca Paneliss receive a

Sanctions Panel

The President appointed three members to the Bank's first Sanctions Panel in November 2019. As an independent function within the Bank, the panel
reviews appeal of sanctions imposed by the Sanctions Officer pursuant to the Policy on Prohibited Practices. Decisions of the panel are final and cannot
be appealed.
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Our Services and Value Addition

Sovereign-Backed Financing

The Asian Infrastructure Investment Bank (AIIB) is authorized o invest in

any member as long as the investment ultimately benefits Asia’s social Financing Operations: Our Guide
appralsed basec on a l assessment f the prjects benef, risks and / \‘

or guaranteed by, an AIIB member.
SERVE AS OUR

" " 1 INVESTMENT
Nonsovereign-Backed Financing s
We also provide financing 1o o for the benefitof a private enterprise or a
such as a poliical or subdivision of a
member or a public sector entiy. This type of financing is not backed by a

guarantee or counter-guarantee. Indemnity s provided by the member to
AIIB in the form of loans, guarantees, direct equity investments, indirect
equity investments and underwriling of securities. The terms an
conditions of such financings are set on a commercial basis and reflect
market conditions and the expected risk the investment poses to AlIB.
Loan or guarantee amounts in this type of service can be up to 35

We are guided by our

assessments and structure of financial and contractual termes,

percent of the project and have a final maturity limit of up to 18 years.

. Pricing terms for sovereign-backed loans which meet AIIB's selection
Equity Investments itera are uniform across & Revised in 2019, our
We're guided by our Sirateqy on Invesiing in Equity. AlIB may make policy prescribes the sovereign
direct equiy investments in private or publc sector companies, either ina [N R L S AL SR R L LY our
new enterprise or an existing enterprise. The investment may take a prescribe the basic
variety of formes, including subscriptions to ordinary shares o preference [N I YN L (e P R S Y
shares (or a combination of both) or a loan convertibl into equity. Our erelgn-backed projects. These general conditions are incorpora
investment may not exceed 30 percant of the company's sharcholdings. [T NSRSV PSS AR PR
In exceptional circumstances, our Board of Directors may decide to and project agreements as applicabl.

approve a higher, but not controlling shareholding. Our lmit to equity

investments is up to 10 percent of our available capital. We expect to play e

the role of a minority investor and will not seek a controling interest in the was revised on Dec. 6, 2019. The directive establishes

target entity or enterprise. responsibilities and Management decision points to enable AllB staff o
implement our Operational Policy on Financing.




Preparation Advances

We make preparation advances for sovereign-backed financing. AlIB may decide to make an advance (preparation advance) to finance preparatory.
activities for a project to be supported by sovereign-backed financing. A preparation advance is made only when there is a strong probabilty that the
financing for which it is granted wil be extended, but granting a preparation advance does not obligate AIIB to finance or otherwise support the project
for which it is granted ipal amount of all advances for any given project may not exceed the lessor
of 10 percont of the total ostimatoc amount of financing for the prect, USDO rillon oquivalot o i the President decides whethor o approve oach
preparation advance.

Special Fund for Project Preparation

We have a Project Preparation Special Fund that pvovmes gvams for preparing projects we will finance. The purpose of the Special Fund is to support
projects to be financed by AllB from its ordinary and/or special

resources.

Value Addition to AlIB and the Client

To better serve our clients and prior to finalizing partnershi the proj addition to the
client and to AIIB. Our Project Prioritization and Quality Framework (PPQ) better aligns the project and the client's national strategies. For AlB, the PPQ
allows s to examine what the project would bring 10 the Bank (for example, if it would allow us to leam, build partnerships, build our brand, open new
markets or develop our capacity). For the client, the PPQ allows us to (1) see if the project would add value in terms of offering financing currently not
provided by the marke, (2) determine f risks could be shared or miligated and (3) see f the project design could be improved to offer better

by adhering to higher social and governance standards,

As a young bank, we do not yet have the opportunity to conduct independent evaluations after project completion. However, we recognize that it is
equally important for us to learn early and quickly from different perspectives. Thus, we identify Several ongoing projects each year for what we call
eav\y \eammg assessments.” Project teams and the Complaints-resolution, Evaluation and Integrity Unit's evaluative learning staff visit and review these

proj for enhancing future pr Early leaming ment findings are also shared within AlIB to stimulate discussion and

expenerwe exchange,

Client Relations and Consultations

We listen to our clients. We proactively engage with members and
stakeholders, establishing relationships and forging partnerships. We.
collect, arrange and share project and client information for better
programming of priority projects. R NEW ORGANIZATIONAL
STRUCTURE ALLOWS USTO
d Programming (CRP) with BETTER INTEGRATE CLIENT

stakeholders, generate key contacts for AIIB in difierent members and s

y development and country

BUSINESS DEVELOPMENT.

missions.

members with a
series of follow-up visits to advance project opportunities and develop.
country programming memos which identity priorty and prospective
projects. By frequently consuliing and engaging with clients, we ensure that @ exasae
(1) targets set in the pipeline or country programming memos are met in a

timely fashion and (2) focus areas are adequately revised based on clients’ prorites.

Gliont orientation is an essential part of AlIB's approach. To cammuany rovide et et servics, we (1) ormalzed CFF's strctus and opaating
procedures, (2) developed a concept and a structure of CRI Y
country briefs and program memorandums and (3) mmaveu a symm of information exchange on projects and cofinancing matters with several bilateral
and mulilateral agencies.




From Our Clients

of and Ministry of

Around 86 percent of Mumbai commuters rely on public transport, but supply is not keeping p with demand. The Mumbai suburban railway network
suffers from some of the most severe transport overcrowding in the world and has serious safety concerns.

So began our journey with of Maharashtra and Railways in India—with the Murri
3. AlIB invested USDS00 millon in the project. India’s Ministry of Railway invested USD189 milion and the Government of Maharashira invested
USD308 milion, with Mumbai Railway Vikas Corporation (MRVC) as the implementing entity.

an Transport Project

AIIB funded the project because it aligns with the Bank's strategies and the
United Nation's Sustainable Development Goals, specifically Goal 9 on
building resilient infrastructure and Goal 11 on sustainable cities and
communities. The project wil also further strengthen our capacity to finance
broad-based sustainable rail nfrastructure that are in high demand in other
areas of India and in the region.

For the dlient, AlIB added value by helping in project preparation and will
continue to do so during project implementation. We provided substantive
inputs to enhance station design and maintenance, with gender
responsiveness of station facilities 1o be monitored and evaluated through a
preproject baseline survey and a dedicated gender-related project objective
indicator.

@ ownce
MRVG—through Chairman and Managing Director Shri R. S. Khurana and

Executive Director Sanjay Singh—said they appreciate AllB's assistance, namely (1) guiding the the d
social and socal pactces, (3)being auiokm preject appraisal and loan
regotiaion, () adoptinga unform ananaparont procrmentply () beingprompt i espoein o e clant and makingsrocoarance o e
and documents was timely, (6) using new technology for of and the
evaluation report

Our cient added that “AlIB, wih thei glabal experience and expertise, can help MRVC in capacity building such as upgrading existing nfrastrucure like
rolling stock, station improvement, new signaling technology, new bridges and structures, energy management and construction technology”

Other areas of p sald the client, . increasing affcincy. muoduclng
o h d to mass transit and a Rupex loan. In 2019, AIIB launched s lo

ram, with

the Indian Rupee as one of the currencies in the product line.

Zhanatas Wind-Power Station LLP

In ocember 2015, our Board appmvad our first project in Kazakhstan. The lwrvowev—whoHy mvs\gn-uwned company Zhanatas Wind-Power Station
. construction plant in the town of Zhanatas. The project will
pmﬂuce 350 milion Kiowatt-hours of lacticy por yoar—onough fo moet b power domand of millons of Kazakh famies

Chase Cheng, Head of the Planning and Financial Zhanatas Wind-Power Station LLP, shared their exp g with AlIB.

“The development cost of renewable energy is relatively high in
A himdin P Kazakhstan,” he said. “Few interational financial insitutions are active

there, and the local financing cost is high. With AIIB's support, we were able
to arrange competiive financing for the project and realize reasonable
returns.

Gheng added that by working with AlIB and its appointed legal, technical,
financial, insurance and other third-party advisers, they were able to identity
additional potential risks, areas that can be improved, best practices and
mitigation measures—especially in the environmental and social space.
“This helps reduce overall project isk,” said Cheng.

“The regulatory environment is marked with uncertainty despite the
‘government's overall support for renewable energy.” Cheng added. “AllB
helped faciltate conversation with government regulatory authorities. The
Bank demonstrated deep knowledge of the energy sector and the Kazakh market, worked diligently and professionally and provided valuable inputs to.
improve the project. AlIB also helped the client develop a financing structure that suits the project, committed itself to the financing timeline and
delivered results in a timely manner.”




Beijing Gas Group Company Ltd

In 2019, the Beijing entity for AlIB's loan in China, the Beijing-Tianjin-Hebei Low
Carbon Energy Transition and Air Quality Improvement Project.

Yan Kang, Chief Finance Officer of the Beijing Gas Group, said AlIB cares about debt sustainabiliy, has transparent environmental and social policies,
respects international rules and management regulations and has a transparent governance structure.

I3 innovation, d
sustainability and employs experienced and expert staff who gave us many

sseful suggestions,” said Yan. “All these are advantages for AllB's
continuous development.”

AlIB's most significant value addiion, according to Yan, was the
establishment and standardization of environmental protection and social
procedures before project implementation, in accordance with the
requirements of AllE's Environmental and Social Framework.

“On the other hand, we pay maro atorion o mriarng and evaluation
after project completio . “Above all, AllB's loan offered significant
financial support. These all conlted 1o ‘making project implementation

better and smoother.” & esor

Developing With Our Clients

Sembcorp in Myanmar
ogether we can improve
Publicy lsted Sembeorp Indusries is investing 1o increase much-needed e e
reliable and low-carbon energy in Myanmar to ease the country's severe
power defci. The project—located in Taungtha, a township of Myingyan
Districtin the Mandlay Division—had peripheral benefs. We helped our
cient finance the project which ulimatelyled to ncreased pover
generation. Watch how they achieved their objectives in the following video.

Oman Broadband's Digital Journey

By end-2019, AIIB had two projects approved in Oman, both geared toward
helping the country diversily its economy away from refiance on
hydrocarbons. This supports our commitment to help our members mest
their Paris Agreement targets. Our 2017 project with Oman Broadband was
AIIB's first stand-alone, nonsovereign-backed financing that involves private
capital mobilization through syndication. To implement the country's
National Broadband Strategy, Oman Broadband Company was incorporated
as a private company 1o focus on fiber network infrastructure. AlIB helped

adband in the construction and operation of the first phase of a
nationwide fiber broadband network. Watch the beginning of our journey.
with Oman Broadband in the following video.

Using Data for Better Client Service

Investment implementation data and knowledge lead us to better client service.

Internaly, we monitor the performance of our projects so that our Board and Management are given an overview of the size, composition and status of
our investment portfolio. The Implementation Monitoring Units (IMU) Investment Operations Quarterly Monitoring Report builds on our proje
information database and project implementation monitoring reports of effective projects. The reports deliver risk status updates and identify projects
with major implementation risks.



We proactively monitor project performance and compliance. We also monitor and report implementation performance of projects that have been
transferred from the origination teams. We actively supervise financial performance, construction progress and operation and maintenance of projects.

RN MORE AABOUT THE PROJECTS WE APPROVED IN 2019,

Gathering, anal help dlients. . we identify

i o o rly stages. For example, ‘emerging risks and provide Management with early warnings
about crtical deviations from the original remedies Jated activities with

internal and external stakeholders.

from data, we're able. tatements and Pl financial
and ther covenarts. This allows us 0 develop an project per identif d updating risk
factors. For instance, we can assure ly with and s, of reporting and other
requirements.

Some examples of targets met in 2019 include aligning projects with ind ensuring that 80 percent of our projects have fewer than
three fisk flags. By monitoring project performance, we were able to determine that by end-2019, 87 percent of our projects were aligned and 96 percent
had fewer than three risk flags. This informed us that, based business indicators, our

With such data, knowledge and experience, we can build and maintain d add value to the
client. Wo're able to o ips with external 25 borrowers, ponsors, o landars,counses,acsers agents,
community and toams (such as safeq. umds procurement, legal
and finance) and ith all plement t of actior

Finally, by generating exps we can identify and learned from the existing portfolio and feed this.

knowledge back to other AIIB teams. This would ultimately leverage the relationship with AIIB's clients with an eye toward opening new business
opportunites for the Bank.

Serving More Members

Supporting Our Lower-Income Members. In 2019, we reached out to and invested in projects in our lower-income members.

« We approved our first project in the Lao Peap\es Democram: Republic (Lao PDR) in April 2019, a usmu milion loan to improve a critical section of
National Road 13 i the county.
The road upgrades will enable quicker and saler Iransponalmn of goods and peopie, which i tum wil pmmme socioeconomic development within
Lao PDR and improve connectivity with is neighbors.

AABOUT HOW OUR PROJECT IN LAO PDR ENABLED CITIZENS.

« In May 2019, we approved ou first investment in Nepal with a USD90-millon investment in the Upper Trishuli-1 Hydropower Project. The project will
increase the country’s power generation by almost 20 percent, helping to shortages. Power
ignifcant delays in th restoration of infrastructuro and sarvices impacted by tho 2015 Nopal carthauake. By investing in hycropower and
encouraging further private sector investment in the country, we can help dive economic growth and alleviate poverty.

« In July 2019, we approved our first investment in Cambodia, a USD75-milion digital infrastructure project that will see a major improvement in
interet speed and quaiy vi tho couniry’s arges: ndopendent five opic communication natwork providr. The projectwil soirioute (o
lop and expand the 1CT sector. This in tum is

‘expected to benefit both end users and corporates.

we to the needs of our d stive to serve a broader range of our membership.




Project Preparation. One reason why some project proposals are ot seen
by financiers as bankable investmens i tht i lack proper preparation
ject Preparation o makes our oNenng more inclusive in
the sense that many AlIB members, especiall members, face

[ | B

‘Special Fund Approvals by Member (USD Mi

members address these preparation gaps, improve overall qualiy of
projects and get projects ready for AlIB investment,

‘The Special Fund provides support for other preparatory aciivites such as Ton gk Nepsd LooPOR Pokistan
reviewing feasibilty studies and creating legal documents, detailed

engineering designs and tender documents. Given our stringent @ enanae
assessment of social and environmental issues in AlIB investments and our

focus on building the capacity of our clients, the Special Fund also provides grants to develop proper environmental and social safeguard documents
and to strengthen the local project implementation unit by filling in critical skils gaps. The Special Fund also enhances implementation readiness of
projects we support, thus helping our clients save time and resources during project implementation.

Spacial Fund Approvals by Sector (USD Millions)

o

Tropert Ereor Ubon ot undertake future complex transport projects in Lao PDR.

Special Fund *

End2019 USD128 mion USD1.31 miion

End20t8 USD128 milon US07.18 milon

End2017 USD108 milon US01.70 milon

End20ts US0S8 milon
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Further Outreach. We continued holding in

dialogues and

\g memos and expand

business opportuniies i mporant markets here AIBS presence hasyet 1 be sstabihe In 2019 we reached out fo Uzbekitan, Kazakhstan,
Tajikistan, Russia, Mongolia, Georgia, the Philippines, Malaysia, Vietnam, Jordan and Pakistan. We also initated outreach programs in nonregional

members such as Belarus, Romania, Hungary and Egypt.

As a result of our proactive engagement, in 2019 we secured several firsts. In Apri, we approved our first two projects in Sri Lanka: a L3D230 milion

December, we approved our first investment n Russia with a USDS00-millon
ct to improve the quality of basic infrastructure in rural
Lo become Cental s largest wind farm.

Board Outreach. Our Board of Directors also conducts outreach programs.
and provides valuable input on how o further AIIB's relations with its
members. Our Board has been getting real-time, on-the-ground exposure to
the frontline work of AIB through visits to project sites and consulations
with our members. These experiences and observations are converted ino
useful inputs for . helping

future program of activities and investment pipeline.

Our Board visited Turkey in September 2019 and met with key government
offcials, country representatives of international financial institutions, trade
and industry associations, private sector institutions and think tanks. These
mestings gave us valuable insights into Turkey's macroeconomic
condiions, government priorties, development agenda, infrastructure
challenges and investment opportunities. Business development potentials.
for AlIB include investments in the energy, transport and finance sectors.
“The local capacity for exploration of innovative projects appeared to be

nditions for low-income communities and another loan of USDEO millon 1o reduce the ris

illages and our first investment in Kazakhstan which is also our firs

and o 5.0
ransport project, our first investment in Usbekisan wih a U8 Dsz milion
wind energy project, set

@ enance

strong. Closer exchanges betwoen AllB, y
financing in the country.

@ ewance

is waiting to be fulfled, even in high-income members.

New Financial Products

market help meet

In March 2019, our Board visited Oman, the Board's first visit o a Gulf
Cooperation Council member and a high-income economy. While in Oman,
the delegation leamed more about the infrastructure requirements of a high-
income member. They also noted that the power and water sectors require
capital
ffcincy and saiy rowh n dmand.

The Board leared that AlIB's involvement in Oman has already helped
attract other investments. For instance, Oman Broadband indicated that

to faciltate AlIB
the enterprise more bankable to foreign investors. Similarly, the World
Bank's Multlateral Investment Guarantee Agency invested in an
infrastructure project in the Port of Duam following AllB's participation in an
earlier phase of development

All these underline AlIB's convening power where the need for infrastructure

In 2019 we continued to develop new products for our borrowers. In particular, Local Currency Financing operations and Partial Credit Guarantees were.
added to the Bank's product portiolio primarily for the benefitof private sector borrowers.

Local Currency Financing. Some of our clients wish to mitigate the foreign exchange risk of underlying projects” cashflows, improve the credit standing
L

of a project, protect earnings against volatilty due to foreign exchange
lending is designed to address such concerns.

prefer not to borrow in urrency




In 2019, our local currency loans were made available in five currencies
‘which include the Indian Rupee, Indonesian Rupiah, Russian Ruble, Thai
Bhat and Turkish Lira. We also offer loans denominated in Euro and Swiss
Francs. The pricing of local currency loans is based on market principles,
representing AlIB's cost of funding the loan in each currency. The
underlying interest rates are dependent on benchmarks prevailing in each
market.

Local currency loans may be offered in deliverable ooma« setting in the
fient's choice of currency. It could

format, settiing in hard currency at the foreign exchange rate determined at

the time of payment. In both cases, the client's foreign exchange risk is
mitigated. Hard currencies are those of the G10 or Group of Ten—those in

the special drawing rights basket including USD, EUR, GBP, JPY, CAD,
CHF, SEK and AMB.

Improve the credit
stonding of o project

Protect earnings
ogoit foregn
exchonge movements.

@ enuasce

o launch our local currency product offering, AlIB rolled out the necessary local currency funding platiorm which allows us to source various currencies.

Variable Spread Loan. In July 2019, our Board of Directors approved the
sovereign-guaranteed borrowers. In December 2019,

d Loan (VSL) product in USD for AlIB's sovereign and

we urther expanded the VSL rency range 1 incude hard curtencies other than USD. Our VSL.

product aims to meet borrower's needs in terms of currencies and market-based pricing whie retaining features of the existing Fixed Spread Loan
product. The lending spread over the market-based reference rate includes AlIB's actual cost of funding in the market.

© AIB, GG BY NG ND 3.0 160, Jng IGP Bai No. 15033613
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We've grown from eight projects and USD1.69 billion in investments in 2016—the Asian Infrastructure Investment Bank's (AlIB) first year of operations—
10 63 projects and USD12.04 billon in investments by enc-2019, our fourthyear of operations. Out of o ttal approved investments of USD12.04
bilion, we've commitied USD8.37 bilion and disbursed USD2.88 bilion a5 o end-2019. We reached milestones and key business indcators and our
investment portolo remained heatthy.

Approved Projects *
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We approved 28 projects worth USD4.5 billon in investments in 2019. Nineteen of those were stand-alne projects while nine were cofinanced. Of the.
28, 15 were sovereign-backed projects while 13 were nonsovereign-backed.

Our Thematic Priorities

We approach investment, developing our business lines and selecting our projects based on three thematic priorities. These priorities form the.
foundation on which we create our sector strategies, enhance our core competencies and sharpen our focus.

Sustainable Infrastructure

We wil prioritize sustainable infrastructure that is financially and economically sustainable in terms of financial returns and
R nsure social

economic impact and must not exacer
acceptabilty and inclusion of allcitizens —particularly groups which are often marginalized, vulnerable or excluded from access to
‘and indirect impacts on the physical and biological

services. It must interms of
environment such as local pollution, climate change and land and water use.

AABOUT OUR SUSTAINABLE DEVELOPMENT PROJECTS.




Cross-Border Infrastructure

Connectivity is of critical importance to sustain growth and promote economic and social development in Asia. Increasing
connectivity can contribute to the development of the region as a whole. In line with our core mandate, we willprioritize projects.
that connect markets within and between countries, across Asia and between Asia and the rest of the world.

ABOUT OUR CROSS-BORDER INFRASTRUCTURE PROJECTS.

Private Capital Mobilization

Private capital mobilization is essential to address the vast infrastructure financing needs that far exceed the fiscal capacity of
governments and balance sheets of multilateral development banks (MDBs). Notwithstanding the extensive private financing that
can potentially be attracted, current private capitalin Asian infrastructure is quite low. Private financing s stil predominantly
provided by the banking sectors with the large Asian institutional investor pool remaining untapped. There is a significant need for
our catalytic role to increase private and other investors’ appetite for investing in emerging market infrastructure and other
productive sectors that are associated with and complementary to infrastructure.

ABOUT OUR PROJECTS THAT MOBILIZE PRIVATE CAPITAL.

Projects by Thematic Priority *
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nd
projects in 2019 under that thematic priority, followed by private capital mobilization with 26 projects, cross-border connectivity with six projects and eight

more classified under “Others” (some projects were classified under more than one thematic prioriy).



Projects by Sector *
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The energy sector continued to represent the largest share in our sectoral project breakdown with 30.15 percent of the total or 19 such projects by end-
2019, This was followed by finance projects with 23.80 percent or 15 projects, transport with 20,63 percent or 13 projects, water with 12.69 percent o
eight projects, urban with 6.34 percent or four projects, inf with 317 percent or t ts and *Others” with
3.17 percent or two projects

Our i ing and

Our investment decisions are based o iming guide. We review proposals from clients, then projects that meet the prefiminary
screening criteria are included in our volhng nvestment program. We then calibrate until our strategic programming matches clients’ needs with our
thematic priorities. These three priorities form the foundation on which we create our sector strategies.

In 2019, we drafted two new strategies that would further guide our investment decisions.

We completed ou Drt + Stateqy, for wich public
consulations egan n October 2019, Afer receiving valuabe fescback &
from our Board of Directors, we conducted Vil consulatons withvarious

stakehodersto furher shape the strateqy: We lso complete the frs raf @

tructure Sector

of our Digital In
consultations shortly after end-2019.

tegy which was offered for public

Strategy have been finalized and approved by the Board, we will have
campited st ramonoror s, Troe s o
Sector Statg

Susiainable Ciles Sirategy, Straegy on Investing i

n Financing Operations in Non

Wembers and our Srategy on Mobilzing Prvte Capial for

nfrastruc @ oren




Our 2019 Alignment With the SDGs and Climate Finance

The 28 projects we approved in 2019 continued to show strong alignment with four nfrastructure-related Sustainable Development Goals (SDGs)
These are SDG 6 (Water and Saniation) wih three projects, SDG 7 (Energy) with 10 proes 'SDG @ (Industry, Innovation and Infrastructure) with four
projects and SDG 11 (Sustainable Cites and C: six projects. The the 28 contribute to all SDGs 6, 7, 9 and
11 by virtue of raising private capital forthese infrasiructure sectors.

Our climate finance amounted to USD1.7 billion or 38 percent of total
financing approved in 2019—an increase from USD2.5 billon or 35 percent
of total financing approved over the previous three years combined (2016-
2018). These projects can be mapped against SDG 13 (Ciimate Action). Of
the 28 d
finance and/or adaptation finance components. Climate finance projects
were categorized across various sectors: energy (5), financial institutions,
(4), transport (3), water (1), rural infrastructure (1), multisector (1) and other
infrastructure (1). Climate finance was tracked using the Common Principles
for Climate Change Mitigation Finance Tracking and the Common Pnnmmes
for Climate Change Adaptation Finance Tracking, both of which ar

tly adopted by mulilateral pment (MDEs)
and the International Development Finance Club.

[ R ——

@ oren

SDG alignment is achieved not only through investment fiows, but also
through our and social standards and direct and indirect from our investments, partnerships and other operational
activities. Morever, it is important to note that SDGs are inherently. d these interrelal critical tc

Catalyzing Funds for the Green Economy

We cannot ignore or separate the environment from our operational policies. “Green" is one of our three core values. Sustainable Infrastructure is one of
our three thematic priorties. More importantly, we're committed to help our members achieve their Nationally Determined Contributions under the Paris
Agreement. Aside from working with other MDBS to increase our g to USD175 bilon by 2025, we're making our own efforts to
combat climate change through our investments.

Asia Climate Bond Portfolio

One example is our Asia Climate Bond Portfolio approved in August 2019,
We partnered with Amundi, Europe’s largest asset manager, to accelerale
climate action in our members and address the underdevelopment of
climate bond market. With AlIB and Amundi’s partnership, this project
shows how an international financial insttution such as AIIB can cooperate
Wi pia eny 1 hlp adress clrals changs by modiying ihe way
d rethinking the why we invest in

the first place. The Asia Climate Bond Portfolio will invest in labeled green
bonds and unlabeled cimate bonds then engage with issuing companies to
help them transition their business models to increase climate resilience
and green leadership. We developed a first-of-ts-kind Climate Change
Iiesmentfamewo hich consides e varialo: h sha o green

i to climate
changs Yhesa variables are used to analyze issuers'abilty o cope with
climate change. Watch the videa to know more about the project.

AlIB Asia ESG Enhanced Credit Managed Portfolio

For projects that involve bond portiolios, it makes sense for us to partner
with external
capatiios i researching, sreering and assessing such bands, Siilar o
the Asia Ciimate Bond Portfolio where we parinered with an established and
capable expert, with the AlIB Asia ESG Enhanced Credit Managed Portiolio
we partnered with Aberdeen Standard Investments. This portiolio will
‘comprise primariy Asian infrastructure-related bonds—including both green
and unlabeleq |
A deeper dive into the AlIB - Aberdeen (ESG) facors fully integrated in the investment process and portiolio
Standard Investments mandate management. The objective is to develop sustainable debt capital markets.
{or mirasncture and bl an ffacie ESG. ecosystem in emerging

arkets in Asia.




Sustainable Capital Markets Initiative

stillin Aberdeen, in 2019 the start of the Markets Initative. We intend to engage with market
paricipants such as corporates,invesiors and raing agencies to develop a sustainabl debi capial market.

SUSI Asia Energy Transition Fund

#10VED PROJECT

InNoverber 2015, we ‘:‘;L;:E;O:s; a project 1o establis! e e . e q:u, v‘u d T —
trend in devel andinvestin SUSI Asia Energy Tronsition Fund
energy storage and microgrid projects it region, parcuary Soulheast AN Investment: Up to USDL00 millon
Asia. This is one of the ways by which we're mobilizing private capital for 3

energy transition in selected Il members within developing Asi

L&T Green Infrastructure On-Lending Facility

In July 2019, we approved a project (o create a facility that would be used by L&T Infrastructure Finance Limited to fund mid- and large-scale solar and
wind power projects in India to increase the PP i mobilization.

TKYB Renewable Energy and Energy Efficiency On-
Lending Facility
- In November 2010, we approved a poject that would support sustainable
e ot ke T infrasiruciure development in Turkey by providing a long-term source of

- financing. The plan is to provide subloans through TKYB to privately owned
companies in Turkey then invest in subprojecs in the renewabie energy and
energy effciency sectors. These include subprojecis in the wind, solar,
geolhermal and biomass industries. In effect, Turkey's renewable energy
and eneray effciency infrasiructure would improve by channeling private
funds to sustainable inrastructure.

VED PROJECT

Turkey

AIBInvesiment; USD200 millon

Tata Cleantech Sustainable Infrastructure On-Lending Facility
Similar to our projectstrategy in Turkey,tis faciity willbs used to inancs renewable energy, power transmission and distbution and water
infrastructure construction projects in India. The project is aligned with the Government of India’s plans to reduce the country’s carbon intensity by 30-35
percent of 2005 levels under the Paris Agreement.

Other Dimensions of Sustainability

Sustainable development goes beyond pooling funds to addf We also need to address the social dimensions
of sustainable development. In 2019, we approved projects that seek to aoress mese various dimensions of sustainabity.

Municipal Water Supply and Sanitation Project

We approved a USD100-millon oan to 's efforts P supply services
Gommunities. Once completed, about 10 be connected to new piped water benefit from improved
sanitation services. In particular, women and girls, often responsibie for water collection, are expected to directly benefitfrom the project.

Istanbul Seismic

isk Mitigation and Emergency Preparedness Project

We spproved a USD0D-millon o o hlp improve Istanbuls disasor resiiance agnst erthquakes and snhance the iy's emargency preparechess
The project is aligned with the aspi bl by making to
seismic shocks.

West Bengal Major Irrigation and Flood Management

We approved a USD144.7-mliion project to help improve water allocation, increase storage potential and strengthen institutions in India that are.
responsible for irigation management. About 40 percent of West Bengal i flood-prone, and agriculture accounts for about 20 percent of the economy.
We're helping India reduce flooding and optimize the use of water for agriculture.
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Connectivit is of crtical importance for strengthening regional cooperation and promoting economic growth in Asia. However, itis one of the most
underserved areas in Asia as evidenced by large connectivity gaps between neighboring and other Asian economies. In line with our core mandate, we
willprioritze projects that connect vital infrastructure and economies that are currently not lisked within borders, across Asia and between Asia and the

global economy.

Cross-border Connectivity Projects *
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o roads and in which we invest.
and data digitaly. It could connect energy. It could connect finance and economies. Ifrastructure has the power to connect people, services and
markets.

When we helped develop a project to improve the highway from Sylnet to Tamabil, our aim was not only to ease the flow of raffic. We wanted to ease
the flow of people, goods and services between Bangladesh and India.

When we helped connect Georgia, Azsvbauan and Tutkey via the EssWestHighway, wo he\pad ‘our members integrate within regional and
international

and connectivity between Western Asia, Gerial Al snd Eumpe

yond. Such investment assistance boosts regional trade

When we invested in the Trans Anatolian Natural Gas Pipeline Project, we did not intend for the project to merely lay down and connect pipes for a gas
pipeline. We knew that energy from gas field transmitted . Turkey, Greece and Albania to ltly, thus connecting
ot just energy but commerce as well by integrating Azerbaijan with new markets in Southern Europe.

We're focused on increasing our financing support for cross-border  partnerships,
we prioritize projects that connect vital nfrastructure and economies that are currently not linked within borders, across Asia and between Asia and t

global economy. Working with other MDBS through existing platiorms, AlIB can continue 1o invest in a pipeline of connectivity projects in alignment with
our mandate.

ing Private Capital

Mobi

Private capital mobilization is essential to address the huge infrastructure The D\N\/E\?\;&;:Yc\\;‘&
nancing neods that far exceod the fiscal capactyof governmonts and vialin finencine,
banco shoots of MDBs. Nowihstancing the xtonsive rvte nancng

that can potentilly be attracted, current private investment in Asian Asias Infrastuciure Fnancing Sosess
infrastructure is quite low. There is a huge need for AIIB to play a catalytic
private and other investors' appee in o
P . particula ted
with and complementary o ifrasiructure investments. AIIB's own financing i
can play a criical rol. To%

o complement its own financing, AlIB will expand s financing instruments
to mobilize private capital. Mobilization can involve financing projects that
leverage our own finance with additional private capital for investments.
supporting the development of capital markets and/or promoting

an asset dlass. It et motiize private

infrastructure and other

productive




Private Capital Mobilization Projects *
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In 2019 we invested in the CITIC Capital Pan Eurasia Fund, a private equity fund pital investments for

Tenewables and emerging echnologies. We're aware fhat insitutonal investors stand t gain from trade flows across Eurasia, and so his closed-end
private equity fund was established to allow institutional investors to take advantage of rapidly growing economies and opportunities in Eurasian
countries.

Inthe same year, we invested in the Infrastructure Private Capital Mobiization Platiorm. It will purchase infrastructure loans from financial institutions.
and disrbute them to insttutonal nvestors, ineffect supporting priva capital mabilzaton and bulding inkasiuctur o3 sn asst coss, The o
mobilizes a new pool of v Asian infrastructure tors h it assets management that could
match the long-term nature of infrastructure assets. The abty to market ted with investing in would
help crowd-in this alterative source of capital

As envisioned under our Strategy on Mobilizing Private Capital for Infrastructure, AlIB will focus on opening new markets and creating deal flows. This
will equire a range of financial products and services that will make projects bankable. Broadening our local currency financing will open avenues for
AIIB to invest in infrastructure sectors that primarily have a local currency revenue stream and can have the added impact of stimulating investments by
local private investors.

In 2019, we mobilized USD1,178.4 milion in private capital through our approved projects—the most since we began operations in 2016. This included
USD578.6 million in direct mobilization and USD599.8 millon in indirect mobilization. AlIB's own commitment in these transactions was USD1,048.6
million,

We will deepen our partnerships with MDBS, governments, institutional investors, commercial banks, reputable project sponsors and clients to identify
and structure bankable investments and evise solutions that can pool private capital
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Bangladesh: Safe Travels for Antora and Kalpona

Our low-income members face capacity lags in preparing bankable infrastructure projects. AllB's Project Preparation Special Fund provides support in
this regard. One such projectis the Sylhet {0 Tamabil Road Upgrade Project which aims to improve cross-border connectivity between Bangladesh and
India via a safe and efficient road link between Sylhet and Tamabil,

“This project will shorten the travel time of residents such as Antora who walks six kilometers o school. It could also increase road safety for tea stall
‘owner Kalpona whose brother-in-law met an unfortunate accident and was not rushed to a hospital immediately because poor road conditions and
heavy traffic delayed the arrival of an ambulance. Without proper roads, Kalpona calls the area a “death trap.” Watch the stories of Antora, Kalpona and
other residents in the video below.



@ ennce

Sri Lanka: Manorathna Pushes Back Against Landslides

The 2017 landslide has made life difficultfor 42-year-old Manori Manorathna who lives in the highlands of Sri Lanka's Sabaragamuwa Province. She
gets by on a day laborers humble income in Ayagama, a small town about 106 kilometers southeast of the Sri Lankan capital of Colombo.

Life was good two years ago. She was blessed with a good house and a
good job, but both were swept away by the catastrophic landsiide.

“We were displaced,” Manorathna says wistfully, walking past the remnants
of her house. “We lost everything following the heavy rain. Now we fear
even drizzies.”

S Lanka s affected by monsoons that vary by region. Annual rainfallis
2,500-5,000 millmeters in the southwest where Ayagama is located. Heavy
rainfall makes Sri Lanka vulnerable to various disasters. Landsides are
particularly frequent in the central highlands, resulting in fatalties and
damage to infrastructure and the environment

‘Now we don't go into town when it rains,” explains Manorathna’s brother, @ ennce
60-year-old tuk-tuk driver M A Ganassena. “We fear the mountain will get
‘washed away again. I it rashes down, the river will overflow, flooding the
entiro town.”

While no one died in Ayagama thanks to early warnings issued by law.

iagement officials, 1
houses and 14 businesses. The Ayagama Sri Gangaramaya temple housed
many residents displaced by the disaster.

says the temple’s chief priest, Rambukpota Dhammadinna.
“The 2017 landslide not only damaged part of our 150-year-old temple—
debris also blocked the river, causing massive floods. Authorities should
take action to mitigate landslides before another disaster takes place.”

The Sri Lankan government s doing precisely that. Landslide survivors and
about 1000 famios ac feshhopos o housingand employment wih 2

project called Reduction of L: Vulnerability by Mitigation Measures
initiated by the Si Lankan Government ncolboraton wih the Asan @ ennce
Infrastructure Investment Bank (AIIB) through a USD8O-milion loan. The @« s aaaaaa

goverment i providing the rest (27 percent) o the project’ fotal financing.
Manorathna and her brother Gnanassena are aware of the project

Ofiials are now making arrangements to miigate furher landslides and expand the exsting town.” says Manorathna

“The project wil make relocaion of the town unnecessary and create more space to expand the existing township. Project unds willalso be used 1o
mitigate landsides on the Rathnapura-Adam's Peak road. Tourismis vital to Sr Lanka, wih an estimated USDA4.4 bllon in revenue in 2018, Rathnapura

is home 1o the Sinharaja Forest Reserve and Adam's popt the project will benefit
tourism as well




The project will make relocation of the town unnecessary and create more space to expand the existing township. Project funds willalso be used to
mitigate landslides on the Rathnapura-Adam's Peak road. Tourism s vital to Sri Lanka, with an estimated USDA4.4 billion i revenue in 2018. Rathnapura
is home to the Sinharaja Forest Reserve and Adam's P tourist the project wil beneit
tourism as well

“The project’s objective is to reduce risk and damage from landslides by implementing mitigation measures and enhancing policy and regulations
associated with landslide management,” explains R MS Bandara, National Building and Research Organisation director. Bandara adds that the project
diversifies AlIB's portfolo as it is the Bank's first in the area of disaster risk mitigation. I is also aligned with Sri Lanka's infrastructure priorities

The project aims to protect people from landsides and increase the length of roads and railways bolstered by the applied measures. It il also enhance
land use guidelines for landslide-prone areas and ciimate resilience standards and specifications for landslide prevention and mitigation

“We coordinated with relevant stakeholders and government officers and finalized the mitigation and expansion plan,” says district secretary Niranjan
Jayakody. “This project is important as it wil directly benefit people in the area and help the national economy by boosting tourism and allowing tea and
rubber produced in the area to be transported to the capital.”

Nishantha. Ayagama's ' adds that land following the 2017 landside. Implementation of the miligation
program is expected to boost the town's economy and improve the livelihoods of peaple living nearby.

Tuk-tuk driver Gnanassena hopes the Sri Lankan government implements the project quickly so they can stop living in fear. His sister Manorathina adds:
“The project will allow us to return to our own land."

Lao PDR: Keeping the Road Safe for Manivanh

For 30 years, Manivanh Bualavong has lived in Naxaithong District on National Road 13 (NR13) north of Vientiane, Lao PDR. She sl fruits and other
joods from a stall at her home, which fronts north-south highway. ditch sits a few feet away. She wears a mask (o
protect herself from the odor and the ever-present cry season dust of the road.

Manivanh is among the estimated 500,000 Laotians who will benefit from the USD128-million National Road 13 Improvement and Maintenance Project
with help from the Asian Infrastructure Investment Bank (AIIB), the World Bank and the Nordic Development Fund. The Government of Lao PDR is
funding USD38.5 millon of the project, with AIIB financing USD40 millon.

Over the next three years, a 58-kilometer (k) stretch of the dilapidated road will be renovated. Nineteen km of the highway will be expanded from two.
lanes to four, while the remaining 39 km will be improved.

Today the road consists of two lanes with no centerline, no lane barriers, no
pedestrian paths, itle lighting and no real safety infrastructure. Traffic
ranges from tour buses and container trucks to students on bicycles and
even livestock—all of which mingle freely across the highway.

As Lao PDR's primary national road, NR13 links the country to China,
Thailand and Cambodia, meaning improvements along its length could spur
greater regional connectiviy.

“This improvement project s critical for raffic safety.” says Latsamy
Aliyavongsing, project manager under Lao PDR's Ministry of Public Works.
and Transport's Department of Roads. “The road is the main backbone from
north to south and this section s very important because trafic is heavy
near the capital @ enance

Like most people along the project site, Manivanh looks forward to the road
improvements. “Many accidents happen here,” she says, as trucks and
buses overtake each other at high speeds. "l am worried about business.
Another nearby road project took a very long time to finish, but we need a
better highway.

Lam-ngeun Savanvilay runs a roadside noode stall nex to the spot where a
bridge crosses NR13. She has lived in the area since birth

“My house is on the other side of the bridge, and I'm receiving
compensation for my shop soon,” she says. Much of Savanvilay's restaurant
will remain as it stands far enough back from the highway. She expects
business—and quality of lfe in general—to improve once the project is
completed. @ ennce




Meanwhile, disabled veteran Thitkor Thipphavan lives at a dusty

intersection between NR13 and a local dirt road. His sturdy, the few that will be d as part of the upgrade
project, as nextto his home will improved. In this regard, AlIB assisted in the preparation and implementation of the
Resettlement Action y g the hrough tem that track: [

prevent construction delays.

“We already have a lot behind the house where we wil build anather home once the NR13 construction begins,” he says. “When the buiders come, my.
wife and | will stay with a relative nearby. It willtake about four months to build our new house. We'll have more space then, and the area will be much
nicer.

Khemphone Sinalath, who has lived on NR13 for 70 years, owns a large house next to the road. He ives alone and has a prosthetic leg, the result of a
battle with cancer.

“Im happy 10 get a better road as it will benefit the district,” he says. “It willalso be easier for me to get around in my wheelchair.” Sidewalks will be
included in the road upgrade, greatly benefiting pedesians traveling along the highway —including Sihalath on his wheelchair. As itis now, jagged and
poorly maintained asphalt meets dirt at the side of NR13—there is no safe passage for pedestrians.

Many residents g District also face flood “This will also be addressed by
the project.

“We hope everyone living along the road will benefit once it is improved,” says d from
the city going o the outskirts would ease, and that residents would have better access 1o the city, especially those. wno need1to go o the hnsp\(a\ or

main market.*
/N

Kazakhstan: Wind Gives Light to Peishbek’s Farm

Fifty-five-year-old Peishbek is a farmer who lives with his brothers in the town of Zhanatas in the Sarysu District of Kazakhstan. Peishbek has a problem
with electricty. His home is not connected to the power grid, so he and his brothers use diesel to power the farm. They tried solar panels, but these soon
broke down shorly after installation.

Fortunately for Peishbek and his brothers, the World Resources Institute lists Kazakh of the top with the highest potential for
‘wind-generated electricity, with winds reaching speeds of 45 meters per second. This is one of the reasons why a 100-megawatt wind power plant is
being bt southwest of the town. The Zhanatas 100 MW Wind Power Plant is the Asian Infrastructure Investment Bank's (AIIB) first onshore wind
power project, fist project in Kazakhstan and frst AllB-led cofinanced project with the Eurasian Development Bank and the European Bank for
Reconstruction and Development.

The wind farm aims to provide a sustainable and environmentally frendly source of renewable enoray fo the region and allow Kazakhstan to meet s
‘commitment o produce three percent of total energy from renewable sources. As part of the Kazakhstan 2050 Strategy iitative, the country ams to
diversity ts  and transiion to a Under this iniiative, the government has set a goal for the share of electriity
production by solar and wind to reach three percent by 2020 and 10 percent by 2030, increasing from less than two percent n 2018,

Kazakhstan's fuel mix is fossi-heavy. Eighty percent of the country’s electricity is generated from fossil fuels, with hydropower accounting for 12 percent
and less than one percent generated from solar and wind installations. The couniry's power generating infrastructure is imbalanced and outdated.
Almost half of the generating facilties in Kazakhstan 30 years old. Ki s se

rehabiltate outdated power assets and expand capaciy to meet rising energy needs.

AlIB is helping Kazakhstan reduce the project's financing gap by mobilizing

private capital and aranging the inflow of other funding sources. The total

project cost is USD136.2 million. AlIB's loan is USD46.7 million, sponsors

will provide in ea rest will be

financial institutions. This project willincrease the Bank's investment in solar
ind wind energy by 22 percent and installed capacity by 20 percent (as of

December 2019)

B
the project with in-depth ko engagement, a detaied fiora and
foun moniorng eprtand acnedogcal ey amarg abvers Seven

far
e Zhanates community hal o the frs publc moeting abou the wind
farm construction. Concerns raised were more about archaeological
surveys, local employment and the wind power plant's impact on the
environment and pastures. No other comments o grievances were

expressed at the meeting and over the consultation period.

When the 3D model of the wind farm was takeholders, they did the 150-meter-tal wir ruining the.
view of the horizon. Peishbek was more concered about and interested in livelinood and energy source opportunities. During consultations, other
stakeholders —such as those from the villages of Burkitbayev and Ushbas—mentioned that the turbines might even become  local attraction,
something to be proud of.



Later during the Gourse of project preparation, it was decided that the majority of involved in d from
Zhanatas. Preparations were made for service provision and permanent positions to be advertised in the local community during the operational phase.

Once completed, the Zhanatas wind power plant will become the largest wind farm in Central Asia. Greenhouse gas emissions can be avoided—about

260,623 tons of carbon dioxide equivalent per year. More importantly, Kazakhstan stands to generate clean electricity, approximately 319 GWh per
annum or 0.3 percent of total electricty generation in the country, benefiing people ke Peishbek and his farmer brothers.

Continuing to Improve Living Conditions.

Read more stories about our investments in Egypt, India, Indonesia and Turkey and how we help clients provide better living conditions to communities.

ABOUT THE IMPACT WE’'RE MAKING WITH OUR PROJECTS.

External Stakeholder Outreach

1n 2019 we continued conversations with external stakeholders and people who, one way or another, are affected by our investments. We cortinue 1o do

itfrom top to botiom: our Board of the feld to have th clents, project implementing enties and

beneficiaies. Our saffvisit project sites to ensure project adherence to our environmental and social safeguards or work with local communities and
sothat dressed.

We remaina d keep our for the

stratagies, request information about AlIB, report suspected fraud or corruption or addr s from peaple affected by our investments.

On March 31, 2019 the Project-affected Peaple’s Mechanism (PPM) entered into effect. The PPM s further guided by our Directive on the PPM and
Fules of Procedure of the PP and overseen by our Complaints-esolution, Evaluation and Integity Unit. The PPM is a mechanism to provide an
‘opportunity for an independent review of submissions from project-affected people who believe they have been or are likely to be adversely affected by
AlIB's failure to implement ts Environmental and Social Framework. More details about the PPM and instructions on submitling a request can be viewed
in our PPV page that went live on Dec. 10, 2019,

We do these because we acknowledge that we need to be on the ground and have our ears to the ground. We will continue feeling the puse of people
impacted by our investmer
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“The year 2020 marks the Asian Infrastructure Investment Bank's (AIIB) fith year of operations and the last year of our start-up phase. By the end of our
fifth year, we will of our frameworks, policies, sectoral sirategies and basic financing products. By
then, we will also deliver the mechanisms to monitor and evaluate our progress in terms of implementation and results. We will continue to expand our
operations based on robust mulilateral governance, high standards and sound banking principles.

Focusing on Asia

Asials the world's largest and fastest growing region with 60 percent of the world's population and 45 percent of the global economy. Asia’s role in
bridging people, goods, services and markets worldwide is becoming more pronounced. We will maintain a strong focus on Asia and continue to build
our core competency in the region. We wil develop tools o better serve our presently underserved regional members that are currently at relatively.
lower per capita income levels. We also recognize the key role our nonregional members play to address climate change and further Asia's
development. As such, we're expected to gradually build capacity to deliver projects to nonregional members within the principles and limits defined
under our Strategy on Financing Operations in Non-regional Members.

Talent

We are growing, but we're doing so prudently. In 2020 we will begin working
from our permanent headquarters while recruiting staff in alignment with the
Bank's objectives. Our worklorce will have an improved mix of skills and we
will continue to promote a diverse and inclusive workplace. We will
endeavor 1o stay lean by promoting effectiveness with a focus on client and
shareholder value.

n 2020, we will implement our Strategic Stafing Plan to expand our talent
pool and support the BanK's growing needs. Our abilty 1o recrut, develop
and retain a team of high-caliber staff will remain critcal to our development,
We will also enhance our suite of training programs to equip our staff with
sufficient technical capabilites.




Governance

By end-2020, we will have completed the first election of our President and
the first review of the Bank's capitl. By end-2022, we will have conducted
the first review of our Accountabilty Framework and Oversight Mechanism,
both of which came into effect in 2019,

As we've experienced in the last four years, our clients” infrastructure needs

are growing. To respond 1o this demand, we need to deepen our capablliies

in promoting economic, environmental and social sustainabilty in the

projects we finance. This will allow us to support projects of higher

operational complexity and facus on quality. To be abie to respond to client
‘demand, we need to broaden our product offering.

New Products and Certifications

Our pipeline of new products and client solutions for 2020-2021 wilinclude our c arantee and var an offerings to clients, which was.
introduced in 2019 to new and existing borrowers. We willalso be pushing the expansion of local currency financing to encompass a wider range of
currencies. These could include currencies in eight more countries, possibly: Bangladesh, Eqypt, Kazakhstan, Malaysia, Nepal, Pakistan, the Phillppines
and Vietnam. This will be followed by the launch of local currency offshore and onshore bond issuance to expand AllB's access to markets. With our
debut bond issuance in 2019, a key factor would be the official our internal by of Sponsoring O

of the Treadway Commission. We're working toward this end.

ble spread

Strategies

With the approval of the water sector and digita infrastructure strategies.
expected in 2020, we wil have completed the development of our key
sectoral strategies covering the main domains of infrastructure and the
majority of AlIB's investments. We will thus shift our focus from the
development of these sectoral strategies to their actual implementation to
support our business development and investment operations.

We also intend to conduct subsectoral, regional, national and thematic
analyses
for the Bank, which geographical areas present opportunities for cross-
border connectivity or which thematic priority needs to be enhanced.

Green Corporate Value

Along with other MDBS, we committed to ensure that our internal operations.
(including corporate services, our offce building, facilties and internal polices) are in e wih the objectives of the Paris Agreement. In 2020, we wil
begin developing a broader Insitutional Carbon Management Syst d at reducing related to g faciities, corporate
procurement, business travel and waste management. Our sustainabilty effots willbe reinforced by our location 10 the new eight-hectare permanent
headquarters which, in 2019, was awarded the LEED Platinum certifcation and the Three-Star Green Building ertiication (respectively, the highest
vatings internationally and in China). We wilalso continue our Act Groen Tog o improve the our events. All
these measures reflect our commitment to AlIB's Green core value.

Greener Tomorrow

Our Environmental and Social Framework (ESF) underpins our effors to integrate high environmental and social standards in AIIB operations. We are
conducting a review of the ESF based on experience gained from the application of the poliy to AIIB projects during ou first years of operations.

Adiverse list of shareholders is being consulted during the review. These include interal consultations (Management, the Board of Directors, AllB staff

and our Complaints-resolution, Evaluation and Integrity Unit), consultations with clients and ber governments,
dlients, project benefi people) and (United Nations.
organizations, organized labor, indigenous peoples’ tions, think-tanks, civil tions, academia, gender and

disability organizations and human rights organizations).

We proposed the ESF's review to the Board of Directors in 2019 and expect the process to be concluded in 2020 as we continue to live and enhance
our “Green” core vale.



Opportunities
The volume of investments in nfrastructure in Asia is expected to grow
bigger. support and strong in
many of our members are enabling the growth of bankable projects,
Demand for sustainable infrastructure s also on the rise, driven
increasing environmental and social awareness. We're finalizing our

to take advantage of We'e also
exploring the use of technology in enhancing project quality (such as the
use of drones at project sites, software anlytics and the intemet of things)
as transformative tools for infrastructure development.

By 2025, Asia's demand for infrastructure (excluding China) is expected to
reach USD!.2 trilion. Even in the event of a recession, the demand will sil
bein the area of is
huge—a market of players with many much so factors may spell th failure of international financiers.

Itis thus imperative for AlIB to differentiate itself and establish its market position.

Challenges
Thegoba macrosconomic oulok s becomingmereuncetan.Borowers rcsuerng o veaker tepayment ity and s nfastcie
spending could negatively affect our long-term business ool liquidiy, lowering our

ability to raise funds on the most favorable terms from the capital market. It may also pose a challenge to our abiliy to mobilize private capital for our
projects.

The COVID-19 pandemic affected everyone and the mid- to long-term

repercussions are still unknown. It is our role o step up our efforts to WE REMAIN RESPONSIVE,
provide countercyelical lending to keep our members fiscally on track during AGILE AND FLEXIBLE TO
times of uncertainty. Once the COVID-19 crisis is over, AlIB will need to

quickly refocus on its mainstream operations in assisting developing TIMES OF NEED.

members to invest in high-quality infrastructure for development.

In addiion, we recognize that countries with fragile infrastructure have less
capacity to handle health crises. This is where infrastructure investment—
including in public health, healthcare, sanitation and information and
communications technology —should be scaled up to better serve our
members. We have a responsibilty to our members who face tremendous
pressure to maintain the health and safety of their citizens while managiny

the impact of an economic downturn. It is our duty to be adapive, flexible @ ensnce
and responsive in times of crises o our members can continue investing in
these kinds of infrastructure.

Knowing Our Clients
1n 2020, we intend to increase high- and working-evel outreach and
consultations, with the objective of developing our project pipeline through
business developmen and country programming in several members. We
1 intend to conduct highvlevel follow-up discussions with our members where
WE LISTEN CLOSELY TO dialogues have already been iniated, wih the objeciive of fnalizing country
OUR CLIENTS! NEEDS. X programming memos for those members. If necessary, we wil taior
approaches to respond to clients' needs to maximize development impact,
inciuding solutons through new products.

We also intend to deploy additional necessary resources to better atiend to
I as well as i and ney

@ ouwce  Clents:

Serving Our Clients

We will expand the use of our Project Preparation Special Fund by refining is focus, targeting outreach and improving disbursement efficiency. We will
serve a broader range of members, priorilzing presently underserved regional members that are at relatively lower per capita income levels. While
retaining its primary focus on Asia, AlIB willalso gradually increase support to nonregional members through collaboration with other development and
cofinancing partners.

We will create an institutional culture that reinforces our ambition to become a 21st century MDB characterized by client responsiveness, innovative and
efficient practices, good governance and accountability.



Client-Engaged Structure

In December 2019, we announced to staff a o better integrate
business development efforts.

Effective Jan. 1, 2020, the Investment divided . each with a regional f d each under a Vice
President handling client relations, technical specialists and bankers. Region 1 covers Southeast Asia and South Asia (except Pakistan and
Afghanistan). Region 2 covers Pakistan, Afghanistan, Central Asia, East Asia, West Asia, Europe, Africa and Latin America. The Implementation
Monitoring Unit now has a dual reporting role o both Vice Presidents and the Client Relations and Programming Office evolved into two independent
units, consolidating into each of the Investment Operations Departments.

Anew O " Dep: be comprised of specialists, d financial
managers. The Director Ganoralfor Operational Servioes wil alo have a dual reporting 1o bth Vice Presidens orlnvestment Gperatiors,

This structure will enable us to better utlze the talent we have in AlIB and give us flexibility to meet client demand as we scale up our Investment
program to meet the needs of our members.

Graduating from Start-Up

Not often s a new MDB bor, and we're learning fast even during our early
years. We wil finish our ffth year of operations after this year, and we're.
gearing up for the next years to come.

We will strive to become recognized as a focused financier with deep.
expertise and agillty to respond to client demand. We wil work hard to
become more client-oriented.

We will continue to mobilize substantial additional investment through our
own resources while maximizing partnerships. We see ourselves gradually
expanding our services to include support for project preparation and

implementation and support for the development of infrastructure as an ENABLE CITIZENS
assel class.

@ ensnce

We will strive to become recognized as an organization characterized by an
accountable management, lean practices, a growth mindset and continuous learning in line with our Cultural Attributes. We want to become an attractive
employer for high-performing and innovative staff.

Enabling Our Clients to Enable People
Al this as we complete our start-up phase, as we end our fifth year of operations. We will continue to enable our clients so that they could build

ble infrastructure in that face huge funding gaps. By doing so and by doing a good job, we will build better relations
with our clients. The infrastructure they are building will better connect people, services and markets. Our diients are enabling communities, beneficiaries
and people. To do more. To be better.

This is our contribution. This is how we wil fulfil our mandate and grow our business. Over time, our clients will build  better future, one that will impact
the lives of billons in Asia and beyond.
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