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List of Abbreviations

SL | Abbreviate World Elaborative World

1 BDT Bangladeshi Taka

2 CAMELS Capital Adequacy Assets Management Capability
Earnings Liquidity Sensitivity

3 CITES Convention on International Trade in Endangered Species

4 CRMC Credit Risk Management Committee

5 DoE Department of Environment

6 E&S Environmental & Social

7 EC Executive Committee

8 ECR Environment Conservation Rules

9 ERM Environmental Risk Management

10 ESAP Environmental and Social Action Plan

11 ESDD Environmental & Social Due Diligence

12 ESIA Environmental & Social Impact Assessment

13 ESMS Environmental & Social Management System

14 ESRM Environment and Social Risk Management

15 ESRR Environmental and Social Risk Rating

16 ETP Effluent Treatment Plant

17 Fl Financial Institution

18 GDP Gross Domestic Product

19 GHGs Greenhouse Gases

20 HoC Head of Credit

21 IFC International Finance Corporation

22 IMF International Monetary Fund

23 IP Indigenous People

24 MD Managing Director

25 NGO Non-Governmental Organization

26 ODS Ozone Depleting Substances

27 PAH Polycyclic Aromatic Hydrocarbons

28 PCB Polychlorinated Biphenyl

29 PM Particulate Matter

30 RMC Risk Management Committee

31 RMG Ready Made Garment

32 RO Relationship Officials

33 SBN Sustainable Banking Network

34 SFU Sustainable Finance Unit

35 SME Small & Medium Enterprises

36 UN United Nations

37 UNESCO United Nations Educational, Scientific and Cultural
Organization

38 VOC Volatile Organic Compound
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Exclusion List ( )

SI. No. Sector / Activities
Production or trade in any product or activity deemed illegal under host country laws or
regulations or international conventions and agreements, or subject to international
bans, such as pharmaceuticals, pesticides/herbicides, ozone depleting substances,
1 PCB's, wildlife or products regulated under the Convention on International Trade in
Endangered Species (CITES).
Links: United Nations (UN) list of banned chemicals and products:
http://www.un.org/esa/coordination/Consolidated.list-13FinalFinal.pdf
CITES list of endangered species: http://www.cites.org/eng/app/E-Apr27.pdf.
Ship breaking/ trading activities which include:
5 1. Ships with prevalent asbestos use (for e.g. passenger cruise);
2. Ships listed on the Greenpeace blacklist*;
3. Ships not certified “gas free” for hot work
3 Drift net fishing, deep sea bottom trawling, or fishing with the use of explosives or
cyanide
4 Operations impacting UNESCO World Heritage Site and/or Ramsar site
5 lllegal logging, and logging operations or conversion of land for plantation use in
primary tropical moist forests
6 Production or activities involving forced labour/ child labour
Production or trade in:
1. Weapons and munitions
7 2. Tobacco
3. Gambling, casinos
4. Pornography (goods/stores/web-based)
Production or activities that impinge on the lands owned, or claimed under adjudication,
8 . .
by Indigenous Peoples, without full documented consent of such peoples

* http://lwww.greenpeace.org/international/en/campaigns/oceans/pirate-fishing/Blacklist1/



http://www.un.org/esa/coordination/Consolidated.list-13FinalFinal.pdf
http://www.un.org/esa/coordination/Consolidated.list-13FinalFinal.pdf
http://www.cites.org/eng/app/E-Apr27.pdf
http://www.greenpeace.org/international/en/campaigns/oceans/pirate-fishing/Blacklist1/

Environmental and Social Due Diligence (ESDD)
Risk Assessment Tool

Userguide for Environmental and Social Due Diligence (ESDD)

This E&S risk assessment tool contains 13 tabs - user guide; one Generic and 10 sector
specific Environment and Social Due Diligence (ESDD) checklists; and glossary of terms.

The user guide provides guidance to Risk Managers (RMs) on how to use this auto
generating risk assessment tool. The generic and sector specific checklists contain questions
under three categories - General; Environment, Health & Safety; and Social. Based on the
responses provided to these questions, the tool will generate a quantitative risk rating. A
guidance note is provided for each of the questions to help the RMs in providing their
responses. The technical terms used in the checklist (including guidance notes) are further
defined and explained in the tab called "glossary of terms". For ease of reference, these
terms are shown in italics. For further detailed explanation on all types of E&S risks please
refer to Annexure 10.D of the Environmental and Social Risk Management (ESRM)
Guidelines. The RMs are also advised to use the comments section in the checklist to
provide their comments in accordance to the guidance notes instructions and wherever
necessary.

Step 1 Exclusion List: Please consult the Exclusion list provided below for activities and
services that the Bank/FI will not finance. If your client's business is not in the Exclusion
list please proceed to fill in the generic ESDD checklist OR wherever applicable sector
specific ESDD checklist.

Step 2 ESDD: Please note that the RO needs to fill in ESDD for transactions defined under
section 4 "Applicability of the guideline™ in the ESRM guideline. Choose responses from
the drop down list. Based on the reponses provided, the tool will generate a risk rating
(High, Medium & Low Risk) to determine the overall escalation catogery. Please refer to
the chart below for the escalation matrix. Please use the correct ESDD in accordance with
the industry your client is in. Please use an Industry-specific ESDD

Step 3 ESDD: Please choose an answer for each question from the drop-down list. The
ESDD checklist will then automatically genrate the transaction's overall risk rating.

Answer Interpretation
@) would normally mean that every criteria is met
(b) would mean that criteria has been mostly met and further action underway for rest
(c) would mean that some of the criteria has not been met and no concrete action
identified
(d) would mean “not applicable”




Environmental and Social Risk Assessment - Generic Checklist

Basic Information

Date

Name of Client/Account

Transaction ID

Location

Industry / Sector

Product Manufactured / Traded

Core Market

Name of Relationship Official

Business line (Sub-sector)

DOE Categorisation (Red, Orange A, Orange B, Green)

Transaction Type as Table 1 of Guidelines

Please ensure that there is a record of relevant documents and references in order to support all
responses. In the absence of documentary evidence, the RM needs to obtain verbal

S.NO. Question Answer Comments
General Risks
a) Client has all valid permits AND has not faced
any legal claims or any serious environmental/social
incident in last three years
b) Client does not have all valid permits but has
Acre there any taken definite steps to acquire them in next six
legal issues months AND/OR client has faced legal claims but
1.1 associated with the | has addressed or has definite plan to address all of

client’s E&S
performance?

them

c) Client does not have all valid permits and has not
taken any definite step to acquire them AND/OR
client has faced legal claims and has no definite
plan to address them

d) Not applicable

(p)/(9)/(0)/(e) uondo




Have operations

a) There is no evidence of stakeholder grievances,

ever been affected | negative media or NGO protest O
by local b) There is evidence of stakeholder grievances, =
stakeholder negative media or NGO protest for a particular S
12 grievances, media | operation AND client has taken adequate steps to g
' or non- address the issue =
governmental c) There is evidence of stakeholder grievances, %
organization negative media or NGO protest and client has not =
(NGO) campaigns | taken any step to address the issue =
over E&S issues? | d) Not applicable
Is project site a) No eco-sensitive areas observed
and/or its routing | 1) There are a few eco-sensitive areas AND the o
likely to have client has taken adequate measures to mitigate the | =
L}T(?IZ(;?CZF impact of their operation on the eco-sensitive areas | S
1.3 sensitivity present as per regulations . %
on project site c)_Ther_e are eco-sensitive areas observed and G
and/or within an mitigation measures are not adequate as per =
area of 5 km .regulations and the client may face legal challenge \é
radius surrounding | in future =
project site)? d) Not applicable
. a) Client has robust ESMS, resources both people
hDa?/eesrtgguzlt'/em and pudget to implement. =
adequate b) Ql!ent does not have robust ESMS yet, however =< o
14 Environmental defm_|te steps have been taken to ensure one. % =
and Social c) Client does not have any ESMS, neither are there c S
Management any p_I:_:ms of setting up one. Different ad—ho_c S
system (ESMS)? activities are carried out to manage E&S issues.
d) Not applicable
Environmental Health and Safety Risks
a) There is no evidence of air /noise pollution and/or
all mitigation measures and monitoring systems are
in place O
Is there any b) T_here _is_ evi_dence of air/ noise_ em_ission ANI_D _ _gr.
id f air partial mitigation measure, monitoring systemisin | 5
51 eel\r::j ﬁgicseeo place AND client is a_ddrgssmg or has a definite plan fg\\
' X to address the remaining issues =
pollution due to o . - . 2
. . c) There is evidence of air emission/noise AND =
client’s operation? : o o G
there is no mitigation measure/monitoring system in | <
place AND client has no definite plan to address the | &

issues
d) Not applicable




a) There is no evidence of water pollution and /or
all mitigation measures and monitoring systems are
in place @)
b) There is evidence of water pollution AND partial %
Is there any mitigation measure, monitoring system is in place S
99 evidence of water | AND client is addressing or has a definite plan to @,\‘
' pollution due to address the remaining issues =
client’s operation? | c) There is evidence of water pollution AND there is %
no mitigation measure/monitoring system in place =
AND client has no definite plan to address the &
issues
d) Not applicable
a) There is no evidence of land contamination OR
all mitigation measures and monitoring systems
are in place ®)
Is there any b) There is evidence of land contamination AND =
evidence of land partial mitigation measure, monitoring systemisin | S
23 pollution and lack | place AND client is addressing or has a definite plan | &
' of waste handling | to address the remaining issues =
mechanism inthe | c¢) There is evidence of land contamination AND %
project operation? | there is no mitigation measure/monitoring system in | <
place AND client has no definite plan to address | <
the issues
d) Not applicable
a) Client has a robust disaster management plan to
Are there any combat climatic risks AND client has procedures in
Climate Change place to measure, disclose, set targets and mitigate | o
related risks its GHG emissions =
(flood, drought, b) Client has a disaster management plan but it is S
24 cyclone etc.) and | not robust AND there is evidence that client has S
' opportunities intention to measure, disclose, set targets and =
(GHG emission mitigate its GHG emissions in near future %
reduction) c) No disaster management plan AND no definite =
associated with the | plan to measure, disclose, set targets and mitigate 2
client’s operation? | jts GHG emissions in future
d) Not applicable
Social Risks
a) The client does not have any OHS concern or
Is there any have mitigated them adequately ®
evidence of b) The client has some OHS concern but has taken 5 O
3.1 occupational definite steps to correct them =2
health & safety c) The client has OHS concern in its operation and % S
(OHS) risk? have no plans of correcting them =
d) Not Applicable




a) There is proper working condition and labor
practice AND there is no evidence of poor working
condition or labor practice for which client may face
legal challenge or labor unrest or negative media
coverage or protest from activist

Are the labor and b) The_re are a few evidenges of poor working _ EO+_
working condltlons_ BUT no S|gn|f|9antly poor labor practice | S
i such as child/forced labor is present AND the client | ~
conditions poor . X . . o
3.2 and breaching has a definite p[an to improve the working condition | <
local regulations / to ensure there is no legal challenge or labor unrest %
standards? or negative media coverage or protest from activist e
' in future =
¢) Working condition is very poor AND/OR thereis | —
presence of significantly poor labor practice such as
child labor/forced labor AND client is not
addressing/has no definite plan to address the issues
d) Not applicable
a) Presence of a robust plan for community health &
safety which is developed in consultation with the
local community AND there is no evidence of issues
that may create nuisance/accidents/injuries to local
community in future
b) There is a plan for community health & safety -g
Does the project but it is not robust or it is not developed in =)
pose a threat to consultation with the community AND/OR there are ,:?
3.3 Community a few evidences of issues that may create =
Health, Safety and | nuisance/accidents/injuries to local community )
Security? AND the client intends to address the gaps =
c) Absence of a community health & safety plan =
AND/OR there is evidence of significant issues that |
can create nuisance/accidents/injuries to local
community AND client has no definite plan to
address the gaps
d) Not applicable
a) There is evidence that the client consults /engages
Is there any with the stakeholders including local community, 9
evidence of indigenous people on all relevant issues (such as =3
community rehabilitation, compensation, their expectations as | =,
3.4 ﬁonsﬂltﬁt'ﬁnk‘j’v'th the case may be) £
ir?gllusdailng olders b) There is limited /inadequate consultations with %
indigenous the stakeholde_rs _ &)
people? c) No consultations with the stakeholders =

d) Not applicable

Risk Rating of the Project

High /Medium /Low Risk




Glossary

Below are the definitions provided by the International Labour Organization (ILO) for some of the key terms
with regard to labor practices, used in this check list:

Child labor

Minimum Age Convention, 1973 sets the general minimum age for admission to employment or
work at 15 years (13 for light work) and the minimum age for hazardous work at 18 (16 under
certain strict conditions). It provides for the possibility of initially setting the general minimum
age at 14 (12 for light work) where the economy and educational facilities are insufficiently
developed.

Forced labor

Forced labor is defined as "all work or service which is exacted from any person under the
menace of any penalty and for which the said person has not offered himself voluntarily."

Minimum
Wage

Bangladesh has national minimum wage and industry specific minimum wages. Minimum wage
rates are declared by the Government on an industry basis following recommendations by the
Wages Board. The national minimum wage is 1500 Bangladeshi Taka (BDT) per month. Ready
Made Garment industry, for example, has a minimum wage of 5300 BDT per month.

Discrimination

Discrimination can be defined as any distinction, exclusion or preference made on the basis of
race, colour, sex, religion, political opinion, national extraction or social origin, which has the
effect of nullifying or impairing equality of opportunity or treatment in employment or
occupation.

Brief defibnition of few other terms are given below:

GHG

As per IPCC, Greenhouse Gases (GHGs) are those gaseous constituents of the atmosphere that
absorb and emit radiation at specific wavelengths within the spectrum of infrared radiation.
This process is the fundamental cause of the greenhouse effect. There are six principal GHGs
(carbon dioxide, methane, nitrous oxide, hydrofluorocarbons, perfluorocarbons, and sulphur
hexafluoride)

CITES

CITES (the Convention on International Trade in Endangered Species of Wild Fauna and
Flora) is an international agreement between governments. Its aim is to ensure that
international trade in specimens of wild animals and plants does not threaten their survival.

Unbonded
asbestos

Unbonded asbestos is where the raw mineral is used as lagging or insulation — in this form it is
friable and easily gives off dust. Friable describe any asbestos-containing material that when
dry, can be easily crumbled or pulverized to powder by hand.

Grievance
mechanism

A grievance mechanism is a formal complaint process that can be used by individuals,
workers, communities and/or civil society organisations that are being negatively affected by
certain business activities and operations.

1ISO 14001

The 1SO 14001 Environment Management System (EMS) standard is an internationally
recognised environmental management standard. It is a systematic framework to manage the
immediate and long term environmental impacts of an organisation's products, services and
processes.

SA 8000

SAB8000 is an auditable social certification standard for decent workplaces that encourages
organizations to develop, maintain, and apply socially acceptable practices in the workplace.

OHSAS

Occupational Health and Safety Management Systems (OHSAS 18001) is an internationally
applied British Standard for occupational health and safety management systems. It provides a
framework for organisations to instigate proper and effective management of health & safety
in the workplace.

ILO

The International Labour Organization (ILO) is a United Nations agency dealing with labour
issues, particularly international labour standards, social protection, and work opportunities for
all. It sets labour standards, develops policies and devises programmes promoting decent work
for all women and men.

UNESCO World
Heritage site

A World Heritage Site is a place (such as a building, city, complex, desert, forest, island, lake,
monument, or mountain) that is listed by the United Nations Educational, Scientific and
Cultural Organization (UNESCO) as being of special cultural or physical significance.




Escalation Matrix

Risk . Disbursement
rating Proposing Stage Approval Stage Stage
« ESDD Checklist is to be completed by RO, approved by official(s) of
CRM/IRM in head office/branch and processed as per normal credit process
Low for both existing and new clients
« Ifall (d -Not Applicable) are checked, state reasons why
RO & ESRM  Unit| Escalation Process if CRM/IRM i th
Head of to sign off | official feels the transaction needs ere are -any
jointly for new or| to be escalated: conditions 1o e
existing  clients  with |1 CRM/IRM official will be the | T/ o0 & Part of
proposals to: first point of review aRppliovlsl, re ':
« PROCEED with | 2. If identified risk(s) is unresolved, C'S vianagemen
ESDD  submission |  proceed for review by Sustainable ommittee ,
(despite  (b) being |  Finance Department  and (CRMC) will
: . heck for the
Medium checked) but proper | approval by Country/ Region ¢
justification is to be Head of Credit same before
provided 3. Credit approval can only be disbursing
granted subsequent to resolution
via above steps
4. Time-bound action plan to
mitigate risks may form part of
approval conditions
RO & ESRM Unit | Escalation Process: If there are any
Head to sign off jointly | 1 cRM/IRM official will be the | conditions to be
for new or existing | first point of review fulfilled as part of
clients  with ~ proposals | 5 |f identified risk(s) is unresolved, | @Pproval, - CRMC
to: _ proceed for review by Country/ | Will check for the
- REJECT (with | Region Head of Credit and Head | Same  before
reasons documented | of Sustainable Finance | disbursing
for record); or Department
- PROCEED  with | 3 Al high risk projects are to be
High ESDD  submission | ggcalated to Board/ EC with a
(despite () being| recommendation from Head of
checked) but proper | credit.
justification is t0 be | 4 Credit approval can only be
provided granted subsequent to resolution
via above steps
5. Time-bound action plan to
mitigate risks may form part of
approval conditions




E&S
Risk in Trade - The E&S risks of trade finance are associated with the production of those goods
being traded and vary by industry sector and location. Companies selling to foreign markets are
required to comply with local and international social and environmental regulations and in many
cases also face public scrutiny. Importing and exporting companies are therefore exposed to some
level of reputational risk.
Given the short-term nature of trade finance, a Bank/FI will have limited leverage to manage E&S
risks once it has approved a transaction. However, a Bank/FI can have simple transaction screening
procedures to avoid supporting the trade of products and substances that are subject to bans and
international phase-outs.
Risk in SME - Investments in small and medium enterprises focus on a particular set of clients,
usually defined by annual sales but also by loan amount. Small and medium enterprises have
specific funding needs in terms of their business growth. The monetary cut-off for classifying a
company as a small and medium enterprise generally varies greatly by country, by market, and by
Bank/FlI.
Although less complex than for large corporate and project investments, the E&S issues associated
with small and medium enterprises can be quite significant and are primarily related to worker
health and safety and pollution. These E&S issues may not be closely monitored and the risks will
vary depending on company size and its capacity to manage E&S risks, as well as by industry
sector, and location.
Bank/Fls that lend or invest in small and medium enterprises generally try to develop long-term
relationships, which may further expose lenders/investors to E&S issues associated with the
enterprise, posing financial and liability risks. Due to the visibility of small and medium enterprises
in a community, reputational risk is also a factor.
Risk in Retail - E&S issues associated with retail transactions that target individuals are generally
non-existent, although there may be concerns associated with mortgage finance and potentially certain
investment options that may involve controversial or high-risk projects/companies.
There is usually no credit, liability or reputational risks due to E&S issues for Bank/Fls involved in
retail banking. However, in some cases, there may be concerns with corporate accounts that are
linked to companies or individuals whose activities are viewed as harmful, such as arms
manufacturing, money laundering, and terrorism, which may represent a legal and reputational risk
to the Bank/FlI.
Risk in Microfinance - These transactions are typically of smaller amounts and shorter tenure than
corporate loans and target small business owners or commercial clients whose operations are
generally small.
The E&S risks associated with microfinance are typically low partly due to the small size of the
operation and the industry sector. However, in some cases clients may be involved with handling
dangerous substances such as pesticides that can pose health or environmental risks, but frequently
they lack the necessary E&S management capacity to do so safely.
Although at the individual transaction level the E&S risks associated with microfinance are low,
given the smaller size and shorter tenure of transactions, there are credit or liability risks for the
microfinance institution in cases where E&S issues, such as an accident, affect a micro-




entrepreneur’s ability to repay a loan. Microfinance institutions often consider the E&S impacts
associated with their transactions in the context of the developmental role they play in their
communities and are therefore concerned with reputational risks. In addition, many see the
promotion of good E&S practices as part of their role in the community.

Risk in Corporate Finance - Loans (debt) can be used by the commercial operation to finance a
specific aspect of the operation, such as the purchase of equipment, or for renovation/expansion of
the operation. Equity investments in a commercial operation provide operating capital for an
operation in exchange for shares (equity) in the company/project.

The E&S risks associated with a corporate transaction will vary greatly and can be significant as a
function of the operation’s industry sector, size, location, and company commitment and capacity to
managing E&S risks. E&S risks will be more significant for medium and high-risk industry sectors
and large-scale operations such as mining, oil and gas, and heavy manufacturing, which may result
in loss of life, health impacts, and water contamination, among others, if not managed properly. For
low-risk industry sectors such as retail operations and other services, the E&S risks will usually be
low and mainly related to labour standards and life and fire safety, which can readily be addressed.
Regardless of the industry sector, there may also be E&S risks, especially related to labour and
working conditions, in the supply chain of raw materials and goods.

E&S issues may threaten the financial and operational viability of a commercial operation. For a
commercial operation, the source of repayment of a loan or payment of dividends on an investment is
from the operation itself, backed by its entire balance sheet, rather than a specific asset. A corporate
transaction exposes a Bank/Fl to the entire commercial operation of the client’s company, which
presents a liability, reputational, and credit risk. When a loan is backed by a specific asset as
collateral, the liability risk for the Bank/FI may be increased if there are associated E&S issues.

Risk in Project Finance - The financing is usually secured by the project assets such that the
Bank/FI providing the funds will assume control of the project if the sponsor has difficulties
complying with the terms of the transaction.

Project finance is generally used for large, complex and sizable operations, such as roads, oil and
gas explorations, dams, and power plants. Due to their complexity, size, and location, these projects
often have challenging E&S issues, which may include involuntary resettlement, loss of
biodiversity, impacts on indigenous and/or local communities, and worker safety, pollution,
contamination, and others. Because these projects generally face high scrutiny from regulators, civil
society, and financiers, the project’s sponsoring companies allocate more resources to managing
E&S risks.

If not managed properly, the E&S risks can result in disrupting or halting project operations and
lead to legal complications and reputational impacts that threaten the overall success of the project.
Because anticipated project cash flows typically generate the necessary resources to repay the loan,
any disruption to the project itself, regardless of the financial standing of the sponsoring companies
involved, poses a direct financial risk to the Bank/FlI.



(Memorandum of Understanding/2017) ()

““‘a requirement that all new loans/enhancement with outstanding principal balance over Tk 2 crore,
be signed off by the Chief Internal Auditor, certifying that they comply with the Bank Company Act,
1991 (amended up to 2013), prudential regulations of Bangladesh Bank, credit policy of Bank,
customer identification requirements and other relevant laws and regulations.”

() /

@ - )
Head of Internal Control & Compliance Borrower Identification, CRG & CIB

(2) :
( ) Head of Internal
Control & Compliance ;
(3) / :

Memorandum of Understanding (MoU)
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()
/ ]
() / ’
/ ( )
(Common):
( )
(Board Resolution)
( )
, e-TIN
(6C)
(Character),
(Capacity),
(Capital),
(Collateral),
(Condition),
(Common Sense)
10B
(Income Tax Return)
( ) :
(RISC)
0 -1X: (Consent of Directors to Act)
0 -X: (List of personal consenting to be directors)
0 S UE (Particulars of Directors)
0 -XV: (Return of Allotment)
0 -117: (Transfer of Share)
0 -X: (List of Shareholders)
Chartered Accountants (
(Audited Financial Statement) ( )
) ( ) - ) ( ) ) ( )

( )



() / / \
()
Stock Exchange
( )
( )
(
Letter of Disclaimer /
/ , ,’ : \ )
)
( )
( ©)
( )
( )

IRC/ERC, VAT Registration Certificate, E-TIN Certificate
( )

BOI/ Authority ( )

%



(Project Loan):

/

Statement

( )
(EPZ)

/ Authority
NRB

(BNB Code)

/

Project Loan

)

Bonded were house License

(ACI Code)

Factor






(Corrective Action Plan)

Bank/FI staff may develop a corrective action plan with a timeframe for the client to implement
appropriate mitigation measures to comply with the Bank/FI's E&S requirements.

Depending on the nature of E&S risks associated with a client’s operations, Bank/Fl staff may
develop a corrective action plan with a timeframe for the client to implement appropriate mitigation
measures to comply with its E&S requirements. The purpose of a corrective action plan is to
mitigate potential E&S risks in the context of a transaction to an acceptable level for the Bank/FI.
Bank/FI staff should tailor the scope of a corrective action plan to each client according to the
specific risks identified during the E&S due diligence process or during subsequent transaction
monitoring. Corrective action plans range from simple mitigation measures to detailed management
plans with actions that can be measured quantitatively or qualitatively. The corrective action plan
should include a description of the specific mitigation actions to be taken by the client, a timeframe for
implementation and a reporting requirement to inform the Bank/FI on the status of completion. Bank/FI
staff will need to discuss the corrective action plan with the client and agree on its scope and
timeframe for completion. If the corrective action plan is developed as part of the transaction
appraisal process, it should be included in the legal agreement. The timeframe for implementation of
specific mitigation measures will vary according to the E&S risk and may range from being a
condition of transaction approval to a reasonable timeframe from disbursement or when E&S issues
were identified during transaction monitoring.

The following template can be used for documenting the corrective action plan agreed with the
client. The template also contains few examples for guidance.



Table-1: Corrective Action Plan template with examples

Corrective Actions Time Action completion indicator Responsibility
Area of E&S required frame (Client staff, Cost
SEMEELT) &6 management | involved
identified
or board)
through ESDD
Installation of Effluent
Action plan may Treatment Plant (ETP). The ETP
include: should be operational and the
Removal and qualitative parameters of treated
Evidence of | treatment of effluent should be within limits
land  pollution | contaminated  ground 5 The discharge of treated
. soil Board
due to discharge months| effluent should be through the
of untreated Construction  of constructed discharge system and
effluent sewage system for no other modes of discharge and
industrial wastewater leakages
Construction  of Qualitative ~ parameters  of
wastewater  treatment treated contaminated ground soil
Well established grievance
Absence of Establish a grievance 3 redressal mechanism which is Board
grievance redressal mechanism  |months| appropriately communicated to the
redressal external stakeholders
Displacement Restoration  of
. Management
community structure
for common benefits 3
months
Loss of trees, | Compensating for .
. p g Plantation of trees Management
crops, perennials | standing crops and 1 year

trees




(Monitoring Checklist):

SI. No.

Question /lIssues to check

Response

Project Summary Information

1 Reporting period covered by this supervision report
) Specification of project stage (design, construction, operation or
closure stage)
Key developments and any major changes in project location and
3 design, if any from the time of loan disbursement or from the last

supervision period.

General Information

Status of implementation of covenants/corrective action plan. Is it in

line with  the agreed timeframe? (i.e.,if all covenants are
implemented or partially implemented or not implemented or
delayed implementation).

If partially implemented or not implemented or delayed

implementation, RO to please mention the reason in the response
column along with a timeline for completion of implementation as
committed by the client during supervision.

EHS Management

If there was any incidence of accidents,
explosionetc. during the reporting period.

If yes, what was the scale of damage (e.g. if there was any fatality,
monetary loss etc.)?

What was the action taken in response to the incident?

spills, leakages,

If there were any recent fines or penalties issued by the regulatory
body.

If yes, RO to please mention the nature of violation, amount of
fine/penalty paid, action taken by the client to address the issue to
avoid any such fine/penalty in future.

If there was any health & safety incident.
If yes, what was the extent of injury — minor, major or fatal?
What was the action taken in response to the incident?

If there are any new E&S risks or adverse impacts observed due to
client’s operation.

RO to please mention the types of new E&S risks, the reason for
such new E&S risks, mitigation measures undertaken by the client to
address the E&S risks.

Permits an

d Compliance Certificates

All the required permits, licenses and clearances in place.

RO to please mention the issuance dates and duration of validity of




SI. No. Question /lIssues to check Response
all such permits, licenses and clearances.
Other international management systems (for e.g. ISO 14000,

10 OHSAS 18001, SA8000) followed by the client and if they have
valid certifications for those management systems?

Grievance Redressal
If there have been any recent complaints, grievance or protest
received from local communities.

11 . . .
If yes, RO to please specify the nature of grievances; actions taken
by the client to resolve grievances and if there any outstanding issues
and measures proposed by the client to resolve them.
If there were concerns raised during the stakeholder consultations
carried out by the client during the reporting period.

12

If yes, what was the approach undertaken by the client to address
those concerns?

Other Information

13

Any other information pertaining to environmental matters,
management approach, community, media or NGO coverage that
need to be mentioned.

If there are any environment friendly initiatives, energy saving
equipment etc. that might be relevant for the Bank/FlI.




ESMS (Developing an ESMS)

Developing an ESMS requires senior management support and needs to be integrated
with the Bank/Fl's existing risk management framework. Developing an ESMS is most effective
and efficient if it is supported by senior management and integrated with the Bank/FI’s existing
risk management framework. A Bank/FI can initiate the process for developing an ESMS by
establishing a Working Group.

An ESMS includes a policy, a set of procedures to identify, access and manage E&S risks in
financial transactions and internal capacity of staff responsible for E&S management and
investments.

It should be designed to manage the level of E&S risk that the Bank/FI is exposed to through its
portfolio, both in terms of the industry sector of its clients and the type of financial transactions.
The management of these risks should be tailored to the organizational needs of each Bank/Fl,
which are different for banking institutions, leasing companies, microfinance institutions, and
private equity funds.

ESMS Template
An ESMS is anchored in a banks/FIs environmental and social policy and depends on the
environmental and social management capacity of its staff and, as applicable, external experts. The
ESMS includes the banks/FIs environmental and social policy and designated roles and
responsibilities of its staff. It is implemented through a set of procedures for:

e Screening transactions,

e Categorizing transactions based on their environmental and social risk,

e Conducting environmental and social due diligence,

e Decision-making process,

¢ Monitoring the client’s environmental and social performance, and

e Managing a client’s non-compliance with the banks/Fls environmental and social

standards.
The procedures outlined in the ESMS should be applied to each transaction as part of a banks/Fls
overall risk management framework. For each transaction, this also requires a bank/FI to formally
document its environmental and social review as part of its record-keeping process, consider
environmental and social findings during the decision-making process, and incorporate
environmental and social requirements such as a corrective action plan as clauses in legal
agreements with clients.
To ensure the effective implementation of the ESMS across operations, the bank/FI needs to allocate
the necessary resources for internal communication and training.
As part of its commitment to good corporate practices, a bank/FI can periodically report on the
environmental and social performance of transactions and measures taken to reduce overall
exposure to environmental and social risk.
A standard ESMS template is provided below for the guidance which can be customized as per
organization’s requirements.



1. Background

This Environmental & Social Management System (ESMS) details the policy, procedures and
workflow that will be followed for investments made by (“the Company”) under the management
and administration of (“the Environmental Coordinator (or other designated officer)”

2. Environmental & Social Management System
2.1. Policy
The Company continually endeavors to ensure effective Environmental & Social management
practices in all its activities, products and services with a special focus on the following:
e Ensuring that all activities undertaken by the Company are consistent with the Applicable
Requirements outlined later in this document
e Ensuring that all projects are reviewed against the Applicable Requirements
e Financing projects only when they are expected to be designed, built operated and
maintained in a manner consistent with the Applicable Requirements
e Making best efforts to ensure that all projects are operated in compliance with the
Applicable requirements on an ongoing basis, during the currency of the Company’s
financing
e Ensuring transparency in its activities
e Ensuring that the management and the shareholders of the client companies understand the
policy commitments made by the Company in this area.

This Policy will be communicated to all staff and operational employees of the Company. Signed Effective Date

2.2.  Applicable Requirements
The Company will ensure that all projects are reviewed and evaluated against the following
Environmental & Social requirements
e The Exclusion List for all projects
e The applicable national laws on environment, health, safety and social issues and any
standards established therein
e The IFC Performance Standards

2.3. Procedures

o At an initial stage of inquiry, the Environmental Coordinator (or other
designated officer) will apply Exclusion List to the project. If the project involves an excluded
activity, the prospective client will be so informed, and further consideration of financing for
the project will be terminated. Otherwise, the Environmental coordinator will indicate the
Applicable Requirements for the project.

e When the Environmental Coordinator (or other designated officer) indicates that the
project does not involve an excluded activity, the prospective client will be informed that the
Company will undertake (if required) an Environmental & Social Due Diligence (ESDD) as
part of the appraisal process.



2.4.

e The Environmental Coordinator or other designated officer will undertake (or appoint a
consultant to undertake) an ESDD. Depending on the complexity of the project, the ESDD
can be a desk review, based on a credit officer’s site visit or require a full scale review
conducted by a technically qualified person or consultant.
e The client company must be able to demonstrate compliance to the  Applicable
Requirements. Demonstration of compliance must be to the Environmental Coordinator (or
other designated officer)’s satisfaction, although the opinion of third parties such as regulatory
agencies can be sought. Where compliance cannot be demonstrated, a Corrective Action Plan
must be agreed to in order for the investment to proceed. The plan must specify all of the
necessary actions to bring a project into compliance. A target completion date for each
specified action must also be agreed.
e Prospective clients must provide all requested information and Environmental Coordinator
(or other designated officer) must have concluded that the Project is expected to meet the
Applicable Requirements (with Corrective Action if required) prior to the Company’s
decision to make an investment.
e Environmental and Social performance will be evaluated on an annual basis, including
status of implementation of the Corrective Action. The benchmark for performance will be
the ongoing compliance against the Applicable Requirements. Performance evaluation will be
undertaken by:
a) The Company’s client companies, who will provide annual reports to the
Environmental Coordinator (or other designated officer), who may follow up as required
with further queries or site visits; and
b) The Environmental Coordinator (or other designated officer), who will provide
Performance Reports to the Management, to be prepared on the basis of the Client annual
reports provided to the Environmental Coordinator (or other designated officer) and the
ESDD and supervision conducted.
e All investment agreements will contain appropriate environmental representations,
warranties, and covenants requiring that projects are in compliance in all material respects
with host country environmental, health, safety and social requirements embodied by state
general laws and implementing agencies and conducted in accordance with any Applicable
Requirements.

Organization and Responsibilities
e [FIRST AND LAST NAME] is the Environmental Manager. The Environmental Manager
will have oversight for environmental and social issues, will ensure resources are made
available for environmental management, and will sign the Company’s annual environmental
performance report.
e The Environmental Coordinator is [FIRST AND LAST NAME].
e The responsibilities of the Environmental Coordinator include:
a) During due diligence, the evaluation of environmental compliance of a target client
company with Applicable Requirements;
b) Supervising projects in the portfolio against on-going compliance with the
Applicable Requirements.
C) The preparation of an annual environmental performance report, based on the annual
performance report prepared by the client companies.



e The Environmental Coordinator will ensure that these procedures are implemented for
each project, and that records of environmental reviews are maintained.

e The Environmental Coordinator (or other designated officer) will ensure that all
investment decisions are supported by appropriate due diligence documentation (including,
but not limited to, an environmental section in each final Investment Memorandum).

e Legal Counsel will ensure that appropriate environmental representations, warranties, and
covenants are incorporated in each stock purchase agreement.

2.5. Resources and Capabilities
e The Environmental Manager will work with management to ensure that adequate
Company resources have been committed to allow for the effective implementation of the
environmental policy and procedures of the Company.
e The Environmental Coordinator (or other designated officer) will need to be technical
qualified to be able to carry out the due diligence or review work carried out by a consultant.
e The Environmental Coordinator will maintain a file of qualified environmental consultants
who can be called upon to assist in conducting environmental reviews.

2.6.  Records to be maintained
e Environnemental& Social Due diligence (ESDD) - This is the record of the Company’s
E&S review of a project at the time of considering of the project for investment and forms
o E&S Supervision records for projects being supervised
e Reports to be provided to Company management

3. Annexure
3.1. Exclusion List

4. IFC performance Standards
(Available at the IFC Website)

5. Carrying out the Environmental & Social Due Diligence (ESDD)
An ESDD is the record of the Company’s review of a project at the time of appraisal that ensures
that a project is meeting and is expected to continue to meet the Applicable Performance
Requirements. An ESDD is based on all or some of the following:
e Review of information in the public domain to check for any social and/or environmental
controversies/news related to the project
Review of project and environmental and social documents of the project
Discussions with the Project Officials
Site visit and discussions there
e Some technical/and E&S knowledge will be required along with knowledge of the
technical issues in the project’s industrial sector and may require the use of an external
consultant if the project is large and complex. Industry sector-wise E&S information in
available at the following locations
— World Bank Pollution Prevention and Abatement Handbook
— IFC Sector guidelines




6. Suggested ESDD report outline
Cover issues as applicable

. Background: Project Description, Site and Environment Setting, Land requirement,

o Compliance with Applicable Requirements: Exclusion list, National Regulatory
requirements, (Performance Standards if required)

. Environment Issues: Air Pollution, Water Pollution, Solid and Hazardous Wastes, Noise,
Site Health and Safety, Chemical Hazards and Emergency Management,

. Resources Utilization : Water, Construction material, Other

. Sensitive Receptors: Local Human settlements, Local Ecologically sensitive areas, Sites of
cultural importance

. Social Issues: Land Acquisition, Rehabilitation and Resettlement, Indigenous Peoples,
Impact on local livelihood, Public Opinion and Consultation

. Labor Relations: No Child or forced labor, Compliance with national labor laws

o Project consultation and local Disclosure

. Other project specific issues

. Environnent Management /Corrective Action Plan

. Summary and Recommendations

. Financing Covenants/Conditions



(List of Relevant National Regulations and International Treaties)

Key E&S Areas

Relevant local regulation

Relevant international
treaties and conventions
for which Bangladesh is a
signatory

Assessment and
management of E&S
risks and impacts

National Environmental Policy,
1992
Environment  Pollution  Control

Ordinance, 1977
Environmental Quality Standards
for Bangladesh, 1991

National Environment
Management Action Plan
(NEMAP), 1995

Environment Conservation Act,

1995 and amended in 2002
Environment Conservation Rules,
1997 and amended in 2003
EIA Guidelines For Industry, 1997

Management of labour
related issues such as
recruitment, wages,
occupational health and
safety and others

Labour Policy 2012
Bangladesh Labour Act, 2006

Labour Welfare Foundation law
2006

Bangladesh Labour
(Amended)Law, 2013

Labour Relations under Labour
Laws, 1996

National Child Labour Elimination
Policy, 2010

Bangladesh Factory Act, 1965
Bangladesh Factory Rules, 1979
OSH Policy, 2011

The Employees State Insurance
Act, 1948

The Employer’s Liability Act,
1938

Maternity Benefit Act, 1950
Workmen's  Compensation  Act,
1923

The Employment of Children Act,
1938
Bangladesh Industrial Act 1974

Occupational Hazards
Due to Air Pollution,
Noise and Vibration

(Geneva), 1977
Prevention and Control
of Occupational Hazards
(Geneva), 1974
Occupational Safety and

Health in  Working
Environment  (Geneva),
1981

Occupational Health

Services (Geneva), 1985

Resource efficiency
and pollution
prevention

The Environment Pollution
Control Ordinance, 1977

National 3-R Strategy, 2010 (3R:
Reduce, Reuse and Recycle)

Ship-Breaking and  Hazardous

International Convention
on Climate  Change
(Kyoto Protocol), 1997

UN Framework
Convention on Climate




Key E&S Areas

Relevant local regulation

Relevant international
treaties and conventions
for which Bangladesh is a
signatory

Waste Management Rules, 2010

Biomedical Waste Management
Rules, 2008
Draft National Solid Waste

Management Rules, 2010
Draft National River Conservation
Act, 2011

e International

Change (New York),
1992

Convention
on Civil Liability for Oil

Pollution Damage
(Brussels), 1969
e Convention on oil

Pollution (London), 1990

e UN Convention on the

Law of the Sea
(Montague Bay), 1982

Community health,
safety and security

Disaster Management Act, 2012
Public Health Emergency
Provisions Ordinance, 1994

Biomedical Waste Management
Rules, 2008

Climate Change Act, 2010

Draft National Solid Waste
Management Rules, 2010

National Plan for  Disaster

Management 2010-2015

Sound Pollution Law, 2006

Ship Breaking and Hazardous
Waste Management Rules, 2010
Water Supply and Sewerage
Authority Ordinance, 1963

Noise Control Rules

National Health Policy, 2011

e International

e UN

e Civil

Convention
on Climate  Change
(Kyoto Protocol), 1997

Framework
Convention on Climate

Change (New  York),
1992
e International Convention

on Civil Liability for Oil
Pollution Damage
(Brussels), 1969

Liability on
Transport of Dangerous
Goods (Geneva), 1989

Land acquisition and
Involuntary resettlement

National Land Use Policy

The Land Acquisition Act, 1894
The Acquisition and Requisition
of Immovable Property Ordinance,
1982

Biodiversity
conservation and
sustainable
management of living
natural resources

National Biodiversity  Strategy
and Action plan (2004)
Bangladesh Wildlife
Conservation and Security Act,
2012

Bangladesh Wild Life
(Preservation) Act, 1974

Bio Safety Rules, 2012

Forest (Amendment) Act, 2012
Forest Policy, 1994

Social Forestry Rules, 2004
National Forest Policy and Forest

¢ Protocol on Biological
Safety (Cartagena
Protocol), 2000

e UN Framework

Convention on Climate
Change (New York), 1992

e International Plant
Protection Convention
(Rome), 1951

e International  Convention
on Climate Change
(Kyoto Protocol), 1997

e Convention Relative to




Key E&S Areas

Relevant local regulation

Relevant international
treaties and conventions
for which Bangladesh is a

signatory

Sector Review (1994,2005)

Draft Tree Conservation Act,
2012

The Private Forests Ordinance
Act, 1959

Forest Transit Rule, 2011

Climate Change Act, 2010

Deer Rearing Policy, 2009

The Protection and Conservation
of Fish Act 1950

Draft Wetland Policy, 1998

The Protection and Conservation
of Fish Rules (1985)

The Protection and Conservation
of Fish Act, 1950

National Conservation Strategy,
1992

Private Fisheries Protection Act
1889

Marine Fisheries ordinance 1983
Revised National Conservation
Act, 2010

the Preservation of Fauna
and Flora in Their Natural
State (London), 1933

e International  Convention
for the Protection of Birds
(Paris), 1950

e Convention on Wetlands
of International
Importance Especially as
Waterfowl Habitat
(Ramsar), 1971

e Convention on The
Conservation of
Migratory Species of Wild
Animals (Bonn), 1979

e Convention on Biological
Diversity (Rio de Janeiro),
1992

e Convention on
International  Trade in
Endangered  Species of
Wild Fauna and Flora

e UN Convention on The

Law of The Sea

(Montague Bay), 1982

Indigenous peoples

Social Forestry Rules, 2004

The Acquisition and Requisition
of Immovable Property Ordinance
1982

The Land Acquisition Act, 1894

Cultural heritage

The Antiquities Act, 1968

e World
Natural
1972

Cultural and
Heritage (Paris),




Focal Point

Fallback Person

Focal Point




