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About ERM: Sustainability is our business

5
Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam

We are the world’s largest pure 
play sustainability consultancy
Founded in 1971, we are the largest advisory 
firm in the world focusing solely on 
sustainability, offering unparalleled depth and 
breadth of expertise.

70% of
Fortune 100

We partner with…

55%
Fortune 500

of

Sustainability service 
provider 
– HFS 2022

– Verdantix Green Quadrant 2022

“The end-to-end provider of 
ESG and sustainability 
consulting services” 

We shape a sustainable future with the 
world’s leading organizations

Our purpose guides everything we do. We create a 
better future by helping the world’s biggest brands 
address today’s sustainability imperatives.

We are the recognised market 
leader in sustainability services  

Numerous industry benchmarks attest to our 
market leadership and the majority of our work is 
sole-sourced, reflecting trusted partnerships we 
build with our clients.

7,000+
professionals

20,000+
Projects 
every year

170
Offices

39
Countries & 
territories

Years of 
experience
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ERM in Asia Pacific
An unrivalled regional footprint

6
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New Plymouth

Beijing
• Seoul

• Shanghai

Taipei
• Guangzhou

• Ho Chi Minh City

• Jakarta

• Singapore

• Kuala Lumpur

• Bangkok

• New Delhi

• Kolkata

• Ahmedabad

• Mumbai

• Bangalore

Perth

Brisbane

Newcastle

Melbourne
Canberra

Sydney

• Hong Kong

• Brunei

• Yokohama
• Osaka

Adelaide

• Hanoi

Service Lines and Subject Matter Expertise at Glance
We co-develop meaningful, actionable net zero goals and strategy, empower M&A, ESG 
and capital projects with due diligence, provide the know-how for TCFD disclosures, 
enhance safety and operational performance, retire and decommission assets seamlessly

• Manila (coming)
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Session Speakers and Agenda

7

ESG and Sustainability: 
The New Normal – Implications for 
Banks and Financial Sector (BFIs)

BFIs Navigating ESG and
Sustainability

E&S Risk Management: The Brass Tacks

From Strategy to Action

Rutuja Tendolkar
Partner
ERM South and South-east Asia

Hai Pham
Consulting Director
ERM Vietnam

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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www.erm.com

ESG and 
Sustainability: The 
New Normal
• Implications for Banks and Financial 

Institutions
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SUSTAINABILITY OVER THE YEARS

Activist Era Investor Era Integration Era

Air and Water Act

Environmental
Protection 
Regulation

Regulatory 
compliance

International 
conventions

COP/Paris

NGOs

Public protests 
vs. capital 
projects

Corporate 
Social 

Responsibility

Shareholder 
resolutions

Fears of stranded 
assets

Customer demands 
for different products 

(e.g. renewables, 
plastics)

Managing longer-term 
business risks and 

opportunities

Demonstrating strategic 
performance progress that is 

technically robust

Pandemic recovery

1970s/90s

Regulatory Era

2000s

Policy Era

2010s 2015 - 2019 Today

9

Transformation Era

Tomorrow

Portfolio shifts – new 
business models and assets

‘Low Carbon’ as a business

Carbon as a fiduciary 
accountability

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Key Recent Events that Have Influenced ESG 
and Sustainability

10

COVID -19

RUSSIA’S INVASION OF UKRAINE

EXTREME WEATHER AROUND THE WORLD

SIXTH ASSESSMENT 
REPORT 
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Top 10 Global Risks

11
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Implications for the Finance Sector

12

Type the Code: 85 75 89 4
and answer the questions

Result: https://www.mentimeter.com/app/presentation/alabs1e18q64ywye12dq5nm2eb8yt3mf

https://www.mentimeter.com/app/presentation/alabs1e18q64ywye12dq5nm2eb8yt3mf
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From Global Risks to their Manifestation in the 
Bank’s Portfolio

13

To Finance or Not to Finance Return or Risk?

The law catches up Reputation… reputation… reputation
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For the Financial Sector: “Embedding ESG future 
proofs portfolios”

14
14

SDGs present a $12 
trillion and 380 million 
jobs opportunity – ESG 
at the heart of the 
investment thesis!

Which ones 
are  

priorities 
for your 
client?

THE DECADE OF ACTION REPRESENTS OPPORTUNITIES 

INCREASING REGULATION AND OVERSIGHT

THERE IS HERD IMMUNITY AMONG ESG INVESTORS

ESG-FOCUSED STOCKS & BONDS CONTINUE TO OUTPERFORM PEERS IN 2020**
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Government Climate Policies could lead to more 
financing need in the ASEAN

15
15

15

Note: National Grand Energy Strategy (GSEN), Power Development Plan (PDP)

COP 27: A new funding arrangement on loss and damage 
– vital progress towards channeling financial support to 
vulnerable communities that are suffering devastating 

impacts from climate change

ADB estimates that ASEAN needs $210 billion per year until 
2030 for investment in climate resilience infrastructure, with 
an annual gap estimated at $102 billion
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Navigating ESG and 
Sustainability

• Trends in Risk and Opportunity 
Management for the Financial 
Sector
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Sustainable Finance: What, Why and How?

Why:
§ Beyond compliance towards a forward-looking approach
§ Maintain position in markets with more stringent requirements
§ Longer-term performance-oriented
§ Multi-disciplinary risk and reputation management
§ New business opportunities and retaining/ expanding client base

How:
§ Mainstreaming conformance to the intent, objectives and 

principles of international standards by developing ESG 
framework to avoid green/social washing and offering suitable 
products

What:
§ Sustainable Finance is the process of taking due account of 

environmental, social and governance considerations when making 
investment decisions in the financial sector, leading to increased 
longer-term investments into sustainable economic activities and 
projects (European Commission)
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March of ESG and Sustainability Initiatives

18

2010 2014 2019

20172016

2015

2011

2005 2020 2021

2018

2003 2004

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Key Trends in E&S Risk Management

19

Example prohibited activities

X Modern slavery and child labour
X World heritage sites
X Coal
X Arctic
X Illegal logging
X Uncontrolled fire
X Illegal wildlife trafficking, animal welfare and fur
X Defence / controversial weapons
X Ship recycling
X Tobacco

§ Broadening coverage of different product types and 
advisory services

§ Expanding definitions of:
ü Prohibited activities
ü ‘Sensitive’ sectors, activities, regions

§ Balancing of environmental to social issues

§ Building out E&S risk management

§ Shifting from transactional to relationship

§ Building on risk management to develop sustainable 
finance products and portfolios

§ Enhancing integration, governance and involving 
different 1st and 2nd line desks

Example sensitive sectors, activities, regions

? O&G – unconventional, upstream
? Power - large hydro, nuclear,
? Soft commodities - palm oil, soy, timber
? Internationally recognised / protected areas / 
critical habitats
? Indigenous peoples

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Risk Management Strategies

Risk Adjusted Return
Investment and lending should 

consider E&S in the reasonable 
adjustment of risk when assessing 

returns 

Investing and Lending 
Decision
Enhanced investments and lending 
decision-making 

ESG

Environment

• Transition risk and opportunity
• Physical risk
• Net zero science-based targets
• Protecting natural areas / 

biodiversity
• Deforestation
• Biodiversity impacts & 

dependencies
• Air / water / ground pollution

Social

• Modern slavery / child labour
• Labour and working conditions
• Worker / community health & 

safety
• Minority / vulnerable groups
• Indigenous peoples
• Resettlement and 

livelihood restoration
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Insights from regulators in Asia

Source: ADB Institute - The Role of Central Banks in Scaling up Sustainable Finance: What do Monetary Authorities in Asia and the 
Pacific think?

Ø A clear majority of central banks (16 out of 18, or
89%) agree that low-carbon finance has become an
important area of focus, particularly since the
ratification of the Paris Agreement

Ø One-third of the responding institutions have
already issued policy statements on climate change
and green finance

Ø Almost all central banks (94%) believe that they
should play a role in helping to encourage low-carbon
financing initiatives and green finance, such as green
bonds
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Vietnam ESG Landscape

Vietnam has updated its National Determined
Contribution after 5 years, committed of decreasing
green house gas emissions by 9% (equivalent to
83.9 million tonnes of CO2eq) relying solely on
domestic resources or by 27% (equivalent to 250.8
million tonnes of CO2eq) with international support
through bilateral and multilateral cooperation and
mechanisms under the Paris Agreement, by 2030
compared to the 2014 base-year.

At COP 26, Vietnam made a commitment to stop deforestation by 2030 and phase out coal-fired power generation 
by 2040
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Increasing regulation and voluntary initiatives
• Create A low-carbon economy - Vietnam’s ‘Green Growth Strategy’ (2012) 

• Proactive response to natural disasters, ensuring food and water security in the context of 
climate change, sustainable development of forests and conservation of biodiversity, 
increase investment efficiency for climate change - Decision No. 1055/QD-TTg (2020) 
on National Climate Change Adaptation Plan for the period of 2021 – 2030, vision to 2050

• Circular Economy, Ban on single use plastic, & Extended Producer Responsibility.
Sustainable consumption and production in Vietnam, enhancing sustainable lifestyles and 
improving the quality of people's lives towards a circular economy - National Green Growth 
Strategy period 2021-2030, vision to 2050 (2021), National Action Plan on Sustainable 
Consumption and Production 2021-2030 (2020)

• Sustainability reporting requirements - Circular No. 96/2020/TT-BTC  

• Guidelines on environmental risk management for financial institutes operated in 
Vietnam - Circular No. 17/2022/TT-NHNN

https://www.fao.org/faolex/results/details/en/c/LEX-FAOC119146/
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=Vietnam%20Issues%20Green%20Growth%20Strategy%202021-2030%20Vision%20to%202050%20_Hanoi_Vietnam_11-02-2021.pdf
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=Vietnam%20Issues%20Green%20Growth%20Strategy%202021-2030%20Vision%20to%202050%20_Hanoi_Vietnam_11-02-2021.pdf
https://wedocs.unep.org/handle/20.500.11822/37489;jsessionid=9AA857EE53F8CF7B3233ABA7A94DF908
https://wedocs.unep.org/handle/20.500.11822/37489;jsessionid=9AA857EE53F8CF7B3233ABA7A94DF908
https://luatvietnam.vn/tai-chinh/thong-tu-96-2020-tt-btc-huong-dan-cong-bo-thong-tin-tren-thi-truong-chung-khoan-195028-d1.html
https://luatvietnam.vn/tai-chinh/thong-tu-17-2022-tt-nhnn-ngan-hang-nha-nuoc-viet-nam-239592-d1.html
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Regulatory Expectations from Banks in Vietnam
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Increased Pressure from Initiatives and 
Sustainable Finance

In 2017, HOSE introduced VN Sustainability Index
(VNSI) - to provide investors and enterprises with a
benchmark on sustainable development in the securities
market.

Vietnam Just Energy Transition Partnership Agreement
Vietnam landed an agreement on Just Energy Transition 
Partnership. To unpack the US$15.5B in next 3 – 5 years, 
aside from green grants, loans agreement, the issuance of 
green bonds will potentially pick up

https://mof.gov.vn/webcenter/portal/vclvcstc/pages_r/l/chi-tiet-tin?dDocName=MOFUCM209664
https://mof.gov.vn/webcenter/portal/vclvcstc/pages_r/l/chi-tiet-tin?dDocName=MOFUCM209664
https://www.gov.uk/government/publications/vietnams-just-energy-transition-partnership-political-declaration
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Examples of Increasing Sustainable Finance

26
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Becoming ESG Strong

International markets

Local markets

Your clients

International markets

Local markets

Your bank

Environmental, Social, Governance Topics 

Regulatory and other stakeholder requirements / expectations
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From Strategy to 
Action
• Recommendations for BFIs
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E&S Integration Maturity Curve

C O M P L I A N C E

Integrated

• Sustainability is embedded in corporate-wide 
strategy, purpose, & business model 

• ESG and climate risks (and opportunities) are 
seen as drivers for business transformation and 
value creation

• Chief ESG Officer at the EC level; sustainability 
governed at board level; compensation tied to 
sustainability performanceCompliance

• Reactive, focused on regulatory 
drivers

• Ad hoc philanthropy initiatives 

• Minimum ESG ‘to tick the box’

Beyond Compliance

• Ad hoc initiatives around priority focus areas

• Adherence to international standards and good 
practices beyond local regulations / standards

• ESG policy in place; regular ESG disclosure 

• ESMS function / role established

Business Innovation

• Sustainability consideration is embedded into lending and 
product development process 

• Open collaboration with strategic cross-sectoral partners 

• Thought-leader with high ESG ratings contributing to future 
development of ESG innovation across the sector

E S G  I N T E G R AT I O N

B E Y O N D  
C O M P L I A N C E

B U S I N E S S  
I N N O V A T I O N

Where, do you think, are commercial banks in Vietnam in this 
journey?

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Where, do you think, are commercial banks 
in Vietnam in this journey?

30

Enter the Code: 6960 7379
and answer the questions

Result: https://www.mentimeter.com/app/presentation/alpoynhkvtjevqjstrxikmvo4qfn6uoi

https://www.mentimeter.com/app/presentation/alpoynhkvtjevqjstrxikmvo4qfn6uoi
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31

In implementing ESG and climate strategies, we 
commonly encounter three situations. 
Do any of these resonate with you?

31
31

We need to 
improve our vision 
& delivery plan

… we have yet to fully 
evaluate ESG risk and 
opportunity and don’t yet 
have a complete handle on 
how ESG will impact our 
business.

We have a vision, 
but no detailed plan

… and regulators and 
investors are asking tough 
questions.  We need to 
make progress, develop a 
credible plan and start 
delivering.

We have a detailed 
plan

… and now we are 
implementing with some 
successes. In some areas 
we are challenged by how 
to operationalise the 
actions we want to take.

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Resources

3
2

Trade and Supply Chain Finance Program (TSCFP) | Asian Development Bank (adb.org)

Home | Sustainable Banking And Finance Network (sbfnetwork.org)

https://www.adb.org/what-we-do/trade-supply-chain-finance-program/main
https://www.sbfnetwork.org/
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Q&A



The business of sustainability

Thank you!
• Hai Pham

• Consulting Director
• ERM Vietnam
• Hai.Pham@erm.com
•

• Rutuja Tendolkar

• Partner
• ERM South and South-east Asia
• Rutuja.Tendolkar@erm.com

mailto:Hai.Pham@erm.com
mailto:Rutuja.Tendolkar@erm.com
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Introduction to E&S Risks in Trade 
Finance

E&S Risks in Supply Chain

ADB TSCFP Safeguards

ADB Initiatives and Programs

Q&A

36

Session Speakers and Agenda

Roberto Leva
Trade Finance RM, 

ADB

Laurence Genee
Principal Safeguards 

Specialist, ADB

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Introduction to E&S risks in Trade Finance 

q raw material generation
q processing/manufacturing
q transportation
q end use/user of the good
q disposal (end-of-life)

Five broad components of the value chain where E&S risks can arise & 
accumulate during trade finance:

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Key industry drivers of E&S Risk Management in Trade Finance 

• ICC’s Sustainable Trade Finance Customer Due Diligence Guidelines (Questionnaire) – 2019

• ICC’s Standards for Sustainable Trade & Sustainable Trade Finance 2021 

EBRD’s Trade Finance Environmental and Social Procedures
• European Bank of Reconstruction and Development’s Environmental and Social requirements for its Trade 

Finance Program – 2015 

ADB’s TSCFP E&S Guides and ESMS
• Safeguards Guides and ESMS Pilot since 2019

International Chamber of Commerce (ICC) 

SWIFT and ICC Collaboration 
• SWIFT’s KYC Registry incorporates the ICC’s Sustainable Trade Finance Customer Due Diligence Questionnaire –

2022

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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International Trade & UN Sustainable 
Development Goals 

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Context of E&S Risks in International Trade

Complexity of Global Supply 
Chains

Increased complexity adds to  the 
sustainability risk of the product 

Global Communications

Advances in IT
enables stakeholder scrutiny 
throughout the supply chain 

Corporate Reputation

Battered reputation has a 
detrimental effect in stock and 

enterprise value

44%

27%

16%

13%

World Export of Agricultural Products*, 2016 
Percentage Share

Processed agricultural products

Semi-processed agricultrural products

Primary bulk products

Horticulture

*excluding fishery
Source WTO estimates based on UN Comtrade

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Environmental Risks at Production Stage 

deforestation &
habitat loss 

Water 
pollution or depletion

air pollution 
1 3

2

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Deforestation and Soft Commodities 
Palm Oil 

Soy

Beef

Forest 
Products

01

03
04

High risk 
groups 02

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Sustainability Certifications of Soft Commodities 

VI

V

IV

III

II

I

Palm Oil 
(RSPO)

Timber 
(FSC & PEFC)

. 
Cotton 
Suppliers 
(Better Cotton 
Initiative)  

Soya 
(RTRS)  . Coffee, Cocoa, Tea, 

Hazelnut          
(List of UTZ Certified 
Companies). 

IFC – GMAP
(150 country-agro 
commodity 
combination) 

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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How much water is used in producing your daily food?

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Water Consumption in Fashion Industry

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam

Water Consumption
To produce one cotton t-shirt 
takes 2,700 litres of water =
three years’ worth of drinking
water

Water Depletion
Cotton production require intensive irrigation –that may  
deplete freshwater resources and create conflict among 
users.

COTTON T-
SHIRT

Fertilisers
In cotton production the use of fertilisers 
can cause eutrophication (enrichment of 
water with nitrogen) which impacts 
drinking water.
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Social Risks at the Production Stage 

Child &
Forced Labor

Community displacement 
& impact on indigenous people

Poor working conditions/
unsafe workplace 

1 3

2

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Example of Health and Safety Risks in Manufacturing

• Collapse of Building housing garment 
factories

• More than 1,000 people died and 2,500 
workers were rescued 

• Reputation damage extended through 
the supply chain

• 23 international brands were 
customers of the 5 garment factories 
included Walmart, Benetton and 
Primark 

Raza Plaza Building Accident, Bangladesh, 
2013 

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Goods with Child and Forced Labor Risks

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Why E&S Management?

Financial 
Performance

• E&S Management during trade finance is imperative 
• Firms that can demonstrate sound E&S risk management:

Lower Risk

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam

Commercial 
Opportunities 

Reduce 
costs



ADB TFP Safeguards
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ADB TSCFP Exclusion List

• Forced labor/ child labor
• Any products/ activities deemed illegal 

under host country laws or 
international conventions

• Trade in weapons and munitions
• Alcoholic beverages*
• Tobacco1

• Gambling1
• Radioactive materials2
• Unbonded asbestos fibers3
• Commercial logging in primary tropical 

moist forests/ old-growth forests
• Marine and coastal fishing practices 

which are harmful to vulnerable and 
protected species

ADB TSCFP follows the ADB Prohibited Investment Activities List, Appendix 5 of ADB’s Safeguard Policy Statement
with a few additional items. The following do not qualify for TSCFP financing:

• coal mining4, processing, storage, and 
transportation;

• coal-fired power and heat generation;
• coal to chemicals processes;
• extraction of peat;
• peat-fired power and heat generation;
• upstream oil exploration, drilling or 

extraction activities;
• natural gas exploration or drilling 

activities5;
• gold mining and ore processing 

activities;
• ship breaking activities.

https://www.adb.org/sites/default/files/institutional-document/32056/safeguard-policy-statement-june2009.pdf
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• ADB implements specific checks and require evidence of good management on 
high-risk items:

• Ammoniacal nitrogen / ammonium nitrate
• Cashews (Madagascar)
• Diamonds
• Livestock (Australia)
• Livestock (EU)
• Palm oil derivatives
• Timber and wood products (Including paper and pulp)
• Tin, Tungsten, Tantalum and Gold
• Oil and oil-related products
• Urea

ADB TSCFP Specification

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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ADB TSCFP Supports for Partner Banks

ESMS Manual for 
Trade Finance

Nine partner banks 
Customized ESMS  Pilot by 
end of 2022

More Customized 
ESMS for PBs in 2023

Tailor-made online trainings to 
implement the ESMSs for Trade 
Finance

• ESMS Development

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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ADB TSCFP ESG Guidance Notes
2022
• Palm Oil
• Energy Transition 

Safeguards
• Category B Guidance
• 2023
• Forest products
• Cotton

Palm Oil Safeguard 
Guidance Note  

Energy Transition 
Safeguard Guidance 
Note 

Category B Safeguard 
Guidance Note

Cotton Safeguard 
Guidance Note  

Forest Products 
Safeguard 
Guidance Note 

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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ADB TSCFP Knowledge Products
• GMAP enhancement and training
• Online training on sustainable trade finance
• ESG webinars and f2f training

56 Webinar on 
ESMS value

Podcast with 
ICC

GMAP enhancement &
Webinar on GMAP

Webinar and 
guidance document 
on purpose and 
value of ESRM for 
partner banks’ 
clients (SMEs) 

Webinar and 
guidance 
document on 
Sustainable 
Goods

ESG training 
Istanbul, Hanoi and 
more

Online ESMS and Labor 
DD Webinars and 
Guidance Notes

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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Q&A

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam



Thank you!
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Session Speakers and Agenda

61
Workshop on ESG Practices
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Thien Huong 
Nguyen

IFC

Phuong Tran
Senior Consultant

ERM Vietnam

Introduction to ESMS

Best Practice Approach

Industry Tools and Training

Q&A
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The world has changed…
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…The evolving global ESG policy landscape presents challenges and opportunities that require increasingly sophisticated E&S Management Systems of 
financial organizations themselves, but also their clients – equity and loan receivers

Financial organizations - and their clients  - have to respond to quickly changing sustainability policies and increasing stakeholder scrutiny. This means that 
they must build an Environmental and Social Management Systems (ESMS) to address a wide range of issues – from climate risks to human rights. 

UN Guiding 
Principles on 
Business and 
Human Rights

Require all business enterprises, including entities in the 
financial sector and their clients, to make a policy commitment 
to respect human rights, covering all business operations

Equator Principles Require that clients of Equator Principles Financial Institutions 
develop and/ or maintain an ESMS

Taskforce on 
Climate related 
financial disclosures 
(TCFD)

Requires companies and financial organizations to incorporate 
its recommendations in governance systems to enable them to 
identify, quantify and disclose climate risks and opportunities

Sustainable finance 
work stream under 
the EU Green Deal

Underlines that the process of taking due account of E&S 
considerations when making investment decisions has to be 
based on the governance, including management structures

ADB, IFC, EBRD, 
CDC, KfW

Clients are required to have their own ESMS in place comprising 
of organizational capacity and competency, policies, trainings, 
stakeholder engagement, monitoring and reporting procedures

Circular No. 
17/2022/TT-NHNN

Requires management of environmental risk in credit granting 
by financial institutes operated in Vietnam
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What is Environmental Social Management System 
(ESMS)?
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§ An ESMS is a framework that
integrates E&S risk management into
Financial Institution’s (FI) business 
process.

§ An ESMS is a set of policies, 
procedures, processes that are 
implemented concurrently with the 
existing FI’s management process.

§ The framework is written in a 
standalone document or integrated 
within financial institutions risk 
management system.

Does your Bank have 
an ESMS? 
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Benefits of an ESMS 
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An ESMS adds value to the business through:

Proactively 
managing risks

Enhancing 
relationships with 

stakeholders

Protecting & 
Enhancing 
reputation

Encouraging clients 
to improve E&S 

management  

Maintaining & enhancing 
client access to capital and 

support

An ESMS is a tool that:

helps banks make more informed decisions about the clients and transactions 
they support

provides a systematic way of assessing and managing E&S risks
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Key Elements of an ESMS in Banking Sector
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1. E&S Policy Commitment 

5. E&S Risk Approval and E&S 
Covenants

4. E&S Risk Screening, 
Categorization and Due 

Diligence

8. Bank’s ESMS Management 
Review

3. Governance 
Structure

2. Scope of 
Applicability

6. Client E&S Performance 
Monitoring and Client E&S 
Self-Monitoring Reporting

7. Bank External Reporting 
and Monitoring

ESMS Manual
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Key Principles to Build a fit-for-purpose ESMS
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Fit-for-
purpose 
ESMS

Collaboration 
throughout 

ESMS review,
design and

implementation

ESMS has to be
proportionate 

to the E&S risks

ESMS 
is not just 
a set of 

documents ESMS 
is implemented by 

competent 
persons

ESMS
is always 

owned by the 
client
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How ESMS is Integrated into Bank’s 
Investment Decision-making?
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Credit Appraisal and Approval

Transaction 
Initiation

Know-Your-
Client 

Onboarding

E&S 
Exclusion 

List

E&S Consideration/ 
E&S Due Diligence
(Medium and High-risk 

transaction)

E&S 
covenanting/ 
E&S Action 

Plan

E&S 
Monitoring 

and 
Reporting

E&S Screening 
and 

categorization

Contracting Monitoring

SWIFT KYC 
Registry

• ADB’s Prohibited 
Investment Activities List

• IFC’s Exclusion List
• Bank’s Exclusion List

• ICC’s Sustainable Trade Finance 
Customer Due Diligence Guidelines

• ADB’s E&S Categorization
• Equator Principles’ E&S 

Categorization 
• IFC’s E&S Categorization
• GMAP, ILO, US Department of Labor, 

etc.

• ADB’s Safeguard Policy 
Statement

• Equator Principles IV
• IFC’s Performance 

Standards
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Senior Leadership Reviews and 
Meetings on E&S Risk 

Management Implementation

Key Roles and Responsibilities of Leaders
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Accountability for compliance 
to E&S Risk Management  

requirements

Ensure they have sufficient information regarding the potential E&S risks associated with a transaction available to make an 
informed credit decision and that they are comfortable that the provisions of the Loan agreement are sufficient to ensure 

identified E&S risks are managed so as to be acceptable to the requirements

Leaders to drive the change

Senior Development and 
Regular Reviews of ESMS
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Interaction: What Can Be Done Differently?
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Scenarios are shown in the following slides. As a group, discuss and present: 
§ What is the implication to the financial institution? 
§ What is the bank leader expected to do in this scenario? 
§ How will the risk be mitigated/ managed? 
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Scenario 1: What should be done…
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Access to Finance:
HKL intends to install one additional production line in 
the existing facility, and request BHB’s support with 
providing a bank guarantee for purchasing an 
important equipment for their new production line. 
BHB has recently received a credit line from ADB and 
the CEO finds the HKL application fits for ADB’s 
finance. 
Given this context, 
§ What will the BHB be expected to do to ensure 

HKL can access finance from ADB? 
§ What are the potential E&S risks associated with 

this scenario? 
§ What could be the implication to the BHB?

Context:
Hoan Kiem Lake Inc (HKL) is Best Hanoi Bank’s 
(BHB) high performing client. 

§ HKL is operating in cement plant, which 
commenced operations in 2011 after a 3-year
long process of a delayed construction period

§ 700 staff and workers are engaged at the 
plant (including migrant workers). About 25 
employees represent over 100 project 
affected families from whom land was 
acquired

§ HKL’s limestone supply comes from the 
Hotay Conservation Area.
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Scenario 2: What is the implication? 
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§ Truc Back Ltd (TBL), a SME specializing in textile
industry, wants to import cotton from overseas. TBL is
an existing frequent client of Ancient Town Bank (ATB)
since 2020. TBL recently requested ATB to provide
Letter of Credit for their import of cotton from overseas

§ Their requests for trade finance support also went
through the Bank’s ESMS process

§ ATB’s Chief Risk Officer and the Relationship Director
for TBL are called for an urgent meeting by the Board.
During the meeting, the Board indicates that there soon
be a news story on TBL for the following issues which
indicates major ESG governance concerns:
§ Five complaints of sexual harassment of

housekeeping staff in last two years
§ TBL is sourcing cotton from a region with high risk of

forced labor
§ MoNRE notices to TBL on non-compliances with the

Law on Environmental Protection.

Based on a review of internal documentation, it appears that ATB 
has no records on either ESAP implementation, reports of any 
violations, E&S performance monitoring report or any senior 
leadership review meetings between 2020 to date. The assigned 
Relationship Manager has made remarks that ‘no travel due to 
COVID-19’. 
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Typical Concerns relating to Implementing an 
ESMS
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Examples
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“

”

Saigon Thuong Tin Commercial 
Joint Stock Bank (Sacombank) 
established an ESMS following IFC 
PSs in 2012.

(https://vnexpress.net/sacombank-
ap-dung-he-thong-esms-
2724650.html)

”

In 2019, Bank for Investment and 
Development of Vietnam (BIDV) 
developed and implemented an 
ESMS satisfactory to ADB 
requirements to enhance 
management of E&S risks in 
credit granting.
(https://www.bidv.com.vn/bidv/ti
n-tuc/tin-ve-bidv/bidv-tiep-tuc-la-
ngan-hang-sme-tot-nhat-viet-
nam) 

“

”

Vietnam Prosperity Joint Stock 
Commercial Bank (VP Bank), 
developed and implemented an 
ESMS according to IFC PSs in 2016, 
which is integrated in the credit 
operations.

(https://vietnamnews.vn/economy/
853428/vpbank-praised-for-
sustainability.html) 

“

https://vnexpress.net/sacombank-ap-dung-he-thong-esms-2724650.html
https://vnexpress.net/sacombank-ap-dung-he-thong-esms-2724650.html
https://vnexpress.net/sacombank-ap-dung-he-thong-esms-2724650.html
https://www.bidv.com.vn/bidv/tin-tuc/tin-ve-bidv/bidv-tiep-tuc-la-ngan-hang-sme-tot-nhat-viet-nam
https://www.bidv.com.vn/bidv/tin-tuc/tin-ve-bidv/bidv-tiep-tuc-la-ngan-hang-sme-tot-nhat-viet-nam
https://www.bidv.com.vn/bidv/tin-tuc/tin-ve-bidv/bidv-tiep-tuc-la-ngan-hang-sme-tot-nhat-viet-nam
https://www.bidv.com.vn/bidv/tin-tuc/tin-ve-bidv/bidv-tiep-tuc-la-ngan-hang-sme-tot-nhat-viet-nam
https://vietnamnews.vn/economy/853428/vpbank-praised-for-sustainability.html
https://vietnamnews.vn/economy/853428/vpbank-praised-for-sustainability.html
https://vietnamnews.vn/economy/853428/vpbank-praised-for-sustainability.html
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ADB’s Pilot ESMS for Trade Finance 
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Vietnam: 4Nepal: 1

Armenia: 1

Bangladesh: 2

Papua New Guinea : 1

ADB is keen to support other partner banks in this process.



INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.

Standards and Tools for ESMS
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IFC Performance 
Standards for Social and 
Environmental 
Sustainability

IFC Social and 
Environmental 
Management Systems

ISO 14001: 
Environmental 
Management Systems

SA (Social Accountability) 
8000

DFI Toolkits e.g. CDC 
Toolkit, ESG Management 
Systems for Fund 
Managers

ISO 9001: Quality 
Management Systems

ISO 45001: Occupational 
Health & Safety

EBRD Environmental and        
Social Risk Management    
Manual (E-Manual)
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Industry Tools for ESMS Implementation
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KYC Screening

ESDD Training

• SWIFT KYC registry • ADB E&S Specification List
• IFC Global Map of Environmental & Social Risk in Agro-

Commodity Production (GMAP)
• US Department of Labor
• ILO (International Labor Organization)

• Desktop review
• Site visit
• Stakeholder engagement
• External factors analysis

• ADB sponsored ESG online trainings
• TSCFP recorded webinars available on the website 
• International Chamber of Commerce (ICC) online trainings  
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Sharing from IFC about Industry 
Tools relating to ESMS 
Implementation

77
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Key Takeaways
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§ ESMS is a framework providing a systematic way of assessing and 
managing E&S risks

§ An ESMS adds values to business
§ ESMS is not a stand-alone process, but integrated in the Bank’s credit 

process
§ Industry tools are available to support ESMS implementation



The business of sustainability

Thank you!
• Phuong Tran

• Senior Consultant
• ERM Vietnam
• Phuong.Tran@erm.com

• Thien Huong Nguyen

• IFC

mailto:phuong.tran@erm.com
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Session Speakers and Agenda

Matthew 
Friedman

The Mekong Club

What is Modern Slavery, Facts 
and Figures

Emerging Trends

Labor Risks in Supply chain

Why manage Labor Risks in the 
Banking Industry

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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FishingForced Prostitution

Seafood Packing Scam Ring 
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Emerging Risks

97
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Slavery 
Markers

Restricted Movement

Physical and
Sexual Violence

Threats to Self or
Family

Withholding Wages

Debt and other 
forms of Bondage

Retention of
Identity Documents

Human Trafficking = Modern Slavery
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ILO Definition of Forced Labor

• ILO definition of forced labor: “All work or service which is 
exacted from any person under the threat of a penalty and for 
which the person has not offered himself or herself 
voluntarily.”.

• The definition consists of three elements:

Work or service
refers to all types of work 
occurring in any activity, 

industry or sector including in 
the informal economy

What is forced labour, modern slavery and human trafficking (ilo.org)

Menace of penalty
refers to a wide range of 

penalties used to compel a 
person to work

Involuntariness
refers to a person being 

unable to exercise his/her 
right to free and informed 

consent

https://www.ilo.org/global/topics/forced-labour/definition/lang--en/index.htm
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ILO Definition of Child Labor

• ILO definition of child labor: “Work that deprives children of 
their childhood, their potential and their dignity, and that is 
harmful to physical and mental development”. 

• It refers to work that:

International Programme on the Elimination of Child Labour (IPEC) (IPEC) (ilo.org)

Is mentally, 
physically, socially 
or morally harmful

to children

Interferes with their 
schooling by depriving 
them of the opportunity to 

attend school

Requires them to attempt to 

combine school 
attendance with 

excessively long and heavy 
work

https://www.ilo.org/ipec/lang--en/index.htm
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This presentation in introduce these topics.  More will 
follow in a second presentation tomorrow. 

101

Forced labor-modern slavery- child 
labor
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Over 50,000,000 Modern Slaves Globally!

Asia
62 percent
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Global Statistics: Forced Labor 

27.6 million 
people globally

3.3 million
children

86%
in private sector

55%
APAC

15.1 million
55%

ILO Global Estimates of Modern Slavery 2022

https://www.ilo.org/global/topics/forced-labour/publications/WCMS_854733/lang--en/index.htm
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Global Statistics: Child Labour

ILO UNICEF Global Estimates Child Labour 2020

160 million 
children globally

79 
million

in hazardous 
work

70%
in agriculture

24.3 million
East and 

Southeast Asia

file:///C:%5CUsers%5CEmily.Bourlet%5CDownloads%5CChild-Labour-Report-1_24.pdf
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Slavery Index figures: 

Human Trafficking in APAC
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Vietnam key figures: 

Human Trafficking in Vietnam

Viet Nam 4.5 421,000 93,572,000

Country

Estimated 
prevalence 
(victims per 
1,000 
population)

Estimated 
absolute 
number of 
victims Population
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Rate of Exploitation

9.2 million per year

25,200 per day

1,050 per hour

1 every 4 seconds 
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74%

26%

Adults versus Children

Adults Children

76%

24%

Forced Labor versus Forced Prostitution

Forced Labour

Sex Industry

60 percent of the cases are 
associated with product 

supply chains
(the items we all buy)
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Who are the Traditional Responders?

Government

United Nations

Non-
Government 
Organization

75 percent forced Labor

60 percent associated 
with supply chains

Consumers

Private
Sector
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Global Slave
Figure

Victims
Identified

108,000 out of 40 million

Only 108,000 People Helped
(0.2 Percent)

Only 9,000 Criminals Convicted
(0.8 percent)

0

1000

2000

3000

4000

5000

6000

7000

8000

9000

2013 2014 2015 2016 2017 2018 2019 2020

Prosectutions

Convictions

9,000 out 
of 
500,000

How is the world doing?
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US$150 Billion 
Profits from 

Slavery

Funding 
Available

US$350 Million
(0.23 percent)

21 Days of 
Potato Chip 

Eating

The Profits are Excessive
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Why is this so Low?

Scale

Awareness
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Emerging Trends
Emphasis on “Business Risk”
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Expanding Legislation

1
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Before 2012

UN - Non-binding

1. UN Principles on Business 
and Human Rights 

2. International Labor 
Organization Conventions 

2012 Onward

Supply Chain Legislation

1. California Transparency in 
Supply Chains Act

2. UK Modern Slavery Act
3. Duty of Vigilance (France)
4. Australia Modern Slavery 

Act
5. German/Canada Acts
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Legislation is on the Rise
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2

Class Action Lawsuits

Seafood (Retailers) Chocolate (Major Brands)
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3

Increased Media Attention
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Major
Articles 

2019 2020 2021

Brand “Naming and Shaming” is Increasing
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ENVIRONMENT

SOCIALGOVERNANCE

ESG

4
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44

ESG investment will be held by Millennials

Millennial investors 
value ESG impact (MS) 

Transfer of assets from baby 
boomers to millennials in 
the next decade 

84%

$30       
Trillion
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Supply Chains  
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Tier One
Manufacture

Tier Two Tier Two Tier Two

Tier 
Three

Tier 
Three

Tier 
Three

Tier 
Three

Tier 
Three

Tier 
Three

Tier 
Three

Tier 
Three

Tier 
Three

Manufacturing Trends
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ILO Indicators of Forced Labour
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Risks 

Recruitment Fees Contracts Document 
Retention



INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.

Beyond auditing 

Anonymous Reporting

Recruitment and labor 
standards

All levels
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Why Should Banks Care?
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US$150,000,000,000
Annual Estimated Profits from Human Slavery
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• Fines and penalties
• Reputational risk
• Naming and shaming
• Loss of investments

What are the Risks for Banks
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What Can You Do?

We will discuss TSCFP risk 
management approach on 

Day 2 
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Banks are Exposed to 
Labor Risks through their 
Client Portfolios

This could pose financial, legal, 
and reputational risks for banks

ILO Global Estimates of Modern Slavery 2022

https://www.ilo.org/global/topics/forced-labour/publications/WCMS_854733/lang--en/index.htm
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Four Highest Risk Sectors 
(Forced Labor)

ILO Global Estimates of Modern Slavery 2022

Services industry
• Trade, transport, hospitality, other
• Low-skilled labour, long hours, low wages, restrictions on movement, slavery, human 

trafficking

Extraction industry
• Extraction of raw materials (e.g. agriculture, forestry, mining, quarrying)

Manufacturing industry
• Transformation of raw materials into new products
• Low-skilled, low wages, subcontracting, hazardous work, withholding of ID

Construction industry
• Buildings, infrastructure, industrial facilities
• Migrant workers, recruitment agencies and fees, debt bondage, hazardous work, long 

working hours, accommodation

https://www.ilo.org/global/topics/forced-labour/publications/WCMS_854733/lang--en/index.htm
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Risk Exposure through the Value Chain

Partner Banks could: 
1) cause 
2) contribute to
3) be linked to 
child and forced labour risks trough their 
client relationships
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Examples of Business Involvement in Child Labor

A bank invests in a cobalt mine which employs workers 

from nearby villages with a notable proportion of children 
under 14.

A factory employs workers who are 16 years of age.
The work involves exposure to chemicals and 
other harmful substances.

A coffee company hires workers who take their 
children out of school to assist on their plantations 
in order to meet high demand.
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The Finance Sector is Responding

UN Principles for Responsible Investment
• Network of financial institutions (4,800 signatories across 80 

countries representing US$100 trillion in assets)
• Mission to achieve a more sustainable global financial system by 

embedding 8 key principles into investment decision-making

Investor Alliance for Human Rights
• Membership network of institutional investors (200 signatories across 19 

countries representing US$12 trillion in assets)
• Mission to standardize human rights principles in the finance sector

UNEP FI Principles for Responsible Banking
• Coalition of banks (300 signatory banks)
• Mission to accelerate a sustainable banking system by aligning 

lending and investment policies with the UN Sustainable 
Development Goals 
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THE MEKONG CLUB 
ASSOCIATION

What is The Mekong Club?
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Baseline Assessment



INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.

E-Learning Toolkit
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Apprise App
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Remediation Toolkit



INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.

Where Were You?
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Session Speakers and Agenda

147
Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam

ADB’s ESMS Pilot Project in 
Vietnam

Overview of the ESMS of the 
Pilot Project

Industry Tools for ESMS 
Implementation

Sharing from Guest Speakers on 
ESMS Implementation

Phuong Tran
Senior Consultant
ERM Vietnam

Hai Pham
Consulting Director
ERM Vietnam

Tran Hoai Phuong
Director of Commercial Banking Division
HD Bank

Pham Van Tuyen
Chairman of the Members' Council
Eight March Textile Company Limited
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www.erm.com

ADB’s ESMS Pilot Project 
in Vietnam

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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ADB’s Trade and Supply Chain Finance Program 
(TSCFP)
Making global trade green, resilient, inclusive, transparent and socially responsible

149149

Fill market gaps for trade 
and supply chain finance

Provide guarantee and 
loans to banks to support 

trade

Deliver solutions and 
products with Partners to 
make global trade green, 

resilient, inclusive, 
transparent and socially 

responsible

Support a wide range of 
import/ export transaction
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ESMS for Trade Finance - ADB’s Pilot Program

150

ADB is keen to support other partner banks in this process.

Vietnam: 4Nepal: 1

Armenia: 1

Bangladesh: 2

Papua New Guinea : 1
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Overview of the ESMS 
of the Pilot Project

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam
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ADB TSCFP Application Overview (1/4) 

152

When the Partner Bank seeks support from TSCFP

E&S KYC Questionnaire of Partner Bank’s Client

Check TF Application against ADB TSCFP’s Exclusion List and 
TSCFP’s E&S Specifications

E&S Screening Checklist of TF Application’s Activities 

Category A (High risk) Category B (Medium risk) Category C (Low risk)
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ADB TSCFP Application Overview (2/4)
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(I) Are the activities likely to have any impacts on Indigenous Peoples?

Category B (Medium risk)

(II) Does the transaction involve equipment and machinery?

(III) Is the value of the transaction more than USD 5 million?

(V) Is the equipment and machinery an energy efficiency replacement of an old 
equipment model? 

N

Y

Y

N

N

(IV) Is the equipment and machinery included in the ADB TSCFP Sustainable 
Goods List?

Outcomes
PB is required to have the following in place:
• ADB-approved ESMS and demonstrate compliance with the ESMS on an annual basis
• PB must provide to ADB a confirmation of compliance with:

• the Applicable Standards as per the ESMS
• including TSCFP E&S Specifications requirements

• PB must conduct further E&S due diligence as per the ESMS and provide ESDD report 
if requested by ADB
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ADB TSCFP Application Overview (3/4)

154

(I) Are the activities likely to have any impacts on 
Indigenous Peoples?

Category B (Medium risk)

Outcomes

On occasions and by exception only, TSCFP can only support Category A as well as Category B 
trade finance applications that involve impacts on indigenous peoples, such as shipment of 
equipment related to Category A infrastructure projects, only if the broader infrastructure project has 
already been approved by ADB through a non-TFP operational division and/or department. Such 
projects have already undergone ADB E&S screening and E&S due diligence and will be compliant 
with ADB Safeguard Policy Statement 2009 (SPS).

Y

Category A (High risk)
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ADB TSCFP Application Overview (4/4)
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(I) Are the activities likely to have any impacts on Indigenous 
Peoples?

Category B (Medium risk)

(II) Does the transaction involve equipment and machinery? (e.g. 
commodities)

(III) Is the value of the transaction more than USD 5 million?

(IV) Is the equipment and machinery an energy efficiency 
replacement of an old equipment model?

(V) Is the equipment and machinery included in the ADB TSCFP 
Sustainable Goods List?

N

N

N

Y

Y

Category C (Low risk)

Outcomes
PB must provide to ADB a confirmation of compliance with:

• the Applicable Standards as per the ESMS
• including TSCFP E&S Specifications Requirements.

No further E&S due diligence required.
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ESMS Objectives

156

The objective of the ESMS is to assist the relevant staff at the Partner Banks with regards to the following 
activities:

identify any E&S risks associated with the applicant/client, goods, supplier, producer/manufacturer of the 
goods, and end use/user of the goods

identify and evaluate any potential financial implications related to E&S risks

minimise exposure to financial risks associated with the identified E&S risks

minimise the potential for adverse E&S impacts associated with the goods

protect the Partner Bank and its financing partners (e.g. ADB) from credit risk

protect the Partner Bank and its financing partners (e.g. ADB) from reputational risks 

ensure compliance with ADB’s “Applicable Standards” and SVB's E&S risk management requirements
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ESMS Scope

157

The ESMS will consider E&S risks associated with the whole value chain: 

I. Applicants II. Goods III. Supplier IV. Producer/
Manufacturer of the 
goods

V. End-use and 
user of the goods

§ The objectives of the program is to implement the ESMS during the credit approval stage of the trade 
finance transaction

§ It is recommended that ESMS applies to all trade finance applications
§ The ESMS should be applied as part of the KYC process (client on boarding and annual reviews) and 

throughout the tenure of the trade finance agreement
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Applicable Standards

158

Compliance with Regulations & Treaties:

i) Relevant national environmental and social laws and regulations and SVB's guideline
ii) Relevant international treaties ratified by the Partner Bank’s Country Government
iii) International Labour Organisation (ILO) Core Conventions as ratified by the Partner Bank’s Country Government

ADB Safeguards:

iv) ADB’s Safeguard Policy Statement (SPS, 2009), whose key components are included in the ESMS for Trade Finance 
Manual approved by ADB
v) ADB TSCFP’s E&S Specifications

Prohibited activities:
vi) ADB TSCFP’s Prohibited Investment Activities List (PIAL) and hereafter referred to as “ADB TSCFP’s Exclusion List”
vii) The Partner Bank’s Exclusion List (if applicable)
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ESMS Components
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1. E&S Policy Commitment 
(e.g. TSCFP Applicable Standards) 

5. E&S Risk Approval and E&S 
Covenants

4. E&S Risk Screening, 
Categorization and Due Diligence

8. Partner Bank’s ESMS Management 
Review

3. Governance

2. Objectives and Scope

6. Client E&S Performance 
Monitoring and Client E&S Self-
Monitoring Reporting

7. Partner Bank External 
Reporting and Monitoring

ESMS Manual
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Governance
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ESMS

Board/ Senior 
Management

Credit 
Committee

Relationship 
Manager

Risks and 
Compliance

Environmental 
and Social 

Staff

Legal Counsel

§ A core component for the successful 
implementation of the ESMS is Senior-level 
commitment and the need for designated roles 
and responsibilities of its staff.

§ ESMS cannot function well without competent
people.
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Know-Your-Client (KYC) Sustainability Questionnaire

161

KYC Sustainability Questionnaire to be completed by the Partner Bank for all trade finance clients during 
the on-boarding and subsequent client reviews
The KYC is an important process

# QUESTIONS
ADDITIONAL DETAILS (e.g. summary of commitments / arrangements 

in place, links to policies and reports, etc.)
SCORES

#1

1a How many employees does your company have?

1b
Specify your industry; possibly refer to NAICS codes 
(https://www.census.gov/eos/www/naics/) or to NACE codes 
(http://ec.europa.eu/competition/mergers/cases/index/nace_all.html)

1c Describe the nature of your business

1d
Confirm in which country is your HQ located and in which countries you have operational 
sites

#2

2a Does your company have policies that cover sustainability issues? GP

> Provides a publicly available policies providing a commitment to manage all material risks 
related to Environmental, Social, Human Rights and Labour Issues (e.g. biodiversity, safety, 
community engagement etc.)
> Policies signed by the CEO

3

2b
Does your company commit to international conventions and or internationally recognized best 
practices? E.g. signatory to the UN Global Compact, member of the RSPO or committed to any other 
standard/certification scheme

GP > Will be a signatory/member of industry leading groups (e.g. UNGC, RSPO, IPIECA, ICMM etc.)
> Active participant that adheres to all reporting expectations dictated by the industry group

3

2c Does your company monitor performance against the commitments? GP
> Provides details on all relevant key performance indicators (e.g. fatalities, injuries, environmental 
incidents) for the previous three years and related independent auditing arrangements
> Reporting is in line with Global Reporting Initiative sustainability standards

3

2d Does your company have any commitments or requirements for independent certifications? GP > Provides details on assets, management systems that are independently certified by a recognised standard 
(e.g. ISO, OHSAS) where relevant given the nature of the organisation

3

CLIENT NAME: Client trial one

BUSINESS OVERVIEW

RESPONSES

SUSTAINABILITY COMMITMENTS

Question Group

#1 
BUSINESS 

OVERVIEW

#2
SUSTAINABILITY 
COMMITMENTS

#3
SUSTAINABILITY 

CAPACITY

#4
SUSTAINABILITY 
TRACK RECORD

#5
SUPPLY CHAIN

#6
COMMODITIES

#7
OTHER 

INFORMATION

Mean Score N/A 3.00 1.50 2.00 2.33 1.00 N/A

Weighting used N/A 10% 25% 25% 20% 20% N/A

Weighted Score N/A 0.30 0.38 0.50 0.47 0.20 N/A

OVERALL RISK SCORE

OVERALL RISK 
CATEGORY 

1) Partner Bank Selected 
Overall Risk Category

2)
Partner Bank 

Justification for 
Selected Category

3) Date of Completion
(dd/mm/yyy)

4) Date of Review/Update
(dd/mm/yyy) 21/01/2022

Higher Risk

[insert text]

20/01/2022

Higher Risk

Finalisation of Overall Risk Category

1.84

Client Test [1607918]  -  Risk Results Summary
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Application Check

162

Partner Bank’s Exclusion List 

TSCFP’s Exclusion List - ADB’s Prohibited Investment  Activities List with a few additional items

TSCFP’s E&S Specifications List – which includes certain requirements, such as certifications, with regards to 
some specific goods, particularly commodities 

The Trade Finance application should be checked against:
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ADB TSCFP’s Exclusion List

163

i. production or activities involving harmful or exploitative forms 
of forced labor or child labor;

ii. production of or trade in any product or activity deemed illegal 
under host country laws or regulations or international 
conventions and agreements or subject to international 
phaseouts or bans, such as (a) pharmaceuticals, pesticides, and 
herbicides, (b) ozone-depleting substances, (c) polychlorinated 
biphenyls and other hazardous chemicals, (d) wildlife or wildlife 
products regulated under the Convention on International Trade 
in Endangered Species of Wild Fauna and Flora, and (e) 
transboundary trade in waste or waste products;

iii. production of or trade in weapons and munitions, including 
paramilitary materials;

iv. production of or trade in alcoholic beverages, excluding beer 
and wine;

v. production of or trade in tobacco;
vi. gambling, casinos, and equivalent enterprises;
vii. production of or trade in radioactive materials, including nuclear 

reactors and components thereof; 
viii. Production of, trade in, or use of unbonded asbestos fibers;

ix. commercial logging operations or the purchase of logging 
equipment for use in primary tropical moist forests or old-
growth forests; and 

x. marine and coastal fishing practices, such as large-scale 
pelagic drift net fishing and fine mesh net fishing, harmful to 
vulnerable and protected species in large numbers and 
damaging to marine biodiversity and habitats.

xi. coal1 mining, processing, storage, and transportation2

xii. coal-fired power and heat generation2

xiii. coal to chemicals processes2

xiv. extraction of peat2

xv. peat-fired power and heat generation2

xvi. equipment for upstream oil exploration, drilling or 
extraction activities

xvii. natural gas exploration or drilling activities, and will be 
selective in its support for midstream and downstream 
natural gas

xviii. gold mining and ore processing activities
xix. ship breaking activities
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ADB TSCFP’s E&S Specifications

164
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E&S Screening Questionnaire

165

§ E&S Screening Questionnaire is to be used to 
inform the categorization of Trade Finance 
application as:
• Category A (High risk)
• Category B (Medium risk)
• Category C (Low risk)

E&S SCREENING QUESTIONNAIRE

1. Definition of category A, B and C, according to 
ADB

2. EBRD E&S risk sector classification
3. The scoring of the KYC Sustainability 

Questionnaire 
4. Public data search 
5. Impact on environmental protected areas
6. Involuntary resettlement of people
7. Impact on Indigenous people 
8. Concerns with respect to Child and Forced 

Labor (toolkit to be rolled out to Partner Banks 
by ADB in 2023)  
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E&S Categorization

166

A
• Activities  which have the potential to cause significant adverse E&S impacts that are irreversible, diverse and 

unprecedented
• The impacts may affect areas larger than the sites or facilities subject to physical works where the goods are to be 

used
• Involuntary resettlement is considered significant 
• Indigenous People impacts are significant 

B
• Activities for which potential E&S impacts are less adverse than those of Category A projects
• The impacts are site-specific, mostly reversible and can be readily predicted, prevented and/or mitigated
• Involuntary resettlement impacts are not deemed significant
• Indigenous people impacts are limited 

C
• Activities which typically have little or no adverse E&S impact 
• Involuntary resettlement is not involved 
• Indigenous People impact is not expected 
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TSCFP Sustainable Goods List (Provisional 
List)

167

Geothermal
• Heat pumps
• Compressors
• Heat exchangers

Hydropower
• Turbines (Kaplan, Francis, 

Pelton, Turgo)
• Control systems
• Pipes for hydro power plant
• Power Generators for hydro

power plant
• Storage reservoirs/pumped 

storage
• Hydro power transformers
• Hydro power transmission
• Barrages
• Hydraulic pumps
• Oscillating water columns
• Absorbers (wave energy)
• Attenuators (wave energy) 
• Overtopping and inverted-pendulum 

device (wave energy)

Ethanol, Biomass & biogas
• Biodigesters
• Biomass heating systems
• Biomass combustion boilers
• Biomass & biogas cogeneration units
• Dryers

Solar PV, Solar Heat
• PV solar panels
• Solar cells (PV)
• Solar glass tubes
• Converters for PV plants
• Solar hot water heaters, tanks
• Support equipment
• Solar inverters
• Concentrated solar power

Wind Power
• Wind Turbines
• Blades
• Construction bases
• Control systems
• Wind power poles
• Power transformers

Cross-border interconnections and long-
distance high-voltage lines

Renewable Energy
• Fluorescent tubes
• EE light bulbs, CFLs, LED lights
• EE windows and doors
• Household appliances (with US Energy Star label or EU Energy label of A and 

above)
• Electric/hybrid vehicles, electric bicycles
• Heat exchangers
• Insulation materials (for boilers & pipes or for building envelope)
• LPG buses
• Steel for recycling (e.g. shredded steel scrap)
• Thermostats
• Biomass cookstove models
• Solar cookers
• Collectors and discs for cooking and heating applications

• Aquaculture Stewardship Council: farmed seafood, shrimp
• Roundtable on Sustainable Biomaterials: biomaterials, biofuels, and biomass 

(including perennial grasses, annual corps, algae, oilseeds etc.)
• Fairtrade Small-Scale Producer: perennial and annual crops (sugar cane, 

cereals, cocoa, coffee nuts, tea, fruit and vegetables, oilseeds, etc.)
• Rainforest Alliance (perennial crops, coffee, cocoa, tea, banana)
• Certified crops (RTRS, Bonsucro, BCI, RSB, Global GAP) – certification to be 

provided
• Smart metering for water pumping
• Solar-powered irrigation systems
• Medium voltage power distribution networks (for reduction in system losses 

and theft)

Energy Efficient Goods

Climate Smart Agriculture
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E&S Due Diligence

168

ESDD

Site visit

Stakeholder 
interview

Document review, 
including external 
factory review

• ESDD Report
• E&S Action Plan
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Approval, Contracting and Review

169

Implementation of ESAP (if required)  or any other E&S requirements

Client’s self-monitoring E&S reports

Client facilitation of monitoring by the Partner Bank

Corrective action plans/ESAP 

Timely reporting of serious environmental and social incidents

§ The approval process is dependent on the level of risk associated with the trade finance contract. 
§ Contracts with the client should include provisions for: 

§ Regular monitoring of the Client’s performance and implementation of the contract, including E&S aspects/ 
ESAP is required

§ Issues/ non-compliance is timely reported to respective level of the PBs
§ E&S performance is regularly reported by the PB’s Client to the PB as agreed in the contract
§ The PB shall report to ADB on an annual basis, as per the TSCFP requirements
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Industry Tools for ESMS 
Implementation
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Standards and Tools for ESMS
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IFC Performance 
Standards for Social and 
Environmental 
Sustainability

IFC Social and 
Environmental 
Management Systems

ISO 14001: 
Environmental 
Management Systems

SA (Social Accountability) 
8000

DFI Toolkits e.g. CDC 
Toolkit, ESG Management 
Systems for Fund 
Managers

ISO 9001: Quality 
Management Systems

ISO 45001: Occupational 
Health & Safety

EBRD Environmental and        
Social Risk Management    
Manual (E-Manual)
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Industry Tools for ESMS Implementation
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KYC Screening

ESDD Training

• SWIFT KYC registry • ADB E&S Specification List
• IFC Global Map of Environmental & Social Risk in Agro-

Commodity Production (GMAP)
• US Department of Labor
• ILO (International Labor Organization)

• Desktop review
• Site visit
• Stakeholder engagement
• External factors analysis

• ADB sponsored ESG online trainings
• TSCFP recorded webinars available on the website 
• International Chamber of Commerce (ICC) online trainings  
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Your thoughts ...
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Enter the Code: 5544 1447
and answer the questions

Result: https://www.mentimeter.com/app/presentation/al573dy8gz1dib6gsvbidqgpt1867dbe

https://www.mentimeter.com/app/presentation/al573dy8gz1dib6gsvbidqgpt1867dbe
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Key takeaways
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Benefits of partnering with ADB in implementing ESMS for Trade Finance 

Help better aligning of the PB E&S policies and procedures with international 
E&S risk management standards and controls

Help the PB to manage E&S risks in a systematic way

Provides potential opportunity for the PB to access funding from additional 
financial partners

Allow the PB to seek ADB funding for Category B (medium risk) applications

Provides potential opportunity for the PB’s clients to access new international 
consumers’ markets which requires sound E&S risk management policies and 
practices 
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Implementation
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ESG – Sustainable Finance 



Executive Summary

Source: Company data
*Deposits include customer deposits and valuable papers
*Gross loans excluded investments in corporate bonds

1

4

2

3

177

FY2022 Key Business Highlights Key Financial Indicators for FY2022 

5

Asset quality and other prudential ratios remain healthy

Solid capital base laying ground for future growth

Strong credit growth driven by all key business segments

Profitability further increase thanks to strong credit growth and 
bancassurance revenue doubled from 2021

Accelerating digital transformation to facilitate productivity 
enhancement and leverage our unique ecosystem

Gross loans*: VND 264tn 
(+29.8% YOY)

Revenue from bancassurance: 
+104.5%

Return on Equity: 23.5% 
(From 23.3% as of Dec 2021)

Return on Assets: 2.1% 
(From 1.9% as of Dec 2021)

NIM: 5.2%
(From 4.4% as of Dec 2021)

Total Operating Income: VND 21,967bn
(+31.1% YOY)

Profit Before Tax: VND 10,268bn
(+27.2% YOY)

HDB has delivered record-breaking results in a year of challenge

NPL Ratio (Consolidated): 1.67%

NPL Ratio (Parent Bank): 1.30% Digital transactions value: 547% YOY

Tier 1 ratio: 10.6%

CAR (Basel II): 13.4% 



HDBank has been incorporated development goals with sustainable values, fulfil its social responsibility and raise awareness on 
environmental protection

Source: Company Data

ESG Risk Management Strategy and Sustainable Development

Environmental

Social

Governance

178

The Bank’s Action Impact

• Pioneering the implementation of “Green credit” to support
renewable energy projects, reducing carbon emission via green
credit programs for commercial and retail solar power projects
nation-wide.

• Declining credit documentation from customers and projects not
meeting regulated environmental standards.

• Proactively raising awareness among employees, launching
internal contest to implement “Green ideas” in the workplace

1.680 MWp –
Power output 
from commercial 
and roof-top solar 
power projects 
pledged by 
HDBank

US$800 million –
projected climate 
finance portfolio 
by 2025, to 
reduce emissions 
by >54,000 tons 
of CO2 per year

>VND 10tn 
Total credit 
package to  
support high-tech 
agriculture

Awarded 2021 
Best Bank In 
Vietnam by 
Global Brand 
Magazine

Supporting 
customers and 
communities to 
overcome Covid-
19 pandemic and 
natural disasters

Awarded “Best 
Company to work 
for in Asia” in 5 
consecutive 
years from 2018 
to 2022

Well-recognized 
for our openess
and accountabiliy
to all 
stakeholders

• Positioning human as the crucial factor in development strategy,
thus, regularly launching training courses and mapping clear career
pathways in line with equal and transparent treatment for every
employee.

• Proactively fulfilling social responsibility through community support
and development; flourishing virtuous values.

• Developing products and services meeting customers’ demand and
continuously improving customers’ experiences.

• Implementing best-practice standards in corporate governance 
in operational activities to ensure its compliance with the best 
governance practices.

• Committed to delivering the highest value to shareholders and 
all stakeholders of the Bank.

• Continuously improving its CSR Risk Manangement, including 
generating guidance and allocating specialized executive. 

Achieved AGM 
business targets 
over many 
consecutive 
years

Achieved all 3 
Pillars of Basel II 
standards. 
Pioneered 
implementing 
Basel III
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GREEN CREDIT

Ø Corporate Customers

ü Rooftop Solar Power Project (Solar Rooftop)

ü Solar Power Project in Vietnam (Solar Farm)

As of August 31st, 2022, HDBank has granted credit to many solar energy projects:

Category Total capacity (MWp)
Credit limit 
(VND bil.)

Loan outstanding amount
(VND bil.)

Solar energy (Solar farm) 570 7,987 5,692

Solar energy (Solar rooftop) 598 6,134 4,814

Total 1,168 14,121 10,506



SUSTAINABILITY – DFI STAKEHOLDERS



▪ Signed an Investment Agreement with
DFIs worth $165 million on December 21st
, 2021;

▪ Signed a "Green Credit" agreement with
IFC worth $70 million on December 22nd ,
2021;

▪ Loans using these funds will be subject to
HDBank’s strict E&S policy;

▪ Completing the ESMS process for
HDBank's entire portfolio in 2023

▪ Dialogue with foreign investors about
Green Bond, specific terms will be
discussed in 2023;

SUSTAINABILITY – DFI STAKEHOLDERS
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ESG - GAPS - PERSPECTIVE

Ø Still gaps between foreign development
institutions expectation and what could be
done by Vietnam’s stakeholders

Ø Difficulty in finding E&S human resource
available as needed

Ø Funding capabilities vs demands

Ø Yet to see new flows of sustainable
businesses, with feasible business & E&S
cases together with capital adequacy
participation

Ø Macro views and policies to push for the
sustainability growth that needs concerted
movements from stakeholders in different
segments

Ø Progressive steps from DFI, SBV and regulatory
bodies to encourage private segments,
businesses to take part in the journey

Ø Effective and timely plans and initiatives to
support investors both from equity, debt and
business cases feasibility as well as
infrastructure readiness and incentives

GAPS PERSPECTIVE



Thank you
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INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.

www.erm.com

Panelist Discussion

Workshop on ESG Practices
19-20 April 2023, Hanoi, Vietnam



INTERNAL. This information is accessible to ADB Management and staff. It may be shared outside ADB with appropriate permission.

Q&A



The business of sustainability

Thank you!
• Hai Pham

• Consulting Director
• ERM Vietnam
• Hai.Pham@erm.com

Phuong Tran

Senior Consultant
ERM Vietnam
Phuong.Tran@erm.com

mailto:tram.le@erm.com
mailto:phuong.tran@erm.com
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