ADB Safeguard Policy Review and Update:
Private Sector Operations

CSO/NGO CONSULTATIONS

The views expressed in this presentation are the views of the author/s and do not necessarily reflect the views or policies of the Asian Development Bank,
or its Board of Governors, or the governments they represent. ADB does not guarantee the accuracy of the data included in this presentation and accepts

no responsibility for any consequence of their use. The countries listed in this presentation do not imply any view on ADB's part as to sovereignty or
independent status or necessarily confirm to ADB's terminology.
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Gentle Reminders = SAFEGUARD

AND UPDATE

v" If possible, join from a quiet, distraction-free area

v" Ensure your audio and video are working

v" Put your microphone on mute when you are not speaking

v" Virtually raise your hand on the Zoom feature to raise a point or question
v" Be respectful to other joining participants

v" Be conscious of time as per the agreed agenda
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The official online platform for ADB's Safeguard Policy Review and Update (SPRU) Regional Consultations

Click on the Interpretation button
at the bottom of your Zoom screen.
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Simultaneous interpretations available!
Penerjemahan Simultan tersedia!
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Chung tbi cung cap phién dich déng thoi!
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Languages available:
Bahasa yang tersedia:

EE RS
MR UENS:
Please click on the Interpretation button at the Zoom WIFIMNFIVIOCIDNSLLI:
bar on the bottom of your screen. Ngén ngilt sir dung:
Silakan klik tombol Interpretation pada fitur Zoom di bagian bawah layar Anda. * Bahasa Indonesia
Bahasa Indonesia
& o REREZoom T B4~ &%, * Chinese
UGG ITUSHUMTUNINIUINSE IsiigmA e EuEIH R RIUNIIN S LS P
U 3 [V Cx< I V] ° Khmer
NI19LINOVLRDOSLEWHNIVCCVWIFTIGIV DTV Zoom HEINIYZI19VMII9299 =2
NIV * Lao
; o A ' _ . 7 WIJI1990
Dé nghi nhap chudt vao nuat phién dich (Interpretation) trén thanh cong cu Zoom ¢ phia « Vietnamese )

dudi man hinh cltia ban.

Tléng Vlét Interpretation



Simultaneous interpretations available!
THRIA AT UTsY 2!

OC)’UJ,eCTBAﬂeTCFI CMHXPOHHbIlji nepeBoA!
JUcTsY HIYTU:
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Please click on the Interpretation button at the Bbi6op si3biKa:
Zoom bar on the bottom of your screen.

Languages available:

AT S SR o SEUNSTH (Interpretation) SiE W foreteh sl ST ’ %"_g"d’
AT ThHH & et YT H B
S L S s ot ISIL S S . U"d“
(oS S Ly By S e 8 S G ST g e S

* Russian

Haxxmmte Ha kHonKy «[lepeBoa» BHMU3Y aKpaHa. .
Pycckuni asbik

Interpretation



Restatement of ADB's Commitment SAFEGUARD

to Meaningful Consultations | =[] POLICY REVIEW
AND UPDATE

The Safeguard Policy Review and Update Phase 2 consultations provide opportunities for
stakeholders to express their views and opinions on ADB's environmental and social
safeguards in the most meaningful and safest manner possible.

All stakeholders are encouraged to articulate their inputs and concerns during these
consultation sessions. By joining these sessions (and as noted in paragraph 47 of the
Stakeholder Engagement Plan) stakeholders are consenting to the video and audio
recording of these consultations and their subsequent release. ADB will prepare
consultation summaries and disclose them publicly. This will ensure the accuracy and
transparency of proceedings.

Stakeholders wishing to exclude themselves from such recordings are asked to contact the
Safeguards Policy Review and Update Secretariat at safeguardsupdate@adb.org within 2
weeks of this session to share their exceptions and exclusions.



mailto:safeguardsupdate@adb.org

Restatement of ADB's Commitment SAFEGUARD

to Meaningful Consultations | =[] POLICY REVIEW
AND UPDATE

The recordings and documentation allow the ADB to review, consider and respond to, if
necessary, any comments and inputs made. Background materials on the thematic areas
have been released in preparation for the consultations and dialogues.

All types of feedback are welcome. These will not be used for the purposes of retaliation,
abuse, or any other kind of discrimination.

If you have any issues or concerns on the disclosure, recording, confidentiality, potential
risks, abuse, or any kind of discrimination during the consultations, or wish to exclude
yourself from the recording of events and discussions, please contact the Secretariat at

safeguardsupdate(@adb.org.



mailto:safeguardsupdate@adb.org

AGENDA = R AR e

AND UPDATE

* Introduction (5 mins)

Jelson Garcia, Session Moderator and Senior Stakeholder Engagement Specialist, Safeguards Division (SDSS),
Sustainable Developmentand Climate Change Department (SDCC)

*  Welcome Remarlks (7 mins)

Bruce Dunn, Director Safeguards Division (SDSS), Sustainable Developmentand Climate Change Department
(SDCCQ)

* Session |: Overview of Private Sector Operations under ADB SPS (2009) and IED Findings (7 mins)

Mark Kunzer, Director, Private Sector Transaction Support Division (PSTS), Private Sector Operations
Department (PSOD)

* Session 2: Key Comparisons with other MFls (18 mins)

Felix Oku, Senior Social Development Specialist (Safeguards), Safeguards Division (SDSS), Sustainable
Developmentand Climate Change Department (SDCC)

*  Screen Breal< (5 mins)
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* Session 3: Moderated Discussion (75 mins)

Richard Sherrington, Principal Safeguards Specialist, Private Sector Transaction Support Division (PSTS), Private
Sector Operations Department (PSOD)

*  Event Evaluation (5 mins)
*  Wrap up and Synthesis (5 mins)

Bruce Dunn, Director,Safeguards Division (SDSS), Sustainable Developmentand Climate Change Department
(SDCCQ)
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Safeguards Policy.Review and'Update

Approach and Methedelegy

Policy update time frame: August 2020 to October 2023
Im plementation phases:

1. Policyupdate planning (August 2020—June 2021): . @

- Background Information Paper (November 2020).
- Stakeholder Engagement Plan (April 2021, updated July 2021)

2. Analytical Studies (December 2020-December 2022).
- Policy architecture, benchmarking standards / thematic issues
- Review implementation experience

3. Policy preparation (April 2022—-0ctober 2023):
- Working Paper for ADB Board consideration (March 2023)
- Final ADB Board approval of R-Paper (October 2023)

4. Policyroll out (2023-2024).
- Policy effectiveness from 2024 (date to be confirmed)
- Implementation guidance, staff instructions, good practice notes,
- Training and capacity building for staff and clients —

Stakeholder
Engagement &
Consultation
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https://www.adb.org/sites/default/files/institutional-document/650626/strengthening-adb-safeguard-policy-provisions-procedures-brochure.pdf
https://www.adb.org/documents/safeguard-policy-statement-review-update-sep-version2

Analytical Studies and Regional Consultations Topics ADB

Completed Consultations: Nov. 2021- June 2022

©oo N h~wWDNE

18.

Policy Architecture

Indigenous Peoples

Resource Efficiency and Pollution Prevention
Labor and Working Conditions

Community and Occupational Health and Safety
Land Acquisition and Involuntary Resettlement
Biodiversity and Sustainable Natural Resource Management Scanto view Analytical Studies
Cultural Heritage

Stakeholder Engagement, Information Disclosure, and Grievance Redress Mechanisms

Lessons from Accountability Mechanism

Environmental and Social Impacts and Risk Assessment

Safeguards in Fragile and Conflict-Affected Situations (FCAS) & Small Island Developing States (SIDS)

Country Safeguard Systems (CSS)

Focus Group Discussions with Private Sector Clients

Climate Change

Gender and Safeguards

Sexual Exploitation, Abuse and Harassment (SEAH)

Sexual Orientation and Gender Identity and Expression, and Sex Characteristics (SOGIESC)

Planned Consultations

1.

Safeguards in Different Financing Modalities and Private Sector 12



As of December 5,2022

network

5 Private sector
FGDs

RESULTS OF REGIONAL, IN-COUNTRY,AND PROJECT-
AFFECTED PERSONS' CONSULTATIONS

STAKEHOLDERPARTICIPATION:
DIVERSITY & INCLUSION

Stakeholders consulted in Regional, In-country, and Project-affected people

consultations and private sector FGDs

51% MALE 49% FEMALE

TRrRRN

IN-COUNTRY CONSULTATIONS

Completed (2022)

REGIONAL CONSULTATIONS
5 5 represented

participants from 9 other countries outside the ADB

VO NOULAWDN =

Tonga

Papua New Guinea
Mongolia

People's Republic of China
Pakistan

Republic of Marshall Islands
Philippines

India

Indonesia

Planned (2023)

client companies joined

Georgia

PAP NSULTATION

7 Projects (5 sovereign, 2 non-sovereign)

36 FGDs
61 household interviews

ACCESSIBILITY

& QUALITY OF
INFORMATION*

All 1 8 consultations have
had the PowerPoint slides and
summary papers disclosed and
translated into 4 languages
prior to the consultation event

Consultations
simultaneously
interpretedin

9 languages

9 4% reported that
presentations

& other materials provided
were sufficient and
understandable

8 3 % reported that

they received
materials with sufficient
% time to review

)
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Post-event survey respondents (N=250)

RESPONSIVENESS &

TRANSPARENCY*

of participants

reported that the
P 4

were either VEry satisfied or
satisfied with the overall quality

of sessions

92%

said their questions
were
satisfactorily
answered

95% o

felt safe and
SEeCU e tovoice their

insightsand to ask questions

91%
O ofparticipants W€

satisfied with the online

platform used
for consultations

¢

T

Acronyms: CSOs = civil society organizations; DMCs = developing member countries, PS = Private Sector; PAP = project-affected persons
* Data from Reqional Consultations and Private Sector FGDs



ADBSs Proposed Policy Architecture IViodel

Environmental iand SoeciallPolicy ADB

ADB Policy Vision Statement
STRATEGY ASPIRATIONAL

(linkage to SDGs, environmental and social development priorities)

ADB Environmental

and Social Policy Requirements Env.& Social

POLICIES & Overall objectives, policy for Different Standards (ESS)

principles, expected . .
STANDARDS outcomes, risk categorization, Flnancmg for BOCrZIri%\r,]vteSrs and

due diligence, supervision, Modalities
implementation support

MANDATORY

PROCEDURES & ADB Operations Manual

ORGANIZATIONAL & _
STRUCTURE Staff Instructions

Training and awareness materials & Guidance Notes for each ESS SUPPORTING
GUIDANCE tools, Outline terms of reference Good Practice Guidance DOCUMENTS

Client & Project ESS Management

System Requirements MANDATORY




Session I: Overview of Private Sector Operations
under ADB SPS (2009)

Mark Kunzer, Director, Private Sector Transaction Support Division (PSTS),
Private Sector Operations Department (PSOD)
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ADB Safeguards Policy Statement, 2009 (SPS): Overview  ADDB

_ Three Policy Objectives
Scope and Architecture

« Approved July 2009, effective March 2010. Avoid adverse impacts of projects on
1 the environment and affected people,

« Scope: Three main policy areas: Environment (ENV), where possible:

Involuntary Resettlement (IR) , and Indigenous Peoples
(IP)
. Architecture: Minimize, mitigate, and/or

compensate for adverse project

. Three overall policy objectives. Three sets of policy impacts on the environment and

principles.

affected people when avoidance is not
possible

. Safeguard requirements (SRs) for each of the three policy
areas (Appendices 1-3)

. Requirements for different finance modalities — e.g., sector

loans, emergency assistance, policy-based lending, Help borrowers/clients to strengthen

financial intermediaries, corporate finance (Appendix 4) their safeguard systems and develop
«  Prohibited Investment Activities List (Appendix 5) the capacity to manage environmental
«  Strengthening and Use of Country Safeguard Systems and social risks.

(Appendix 6)



SPS (2009) Requirements Applicable to Private Sector Operations

ADB

Financing Instruments

1. Project Finance: SPS SR1 on Environment, SR2 IR, SR3 IP (if triggered)
« If existing facilities are involved, SR4 Special Requirements for Different Financing Modalities applies. This
requires an environmental and social compliance audit (ESCA).
« For an upgrade or expansion of existing facilities, SR 1-3 requirements will apply in addition to ESCA. 120 day
disclosure requirement apply to ESCA and CAP (if any) for ENV Cat A. Disclose other safeguard documents as per SR
1-3.

2. Loans, Equity Investments to Financial Intermediaries (Fl) (banks, non-banks, PEFs) SR4 paral3-16

» All FlIs will be required to establish an appropriate ESMS

* FI Subprojects with significant environmental or social impacts - follow ADB’s SR 1-3.

* FIs with minimal or no adverse social or environmental risks treated as Cat C, need not apply requirements
» Disclosure: For Category A subprojects, Fl to follow SR 1-3 including 120-day disclosure of EIA.

3. General Corporate Finance, Working Capital, Equity Financing (SR 4 para 17-20)

« Conduct a corporate audit of environmental and social management systems (ESMS) audit and Corrective Action Plan
» For corporate finance related to implementation of specific subprojects, SR 1-3 applies
« For investments involving existing facilities, SR4 paragraph 12 applies.

Note: Private sector financing does not involve program or sector lending, multi-tranche finance facilities and emergency loans



Independent Evaluation Department (IED)

Findings for Private Sector Operations (PSO): Strengths

* Since 2009, increase in PSO, investment in Fls (banks, nonbanks, PEFs),
new financing instruments (e.g. bond issuances, trade finance, IPOs)

* PSO safeguards performance as good as or better than sovereign operations

* More co-financing operations = need for greater policy harmonisation

* Clients appreciate ADB’s support in developing their corporate safeguard
frameworks

e Some clients mainstreamed pollution risk management to monitor long term
risks, developed functioning ESMS

* More structured approach to address core labor standards and working
conditions

* Reasonably strong (80%) due diligence via FI ESMSs

* Flrisk-based audit program and Corrective Action Plans introduced



Independent Evaluation Department (IED)

Findings for Private Sector Operations: Limitations

* SPS not well adapted or customized to support private sector financing

* Does not recognize differences between sovereign and private sector
operations culture and practice, I.e. faster decision making, shorter
processing timeframes, greater co-financing

* Managing safeguards in Fl projects incomplete at both policy and delivery
levels

* Lags behind other MFI policy updates

* 120 days disclosure requirement for ENV category A projects not aligned
with other MFIs

* |nsufficient guidance for some specific instruments (e.g. general corporate
finance / corporate finance)



Independent Evaluation Department (IED)

Findings for Private Sector Operations: Overall Findings

Overall, PSO safeguard performance for project preparation, implementation,
and capacity support was as good as or better than that for sovereign projects.

Project Preparation

Across all projects reviewed, PSO safeguards performance ranked highest at 89%.

PSO FI projects, higher preparation satisfactory rate than sovereign Fl projects.

Late engagement in projects poses challenges in addressing potential safeguard risks via
project design.

Requirement to audit government-led land acquisition too demanding, clients have no
leverage.

PSOD took initiative to address challenges re labor and working conditions in its
assessments, plans.



Independent Evaluation Department (IED)

Findings for Private Sector Operations: Overall Findings

Project Implementation

Sovereign - lower risk exposure, very few Cat A; PSO increase in Cat A projects

PSO FI projects performed less well on safeguard management compared to other NSO
projects.

Project finance and GCF performed better than any other subset, sovereign or NSO.

PSO performed better: monitoring and reporting, establishing GRMs; higher competence on
OHS and managing long-term risks and management of pollution

E&S Disclosure (e.g. ESMS, corporate E&S audit, FI AESPRs): PSOD had fewer
documents disclosed

Strengthening Client Capacity: PSO clients consistently internalized safeguard and social
management



Independent Evaluation Department (IED)

Findings for Private Sector Operations: Recommendations

Modernize SPS, increase relevance, customize for both sovereign and PSO

Harmonize with other MFIs to support the development of PS financing, where
appropriate

Strengthen oversight structure and processes

Consider shorter web disclosure requirements in recognition of PSO faster transactional
pace, competitiveness, and frequent co-financing (particularly with IFC & EBRD)

Improve policy guidance, good practice notes and ADB operations manual, plus regular
reviews and updates

Increase staff to meet changing PSOD needs and risk determination
Systematic training for staff, borrowers and clients, plus more risk-based supervision

Fls: integrate technical ground support, standardize procedures and coordinate between
ADB and Fls



Session 2:

Key Comparisons with other MFls

Felix Oku, Senior Social Development Specialist (Safeguards), Safeguards Division

(SDSS), Sustainable Development and Climate Change Department (SDCC)
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SPS/MFI comparison

SAFEGUARD

POLICY REVIEW
AND UPDATE

Safeguard Policy Characteristics and processes of Private Sector Operations at Multilateral Financial Institutions

Factor ADB SPS IFC EBRD IDB Invest

Policy SPS Performance Standards ESP ESPF

Year of Approval 2009 2012 2014/2019 2020
Yes, but partly covers

Umbrella E&S Policy CLS Yes Yes Yes

Coverage of financing Emphasis on sovereign All All All

modalities or instruments

lending, project finance.
Limited guidance on Fls,
GCF, other instruments

Policy Design Prescriptive Principles based Principles based Principles based
Process Front loaded Continuous Continuous Continuous
Assessment of E&S risks Separate E&S Integrated PS1 Integrated PR1 | Integrated ESPS1
and impacts assessments

Project Categorization Separate for each SR Integrated Integrated Integrated
Classification Scale A/B/C/FI, Highly complex A/B/C/FI A/B/C/FI A/B/C for impacts

& sensitive

H/S/M/L for risks




SPS/MFI comparison

cont.

SAFEGUARD
POLICY REVIEW
AND UPDATE

Factor ADB SPS IFC EBRD IDB Invest
Stakeholder Engagement
throughout project cycle No Yes Yes Yes
Instruments required for
Fls ESMS ESMS ESMS ESMS
No, but incorporate
Additional requirements for FI-11, FI-2, FI-3 risk PS1 and PS2 relevant
Fls No classification Yes PR9 principles
Risk categories
Separate include client

Adaptive Risk implementation capacity & Separate risk rating
Management Approach NA Risk Rating performance (ESRR)
Disclosure Requirements 120 days for Env.
for Category A/l Cateqgory A only 60 days 60 days 60 days

SPS 2009, p. 20 & Accessto Disclosure Statement
Location of Disclosure Accessto Access to Information |Information Directive| OPIM April 2020,
Requirement Information Policy Policy, 2012, p. 11 2019, p. 10 Principle 5




Issues for further consideration

« Risk categorization and risk management
«  Align with other MFI safeguard frameworks, consider overlaps with cross-cutting and
thematic areas; provide clearer provisions on requirements for private sector operations
« Improvement of stakeholder engagement
Proportionate to the nature and scale of the project and its potential risks and impacts

«  Stakeholder identification; project grievance systems; monitoring system; stakeholder
roles and responsibilities, budget and training

« Guidelines and good practice notes for applying the revised policy and due diligence

 Informationdisclosure
« Aligning with other MFIs for sovereign and private sector operations
«  Strengthening regular disclosure to project affected people



Issues for further consideration

« Monitoring
 Clarifying ADB staff requirements for Client/Borrower monitoring
« Strengthen ADB's safeguard oversight and resources for monitoring safeguards
implementation
« Guidance materials

« Updated and improved guidance, toolkits, templates and good practice notes for
private sector operations, particularly for general corporate finance, corporate finance,
FIs and other financing modalities



Get involved
Please send us your feedback and suggestions:

WEBSITE

https://www.adb.org/who-we-are/about/safeguard-policy-review

FACEBOOK PAGE

https://www.facebook.com/ADBsafeguardreview

E-MAIL

05 00 safeguardsupdate@adb.org

Screen Breake

Visit SPRU website




Session 3: Moderated Discussion
Private Sector Operations

Richard Sherrington, Principal Safeguards Specialist, Private Sector Transaction

Support Division (PSTS), Private Sector Operations Department (PSOD)
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Quick Poll

Please rate your satisfaction with today’s session:
5 — Highly satisfied
4 — Somewhat satisfied

3 — Neutral
2 - Somewhat dissatisfied
| —Very dissatisfied

Quick written feedback via www.menti.com
Please Click the link on the chat box.
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Get involved
Please send us your feedback and suggestions:

WEBSITE

https://www.adb.org/who-we-are/about/safeguard-policy-review -

FACEBOOK PAGE Visit SPRU website

https://www.facebook.com/ADBsafeguardreview

E-MAIL
safeguardsupdate @adb.org

Thank You




