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NOTE 

In this report, "$" refers to US dollars. 
 
 
This environmental and social management system arrangement is a document of the borrower. 
The views expressed herein do not necessarily represent those of ADB's Board of Directors, 
Management, or staff, and may be preliminary in nature. 

 
In preparing any country program or strategy, financing any project, or by making any 
designation of or reference to a particular territory or geographic area in this document, the 
Asian Development Bank does not intend to make any judgments as to the legal or other status 
of any territory or area. 



 

TABLE OF CONTENTS 

I. INTRODUCTION ................................................................................................................ 1 

A. THE PROJECT ................................................................................................................... 1 
1. Project Description ....................................................................................................... 1 
1.1 Project Implementation Arrangement ....................................................................... 3 

B. ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEM ......................................................... 9 
1. The purpose of the ESMS ............................................................................................ 9 
2. Environmental and Social Management Implementation Arrangement .......................10 

II. ENVIRONMENTAL AND SOCIAL MANAGEMENT POLICY AND APPLICABLE 
REQUIREMENTS .....................................................................................................................11 

A. LONGJIANG BANK AND HARBIN BANK .................................................................................11 
1. Longjiang Bank ...........................................................................................................11 
2. Harbin Bank ................................................................................................................11 
3. Two Bank’s General Loan Process .............................................................................11 

B. CURRENT FINANCIAL INTERMEDIATION ESMS STATUS .......................................................12 
C. ENVIRONMENTAL AND SOCIAL MANAGEMENT POLICY AND APPLICABLE REQUIREMENTS .......12 

1. Environmental and Social Management Policy ...........................................................12 
2. ADB SPS Policy ..........................................................................................................12 
3. Financial Intermediation’s Environmental and Social Safeguard Requirements ..........18 
4. Legislative and Policy Framework of the Peoples Republic of China ..........................18 

III. ENVIRONMENTAL AND SOCIAL MANAGEMENT PROCEDURES ..................................19 

A. ENVIRONMENTAL AND SOCIAL MANAGEMENT INTEGRATED INTO FINANCIAL INTERMEDIATION  

OPERATIONAL PROCESS ..........................................................................................................19 
B. ENVIRONMENTAL AND SOCIAL SCREENING AND CATEGORIZATION .......................................20 
C. DUE DILIGENCE ...............................................................................................................23 
D. COMPLIANCE MONITORING AND REPORTING ......................................................................25 
E. ENVIRONMENTAL AND SOCIAL MANAGEMENT REVIEW AND CONTINUOUS IMPROVEMENT ......26 
F. EXTERNAL REPORT TO ASIAN DEVELOPMENT BANK ...........................................................26 

IV. INSTITUTIONAL RESPONSIBILITY, RESOURCES, AND CAPACITY ..........................27 

A. FINANCIAL INTERMEDIARY’S ORGANIZATION AND RESPONSIBILITIES ....................................27 
B. RESOURCES AND CAPABILITIES .........................................................................................30 
C. ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEM IMPLEMENTATION BUDGET AND 

TRAINING ................................................................................................................................30 
D. TIMELINE FOR FINANCIAL INTERMEDIATION ESTABLISHMENT AND IMPLEMENTATION OF  

ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEM ...............................................................31 
E. SENIOR MANAGEMENT APPROVAL .....................................................................................32 

V. ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEM IMPLEMENTATION ............33 

APPENDIX 1: ASIAN DEVELOPMENT BANK PROHIBITED INVESTMENT ACTIVITIES LIST
 .................................................................................................................................................34 

APPENDIX 2: MAJOR PRC LAWS AND REGULATIONS ON ENVIRONMENT AND SOCIAL 
ISSUES RELEVANT TO THE ESMS ........................................................................................35 

APPENDIX 3: ENVIRONMENTAL AND SOCIAL ASPECTS PRELIMINARY SCREENING 
CHECKLIST ..............................................................................................................................37 

APPENDIX 4: ENVIRONMENTAL, INVOLUNTARY RESETTLEMENT, AND INDIGENOUS 
PEOPLES IMPACT CHECKLIST ..............................................................................................40 



 

APPENDIX 5: SUBPROJECT SELECTION CRITERIA .............................................................45 

APPENDIX 6: SUGGEST OF ENVIRONMENTAL AND SOCIAL DUE DILIGENCE REPORT ..47 

APPENDIX 7: SUGGESTED OUTLINE ANNUAL ENVIRONMENTAL AND SOCIAL 
MONITORING REPORT FOR SUBPROJECT COMPANY .......................................................50 

APPENDIX 8: SUGGESTED FORMAT OF ANNUAL ESMS PERFORMANCE REPORT TO 
ASIAN DEVELOPMENT BANK .................................................................................................51 

APPENDIX 9: ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEM ARRANGEMENT 
CHECKLIST FOR SENIOR MANAGEMENT APPROVAL ........................................................57 

APPENDIX 10: SUMMARY OF THE FOUR POTENTIAL FINANCIAL INTERMEDIATION LOAN 
SUBPROJECTS .......................................................................................................................58 

 



A 

 

I. INTRODUCTION 

A. The Project 

1. Project Description 

1. The project cities share a border with the Russian Federation to the east and to the north, 
and have a population of 5.2 million. They were an important coal mining and electricity production 
base in the PRC.1 Their fundamental reliance on coal mining and related industries, makes local 
economies vulnerable and the significant fall of coal prices in 2013, and changing global and 
domestic energy and climate change policies resulted in rapid economic decline, increasing 
unemployment and urban poverty, declining wages, and population loss in the project cities.2 In 
2014, per capita gross domestic product in the project cities was 3% below Heilongjiang Province 
average which in turn was 16% below the national average. In 2015, trade in project cities 
collapsed, declining 40% for Jixi and Shuangyashan, and 89% for Qitaihe. Another key challenge 
to private sector development is a long tradition of large state-owned enterprises dominating local 
economies. Revitalization is challenging due to the lack of (i) effective programs for SME 
development, (ii) SME financing for investments and longer term working capital, (iii) competitive 
products, research and development investments, (iv) capacity to develop and expand 
businesses, (v) strategic workforce development, and (vi) attractive urban environments.  
 
2. The project cities suffer from environmental loss and degradation (pollution of soil, water, 
and air) and poor urban livability, caused by more than 60 years of coal mining, inadequate urban 
infrastructure and services, including water supply, wastewater management, and drainage 
systems.  District heating energy inefficiencies are serious due to aging pipes. Some key missing 
links in the roadway network lead to detours and traffic jams, especially in Shuangyashan. Project 
cities lack adequate road maintenance, public transport, bus lanes, bus stops, sidewalks, and 
urgently need road rehabilitation. Some rivers, especially in Hegang and Jixi, flood during heavy 
storms and snow melt in the Spring; and river courses are narrow and scattered with solid waste, 
and water is polluted from untreated discharge of domestic and industrial wastewater. 
 
3. Impact and outcome. The project is aligned with the following impacts: (i) economy 
revitalized and diversified, and non-coal industries in the cities of Hegang, Jixi, Qitaihe, and 
Shuangyashan developed; and (ii) living environment, safety, and public health in cities of Hegang, 
Jixi, Qitaihe, and Shuangyashan improved (footnote 7). The project will have the following 
outcome: non-coal economic activities and urban livability in project cities increased. 
 
4. The project, through its comprehensive approach to urban and economic revitalization is 
expected to contribute to stopping and reversing a trend of out-migration of younger qualified 
workforce and attract and retain new residents, companies, and jobs in non-coal industries in 
more attractive cities. The project will directly benefit 2.73 million urban residents through 
(i) improved SME competitiveness creating new jobs in improved non-coal industrial parks; 
(ii) improved image through mining remediation; (iii) improved water supply, wastewater, district 
heating, flood protection, roads, road safety, and public transport; (iv) enhanced environmental, 
mining, and traffic safety awareness by public education programs; and (v) enhanced cooperation 
and coordination among the project cities, i.e. in tourism promotion, logistics and trade, supply 
chain integration, and SME support though smart city applications.  
 
 

                                                           
1 Heilongjiang Provincial Government. 2016. Heilongjiang Statistical Yearbook 2015, Harbin. 
2 After out-migration of 255,000 people between 2010 and 2015, the population declined by 4.7%. 



 

5. Outputs. The project will have five outputs and detailed descriptions are included in the 
design and monitoring framework (Appendix 1) and in the project administration manual (PAM).3 
 
6. Output 1: Sustainable SME investment and access to finance in project cities 
improved. A SMEFP will be established using the FIL modality to mobilize domestic financing 
offering three types of financial products: (i) cofinancing of SME investments with the cities taking 
the subordinated debt position, (ii) first loss cash collateral facility to mobilize commercial 
guarantees and facilitate access to commercial financing for investments and longer-term working 
capital of up to 3 years, and (iii) entrusted loan facility exclusively for high priority projects for local 
governments. The FIL will be strategically combined with BDS (output 5). 
 
7. Output 2: Key infrastructure and SME facilities in non-coal industrial parks in 
project cities constructed. Key infrastructure and facilities will be constructed and operational, 
including (i) roads with a length of 18.4 kilometers (km) with advanced safety features, and 
associated utility pipes; (ii) industrial wastewater treatment plants with combined capacity of 
26,000 cubic meters per day (m3/d); and (iii) multifunctional facilities for SMEs and startup offices, 
training, and business services with a total area of 56,000 square meters (m2).  
 
8. Output 3: Remediation and environmental cleanup from mining impacts in project 
cities improved. Mining remediation strategies will be developed, investment plans will be 
prepared, and pilot demonstration projects for replication will be implemented in all project cities: 
(i) Hegang: open pit mine (52.6 hectares [ha]) will be remediated, reclaimed, and reused as park 
and for light industry; (ii) Jixi: mining area and wasterock dumpsite will be remediated and 
afforested (89.7 ha) and a subsidence 4  monitoring center will be built and operated; and 
(iii) Qitaihe and Shuangyashan: wasterock dumpsites and subsidence areas (21.7 ha and 24.7 
ha, respectively)  will be remediated and reused as green open space and agricultural land. 
 
9. Output 4: Integrated urban infrastructure and services in project cities improved. 
This output will enhance urban livability and attractiveness by improved, spatially integrated 
infrastructure and services: (i) Hegang: Focus is on river rehabilitation, improvements in drainage, 
sustainable urban and public transport, urban greening, and district heating; (ii) Jixi: Focus is on 
integrated improvements to core area of Hengshan District and West Jixi including river 
rehabilitation; and urban roads, water supply, and wastewater management and drainage system 
improvements; (iii) Qitaihe: Focus is on water supply, wastewater system, and public transport; 
and (iv) Shuangyashan: Focus is on sustainable urban transport constructing key missing road 
links, and on improvements to the water supply, sewer, and drainage management systems. 
 
10. Output 5: Inclusive capacity in business development services and integrated 
project planning and management developed. This output will support project management, 
monitoring, and evaluation. Capacity development will include training, study tours, policy 
dialogue, and stakeholder consultation on (i) project planning and management, procurement, 
and financial management; (ii) BDS capacity development to SMEs and local SME bureaus; 
(iii) labor force assessment, and technical and vocational education and training; (iv) smart city 
cluster cooperation; (v) mining remediation planning and implementation; (vi) flood risk 
management, sponge city planning,5 and urban climate resilience; (vii) water, wastewater, and 

                                                           
3 Project Administration Manual (accessible from the list of linked documents in Appendix 2).  
4 Subsidence is lateral or vertical ground movement and failure, caused by the man-made underground coal mines. 
5 Sponge city is a concept in which greenways, parks, and wetlands maximize ecosystem services, including water 

resource management and stormwater retention. In April 2015, the Ministry of Housing Urban and Rural 
Development announced that Pingxiang was selected as one of 16 pilot cities for the sponge city program. 
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drainage management system design, construction, management, operation, and tariff reform; 
and (viii) sustainable urban transport, road and traffic safety, and public transport management.  
 

1.1 Project Implementation Arrangement 

11. The Heilongjiang Provincial Government (HPG) is the executing agency for the project, 
and has established a mechanism of regular meetings to guide, supervise, coordinate, and 
manage the project. Parties include the Heilongjiang Development and Reform Commission 
(HDRC), Heilongjiang Finance Department (HFD), Heilongjiang Industrial and Information 
Technology Commission, and Heilongjiang Audit Department. HFD will manage the imprest 
account support financial management. Hegang, Jixi, Qitaihe, and Shuangyashan cities are the 
implementing agencies, and each has established (i) a project leading group headed by the Mayor 
or Vice-Mayor; (ii) a local project management office (PMO) under the municipal development 
and reform commission; and (iii) Project implementation units (PIUs) in the concerned local 
agencies, responsible for implementation of subcomponents. For the FIL component, the 
headquarters of Harbin Bank Corporation (HBC) and Longjiang Bank Corporation (LBC) will be 
the financial intermediaries for the project cities, and each bank has established PIUs for the 
implementation of the project. 
 
12. For subprojects under the FIL component, Financial Intermediaries will be responsible for 
monitoring the implementation performance of subprojects, include monitoring their compliance 
with the terms and conditions of subproject agreements, requesting for remedial actions in the 
event of any noncompliance with respect to the implementation requirements of the environmental 
and social management system (ESMS). Using a competitive process agreed with ADB, 
Shuangyashan and Hegang cities selected Longjiang Bank Corporation (LBC), while Qitaihe city 
selected Harbin Bank Corporation (HBC) to act as its financial Intermediaries. Jixi selected both 
LBC and HBC as partner financial intermediary. Both financial intermediaries established a PIU 
with collaboration from key departments in their respective banks.  
 
13. In addition, the provincial Guarantee Company Xinzheng Guarantee Company (XZGC) 
agreed to partner with the cities to offer guarantees conditional on cash collateral in form of a first 
loss facility from the cities in benefit of subprojects lacking sufficient collateral acceptable to 
commercial banks and, thus mobilize commercial funding for SMEs in the cities.  
 
14. The roles and responsibilities of the different entities involved in project implementation 
and oversight are summarized in Table I-1 and described in detail in the project administration 
manual.  

Table : Roles and Responsibilities 

Project 
Implementation 
Organizations Management Roles and Responsibilities 
Heilongjiang 
Provincial  
Government 

Overall project sponsor and loan guarantor. In accordance with normal practices 
in the PRC, HPG has delegated oversight responsibility to the HDRC and HFD 
as set out below. HPG will also enter into Project Agreement with ADB and 
ensure that the cities will perform their obligations under the Project Agreement.  

Heilongjiang 
Development and 
Reform 
Commission 
(HDRC) 

 Provide strategic guidance to city governments to ensure that the project 
activities are consistent with the provincial government’s development 
objectives under 13th Five-Year Plan.  

 Approves any required project management regulations regarding subproject 
selection and approval criteria.    



 

Project 
Implementation 
Organizations Management Roles and Responsibilities 

 Prepares and submits project foreign capital utilization plan for NDRC 
approval. 

 Reviews and approves, on behalf of HPG, any changes in project scope.  
 Participate in the overall PCR process  

Heilongjiang 
Provincial finance 
Department (HFD) 

 Exercises oversight of project financial management arrangements. 
 Enter into subsidiary Loan Agreement with MOF. 
 Enters into an FIL On-lending agreement with the cities for the whole proceeds 

of the ADB loan.   
 Establishes US dollar imprest (special) account to receive ADB loan proceeds 

and for on-lending to the cities in CNY. 
 Approves project fund management regulations, covering on-lending, 

withdrawal, disbursement, repayment of project fund, and account 
management for the dedicated CNY Account.   

 Reviews, endorses and submits withdrawal applications to ADB.   
 Arranges for the annual audit of project, as stipulated in the Loan and Project 

Agreements entered into between PRC, HPG, the cities and ADB.   
 Participate in the overall PCR process. 

Cities  Project implementing agency of the loan. Establish the project leading group 
and PMO and provide staff resources with competence in technical, 
environmental and financial issues pertaining to the project implementation.  

 Enter into Project Agreement with ADB and ensure ADB’s requirements with 
respect to safeguards, financial management, anticorruption, and 
procurement during project implementation. 

 Enters into Framework Cooperation Agreement with the respective financial 
Intermediary* to establish (i) Dedicated CNY Account for receiving ADB loan 
proceeds from the imprest (special) account, transferring the funds to 
Entrusted Loan accounts maintained at the respective financial Intermediary* 
as well as the Cash Collateral receiving the Guarantees from XZGC, (ii) 
Reflow Account  for receiving the reflows (principal repayments  and return of 
funds held in Cash Collateral to support Guarantees, and (iii) Interest 
Difference Account for receiving interest payments from Subprojects and 
payment of  operating expenses of the PMO. Framework Cooperation 
Agreement will also specify roles and responsibilities of financial 
intermediaries in implementing the ESMS and the due diligence checks.  

 Enter into Guarantee Framework Agreement with XZGC or another guarantee 
company to address the following (i) arrangements for the city government to 
provide Cash Collateral, and (ii) Collateral realization and sharing 
arrangements between Entrusted Loans and Guarantees. 

 Enter into Entrusted Loan Agreements with Subborrowers and the designated 
financial intermediary.  

 Enter into Subproject Agreements with the Subborrowers receiving Entrusted 
Loans or guaranteed co-financing loans to ensure the respective city 
government’s obligations under the Project Agreement are implemented by 
the Subborrowers 

 Coordinate BDS support to the selected borrowing SME during the project 
implementation via the PMOs 

 Establish PMO and provide adequate staff, budget and training to city 
government and the respective PMO staff responsible for implementing the 
project. 
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Project 
Implementation 
Organizations Management Roles and Responsibilities 

 Use Project Leading Group Investment Decision making mechanism to 
approve the Subprojects based on the credit appraisal undertaken by the 
financial Intermediaries and after obtaining ADB’s “no objection”.  

 Establish a segregated IDA in the respective financial Intermediary to receive 
interest payments by the Subborrowers of Entrusted Loans and interest 
payments on Cash Collaterals supporting Guarantees by XZGC  

 IDA funds may be used by the cities as directed by the Project Leading Group 
and suggested in para 58.  

 Ensure that the PMO and the financial Intermediary implement the ESMS as 
agreed with ADB. 

 Allocate adequate financing, to cover the operating expenses of the PMO until 
there are sufficient funds in the IDA. The project management expenses of 
the PMO would include; 

o Staff salaries and other routine expenses  
o Technical and environment due diligence of Subprojects. 
o Implementing the ESMS  
o Monitoring Subprojects during implementation. 
o Measurement and verification of energy savings achieved 

City PMO  Reviews and screens Subproject applications according to the screening 
criteria and approval process for Subprojects described in the PAM. Prepare 
Subproject appraisal reports using the agreed format with ADB.  

 Obtain ADB’s no objection to the initial Subproject screening including 
safeguard categorization. After completing the Subproject appraisal, confirm 
the Subproject’s compliance with the selection criteria with ADB.  

 Monitors the implementation progress of Subprojects, including compliance 
with the terms and conditions of the Subproject Agreements. Request 
remedial actions in the event of any noncompliance with the obligations under 
Subproject Agreement with respect to ESMS implementation, financial 
management, anti-corruptions etc.  

 Endorses Certifies the achievement of milestones mentioned in the respective 
subloan agreements for the purpose of subloan disbursement. 

 Prepare the ADB loan withdrawal applications with the necessary supporting 
documents described in the disbursement section of this PAM and with 
support of the respective financial intermediary.  

 Coordinate with the financial Intermediary and XZGC in the event of default 
by Subborrowers under any Subproject Agreement and initiate recovery of 
Entrusted Loans where a decision is made to accelerate recovery or exercise 
other remedies and payments made under the Guarantees. 

 Prepares the operating procedures for IDA and utilizes the proceeds of IDA 
accordingly. 

 Solicits proposals for candidates for subsequent batches of Subprojects.  
 Submits all reporting requirements to ADB and retains supporting 

documentation.   
 Represent the city government and coordinate the overall PCR process in 

conjunction with ADB 
Financial 
Intermediaries 
(LBC and HBC) 

 Enters into Framework Cooperation Agreement with the respective cities as 
described under “city government” above. Maintain the Dedicated CNY 
Account of the respective city government to receive ADB loan proceeds and 
Reflow Account to receive reflows from the Subprojects to be on-lent to 
subsequent batches of Subprojects.  



 

Project 
Implementation 
Organizations Management Roles and Responsibilities 

 Maintain a separate account (the IDA) for the respective city government to 
receive interest payments by the Subborrowers of Entrusted Loans, interest 
payments on Cash Collateral supporting Guarantees by XZGC. 

 Undertake the credit appraisal of assigned Subprojects including the market 
risk assessment, credit history check, financial assessment of the 
Subborrower  

 Prepare credit appraisal reports for projects requiring Entrusted Loans or 
Guarantees for approval by the Project Leading Group of the respective cities. 

 Propose to the respective city PMO / Project Leading Group how the debt 
financing to a particular Subproject can be split between Entrusted Loans and 
co-financing and whether Guarantees are required.  

 Confirm that the Subprojects have required permits and approvals including 
environment approval and land allocation from local governments.  

 Certifies the achievement of milestones mentioned in the respective subloan 
agreements for the purpose of subloan disbursement. 

 Support the city PMO in preparing the ADB loan withdrawal applications with 
the necessary supporting documents described in the disbursement section 
of this PAM.  

 Disburse the Entrusted Loans to Subborrowers within 3 days of receipt of ADB 
loan proceeds to the respective city’s Entrusted Loan Account.    

 Monitor interest payment and principal repayment of Entrusted Loans by the 
Subborrowers and report to the respective city any violations of the entrusted 
loan agreements or Subproject Agreements by the Subborrowers. 

 Exercise remedies under Entrusted Loan Agreement [and co-financing 
agreement] on instructions from the respective city’s Project Leading Group. 

 Implements ESMS and ensures environmental and social safeguards 
compliance of all Subprojects under the project.  

 Undertakes Subproject completion inspection and the preparation of 
evaluation reports on Subproject performance.   

 Submits monthly reports to the respective city government and PMO on 
subloan disbursements and repayment.   

 Prepare Consolidated Statement of Utilization of Funds of ADB loan proceeds 
for Entrusted Loans, Co-financing loans, and Cash Collateral using a template 
provided by ADB and provide the Statement of Utilization of Funds with 
supporting documents to external auditors.   

 Prepare annual Statement of Utilization of Funds using a template to be 
provided by ADB to record the use of ADB loan funds for Entrusted Loans.  

 Facilitate annual audit of statement of utilization of funds. 
 Submit to ADB own externally audited financial statements.  
 Use own credit risk management mechanism to monitor the respective city’s 

exposure to credit risk, interest rate risk and exchange rate risk in connection 
with the project. 

 Participate and facilitate PCR preparation 
 

 For Subprojects that are supported only through a Cash Collateral 
and Guarantee for co-financing.  

1) Enter into Guarantee Agreement with XZGC or another approved 
guarantee company and extend the co-financing. 

2) Maintain in an escrow account the Cash Collateral provided by the 
respective city on behalf of XZGC to support the co-financing for 
Guarantees. 
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Project 
Implementation 
Organizations Management Roles and Responsibilities 

  For Subprojects receiving parallel Entrusted Loans and co-
financing secured separately, 
3) Enter into Entrusted Loan Agreement with the respective city and 

Subborrower with cross default provisions to the Subproject Agreement 
between respective city and the Subborrower and to the co-financing loan 
where applicable. 

4) Establish Entrusted Loan accounts in the name of the respective city for 
receiving funds from the Dedicated CNY Account to be on-lent to 
Subborrowers as Entrusted Loans. 

5) Maintain collateral for Entrusted Loans distinct from the security of co-
financing loans and in the event of default by a Subborrower under the 
Entrusted Loan, liquidate the security on behalf of the respective city 
government.  

XZGC 

 

 Enter into Guarantee Framework Agreement with the respective city 
government whereby the respective city government agrees to provide up to 
20% of each guaranteed loan amount to XZGC to be used as Cash Collateral 
to support the Guarantees and XZGC agrees where a Subborrower has both 
an entrusted loan and guaranteed co-financing, to act as security agent for its 
Guarantee and the respective city government’s Entrusted Loan, pari passu. 

 Conduct detailed appraisal of the value of collateral offered by Subborrowers 
who seek Guarantees, and any other supplementary credit worthiness checks 
to those performed by the entrusted lender.  

 Make a decision in consultation with the respective city government on the 
issuance of a Guarantee) where both XZGC and the respective city 
government consider loan risk or reward is reasonable.  

 Act as the security agent for the Entrusted Loan and the Guarantee. 
 Manage liquidation of collateral and distribution of proceeds to cover (pari 

passu [unless agreed otherwise with the consent of ADB]) the payments made 
under the Guarantee and any credit losses incurred by the respective city 
government with respect to its Entrusted Loan. 

 Prepare a Statement of Utilization of Funds to record the Guarantees 
supported by Cash Collateral. 

 Facilitate annual audit  
 Furnish ADB with externally audited financial statement.  

Subborrowers (end 
borrowers of ADB 
funds) 

 Implement Subprojects in accordance with the subloan agreements and 
Subproject Agreement.   

 Ensure the Subprojects comply with the requirements assigned to 
Subborrowers under the ESMS.   

 Undertake the procurement of goods and works in compliance with the 
procurement manual provided.  

 Provide monitoring and evaluation information and participate in the 
completion review of the Subproject. 

ADB 

 

 Development partner to HPG and supervises project implementation to 
ensure ADB interests are safeguarded. 

 Disburses the loan in accordance with the agreed procedures upon receipt of 
duly authorized disbursement applications and necessary supporting 
documentation.  

 Provides guidance to HPG and the cities to help resolve any implementation 
issues that arise. 

 Reviews project progress reports and monitors implementation of ESMS.  
 Reviews and endorses applications of new Subprojects wishing to use the 

Entrusted Loans or to receive Guarantees under the First batch and the 



 

Project 
Implementation 
Organizations Management Roles and Responsibilities 

Subprojects over the free limit to be agreed under the subsequent batches 
until the Loan Closing Date.  

 Requires HPG and the cities to act on any non-compliance issues. 
 Organizes the overall PCR, which is then jointly conducted with various 

agencies of HPG and related project stakeholders. 
ADB = Asian Development Bank, EIA = environmental impact assessment, ESMS = environmental and social 
management system, FIL = financial Intermediation Loan, HBC = Harbin Bank, HDRC = Heilongjiang Development 
and Reform Commission, HFD = Heilongjiang Provincial Department, HPG = Heilongjiang Provincial Government; LBC 
= Longjiang Bank, MOF = Ministry of finance, NDRC = National Development Reform Commission, PAM = project 
administration manual, PCR  = project completion report, PMO = project management office, PRC = People’s Republic 
of China, REA = revolving escrow account, XZGC = Xinzheng Guarantee Company, SPS = ADB Safeguard Policy 
Statement 2009.   
Source: ADB MOU (24 March–7 April 2017) appendix (description of FIL component).  
 
 

15. ADB loan proceeds will first flow into the main project account established by Heilongjiang 
Finance Department in the provincial level, and then will be converted from foreign currency into 
Renminbi and transferred to the revolving escrow account (REA) of each related city, which is to 
be established by the city’s finance bureau within the related Financial Intermediary’s local 
branch, for example, in LBC Hegang branch for Hegang’s FIL component, and finally be extended 
to finance SME subprojects through three financing instruments: (i) entrusted loan, (ii) co-
financing loan (including entrusted loan and domestic bank’s loan), and (iii) domestic debt 
financing (loan or loan guarantee) backed by Cash Collateral Facility (CCF), which is to be 
provided from part of the city’s FIL proceeds. 
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16. A comprehensive fund flow chart is illustrated in Figure 1. 
 

Figure I-1  Integrated Fund Flow Chart 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: ADB Estimates 

B. Environmental and Social Management System 

1. The purpose of the ESMS 

17. Heilongjiang Green Urban and Economic Revitalization Project for the four coal-rich cities 
involving investment of ADB funds through LBC and HBC (financial intermediaries, both referred 
to as FI). Pursuant to ADB's Safeguard Policy Statement (2009) (SPS), each Financial 
Intermediary will be required to establish an appropriate environmental and social management 
system (ESMS) to be maintained as part of their overall management system to meet national 
legal framework and ADB's requirements for FIL using ADB funds. 
 
18. The ESMS is a framework that integrates environmental and social risk management into 
Financial Intermediation’s business processes, it will help two Financial Intermediaries to avoid 
and manage loans with potential environmental and social risks by conducting environmental and 
social due diligence prior to loan disbursement and adequate supervision of projects during the 
term of the loan agreement. These procedures can be written down in a stand-alone document 
or integrated in Financial Intermediation’s existing risk management procedures. 
 
19. The key components of the environmental and social management system that are 
assessed include: (i) environmental and social policies include as per ADB SPS specific to 
environmental, involuntary resettlement, indigenous peoples, and other social dimensions; (ii) 



 

ADB prohibited investment activities list screening, project categorization, reviewing and approval 
procedure, consultation participation, disclosure requirements, and grievance redress 
mechanism; (iii) organizational capacity, include organizational structure, staffing, skills training, 
and competencies in environmental and social areas; and, (v) monitoring and reporting, may also 
include internal and external auditing requirements.  

2. Environmental and Social Management Implementation Arrangement 

20. According to the latest FIL arrangement, each city has established a PMO within the city’s 
Development and Reform Commission for preparation and implementation of the entire ADB loan 
project. That PMO will undertake, on behalf of the related municipal government, the management 
functions for the FIL component. Candidate subprojects under the FIL component will be mainly 
solicited and be primarily checked for eligibility by the PMO of each city, and then referred to the 
Financial Intermediary for due diligence checks. 
 
21. Two ESMS option being discussed. Based on the Aide Memoire of consultation mission 
and workshop conducted in January 2017 there were two level options for the establishment of 
ESMS, at each Financial Intermediary level or at each city’s PMO level. A due diligence was 
conducted in the end of March 2017, involved the discussion of the preference of two options. All 
respondents interviewed expressed their preference of establishing Financial Intermediation 
cooperate level ESMS. 
 
22. Based on most recent Financial Intermediation arrangement, two banks (LBC and HBC) 
are selected as the Financial Intermediaries for the project. Three out of the four cities has picked 
one bank for its Financial Intermediary, while Jixi selected both LBC and HBC as partner financial 
intermediary. It is noted that Hegang City and Shuangyashan City selected same bank 
(Longjiang) as its Financial Intermediary, while Qitaihe City selected Harbin Bank.  
 
23. Establishment of corporate level (headquarter) Financial Intermediation ESMS is critical 
important. It was noticed that two Financial Intermediaries are state-owned banks, with ownership 
one (LBC) at provincial level and the other one (HBC) at city level. The different ownership level 
also represents different line of authorities and approving process and result in variation in 
decision making. It is therefore important to establish Financial Intermediation corporate level 
(headquarter) of ESMS to ensure the level of consistent in managing environmental and social 
risks and impacts among different Financial Intermediaries and its branches. During the ESMS 
implementation process, PMO major functions including: (i) as one of candidate subprojects 
resource, PMO will be responsible for reviewing and screening subproject applications then refer 
the subproject to the Financial Intermediary; (ii) at the project identification stage, if needed, PMO 
and the Financial Intermediary will work for a further rapid assessment of the subproject likely 
environmental, involuntary resettlement impacts, and effects on indigenous peoples of an 
investment.; and (iii) review and approve pre-selected subprojects from other resources. 
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II. ENVIRONMENTAL AND SOCIAL MANAGEMENT POLICY AND APPLICABLE 
REQUIREMENTS 

24. This chapter describes environmental and social management policies and applicable 
requirements that will be used for the LBC and HBC. The environmental and social management 
due diligence was conducted in the end of March 2017. This due diligence is to assess the 
environmental and social system of two banks which are selected as ADB’s financial 
intermediaries for the implementation of the Heilongjiang Green Urban and Economic 
Revitalization Project in four coal-rich cities. 
 
25. The focus of this due diligence is to assess the two Financial Intermediary Bank’s system 
to manage the potential environmental and social impacts associated with their loans in line with 
ADB Safeguard Policy Statement and environmental and social requirements for Financial 
Intermediaries. 

A. Longjiang Bank and Harbin Bank 

1. Longjiang Bank 

26. LBC was founded in 2009 and is a Chinese provincial level bank. LBC headquartered in 
Harbin, administered 219 outlets, and covering the 13 cities in Heilongjiang province. Hegang City 
and Shuangyashan City selected LBC as its Financial Intermediary. 
 
27. LBC’s market position is facing the agriculture industry, for SMEs, and for the local 
economy. Its development strategies is “taking the agricultural industrial finance as the pivot 
development direction, implementing the small microcredit, and performing well the community 
bank”. 

2. Harbin Bank 

28. HBC was founded in 1997 and is a Chinese city level bank. It is a shareholding commercial 
bank listed in Hong Kong Stock Exchange. HBC headquartered in Harbin, administered 355 
outlets, and has 17 branches in Tianjin, Chengdu, Shenyang, Dalian, Chongqing, etc., and 32 
village and town banks in places like Beijing, Guangdong, Jilin, Gansu, and Heilongjiang. Qitaihe 
City selected HBC as its Financial Intermediary. 
 
29. HBC insists on microcredit development strategy. By the end of 2016, the Bank’s loans to 
small medium enterprises (SME) accounted for 83.2% of the Bank’s total loans. 

3. Two Bank’s General Loan Process 

30. Although the general loan process in both LBC and HBC are similar, the levels of approval 
authority are very different. For LBC, branch level has the authority to approval loan, while HBC 
requires all approvals at headquarter level. The general loan process flows follows: (i) receiving 
loan application; (ii) loan application client type selection; (iii) project assessment by bank’s rating 
system and assessment modeling; (iv) internal pre-approval; (v) financial due diligence and 
investment report; (vi) risk assessment; (v) loan approval. 
 
 
 



 

B. Current Financial Intermediation ESMS Status 

31. All Financial Intermediaries have some knowledge about Green Credit Policy but have not 
developed ESMS following the voluntary Green Credit Guidelines. Financial Intermediaries 
received Green Credit Guidelines issued by China Banking Regulatory Commission (CBRC) in 
2012. It is a macro level guidance for banks to adjust the credit structure, effectively prevent 
environmental and social risks, better serve the real economy, promote the transformation of the 
mode of economic development, and the adjustment of the economic structure. The guidance 
provide the definition of the term “environmental and social risks” as potential harm and risks 
related to energy consumption, pollution, land, health, safety, migrant relocation, ecological 
protection and climate change as business operation result of clients of banks. In article 4, it stated 
that Financial Intermediaries shall effectively identify, measure, monitor and control environmental 
and social risks in credit business activities, establish an environmental and social risk 
management system, and improve the relevant credit policies and systems and workflow 
management. 
 
32. Financial Intermediaries have low level of awareness of ESMS. These Financial 
Intermediaries had limited or no experience working with international financial institution. Their 
awareness of international requirement for an ESMS is low. A formal ESMS include written 
policies, governing procedures were not developed. Although in Financial Intermediation’s 
business operation system, some environmental and social are factored in their approving 
system. Their current environmental and social consideration is mainly focused on E&S permits, 
violation to laws or regulations through review of documents.   

C. Environmental and Social Management Policy and Applicable Requirements 

1. Environmental and Social Management Policy 

33. Each Financial Intermediary should prepare a written statement to commit its goal and 
efforts to manage environmental and social risk across its operations. The statement need to be 
approved by senior management and communicated to all relevant employees (operation staffs 
of two Financial Intermediaries) and clients. Suggested points to include in an environmental and 
social aspect in addition to any existing policy: 

(i) All activities undertaken by the Financial Intermediaries are consistent with its 
own environmental and social standards, as well as applicable requirements; 

(ii) All projects are reviewed against the applicable requirements; 
(iii) Projects are financed only when they are expected to be designed, built, operated 

and maintained in a manner consistent with the applicable requirements; 
(iv) Efforts are made to ensure that all projects are operated in compliance with the 

applicable requirements on an ongoing basis, while being financed by the 
Financial Institution; 

(v) Clients understand the ESMS policy commitments made by the Financial 
Intermediary in this area. 

2. ADB SPS Policy 

34. The ESMS includes ADB SPS (2009) policy objectives and principles for three areas: (i) 
the environment; (ii) involuntary resettlement; and (iii) indigenous peoples. 
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a) Environmental Protection 

 

35. The environmental objectives adopted for the project are to (i) ensure the environmental 
soundness and sustainability of subprojects and (ii) support the integration of environmental 
considerations into the subproject decision-making process. The environmental policy principles 
adopted for the project are as follows: 

(i) Use a screening process for each proposed subproject, as early as possible, to 

determine the appropriate extent and type of environmental assessment and/or 

audit required so that appropriate studies are undertaken commensurate with the 

significance of potential impacts and risks. 

(ii) Conduct an environmental assessment/audit for each proposed subproject to 

identify potential direct, indirect, cumulative, and induced impacts and risks to 

physical, biological, socioeconomic (including impacts on livelihood through 

environmental media, health and safety, vulnerable groups, and gender issues), 

and physical cultural resources in the context of the subproject’s area of 

influence. Assess potential transboundary and global impacts, including climate 

change. 

(iii) Examine alternatives to the subproject’s location, design, technology, and 

components and their potential environmental and social impacts and document 

the rationale for selecting the particular alternative proposed. Also consider the 

no subproject alternative. 

(iv) Avoid, and where avoidance is not possible, minimize, mitigate, and/or offset 

adverse impacts and enhance positive impacts by means of environmental 

planning and management. Prepare a corrective action plan (CAP) and/or an 

environmental management plan (EMP) that includes the proposed mitigation 

measures, environmental monitoring and reporting requirements, related 

institutional or organizational arrangements, capacity development and training 

measures, implementation schedule, cost estimates, and performance indicators. 

Key considerations for EMP preparation include mitigation of potential adverse 

impacts to the level of no significant harm to third parties, and the polluter pays 

principle. 

(v) Carry out meaningful consultation 6  with affected people and facilitate their 

informed participation. Ensure women’s participation in consultation. Involve 

stakeholders, including affected people and concerned non-government 

organizations (NGOs), early in the subproject preparation process and ensure 

that their views and concerns are made known to and understood by decision 

makers and taken into account. Continue consultations with stakeholders 

throughout project implementation as necessary to address issues related to 

environmental assessment. Establish a grievance redress mechanism (GRM) to 

                                                           
6 Meaningful consultation is a process that (i) begins early in the project preparation stage and is carried out on an 

ongoing basis throughout the project cycle; (ii) provides timely disclosure of relevant and adequate information that 
is understandable and readily accessible to affected people; (iii) is undertaken in an atmosphere free of intimidation 
or coercion; (iv) is gender inclusive and responsive, and tailored to the needs of disadvantaged and vulnerable groups; 
and (v) enables the incorporation of all relevant views of affected people and other stakeholders into decision making, 
such as project design, mitigation measures, the sharing of development benefits and opportunities, and 
implementation issues. 



 

receive and facilitate resolution of the affected people’s concerns and grievances 

regarding the subproject’s environmental impact and performance. 

(vi) Disclose a draft environmental assessment (including the EMP) in a timely 

manner, before subproject approval, in an accessible place and in a form and 

language(s) understandable to affected people and other stakeholders. Disclose 

the final environmental assessment, and its updates if any, to affected people 

and other stakeholders. 

(vii) Implement the EMP and monitor its effectiveness. Document monitoring results, 

including the development and implementation of corrective actions, and disclose 

monitoring reports. 

(viii) Do not implement subproject activities in areas of critical habitats or legally 

protected areas. In an area of natural habitats, there must be no significant 

conversion or degradation. Use a precautionary approach to the use, 

development, and management of renewable natural resources. 

(ix) Apply pollution prevention and control technologies and practices consistent with 

international good practices as reflected in internationally recognized standards 

such as the World Bank Group’s Environmental, Health and Safety Guidelines. 
Adopt cleaner production processes and good energy efficiency practices. Avoid 

pollution, or, when avoidance is not possible, minimize or control the intensity or 

load of pollutant emissions and discharges, including direct and indirect 

greenhouse gases emissions, waste generation, and release of hazardous 

materials from their production, transportation, handling, and storage. Avoid the 

use of hazardous materials subject to international bans or phase-outs. 

Purchase, use, and manage pesticides based on integrated pest management 

approaches and reduce reliance on synthetic chemical pesticides. 

(x) Provide workers with safe and healthy working conditions and prevent accidents, 

injuries, and disease. Establish preventive and emergency preparedness and 

response measures to avoid, and where avoidance is not possible, to minimize, 

adverse impacts and risks to the health and safety of local communities. 

(xi) To conserve physical cultural resources and avoid destroying or damaging them, 

do not implement subproject activities in areas that support physical cultural 

resources or in areas where “chance-find” physical cultural resources are 
expected to be found. 

 

b) Involuntary Resettlement 

 

36. The involuntary resettlement policy objectives are to avoid involuntary resettlement 
wherever possible; to minimize involuntary resettlement by exploring project and design 
alternatives; to enhance, or at least restore, the livelihoods of all displaced persons in real terms 
relative to pre-project levels; and to improve the standards of living of the displaced poor and 
other vulnerable groups. The involuntary resettlement policy principles are: 

(i) Screen the project early on to identify past, present, and future involuntary 

resettlement impacts and risks. Determine the scope of resettlement planning 

through a survey and/or census of displaced persons, including a gender 
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analysis, specifically related to resettlement impacts and risks. 

(ii) Carry out meaningful consultations with affected persons, host communities, and 

concerned nongovernment organizations. Inform all displaced persons of their 

entitlements and resettlement options. Ensure their participation in planning, 

implementation, and monitoring and evaluation of resettlement programs. Pay 

particular attention to the needs of vulnerable groups, especially those below the 

poverty line, the landless, the elderly, women and children, and Indigenous 

Peoples, and those without legal title to land, and ensure their participation in 

consultations. Establish a grievance redress mechanism to receive and facilitate 

resolution of the affected persons’ concerns. Support the social and cultural 
institutions of displaced persons and their host population. Where involuntary 

resettlement impacts and risks are highly complex and sensitive, compensation 

and resettlement decisions should be preceded by a social preparation phase. 

(iii) Improve, or at least restore, the livelihoods of all displaced persons through (i) 

land-based resettlement strategies when affected livelihoods are land based 

where possible or cash compensation at replacement value for land when the 

loss of land does not undermine livelihoods, (ii) prompt replacement of assets 

with access to assets of equal or higher value, (iii) prompt compensation at full 

replacement cost for assets that cannot be restored, and (iv) additional revenues 

and services through benefit sharing schemes where possible. 

(iv) Provide physically and economically displaced persons with needed assistance, 

including the following: (i) if there is relocation, secured tenure to relocation land, 

better housing at resettlement sites with comparable access to employment and 

production opportunities, integration of resettled persons economically and 

socially into their host communities, and extension of project benefits to host 

communities; (ii) transitional support and development assistance, such as land 

development, credit facilities, training, or employment opportunities; and (iii) civic 

infrastructure and community services, as required. 

(v) Improve the standards of living of the displaced poor and other vulnerable groups, 

including women, to at least national minimum standards. In rural areas provide 

them with legal and affordable access to land and resources, and in urban areas 

provide them with appropriate income sources and legal and affordable access 

to adequate housing. 

(vi) Develop procedures in a transparent, consistent, and equitable manner if land 

acquisition is through negotiated settlement to ensure that those people who 

enter into negotiated settlements will maintain the same or better income and 

livelihood status. 

(vii) Ensure that displaced persons without titles to land or any recognizable legal 

rights to land are eligible for resettlement assistance and compensation for loss 

of non-land assets. 

(viii) Prepare a resettlement plan elaborating on displaced persons’ entitlements, the 
income and livelihood restoration strategy, institutional arrangements, monitoring 

and reporting framework, budget, and time-bound implementation schedule. 

(ix) Disclose a draft resettlement plan, including documentation of the consultation 



 

process in a timely manner, before project appraisal, in an accessible place and 

a form and language(s) understandable to affected persons and other 

stakeholders. Disclose the final resettlement plan and its updates to affected 

persons and other stakeholders. 

(x) Conceive and execute involuntary resettlement as part of a development project 

or program. Include the full costs of resettlement in the presentation of project’s 
costs and benefits. For a project with significant involuntary resettlement impacts, 

consider implementing the involuntary resettlement component of the project as 

a stand-alone operation. 

(xi) Pay compensation and provide other resettlement entitlements before physical 

or economic displacement. Implement the resettlement plan under close 

supervision throughout project implementation. 

(xii) Monitor and assess resettlement outcomes, their impacts on the standards of 

living of displaced persons, and plan have been achieved by taking into account 

the baseline conditions and the results of resettlement monitoring. Disclose 

monitoring reports. 

 

37. The involuntary resettlement impacts of an ADB-supported project are considered 
significant if 200 or more persons will be physically displaced from home or lose 10% or more of 
their productive or income-generating assets. 
 

c) Indigenous People (ethnic minorities) 

 

38. The indigenous people policy objectives are to design and implement subprojects in a way 
that fosters full respect for ethnic minority peoples’ identity, dignity, human rights, livelihood 
systems, and cultural uniqueness as defined by the ethnic minority communities themselves so 
that they (i) receive culturally appropriate social and economic benefits, (ii) do not suffer adverse 
impacts as a result of subprojects, and (iii) can participate actively in subprojects that affect them. 
The indigenous people policy principles include: 

(i) Screen early on to determine (i) whether Indigenous Peoples are present 

in, or have collective attachment to, the project area; and (ii) whether 

project impacts on Indigenous Peoples are likely. 

(ii) Undertake a culturally appropriate and gender-sensitive social impact 

assessment or use similar methods to assess potential project impacts, 

both positive and adverse, on Indigenous Peoples. Give full consideration 

to options the affected Indigenous Peoples prefer in relation to the 

provision of project benefits and the design of mitigation measures. 

Identify social and economic benefits for affected Indigenous Peoples that 

are culturally appropriate and gender and intergenerationally inclusive 

and develop measures to avoid, minimize, and/or mitigate adverse 

impacts on Indigenous Peoples. 

(iii) Undertake meaningful consultations with affected Indigenous Peoples 

communities and concerned Indigenous Peoples organizations to solicit 

their participation (i) in designing, implementing, and monitoring measures 

to avoid adverse impacts or, when avoidance is not possible, to minimize, 
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mitigate, or compensate for such effects; and (ii) in tailoring project 

benefits for affected Indigenous Peoples communities in a culturally 

appropriate manner. To enhance Indigenous Peoples’ active 
participation, projects affecting them will provide for culturally appropriate 

and gender inclusive capacity development. Establish a culturally 

appropriate and gender inclusive grievance mechanism to receive and 

facilitate resolution of the Indigenous Peoples’ concerns. 
(iv) Ascertain the consent of affected Indigenous Peoples communities to the 

following project activities: (i) commercial development of the cultural 

resources and knowledge of Indigenous Peoples; (ii) physical 

displacement from traditional or customary lands; and (iii) commercial 

development of natural resources within customary lands under use that 

would impact the livelihoods or the cultural, ceremonial, or spiritual uses 

that define the identity and community of Indigenous Peoples. For the 

purposes of policy application, the consent of affected Indigenous 

Peoples communities refers to a collective expression by the affected 

Indigenous Peoples communities, through individuals and/or their 

recognized representatives, of broad community support for such project 

activities. Broad community support may exist even if some individuals or 

groups object to the project activities. 

(v) Avoid, to the maximum extent possible, any restricted access to and 

physical displacement from protected areas and natural resources. Where 

avoidance is not possible, ensure that the affected Indigenous Peoples 

communities participate in the design, implementation, and monitoring 

and evaluation of management arrangements for such areas and natural 

resources and that their benefits are equitably shared. 

(vi) Prepare an Indigenous Peoples plan (IPP) that is based on the social 

impact assessment with the assistance of qualified and experienced 

experts and that draw on indigenous knowledge and participation by the 

affected Indigenous Peoples communities. The IPP includes a framework 

for continued consultation with the affected Indigenous Peoples 

communities during project implementation; specifies measures to ensure 

that Indigenous Peoples receive culturally appropriate benefits; identifies 

measures to avoid, minimize, mitigate, or compensate for any adverse 

project impacts; and includes culturally appropriate grievance procedures, 

monitoring and evaluation arrangements, and a budget and time-bound 

actions for implementing the planned measures. 

(vii) Disclose a draft IPP, including documentation of the consultation process 

and the results of the social impact assessment in a timely manner, before 

project appraisal, in an accessible place and in a form and language(s) 

understandable to affected Indigenous Peoples communities and other 

stakeholders. The final IPP and its updates will also be disclosed to the 

affected Indigenous Peoples communities and other stakeholders. 

(viii) Prepare an action plan for legal recognition of customary rights to lands 

and territories or ancestral domains when the project involves (i) activities 



 

that are contingent on establishing legally recognized rights to lands and 

territories that Indigenous Peoples have traditionally owned or customarily 

used or occupied, or (ii) involuntary acquisition of such lands. 

(ix) Monitor implementation of the IPP using qualified and experienced 

experts; adopt a participatory monitoring approach, wherever possible; 

and assess whether the IPP’s objective and desired outcome have been 
achieved, taking into account the baseline conditions and the results of 

IPP monitoring. Disclose monitoring reports 

3. Financial Intermediation’s Environmental and Social Safeguard 
Requirements 

39. Financial Intermediation will ensure that: 

(i) All subprojects using ADB funds are screened against the Prohibited Investment 

Activities List (PIAL) of the ADB Safeguard Policy Statement (Appendix 1), and 

that any subprojects involving activities included in the PIAL is not supported use 

the ADB funds; 

(ii) All subprojects with potentially significant environmental and/or social impacts are 

reviewed and evaluated against Safeguard Requirements 1-3 of the ADB’s SPS 
(2009); 

(iii) All subprojects are reviewed and evaluated against the PRC laws, regulations, 

and standards on environment, occupational health, safety, involuntary 

resettlement and land acquisition, ethnic minorities, biodiversity, and physical 

cultural resources to confirm that they are in compliance; and 

(iv) All subprojects of future batches are screened against and meet the technical, 

financial, economic, environmental and social criteria presented in Appendix 5 

of this ESMS. 

4. Legislative and Policy Framework of the Peoples Republic of China 

40. Subproject with ADB’s fund will need to comply with all specific and relevant PRC national 
and local laws/policies and procedures. A list of major PRC laws and regulations on environment 
and social issues relevant to the ESMS summarized in Appendix 2. For the environment, these 
include environmental protection, planning, and impact assessment. For social issues, these 
include the management of land acquisition, involuntary resettlement, indigenous peoples, 
gender equality, anti-discrimination, labor issues (including employment opportunities and 
conditions, child labor), health and safety, impacts on communities, and establishment of 
grievance mechanism. 
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III. ENVIRONMENTAL AND SOCIAL MANAGEMENT PROCEDURES 

41. This ESMS sets out screening, categorization, and review procedures for subprojects that 
are being considered to be financed using ADB loan through Financial Intermediation. 
Subprojects that comply with all environmental and social requirements under the ESMS and 
meet other technical and financial requirements can be financed. This ESMS also establishes 
monitoring requirements for all subprojects to be financed by Financial Intermediation. 

A. Environmental and Social Management Integrated into Financial Intermediation 

 Operational Process 

42. The bank loan assessment and approval procedures are mandated by Banking Regulation 
No.2 [General Rules for Loans] 1996, issued by the People's Bank of China. The main procedures 
as follows: 1) loan applications; 2) credit rating of a borrower; 3) investigation of loans; 4) 
examination and approval of loans; 5) entry into a loan contract; 6) provision of loans inspection 
after lending; and 7) repayment of a loan. 
 
43. The ESMS must be integrated into Financial Intermediation’s operational process. There 
is a clear four-phase credit process:  i) application; ii) due diligence; iii) disbursement; and iv) 
follow-up. Each requires approval before proceeding to the next stage. The ESMS once 
established could be implemented in all phases of the credit process with identification, evaluation, 
mitigation, and monitoring.  

 

Figure III-1: ESMS Should Perfectly Match Financial Intermediation’s 

Operational Process in Order to Be Effective 
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B. Environmental and Social Screening and Categorization 

44. Candidate subprojects under the FIL component will be solicited from the following 
sources: (i) from the city government through the PMO, (ii) the financial intermediaries, (iii) the 
associated guarantee companies, or (iv) the business development services offices. Candidate 
projects will then be screened for eligibility by the respective financial intermediary. Once the 
applications from potential subprojects are received, the procedure described below will be 
followed for subproject screening and categorization. 

a) Does it involve an excluded activity as listed in the ADB prohibited investment 

activities list (see Appendix 1)? 

 If yes, the project will NOT be considered for financing 

 If no, the project CAN be considered for financing 

b) Does the project have a history of environmental and social incidents? 

 If yes, the project will NOT be considered for financing 

 If no, the project CAN be considered for financing 

 

45. At the project identification stage, the assigned Financial Intermediary deal team/staffs 
(according two banks’ current credit process, usually by sub-branch bank Account Manager or 
Direct Business Team) will work with the subproject/subborrower to review industry sector and 
technical aspects of project, and conduct preliminary assessment of subproject E&S impacts. A 
checklist will be used to determine the significance of potential environmental and/or social 
impacts associated with the investment. The Environmental and Social Aspects Preliminary 
Screening Checklist is provided in Appendix 3. The completed checklist will provide to Financial 
Intermediation ESMS manager and PMO (if needed) for a further rapid assessment of the 
subproject likely environmental, involuntary resettlement impacts, and effects on indigenous 
peoples of an investment. The Environmental, Involuntary Resettlement and the Indigenous 
People Impact Checklists are provided in Appendix 4.  
 
46. Once the checklists and the verification work are completed by the assigned Financial 
Intermediary deal team and ESMS manager, the subproject will be classified as one of the 
following categories: category A (with potential significant environmental and/or social impacts); 
category B (with less significant environmental and/or social impacts), and category C (with 
minimal or no impacts). IF the subproject was classified as Category A for any of the safeguard 
categories, it shall not be considered for financing by the ADB fund.  
 
47. As for environmental categorization, a potential subproject’s category is determined by the 
category of its most environmentally sensitive component, including direct, indirect, cumulative, 
and induced impacts in the subproject’s area of influence. Each proposed subproject is scrutinized 
as to its type, location, scale, and sensitivity and the magnitude of its current (if a subproject 
involves existing facilities) and potential environmental impacts. It shall be assigned to one of the 
following four categories according to SPS (2009): 

(i) Category A. A proposed subproject is classified as category A if it is likely to have 

significant adverse environmental impacts that are irreversible, diverse, or 

unprecedented. These impacts may affect an area larger than the sites or 

facilities subject to physical works. If the subproject was classified as 

environmental Category A, it shall not be considered for financing by the ADB 
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fund. 

(ii) Category B. A proposed subproject is classified as category B if its potential 

adverse environmental impacts are less adverse than those of category A 

projects. These impacts are site-specific, few if any of them are irreversible, and 

in most cases mitigation measures can be designed more readily than for 

category A projects. An initial environmental examination (IEE) is required for a 

category B project. 

(iii) Category C. A proposed subproject is classified as category C if it is likely to 

have minimal or no adverse environmental impacts. No environmental 

assessment is required although environmental implications need to be reviewed. 

(iv) Category FI. Not applicable for this project. 

 

48. For those involving involuntary resettlement, a resettlement plan is prepared that is 
commensurate with the extent and degree of the impacts: the scope of physical and economic 
displacement and the vulnerability of the affected persons. Projects are classified into the 
following four categories: 

(i) Category A. A proposed project is likely to have significant involuntary 

resettlement impacts. If the subproject was classified as involuntary resettlement 

Category A, it shall not be considered for financing by the ADB fund. 

(ii) Category B. A proposed project includes involuntary resettlement impacts that 

are not deemed significant. A resettlement plan, which includes assessment of 

social impacts, is required. 

(iii) Category C. A proposed project has no involuntary resettlement impacts. No 

further action is required. 

(iv) Category FI. Not applicable for this project. 

 

49. The involuntary resettlement impacts of an ADB-supported project are considered 
significant if 200 or more persons will be physically displaced from home or lose 10% or more of 
their productive or income-generating assets. 

 

(i) The impacts of an ADB-supported project on indigenous peoples is determined 

by assessing: 

a) the magnitude of impact in terms of 

1) customary rights of use and access to land and natural resources; 

2) socioeconomic status; 

3) cultural and communal integrity; 

4) health, education, livelihood, and social security status; and 

5) the recognition of indigenous knowledge; and 

b) the level of vulnerability of the affected Indigenous Peoples community. 

 

50. The indigenous peoples impacts Projects are classified into the following four categories: 

(i) Category A. A proposed project is likely to have significant impacts on indigenous 

peoples. If the subproject was classified as indigenous people Category A, it shall 



 

not be considered for financing by the ADB fund. 

(ii) Category B. A proposed project is likely to have limited impacts on indigenous 

peoples. An IPP, including assessment of social impacts, is required. 

(iii) Category C. A proposed project is not expected to have impacts on indigenous 

peoples. No further action is required. 

(iv) Category F. Not applicable for this project. 

 

51. The assigned financial fntermediary deal team will ensure that the subproject company is 
fully aware of the applicable requirements as presented in Table III-1. For subprojects with 
potential impacts that are not deemed significant on environmental and/or social7, the assigned 
deal team will advise the project company that (i) Safeguards 1-3 of the ADB Safeguard Policy 
Statement will apply including preparation of an initial environmental examination (IEE) report and 
environmental management plan (EMP), a social impact assessment (SIA), and/or an indigenous 
peoples plan (IPP), as well as public disclosure and/or stakeholder engagement plan if necessary; 
and (ii) the subproject company shall submit these reports to the Financial Intermediary deal team 
and ESMS manager for review. The Financial Intermediary will also submit these reports to ADB 
for review and clearance. Outlines for IEE and IPP report are shown in ADB SPS (2009). 
 
52. When the FIL subproject involves “greenfield” (a totally new project) development or major 
extension, as it requires land acquisition and/or physical relocation, and likely to have significant 
environmental and/or social impacts, it shall not be considered for financing by the ADB fund. If 
subproject including incremental upgrades, rehabilitation and/or “brownfield” project (brownfield 
is maintenance or upgrading of existing assets without acquiring for additional land), Financial 
Intermediation should discreetly categorize such projects according to ADB’s SPS as subproject 
may also involve high risk activities. Each subproject will have a separate category on 
environment, involuntary resettlement and indigenous peoples based on significance of impacts 
on each safeguard aspect. Financial Intermediation will ensure that necessary IEE report, EMP, 
SIA, IPP, and/or public disclosure and stakeholder engagement requirements have been fulfilled 
by the client. Categorize subproject includes reviewing IEE report (and its approval, if available) 
and other supporting documents, site visiting, as well as information/ data collection and 
verification.  

 

Table III-1 Safeguard Requirements 

Category Risk 

Rating 

Environmental 

Safeguards 

Involuntary 

Resettlement safeguards 

Indigenous Peoples 

Safeguards 

Category A (with 
potential Significant 
impacts) 

Exclude for ADB financing Exclude for ADB financing Exclude for ADB financing 

Category B (with 
less Significant 
impacts) 

Comply with national laws 
and ADB’s PIAL 

Comply with national laws 
and ADB’s PIAL 

Comply with national laws 
and ADB’s PIA 

Category C (with 
minimal or no 
impacts) 

Comply with national laws 
and ADB’s PIAL 

Comply with national laws 
and ADB’s PIAL 

Comply with national laws 
and ADB’s PIAL 

Source: Asian Development Bank  
 

                                                           
7 If the subproject has significant impact and was classified as Category A, it shall not be considered for financing by 

the ADB fund. 
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53. It will be the Financial Intermediary’s task to appraise projects against detailed subproject 
selection criteria, covering technical, financial, and environmental and social safeguards adopted 
by the implementing agencies agreeable to ADB. 
 
54. Once the safeguards categorizations are completed for the proposed subprojects, the 
specific selection criteria will be applied to the subproject to determine whether the subproject is 
qualified to be financed by Financial Intermediation (Appendix 5). As indicated in Appendix 5, 
any subproject that is (i) involve any land acquisition or housing demolition, (ii) had recently land 
acquisition and resettlement with outstanding issue, and (iii) cause labor retrenchment and 
redundancies will be excluded. Based on the subproject selection criteria, the Financial 
Intermediary deal team (or other designated staff), with support from the PMO (if needed) will 
present the pre-selection list of the potential subprojects and submit it to Financial Intermediary 
and PMO to review and approve the pre-selected subprojects. The ESMS manager (or other 
designated staff) at LBC or HBC shall inform ADB.  

C. Due Diligence 

 
55. The Financial Intermediation ESMS manager (or other designated staff) should work with 
Financial Intermediation’s deal team to undertake environmental and social due diligence. 
Depending on the complexity of the subproject, due diligence can be a desk review (for category 
C subprojects). For category B subprojects, these studies will be undertaken by an external 
agency/qualified person, and its scope and coverage will meet the requirements as embodied in 
national laws and regulations on environment and labor, as well as safeguard requirements of 
ADB. The due diligence for Category B subprojects will require an IEE to be conducted. This will 
include undertaking impact specific studies (environmental and social impact assessments), 
preparation of an Environmental and Social Management Plans (ESMP), including stand-alone 
Environmental Management Plan (EMP), as required, providing adequate capacities and 
resource to mitigate the impacts, ensure proper documentation, monitoring and reporting. 
 
56. The subproject company must provide all requested information to the deal team, and 
should be able to demonstrate responsiveness with regard to the applicable environmental and 
social safeguard requirements. A due diligence report will be prepared for category B subprojects 
and the results of the due diligence will be reflected in the report to the Financial Intermediary, 
which will take into account these issues in clearance of the subproject. A suggested outline of 
an Environmental and Social Due Diligence Report will also be provided as Appendix 6.   
 
57. The risk categorization result determines the evaluation process and follow up actions: 

(i) Category C, B, A subprojects 

a) Does the project comply with all applicable local, provincial/departmental 

and national laws on environment, health, and safety? 

1) If no, require the project to develop a plan for corrective actions 

(including periodic reporting and monitoring) within a reasonable 

timeframe to be included as a condition of disbursement in loan 

agreement 

b) Does the project have all the necessary permits? 

c) – If yes, review copies of the permit and ensure that they are current valid 

1) If no, require project to obtain all necessary permits before 

proceeding with financing 



 

(ii) Category B, A subprojects 

a) Conduct site visit, using consultants as necessary  

b) Request action plan to address potential environmental and social risks 

(including periodic reporting and monitoring) within a reasonable 

timeframe 

1) Category A subprojects: if the project was classified as Category 

A for any of the safeguard categories, is shall not be considered 

for financing by the ADB fund. 

 

58. All subproject investment agreements will contain appropriate environmental and social 
covenants requiring project to be in compliance in all material respects with the applicable 
environmental and social safeguard requirements as defined in above Table III-1. Moreover, the 
table below provides a sample E&S check list, Financial Intermediary should discuss with 
subborrower to check whether each items suitable for the subproject. If suitable, the E&S check 
list and relevant key performance indicator/requirements should be integrated into the investment 
agreement. 

Table III-2 Environmental and Social Check List 
Environmental and Social 
Check List 

Key Performance Indicator (KPI) / 
Major Requirements 

Labour and working conditions • To collaborate standard of labour and working conditions in accordance with 

relevant ADB Social protection requirements; 

• To promote fair treatment, non-discrimination  and equal opportunities  to 

workers (especially for female) in compliance with national employment and 

labour laws, regulations and other legal requirements; 

• Improve an effective worker-management relationship. 

Occupational health and 

safety (OH &S) 

• To minimize and prevent workplace incidents. 

• To formulate subborrower’s OH&S manual applicable for subproject use ADB 
fund. 

• Compile and review site safety policy, inspections and reports to validate 

contractors are applying proposed rules. 

Land acquisition, resettlement, 

and livelihood restoration 

• According to subproject screening criteria, the proposed subprojects must not 

involve any land acquisition or housing demolition; 

• If identified project affected people suffer adverse impacts as a result of 

subprojects, compensation or other relief measures need to be implemented to 

mitigate negative impacts; 

• The compensation packages should be designed to improve or at least restore 

the quality of life and livelihood of those affected people. 

Indigenous people • The subproject must not have any adverse impacts on indigenous people; 

• Ensure affected indigenous people receive culturally appropriate social and 

economic benefits, and do not suffer adverse impacts as a result of subproject 

development. 

Stakeholder engagement • Continued stakeholder consultation will be undertaken during all phases of the 

subproject development; 

• Local residents/stakeholders are aware of the subproject and in particular the 

planned schedule of activities most likely to affect them. 
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Environmental and Social 
Check List 

Key Performance Indicator (KPI) / 
Major Requirements 

Community grievance 

mechanisms and information 

disclosure 

• Grievance procedures will be public noticed to stakeholders including details of 

the key contacts; 

• Contractors and sub-contractors will be recommended to adopt the same 

system; 

• Provide timely response and inform of the progress in dealing with complaint; 

• Affected communities will be included in the ongoing reporting process to ensure 

that the community is knowledgeable about its resources. 

Emergency preparedness and 

response 

• Reduce level of risk from emergencies; 

• Eliminate adverse effects of emergencies and disasters at the workplace and 

community (including people, property, infrastructure, economy and 

environment); 

• Contribute to the management of risks to enhance safety. 

Environmental and social 

requirements on contractors, 

sub-contractors, and primary 

suppliers 

• Contractors and Sub-contractors are obligated to comply with E&S 

requirements, and applicable regulations relevant to project activities; 

• Contractor must document and report occupational injuries, illnesses and 

fatalities. 

Pollution prevention • Compliance with relevant environmental procedures and regulations; 

• Minimum emissions, such as noise, soil, air, water etc. 

Biodiversity management • If the subproject will lead to loss of biodiversity, project specific procedures must 

be developed with the aim to minimize impacts, habitat destruction, 

fragmentation, species isolation, and restoration of local ecological networks 

Resource efficiency and waste 

management 

• Subproject should develop and implement feasible measures for improving 

efficiency in consumption of energy, water and other material inputs; 

• Used or damaged materials must be discharge according to the local rules and 

regulations. 

Climate change risk 

assessment 

• If the proposed subproject will have varying degree of exposure to future climate 

change (e.g. increasing traffic or housing in areas that will be more prone to 

flooding, by encouraging settlement in earthquake zones). The subproject shall 

be initially screened for climate risk, and project designing will consider the 

results of the screenings. 

D. Compliance Monitoring and Reporting 

 
59. After a category B subproject is approved, ESMS manager (or other designated staff) (i) 
communicates with the subproject company and confirms from time to time that the project 
company is undertaking the obligations of compliance with all applicable environmental and social 
safeguard requirements; and (ii) the Financial Intermediary will promptly report to ADB any actual 
or potential breach of the compliance requirements after becoming aware of it. The ESMS 
manager (or other designated staff) will visit the site to monitor the implementation of EMP, SIA, 
and/or Indigenous Peoples Plan if applicable. 
 
60. Subproject’s environmental and social performance will be evaluated on an annual basis. 
The benchmark for performance will be the ongoing compliance against the applicable 
environmental and social safeguard requirements. The Financial Intermediary will ensure that the 
subproject company prepares and submits an annual environmental and social monitoring report 
and will review and assess the subproject company’s performance on environmental and social 
safeguard issues. 
 



 

61. A suggested outline of an Annual Environmental and Social Monitoring Report for 
Subproject Company provided as Appendix 7. 
 
62. Based on the review of the annual environmental and social monitoring reports for 
Category B subprojects prepared by the subproject company, the ESMS Manager will prepare an 
Annual ESMS Performance Report (Appendix 8) and submits it to ADB. 

E. Environmental and Social Management Review and Continuous Improvement 

63. The ESMS established by two Financial Intermediaries respectively needs to be reviewed 
periodically to ensure that it remains relevant and effective over time and incorporates a Financial 
Intermediation’s evolving needs. This involves identifying potential difficulties with operational 
aspects of ESMS implementation and making changes as necessary; reviewing the scope of 
ESMS procedures to ensure that emerging environmental and social risks of projects are detected 
and identified during the due-diligence process; update ESMS to ensure that it remains relevant 
and effective over time and incorporates FI’s evolving needs: 
c) Keep Senior Management informed on challenges, successes and other important issues 

associated with ESMS implementation 

d) Identify potential difficulties with operational aspects of ESMS implementation and make 

changes as necessary 

e) Review scope of ESMS procedures to ensure that emerging environmental and social risks 

of projects are detected and identified during due-diligence process 

f) Update ESMS to reflect revisions in applicable national laws on environment, social, as 

well as health and safety. 

F. External Report to Asian Development Bank 

64. The Financial Intermediary should immediately report to ADB if subproject experience 
major accidents or incidents that have received media attention.  
 
65. The Financial Intermediary should also inform ADB of any category A subprojects, and 
such category A subproject shall not be considered for financing by the ADB fund. 
 
66. The Financial Intermediary will prepare an Annual ESMS Performance Report and submit 
to ADB (the suggested format provided as Appendix 8). This will be prepared based on (i) the 
environmental and social performance information provided by each subproject; (ii) Financial 
Intermediary front office staffs (whose job will involve collection and analysis the E&S related 
information, also post-loan client engagement) and/or ESMS manger’s routinely subproject site 
inspection to check that all measures are being implemented (where this is not the case, 
corrective actions will be identified and checked for implementation at the next inspection); and 
(iii) Financial Intermediation ESMS manager undertake regular audits of compliance with the 
ESMS and overall implementation. The annual report including follow contents: 

g) Portfolio information 

h) Progress on ESMS implementation 

i) ESMS assessment procedures 

j) ESMS monitoring process 

k) Environmental and social issues associated with projects 
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l) Non-compliance of projects and CAP(corrective action plan) 

IV. INSTITUTIONAL RESPONSIBILITY, RESOURCES, AND CAPACITY 

A. Financial Intermediary’s Organization and Responsibilities 

 
67. LBC and HBC will (i) have ultimate responsibility to implement the ESMS; (ii) oversight for 
environmental and social issues on all subprojects, (ii) ensure obtain adequate resources to 
undertake environmental and social management on all subprojects. 
 
68. There are two layers of Financial Intermediary staffs who will be also responsible for the 
implementation of ESMS: 1) front office staffs whose job will involve collection and analysis the 
E&S related information, also post-loan client engagement; and 2) back office staffs who will make 
the determination on whether to proceed with a specific loan (mainly credit officers or risk 
controller). LBC and HBC both welcome the idea to designate an ESMS manager (preferably 
senior) at headquarter to oversight the ESMS implementation performance and also be the 
counterparty with ADB on E&S related issues. Financial Intermediaries should consider to retain 
external expertise to support at least at the initial stage of development. 
 

Table IV-1 Three Positions are Responsible for Financial Intermediation 

to Apply the ESMS 

Financial Intermediary Front 
office staffs 

Loan and credit officers  
 

E&S Expertise 
(internal and/or external) 

 
Financial 

Intermediation ESMS 
Manager 

Dialogue with client on 

E&S issues  

 

Evaluation of E&S risks 

at individual investment 

level  

 

Suggestion of E&S 

conditions for the client  

 

Monitoring of client’s 
progress 

 Development/updating of 

procedures and 

documents  

 

Evaluation of E&S risks 

at portfolio level  

 

Assistance to loan and 

credit officers in 

evaluation and 

monitoring of clients 

 Commitment to policies 

and objectives  

 

Approval of suggested 

E&S conditions  

 

Internal and external 

communication 

 
69. ESMS implementation could be integrated into Financial Intermediation’s risk 
management and credit process procedures. LBC and HBC risk management and credit process 
illustrated as two figures below.  As it was mentioned before, the general loan process in both 
banks are similar, but the levels of approval authority are very different. For LBC, branch level 
has the authority to approval loan, while HBC requires all approvals at headquarter level. 
  



 

Figure IV-1: Longjiang Bank Risk Management and Credit Process 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
* The risk management and credit process might be slightly different in each branch 

 

Source: ESMS Due diligence carried out from March 25 to 30 2017, LBC headquarter, Hegang Branch 
and Shuangyashan Branch were interviewed. 
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Figure IV-2: Harbin Bank Risk Management and Credit Process 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: ESMS Due diligence carried out from March 25 to 30 2017, HBC headquarter and Qitaihe 
Branch were interviewed 

70. The ESMS Manager (or other designated staff) at Financial Intermediation will oversight 
environmental and social issues on all subprojects, and work with the management of Financial 
Intermediary to ensure adequate resources have been committed to allow for the effective 
implementation of the ESMS policy and procedures. Other roles and responsibilities for ESMS 
manager including: 

m) Communicate ESMS requirements; 

n) Ensure that all loan decisions are supported by appropriate environmental and 

social reviews; 

o) Participate in loan decision-making process 

p) Determine and include environment, health and safety covenants in loan 

agreements 
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q) Report to ADB on accidents/incidents and on an annual basis ESMS performance 

report. 

71. The Financial Intermediary will also ensure that the ADB is notified if and when the current 
ESMS Manager leaves that position, and will provide the ADB the name of the new ESMS 
manager. 
 
72. Financial Intermediary’s project director - The ESMS must be integrated into FIs’ 
operational process. There is a clear four-phase credit process: i) application; ii) due diligence; iii) 
disbursement; and iv) follow-up. Each requires approval before proceeding to the next stage. 
During the credit process, according to subproject industry classification, one corresponding 
Financial intermediary city branch front office department (for LBC, including Rural, SME, 
Enterprise or Individual Departments; while for HBC, it is Enterprise Financial Department) 
manager will be assigned as a project director to work together with ESMS manager at Financial 
Intermediary headquarter. The person’s role and responsibility including supervise the loan 
process and subproject’ daily management, ensure subproject obtain all relevant licenses and 
permits, and responsible to ensure the subproject following the ESMS requirements. 
 
73. Financial Intermediary’s ESMS coordinator and safety person - To carry out the monitoring 
program of ESMS implementation for subproject, and is responsible to report the subproject 
environmental and social risks and impacts to Financial Intermediary’s project director. Financial 
Intermediary’s sub-branch staff will responsible for collection and analysis the E&S related 
information, also post-loan client engagement work. For LBC, it will be carried out by sub-branch 
Account Manager; for HBC, it is Direct Business Team combined by Sales & Market Department 
and Account Manager. The sub-branch staff also involved in the supervision of subproject’s 
occupational health and safety issues by regular inspect whether subproject obtained or updated 
the relevant licenses and permits.  
 
74. Financial Intermediary’s ESMS technical support - the environmental and social risks, 
assessment, and management are still fairly new to two Chinese Financial Intermediaries. 
Financial Intermediary should consider to retain external expertise for the ESMS establishment 
and implementation, at least at initial stages. 

B. Resources and Capabilities 

 
75. Both LBC and HBC should have and maintain a pool of qualified environmental and social 
consultants in Harbin (headquarter) and in cities be selected as Financial Intermediary, those 
consultant can be called upon to assist in conducting environmental and social reviews including 
conducting due diligence, risk assessment, provide recommendations on mitigation measures, 
and/or trainings, as appropriate.  
 
76. Financial Intermediations standard loan agreement template will need to be revised to 
reflect Financial Intermediaries’ requirements on subproject E&S management. The Financial 
Intermediary’s Legal Counsel will ensure that all loan agreements contain covenants requiring 
that projects are in compliance with applicable national laws on environment, health and safety. 

C. Environmental and Social Management System Implementation Budget and Training 

 
77. To ensure effective ESMS implementation across the Financial Intermediation, it is 
necessary to allocate resources to prepare and distribute ESMS documentation and materials, to 
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train staff on ESMS procedures, and to account for staff time to perform their ESMS 
responsibilities in their day-to-day duties. 

(i) Budget resources and funds for ESMS 

a) Training on ESMS procedures, including training and capacity building 

need to provide skills on ADB categorization, and site selection 

procedures. 

b) Staff time for performing ESMS duties and responsibilities 

c) ESMS documentation and materials 

(ii) Organize ESMS training for staff, using consultants as needed, to explain: 

a) Purpose and ESMS overview 

b) Overview of investment portfolio by industry sector including 

environmental and social aspects of industry sectors 

c) ESMS procedures and specific staff expectations during implementation 

d) Updates/revisions to ESMS, as necessary 

D. Timeline for Financial Intermediation Establishment and Implementation of 

 Environmental and Social Management System 

 
78. The establishment of an integrated operation system and ESMS has been discussed and 
concluded as necessarily, feasible and appreciated cross all sections in the two Financial 
Intermediaries. However, the environmental and social risks, assessment, and management are 
still fairly new to Chinese Financial Intermediaries. The key to ensure timely completion are: 1) 
appropriate level of support/attention from senior management, a realistic completion date to be 
agreed upfront;  2) adequate of resources allocation, include resources to retain external expertise 
for the ESMS establishment and implementation, at least at initial stages; 3) designate an ESMS 
manager (preferably senior) at corporate level of each Financial Intermediary; 4) training program 
developed, tailored and delivered to front office staffs and back office staffs and corporate ESMS 
manager who involved in the implementation of the ESMS; and 5) consultation maintained with 
legal department for revision standard E&S language in the loan agreement. Key milestone for 
ESMS establishment and implementation are summarized in the follow table. In additional, ADB 
will also provide capacity development support for two Financial Intermediaries for the 
establishment of the ESMS, potential ADB sponsored or approved supporting areas including: i) 
external expertise for the ESMS establishment and implementation for two Financial 
Intermediaries; ii) on-the-job training for two Financial Intermediaries on environmental and social 
safeguard risk screening, categorization and assessment; and iii) subproject level training in order 
to facilitate the implementation of ESMS from subborrower aspect (including ESMS record-
keeping and reporting). 

 

 

 

 

 

 

 

 



 

Table IV-2: Key Milestone for Financial Intermediation Establishment and 

Implementation ESMS 

Milestone 
Target/Completion 

Date 

Commit ESMS policy and statements  

Enhancement of ESMS documentation by Financial 

Intermediations 

 

Retain external expertise for the ESMS establishment and 

implementation (if needed) 

 

Designate an ESMS Manager  

Set ESMS budget  

Development of ESMS training program  

Conduct training program for Financial Intermediary headquarter 

and branches 

 

ESMS implementation by Financial Intermediaries  

Legal Department for revision standard E&S language in the loan 

agreement 

 

First disbursement for subproject  

Prepare Annual ESMS Performance Report  

Submission of Annual ESMS Monitoring Report to ADB  

E. Senior Management Approval 

 

79. Finally, the entire ESMS, including the budget and training plan, should be reviewed and 
approved by Senior Management to ensure that it is integrated as part of the Financial Institution’s 
standard operating procedures (see Appendix 9). 
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V. ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEM IMPLEMENTATION 

80. To effectively implement an ESMS, Financial Intermediary will need to: 

r) Communicate across the bank the importance of the ESMS and its implementation 

 Office memo/email, staff meeting, bulletin board, newsletter 

s) All staff take action in day-to-day duties 

 Carry out ESMS responsibilities 

 Apply ESMS procedures within risk management review and credit process for new 

loan applications if use ADB fund 

1. ESMS implementation actions reference as the figure below. 

 

Figure V-1: ESMS Implementation Action 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

New Subproject 

Involve activity on 

Prohibited Investment 

List? 

No 

Yes, financing not 

considered 

Had history of 

environmental and 

social incidents? 

Yes, financing not 

considered 

No 

Industry/client 

assessment 

Assign risk category 

(ADB SPS): 

• Category A 

• Category B 

• Category C 

If category A, 

financing not 

considered 

Due-diligence to evaluate 

environmental and social risks 

(compliance with national laws on 

environment, health and safety, site 

visits, and full-scale environmental 

and social impact review if 

necessary) 

Potential limited 

adverse 

environmental 

and social 

impacts 

identified 

Request action 

plan to address 

environmental 

and social risks 

Minimal 

environmental and 

social impact 

identified 

Proceed with 

financing 

Evaluate 

environmental and 

social performance 

periodically 



 

APPENDIX 1: ASIAN DEVELOPMENT BANK PROHIBITED INVESTMENT 
ACTIVITIES LIST 

The following do not qualify for Asian Development Bank financing:  

(i) production or activities involving harmful or exploitative forms of forced labor8 or child labor;9 

(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,10 pesticides, and herbicides,11 (b) ozone-
depleting substances,12 (c) polychlorinated biphenyls13 and other hazardous chemicals,14 

(d) wildlife or wildlife products regulated under the Convention on International Trade in 
Endangered Species of Wild Fauna and Flora,15 and (e) transboundary trade in waste or 
waste products;16

 

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

(iv) production of or trade in alcoholic beverages, excluding beer and wine;17 

(v) production of or trade in tobacco; 10 

(vi) gambling, casinos, and equivalent enterprises;10 

(vii) production of or trade in radioactive materials,
18  including nuclear reactors and 

components thereof; 

(viii) production of, trade in, or use of unbonded asbestos fibers;19
 

(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. 

                                                           
8  Forced labor means all work or services not voluntarily performed, that is, extracted from individuals under threat of 

force or penalty. 
9  Child labor means the employment of children whose age is below the host country’s statutory minimum age of 

employment or employment of children in contravention of International Labor Organization Convention No. 138 
“Minimum Age Convention” (www.ilo.org). 

10  A list of pharmaceutical products subject to phaseouts or bans is available at http://www.who.int. 
11  A list of pesticides and herbicides subject to phaseouts or bans is available at http://www.pic.int. 
12  A list of the chemical compounds that react with and deplete stratospheric ozone resulting in the widely publicized 

ozone holes is listed in the Montreal Protocol, together with target reduction and phaseout dates. Information is 
available at http://www.unep.org/ozone/montreal.shtml. 

13  A group of highly toxic chemicals, polychlorinated biphenyls are likely to be found in oil-filled electrical transformers, 
capacitors, and switchgear dating from 1950 to 1985. 

14  A list of hazardous chemicals is available at http://www.pic.int. 
15  A list is available at http://www.cites.org. 
16  As defined by the Basel Convention; see http://www.basel.int. 
17 This does not apply to project sponsors who are not substantially involved in these activities. Not substantially 

involved means that the activity concerned is ancillary to a project sponsor's primary operations. 
18 This does not apply to the purchase of medical equipment, quality control (measurement) equipment, and any 

equipment for which ADB considers the radioactive source to be trivial and adequately shielded. 
19 This does not apply to the purchase and use of bonded asbestos cement sheeting where the asbestos content is less 

than 20%. 

http://www.who.int/
http://www.pic.int/
http://www.unep.org/ozone/montreal.shtml
http://www.pic.int/
http://www.cites.org/
http://www.basel.int/
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APPENDIX 2: MAJOR PRC LAWS AND REGULATIONS ON ENVIRONMENT AND 
SOCIAL ISSUES RELEVANT TO THE ESMS 

 

Laws, Regulations and 
Standards 

Relevance to Project 

Environment Protection 

Law on Environmental Protection 
(2014) 

Subprojects avoid any significant environmental impact. 

Law on Environmental Impact 
Assessment (2016) 

Overarching law for EIA, setting out procedures for EIA and 
approvals needed before construction. 

Law on Prevention and Control of 
Environmental Pollution by Solid 
Wastes (2015) 

The suite of laws indicates the comprehensive coverage on 
PRC’s environmental safeguard system, which covers air and 
water pollution prevention, noise control, solid waste 
management; as well as energy conservation and cultural 
relics. 

Water Pollution Prevention and 
Control Law (2008) 

Law on Water and Soil Conservation 
(2011) 

Law on Energy Conservation (2008) 

Law on the Protection of Cultural 
Relics (2007) 

Law on Promotion of Clean Production 
(2003) 

Law on Prevention and Control of Air 
Pollution (2016) 

Law on Prevention and Control of 
Pollution from Environmental Noise 
(1997) 

Environmental Impact Assessment 

Law on Environmental Impact 
Assessment (2016) 

Overarching law for EIA, setting out procedures for EIA and 
approvals needed before construction. 

Directory for the Management of 
Different Categories of Construction 
Project Environmental Impact 
Assessment, (2015) 

Defines assessment and reporting requirements for three EIA 
classes, based on scale, investment level, and environmental 
sensitivity: comprehensive environmental impact assessment 
report (EIAR); environmental impact table (EIT); and, 
environmental impact registration form (EIRF).  

Environmental Impact Assessment 
Public Participation Interim Guideline, 
(MEP Announcement No. [2006], 28) 

Guideline and requirement for conducting public participation 
and consultation during the environmental impact assessment 
of a sub- project 

Circular on Strengthening the 
Management of Environmental Impact 
Assessment for Construction Projects 
Financed by International Financial 
Organizations, (MEP Announcement 
No. [1993], 324) 

Project funds are sourced from an international organization 
(ADB), the provisions of this circular apply for aspects of the 
environmental impact assessment. 

Industry Directive 

Catalogue for Guiding Industry 
Restructuring (as amended) 

Overall industrial development guidance to control excess 
production capacity and energy consumption. 

Green Credit Policy  

Directive on Green Credit issued by 
China Banking Regulatory 
Commission 

Overall guidance on promoting green credit to support low 
carbon economy, circular economy and improve environmental 
and social performance. 



 

Laws, Regulations and 
Standards 

Relevance to Project 

Land Acquisition and Involuntary Resettlement 

Law of Land Administration of the 
People’s Republic of China 
1-Jan-99 
(latest amendment in August 28, 
2004) 

Establishes broad principles for land acquisition including the 
requirement to pay compensation for land and crops, houses, 
structures as well as loss of livelihood. Empowers provincial 
governments and municipalities to set standard rates for 
compensation through local regulation. 

Implementing Regulation on the 
National Law of Land Administration  
1-Jan-99 

Defines requirement of land acquisition plan and timeframe for 
disbursement of compensation for land acquisition. 

Property Law of People’s Republic Of 
China 
1-Oct-07 

Defines compensation for land use, resettlement allowances 
and compensation for loss of land attachments and in-ground 
crops shall be paid when land is acquired. Such compensation 
shall be used for social protection and restoration of the 
livelihoods of those affected villagers. 

Notice on Further Improving the land 
acquisition and management (Decree 
No. 96) 
26-Jun-10 

Defines the implementation of unified annual output value of 
land and regional composite land price in land acquisition. 
Recommends agriculture based resettlement (land for land 
compensation).  

Methods of Land Acquisition Notice 
(Decree No. 10) 
1-Jan-02 

Establishes requirement for public consultation and 
requirement for public disclosure of land acquisition plan and 
relocation & compensation plan, also defines procedure for 
public hearing. 

Regulation on Heilongjiang Provincial 
Land Administration  
18-Dec-99 
(latest amendment in April 17, 2015) 

Establishes detailed approval authority, compensation and 
resettlement standard. 

Regulation on Heilongjiang Provincial 
Basic Farm Land Protection  
30-June-95 
(latest amendment in Dec 8, 2011) 

Establishes detailed basic farm land protection requirement 

Social Safeguard 

Labor Law (1994) 

Clarified laborers shall have equal right to employment 
and choice of occupation, regardless of their ethnic 

group, race, sex, or religious belief, shall not be 
discriminated against in employment. No force labor, no 
child labor. 

Law on Protection of the Rights and 
Interests of Women, December 
2005 

Protection of employment, welfare, occupational health and 
workplace equality of women; equal rights for allocation of 
farmland and approval of housing sites in rural areas. These 
rights endure after marriage or divorce. 

Flora, Fauna, and Cultural Resources 

Wild Animal Protection Law, 2004 
Protection of listed fauna and flora. Sub-projects must ensure 
they do not threaten any animals on the lists. 

Cultural Relics Protection Law, 2002 
Procedures to record, protect any relics found during 
construction. 

Community Engagement and Grievance Mechanism 

Decree 431– Regulation on Letters 
and Visits (2005); Decree 34 – 
Measures on Environmental Letters 
and Visits (2006) 

Codifies a complaint acceptance mechanism at all 
levels of government and protects the complainants 
from retaliation. 
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APPENDIX 3: ENVIRONMENTAL AND SOCIAL ASPECTS PRELIMINARY 
SCREENING CHECKLIST 

Environmental and Social Aspects Preliminary Screening Checklist 

 

Project name: Location: 

Lending amount ($m) and financial purpose: 

Industry sector: Brief project description: 

Site visit date: Additional technical review 

required:  

 Yes 

 No 

Reviewed by: 

Compliance with applicable requirements—check all that apply: 

 Prohibited Investment Activities List 

 National regulatory requirements 

 Environmental, health and safety permits granted 

 Injuries and fatalities have occurred (how and when: _____________________________) 

 Labor-related fines (when and why: __________________________________________) 

 Environmental incidents and fines (when and why: ______________________________) 

  

Management systems—check all that apply: 

 No written environmental and social policy 

 No written human resources policy (e.g., employee rights/non-discrimination) 

 No written fire/safety plan or emergency prevention/preparedness/response plan 

 No environmental, health and safety training for employees 

 No procedures for managing environmental and social risks 

 No designated person in charge of environmental and social issues 

 No internal process for sharing information 

  

Project site—check all that apply: 

 Non-urban/undeveloped land  

 Proximity to river/stream/pond/lake/sea 

 Proximity to protected area (e.g., forest/endangered species)/ecologically sensitive area (e.g., 

wetland/breeding grounds) 

 Proximity to culturally sensitive/indigenous area 

  

Environmental issues—check all that apply: 



 

Environmental and Social Aspects Preliminary Screening Checklist 

 

Air emissions 

 Boilers 
 Generators 
 Vehicles and equipment 
 Furnaces and incinerators 
 Welding and soldering 
 On-site burning 
 Use of solvents 
 Use of fumigation 
 Evaporation of chemicals 
 Refrigeration plant 
 Use of exhaust ventilation 
  

Waste water 

 Waste water discharged to _____________ 
 Drains and grates 
 Oil separators 
 Separation tanks or filters 
 Reed beds 
 Cut-off valves 
 Foul sewers and septic tanks 
 Water treatment units 
 Cleaning operations 
 Spraying operations 
 De-watering/water pump out 
  

Solid and hazardous wastes 

 Waste generated 
 Types of waste: 

______________________________________
______________________________________
_____________________________ 

 Hazardous waste (e.g., waste oils, pesticide 
washings, solvents, clinical waste, asbestos) 

 Waste disposed to ___________________ 
  

Hazardous chemicals, fuels, and pesticides 

 On-site chemicals or fuels storage 
 Protective measures against leaks/spills 
 Signs of leaks/spills 
 On-site spill clean up equipment 
 Protective measures against rain 
 Signs of corrosion on tanks/containers 
 Secured storage areas against theft 
 Training on proper handling of chemicals and 

fuels 
 Pesticide use and management 

 
Resource consumption 

 Materials used: 
______________________________________
________________________________ 

 Use of renewable natural resources 
 Use of tools and equipment 
 Water source: _______________________ 
 Energy source: ______________________ 
  

Nuisance 

 Dust 
 Noise 
 Odors 
 Fumes 
 Vibrations 
 Traffic congestion and obstructions 
  

Community interactions—check all that apply: 

 No designated person in charge of responding to questions from the community 

 No procedures for managing community complaints 

 Use of security personnel 

  

Social issues—check all that apply: 
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Environmental and Social Aspects Preliminary Screening Checklist 

 

 Land acquisition required 

 Land acquisition been acquired recently (within 2 years) 

 Displacement/resettlement of local settlements 

 Temporary occupation of land that affects the land, housing, assets or livelihoods/business of 

people 

 Impact on local settlements/livelihood 

 Restrictions on land use or access to common properties (e.g. environmental buffer zone) 

 Impact on indigenous peoples 

 Complaints from neighbors/communities 

 On or adjacent to site of cultural/archaeological importance 

 Outstanding issue (e.g. outstanding payment of compensation, complains from affected people 

and/or communities) 

  

Labor issues—check all that apply: 

 No Personal Protective Equipment provided (e.g., safety goggle/hard hat/protective glove) 

 Inadequate employee health and safety measures (e.g., fall prevention/ventilation) 

 Inadequate working conditions (e.g., air quality/lighting/confined spaces/on-site hygiene) 

 Inadequate terms of employment (e.g., working hours/rest breaks/time off/overtime pay) 

 Unequal employment opportunities (e.g., discrimination against gender/ethnic group/age) 

 Payment below minimum wage 

 Employees below minimum age 

 Child or forced labor 

 No process for employees to voice complaints 

 No recognition of employee organizations/labor unions 

  

Additional comments 

 

Involuntary Resettlement: The involuntary resettlement impacts of an ADB-supported project are considered 
significant if 200 or more persons will be physically displaced from home or lose 10% or more of their productive or 
income-generating assets. 
Safeguard Category: The ADB funds cannot be used for any safeguard category A subprojects. 

 



 

APPENDIX 4: ENVIRONMENTAL, INVOLUNTARY RESETTLEMENT, AND 
INDIGENOUS PEOPLES IMPACT CHECKLIST 

Project Data:  

Project Title:  

Location:  

Status (existing facility / New construction):  

 
 
1. Environmental Assessment Checklist 
Instructions: 
(i) The Financial Intermediary ESMS Manager completes this checklist to support the 
environmental classification of a project. 
(ii) Answer the questions assuming the “without mitigation” case. The purpose is to identify 
potential impacts. Use the “remarks” section to discuss any anticipated mitigation measures. 

Screening Questions  
(Please elaborate in answers the remarks 

column) 
Yes No Remarks 

A. Project Siting 

Is the Project area adjacent to or within any of the 
following environmentally sensitive areas? 

   

• Cultural heritage site    
• Protected Area    
• Buffer zone of protected area    
• Special area for protecting biodiversity    
• Wetland    
• Urban Area    

B. Potential Environmental Impacts Will the 
Project cause: 

   

• Alteration of surface water hydrology of 
waterways crossed by roads and resulting in 
increased sediment in streams affected by 
increased soil erosion at the construction site? 

   

• Damage to sensitive habitats by construction of 
underground cables? 

   

• Deterioration of surface water quality due to silt 
runoff, sanitary wastes from worker-based camps 
and chemicals used in construction? 

   

• Increased local air pollution due to rock crushing, 
cutting and filling? 

   

• Risks and vulnerabilities related to occupational 
health and safety due to physical, chemical, 
biological, and radiological hazards during project 
construction and operation? 

   

• Chemical pollution resulting from chemical 
clearing of vegetation for construction site? 

   

• Noise and vibration due to blasting and other civil 
works? 
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• Dislocation or involuntary resettlement of people?    
• Disproportionate impacts on the poor, women and 

children, Indigenous Peoples or other vulnerable 
groups? 

   

• Social conflicts relating to inconveniences in living 
conditions where construction interferes with pre-
existing roads? 

   

• Hazardous driving conditions where construction 
interferes with pre-existing roads? 

   

• Creation of temporary breeding habitats for 
vectors of disease such as mosquitoes and 
rodents? 

   

• Dislocation and compulsory resettlement of 
people living in right-of-way of the power 
transmission lines? 

   

• Environmental disturbances associated with the 
maintenance of lines (e.g. routine control of 
vegetative height under the lines)? 

   

• Facilitation of access to protected areas in case 
corridors traverse protected areas? 

   

• Disturbances (e.g. noise and chemical pollutants) 
if herbicides are used to control vegetative 
height? 

   

• Large population influx during project construction 
and operation that cause increased burden on 
social infrastructure and services (such as water 
supply and sanitation systems)? 

   

• Social conflicts if workers from other regions or 
countries are hired? 

   

• Poor sanitation and solid waste disposal in 
construction camps and work sites, and possible 
transmission of communicable diseases from 
workers to local populations? 

   

• Risks to community safety associated with 
maintenance of lines and related facilities? 

   

• Community health hazards due to 
electromagnetic fields, land subsidence, lowered 
groundwater table, and salinization? 

   

• Risks to community health and safety due to the 
transport, storage, and use and/or disposal of 
materials such as explosives, fuel and other 
chemicals during construction and operation? 

   

• Community safety risks due to both accidental 
and natural hazards, especially where the 
structural elements or components of the project 
(e.g., high voltage wires, and transmission towers 
and lines) are accessible to members of the 
affected community or where their failure could 
result in injury to the community throughout 
project construction, operation and 
decommissioning? 

   

C. Climate Change and Disaster Risk Questions 
The following questions are not for environmental 
categorization. They are included in this checklist to 

   



 

help identify potential climate and disaster risks. 
• Is the Project area subject to hazards such as 

earthquakes, floods, landslides, storm surges, or 
volcanic eruptions and climate changes? 

   

• Could changes in precipitation, temperature, 
salinity, or extreme events over the Project 
lifespan affect its sustainability or cost? 

   

• Are there any demographic or socio-economic 
aspects of the Project area that are already 
vulnerable (e.g. high incidence of marginalized 
populations, rural-urban migrants, illegal 
settlements, ethnic minorities, women or 
children)? 

   

• Could the Project potentially increase the climate 
or disaster vulnerability of the surrounding area 
(e.g., increasing traffic or housing in areas that 
will be more prone to flooding, by encouraging 
settlement in earthquake zones)? 

   

 
 
2. Involuntary Resettlement Impact Screen Checklist 

Probable Involuntary Resettlement Effects Yes No Remarks 

A. Project Involving Prior Land Acquisition    

Will the project involve use of land previously 
acquired within 2 years 

  If yes, check whether there 
are outstanding issues 

With outstanding issues (e.g. outstanding payment of 
compensation) 

  If yes, shall not be 
considered for financing by 
the ADB fund 

B. Project Involving New Land Acquisition 
   

Land acquisition required 
  If yes, shall not be 

considered for financing by 
the ADB fund 

C. Other Social impact 
   

Will people lose or restrict access to natural 
resources, communal facilities and services due to 
the subproject development (e.g. brownfield project)?  

  
If yes, prepare social 
impact assessment and 
management plan 

 
 
3. Indigenous People Impact Screen Checklist 

Key Concerns 
(Please elaborate in answers the remarks 

column) 
Yes No Remarks 

A.   Indigenous Peoples Identification    

1. Are there socio-cultural groups present in or use 
the project area who may be considered as "tribes" 
(hill tribes, schedules tribes, tribal peoples), or 
"indigenous communities" in the project area? 

   

2. Are there national or local laws or policies as well 
as anthropological researches/studies that consider 
these groups present in or using the project area as 
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belonging to scheduled tribes, tribal peoples, national 
minorities, or cultural communities? 

3. Do such groups self-identify as being part of a 
distinct social and cultural group? 

   

4. Do such groups maintain collective attachments to 
distinct habitats or ancestral territories and/or to the 
natural resources in these habitats and territories? 

   

5. Do such groups maintain cultural, economic, social, 
and political institutions distinct from the dominant 
society and culture? 

   

6. Do such groups speak a distinct language or 
dialect? 

   

7. Have such groups been historically, socially, 
economically marginalized, disempowered, excluded, 
or discriminated against? 

   

8.  Are such groups represented as "Indigenous 
Peoples" or "scheduled tribes" or "tribal populations" 
in any formal decision-making bodies at the national 
or local levels? 

   

B. Identification of Potential Impacts    

9.  Will the project directly or indirectly affect 
Indigenous Peoples? 

   

10. Will the project directly or indirectly affect 
Indigenous Peoples' traditional socio-cultural and 
belief practices? (e.g. child-rearing, health, education, 
arts, and governance)? 

   

11. Will the project affect the livelihood systems of 
Indigenous Peoples? (e.g., food production system, 
natural resource management, crafts and trade, 
employment status)? 

   

12. Will the project be in an area (land or territory) 
occupied, owned, or used by Indigenous Peoples, 
and/or claimed as ancestral domain? 

   

C. Identification of Special Requirements Will the 
project include: 

   

13. Commercial development of the cultural 
resources and knowledge of Indigenous Peoples? 

   

14. Physical displacement from traditional or 
customary lands? 

   

15. Commercial development of natural resources 
(such as minerals, hydrocarbons, forests, water, 
hunting or fishing grounds) within customary lands 
under use that would impact the livelihoods or the 
cultural, ceremonial, spiritual uses that define the 
identity and community of Indigenous Peoples? 

   

16. Establishing legal recognition of rights to lands 
and territories that are traditionally owned or 

   



 

customarily used, occupied or claimed by Indigenous 
Peoples? 

17.  Acquisition of lands that are traditionally owned 
or customarily used, occupied or claimed by 
Indigenous Peoples? 

   

 
D. Anticipated project impacts on Indigenous Peoples 

Project Component / Activity/ 
Output 

Anticipated Positive 
Effect 

Anticipated Negative 
Effect 

1. 
  

2. 
  

3. 
  

*: Need to be noticed, according to subproject selection criteria, subproject negative impacts on 
indigenous people shall not be considered for financing by the ADB fund. 
 
 
 

Overall Conclusion on Subproject social safeguard Category (circle one for each): 

Environment Category  
Involuntary 

Resettlement 
Category 

 
Indigenous Peoples 

Category 

A           B           C 

Reason for 

conclusion: 

 

 

 

 

Notes: 

 A           B           C 

Reason for 

conclusion: 

 

 

 

 

Notes: 

 A           B           C 

Reason for 

conclusion: 

 

 

 

 

Notes: 

 

 Name Position Date 

Prepared by:                                                                                                    

Reviewed by:                                                                                                    

Endorsed by:                                                                                                    
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APPENDIX 5: SUBPROJECT SELECTION CRITERIA 

A. Subproject Selection Procedure 

1. A two-step project election process has been designed. Detailed Subproject screening 
and selection criteria have been prepared to ensure that Subprojects meeting the development 
objectives of the project and complying with relevant ADB policies are selected to receive either 
financing support by ADB loan proceeds. In order to provide guidance to the cities’ PMOs and the 
financial Intermediaries to undertake the screening, appraisal and approval of Subprojects in a 
phased and structured manner as described above.  

B. Subproject Screening Criteria 

(i) The proposed Subproject does not involve coal-related businesses.  

(ii) The proposed Subproject does not require new land acquisition. If the land has been 

acquired within last two years, the respective city government’s PMO need to confirm 
the land has been acquired by the local governments after paying compensation to 

affected people.  

(iii) The Subproject should not result in net labor retrenchment.  

(iv) The industrial plant where the Subprojects is to be located is in compliant with all the 

relevant government approvals including environment permits and it should not be 

belong to an industry that is designated as to be phased out under obsolete technology 

category or industrial overcapacity category.  

(v) Subproject should not involve any prohibited activities under the ADB safeguard policy 

(see ESMS). 

(vi) The Subproject should comply with the industry policies of Heilongjiang Province. 

Normally, the project should belong to the encouraged and prioritized sectors, supported 

technologies by the respective city or Heilongjiang provincial government. But, if the 

small and medium enterprise is another sector with large diversification and employment 

generation sectors it should not be excluded.  

(vii) Project company annual revenue should in general not exceed CNY 30million, but for 

special reasons such as significant diversification, job creation, gender inclusive, 

inclusive business or such other reason acceptable to ADB a project company with 

annual revenue of up to CNY 50million are eligible.  

C. Subproject Approval Criteria 

2. To guide the respective city government in approving Subprojects detail approval criteria 
has been set for technical and financial ratios. If a particular Subproject from a sector supported 
by national or provincial government does not meet these ratios, the respective city government’s 
PMO is required to justify why small and medium enterprise financing platform (SMEFP) should 
support the Subproject based on relevant government policies and overall non-coal-related  
objectives of SMEFP.  

D. Technical Criteria 

3. All subprojects must meet the following criteria, in particular: 



 

(i) Baseline for economic activity in the sector in the respective city shall be 

established before the subprojects are being implemented. 

(ii) Economic activity generated by the subprojects after implementation shall be 

monitored and recorded.  

(iii) All subprojects must use proven technologies with reliable, measureable outputs. 

(iv) All subprojects must be located in the geographic jurisdictions of the respective 

cities. 

(v) All subproject must have good growth potential;  

(vi) It will be a strong plus if the SME is owned and managed by a woman 

entrepreneur. 

 

E. Subproject Financial Criteria 

4. All subprojects must be financially viable. The financial analysis should be prepared in 

accordance with ADB financial Management and Analysis of Projects guidelines.  The financial 

internal rate of return (FIRR) shall be greater than the weighted average cost of capital (WACC). 

The FIRR should also exceed the WACC under several plausible adverse scenarios. 

 

5. For subprojects applying for a working capital loan, the selection criteria of the respective 

financial intermediaries, acceptable to ADB shall be adopted and applied.  

 
F. Subborrower Financial Criteria 

6. All subborrowers must be meet the following criteria, in particular: 

(i) All subborrowers must be financially creditworthy and not have a poor credit 

record, as recorded in the People’s Bank of China credit history database.  

(ii) The subborrowers must be capable to contribute a minimum of 20% of the total 

subproject investment cost as counterpart financing.  

(iii) The subborrowers shall commit to enhance capacities in project planning, 

financing, implementing and monitoring during the subproject preparation and 

implementation periods.  

G. Subproject Environmental and Social Safeguards Criteria 

7. All subprojects must meet the following criteria, in particular: 

(i) The subprojects must not involve any land acquisition or housing demolition.20  

(ii) The subproject must not have any negative impacts on indigenous people (ethnic 

minorities).21 

(iii) The subprojects must not be located in any designated environmental protection 

zone and cultural heritage site. 

(iv) The subprojects must not support enterprises which have activities involving 

                                                           
20 The subproject proposal will be screened through an involuntary resettlement impact screening checklist in 

accordance with procedures contained in the project’s ESMS.  
21 The subproject proposal will be screened through an ethnic minorities impact screening checklist. 
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commercial development of cultural resources of Indigenous Peoples without 

their consent for the commercialization of such resources. 

(v) Each subproject must be designed, constructed, and operated in accordance 

with relevant national and provincial environmental and social laws and 

regulations. 

(vi) Subproject must meet requirements of the ESMS developed for the loan project, 

(vii) Initial Poverty and Social Assessment and Summary Poverty Reduction and 

Social Strategy shall be prepared for all subprojects. 

(viii) Each subproject must acquire proper approvals from proper national and 

provincial authorities in-charge. and 

(ix) The subprojects shall not result in labor retrenchment and labor redundancies. 

 

8. In the event that a subproject has good employment generation potential, but does not 

meet some of these criteria, the municipal government and the financial intermediary, may 

consider and recommend to ADB, ADB will review and approve.  

 

APPENDIX 6: SUGGEST OF ENVIRONMENTAL AND SOCIAL DUE DILIGENCE 
REPORT 

Introduction 

(i) Subproject description: title, type of subproject, location and setting, amount, size 

(production capacity, number of staff, etc.) 

(ii) Environmental and social categorization and rationale 

(iii) Applicable Environmental and Social Requirements. 

Scope of Review and Methodology 

(i) Documents reviewed (e.g., environmental assessment reports, social impact 

assessment and management plan, indigenous peoples plan, or environmental and 

social compliance audit reports, copies of permits/licenses) 

(ii) Methodology adopted (Site visit, inspection report, etc.) 

Compliance and liability (by relevant safeguard requirements applicable for the specific 

subproject, examine environmental and social issues and compliance) 

Examine issues in terms of environmental, involuntary resettlement and indigenous peoples 

impacts, mitigation measures to address these issues (or corrective action plan for existing 

facilities) and compliance status with applicable ADB environmental and social safeguard 

requirements and national laws, regulations, and standards: 

Environmental Safeguards 

(i) appropriate identification of major anticipated environmental impacts and risks 

(ii) adequacy of environmental assessment (for category A subprojects, it shall not be 

considered for financing by the ADB fund) 

(iii) compliance status with applicable requirements on (i) information disclosure, (ii) 

consultation with affected people and other stakeholders, (iii)  occupational and 



 

community health and safety, biodiversity conservation and sustainable natural 

(iv) resource management, and physical cultural resources 

(v) adequacy of mitigation measures and EMP (mitigation measures, monitoring and 

reporting, institutional arrangement, budget), or corrective action plan for existing 

facilities, if any 

Post construction phase report on i) number of trees felling due to projects, compensatory 

afforestation status, any gap or improvement ii) rehabilitation of borrow areas, iii) soil erosion 

control measures, embankment protection measures, iv) re development of quarry areas, v) 

restoration of camp sites and plant sites, vi) any enhancement of community assets, and vii) 

provision of any facility out of public demand 

During operation phase report on i) compliance status of EMP ii) environmental monitoring 

reports iii) institutional arrangement in place for implementation and monitoring of EMP iv) 

plantation maintenance measures v) impact on sensitive receptors 

Involuntary Resettlement Safeguards 

(i) appropriate identification of major anticipated involuntary resettlement impacts and risks 

(including both physical displacement and economic displacement), if subproject 

involves any land acquisition or housing demolition, it shall not be considered for 

financing by the ADB fund. 

(ii) adequacy of assessment of social impacts, information disclosure and consultation with 

affected people and other stakeholders 

(iii) adequacy of compensation and benefits for impacted persons 

(iv) adequacy of social impact and management plan (measures to enhance or restore the 

livelihoods of affected people, monitoring and reporting, institutional arrangement, 

budget), or corrective action plan for existing facilities, if any 

Indigenous Peoples Safeguards 

(i) appropriate identification of major anticipated impacts on Indigenous Peoples (including 

potential impacts on traditional or customary lands under use, and impacts on cultural 

resources) 

(ii) adequacy of information disclosure and meaningful consultation 

(iii) broad community support, where applicable 

(iv) adequacy of measures to avoid adverse impacts, subproject negative impacts on 

indigenous people shall not be considered for financing by the ADB fund 

(v) adequacy of Indigenous Peoples plan (benefit sharing, monitoring and reporting, 

institutional arrangement, budget), or corrective action plan for existing facilities, if any 

Adequacy of grievance redress mechanism arrangements 

Recommend mitigation measures, or corrective action plans, if gaps are identified; 

Provide details on local employment generated during construction as well as operation phase. 

Report on CSR (corporate social responsibility) activities undertaken. 

For existing facilities including subprojects under construction, examine whether the 

subproject company paid pollution charges or fines/penalties for non-compliance in the last 

two years in accordance with national laws, whether the subproject company is exposed to 

potentially significant liabilities, such as those arising from known or suspected 
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land/groundwater contamination, major accidents and incidents related to the company’s past 
or ongoing operations, health and work safety measures, community severance issues, and 

state further actions required/planned by the subproject, in particular actions to address any 

non-compliance problems and liabilities. Also examine whether there are complaints from the 

public or local communities on the subproject company’s environmental and social 
performance. 

State any risk control or mitigation measures to be taken by the subproject, such as conditions, 

loan covenants or monitoring and reporting requirements 

 

Other subproject specific issues, if any  

 

 

Conclusion and Recommendations 

 

 



 

APPENDIX 7: SUGGESTED OUTLINE ANNUAL ENVIRONMENTAL AND SOCIAL 
MONITORING REPORT FOR SUBPROJECT COMPANY 

A. Introduction 

Describe scope of report and reporting period, and overall project implementation 

progress. 

B. Progress 

Progress in implementing the following (where applicable) environmental management 

plan/environmental monitoring plan/environmental and social management system 

C. Compliance 

Compliance with ADB loan covenants and applicable government laws, regulations and 

requirements 

D. Significant Events 

Significant events or issues encountered, or changes in project scope and corresponding 

safeguard measures undertaken, if applicable 

E. Summary 

Summary of monitoring report findings 

F. Follow-Up Actions Required (If Any) 

 

G. Summary/Conclusion 

 

*Notes:  

1. The report should include the name, signature, position and contact address of the person submitting 

the report to Financial  Intermediary. 

2. Above outline is indicative and could be tailored-fit to the subproject. 

3. In case a subproject is assisted by an external or independent panel, the panel’s environmental and 
social issues monitoring report will suffice. 

 



 

APPENDIX 8: SUGGESTED FORMAT OF ANNUAL ESMS PERFORMANCE 
REPORT TO ASIAN DEVELOPMENT BANK 

Please provide responses to the questions below. Please include additional sheets or attachments as required to 

provide details on questions that have been answered “Yes” 
Name of Organization   

Completed by (name):   

Position in organization:  Date:  

Reporting period  From:                       To: 

Portfolio Information 

Report Covering Period 

From: To: 

  

 

For the report period, please provide the following information about your portfolio where applicable: 

Financial Intermediary Business Lines  

Product line 
 

Description 
 

Total exposure 
outstanding for most 
recent FY year end 

(in US$) 
 

Average loan or 
transaction size 

(in US$) 
 

Retail 
banking/Consumer 
loans  
 

Loans or other financial products for 
individuals (includes retail housing 
finance and vehicle leasing) 

 

  

Long term: 
Transactions with tenor greater than 12 months 
 
SME  
 

Any lending, leasing or other financial 
assistance to any corporate or legal 
entity other than an individual, with 
individual transactions less than US$ 
0.7 million (RMB 5 million)22 
 

  

Project finance/Large 
Corporate finance 
 

Any lending, leasing or other financial 
assistance to any corporate or legal 
entity other than an individual, with 
individual transactions larger than US$ 
0.7 million (RMB 5 million)  
 

  

Trade finance 
 

   

Short term (ST): 
Transaction with tenor less than 12 months  

ST Corporate finance    
ST Trade finance 
 

   

Other  

                                                           
22 The transaction amount could adjust according to  the Financial Intermediary’s SME definition  



 

Product line 
 

Description 
 

Total exposure 
outstanding for most 
recent FY year end 

(in US$) 
 

Average loan or 
transaction size 

(in US$) 
 

Other (if applicable) 
 

Please describe 
 

  

Exposure by Industry Sectors 

If there is any exposure in the area of SME finance please provide an indicative % of portfolio 

that these sectors represent of the total SME portfolio.  

S. No 

 Industrial Sector 

% of Corporate 
portfolio)  

 

 Animal Production    

 Apparel    

 Chemicals    

 Collective Investment 
Vehicles   

 

 Common Carriers    

 Construction and Real 
Estate   

 

 Consumer Goods    

 Crop Production    

 Electrical Equipment, 
Appliances and 
Components   

 

 Fabric Mills    

 Fabricated Metal 
Product Manufacturing   

 

 Finance & Insurance    

 Finishing (Dyeing, 
Printing, Finishing, etc.)   

 

 Fishing    

 Food & Beverages    

 Forestry    

 Furniture and Related 
Products   

 

 Integrated Textile 
Operation (Spinning, 
Weaving/Knitting, but 
no Garment )   

 

 Internet Projects    

 Leather and Allied 
Products   

 

 Machinery and Other 
Industrial   

 



 

 

S. No 

 Industrial Sector 

% of Corporate 
portfolio)  

 

 Nonmetallic Mineral 
Product Manufacturing   

 

 Oil, Gas and Mining    

 Plastics & Rubber    

 Primary Metals    

 Printing & Publishing    

 Pulp & Paper    

 Spinning (Yarn, 
Including Integrated 
with Fiber Production)   

 

 Telecommunications    

 Textiles - Others    

 Transport Service    

 Transportation 
Equipment   

 

 Utilities    

 Warehousing & 
Storage   

 

 Wholesale and Retail 
Trade covering any of 
the following. Gasoline 
stations, dry cleaners, 
printing, large auto and 
truck fleets, 
photographic film 
processing and any 
operations involving the 
use of any chemical of 
biological wastes or 
materials  

 

 Wood Products    

 

 

If engaged in long term project finance/corporate finance, please provide information on top ten 

(10) clients meeting the following conditions: Longer than 12 months tenor; larger than US$ 1 

million outstanding exposure 

 



 

Financial 

Institution/Project 

name 

Type of loan (large 

corporate/SME/trade 

finance)  

 

Tenor of 

loan(months)  

 

Value of 

exposure 

(US$ mn)  

 

Industry 

Sector* 

 

Any 

environmental 

and social 

risks and 

measures 

taken to 

mitigate the 

risks 

      

      

      

      

      

      

      

      

      

      

SME = small- and medium-sized enterprise.  

* Please use any standard classification or the sectors listed in the earlier table.  

 

Environmental and Social Management System 

  
Policies and Processes 

  
Yes/No 

 

Has your organization developed and 
implemented an ESMS? 

 If yes, please attach a copy of the 
ESMS to this report. 

If there is an ESMS already in place, have there 
been any updates to the ESMS or policy and 
procedures adopted by your organization during 
the reporting period? 

 If yes, please provide a copy of the 
updates including dates and 
reasons for the same. 

Has senior management signed off on the 
updated policy/procedure? 

 If yes, please provide the date and 
internal communication indicating 
the same. 

Please give details of any transactions rejected on 
environmental, health, safety or social grounds. 

  

Please state any difficulties and/or constraints 
related to the implementation of the environmental 
and social procedures. 

  

Please describe how you ensure that your clients 
and their projects are operated in compliance with 
the National laws and regulations. 

  

Please give details of any material environmental 
and social issues associated with borrowers 
during the reporting period in particular. 

  

Capacity Yes/No  
Please provide the name and contact information 
of the Environmental Officer or Coordinator who 
has the overall responsibility for the 
implementation of ESMS. 

 Please describe the training or 
learning activities the Environmental 
Officer or Coordinator attended 
during year. 



 

 

  
Policies and Processes 

  
Yes/No 

 

Please provide current staffing of other core 
ESMS persons in the organization involved with 
ESMS implementation. 

 Please describe the training 
provided to the ESMS persons and 
other team members during year. 

What was the budget allocated to the ESMS and 
its implementation during the year? 

 Please provide budget details 
including staff costs and training as 
well as any actual costs. 

Monitoring Yes/No  
Do you receive any non-financial reporting from 
industrial projects that you finance? 

 If yes, please describe and provide 
supporting documents including any 
environmental and social 
considerations if applicable. 

Do you check for ongoing compliance of your 
projects with national regulation and any other 
requirements? 

 If yes, please describe the process 
including any environmental and 
social considerations if applicable. 

Please describe how you monitor the client and 
project environmental and social performance. 

 Please describe and provide 
supporting documents and please 
provide information on the number of 
projects where a field visit was 
conducted by staff to review aspects 
including environmental and social 
issues. 

Please provide details of any accidents/ litigation/ 
complaints/regulatory notices and fines: 
- Any incidents of non-compliance with the E&S 

Requirements  
- Covenants/ conditionalities imposed by the 

ADB as a result of any non-compliance 

  

Reporting Yes/No  
Is there an internal process to report on 
environmental and social issues to Senior 
management? 

 If yes, please explain the process, 
reporting format and frequency and 
actions taken if any. 

Do you prepare any environmental and social 
reports: 
- For other MLAs 
- Other stakeholders 
- E&S reporting in the Annual Report 
- Sustainability reports 

 If yes, please provide copies of these 
reports. 

Prohibited Investment Activities List 

ADB Activities on ADB Exclusion List 
If any, please indicate the dollar percentage of loans or 
investments out of your total outstanding exposure provided to 
clients who are substantially involved in ADB excluded activities. 

 
         % 

If the percentage is not zero, please explain these exposures and 
any steps having been taken to reduce such exposure. 

 

 

Sustainable Finance 

Sustainable Finance 
Have you made any investments in projects that have environmental and social benefits such as 
investing in management systems, energy efficiency, renewable energy, cleaner production, pollution 
management, supply chain greening, corporate social responsibility, community development etc? 



 

Please list these in the format provided below: 
Project 
Name 

Value financed by the Financial Institution 
(US$ million) 

Type of Environmental 
and Social benefit23 

   

   

   

   

                                                           
23  Examples are cleaner production, energy efficiency, renewable energy, carbon finance, management system 

improvement, sustainable supply chain, corporate social responsibility, etc.  



 

 

APPENDIX 9: ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEM 
ARRANGEMENT CHECKLIST FOR SENIOR MANAGEMENT APPROVAL 

Environmental and Social Management System Approval Checklist for Senior Management 
Name of Financial Institution: ____________________________________________________ 
Name(s) of Senior Managers: ____________________________________________________ 
Approval date: ________________________________________________________________ 

ESMS policy and management commitment—check all that apply: 

 Policy with regard to environmental and social (E&S) risk management 
 ESMS policy approved by senior management 
 ESMS specifies types of investments and/or loans and activities it applies to (e.g., entire 

portfolio/investment type) 
ESMS process and procedures—check all that apply: 

 Documented process to assess environmental and social impacts and risks of its projects 
 ESMS specifies applicable requirements (e.g.,ADB exclusion list/national laws and/or ADB 

Safeguard policy) 
 Environmental and social due diligence process integrated with risk assessment procedures 
 Project site visits conducted as part of risk assessment procedures 
 Review of borrower’s applicable environment, health and safety permits 
 Loan agreements contain covenants requiring ongoing compliance with applicable 

requirements (e.g., national laws) 
Environmental and social monitoring and record keeping—check all that apply: 

 Process for monitoring ongoing compliance with applicable requirements 
 Borrowers required to report accidents/incidents within reasonable timeframe 
 Borrowers required to provide periodic reports pertaining to E&S performance of projects 

ESMS internal feedback and continuous improvement—check all that apply: 

 Process for periodically reporting Environmental and Social performance information internally 
to senior management 

 Continuous improvement process in place to revise and update ESMS (e.g., changes in 
national law/international best practices) 

Environmental and social external reporting—check all that apply: 

 Annual reporting on E&S performance to ADB 
 ADB 

ESMS roles and responsibilities—check all that apply: 

 Designated ESMS officer 
 Designated ESMS environmental coordinator(s) 
 Description of ESMS responsibilities of different roles 

ESMS capacity and resources—check all that apply: 

 Process for communicating ESMS policy and procedures across Financial Institution  
 ESMS includes tools (e.g., checklists/guidance notes) for its implementation 
 Budget allocated for ESMS training 
 Training plan for ESMS implementation 

ESMS   =  environmental and social management system



 

APPENDIX 10: SUMMARY OF THE FOUR POTENTIAL FINANCIAL INTERMEDIATION LOAN SUBPROJECTS  

1. Name of company 
Dong Zhi Xing Vegetables 

and Fruits Ding Zun Biotechnology Golden Dragon Rice Qingshan Biotechnology 
2. Location (village 

and county)  
Qitaihe  Hegang  Hegang Shuangyashan 

3. Sector  and/or key 
production  

Vegetables and fruits 
production and processing 

Black fungus mushroom stick 
production 

Rice production Shiitake mushroom stick 
production 

4. Year of 
establishment  

 
2015 2004 

 

5. Number of 
employee  

150. Most of them are 
workers from the initial 
vegetable processing unit. 
Once the high-calcium 
vegetable business unit is 
introduced, there will be 50 
additional workers. 

200 30 
 

6. Proposed loan 
amount 

 Hope to take on CNY20 
million of loan to buy 
production materials, build 
additional cold storage space, 
and recycle production 
wastes. 

Hope to take on 500–800 
million of loan 

Hope to take on CNY500 
million of loan to produce 
mushroom stick, future plans, 
including take on CNY2,000 
million of loan to build plant 
and buy production 
equipment, and develop 
ecotourism. 

7. Scale of operation 
(CNY)  

2016 revenue 23 million  2016 revenue 11 million 2016 revenue 20 million  
 

8. Profitability  2016 net profit 3 million 2016 net profit 2 million 2016 net profit less than 1 
million 

 

9. Beneficiary 
population 
number (All) 

(i) The company signs 
vegetable purchasing 
contract with 209 farmer 
households.  

(ii) The company provides 
seeds, fertilizers, 
technical guidance to the 
farmers who signed 
contracts with the firm. 

Ding Zun sells its black 
fungus sticks to 4,000 farmer 
households to grow black 
fungus. Most of the 
customers are low-income ex-
forestry farm workers. 

100 households, average 
household plant 90–100 mu 
rice 

206 greenhouses, lead 200 
low income people cultivation 
mushroom 

10. Started by female 
entrepreneurs 

65% of workers are female.  There is no female 
entrepreneur in the 
management team.  

Started by female 
entrepreneurs 

Female entrepreneur, one of 
10 greatest agriculture people 



A 

 

1. Name of company 
Dong Zhi Xing Vegetables 

and Fruits Ding Zun Biotechnology Golden Dragon Rice Qingshan Biotechnology 
11. Create positive 

environmental 
impacts  

 
Ding Zun builds its own waste 
water treatment plant to 
process waste water from its 
production. Ding Zun plans to 
collect used black fungus 
sticks from its customers and 
process them into soil-less 
incubator for rice. The new 
line of product can potentially 
absorb a large amount of 
wastes from the company 
production.  

Cultivate functional rice can 
reduce the use of pesticide 
and chemical fertilizer, 
furthermore, it can improve 
soil.  

 

12. Key leaders' 
mindset 

(i) 30 people in the 
management team. 

(ii) The CEO was in the 
restaurant industry. 
Started in agriculture 
since 2009. Started 
researching the high-
calcium vegetable 
business in 2015. 

The management team has 
professional background in 
forestry management and 
black fungus industry. The 
management team is open to 
be incubated and explore new 
areas of development.   

  

13. Business 
development 
services needs  

(i) Need technical support to 
figure out how to ensure 
that rice absorbs the 
calcium from the high-
calcium vegetable 
products.  

(ii) Need to further explore 
sales and marketing 
channels and build better 
brand awareness 

 
Products design, training, 
brand promotion, and 
marketing management 

 

14. Recommendations FIL candidate  FIL candidate  FIL candidate  FIL candidate  

FIL = financial intermediation loan.   

 

 

 

 

 
 

 


