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FINANCIAL INTERMEDIARY: ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEM 
ARRANGEMENT 

 
1. Exacta Asia Investment II, L.P. (Exacta II) intends to invest in non-auction opportunities in 
the core target countries of Indonesia, Malaysia, Philippines, Singapore, Thailand and Viet Nam. 
Exacta II could also invest opportunistically in Cambodia, Lao PDR and Myanmar. The fund's 
general partner is Exacta Capital Partners (Exacta). It is the successor to Mizuho ASEAN 
Investment (MAI), which is the general partner of the first fund managed by Mizuho Asia Partners 
(MAP). Mizuho Bank is the co-founder of Exacta and will act as an anchor sponsor for the fund. 
Mizuho Bank has adopted the Equator Principles (EP) and cascades its EP commitments to its 
subsidiaries. Exacta II will target lower middle-market companies with enterprise values of $25 to 
$125 million, and annual revenues between $5 and $50 million. Exacta II will be a sector agnostic 
fund. 
 
2. Potential fund investee business activities are not expected to generate significant 
environmental and social impacts or risks, require involuntary resettlement or adversely or 
beneficially affect distinct and vulnerable ethnic minority communities. The fund is not expected 
to invest in business activities that may require major infrastructure development. Proposed 
investee business activities have been assessed as not having significant adverse environmental 
impacts that are irreversible, diverse, or unprecedented that may affect an area larger than the 
sites or facilities subject to physical works or that may affect environmental sensitive areas. 
Exacta’s list of potential investments may have potential environmental and occupational, health 
and safety impacts because of operation and expansion of facilities such as restaurants and retail 
stores. These environmental impacts are however expected to be site-specific, few if any of them 
are irreversible, and in most cases mitigation measures can be readily designed. Potential 
investments are mostly small-scale and within existing investee facilities. 
 
3. Findings. [This information has been removed as it falls under the exception to disclosure 
in ADB’s Access to Information Policy, para. 17.2.(v)]. The ESMS requires the engagement of 
qualified consultants to provide support in its implementation and capacity building of Exacta’s 
personnel. The ESMS screens against an exclusion list equivalent to the Asian Development 
Bank’s (ADB) Prohibited Investment Activity List and screens for compliance against applicable 
national regulatory requirements, International Finance Corporation (IFC) Performance 
Standards, International Labour Organisation (ILO) Core Labour Standards, IFC Environment, 
Health and Safety (EHS) Guidelines and other applicable industry specific guidelines. 
Investments are classified by one of four types of risk category (A, B+, B and C). While the 
investment classification is in alignment with ADB Safeguard Policy Statement (SPS) category 
classifications, the ESMS will be enhanced to ensure that categorization for environment, 
involuntary resettlement and indigenous peoples for all potential investments are fully aligned with 
the SPS and the required level of detail for Environmental & Social (E&S) due diligence 
commensurate with the E&S risk categorization will be undertaken. The ADB team was able to 
review an environmental and social due diligence undertaken for the fund using the ESMS and 
found it adequate to meet SPS requirements. 

 
4. While the fund is not expected to invest in category A business activities, the ESMS 
includes procedures and requirements for screening, assessing, reviewing, implementing and 
monitoring investments that are assessed as category A for environment. An environmental, 
social, and governance (ESG) subcommittee currently comprised of participating development 
finance institutions (DFI), provides review and advice to Exacta’s potential investments. For any 
category A investments, the DFIs and other stakeholders will advise on investment scoping; 
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additional actions that may be required to assure compliance, if any; and review the terms of 
reference of the external consultant that will be engaged to conduct the E&S assessment. For 
any environment category A investment, Exacta will be required to meet SPS disclosure 
requirements. ADB can join the ESG subcommittee once its participation in the fund is confirmed.  
  
5. ESMS Arrangements. As a Limited Partner (LP) in the fund, ADB has sought and can 
exercise an excuse right to not contribute capital to any investment that breaches the ESMS. 
Exacta has committed to early consultation with ADB to seek concurrence on the investment risk 
categorization and advice on necessary environmental and social assessments to ensure 
compliance with its ESMS. Investment risk screening and categorization, due diligence findings 
and any additional documents required for regulatory approvals and to comply with the SPS will 
be included in the fund investment committee proposal and the capital call to ADB. Exacta will 
ensure that any corrective action recommendations that are to be undertaken by the investee are 
achievable, time-bound and agreed upon prior to the final investment decision. 

 
6. The ESMS contains screening and categorization procedures for each potential 
investment. The investment team, supported by the E&S officer will conduct initial due diligence 
using the E&S screening checklist, which screens potential investments against an Exclusion List 
and compliance to applicable national, international and industry-specific requirements, standards 
and policies. The result of the initial screening and review of documentation requirements will 
inform the risk rating categorization of the investment. Categorization considerations include the 
type of industry, location, magnitude and scale of the project and the corresponding impacts, 
cumulative impacts, track record of the developer/regulatory authorities/contractors and the 
industry. 

 
7. A detailed review for potential investments will be conducted after the initial screening and 
categorization process. The E&S Officer or external consultant (EC) will review all E&S 
documentation, results of assessments, and conduct site visits. An enhanced due diligence 
process involving the engagement of an E&S external consultant (EC) by the fund, will be 
conducted for investments with a "A" high risk rating. The fund will inform its DFIs and other 
stakeholders who will advise on scoping investment and if additional or subsequent actions are 
required. Terms of reference for such actions, which lay out the scope of work required during the 
assessment, must be submitted to the DFIs. A template terms of reference for the E&S EC is 
included in the ESMS. 

 
8. It is at Exacta’s discretion whether to engage an E&S EC for potential investments with 
"B+" and "B" risk rating. For category "B+" investments, a site assessment report and corrective 
action plan (CAP) will be developed and presented to the fund's investment committee (IC) for 
approval. For category "B" investments, a due diligence report prepared by the E&S Officer 
summarize all findings, including key environmental, social and governance (ESG) risks and 
opportunities, its view on the portfolio company’s CCTR, gaps noted, and corrective actions taken. 
Findings from the due diligence will be presented to the IC. For category "C" investments, an 
internal ESG assessment will be conducted by Exacta. 

 
9. The ESMS requires Exacta to ensure that investees are contractually obligated, with the 
fund’s support, to build a strong E&S framework. The investment approval by the fund's IC will be 
based on the outcome of the due diligence, alignment of the investee company 
operations/activities with the fund's E&S Policy and ESMS; and agreed CAP and monitoring 
process.  
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10. The ESMS reporting requirements check on each investee company's ongoing 
compliance to applicable standards, implementation of CAPs and continuous improvements of 
ESG performance. Investee companies are required to submit an annual E&S monitoring report 
to Exacta. For investments categorized as A, Exacta's E&S Officer is currently required to conduct 
site visits at least once a year and to ensure that the investee company operates in compliance 
with E&S covenants and the CAP. Exacta's E&S Officer will provide support where necessary to 
(i) establish governance mechanisms for ESG; (ii) revisit ESG due diligence findings; and (iii) 
discuss monitoring process and key performance indicators with the investee company. Exacta II 
obligated to submit an annual environmental and social performance report to DFI LPs. Exacta 
will monitor and supervise all investees against environmental and social risks and agreed time-
bound action plans; and report the performance annually to ADB through this annual report, which 
is due 90 days from the end of each financial year. 

 
11. Recommendations. Enhancements recommended and agreed with Exacta are: 
alignment of the ESMS’ investment risk categorization criteria to ADB’s environment, involuntary 
resettlement (IR) and Indigenous Peoples (IP) categorization; the level of detail required for 
environmental and social assessments; information disclosure and consultation with affected 
people in accordance with ADB’s requirements.1 The Exacta ESMS will be updated accordingly 
prior to disbursement for the first capital call. 
 
 

 
1 Summary Poverty Reduction and Social Strategy; Safeguards and Social Dimensions Summary; Financial 

Intermediary: Environmental and Social Management System Arrangement (accessible from the list of linked 
documents in Appendix 2.) 


