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ANALYSIS OF THE ENVIRONMENTAL AND SOCIAL SAFEGUARD 
FRAMEWORKS FOR FINANCIAL INTERMEDIARIES, 2007–2012 
 
1. Five loans that were approved prior to the Safeguard Policy Statement (SPS) were reviewed. 
These covered sector operations and multitranche financing facility (MFF) operations classified as 
category FI (financial intermediary)—see Appendix 1, Linked Document A, Table 3. The five loans used 
three environmental and social safeguard frameworks (ESSFs): three infrastructure financing loans used 
the same ESSF, two energy efficiency loans, composed of two tranches, where the latter tranche was 
approved post-SPS, used another, and one infrastructure development loan used the third (see Table for 
details of these loans). As discussed in the main report, the pre-SPS policy addressed only 
environmental safeguard issues and only covered sector loans, MFFs were not included as they had only 
recently been introduced. As a consequence, it was decided (as with financial intermediary operations) 
to use the same evaluation criteria as those specified in SPS, since these were generally recognized as 
key elements of an ESSF even before the SPS was officially adopted. Specifically, the criteria for MFF and 
sector loans included the following elements: (i) Asian Development Bank (ADB) due diligence of 
borrower capacity; (ii) gap filling (country safeguard systems [CSS] and client capacity); (iii) ADB policy 
objectives; and (iv) subproject aspects (anticipated impacts; preparation and implementation 
requirements; document preparation, review, approval; and monitoring and reporting). 
 
2. Six loans that were approved for sector loans or MFF operations under the SPS were also 
reviewed (Table). As before, several loans used the same ESSF.   
 

Table: Sector and Multitranche Financing Facility Operations whose ESSF were Reviewed 
Loan 
No. Title 

Amount  
($ million) 

Approval  
Date 

Framework 
Title 

Pre-SPS    
2404 IND: MFF-India Infrastructure Project Financing Facility - 

Project 1 
300.0 20 Dec2007 a 

2509 
 

IND: MFF-India Infrastructure Project Financing Facility - 
Project 2 

200.0 24 Feb 2009 a 

2586 IND: MFF-Second India Infrastructure Project Financing Facility 
- Project 1 

210.0 27 Nov 2009 a 

2611 PRC: MFF - Guangdong Energy Efficiency and Environment 
Improvement Investment Program - Tranche 2 

22.1 16 Dec 2009 b 

2453/ 
2454 

BAN:  Public - Private Infrastructure Development Facility) 165.0 02 Oct 2008 c 

SPS     
2617 IND: Micro, Small and Medium Enterprise Development 50.0 26 Feb 2010 d 
2717 IND: MFF - Second India Infrastructure Project Financing 

Facility - Tranche 2 
250.0 7 Dec 2010 e 

2773 PRC: MFF - Guangdong Energy Efficiency and Environment 
Improvement Investment Program - Tranche 3a 

43.0 5 Sept 2011 b 

2822 IND: MFF - Second India Infrastructure Project Financing 
Facility - Tranche 3 

240.0 1 Dec 2011 e 

7360 IND: Credit Enhancement of Project Bonds 128.0 20 Sept 2012 e 
7355 PRC: Microfinance Wholesale Lending Facility 20.0 28 Mar 2012 f 
Note:  a – Environmental and Social Safeguards Framework: India Infrastructure Financing Company Limited.  
  b – Environmental Assessment and Review Framework (Appendix 12 of the RRP). 
  c – Environmental and Social Safeguards Framework: Infrastructure Development Company Limited Policy and Procedures. 
  d – Environment and Social Safeguards Framework: Microenterprises in the Missing Middle Segment. 
  e – Environmental and Social Safeguards Framework: India Infrastructure Financing Company Limited (updated 2010). 
  f – Environmental and Social Assessment and Review Framework. 
a  In addition to the three ESSFs under SPS, this program (tranche 3) approved in 2011 has common ESSF with another project 

approved pre-SPS (tranche 2). 
Source: This study, based on data obtained from relevant ADB databases and projects’ ESSFs. 
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3. In total, only six ESSF documents (three pre-SPS and three post-SPS) were evaluated, making it 
difficult to draw any robust conclusions between the situation before and after the SPS. Since both sets 
were evaluated against the same criteria, it was considered reasonable to evaluate all ESSF documents 
against the SPS requirements. Since the sample is so limited, the analyses presented below will be 
based on the number of ESSF documents reviewed, as well as on the number of projects (recognizing 
that in several cases multiple projects used the same ESSF document). 
 

1. ADB Due Diligence 
 
4. According to the SPS (Section V. B Policy Delivery Process), ADB will assess the borrower’s or 
client’s capacity to manage environmental and social impacts and risks and to implement national laws 
and ADB’s requirements. 
 
5. On the basis of the six ESSF documents, only two projects (both pre-SPS) had reasonable 
assessments of borrower or client capacity. On the basis of number of ESSF documents, pre-SPS 
projects had an adequate assessment of borrower/client capacity.  
 

2. ESSF Document  
 
6. Gap-filling. As part of ADB due diligence, if gaps exist between ADB requirements and country 
laws (CSSs), or if borrower capacity is inadequate, the ESSF should include details of gap-filling 
requirements to ensure policy principles and safeguard requirements are achieved. 
 

(i) CSS. Only two (both pre-SPS) of the six ESSF documents included a comparative 
analysis of country safeguard systems and ADB safeguard policies and incorporated 
gap-filling measures to ensure ADB subloans would be implemented in a manner 
consistent with both systems. However, once again, based upon the small number of 
projects, over half of the pre-SPS projects (71%) contained an adequate treatment of 
gap-filling measures. Such measures were only partly present in 80% of the post-SPS 
projects. 
 

(ii) Borrower capacity. Only two of the six (one pre-SPS and one post-SPS) ESSF documents 
included detailed descriptions of the requirements to establish special environment or 
social management units and practical staffing arrangements with necessary 
competencies.  

 
(iii) In terms of loan numbers, for both pre- and post-SPS loans, the statistics were almost 

the same: 60% of pre-SPS and 50% of post-SPS loans had adequate discussions on gap-
filling measures to strengthen borrower capacity.  

 
7. Policy objectives. Three ESSF documents (two pre-SPS and one post-SPS) included policy 
statements that were fully consistent with ADB safeguard policies. In another post-SPS ESSF, a detailed 
policy statement was offered, but it embraced only some of the ADB policy aspects. Evaluated on the 
basis of loan numbers, pre- and post-SPS statistics were almost the same: 80% of pre-SPS and 67% of 
post-SPS loans were satisfactory. However, considering the limited sampling pool, the differences are 
not likely to be significant.  
 

3. Subprojects   
 

8. Impact assessment. Two of the six ESSF documents (both pre-SPS) included sufficient details of 
the types of subprojects anticipated and the nature of associated impacts. Such descriptions are 
necessarily generic in nature. In one ESSF, comprehensive lists of industrial projects were presented and 
associated with each was an estimated level of environmental risk. Assessment of environmental risk 
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although related to the nature of impacts is not quite the same as an actual description of the impacts 
themselves. 
 
9. Preparation requirements. Only two of the six (one pre-SPS and one post-SPS) ESSF documents 
provided sufficient detail of all the safeguard activities required for project preparation (e.g., screening 
and categorization; details of safeguard documents, including formats and outlines; consultation and 
disclosure, and monitoring and reporting). The pre-SPS ESSF had some guidance, but this was only for 
screening, consultation, and disclosure and the post-SPS ESSF only discussed screening.  
 
10. Implementation requirements. Only one post-SPS ESSF fully discussed all implementation 
aspects (institutional arrangements, capacity development, and budget). The other five ESSF 
documents had partial discussions, which for the most part included differing levels of detail regarding 
institutional arrangements and capacity development. None of the pre-SPS loans presented an 
adequate treatment of implementation requirements whereas 67% of the SPS loans were satisfactory in 
this regard. The difference is significant. 
 
11. Documentation management. Details of the responsibilities for safeguard documentation 
preparation, review, and clearance for various safeguard documents and supervision of safeguard plan 
implementation were available in only two ESSF documents. All others had either very limited or no 
discussions that were primarily regarding safeguard plan implementation. Of the pre-SPS loans, 20% 
presented an adequate treatment of safeguard document management, whereas 50% of the post-SPS 
loans contained satisfactory treatment. The difference is significant in terms of number of loans.  
 
12. Monitoring and reporting.  Details of monitoring and reporting responsibilities and frequencies 
were provided in four ESSF documents (two pre-SPS and two post-SPS). In the other two ESSF 
documents, one had no discussion of client monitoring or reporting responsibilities and the other did 
not indicate reporting on any regular basis, but only as a part of the end-use verification report. Of the 
pre-SPS loans, 40% presented an adequate treatment of monitoring and reporting, whereas 83% of the 
post-SPS loans contained satisfactory treatment.  
 
13. Except for two loans,1 where all the subprojects were category C, the borrower in the 11 MFFs 
or sector loans (five pre-SPS and six post-SPS) submitted and disclosed all periodic safeguard 
monitoring reports on the ADB website, as required by the loan and facility agreements signed with 
ADB. Six of the 11 MFFs or sector loans reported having either category A or B subprojects (tranches).2   
 
 

                                                            
1 MFF-Guangdong Energy Efficiency and Environment Improvement Investment Program - Tranches 2 and 3. 
2  The six loans are: (i) Loan 2404 – category A and B (India regulation); (ii) Loan 2509 – category A and B (India regulation); (iii) 

Loan 2453/2454 – ADB has categorized the 108 MW Power Project (furnace oil-based) at Kolagaon, Chittagong as category B 
as per ADB guidelines; (iv) Loan 2717 – six category B and one category B sensitive;  (v) Loan 2822 – 12 subprojects, all 
category B, were submitted to ADB for environmental and due diligence (Environmental Safeguards Data Audit Sheets, 2012); 
and (vi) Loan 7360 – GMR Jadcherla Expressway - category B. The other four projects were (i) Loan 2586 – no subprojects were 
causing significant environment, involuntary resettlement, or Indigenous Peoples impacts (Environmental Monitoring Report, 
2011), (ii) Loan 2611 – all were environmental category C (PCR, 2014), (iii) Loan 2773 – all were environmental category C, and 
(iv) Loan 2617 – no mention of category A or B projects. 


