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I. INTRODUCTION 

1. In 2019, the Asian Development Bank (ADB) approved a $100 million loan contributing to climate 

finance for the $1.5 billion Shandong Green Development Fund (SGDF) Project. The fund 

introduces an innovative leveraging mechanism to catalyze private, institutional, and commercial 

capital for the development of climate-friendly infrastructure and business in Shandong Province, 

the People’s Republic of China (PRC). 

2. The fund will finance a portfolio of mitigation and adaptation projects assessed against both 

financial and climate eligibility criteria using the Green Climate Fund Investment Framework. The 

project will contribute to the transition to low-carbon and climate-resilient development paths in 

Shandong Province. 

3. During the reporting period, Shandong Green Development Fund I (“SGDF I”) has completed fund 

registration on 9th Feb 2021, and it has raised CNY1.46 billion capital (on a total commitment 

basis), including CNY0.68 billion from international financial institutes (i.e. ADB, KfW and AFD，

hereafter referred as “IFIs”), CNY0.353 billion from Qingdao municipal government (incl. Laoshan 

District) and CNY0.410 billion from project implementing companies (PICs). The fund has 

completed fund filling by 28th July 2021. 

4. Environmental and social management system (ESMS) team was established in Sep 2020, with 

two full-time specialists (Ms. Senjing QIN and Mr. Denghui SONG) from CCM and one (Mr. Wen 

LIU) from SDIHG. The CVs of the specialists had been provided to IFIs for acceptance.  

5. During the reporting period, SGDF has invested the first subproject, i.e., the DST Rental 

(Shenzhen) Co., Ltd. (DST) subproject. Since October 2020, CCM team has carried out in-depth 

investment due diligence on DST subproject.  

6. In May 2021, the first subproject, DST subproject has been approved by the investment committee 

of SGDF with a total investment amount of CNY290 million. The DST company is committed to 

provide one-stop logistics electric vehicle (EV) leasing, sales, operation and maintenance services. 

SGDF’s investment will be used to purchase logistics EVs (non-refrigerated vehicles). The 

investment will assist Shandong to reshape the logistics industry chain and make continuous 

contributions to Shandong's energy conservation and emission reduction. The subproject is 

estimated to reduce approximately 893,339 tons of CO2 during its operation time. 

7. In terms of ESMS and green assessment of DST subproject, SGDF team prepared a detailed 

assessment report, and confirmed that environmental and social impact assessments meet IFIs’ 

requirements and the green investment standards. The DST subproject was categorized as C for 

both environmental and social safeguards. No-objection from ADB was received for the 

assessment report and categorization results on 24 May 2021.  

8. The clauses on compliance with IFI’s key requirements in loan agreements, project 

administration manel (PAM) and ESMS Arrangement regarding safeguards, grievance redress 

etc., have been incorporated into the investment agreements as post-closing commitments, 

which were signed between SGDF and DST Company. No contravention was identified to date. 

The funds from SGDF will be disbursed to DST after condition precedents are met. 
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II. MONITORING ON E&S SAFEGUARDS COMPLIANCE DURING REPORTING 
PERIOD 

A. Prohibited investment activities 

9. During the reporting period, funds from SGDF were not used to support any prohibited activities 

listed in the Prohibited Investment Activities List in ESMS. 

B. Grievance Redress 

10. In line with the PAM, “The FMC needs to develop and operate the SGDF level grievance 

redressing mechanism (GRM) to ensure a proper GRM at all levels to be established and operated, 

so that all complaints under the Project will be recorded and addressed systematically. At the 

subproject level, regardless of environmental and social categorization, all subprojects shall 

establish GRM and implement them accordingly.” Two safeguard specialists were hired and 

designated as the main focal persons of GRM. At the subproject level, the qualified PIC was 

required to establish GRM during signing the investment agreement. SGDF will keep working with 

the qualified PIC to make sure the establishment of the GRM at subproject level. 

11. If appeals or complaints are related to the environment, involuntary settlement or indigenous 

people safeguards, the following steps will be adopted to timely handle the complaints or grievance 

of the affected people: 

• Step 1 (within 10 days): the affected individual or group can file oral or written complaints to 

the qualified PIC. The PIC will directly interact with the complainer to resolve the issues. 

Within five days upon receipt of the complaint, the PIC will propose explicit suggestions to 

the affected, including the correctional measures to address the problem(s) with given time 

limit. If the affected person(s) accepts the correctional measures, such measures will be 

implemented within five days. 

• Step 2 (within 10 days): when the issue is not resolved through step 1, CCM within five days 

upon receipt of the complaint will convene stakeholder meeting (participants will be 

determined in accordance with the actual situation, but normally include CCM, the PIC, 

SDIHG, local government and the affected groups), which will focus on the correctional 

measures and the associated timetable for implementation. Such correctional measures 

shall be implemented within five days. 

12. By the end of the reporting period, the PIC or CCM had not received any forms of appeals or 

complaints. 

C. Safeguards 
 

C1. Environment Safeguards 

13. During the report period, SGDF invested one subproject, and completed one E&S assessment 

report and conducted several preliminary ESMS assessment. The first approved subproject, DST 

subproject, was on electric vehicle rental, which only has minor environmental impacts. It was 

concluded that the subproject is classified as Category C in terms of environmental safeguards. 

No objection from ADB was received on 24 May 2021. 
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C2. Good practices of environment management 
 

14. During the reporting period, only the DST subproject was invested by SGDF. During the process, 

good practices of environment management include: (i) for the first subproject, the investment 

would be used to purchase electric vehicles to replace fuel-powered vehicles, which could reduce 

air pollutant emission, such as NOx, SO2; and (ii) green procurement was introduced to the PIC, 

which could reduce the environmental impacts for the whole supply chain. 

D. Social safeguards and Social Dimensions 
 

15. In line with ESMS requirements, social impacts assessment and due diligence review have been 

carried out to identify the social impacts of subprojects on both involuntary resettlement and ethnic 

minority. 

D1. Involuntary Resettlement 
 

16. During the reporting period, the DST subproject invested by SGDF did not involve any issues on 

land acquisition and resettlement as defined in ADB’s Safeguard Policy Statement (SPS) and the 

ESMS; and there is no physical nor economic displacement caused by the activities under DST 

subproject. It is confirmed that the DST subproject is classified as Category C for involuntary 

settlement. 

D2. Indigenous People/Ethnic Minority 

17. In line with the ESMS requirement, the social impact assessment (SIA) on ethnic minorities needs 

to be conducted to the presence and vulnerability of the ethnic minority communities in project 

areas. In accordance with ADB’s SPS and relevant requirements in ESMS, all sub-project activities 

supported by SGDF should do not involve any impacts on ethnic minorities. It is concluded that 

the DST subproject is classified as Category C for indigenous peoples, based on the SIA and due 

diligence. 

D3. Social and gender 

18. The project is classified as effective gender mainstreaming (EGM) and a gender action plan (GAP) 

has been prepared during project preparation stage. During project implementation, gender 

mainstreaming related requirements were strictly followed during the daily work of SGDF. At the 

fund level, the team of SGDF has expanded to 21 people, of which 6 or 28.6% are female. Within 

the total 5 members of investment committee (IC), 2 are female, accounting for 40%. 

19. During the reporting period, SGDF monitored the implementation performance of gender action 

plan (GAP) of the first PIC (DST company), and found out that the female employees accounted 

for 27.5% of the total, much higher than the average percentage of the whole sector (4.92%). In 

order to protect the rights and benefits of female employees, the PIC provided them with a more 

detailed physical examination plan and working conditions are more suitable and friendly for 

women. The investment from SGDF will provide more job opportunities for women in the Qingdao 

branch of DST company. 

III. Major Challenges of ESMS 
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20. During the SGDF operation period, how to coordinate the qualified PICs to implement ESMS at 

subproject level and effectively integrate ESMS into their own business, so as to continuously use 

the investment for green development, is also a challenge to SGDF during project implementation 

stage. 

IV. Conclusions and Next Steps 

A. Conclusions 

21. ESMS has been fully complied so far with during implementation stage of the SGDF project. The 

first approved subproject (DST subproject) was classified as C for all the safeguards based on 

E&S impacts assessment, including environmental, involuntary resettlement and indigenous 

people. The GAP is being implemented as planed under the fund and the DST subproject.  

22. CCM and SDIHG took part in the training of ADB’s Safeguards and Gender Policy (including 

environmental, involuntary resettlement, indigenous peoples and gender mainstreaming) in 

August and September 2021 organized by PRCM (see appendix). Regular training should be 

provided to increase the institutional and personnel capacity for implementing ESMS. For the 

qualified PICs, ESMS is a new area that requires new knowledge and resources, which needs 

time for them to learn and independently apply ESMS in their daily business. Also, the SGDF has 

been assisting PICs to further understand environment and social risks and increase their 

awareness and capacity on fulfilling environment and social responsibilities. On the other hand, 

continuous training, information dissemination and technical assistance will be needed to improve 

performance of environment and social safeguards. 

B. Next steps 

23. Capability Building: SGDF team will continue to provide guidance and conduct training to 

strengthen the capacity of CCM and SDHIG, and qualified PICs on ESMS . 

24. Clearance from ADB for subsequent subprojects: E&S impact assessment for next two 

subprojects will be conducted. Draft assessment reports will be prepared and submitted to ADB 

for review and clearance. 

25. ESMS obligation for Qualified PICs: SGDF team will keep working to urge the qualified PICs to 

implement ESMS and effectively integrate ESMS into their own business.  

26. Training: Training to the qualified PICs will be carried out to assist them to further understand 

relevant requirements of ESMS. 
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