CGI Credit Guarantee &
Investment Facility
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CGIF Environmental and Social Policy - Vision

1. This vision sets out the aspirations of the Credit Guarantee and Investment facility (CGIF)
regarding environmental and social (E&S) sustainability and risk management.
2. CGIF confirms that E&S sustainability is a cornerstone of inclusive and sustainable economic

growth and seeks to advance sustainability in the transactions it guarantees by protecting the
environment and present and future human generations from potential adverse impacts.

3. CGIF is committed to understanding the E&S risks and impacts of activities it guarantees, and to
working with its issuers to develop appropriate risk management measures that are proportionate and
tailored to address the specific E&S risks and impacts arising from its transactions.

4. CGIF affirms its commitment to full alignment of its operations, and of the activities it
guarantees, with the goals of the Paris Agreement, and has adopted a climate risk management system
and tools to guide assessment and management of climate risks.

5. CGIF, through the E&S Framework, will translate this vision into requirements to be applied to
transactions it supports and seeks to:

(i) Avoid and, where avoidance is not possible, minimize, mitigate, restore and/or
compensate for adverse impacts of transactions on people and the environment, taking into
consideration climate change risks;

(i) Assist borrowers/clients strengthen their E&S systems and improve their capacity to
manage E&S risks and impacts;

(iii) Promote fair and non-discriminatory labor and working conditions, and protect
worker and community health, safety, and security;

(iv) Support the sustainable use of resources, and avoid, minimize, and manage E&S risks
and impacts of pollution and wastes;

(v) Avoid, or where avoidance is not possible, minimize or mitigate economic
displacement and physical displacement or disruption of livelihoods due to land acquisition
and land use restriction, and ensure maintained standards of living of affected persons;

(vi) Ensure that conservation of biodiversity and ecological functions are maintained, and
management of living natural resources and conservation of cultural heritage are sustainable;
(vii)  Promote non-discrimination among affected persons, with particular focus on
Indigenous peoples; and

(viii)  Strengthen stakeholder engagement through meaningful consultation and clear,
timely and appropriate disclosure of relevant information, and prevent threats of reprisal
against affected persons through effective grievance mechanisms.
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CGIF Environmental and Social Policy’

1. Credit Guarantee and Investment Facility (CGIF), a trust fund of the Asian Development Bank
(ADB) was established to promote economic development and resilience of the financial markets in
ASEAN+3 countries through a sustained development of deep and liquid local currency and regional
bond markets. This Environmental and Social Policy? (the “Policy”) has been enhanced to ensure that
CGIF achieves this objective while promoting environmental and social (E&S) sustainability and
enhances the capacity of the Issuers (as defined in para. 3) to implement an environmental and social
management system (ESMS) to assess and manage the E&S risks and impacts of the activities financed
with the support of CGIF's guarantees. The objective of the Policy is to adopt in all respects with the
environmental and social requirements for Financial Intermediaries? as detailed in ADB'’s Environmental
and Social Framework (“ADB ESF”) (November 2024) Part IV (J) Environmental and Social Requirements
for Financial Intermediaries* and this Policy shall be understood and applied accordingly.’

2. Pursuant to the enhanced Policy, CGIF will update and implement a risk-based adaptive
management approach in our internal procedures for assigning a risk classification, reviewing,
assessing, monitoring, and implementing transactions supporting project or corporate financing, to
ensure compliance with the Policy. An E&S Framework (“the Framework”) will establish the
requirements for environmental and social screening, risk classification and due diligence procedures
for transactions, and the required monitoring processes throughout the life of a transaction to ensure
ongoing compliance to the Policy. CGIF will ensure that the assessment and management of E&S risks
will be proportionate to the nature and scale of the risks and impacts of the transactions.

3. CGIF will work with its prospective guaranteed bond issuers (the “Prospective Issuers”) and its
outstanding guaranteed bond issuers (the “Outstanding Issuers”) to ensure and enhance effective
management of environmental and social risks by:

(i) ensuring that the Policy is complied with for all guarantees issued;

(i) guaranteeing bonds for projects only when the projects are required to be designed,
constructed, operated, and maintained in a manner consistent with the Policy;

(iii) guaranteeing bonds for corporate® use only when the Prospective Issuer has already

implemented, or is committed, to implement, an environmental and social
management system (ESMS) consistent with the Policy, across the transaction or
operations being supported by the Guarantee;

(iv) requiring environmental and social risk identification and management to be integrated
into the Outstanding or Prospective Issuers’ internal risk analysis to strengthen their E&S
management systems including incorporating climate risk considerations;

(v) requiring Prospective and Outstanding Issuers (together, the “Issuers”) to adhere to the
Policy; and
(vi) ensuring appropriate consultation and disclosure, as applicable, with stakeholders for

all bond guarantees consistent with the Policy.

! This Policy apply to all CGIF bond guarantees for which application is made after 1 January 2026. The revised
Environmental and Social Policy was endorsed by CGIF’s Board on 28 August 2025 and is available at www.cgif-
abmi.org.

2 This Policy is an update and enhancement of the original Environmental and Social Safeguards Policy approved and
released in October 2018.

* CGIF was established as a Financial Intermediary of ADB as detailed in the Report and Recommendation of the
President dated March 2010 and available at https://www.adb.org/projects/44908-014/main#project-pds

* https://www.adb.org/sites/default/files/linked-documents/esf-complete-set.pdf

* This Policy will be updated as appropriate, which will be released on CGIFs website, following such updates, if the
underlying ADB ESF is updated or if at any time it becomes apparent that the Policy does not meet the stated objective.

¢ Corporate bonds are defined as any general-purpose bonds to corporates or financial institutions that are not Project
Bonds.
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4. The Policy and its associated Framework apply to all Prospective Issuers with effect from 01
January 2026. CGIF will not issue a guarantee unless the Prospective Issuer has agreed to comply with
the Policy and the host country’s applicable social and environmental laws and regulations, including
those laws implementing host country obligations under international instruments. In addition, CGIF
will not issue a guarantee if the Prospective Issuer’s activities which are to be financed by the bond are
included in ADB’s Prohibited Investment Activities List in its most recent version (“PIAL").
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CGIF Environmental and Social Directives

1. The Environmental and Social Directives (the “Directives”) provides the overall requirements for
CGIF's assessment and management of environmental and social (E&S) risks associated with Issuers. The
Directives describe the high-level process and procedures that are to be used during assessment of each
potential bond guarantee. The Directives is underpinned by the CGIF Environmental and Social
Management Systems (ESMS) that gives the detailed operational guidance and procedures to be
followed by CGIF staff engaged in assessing E&S risks.

2. These Directives are designed to: (i) enable CGIF to identify potential adverse E&S impacts
attributable to the activities of Issuers; (ii) require Issuers to avoid and, when avoidance is not possible,
minimize, mitigate, restore and/or compensate for adverse impacts on affected people and the
environment, taking into consideration climate change risks; and (iii) help the Issuers strengthen their
corporate E&S management systems and improve their capacity to manage E&S risks and impacts,
including stakeholder engagement.

3. The Directives set out environmental and social requirements for each of the following distinct
modalities:

(i) Project Bond (“PB");’

(ii) Specific purpose Corporate Bond (“SCB"); 2
(iii) General purpose Corporate Bond (“GCB"); 3
(iv) Financial Intermediary Bond (FI)*

(v) Securitization Bond (SB)® and

(vi) Type B Bond (TBB)®

The activities which are permitted to be financed or refinanced by the proceeds of the relevant
bond (as described in footnotes 7 - 12) are defined as the Relevant Business Activities (“RBAs”).

1. Environmental and Social Requirements

4, CGIF will review and evaluate the E&S risks associated with each Prospective Issuer and its RBAs
by reference to all the following (“Environmental and Social Requirements”):

(i) PIAL;

(ii) Applicable national laws and regulations on environmental risks and impacts such as:
pollution to air, water, and soil; to health, safety and security risks of relevant workers and
communities; threats to the protection, conservation, and maintenance of natural and critical
habitats and biodiversity, ecosystem services, living natural resources and the maintenance of
environmental flows; risks to cultural heritage; and climate change mitigation and adaptation
risks and actions and social risks and impacts such as: any impacts from land acquisition and
land use restriction; adverse impacts on communities of Indigenous Peoples; risks associated
with labor, working conditions and rights of relevant workers; the risk where the transaction
impacts fall disproportionately on the disadvantaged or vulnerable people; and gender issues
and other gender-related risks, including potential risks of sexual exploitation, abuse, and
harassment, and digital risks of the jurisdictions in which a Prospective Issuer may operate its

! A bond is classified as a Project Bond (PB) if the proceeds of the bond are permitted to be used for the financing or refinancing of a single identified
project, including a project which is already under construction or is in operation.

? Specific-purpose Corporate Bond (SCB); where any of the proceeds of the bond are permitted to be used for the financing or refinancing of any
specific activity or activities that could have environmental and/or social implications (other than a single identified project). It includes a bond
whose proceeds are permitted to be used for multiple identified relevant business activities (RBAs) and includes the financing or refinancing of
RBAs which are already under construction or in operation.

* General-purpose Corporate Bond (GCB); where all the proceeds of the bond are permitted for uses that are multiple in nature and comprise
activity or activities, which could have environmental and/or social implications. If the proceeds of the bond are permitted to be used for activities
which will not be identified until after bond issuance, then CGIF will determine in the light of all the circumstances whether, from an environmental
and social perspective, such a bond shall be classified as a SCB or a GCB.

* Financial Intermediary Bond (FB); are where the Issuer is either a bank or a non-banking financial institution, including mortgage and leasing
finance companies or microfinance companies and the proceeds of the bond are for the Issuer to provide financing to another entity.]

® Securitization Bond (SB); where bond proceeds are used for the financing or acquisition of securitized assets classes, either secure by physical
assets (SBP) or secured by financial assets (SBF).

¢ Type B Bond; where the bonds are issued by eligible investors as defined in CGIF’s Enterprise and Risk Management Objectives (ERMF).



business relevant to CGIF's considered guarantee, including the obligations under international
instruments’ by the host country (“Applicable Laws”);

(iii) For PBs, SCBs, GCBs and SBPs, with risk classifications as High Risk and Substantial Risk,
ADB'’s Environmental and Social Standards (ADB ESS) 1 to 10 of the ADB ESF, to the extent such
ADB ESSs are determined to be applicable®. For Medium Risk and Low Risk transactions, host
country’s safeguard system and any additional requirements of CGIF depending upon the
nature of the project/RBA such as relevant ADB ESSs including as applicable requirements for
consultation with affected people.

(iv) For Fl and SBFs Bonds, with risk classifications as FI-1 and FI-2 (Substantial Risk), ADB ESS
for Financial Intermediaries Part IV (J) of the ESF, to the extent such ADB ESSs are determined to
be applicable. And for FI-2 (Moderate Risk) and FI-3, host country’s safeguard system and any
additional requirements of CGIF depending upon the nature of the project/RBA such as relevant
ADB ESSs including as applicable, requirements for consultation with affected people.;

(v) Paris Agreement Alignment (PAA) in relation to, as a minimum, the RBA as defined in
the use of proceeds.

5. Where relevant, an Issuer will be required to demonstrate that the Environmental and Social
Requirements are applied to its contractors or primary suppliers or primary supply workers. To ensure
that such contractors or primary suppliers implement agreed measures, an Issuer will be required to
include CGIF's Environmental and Social Requirements in bidding and contractual documents (where
relevant).

6. If CGIF cannot reasonably be assured that a Prospective Issuer complies with the Safeguard
Requirements, CGIF will either, (i) decline to extend a guarantee for bonds issued by such Issuer; or (ii)
offer a guarantee subject to the condition that the Prospective Issuer shall implement an adaptive
management process with actions necessary to meet the Safeguard Requirements through a corrective
action plan (CAP).® Any CAP is to be agreed with CGIF prior to CGIF’s guarantee being issued and will
include a budget and timeline for implementation and any requirement for external resources or
specialists or experts. If any of the Environmental and Social Requirements that are covenanted in the
legal agreements are found not to be satisfactorily met, CGIF will require the Outstanding Issuer to
develop and implement an additional ESAP agreed upon, and monitored, by CGIF.

7. CGIF will engage with each Issuer to ensure that it is, at all times, fully aware of the
Environmental and Social Requirements and of CGIF’s environmental and social due diligence (ESDD)
process. The environment and social appraisal will depend on both the transaction modality and risk
classification, as outlined below.

2. Project Bonds, Corporate Bonds and Securitization Bonds (Physical Assets)

8. CGIF will undertake E&S risk classification to appropriately consider the E&S relevant issues in
an integrated manner at the earliest stage of the transaction. For corporate (GCB or SCB) and
securitization bonds, CGIF will consider E&S risks associated with the proposed financed activities as
well as all sectors/industries to be guaranteed by CGIF in which the Prospective Issuer operates or
proposes to operate. This will include any operations undertaken by its subsidiaries and companies
directly financed through CGIF guarantee, for which it has management control, which CGIF determines
could have E&S risks or impacts.

9. The objective of E&S risk classification is to (i) determine the significance of potential impacts or
risks to the affected people and environment; (ii) identify the level of assessment and institutional
resources (capacity, commitment and track record) required to address E&S issues; and (iii) determine
the information disclosure and monitoring requirements. Except for PBs which require project specific
E&S management plans, all corporate and securitization bonds require the Issuer to have an ESMS.

7 As defined in ADB ESF (2024), these refer collectively to treaties, declarations, conventions, protocols, recommendations, international agreements
that regulate matters of concern to states, and other instruments adopted by international conferences, organizations, or parties to a memorandum
of understanding that generally shape international relations and cooperation among states, regulate, govern, or are otherwise relevant to the
environmental and social systems. These may form international laws or legal instruments but may also be nonbinding commitments of the host
countries.

8 ADB ESSs do not apply to activities that are not part of a transaction, nor to activities that the Prospective Issuer implements following the
transaction completion without financing support from CGIF, with the exception of associated facilities (in the case of projects).

9 Under Part II (G) of the ADB ESF, the CAP is an Environmental and Social Action Plan (ESAP) with corrective actions that are required to bring
a transaction into compliance with the relevant ADB ESS requirements, such as supplementing the existing ESMS or meeting host country
regulatory requirements.
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a. Environmental and Social Screening and Risk Classification

10. CGIF will undertake a preliminary review of the Prospective Issuer to confirm eligibility based
on the E&S risks of the transaction. CGIF will confirm that the project, or RBA under the transaction to
be supported and guaranteed by the PB or GCB), SCB SBP has been reviewed against the PIAL. If a
prohibited activity is identified, the Prospective Issuer will be advised that the proceeds of the bonds
cannot be used for the prohibited activity. Compliance with the PIAL will be monitored throughout the
bond tenor to confirm that the bonds proceeds have not been used to finance or refinance prohibited
activities.

11. All transactions will be subject to classification for the purpose of determining the potential E&S
risks associated with the project or the transaction’s RBAs. The risk classification of the transactions for
PBs, GCBs, SCBs and SBPs will follow ADB ESF E&S Risk Classification of High Risk, Substantial Risk,
Moderate Risk and Low Risk. For GCBs, SCBs and SBPs, CGIF will also consider the presence of corporate
Environmental and Social Management System (ESMS)'® or any related corporate policies and
procedures in the risk classification.

Table 1: Risk Classification for PBs, GCBs, SCBs and SBPs

Risk Classification for PBs, | Environmental, Social and Governance (ESG) Risk Description

GCBs, SCBs and SBPs

High Risk e  E&S Risks/ Impacts - A proposed PB/SCB/SBP is classified as
High Risk if the project or RBA is likely to have significant
adverse E&S risks and impacts that are irreversible, diverse, or
unprecedented, after considering the identified factors in the
ADB ESF, in an integrated manner, and

e G of E&S Risks/ ESMS Risks - For SCB/GCB/SBP, no corporate
ESMS or equivalent G on the implementation of E&S risk
management based on the assessment of institutional
capacity, commitment and track record of the Prospective
Issuer.

Substantial Risk e E&S Risks/ Impacts - A proposed PB/SCB/SBP is classified as
Substantial Risk if the project or RBA may not be as complex as
for High-Risk where the nature and scale of its E&S risks and
impacts may be smaller, and the location may not be in such a
highly sensitive area, but some adverse risks and impacts may
be significant after considering the identified factors in the ADB
ESF in an integrated manner, , and

e G of E&S Risks/ ESMS Risks - For SCB/GCB/SBP, the corporate
ESMS or equivalent G on the implementation of E&S risk
management based on the assessment of institutional
capacity, commitment, and track record of the Prospective
Issuer is not equivalent to CGIF ESS requirements.

Moderate Risk e E&S Risks/ Impacts - A proposed PB/SCB/SBP is classified as
Moderate Risk if the potential adverse risks and impacts on
affected people and/or the environment of the project or RBA
is not likely to be significant after considering the identified
factors in ADB ESF, in an integrated manner, and/or

e G of E&S Risks/ ESMS Risks - For SCB/GCB/SBP, with corporate
ESMS or equivalent G on the implementation of E&S risk
management based on the assessment of institutional
capacity, commitment, and track record of the Prospective
Issuer.

Low Risk e ESG Risks/ Impacts - A proposed PB/SCB/GCB/SBP is classified

as Low Risk if the potential adverse risks to and impact on

affected people and/or the environment of the project or RBA
is likely to be minimal or negligible.

10 Under Part ITT ESS1 Annex 1 of the ADB ESF, an ESMS provides a methodological approach to managing E&S risks and impacts in a systematic
and structured way on an ongoing basis. An ESMS is prepared for financial intermediary (FI and SBF) and corporate transactions (GCB, SBP and
where relevant SCB) financing and is proportionate to the nature and scale of RBAs being guaranteed, to promote sound and sustainable E&S
performance, and can lead to improved E&S outcomes.
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b. Environmental and Social Due Diligence Review

12. CGIF will determine the scale and extent of Environmental and Social Due Diligence (ESDD) to
be undertaken by the Prospective Issuer. "' Appraisal of E&S impacts or risks is integral to CGIF’s due
diligence of a PB, GCB, SCB or SBP and includes the policies and processes through which the
Prospective Issuer addresses and meets the Environmental and Social Requirements. Such ESDD will
include an E&S audit of the existing facilities and/or activities; or any relevant E&S assessment of the
proposed facilities and/or activities of the underlying transaction. The scope of the E&S audit or
assessment will be proportionate to the nature and scale of the E&S risks and impacts of the existing or
proposed facilities or activities. CGIF will confirm that (i) all potential E&S impacts of the transaction have
been identified; (ii) effective measures to avoid, and, when avoidance is not possible, to minimize, and
mitigate, restore and/or compensate for adverse impacts are incorporated into the E&S documentation
and underlying transaction; (iii) the Prospective Issuer has the necessary commitment and capacity to
adequately manage E&S risks in accordance with this Policy and Directives; (iv) the role of international
recognized experts'? is appropriately defined in the applicable E&S documents, where relevant;'* and
(v) consultations with affected people or communities are or have been conducted in accordance with
this Policy and Directives.

13. ESDD will be undertaken regardless of the transaction risk classification. If compliance gaps are
identified by the ESDD, a CAP will be developed and will define necessary remedial actions, the budget
for such actions and the time frame for completion to meet the Safeguard Requirements.

14, When required, CGIF will endeavor to harmonize with co-financiers to adopt a common
approach E&S assessment and documentation to satisfy the E&S requirements of CGIF and the co-
financiers." Where the transaction is not processed contemporaneously, opportunities to rely on pre-
existing assessments prepared by other financiers will be explored to the extent that the parties are
agreeable and that their assessment(s) is/are determined by CGIF to be equivalent to CGIF's
Environmental and Social Requirements.

c. Information Disclosure
Disclosure to ADB

15. CGIF will submit portfolio level ESDD summary and E&S annual reviews or monitoring reports
of its Outstanding Issuers for the activities and transactions supported by CGIF guarantee to ADB.

16. For High Risk and Substantial Risk transactions only. CGIF will submit transaction level E&S
documents, and relevant project/transaction documents, including any agreed CAP to ADB for review,
clearance and subsequent disclosure on ADB website. E&S annual reviews or monitoring reports will
be submitted to ADB for disclosure, containing details of transaction activities financed with CGIF
guarantee.

Disclosure to CGIF Website

17. CGIF will summarize the ESDD and include the relevant document for all transactions for
disclosure on CGIF’'s website. Disclosure of ESDD information for High-Risk transaction, comprising a
draft, or final where available, E&S impact assessments (ESIA), will be disclosed on CGIF (and ADB)
website at least 60 days before CGIF Board considers the transaction. Disclosure of the ESDD Summary
for Substantial Risk transactions on CGIF website will be as early as possible in the transaction, and prior
to bond issuance as agreed with CGIF and Prospective Issuer. CGIF will disclose the ESDD Summary for

11 ESDD will consider and integrate, as relevant, additional information obtained by CGIF through its other tools and instruments such as climate
risk assessment (CRA) and/or Paris Agreement Alignment (PPA) assessment.

12 For High Risk and Substantial Risks transactions, the Proposed Issuer will engage internationally recognized experts in consultation with CGIF
to carry out the E&S assessment and assess and/or as required, monitor the implementation of the measures identified through the E&S assessment
process.

'3 Note that under ADB ESF internationally recognized experts are engaged when its High Risk or Substantial Risk transactions that are also
contentious, involves serious and multi-dimensional issues, and generally have interrelated potential E&S risks and impacts, meaning only subset
of High Risk/Substantial Risk transactions.

14 Following ADB ESF (2024), the common approach will apply the requirements among the co-financier(s) that are most stringent or protective
of the affected people and/or the environment.
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all other transactions on CGIF’s website within fourteen (14) days after bond issuance. For capital market
transactions, disclosure of E&S documentation prior to and after CGIF bond issuance is subject to
applicable capital markets rules and regulations. For High Risk and Substantial Risk transactions,

18. If, under its contractual agreement with CGIF, the Outstanding Issuer is obliged to inform CGIF
of a change in the nature of its or its group’s business or the approved UOPs, CGIF will assess whether
such change (including any new business area) has additional environmental and/or social risks and
whether the Outstanding Issuer should: (i) revise its ESMS as necessary to meet the requirements of
material consistency; and (ii) take such other actions as deemed appropriate to address any additional,
potential adverse impacts.

3. Securitization Bonds (Financial Assets) and Financial Intermediary Bonds

19. For Financial Intermediaries (Fls) and Securitization Bond for Financial Assets (SBFs) the process
of screening and appraising differs according to the inherent environmental and social risks of the
financial portfolio or the securitized financial assets of the Prospective Issuer and will follow Financial
Intermediaries Part IV (J) of the ADB ESF. All SBF and FI Bonds require the Issuer to have an ESMS.

b. Environmental and Social Screening and Risk Classification

20. CGIF will confirm that the Issuers’ activities have been reviewed against ADB's PIAL If a
prohibited activity is identified, the Prospective Issuer will be advised that the proceeds of the respective
Bond cannot be used for the prohibited activity. Compliance with the PIAL will be monitored
throughout the bond tenor to confirm that the proceeds of the bonds have not been used to finance or
refinance prohibited activities.

21. SBFs and Fls will undertake risk classification of an Issuers underlying activities and transactions
(as guaranteed by CGIF) in accordance with this Policy and Directives, taking into account (i) the
Prospective Issuer's commitment, capacity and track record of managing E&S risks (i.e., including its
policies on E&S issues and commitment to uphold CGIF's Environmental and Social Requirements); (ii)
the level of E&S risk associated with the Prospective Issuer’s proposed financial asset portfolio including
the tenor, type, size and sector/industries exposure; and (iii) the measures to be taken by the Issuer to
reduce such risks. The transactions will be classified based on ADB ESF E&S Risk Classification for
Financial Intermediary (FI) as FI-1 (High Risk), FI-2 (Substantial and Moderate Risks) and FI-3 (Low Risk)
through assessment of the underlying E&S risk profile of the existing or proposed portfolio of activities
and transactions supported with CGIF guarantee. The risk classification will be confirmed or revised (as
appropriate) by CGIF based on the outcome of the ESDD.

Table 2. Risk Classification for FI/ SBF

Risk Classification for Fl/ | ESG Risks Description

SBF

FI-1 e E&S Risks/ Impacts - Includes “High Risk” activities or transactions
in the existing or proposed portfolio, and

e G of E&S Risks/ ESMS Risks - No ESMS or equivalent
implementation based on assessment of institutional capacity,
commitment and track record of the Prospective Issuer.

FI-2 e E&S Risks/ Impacts - Includes “Substantial/Moderate Risks”
activities or transactions in the existing or proposed portfolio, and

e G of E&S Risks/ ESMS Risks - With ESMS or equivalent
implementation based on institutional capacity, commitment and
track record of the Prospective Issuer.

FI-3 e ESG Risks/ Impacts - Comprises predominantly Low ESG Risks

activities or transactions in the existing or proposed portfolio

c¢. Environmental and Social Due Diligence Review

22, For all SBFs and Fls, the ESDD will review the Prospective Issuer’s: (i) ESMS in order to determine
its adequacy to manage E&S risks in compliance with ADB ESSs; (ii) capacity and commitment to manage
E&S risks; and (iii) track record in managing E&S risks based on an assessment of the E&S performance
of a representative portfolio assets (i.e., including ascertaining whether there are NGO campaigns
involving the Prospective Issuer or fines or lawsuits against the Prospective Issuer related to their
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financial or underlying financial assets and E&S matters). CGIF will retain qualified and experienced
external experts to conduct the ESDD, where they are deemed necessary. A site visit to the corporate
office and a representative sample of the financial asset portfolio will be undertaken.

23. If any gaps are identified during the ESDD, a CAP will be developed that will define necessary
remedial actions, the budget for such actions and the time frame for resolution will be determined.

24, The Outstanding Issuer will review and adjust, in a manner acceptable to CGIF, its ESMS from
time to time, including when the E&S risk profile of its financial assets or its financing activities changes
significantly.

d. Information Disclosure

25. All SBFs and Fls transactions will be included in the portfolio ESDD summary and E&S annual
reviews or monitoring reports for disclosure on ADB website (refer to para 19). For FI-1 and FI_2
(Substantial Risk) transactions, CGIF is to submit E&S documents to ADB for review, clearance and
disclosure on ADB website in line with Para 20.

26. CGIF will summarize the ESDD and include the relevant document for all SBFs and Fls
transactions for disclosure on CGIF's website. Disclosure of information for FI-1 transaction, any
documentation prepared by Fl borrowers/investees and submitted to CGIF relating to the E&S
assessment of such transactions will be disclosed on CGIF websites at least 60 days before CGIF Board
considers the transaction. Disclosure of the ESDD summary on CGIF website for FI-2 transaction will be
as early as possible in transaction prior to bond issuance as agreed with CGIF and Prospective Issuer.
CGIF will disclose the ESDD summary for all other transactions on CGIF's website within fourteen (14)
days after bond issuance. For capital market transactions, disclosure of E&S documentation prior to and
after CGIF bond issuance is subject to applicable capital markets rules and regulations E&S annual
reviews or monitoring reports (which will be submitted to ADB for disclosure, as per para 19) will contain
details of each activity and transaction financed with CGIF guarantee.

27. If, under its contractual agreement with CGIF, the Outstanding Issuer is obliged to inform CGIF
of a change in the nature of its or its group’s business, CGIF will assess whether such change (including
any new business area) has additional environmental and/or social risks and whether the Outstanding
Issuer should: (i) revise its ESMS as necessary to meet the requirements of material consistency; and (ii)
take such other actions as deemed appropriate to address any additional, potential adverse impacts.

4. Type B Guarantees
b. Environmental and Social Risk Classification and Due Diligence Review

28. The process of screening and appraising for a Type B Bond (TBB) guarantee differs in that CGIF
are not the lead financial institution and will review the ESDD and other information provided to them
by the lead bond provider or investor into the bond.

29. In all TBB cases the preliminary data gathering from the Prospective Issuer will have been done
by the investor. This should be reviewed against ADB’s PIAL. If a prohibited activity is identified, the
Prospective Issuer will be advised that the proceeds of the TBB cannot be used for the prohibited activity
proposed. Ongoing compliance with the PIAL will be monitored throughout the bond tenor to confirm
that the proceeds of the Bond have not been used to finance prohibited activities.

30. The risk classification of TBB will be undertaken in accordance with either the PB/GCB/SCBSBP
or FI/SBF procedures, dependent on the modality of the underlying transaction. The risk classification
will be commensurate with the environmental and social risk profile of the Prospective Issuer’s activity
under the transaction and based on the available information supplied to CGIF. It is noted that the
Investor’'s own risk classification will only be used as an indicative guide for CGIF, and standalone
appraisal to CGIF procedures and CGIF ESS requirements are to be applied in CGIF's assessment of E&S
risks.

31. If compliance gaps are identified during the ESDD, a CAP will be developed by the lead investor
and will be subject to CGIF review and comment to define necessary remedial actions, the budget for
such actions and the time frame for resolution.
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c. Information Disclosure

32. A summary of the ESDD undertaken will be disclosed on CGIF's website as agreed with the
Prospective Issuer.

d. Monitoring and Reporting

33. The monitoring requirements will apply, but these will be based on the submission of the Issuer
to the lead investor and their subsequent annual monitoring review and sharing of submission to CGIF.
CGIF will monitor the Prospective Issuer on an ongoing basis throughout the tenor of the bond utilizing
the data supplied by the lead investor.

5. Monitoring and Reporting
b. Monitoring

34, CGIF will require all Outstanding Issuer to: (i) establish and maintain procedures to monitor the
progress of implementation of E&S documents and plans; (ii) verify the ongoing adherence with E&S
requirements and their progress toward intended outcomes; (iii) document and disclose monitoring
results and identify necessary corrective and preventive actions in the periodic monitoring reports; (iv)
follow up on these actions to ensure progress toward the required outcomes; (v) for High Risk (and
where CGIF deem necessary, Substantial Risk) transactions,, retain qualified and experienced external
experts to verify the Outstanding Issuer’s monitoring information. CGIF will monitor the Outstanding
Issuer’s compliance with the Environmental and Social Requirements, including any CAP.

c¢. Reporting

35. All Outstanding Issuers will prepare periodic monitoring reports in a format and submission
frequency agreed with CGIF in advance, whose format will be included in the legal agreement. r PBs,
SCB, and SBPs, the Outstanding Issuer may be required by CGIF to retain qualified and experienced
external experts/ specialists to undertake such reporting, where they are also required under paragraph
35 above (Monitoring). For High Risk classified bonds, reporting will be at a minimum on a semi-annual
basis during any construction period and for the duration of such impacts being present. For other
classifications, the extent of monitoring and disclosure will be commensurate with the project’s or
transaction’s RBAs risks and impacts.

36. CGIF will monitor all Outstanding Issuers on an ongoing basis throughout the tenor of the bond,
with a minimum annual frequency of review of the Issuer and underlying activities. Assessment will be
undertaken more frequently when risks are significant or have significantly increased or are required to
monitor the corrective action plan implementation.

6. Paris Agreement Alignment
a. Environmental and Social Risk Classification and Due Diligence Review

37. At the GCP stage, screening for Paris Agreement Alignment (PAA) will be undertaken and
documented as a preliminary PAA assessment result. Under PAA (BB1/BB2 approach), CGIF will first
establish the high-level climate risk and vulnerability context of the transaction to identify and assess if
the transaction has any materially relevant climate risks (transition and adaptation related) and assess if
the transaction is consistent with the relevant policies and strategies for climate resilience of the host
country. If physical or other significant climate risks (High Risk) to the transaction are identified during
the GCP, the Proposed Issuer will be required to undertake a climate risk assessment (CRA), where
applicable, during the ESDD which includes a detailed site-specific assessment of risks and identifying,
developing and integrating adaptation and resilience measures into the transaction, to the extent
feasible. This may be done with the support of the external specialists or experts during the ESDD.

b. Ongoing Monitoring

38. All Outstanding Issuers assessed for PAA (whether or not a CRA is required) during ESDD will be
monitored on an ongoing basis throughout the tenor of the bond through the Environmental and
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Social Performance Report (ESPR). A minimum annual frequency of review of the Issuer and underlying
activities is to be undertaken, unless specified as otherwise as required in the corrective action plan, if
any.
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CGI Credit Guarantee &
Investment Facility

An Asian Bond Markets Initiative

Prohibited Investment Activities List

The following do not qualify for Asian Development Bank or Credit Guarantee and Investment Facility
financing:

(i) production or activities involving harmful or exploitative forms of forced labor' or child labor;?

(ii) production of or trade in any product or activity deemed illegal under host country laws or
regulations or international instruments or subject to international phaseouts or bans, such as
(a) pharmaceuticals,*pesticides and herbicides,’and persistent organic pollutants,*(b) ozone-
depleting substances,’(c) polychlorinated biphenyls” and other hazardous chemicals,? (d)
wildlife or wildlife products regulated under the Convention on International Trade in
Endangered Species of Wild Fauna and Flora,® and (e) transboundary trade in waste or waste
products;'™

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

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

(v) production of or trade in tobacco;™

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

(vii) production of or trade in radioactive materials,'? including investment in nuclear reactors;

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

(ix) commercial logging operations or the purchase of logging equipment for use in primary
tropical moist forests or old-growth forests;

(x) marine, inland 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 or freshwater biodiversity and habitats;

(xi) new coal-fired power generation and coal-fired heating plants;'*

(xii)  coal mining, processing, storage or transportation;'

(xiii)  upstream or midstream oil projects;'® and

(xiv)  natural gas exploration or drilling."

! Forced labor means all work or service that is exacted from any person under the threat of a penalty and for which the person has not offered
themself voluntarily.

2 Child labor means work that deprives children of their childhood, their potential and their dignity, and that is harmful to their physical and mental
development. This includes work that: (i) is mentally, physically, socially, or morally dangerous and harmful to children; (ii) interferes with their
schooling by depriving them of the opportunity to attend school, obliging them to leave school prematurely, or requiring them to attempt to combine
school attendance with excessively long and heavy work; and/or (iii) involves hazardous conditions, such as exposure to dangerous substances, heavy
machinery, or extreme temperatures that can endanger the health, safety, or well-being of children.

? 3 A list of pharmaceutical products subject to phaseouts or bans is available at hitp://www.who.int. (Regulation and Prequalification (who.int).

* A list of pesticides and herbicides subject to phaseouts or bans under the Rotterdam Convention is available at http://www.pic.int.

® A list of persistent organic pollutants subject to the Stockholm Convention is available at https://chm.pops.int/.

¢ 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 https://ozone.unep.org/treaties/montreal-protocol.
7 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.

8 A list of hazardous chemicals subject to Rotterdam Convention is available at http://www.pic.int.

? A list is available at http://www.cites.org.

10 As defined by the Basel Convention; see http://www.basel.int.

" This does not apply where ADB financing is provided as general working capital, equity or other support that are not earmarked for specific
activities, to an entity, who are not substantially involved in these activities. Not substantially involved means that the activity concerned is ancillary
to such entity’s primary operations.

12 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.

3 This does not apply to projects involving disposal of asbestos, provided a suitable asbestos management plan is adopted for such disposal.

' Consistent with ADB’s Energy Policy, this does not include early retirement of coal-based power plants and the enhancement of power generation
dispatch regimes to discourage the use of high-emitting, inefficient coal-fired power plants. ADB.2021. Energy Policy.

> ADB.2021. Energy Policy
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