
 

 

 

 
 

 

 

 
ENVIRONMENTAL AND SOCIAL RISK 

MANAGEMENT OPERATIONS MANUAL  

 
 

 

 

 

 

 
  

112706 

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed



ESOM South Africa Land Bank 

  Page 2 
 

 

 

TABLE OF CONTENTS 
 

ABBREVIATIONS AND ACRONYMS        3 

1.0 INTRODUCTION          4 

2.0 PROJECT IMPLEMENTATION ARRANGEMENTS     5 

3.0 WORLD BANK PERFORMANCE STANDARDS      6 

4.0 ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEM           7 

 

 

 

 

APPENDIXES  
 

References                                      12 

Appendix 1   Relevant South African Laws                       13 

Appendix 2   Applying Key World Bank Performance Standards                                      14 

Appendix 3   Land Bank ESMS                                          18 

  Annex 1          32 

  Annex 2          33 

  Annex 3          35 

  Annex 4          36 

  Annex 5          46 

  Annex 6          50 

  Annex 7          52  

Appendix 4   Checklist For Dams and Reservoirs                              53 

Appendix 5   Annual PFI Environmental and Social Performance Report                                        61  

 

 

 

  



ESOM South Africa Land Bank 

  Page 3 
 

 
ABBREVIATIONS AND ACRONYMS 

 

AES  Agricultural Economics Specialist 

B&CB Business and Corporate Banking 

DEA Department of Environmental Affairs 

EA Environmental Assessment 

EIA Environmental Impact Assessment 

EHS Environmental Health and Safety 

ESIA Environmental and Social Impact Assessment 

E&SMP Environmental and Social Management Policy 

ESMS  Environmental and Social Management System 

ESMS – IT Environmental and Social Management System - Implementation Tools 

ESOM Environmental and Social Risk Management Operations Manual 

FI Financial Intermediary 

IFC International Finance Corporation 

NEMA                     National Environmental Management Act  

PFI Participating Financial Intermediary 

RCB                        Retail Commercial Banking 

REM                       Retail Emerging Markets 

WBG World Bank Group 

 
  



ESOM South Africa Land Bank 

  Page 4 
 

1.0 INTRODUCTION 
 

 

1. Land Bank was established in 1912 and is governed by the Land and Agricultural Development Bank 

Act of 2002. Land Bank was given a mandate of 11 aspects, which fall into five broader areas: (i) access of the 

historically disadvantaged population to land, (ii) agriculture productivity, growth and job creation; (iii) gender 

equity; (iv) environmental sustainability; and (v) food security. The National Development Plan 2030 (NDP)
1
 

continues to call for a key role of Land Bank in providing financial support to land reform beneficiaries and to 

help them overcome difficulties in entry into commercial farming.
2
  

2. As the leading development financial institution in the rural and agriculture sector in South Africa, Land 

Bank has a 29 percent market share in agricultural financing as of July 2015.  

3. The World Bank has provided long-term financing for the Land Bank Financial Intermediation Project, 

under which Land Bank will on-lend loan proceeds to participating financial intermediaries (PFIs). The 

proposed project aims to address market failures in the provision of agricultural financing, access to finance for 

previously disadvantaged emerging farmers, and limited availability of medium to long-term financing in South 

Africa. It will help the bank refocus its operations to sustainably scale up lending to emerging farmers through 

wholesale channels along with extension services and through direct lending channels to facilitate emerging 

farmers’ integration into established value chains. By targeting farmers and farm workers who are considerably 

poorer than other income earners in South Africa, the project will contribute to poverty reduction and income 

equality. The project will facilitate a broader and deeper financial intermediation by Land Bank and diversify its 

funding sources away from Government. 

4. Project beneficiaries will be the target beneficiaries under CDB and CB business lines as detailed in the 

respective credit policies. The wholesale finance facility under CDB focuses on historically disadvantaged South 

Africans in primary agriculture fulfilling certain criteria, such as a maximum asset size of ZAR 3 million 

(~US$261,000), access to land, farming on a full-time basis, difficulties in accessing traditional financing due to 

a lack of security, and existing off-take agreements or contracts in place. CB clients are either historically 

disadvantaged or other clients engaged primarily in secondary agriculture. According to the CB credit policy, 

they must be solvent, have viable business plans, and adequate security, among others. The beneficiaries will 

benefit from the financing provided by Land Bank for investment and working capital loans. In addition, 

participating financial intermediaries (PFIs) will be eligible for loans from the longer-term funding provided 

through the project. 

5. One of the prerequisites of the World Bank Group support for the Land Bank is that PFIs integrate into 

their lending operations, the requirements of environmentally and socially sound and sustainable development as 

identified in the sustainability policies and frameworks of the World Bank Group,
3
 and laws and regulations of 

South Africa
4
. Those measures will ensure that appropriate risk management measures have been identified for 

implementation by the loan applicant.   

 

6. This Environmental and Social Risk Management Operations Manual (ESOM) has been set up to 

ensure that, along with an environmental and social management system established by a PFI, each project 

financed by the Land Bank meets the requirements of the World Bank Group applicable to loans financed by a 

financial intermediary (FI). PFIs are required to have capabilities to implement their systems in a manner 

consistent with the guidance provided in this Manual.  If a PFI does not have the capacity to implement the 

ESMS, Land Bank will provide guidance in supporting the PFIs to develop action plans to meet those 

requirements. 

                                                           
1 Our Future – Make it Work: National Development Plan 2030. August 2012. 
2 NDP. Page222. 
3 Select references are listed in Appendix 1.  
4 Relevant South African laws and regulations are listed in Appendix 1. 
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7. PFIs may be exposed to environmental and social (E&S) risk through the project activities of their 

borrowers/investees, which then may present financial, legal, and/or reputational risks to the PFI. The E&S risks 

associated with the internal operations of an FI are typically limited to managing aspects related to labor and 

working conditions of employees, as well as ensuring the safety of employees and visitors within its premises. 

The E&S risk associated with an FI’s lending/investment activities depends on factors such as the specific E&S 

circumstances associated with a borrower’s/investee’s operations, the sector, and the geographic context, among 

others.  

 

8. A PFI that utilizes financing provided from World Bank loan proceeds to the Land Bank is required to 

address E&S risks based on the level of perceived risk, the type of financing undertaken and the amount of 

leverage that the PFI has in obtaining mitigation measures from its borrowers/investees. When a PFI provides 

project or long-term corporate finance, it is more exposed to the underlying E&S risks of the 

borrowers’/investees’ operations but also has the opportunity to manage these risks at the transaction level. 

Considering the E&S risk in the transaction review and due diligence process is an essential element in a PFI’s 

overall risk management efforts. This approach requires undertaking individual transaction screening and, where 

necessary, due diligence and monitoring, and overall E&S risk management in accordance with the resulting 

E&S risk profile of the portfolio. In parallel, the PFI needs to develop and maintain the requisite staff capacity 

for E&S risk management. 

2.0 PROJECT IMPLEMENTATION ARRANGEMENTS 
 

9. Land Bank is responsible for implementation and monitoring of the World Bank-financed Financial 

Intermediation Project. The Chief Financial Officer of Land Bank has been designated as the primary 

counterpart for the project, and will interact with the Chief Operating Officer and the respective operational 

teams to monitor project implementation and report to the World Bank. Dedicated staff in Land Bank have been 

identified for managing all aspects of the project, including ensuring compliance with environmental and social 

safeguards. 

10. PFIs will be guided by the procedures set out in the Land Bank ESOM and ESMS in reviewing and 

appraising the sub-loans, and to inform the beneficiaries of environmental requirements for sub-loan appraisal, 

so that the subprojects can be implemented in an environmentally sound manner. The procedures and 

requirements will incorporate South African regulatory requirements for environmental review and the World 

Bank’s Performance Standards for the private sector. The procedures will primarily comprise of environmental 

screening, environmental impact assessment, and environmental mitigation where necessary. Environmental 

screening will be carried out by the PFIs at an early stage in their sub-loan review procedures to determine the 

appropriate environmental risk category for the enterprises, and may require the contracting of external expertise 

in carrying out the appropriate E&S instrument depending on the level of risk and impact of the sub-loan on the 

environment. Following screening, an Environmental Impact Assessment (EIA) in line with the environmental 

classification of the sub-project may be recommended. 

11. PFIs will be responsible for carrying out any environmental analysis and for confirming that the 

proposed sub-projects comply with the national environmental laws and regulations, and all of the World Bank’s 

Performance Standards for the Private Sector, and for obtaining the necessary clearance from the appropriate 

licensing authorities. Once the analysis is performed and recommendations incorporated into the sub-project, the 

PFI will formally appraise the proposed sub-loan package, which would include, where appropriate, an 

environmental mitigation plan. The implementation of the mitigation plan will be monitored by the PFI. Any 

resettlement of land occupants required by agricultural activities or their intensification will comply with the 

relevant South African laws and regulations (Appendix 1), and be consistent with the World Bank’s 

Performance Standard 5. The overall review process will be monitored by Land Bank. 
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12. Land Bank has established procedures for collecting a range of detailed data on FI performance. 

Submission memos for loans include detailed information on the number of emerging farmers, their assets, 

demographics of commercial firms’ work force (including breakdown between employees and management), 

status, ownership, and amount of land (including differentiation among usage). This database needs to be 

supplemented by detailed environmental information related to the proposed sub-loan financed by the PFI. As 

the first interface between the farmers and the financial system, the PFIs’ Agricultural and Environmental 

Services Officers will be responsible for data collection and reporting. 

3.0 WORLD BANK PERFORMANCE STANDARDS  
 
13. Eight Performance Standards that set out environmental and social screening procedures have been 

adopted by the World Bank in its OP/BP 4.03 Performance Standards for Projects Supported by the Private 

Sector for application to projects (or components thereof) financed by the World Bank that are designed, owned, 

constructed and/or operated by a Private Entity.
5
 

 

14. The Performance Standards are the following:  

 

1. Performance Standard 1: Assessment and Management of Environmental and Social Risks and Impacts  

2. Performance Standard 2: Labor and Working Conditions 

3. Performance Standard 3: Resource Efficiency and Pollution Prevention 

4. Performance Standard 4: Community Health, Safety, and Security 

5. Performance Standard 5: Land Acquisition and Involuntary Resettlement 

6. Performance Standard 6: Biodiversity Conservation and Sustainable Management of Living Natural 

Resources 

7. Performance Standard 7: Indigenous Peoples 

8. Performance Standard 8: Cultural Heritage 

 

15. The World Bank has categorized the Land Bank Financial Intermediation project as FI, and as such, 

each PFI that utilizes World Bank loan proceeds coursed through the Land Bank will be required to: 

a) follow the Land Bank ESMS commensurate with the level of social and environmental risks in its 

portfolio, and prospective business activities; 

b) apply relevant aspects of World Bank Performance Standard 2 to its employees; and 

c) ensure that all subprojects supported by the Bank comply with applicable national and local laws and 

regulations and the World Bank Performance Standards.  

16. Land Bank will review the existing portfolio and/or proposed business activities of the PFI to identify 

risks, and assess whether the ESMS developed by the PFI is appropriate for managing those risks. Projects will 

be categorized by the significance of their environmental and social/involuntary resettlement impacts. 

Significance will be determined by scrutinizing the type, location, scale, nature, and magnitude of a project’s 

potential impacts. The environmental and social safeguard categories that Land Bank, and then, PFIs will use 

are:  

A. Environmental  

 (i)  Category B. Projects with anticipated moderate adverse impacts on the environment. These 

include projects with minor environmental impacts, such as transmission lines and substations; 

rehabilitation projects of power plants, factories, or roads within the same corridor or footprint; 

and other developments anticipating moderate adverse impacts which can be mitigated by 

known measures.  Category B projects will require the preparation of an initial environmental 

                                                           
5 The Performance Standards can be found at www.ifc.org/enviro or on the Safeguards website of the World Bank, Further information is 

provided in the World Bank Performance Standards for Private Sector Activities: Guidance Note. Additional guidance may be sought 

in IFC’s Good Practice Notes, and IFC’s January 2012 Interpretation Note on Financial Intermediaries. 
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examination (IEE) with an environmental mitigation and monitoring program.  Any project 

listed (by type) as Category B, but deemed to be of significant anticipated environmental 

impact, can be determined to be a Category A project.  

(ii)  Category C. Projects with no anticipated adverse environmental impacts.  Category C projects 

require no impact assessment studies. 

 

B. Social 

 

(i) Category B.  Projects where fewer than 200 people will experience major involuntary 

resettlement impacts. Category B projects require a short resettlement plan. Projects that are 

expected to have limited impacts on indigenous peoples or ethnic minorities require specific 

actions favourable to indigenous peoples in the project design or in related plans (e.g. a 

resettlement plan).   

 

(ii) Category C.  No involuntary resettlement or indigenous peoples/ethnic minorities impacts are 

expected.  Category C projects require no plans. 

 

17. Land Bank requires PFIs whose portfolio and/or proposed business activities present moderate to high 

social or environmental risks (i.e., Category FI-1 and some FI-2) to ensure that any such activities financed by 

the Land Bank are operated in a manner consistent with the World Bank Performance Standards. It is expected 

that the FI category will be FI–2, based on the expectation that the proposed portfolio will comprise subprojects 

that have potential limited adverse environmental or social risks or impacts that are few in number, generally 

site-specific, largely reversible, and readily addressed through mitigation measures; or includes a very limited 

number of subprojects with potential significant adverse environmental or social risks or impacts that are 

diverse, irreversible, or unprecedented.  

 

18. Guidelines for the detailed application of key World Bank Performance Standards are in Appendix 2.  

4.0 ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEM  

19. Environmental risks and impacts inherent to the agriculture and agribusiness industry are largely related 

to effluent discharges from use of pesticides/herbicides in controlling weed infestation, use of fertilizer to 

increase crop productivity, pollution of soil and water resources from runoff, occupational health and safety of 

workers, efficient use of water and energy resources, solid waste disposal, and noise and air emission from 

industrial facilities. There may also be social risks, such as involuntary resettlement of land occupants, who may 

be formal tenants, those who exercise customary user rights, or manage community lands, among others. The 

Land Bank is responsible for ensuring that in providing loans to PFIs, those risks mentioned above are 

adequately assessed and where appropriate, mitigation measures are set in place.  

20. Projects are categorized according to the level of impacts. Category A projects that will be subject to the 

full EIA process may include the following:  (i) projects to restructure groups of rural land; (ii) projects to put 

uncultivated land or semi-natural areas to use for intensive agriculture; (iii) water management projects for 

agriculture; (iv) reforestation for first time that could cause adverse ecological changes and recuperation of land 

with a view to changing its use; (v) poultry farm installations; (vi) pig farm installations; (vii) cattle feedlots; 

(viii) salmon fishing; and coastal land reclamation.  

21. The main environmental and social risks and impacts under the Project relate to the ability of the Land 

Bank to identify and manage environmental and social risks associated with its lending activities. Land Bank 
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has adopted an Environmental and Social Management System (ESMS; Appendix 3),
6
 which is a management 

system consisting of procedures, management commitment, delineation of roles and responsibilities and 

guidance that a PFI/PE fund follows to review and manage E&S issues and risks associated with its investments. 

Land Bank reviews the operations of borrowers/investees, where they present E&S risks, for compliance with 

national E&S laws and regulations where they exist and are applicable. Land Bank has appointed an 

environmental and social coordinator to supervise the implementation of the sub-projects. 

22. Land Bank’s commitment to environmental and social management is set out in its corporate 

Environmental and Social Management Policy (2012), and will be implemented through the ESMS as part of its 

credit approval process. The ESMS establishes the commitment to integrate environmental and social 

management principles into the project finance decision making process. Hence, close reference must be made 

to the provisions of the Land Bank ESMS when undertaking due diligence of PFI systemic structures and 

subprojects.  

23. In accepting financing provided by Land Bank under the World Bank-financed project, each PFI is 

required to follow Land Bank procedures for screening, assessment, and management of the environmental and 

social risks and impacts of proposed transactions, which are based on the World Bank Performance Standards, 

as well as the financial institution’s corporate practices and policies for corporate responsibility.  

24. PFIs are required to develop and operate their ESMSs commensurate with the level of E&S risks in their 

portfolio and prospective business activities. In addition to ensuring compliance with national laws, regulations 

and procedures, each PFI will assess E&S risks of transactions according to World Bank Performance Standards 

1 through 5, and will require its borrowers/investees to comply with these Performance Standards in their 

operations. All PFIs must also manage the working conditions of their workforce in accordance with relevant 

aspects of Performance Standard 2 on Labor and Working Conditions relates to employment practices and 

conditions. The Land Bank ESMS serves as a guide to the essential elements of environmental and social risk 

management, and may be adapted to the scale, size and complexity of individual PFI operations. 

25. World Bank loan proceeds on-lent by Land Bank to PFIs cannot be used to finance activities specified 

in the Land Bank and World Bank Group Exclusion Lists.
7
 

26. The ESMS comprises 10 Sections and seven Annexes. The text covers, among others, policy 

commitments, implementation guidelines, reporting requirements, documentation requirements, and institutional 

and implementation arrangements. The commitments of the Land Bank to comprehensive environmental and 

social risk assessment (ESRA) that must be followed in due diligence of projects are clearly laid out in the 

ESMS, particularly Section 4.2.4, which requires the Bank to ensure that: 

“… all projects/farm operations financed by the Land Bank must conform to environmental and social 

sustainability requirements as stipulated in the local and national environmental, health and safety 

legislations, and, where applicable, international environmental management conventions and 

requirements such as: 

a) Labour standards and working conditions including occupational health and safety; 

b) Community impacts including human rights, public health, safety and security; 

c) Impacts on indigenous peoples and cultural heritage; 

d) Land acquisition and involuntary settlement; 

e) Conservation, management and sustainable use of natural biodiversity resources; and 

f) Safeguarding of critical habitats and where feasible enhancement of natural habitats.” 

                                                           
6 Approved by the Land Bank Board on 26 February 2015.  
7 Listed in the Land Bank ESMS.  
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27. Screening for environmental risks and impacts is carried out by Land Bank during credit approval 

processes using the ESMS for detailed guidance. Four steps are specified: 

1. Environmental and Social Screening: 

2. Environmental and Social Risk Evaluation and Reporting 

3. Environmental and Social Risk Approval and Control 

4. Loan Monitoring – Environmental and Social Risk Monitoring 

28.  The ESMS also clarifies the roles and responsibilities of the key players: Land Bank Environmental and 

Social Sustainability (ESS) Division, Head Office; ESS Manager, Head Office; Senior Manager/Head, ESS; 

Hubs; Agriculture Finance Centers – Relationship Bankers and Agricultural and Environmental Services 

Officers 

29. There will be several scenarios associated with the environmental and social assessment of subprojects 

financed by PFIs using World Bank loan proceeds. In all scenarios, the relevant World Bank Performance 

Standards will apply. The Performance Standards will prevail in the event that national environmental policies 

diverge from the World Bank requirements.  

30. Consistent with the Performance Standards, which will apply to sub-loans financed out of World Bank 

loan proceeds, the Project is classified as F1-2, which categorizes the expected environmental and social risks 

and impacts generated from implementing the sub-loans as moderate. Of the eight Performance Standards, those 

that are primarily applicable are: PS1 - Assessment and Management of Environmental and Social Risks and 

Impacts, PS2 - Labor and Working Conditions; PS3 - Resource Efficiency and Pollution Prevention; PS4 - 

Community Health, Safety and Security; and PS5 - Land Acquisition and Involuntary Resettlement. PS1 and 

PS3 are applied because of Land Bank’s involvement in financing agricultural activities that could potentially 

have harmful consequences on the environment, including through pollution. PS2 and PS4 are applied to Land 

Bank and its intermediaries to ensure that the labor and working conditions as well as the health, safety and 

security standards are adequate. PS5 applies because Land Bank is financing projects of land reform 

beneficiaries even though Land Bank is not supporting land acquisition under the REM program. As mentioned 

earlier, Appendix 3 provides a detailed explanation of the key Performance Standards that are likely to be 

applied in most projects. 

31. The ESMS sets out a structured set of environmental and social assessment requirements. For direct 

lending, as a first step, an environmental and social screening is conducted according to the risk categorization 

set out in the ESMS. Credit appraisal is the second step, requiring mandatory documentation and certification by 

the appropriate authorities. The third step is approval of the sub-loan by the Land Bank Credit Committee after a 

final review of all environmental and social assessment documentation. After credit approval, negotiation of the 

credit agreement, and commencement of loan-financed activities, the final step is loan environmental and social 

risk monitoring, including reporting to the World Bank. For indirect lending to financial intermediaries, the key 

requirement is that the intermediary has an appropriate environmental and social management system that is 

adequately staffed to be able to conduct the assessments needed for approval of sub-loan activities.  

32. Environmental and social assessment checklists at the sector and subsector levels are widely available, 

and guidance may be sought from the World Bank Group for examples. A sample due diligence checklist is 

provided in Appendix 4 for irrigation projects (dams/reservoirs).  

33. Given that the World Bank loan proceeds will be used to finance sub-loans under the Financial 

Intermediation Project, a key element of the ESMS will be maintaining a database for review by the World Bank 

as part of its due diligence of the utilization of loan proceeds. Together with the formal monitoring reports that 

are to be submitted every six months using the template provided in Annex 7 of the ESMS, each PFI that utilizes 
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World Bank loan proceeds on-lent by Land Bank will submit an annual environmental and social performance 

report according to the structure presented in Appendix 5.  

34. The World Bank conducts supervision missions, and from an environmental and social perspective, the 

frequency of those missions may vary according to the degree of environmental and social impacts. However, it 

is expected that the World Bank will conduct supervisions every six months.  

35. During semi-annual missions, the World Bank will supervise subproject’s environmental and social 

safeguard arrangements in the following ways:  

(i) review of Land Bank PFI lending documentation related to environmental and social issues in sub-

projects financed from World Bank loan proceeds, including field reports from Land Bank’s AES 

officers, and relevant environmental reports from the Department of Environmental Affairs, 

Department of Agriculture, and the Department of Water Affairs; and  

(ii) assess compliance with the Land Bank’s ESMS and ESOM requirements.  

 

36. The World Bank will also assess the adequacy of institutional arrangements, such as staffing of 

specialists, needed to implement the Land Bank ESMS effectively. 

 

37. The database maintained by Land Bank should be readily available to World Bank staff responsible for 

due diligence of the Project. Although the ESMS states that Category B and C projects will be monitored 

formally every two years, routine compliance with environmental and social indicators should be maintained in 

a database that is readily available to the World Bank for review during the implementation of the subproject. 

The table below presents an indicative sub-loan monitoring structure.  

38. Compliance monitoring and enforcement is carried out by the Department of Environmental Affairs, 

Department of Water Affairs and the Department of Agriculture following their respective mandates in 

accordance with the EIA licenses, Water Licenses and Soil Conservation Act. Land Bank has staff in the field 

who report on other aspects of compliance with loans, including provision of detailed information on the 

limiting factors on agricultural productivity, and on livelihoods. Compliance monitoring and enforcement is 

carried out by the Department of Environmental Affairs, Department of Agriculture, and the Department of 

Water Affairs. 

Monitoring of Sub-loans 
Activity Frequency Responsibility World Bank Role 

Direct Lending by Land Bank 

Category A Compliance 

Monitoring 

Every six months Land Bank Environmental 

and Social Safeguards 

Manager 

Reports to be provided to 

relevant Government 

Departments in required 

formats 

Six-monthly reports to be 

submitted to World Bank 

Review of subproject 

performance during six-

monthly World Bank 

supervision missions 

Category B and C 

Compliance Monitoring 

Formal: Every two years 

Routine: For Category B, 

environmental and social 

indicators reviewed every 

six months 

Land Bank Environmental 

and Social Safeguards 

Manager 

Reports to be provided to 

relevant Government 

Departments in required 

formats 

Reports to be submitted to 

the World Bank, which 

may require audits at a 

frequency to be 

determined 

General review during six-

monthly World Bank 

supervision missions 

Performance Reporting Annually Land Bank Environmental 

and Social Safeguards 

Manager 

Report to be submitted to 

the World Bank 
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Reports to be provided to 

relevant Government 

Departments in required 

formats 

Indirect Lending by Land Bank 

Review of compliance with 

PFI ESMS requirements 

Annually PFI ESMS Staff 

Review by Land Bank 

Environmental and Social 

Safeguards Manager 

Report to be submitted to 

the World Bank 

Project Completion    

Project Completion Report Within six months of  

physical completion of the 

project  

Land Bank Environmental 

and Social Safeguards 

Manager 

World Bank to field a 

project completion mission 

to assess/confirm findings 

and recommendations of 

Land Bank Completion 

Report 
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Appendix 1 

 

RELEVANT SOUTH AFRICAN LAWS 

 

National Environmental Management Act (1998) 

National Water Act (1998) 

National Environmental Management: Air Quality Act (2004) 

Atmospheric Pollution Prevention Act (1965) 

Environmental Conservation Act (1998) 

Agricultural Pest Act (1983)  

Conservation of Agricultural Resources Act (1983) 

National Energy Act (2008) 

National Environmental Waste Act (2008) 

National Environmental Management: Protected Areas Act (2004) 

Animal Diseases Act (1984) 

Genetically Modified Organisms Act (1983) 

Occupational Health and Safety Act (1993) 

National Forest Act (1998), Meat Safety Act (2000) 

Mineral and Petroleum Resources Development Act (2002) 

Labour Relations Act (1995) 

Compensation for Occupational injuries and Diseases Act (1993) 
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Appendix 2 

Applying Key World Bank Performance Standards in the ESMS 

For this FI-2 (moderate risk) project, the following three (3) Performance Standards are applicable as follows: 

 

I. Applying Performance Standard 1 on Assessment and Management of E&S Risks and 

Impacts to FI Lending/Investment Activities 

 
Application of Performance Standard 1 requires the development of an ESMS by each PFI to identify and 

manage the E&S risks associated with their portfolio on an ongoing basis (see Annex 2 for specific details on 

the ESMS). The type, scale, and location of the project guide the scope and level of effort devoted to the risks 

and impacts identification process. The scope of application of the ESMS is in part determined by the use of 

funds from the World Bank Group (WBG) financing.  

 

The organizational structure that defines roles, responsibilities, and authority to implement the ESMS should be 

set out clearly. The ESMS should be tailored to fit the needs of the PFI and can be integrated into its existing 

risk management systems for credit, operational risk, finance, legal, compliance, or any other relevant system 

operating within the PFI, which may already consider some environmental and social (E&S) risk. These 

processes should be used as a foundation on which to build the additional E&S risk management elements of the 

ESMS.  

 

To ensure that borrowers/investees comply with the PFI’s E&S policy, the PFI should incorporate E&S 

provisions and investment conditions into legal agreements. Standard E&S terms are typically represented as 

general E&S definitions, representations and warranties, disbursement conditions, and/or covenants regarding 

compliance with the requirements as defined by the PFI’s E&S policy.  

 

PFI senior management should be informed regularly of the E&S risks at the portfolio level and of individual 

borrowers/investees, if necessary. This information gives the PFI a better understanding of its overall exposure 

to E&S risk, and allows the PFI to focus on transactions and borrowers/investees that may require additional 

resources to manage E&S impacts. PFIs should periodically review the implementation effectiveness of their 

ESMS, and adjust or update procedures, as needed, to enhance practices and efficiency, address potential 

changes in the E&S risk profile of their portfolio, and respond to changes in the E&S regulatory environment.  

 

Performance Standard 1 also requires WBG clients to implement and maintain a procedure for external 

communications, consultations, disclosure, and a grievance mechanism to receive external complaints from the 

public regarding any aspects of operations. For the PFI, this requires implementing a process for receiving and 

responding to concerns from third parties—for example, concerns related to the PFI’s investment activities 

and/or a borrower/investee in its portfolio. The process should provide publicly available and easily accessible 

channels (e.g., phone number, website, e-mail address, etc.) to receive communications and requests from the 

public for information regarding E&S issues. The PFI will assess the relevance of the external communication 

received and determine the level of response required, if any  

 

Where the WBG client’s operations involve activities and facilities that are likely to generate perceptible 

adverse impacts, Performance Standard 1 requires clients to establish and maintain an emergency preparedness 

and response system to respond to accidental and emergency situations. For a PFI client, this means ensuring 

that the necessary emergency preparedness and response plans are in place within its premises to protect the 

health and safety of its employees as well as that of visitors. Effective emergency preparedness and response 

plans should identify responsibilities and procedures for communicating different types of emergencies (e.g., 

fire, earthquake or robbery) to the appropriate authorities and for safe evacuation. Plans should also include 

specific training and practice requirements (i.e., simulations and drills). Buildings that are owned or 

rented/leased by the PFI that are accessible to the public should be designed, constructed, and operated in full 
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compliance with local building codes, local fire department regulations, local legal/insurance requirements, and 

in accordance with internationally accepted life and fire safety standards.  

 

II. Applying Performance Standard 2 on Labor and Working Conditions to the PFI’s 

Workforce 
  

Performance Standard 2 requires WBG clients to commit to the fair treatment, non-discrimination and equal 

opportunity of employees, to maintain or improve employee-management relationships, and to promote 

compliance with national employment and labor laws. Performance Standard 2 also requires WBG clients to 

extend the same rights to certain third-party (contracted) employees.  

 

For PFIs, this means (i) maintaining good working conditions and employee relationships through the adoption 

and implementation of clear and transparent human resources policies and procedures; (ii) reasonable conditions 

of employment (including non-discrimination); (iii) allowing freedom of association among employees; (iv) 

managing a grievance process to learn about employees’ concerns and suggestions; and (v) in cases when 

collective dismissal of employees is unavoidable, having a fair retrenchment plan.  

 

Human Resources Policies and Procedures 
Performance Standard 2 requires WBG clients to adopt and implement human resources policies and procedures 

appropriate to the size of their operations and workforce. These policies and procedures should state the 

approach for managing employees and be consistent with the requirements of Performance Standard 2 and 

national law. For the PFI, this means documenting human resources policies and procedures and clearly 

communicating such policies and procedures to all employees. The scope and complexity of the human 

resources policies and procedures should be tailored to the size and nature of the PFI’s workforce. The PFI 

should communicate employment terms to employees upon and throughout the duration of employment.  

 

All employees should have a contract or letter of employment outlining the working relationship with the PFI, 

stating the employment conditions and referring to the PFI’s applicable policies, procedures, and labor 

regulations. Employees should also have access to their employment records in accordance with national law.  

 

A PFI will not employ children in any manner that is economically exploitative, or is likely to be hazardous or 

to interfere with the child’s education, or to be harmful to the child’s health or physical, mental, spiritual, moral, 

or social development. Where Nigerian laws have provisions for the employment of minors, the PFI will follow 

those laws. PFIs will identify employees under the age of 18 and undertake an appropriate risk assessment and 

regular monitoring of health, working conditions, and hours of work. 

 

A PFI will not employ forced labor, which consists of any work or service not voluntarily performed that is 

exacted from an individual under threat of force or penalty.  

 

A PFI should not tolerate any kind of harassment of its employees, including sexual harassment or mistreatment 

within the workplace. The PFI’s human resources policy and procedures should outline the necessary measures 

for preventing this type of behavior and provide a mechanism for reporting and addressing inappropriate 

behavior. 

 

Working Conditions and Terms of Employment 

Performance Standard 2 also requires WBG clients to provide reasonable working conditions for all employees. 

For PFIs, this means providing conditions and terms of employment that, at a minimum, comply with national 

law and Performance Standard 2. In addition to salary, this should include a safe work environment free of 

discrimination or harassment; maximum working hours and payment for overtime work for applicable 

employees/job types; health insurance; pension; and leave time for holidays, illnesses/injuries, and maternity.  
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Where collective bargaining agreements are in place, the PFI should verify that these meet the requirements of 

national law and Performance Standard 2, and provide conditions and terms of employment in line with these 

agreements. Where some employees are covered by collective bargaining agreements and others are not, the 

terms and conditions of employment as well as benefits of all employees in similar positions should be 

substantially equivalent. When the PFI provides fee-based services (e.g., training) to employees, these services 

should be provided in a non-discriminatory manner and should comply with national and international standards 

for quality, security, safety, and professional competency. Employee participation should not be mandatory and 

service fees should be at the market rate, transparent, and fair.  

 

Employees’ Organizations 
This Performance Standard requires WBG clients to recognize the rights of their employees to form and join 

employees’ organizations where permitted by law. These organizations should be freely chosen by employees 

and should not be under the direct influence or control of the employer or the government.  

 

Non-Discrimination and Equal Opportunity 
Additional requirements ask WBG clients not to make employment decisions on the basis of personal 

characteristics unrelated to job requirements. In certain situations, protection or assistance designed to increase 

employment of underrepresented groups in the workforce or in particular occupations are acceptable under 

Performance Standard 2. Such affirmative actions are not deemed to constitute discrimination and may be used 

where permitted by law. For the PFI, this requires applying the principles of equal opportunity and non-

discrimination by basing all employment decisions (such as recruitment, hiring, working conditions, and terms 

of employment) on the ability of a person to perform their job duties.  

 

Retrenchment 
Performance Standard 2 also states that in the absence of alternatives to eliminating a significant number of 

work positions at one time, WBG clients are required to develop and implement retrenchment plans to reduce 

the adverse impacts on affected employees. For the PFI, this requires developing a retrenchment plan that 

includes an analysis of potential alternatives (options considered, number of positions saved, and a cost 

analysis). This process should (i) include consultations with employees to consider their concerns and ideas on 

adopting other measures (such as collective reductions in hours and salary) to avoid or minimize layoffs; (ii) 

communicate criteria for selection (which should be objective, fair, and transparent, and not based on personal 

characteristics unrelated to job requirements); and (iii) present compensation payments. The PFI should also 

establish a grievance mechanism to address potential claims that the retrenchment plan was not followed 

appropriately.  

 

In cases where retrenchment cannot be avoided, the PFI should pay any outstanding back pay and benefits, as 

well as severance payments mandated by national law and/or collective agreements. If the PFI is required to 

make payments for the employees’ benefit to specific third-party institutions such as pension funds or health 

funds, it should provide evidence of such payments to employees. Where payments can be made either to third-

party institutions or as a direct cash payment to employees, the PFI should defer to the employee’s preference.  

 

Grievance Mechanism for Employees 
Performance Standard 2 requires WBG clients to provide a mechanism for employees to raise workplace 

concerns and provide feedback. This mechanism should be clearly communicated to employees and allow for 

anonymous complaints to be raised and addressed. For PFIs, this requires developing a process whereby 

employees can state their concerns directly to human resources or management, bypassing their immediate 

supervisors if needed, and ensuring that matters are brought to management’s attention and addressed in a 

timely manner. The mechanism should protect confidentiality and ensure that there is no retribution for filing 

grievances. The PFI should document all grievances and provide feedback to those who file complaints.  

 

Workers Engaged by Third Parties  
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Performance Standard 2 also applies to contracted workers and requires WBG clients to take reasonable efforts 

to ensure that third parties that hire these workers are reputable and legitimate enterprises and have appropriate 

labor practices. For the PFI, this requires contractors hired for core functions to have the same rights and 

benefits as regular employees. For non-core functions, the PFI should establish policies and procedures for 

selecting and managing third-party employers to ensure that their labor practices are consistent with the 

requirements of Performance Standard 2.  

 

III. Applying Performance Standard 5 on Land Acquisition and Involuntary Resettlement 
 

This Performance Standard applies to physical and/or economic displacement resulting from the following types 

of land-related transactions:  

 

 Land rights or land use rights acquired through expropriation or other compulsory procedures in 

accordance with the legal system of the host country;  

 Land rights or land use rights acquired through negotiated settlements with property owners or those 

with legal rights to the land if failure to reach settlement would have resulted in expropriation or other 

compulsory procedures; 

 Project situations where involuntary restrictions on land use and access to natural resources cause a 

community or groups within a community to lose access to resource usage where they have traditional 

or recognizable usage rights;  

 Certain project situations requiring evictions of people occupying land without formal, traditional, or 

recognizable usage rights; or  

 Restriction on access to land or use of other resources including communal property and natural 

resources such as marine and aquatic resources, timber and non-timber forest products, freshwater, 

medicinal plants, hunting and gathering grounds and grazing and cropping areas.  

 

The Performance Standard does not apply to resettlement resulting from voluntary land transactions (i.e. market 

transactions in which the seller is not obliged to sell and the buyer cannot resort to expropriation or other 

compulsory procedures sanctioned by the national or local legal system if negotiations fail). It also does not 

apply to impacts on livelihoods where the project is not changing the land use of the affected groups or 

communities. As land purchase is not funded under REM, the main issues relate to relocation of land use 

affecting land tenants. 

 

Overall, each PFI ESMS process ensures the loan application will contain questions regarding conditions related 

to land tenure as follows. The questions below are consistent with the existing questions asked on Form 90. 

 

What is the status of the land holding? 

Is there evidence of land tenure status (affidavit, other 

documentation)?  

Are there outstanding land disputes?  

What is the land currently being used for being used for?  

Will the loan be used for any on-farm activities (such as a change in 

land usage or intensification) which would affect existing land 

tenants? 

 

If the loan application and screening process identifies any shortcomings or issues of concern, the PFI will 

determine if these shortcomings or issues can be rectified in a reasonable time and manner. If it is determined 

these conditions cannot be resolved, the loan will not be processed. 

 

  



ESOM South Africa Land Bank 

  Page 18 
 

Appendix 3 

LAND BANK ESMS 

1. PURPOSE 

This Environmental and Social Management System (ESMS) is intended to be a guiding tool for 

Environmental and Social Risk Assessment (ESRA) as part of risk management in the Land Bank Group.   

It comprises policy commitments, procedures, tools and internal capacity aimed at assisting the Land 

Bank Group identify and manage its exposure to the Environmental and Social (E&S) risks resulting from 

clients activities.  The ESMS states the Land Bank Group’s commitment to environmental and social 

management and explains procedures followed in identifying, assessing and managing environmental and 

social risks.  

2. DEFINITIONS  

Environment The surroundings in which an organisation operates, 

including air, water, land, natural resources, flora, 

fauna, humans and their interaction. 

 

Environmental Health Safety Practice of assessing and controlling factors in the 

environment that can potentially affect health. 

 

Environmental Impact Any change to the environment, whether adverse or 

beneficial, wholly or partially resulting from an 

organization’s environmental aspects. 

 

Environmental Impact Assessment  A systematic process of identifying, assessing and 

reporting environmental impacts associated with an 

activity including basic assessment. 

 

Environmental and Social Impact A systematic process of identifying, assessing 

Assessment and reporting environmental and social impacts 

associated with an activity including basic 

assessment. 

 

Environmental and Social  A multidisciplinary Committee  

Sustainability Advisory Committee advising the Land Bank Group on Environmental 

and Social sustainability issues and comprising 

representatives from all business units. 

 

Environmental & Social  Program responsible for implementing the  

Sustainability Program/Division.  Environmental and Social Management System and 

other related functions in the Land Bank Group.  

 

Funders/Funding Institution Any institution that invest its funds in the Land Bank 

Group. 

 

Investment Officer  A person responsible for a company's investment 

portfolio. The Investment Officer’s purpose is to 

understand, manage, and monitor the organization's 

portfolio of assets, devise strategies for growth, act 

http://en.wikipedia.org/wiki/Assets
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as the liaison with investors, and recognize and 

avoid serious risks. 

 

Land Bank  The Land and Agricultural Development Bank of 

South Africa established under Act 15 of 2002. 

 

Land Bank Group Land Bank and its subsidiaries. 

 

Priority Areas These are 19 Water Management areas identified in 

South Africa, these are freshwater ecosystems; they 

are most important for sustaining health and 

continued functioning of freshwater ecosystems 

(Atlas of freshwater, Ecosystem priority areas in 

South Africa, 2011). 

 

Project An agribusiness or rural related business being 

financed through the Land Bank loan subject to the 

necessary ability to repay. 

 

Risk The possibility that an event can adversely affect 

Land Bank Group, society and environment. 

 

Risk Assessment A process to determine the quantitative or qualitative 

value of risk related to a concrete situation and a 

possible threat (a part of the risk management 

process).  

 

Significant impact An impact that by its magnitude, duration, intensity 

or probability of     occurring may have an effect on 

an important aspect of the environment. 

 

Social & Environmental Due A process of evaluating the environmental and  

Diligence social impact of the prospective business before 

making an investment. 

3. BACKGROUND 

3.1 This ESMS must be read in conjunction with the Environmental and Social Management System 

Implementation Tools (ESMS-IT). 

3.2 The Land Bank Group recognizes that: 

3.2.1 The South African National Environmental Management Act of 1998(107) requires all 

organizations involved in green field projects to consider the impact of such projects on the 

environment and society. As such, major projects or investments are expected to undertake EIA; 

3.2.2 In alignment with the NEMA, the Land Bank Act of  2002(s.3), provides for the promotion, 

facilitation and support of programs designed to promote and develop the environmental 

sustainability of land and related natural resources;  

3.2.3 Development partners and multilateral DFIs require that their clients demonstrate adherence to 

sustainable finance principles as a pre-requisite for securing financial support from these 

institutions; 
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3.2.4 As a UNEP FI member, since 2013, it has to uphold and adhere to sustainable finance principles 

to which it is a signatory; 

3.2.5 As the financier of green projects, it is expected by national law and development partners or 

multilateral DFIs to promote and adhere to environmental and social sustainability principles; 

3.2.6 Agricultural and rural development projects that it finances can have adverse impacts on people 

and the environment, thus exposing the Bank to environmental and social risks due to direct 

impact of its clients on the environment and society. These risks can be categorized into three: 

a) Risk to Clients cash flow: If clients operations do not comply with national environmental 

and social standards and regulations, they can face temporary or even permanent closure.  

Also, Operations that are detrimental to the environment within a community can be 

subjected to community strikes and riots or products boycott by local and international 

consumers until compliance is restored.  Such incidences can severely affect the cash flow of 

the clients and ultimately their loan repayment ability; 

b)  Risk to guarantees of financial institutions: Poor handling of social and environmental 

issues undermines the value of guarantees where considerable hidden liabilities are involved.  

The Bank may also later be liable for expensive clean-up or compensation activities where 

such liabilities exist; and 

c) Reputation Risk:  Financing activities that do not adhere to environmental and social 

sustainability principles may tarnish the reputation of the Bank as the development finance 

institution as it may be seen as promoting activities detrimental to the environment and 

society. 

3.2.7 To effectively deliver on sustainable finance, minimize potential costs from environmental and 

social risks resulting from activities of its Bank’s clients, protect the environment and society 

and comply with the requirements of NEMA, the Land Bank Act and international financial 

requirements, it is imperative to have the ESMS to assist in   incorporating environmental and 

social sustainability requirements into its operations and lending activities; 

3.2.8 The ESMS sets the foundation layer of how the Land Bank Group aspires to enhance its 

environmental and social footprint; and 

3.2.9 The Bank has to align its actions to environmental and social sustainability principles within its 

corporate environment and encourage its clients to demonstrate efforts to support or promote 

environmental and social sustainability. 

3.3 This ESMS is intended to be a guiding tool for ESRA in the three business operations of the Land 

Bank Group, viz., REM, RCB and B&CB and provides an overarching framework for ESRA in 

these three business operations. Each operation/division has tailor made guidelines integrated in its 

credit policy in alignment with the ESMS. 

3.4 The ESMS consists of: 

3.4.1 Policy commitments – which state the Land Bank Group’s commitment to managing 

environmental and social risks it might be exposed to due to transactions and clients in its 

portfolio; 

3.4.2 Implementation guideline – which provides guidance on how to screen and categorize 

transactions based on their environmental and social risk, conduct environmental and social due 

diligence and monitor the client’s environmental and social performance; 
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3.4.3 Implementation  tools – for identifying, assessing and managing E&S risks; 

3.4.4 Capacity and training needs – which comprise roles and responsibilities of staff involved at each 

stage of ESRA and their training plan, as well as roles and responsibilities of the Land Bank 

Group clients; and 

3.4.5 Documentation and record keeping requirements – for tracking the environmental and social 

performance of each transaction and assessing the financial institution’s overall exposure to risk.  

4. POLICY COMMITMENTS 

4.1  The Land Bank Group believes that activities that are harmful to the environment and social 

development can affect the overall performance of projects and thus the business and reputation of 

the Land Bank Group.  To avoid these, the Land Bank Group embraces sustainable finance and 

environmentally and socially sustainable development practices in project financing by integrating 

environmental and social management principles into project finance decision making process.  

4.2 To this end the Land Bank Group commits to: 

4.2.1 Demonstrating good corporate citizenship by ensuring that it’s business decisions do not harm 

the environment and society, but promote sustainable development to also benefit future 

generations;  

4.2.2 Sustainable finance and Environmental and Social (ES) sustainability by establishing and 

implementing an effective ESMS required for ESRA;  

4.2.3 Integrating ES sustainability and ESRA requirements in its lending criteria; 

4.2.4 Ensuring that all projects/farm operations financed by the Land Bank must conform to 

environmental and social sustainability requirements as stipulated in the local and national 

environmental, health and safety legislations, and, where applicable, international environmental 

management conventions and requirements such as: 

g) Labour standards and working conditions including occupational health and safety; 

h) Community impacts including human rights, public health, safety and security; 

i) Impacts on indigenous peoples and cultural heritage; 

j) Land acquisition and involuntary settlement; 

k) Conservation, management and sustainable use of natural biodiversity resources; and 

l) Safeguarding of critical habitats and where feasible enhancement of natural habitats. 

4.2.5 Financing projects only when they are expected to be designed, built, operated and maintained 

in a manner consistent with the applicable requirements; 

4.2.6 Where applicable, financing clients that develop and implement environmental management 

systems and management plans in line with national and international best practices; 

4.2.7 Defining requirements for ESRA and monitoring; developing and communicating 

environmental and social performance standards that clients are expected to meet; and defining 

environmental and social roles and responsibilities for both the Land Bank Group and its clients; 



ESOM South Africa Land Bank 

  Page 22 
 

4.2.8 Promoting sustainability by taking a proactive and innovative approach to promote projects and 

initiatives that are designed to deliver environmental and social benefits, including: 

a) Supporting climate change mitigation and adaptation measures by investing in best 

practice climate change adaptation initiatives; 

b) Identifying and promoting projects in environmental priority areas and/or with 

environmental benefits; and 

c) Facilitating capacity building for clients to assist them with developing and 

implementing their environmental management programmes to improve environmental 

performance. 

4.2.9 Using environmental management tools and available information to   identify opportunities 

for future development;   

4.2.10 Ensuring transparency in its activities by disclosing the Land Bank Group’s performance on 

management of environmental and social sustainability issues and through stakeholders’ 

engagement;  

4.2.11 Ensuring that the Land Bank Group management, employees and clients understand the policy 

commitments made by Land Bank Group in this area; and 

4.2.12 Providing requisite capacity for effective implementation of the ESMS. 

5. IMPLEMENTATION GUIDELINE 

5.1 This guideline provides the general framework and tools adopted by the Bank during the ESRA 

process and may differ slightly from one business operation (REM, RCB and B&CB) to the other as 

per respective credit policies and procedures.  

5.2 In conducting the ESRA, the Land Bank Group follows a four staged approach, viz., (i) 

environmental and social risk screening, (ii) environmental and social risk evaluation and reporting, 

(iii) environmental and social risk approval and control and (iv) environmental and social risk 

monitoring.  

5.3 Projects are assessed and evaluated against the following filters or applicable requirements:  

5.3.1 The Land Bank Group  Exclusion List (ESMS-IT: Annex 1); 

5.3.2 Applicable national laws on environment, health, safety and labor (ESMS-IT: Annex 3); 

5.3.3  Project size
8
; and  

5.3.4 World Bank Performance Standards, required for projects financed from World Bank loan 

proceeds (ESMS-IT: Annex 5)
9
.  

5.4 The Bank adopts two different lending tiers: (i) direct lending - to farmers or producers and (ii) 

indirect lending - through intermediaries. The first category of lending involves retail (retail 

emerging and retail commercial farmers) and business and corporate banking where funding is 

required for direct use by the clients.  The second tier comprises cooperatives, warehouses or 

                                                           
8 Projects are categorised as small, medium and large depending on their value as follows: Small – projects valuing up to R20million, 

medium – projects valuing more than R20 million up to R100 million and large – projects valuing more than R100 million. 
9These are World Bank performance standards developed to manage E&S risks associated with large infrastructure and industry projects 

and  are globally accepted as environmental and social sustainability principles 
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processing facilities that act as intermediaries for on lending to other farmers or producers. This 

guideline details the generic process followed in conducting ESRA in the two tiers.  

5.5.1 Guideline and operational manual for First Tier: Direct lending to farmers and producers 

5.5.2 Step 1: Environmental and social screening 

a) At an initial stage of loan application or origination, the Relationship Manager in the AFC 

applies the Exclusion List (ESMS-IT: Annex 1) to the proposed project to determine if it 

does not fall within activities not financed by the Land Bank.  If the project involves an 

excluded activity, the prospective client is informed, and further consideration of 

investment in the project is terminated.  Otherwise, the Relationship Manager indicates 

the applicable requirements for the project. 

b) If the proposed activity does not involve an excluded activity, an initial Environmental 

and ESSD is undertaken to rate the E&S risk of the proposed activity according to low 

(category C), medium (category B) or high (category A) risk (Table 1 below). 

Table 1: Risk Categorisation 

Category Low risk 

(category C) 

Medium risk  

(category B) 

High Risk  

(category A) 

Environmental 

and Social 

Impact 

Environmental 

and social impacts 

are expected to be 

negligible 

 

Environmental and social 

impacts may be less adverse 

than those of category A 

projects.  These impacts are site 

specific and few of them, if any, 

can be reversed and in most 

cases mitigation measures can 

be designed more readily than 

for category A projects 

There may be significant 

adverse environmental and 

social impacts that are 

sensitive (and maybe 

irreversible), diverse and 

unprecedented.  The effects 

may go beyond the project site 

Assessment No environmental 

appraisal required 

Environmental and social 

compliance check as integrated 

part of the due diligence and site 

visit of a potential client 

Environmental and Social 

Impact Assessment or audit  

by a qualified external 

consultant 

Environmental 

and Social 

Requirements 

Compliance with 

applicable local 

laws 

 Compliance with applicable 

local laws 

 If necessary, remedial 

measures to be included into 

the loan contract 

 Compliance with applicable 

local laws 

 Compliance with applicable 

international (World Bank) 

performance standards 

 If necessary, remedial 

measures in the form of 

Environmental and Social 

Management Plan to be 

included into the contract 
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c) Risk Classification Form as per ESMS-IT: Annex 2 is used for risk categorisation.  

d) Categorisation decision is guided by three criteria:  

i) Dictates of national laws around intensive or sensitive projects (Annex 3); 

ii) International categorisation of different economic activities/industries according 

to their impact on the environment and society (ESMS-IT: Annex 4); and  

iii) World Bank performance standards (ESMS-IT: Annex 5), where applicable.  

e) The Risk Classification Form comprises 27 items and three risk categories (A, B and C).   

f) Should any of the items under each category be positively marked (i.e. a yes answer), it 

means the project being evaluated falls under such criteria.   

For example, a project would be classified as Category A if any of the items 1 – 13 are 

checked ‘yes’ independent of whether items 14 – 27 have been checked ‘yes’.  

Likewise, it would be classified as Category B if none of  the items 1 – 13 are checked 

‘yes’, and at least one of the items 14 – 26 are checked ‘yes’.  Finally, a project would 

be classified as Category C when only item 27 is checked positively. 

g) A project has to be accompanied by verification of each of the 27 items.  In the case of 

responses in the three categories, priority is given to category with highest ES impact.   

For example, in the case where items 1, 14, 15, 16 and 17 are checked ‘yes’, item 1 

places the project in the higher category, which is category A.  Alternatively, if items 

14 and 27 are checked ‘yes’, the project is classified as category B. 

i) The decision criteria used is included in Annexes 3 and 4.  Annex 4 in ESMS-IT 

categorises different economic activities according to their risk level, which is also 

determined by the size of the project where L stands for ‘Large’, M ‘medium’ and S 

‘Small’, respectively.  In this case the size is determined by the amount/value of the 

project (see footnote 1on page 9). 

5.5.3 Step 2: Environmental and Social Risk Evaluation and Reporting 

a) Step 2 is about credit appraisal. If the proposed project (farm operation) falls in category 

B or A, the client is referred to the Department of Environmental Affairs (DEA) for a 

detailed Environmental and Social Impact Analysis (ESIA).  For category B projects, 

certification by the DEA permitting the activity to go on is required.  Certification 

indicates that DEA is satisfied that the activity will not contravene any national 

environmental and social laws. Where necessary, the certificate will indicate minor 

remedial measures which the client has to put in place to minimise ES impacts and these 

should form part of covenants included in the client’s contract. 

b) For Category A projects, an Environmental and Social Risk Management Plan (ESRMP) 

is required in addition to the ESIA.  The ESRMP details how the client will mitigate 

potential environmental and social risks.  
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c) Once the required information is complete, the application is created and the ESIA, 

certificate and ESRMP, where necessary, are attached to the application.   

d) The application is checked for completeness by the AFC before submitting it to the Hub 

for documents verification, quality assurance and first level of credit assessment.   

5.5.4 Step 3: Environmental and social risk approval and control 

a) After appraisal, the application is referred to the Head Office for credit approval by Credit 

Committee. At this stage final review of ESIA and ESRMP is done. The AES manager 

ensures that the E&S risk level and knowledge around it is acceptable.  If acceptable, the 

environmental and social sustainability conditions are applied to the credit agreement by 

the Legal Department. In conducting the final appraisal the Credit Committee uses the 

checklist in Annex 6 (ESMS-IT). 

5.5.5 Step 4: Loan Monitoring – Environmental and Social Risk Monitoring 

a) For Category A projects, environmental and social compliance is monitored on six 

months basis by the AES who also compiles and submits the E&S compliance report to 

ESS Manager,
10

 using reporting template in Annex 7 (ESMS-IT).  

b) ESS Manager uses the information to compile Environmental and Social Performance 

(ESPR) and Sustainability Reports and presents the ESPR to ORCO. 

c) Observed non-compliance is reported to the Department of Environmental Affairs. 

d) Category B& C projects are monitored every two years. 

e) Clients who do not comply with the E&S obligations do not receive further support from 

the Land Bank Group until such compliance is achieved, with observable evidence and 

reports. 

f) Routine monitoring is also done on legislation changes as well as changes in clients’ 

business activities.   

g) The four steps are summarised in Figure 1 below: 

 

 

 

 

 

 

 

 

 

                                                           
10 This is a newly proposed role (see section 6 for details) 
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Figure 1: ESRA Process Summary for Tier 1 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

5.5 Guideline and operational manual for Second Tier: Indirect lending to intermediaries 
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5.6.1 In the initial stage of loan initiation, the Relationship Banker/Transaction Analyst checks 

whether the intermediary has environmental and social management system
11

 as well as 

requisite capacity to implement the system using the checklist in ESMS-IT (Annex 2). 

5.6.2 The checklist and ESMS applicable requirements are discussed with the client. 

5.6.3 Then the application is created, with the checklist, applicable requirements, and client’s 

ESMS, where existing, attached.  The application is then discussed with the Regional 

Manager. 

5.6.4 Then the application is sent to the Agricultural Finance Centre Review Committee (AFCRC) 

for first level of verification and screening. If satisfied, the application is recommended for 

approval by Credit Committee, which may be CRMC, CRC or full Board depending on the 

size of the loan (see footnote 1).   

5.6.5 At approval stage, if the ESMS and capacity are not acceptable, the conditions on how to 

improve or develop the ESMS and requisite capacity are applied to the credit agreement by the 

Legal Department.  These include necessary warranties by the client that the provisions of the 

ESMS and applicable requirements will be enforced. 

5.6.6 Monitoring to ensure that on lending meets ESMS requirements is done on annual basis by a 

Relationship Banker. 

5.6.7 The Relationship Banker compiles and submits the E&S compliance report to the ESS 

Manager, using reporting template in Annex 7 (ESMS-IT). 

5.6.8 The ESS Manager uses this report to compile the ESPR and Sustainability Reports and 

presents the ESRP to ORCO. 

5.6.9 The procedure is summarised in Figure 2 below. 

Figure 2: ESRA Process Summary for Tier 2 

 

 

 

 

 

 

 

 

 

                                                           
11

 This refers to any approach to environmental and social risk assessment and management that a client is using, for 

example, Environmental and Social Policy (ESP), Environmental and Social Management Framework (ESMF) and 

environmental and social risk assessment (ESRA). 

Check application for ESMS and 
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6. ROLES AND RESPONSIBILITIES  

6.1  Bank roles and responsibilities 

6.1.1 Environmental and social risk assessment (ESRA) and management in the Land Bank Group is 

the responsibility of five (5) role players: 

a) Environmental and Social Sustainability (ESS) Program/Division  – Head Office
12

; 

b) Environmental and Social Sustainability  Manager – Head Office
13

; 

c) Senior Manager/Head of ESS  – Head Office
14

; 

d) The Hubs; and 

e) The AFCs – Relationship Banker and AES. 

6.1.2 The  ESS Division is headed by the Senior Manager/Head ESS and is responsible for: 

a) Developing the ESMS in consultation with the ESS Advisory Committee.  The ESMS 

includes the environmental and social management policy, procedure and E&S risks 

screening tools comprising of exclusion list, risk categorisation, environmental and 

sustainability standards and reporting checklist; 

b) Facilitating alignment of the ESMS with the Bank’s credit policies; 

c) Identification of ESMS implementation training needs and organising requisite training 

in collaboration with Learning and Development Department; 

d)  Identification of resource requirements for the ESMS implementation and facilitating 

securement of such resources; and 

e) Preparation of Annual Environmental Performance and Sustainability Reports. 

6.1.3 Senior Manager/Head ESS is responsible for leading ESS activities. 

6.1.4 Environmental and Social Sustainability Manager (ESSM) is responsible for coordinating 

implementation of ESS activities. In the case of ESMS implementation the manager is responsible 

for coordinating ESRA activities in the AFCs and managing and ensuring that Relationship 

Bankers, Area Managers, Transaction Analysts, Senior Administrative Specialists and AESs in 

the AFCs conduct and monitor ESRA as per the requirements of the ESMS. 

6.1.5 The Hub checks for quality and completeness of documents.  

6.1.6 Relationship Bankers, Area Managers, Senior Administrative Specialists, Transaction Analysts 

and AESs are responsible for the implementation of the ESMS in AFCs.  Specifically they:  

                                                           
12 This is a newly proposed Division (see Section 10.3) 
13 Newly proposed position (see Section 10.3) 
14 Newly proposed position (see Section 10.3) 
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a) Screen loan applications to assess the level of environmental and social risks through desk-

top reviews or field visits where necessary; 

b) Ensure that applications are accompanied by necessary due diligence reports where 

applicable, i.e. ESIA and ESMP;  

c) Compile clients environmental and social risks report; 

d) Monitor clients compliance with agreed upon environmental and social sustainability 

standards; 

e) Report observed non-compliance, where applicable, to the Department of Environmental 

Affairs; and 

f) Prepare environmental and social sustainability report using a standard template/checklist 

and forwards to ESS Manager for inclusion in the Annual Environmental Performance and 

Sustainability Reports. 

6.2  Clients roles and responsibilities 

6.2.1 Public Consultation: Clients are required to identify interested and affected parties with the 

objective of disclosing relevant information about environmental impacts, risks and benefits 

arising from projects.  Where necessary, the Land Bank Group may conduct its own public 

consultation as part of the environmental risk assessment process to gather more information 

and assess stakeholder views on the project.  Where the project is undergoing an environmental 

impact assessment process, the client must inform the Land Bank Group so that the 

environmental and social personnel may be included on the interested and affected party 

database. 

6.2.2 Application to the relevant MEC or Minister: If the assessment report of any project 

indicates that cumulative impact may occur as a result of the undertaking of the activity/project 

and the degree to which the impact may cause irreplaceable loss of resources, the project owner 

must apply for a permission to carry out the project from the relevant MEC or Minister. The 

application must be submitted with the ESIA report including the environmental management 

plan/measures proposed by the EAP to mitigate the risk/impact (NEMA 1998 (107) s3).  It 

should also be noted that no person may engage in any activity in a State forest without a license 

(National Forest Act 84 of 1988(s4)). 

6.2.3 Third party performance: It is the clients’ responsibility to ensure that the project meets Land 

Bank Group’s environmental and social requirements even if such compliance depends on the 

activities of a third party.  A third party may be a government agency, contractor, supplier, land 

owner, a tenant or an operator. 

6.2.4 Operational changes:  Project categorisation and risk rating are based on the outcome of the 

environmental risk assessment process at the time of assessment.  To ensure that the project 

rating is in line with the project activities, the clients must notify the Land Bank Group of 

changes in the nature and scope of projects that may have significant impact on the environment 

following funding approval. These changes may trigger an additional environmental risk 

assessment and risk rating and/or an amendment to environmental conditions.   

7. REPORTING 

7.1 Land Bank Group will compile Annual Environmental and Social Performance Report (ESPR) for 

inclusion in the Bank’s Sustainability Report.  
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7.2 Where applicable, a customised ESPR will be done according to standard format agreed with 

Funding Institutions.  

8. LEGAL DOCUMENTATION 

8.1 The Land Bank Group’s loan agreements with clients in respect of a project will include specific 

provisions reflecting the Land Bank Group’s environmental requirements. These include, but are 

not limited to, compliance with relevant legislation, provisions for periodic reporting on 

environmental performance and on-going project monitoring by Land Bank Group personnel.    

8.2 Legal documents will also include, where appropriate, the rights and/or remedies for the loan where 

the client fails to implement environmental requirements during the term of the legal agreement. 

9. ADVISORY SERVICES 

9.1 The Land Bank Group will advise clients on ESMS requirements as per the ESMS procedures and 

guideline.  

9.2 It is the responsibility of the client to ensure that their projects comply with the Environment and 

Social Management (E&SM) legislation. 

10. INSTITUTIONAL AND IMPLEMENTATION ARRANGEMENTS 

10.1 Approval and provision of resources 

10.1.1 The Board of Directors (BoD), acting through the Executive Committee (EXCO), is 

responsible for the approval and ensuring compliance with the ESMS by Land Bank 

Group’s business units. 

10.1.2 The ESSD will work closely with the Risk Management Unit and Legal Department to 

ensure that appropriate environmental and social representations, warranties, and covenants 

are incorporated in each loan agreement. 

10.1.3 The Land Bank Group will allocate appropriate resources to ensure the effective 

implementation of this ESMS. The Bank will maintain adequate human and financial 

resources to oversee the environmental risk assessment and to monitor environmental 

performance of projects.  

10.2 Review and continuous improvement of the ESMS 

10.2.1  The ESMS will be reviewed and amended periodically to ensure that it remains relevant 

and effective over time and incorporates Land Bank Group’s evolving needs. 

10.2.2 This involves identifying potential difficulties with operational aspects of the system 

implementation and making amendments as necessary; reviewing the system to ensure that 

emerging environmental and social risks of projects are detected and identified during the 

due-diligence process; and updating system to reflect revisions in applicable national laws. 

10.3 Implementation Requirements 

10.3.1 Existing capacity within the Bank is not adequate to implement the ESMS in its entirety, 

namely, ESS Division and ESS Manager and Senior Manager positions do not exist and 

personnel expected to implement the ESMS has not received requisite training. 
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10.3.2   For effective implementation, there is need for the creation of the ESS Division and/or the 

Senior Manager and Manager: Environmental and Social Sustainability positions, 

respectively (see Sections 6.1.1(i) – (iii). 

10.3.3  In addition, Relationship Bankers and AESs have to receive training in the ESMS and 

implementation guideline and tools. 

10.3.4  Until these requirements are met, the Bank will proceed with the current practice of 

addressing E&S risks. 
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Annex 1. World Bank Group and Land Bank Exclusion Lists  

All participating financial intermediaries (PFIs) must apply the following exclusions:
15

   

 

 Production or trade in any product or activity deemed illegal under host country laws or regulations or 

international conventions and agreements, or subject to international bans, such as pharmaceuticals, 

pesticides/herbicides, ozone depleting substances, PCBs, wildlife or products regulated under CITES. 

 Production or trade in weapons and munitions
16

. 

 Production or trade in alcoholic beverages (excluding beer and wine).  

 Production or trade in tobacco¹. 

 Gambling, casinos and equivalent enterprises¹.  

 Production or trade in radioactive materials. This does not apply to the purchase of medical equipment, 

quality control (measurement) equipment and any equipment where IFC considers the radioactive source to 

be trivial and/or adequately shielded. 

 Production or trade in unbonded asbestos fibers. This does not apply to purchase and use of bonded asbestos 

cement sheeting where the asbestos content is less than 20%.  

 Drift net fishing in the marine environment using nets in excess of 2.5 km in length. 

 Production or activities involving harmful or exploitative forms of forced labor
17

/harmful child labor
18

.  

 Commercial logging operations for use in primary tropical moist forest. 

 Production or trade in wood or other forestry products other than from sustainably managed forests. 

 

 

 

  

                                                           
15 This exclusion list is subject to requirements of Land Bank’s funding partners such as multilateral DFIs and may as such change to 

accommodate these requirements.  
16 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. 
17 Forced labor means all work or service, not voluntarily performed, that is extracted from an individual under threat of force or penalty. 
18 Harmful child labor means the employment of children that is economically exploitive, or is likely to be hazardous to, or to interfere 

with, the child’s education, or to be harmful to the child’s health, or physical, mental, spiritual, moral, or social development. 
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Annex 2. Environmental and Social Risk Classification Form 

Branch: Relationship Manager: 

Client name:  

CATEGORY A 

Indicate with an X whether or not there is a relation, effect or impact of the activity or project on the following items: 

Item Yes No 

1. Generation of significant (irreversible) environmental impact that will probably affect third 

parties (e.g. local community, neighbors) 

  

2. Large-scale Industrial plants   

3. Construction of dams and reservoirs   

4. Impact on virgin forest   

5. Involuntary resettlement of communities or families   

6. Production or commercial use of agrochemicals   

7. Impact on heritage property (e.g. religious or archaeological sites)   

8. Impact on protected natural habitats or areas with high biological diversity (e.g.  wetlands, 

coral reefs, mangroves) 

  

9. Impact on watersheds through large abstraction or modification programmes (e.g. flood 

control), irrigation or drainage 

  

10. Impact on indigenous peoples   

11. Impact on international waterways   

12. Listed under this category in Annex 4   

13. Is it a type of project listed in Annex 3   

Total 

 

  

CATEGORY B 

Indicate with an X whether or not there is a relation, effect or impact of the activity or project on the following items: 

Item Yes N   No 

14. Wastewater production or cause an increase in current output   

15.  Emission of gases or particulate matter into the air or cause an increase in current emissions   

16. Production of hazardous or non-hazardous solid waste or cause an increase in current 

production 

  

17. Handling and use of toxic substances in the form of liquids, solids or gases   

18. An increase in the use of water from the area   

19. An increase in the use of energy from the area   
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20. The end product becomes a pollutant once it has been used   

21. High noise levels (within the factory and/or within the site limits)   

22. The use of ozone depleting substances (e.g. CFCs and chlorinated solvents)   

23. An impact on health and security at the workplace   

24. Presentation of environmental permits for project implementation   

25. Contamination of the ground due to the use of the location   

26. Listed under this category in Annex 4   

Total:   

CATEGORY C 

27. Listed under this category in Annex 4   

Total:   

Classification of activity or project to be financed (indicate with an X)   

Category A                                                 Category B:                                    Category C 

 

 

Name and signature of analyst: 
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Annex 3: Applicable National Laws on Environment, Health, Safety and 

Labor 
 

Category A projects as dictated by SA laws  

 

a) Projects to restructure groups of rural land 

b) Projects to put uncultivated land or semi-natural areas to use for intensive agriculture 

c) Water management projects for agriculture 

d) Reforestation for first time that could cause adverse ecological changes and recuperation of land with a 

view to changing its use 

e) Poultry farm installations 

f) Pig farm installations 

g) Cattle feedlots 

h) Salmon fishing  

i) Coastal land reclamation 

 

SA laws governing environmental and social sustainability 

 

National Environmental Management Act (1998) 

National Water Act (1998) 

National Environmental Management: Air Quality Act (2004) 

Atmospheric Pollution Prevention Act (1965) 

Environmental Conservation Act (1998) 

Agricultural Pest Act (1983) 

Conservation of Agricultural Resources Act (1983) 

National Energy Act (2008) 

National Environmental Waste Act (2008),  

National Environmental Management: Protected Areas Act (2004)  

Animal Diseases Act (1984) 

Genetically Modified Organisms Act (1983) 

Occupational Health and Safety Act  

National forest Act (1998), Meat Safety Act (2000) 

Mineral and Petroleum resources Development Act (2002) 

Labour Relations Act, (1995) 

Compensation for Occupational Injuries and Diseases Act (1993) 
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Annex 4: Economic Activities According to Risk Criteria  
 

ISIC Codes – International Standard Industrial Classification United Nations Statistics Division: Third 

Review 
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Source: Rojas, Edgar, A. (2010); ISIC Codes: United Nations Statistics Division – 3rd edition 
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Annex 5: World Bank Performance Standards  
 

In addition to the national environmental and social sustainability performance standards, all must comply WB 

performance standards.
19

 

 

E&S Sustainability Performance Standards  

i. Performance Standard 1: Assessment and Management of Environmental and Social Risk Impacts. 

ii. Performance Standard 2: Labour and Working Conditions 

iii. Performance Standard 3: Resource Efficiency and Pollution Prevention 

iv. Performance Standard 4: Community Health, Safety and Security 

v. Performance Standard 5: Land Acquisition and Involuntary Resettlement 

vi. Performance  Standard 6:  Biodiversity Conservation and Sustainable Management of Living Natural Resources 

vii. Performance Standard 7: Indigenous 

viii. Performance Standard 8: Cultural Heritage                          

 

Performance Standard 1: Assessment and Management of Environmental and Social Risk Impacts. 

Performance standard 1 applies to business activities with environmental and social risks or likely to generate 

negative impacts. This requires the Bank and its intermediaries to develop Environmental and Social System. 

The system will assist the Bank to undertake assessments of the social and environmental impacts, risks and 

opportunities of the project, engage with local communities, disclose necessary information, create grievance 

resolution mechanisms, and manage the social and environmental risks throughout the life of the project. 

 

Requirements: 

i. The Bank and the client must develop a policy which serves as the guideline on achieving 

environmental and social management system. 

ii. Establish an Environmental and Social Risk Assessment (ESRA) framework, this process consists of 

tools and standards for identification of risks and categorisation thereof. These will be utilised during 

environmental and social due diligence. 

iii. The client must develop mitigation/ management measures to avoid or minimize and compensation 

offset. The principle is that the impact and risk identification process should apply a mitigation plan. 

iv. Both the Bank and the client must have in-house competent capacity to implement ESMS. Also develop 

action plan based on consultation with stakeholders, describing how risks will be mitigated and how the 

performance standards will be implemented (stakeholder engagement). 

v. The Bank must develop a monitoring tool to measure the effectiveness of implementation of mitigation 

plans as well as adherence to compliance to laws and applicable standards. 

vi. The Bank and the client is required to design emergency plans in an integrated way and where 

consequently events will spill over to external communities, those communities should also be included 

and consulted. 

 

Performance Standard 2: Labour and Working Conditions 

Performance standard 2 requires the Bank and the client to recognise the key labour rights to promote fair 

treatment, non-discrimination and equal opportunity of workers, maintain and improve the worker management 

relationship, to promote compliance with the national employment and labor laws. This performance standard is 

also applicable to contracted workers. 

 

Requirements: 

                                                           
19 These are IFC developed financial industry benchmark for determining, assessing and managing environmental and social risk in 

projects.  They are aimed at ensuring that large infrastructure and industrial projects financed by subscribing institutions are developed 

in a manner that is socially responsible and reflects sound environmental management practices in recognition of the importance of 

climate change, biodiversity and human rights.  The principles require that negative impacts on project affected ecosystems, 

communities and the climate should be avoided where possible and if the impacts are unavoidable, they should be minimised, 

mitigated, and/or offset. 
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i. The Bank must develop human resources policies and procedures aligned to national labour laws such 

as Basic Conditions of Employment, Employment Equity Act, Occupational Health and Safety Act etc. 

This standard is applied during environmental and social due diligence.   

ii. The Bank and the client must provide all their workers with a clear and understandable employment 

contract. This should include clear communication of the working conditions and terms of employment 

in writing and also ensure that workers privacy is protected by informing the employees of any data 

collection and entitling them to full disclosure of the purpose of the data collection as well accessibility 

of their data. 

iii. In case of retrenchments the Bank is required to consult with employees and also explore viable 

alternatives such as reduction in working hours or salary reduction. 

iv. The Bank and the client must develop and facilitate a grievance mechanism for all their workers. A 

policy guiding this process should be developed. 

v. The Bank and the client is required to refrain from employing anyone under the age of 18. This includes 

child labour.  Employees should enter into employment contracts at their own liberty. 

vi. The Bank is required to protect workers from injury and illness, this include identification of potential 

hazards and adequate responses through design, testing, and work processes to eliminate all avoidable 

risks to employees well-being.  

vii. The Bank and the client is encouraged to contract with third parties who operate in a manner consistent 

with performance standard. 

 

Performance Standard 3: Resource Efficiency and Pollution Prevention 

The Standard encourages resource efficiency and pollution prevention. It requires the Bank to take cognisance 

of economic activities that increased levels of pollution to air, water, and land and consumes finite resources in a 

manner that may threaten people and the environment as well as the emission of greenhouse gasses threatens the 

public health and wealth. 

 

Requirements:  

i. The client is required to develop cost effective and efficient pollution prevention techniques and 

principles to minimise and avoid adverse impacts to the human health and environment. Furthermore, 

the client is required to apply measures for improving efficiency in its consumption of energy and water 

and other resources. The Bank should monitor if the client implement the measures.  

ii. The client is required to integrate pollution reduction into the design of product and production 

processes to achieve the performance standard objective of conserving raw materials, water and energy. 

iii. The client is required to adopt feasible options to reduce greenhouse gases emission in the design and 

operation of the project. 

iv. The clients that have projects that consume significant quantities of water should seek feasible 

alternative options to reduce water consumption. 

v. The clients with projects that release pollutants should prevent the release. If not possible, they should 

minimize or control it. Management system for controlling the pollution should be developed. This 

includes prevention of contamination of ground or land water. 

vi. The clients are required to develop waste disposal system during the operation of the project. 

vii. The client is encouraged to explore alternatives to any hazardous materials during the project life-cycle. 

Also use pesticides that are not harmful to the health of the workers and communities. 

 

Performance Standard 4: Community Health, Safety and Security  

It requires the client to identify the potential risk that may be posed by the project to the public as well as the 

Occupational Health and safety requirements for workers in the project. This standard is applicable during 

environmental and social assessment of the risk.  This evaluation should result in an Action Plan for disclosure 

to the affected community as per Performance Standard 1. 

 

Requirements: 
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i. The client is required to identify and assess risks and impacts on the health and impacts on the health 

and safety and security of affected communities during a project’s life cycle and development of 

avoidance or control measures. 

ii. The client is required to design, construct and operate the structural components of their projects. 

Particular attention must be paid to those structures that will be accessed by members of the public. 

Structures posing a high –risk, such as construction of a dam, require the company to engage a more 

qualified expert. Clients should also avoid or minimize exposure of communities to hazardous material 

and diseases. 

iii. The clients are required to design emergency response plans based on the risks to community health and 

safety.  

   

Performance Standard 5: Land Acquisition and Involuntary Resettlement 

This standard requires the client to avoid or minimize displacement and avoid forced eviction of people from the 

land to utilize the land for the project. This standard is applied during environmental and social due diligence 

process. Clients are encouraged to avoid expropriation and eliminate the need to use government authority to 

enforce relocation of people. 

 

Requirements:  

i. When displacements are unavoidable, the client must compensate for lost assets, which is expected to be 

calculated at full replacement cost, defined as the market value assets plus transaction costs adjusted to 

inflation. This compensation should be paid before taking possession 

ii. For any project that involves resettlement, consultation with the affected stakeholders should take place 

at the early stage. The client must ensure that all affected parties are involved in decision making related 

to the resettlement. 

iii. The client is expected to develop a mechanism for a timely and transparent resolution of grievances 

concerning resettlement. 

iv. For an effective resettlement the client is expected to begin with a detailed census of displaced persons 

as well as an inventory of affected land and assets at the household, enterprise and community level to 

ensure that the compensation is reasonable to everyone. The census and inventory represents a cut-off 

date. In recognition of the practical delays that often arise between this cut-off date and the development 

of the project, losses incurred during this time should be compensated. 

v. In instances where the affected communities reject compensation offers and as a result expropriation or 

other legal procedures are initiated, the client is expected to explore opportunities to collaborate with the 

responsible government department. 

  

Performance Standard 6: Biodiversity Conservation and Sustainable Management of Living Natural 

Resources 

This standard requires the client priorities protection and conservation of biodiversity, maintaining ecosystem 

and managing living natural resources for sustainable development. This standard is applied during 

environmental and social due diligence process. 

 

Requirements 

The client is required to meet the standards set out in section 52 of the National Environmental Management: 

Biodiversity Act, 2004 & Genetically Modified Organisms Act, 1997. 

 

Performance Standard 7: Indigenous People 

This performance standard recognizes that indigenous peoples, as social groups with identities that are distinct 

from mainstream groups in national societies, are often among the most marginalised and vulnerable segments 

of the population. In many cases, their economic, social and legal status limits their capacity to defend their 

rights to and interests in lands and natural and cultural resources and may restrict their ability to participate in 

and benefit from development. This performance is applied during environmental and social due diligence 

process. 
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Requirements:  

Clients are encouraged to create opportunities for indigenous peoples to participate in, and benefit from project 

– related activities that may help fulfil their aspiration for economic and social development. 

 

Performance Standard 8: Cultural Heritage 

This performance standard recognizes the importance of preserving cultural heritage for current and future 

generations, consistent with the Convention Concerning the Protection of the World and Natural Heritage. This 

performance is applied during environmental and social due diligence process. 
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Annex 6: Checklist for Credit Committee before Loan Approval  

 

1. Does the proposed project fall outside the exclusion list?         

    

2. Has the project been screened? 

 

3. What Risk Categorisation does it fall into?  

 

4. If it falls on category A, has ESIA been conducted? 

 

5. Was ESIA conducted by an independent person?   

 

6. Has the Relationship Manager checked the ESIA report? 

 

7. Are there any mitigation plans recommended to curb the risk? 

 

8. Has the Relationship Manager discussed the mitigation plans 
 
with the prospective client?  
 

   

Environmental & Social Management System (ESMS) Checklist 

Name of Intermediary: ____________________________________________________ 

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 Board 

 ESMS specifies types of investments/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., Exclusion List/national laws/WB 

Performance Standards) 

 E&S 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) 

 

E&S monitoring and record keeping—check all that apply: 

 Process for monitoring ongoing compliance with applicable requirements 

Yes No 

Yes No 
 

C B A 

Yes No 

Yes 
 

No 

Yes No 

Yes No 

Yes No 
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 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) 

 

E&S external reporting—check all that apply: 

 Annual reporting on E&S performance to PAT/WB 

 

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 
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Annex 7: Reporting Template  

1. Name of the project: ………………………………………………………………………………….. 

2. Project Owner: ………………………………………………………………………………………… 

3. Location of the project: ………………………………………………………………………………. 

4. Risk Categorisation of the project: …………………………………………………………………… 

5. Explain the nature of impact likely to occur:  

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

6. What mitigation plans were recommended:  

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

7. Has the client implemented the mitigation plans: 

……………………………………………………… 

8. What are the results:  

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

…………………………………………………………………………………………………………… 

 

9. If the recommended plans are not controlling the risk, please discuss the matter with the 

Environmental Officer. 

10. Agree with the client on the date of the next visit……………………………………………………. 

 

Signatures: 

Bank Employee………….....................    Client: ………………………………….. 

Date: ……………………………………………..              Date: ……………………………………. 
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Appendix 4 

Checklist for Dams and Reservoirs 

Category Environmental Item Checklist 

Permits and 

Explanation 

EIA and 

Environmental 

Permits 

 

1. Have EIA reports been completed officially?  

2. Have EIA reports been approved by the 

Government? 

3. Have EIA reports been approved unconditionally? 

If conditions are imposed on the approval of EIA 

reports, are the conditions satisfied? 

4. In addition to the above approvals, have other 

required environmental permits been obtained 

from the appropriate regulatory authorities? 

Explanation to 

the Public 

 

1. Based on appropriate procedures, including 

information disclosure, have the contents of the 

project and the potential impacts been explained to 

the public adequately?  

2. Had understanding been obtained from the public? 

3. Have proper responses been made to comments 

from the public and regulatory authorities? 

Mitigation Measures Water Quality 1. Does water quality of dam pond/reservoir comply 

with the country’s ambient water quality 

standards? Is there a possibility that proliferation 

of phytoplankton and zooplankton will occur? 

2. Does the quality of water discharged from the dam 

pond/reservoir comply with the country’s ambient 

water quality standards? Are adequate measures, 

such as clearance of woody vegetation from the 

inundation zone prior to flooding planned to 

prevent water quality degradation in the dam 

pond/reservoir? 

3. Is there a possibility that reduced the river flow 

downstream will cause water quality degradation 

resulting in areas that do not comply with the 

country’s ambient water quality standards? 

4. Has the planned discharge of water from the lower 

portion of the dam pond/reservoir (the water 

temperature of the lower portion is generally lower 

than the water temperature of the upper portion) 

considered the impacts to downstream areas? 

Wastes Have measures been identified for earth and sand 
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Category Environmental Item Checklist 

generated by excavation to be properly treated and 

disposed of in accordance with national standards? 

Natural Environment Protected Areas 1. Is the project site located in protected areas 

designated by the country’s laws or international 

treaties and conventions?  

2. Is there a possibility that the project will affect the 

protected areas? 

Ecosystem and Biota 1. Does the project site encompass primeval forests, 

tropical rain forests, ecologically valuable habitats 

(e.g., coral reefs, mangroves, or tidal flats)?  

2. Does the project site encompass the protected 

habitats of endangered species designated by the 

country’s laws or international treaties and 

conventions?  

3. Is there a possibility that the project will adversely 

affect downstream aquatic organisms, animals, 

plants, and ecosystems?  

4. Have adequate protection measures been taken to 

reduce the impacts on the ecosystem? 

5. Is there a possibility that installation of structures, 

such as dams will block the movement of the 

migratory fish species (such as salmon, trout and 

eel that move between rivers and sea for 

spawning)?  

6. Have adequate measures been taken to reduce the 

impacts on these species? 

Topography and Geology 1. Is there a possibility that reductions in sediment 

loads downstream due to settling of suspended 

particles in the reservoir will cause impacts, such 

as scouring of the downstream riverbeds and soil 

erosion?  

2. Is there a possibility that sedimentation of the 

reservoir will cause loss of storage capacity, water 

logging upstream, and formation of sediment 

deposits at the reservoir entrance?  

3. Have the possibilities of the impacts been studied, 

and adequate prevention measures taken? 

Social Resettlement 1. Will involuntary resettlement be caused by project 

implementation?  

2. If involuntary resettlement is expected, have 
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Category Environmental Item Checklist 

efforts been made to consider options to minimize 

the impacts caused by resettlement?  

3. Has adequate explanation on relocation and 

compensation given to affected persons prior to 

resettlement? 

4. Has the resettlement plan, including proper 

compensation, restoration of livelihoods and living 

standards, been developed based on 

socioeconomic studies and consistent with 

international good practice? 

5. Does the resettlement plan pay particular attention 

to vulnerable groups or persons, including women, 

children, the elderly, the poor and disadvantaged, 

ethnic minorities, and indigenous peoples? 

6. Have agreements with the affected persons been 

obtained prior to resettlement? 

7. Has the organizational framework to properly 

implement the resettlement plan been identified or 

established? Are capacities and budget available to 

implement the plan effectively? 

8. Has a plan been developed to monitor the impacts 

of resettlement? 

Livelihoods and Quality 

of Life 

1. Is there a possibility that the project will adversely 

affect the living conditions of inhabitants? Are 

adequate measures considered to reduce the 

impacts, if necessary? 

2. Is there a possibility that the project will adversely 

affect downstream land use? In particular, is there 

a possibility that reductions in the supply of fertile 

soils to downstream areas will adversely affect 

agricultural production? 

3. Is sufficient infrastructure (e.g., hospitals, schools, 

roads) available for project implementation? If 

existing infrastructure is insufficient, has a plan 

been developed to construct new infrastructure or 

improve existing infrastructure? 

4. Is there a possibility that diseases, including 

communicable diseases, such as HIV/AIDS will be 

introduced due to in-migration of workers 

associated with the project? 

5. Has adequate consideration been given to public 
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Category Environmental Item Checklist 

health issues, if necessary? 

6. Is there a possibility that the existence of the dam 

will cause impacts on water navigation, such as 

limitations of vessel traffic and water area uses by 

local inhabitants? 

7. Has the minimum flow required for maintaining 

downstream water uses been secured? 

8. Is there the possibility that reductions in water 

flow downstream or seawater intrusion will cause 

impacts on downstream water uses and land uses? 

9. Is there the possibility that water-borne or water-

related diseases (e.g., schistosomiasis, malaria, 

filariasis) will be introduced? 

Cultural Heritage 1. Is there a possibility that the project will damage 

the local archeological, historical, cultural, and 

religious heritage sites?  

2. Have adequate measures been considered to 

protect those sites in accordance with national 

heritage laws? 

Landscape 1. Is there the possibility that the project will 

adversely affect the local landscape? 

2. Have necessary measures to address those impacts 

been taken? 

Ethnic Minorities and 

Indigenous Peoples 

1. Does the project comply with the country’s laws 

associated with the rights of ethnic minorities and 

indigenous peoples? 

2. Has consideration been given to reducing impacts 

of the project on the culture and lifestyle of ethnic 

minorities and indigenous peoples? 

Working Conditions 1. Has the project proponent ensured that there is no 

violation of laws and ordinances associated with 

the working condition requirements set out in 

national laws and regulations? 

2. Are tangible safety considerations in place for 

individuals involved in the project, such as the 

installation of safety equipment that prevents 

industrial accidents, and management of hazardous 

materials? 

3. Are intangible measures being planned and 

implemented for individuals involved in the 
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Category Environmental Item Checklist 

project, such as the establishment of a safety and 

health program, and safety training (including 

traffic safety and public sanitation) for workers 

etc.? 

4. Are appropriate measures being taken to ensure 

that security guards involved in the project do not 

violate safety of other individuals involved, or 

local residents? 

Others Impacts during 

Construction 

1. Have adequate measures been considered to 

reduce impacts during construction (e.g., noise, 

vibrations, turbid water, dust, exhaust gases, and 

wastes)? 

2. If construction activities adversely affect the 

natural environment (ecosystem), have adequate 

measures been considered to reduce impacts? 

3. If construction activities adversely affect the social 

environment, are adequate measures considered to 

reduce impacts? 

4. If the project involves borrow sites, or if 

construction activities adversely affect the natural 

environment (ecosystem), have adequate measures 

been considered to reduce impacts? 

Accident Prevention 

Measures 

1. Have adequate contingency plans and mitigation 

measures been developed to cover both the soft 

and hard aspects of the project, such as accident 

prevention programs, installation of prevention 

facilities and equipment, and safety education for 

workers?  

2. Have adequate measures been considered for 

emergency response to accidental events been 

considered? 

3. Has a warning system been established to alert the 

inhabitants to water discharge from the dam or 

reservoir? 

Monitoring 1. Does the proponent develop and implement 

monitoring program for the environmental items 

that are considered to have potential impacts? 

2. Are the items, methods and frequencies included 

in the monitoring program judged to be 

appropriate? 

3. Has the proponent established an adequate 
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Category Environmental Item Checklist 

monitoring framework (organization, personnel, 

equipment, and adequate budget to sustain the 

monitoring framework)? 

4. Are any regulatory requirements pertaining to the 

monitoring report system identified, such as the 

format and frequency of reports from the 

proponent to the regulatory authorities? 

Note Reference to Checklists 

of other Sectors 

Where relevant, other sector issues should also be 

considered, e.g., forestry for projects in the mountains 

including large areas of deforestation), water supply in 

situations of close proximity to settlements and urban 

areas, power and transmission lines for associated 

installation of power generation, transmission and 

distribution facilities.  

Other Environmental 

Issues 

If necessary, the impacts to transboundary or global 

issues should be confirmed, e.g., the project includes 

factors that may cause problems, such as 

transboundary waste transmission and/or treatment, 

acid rain, destruction of the ozone layer, or global 

warming. 
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Appendix 5 

Annual PFI Environmental and Social Performance Report to Land 

Bank and World Bank Group 

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 organisation:  Date:  

Reporting period From:                        To: 

 

PORTFOLIO INFORMATION 

 

Report Covering Period: 

From: To: 

  

 

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

 

Project 

name 

Type of loan 

 

Tenor of 

loan 

(months) 

Value of 

exposure 

(US$ mn) 

Industry 

Sector20 

Any environmental and 

social risks and measures 

taken to mitigate the risks 

      

      

      

      

      

      

      

      

      

      

      

      

      

 

Environmental & Social Management System (ESMS) – First Report 

 

Policies & 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 

 If yes, please provide a copy of the updates including 

dates and reasons for the same. 

                                                           
20 Please use any standard classification or the sectors listed in the earlier table 
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organization during the reporting period? 

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. 

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 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 Bank 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. 
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Activities on Exclusion List 

If any, please indicate the  percentage of loans or 

investments out of your total outstanding exposure 

provided to clients who are substantially involved in 

WBG excluded activities.  

 

         % 

If the percentage is not zero, please explain these 

exposures and any steps having been taken to reduce 

such exposure. 

 

 
Environmental & Social Management System (ESMS) – Consecutive Reports 

 

Processes Yes/No  

Have there been any updates to the ESMS or 

procedure? 

 If yes, please provide a copy of the updated 

procedure and reasons for the same. 

Has Senior management signed off on the 

changes? 

 If yes, please provide a copy of the same. 

Please provide details of the implementation 

budget and reasons for changes from the previous 

year if any. 

  

Were any transactions rejected on account of the 

exclusion list? 

 If yes, please provide details. 

Were there any difficulties and/or constraints 

related to the implementation of the 

environmental procedures? 

 If yes, please provide details. 

Were there any material environmental and social 

issues associated with borrowers during the 

reporting period in particular? 

 If yes, please provide details. 

Supervision and monitoring Yes/No  

Do you supervise the performance of your 

projects? 

 If yes, please describe how you do this and 

the extent of coverage of your portfolio. 

Do you conduct client site visits?  If yes, please describe the process including 

any environmental and social issues 

considered. 

 

Sustainable finance Yes/No  

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? 

 If yes, please provide details. 

 

 

 


