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Context 

Urgent response to 
climate change 

• Public demand for 
accountability,

• International requirements, 
• Maturing Human Rights 

legislation

Diverse, Multiple projects-large portfolios, Varied leverage and capacity  

FIs
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Typical Environmental and Social Management System 

3

1. Develop 
policy

2. Assess 
risks

3. Cease, 
prevent 

and 
mitigate 

4. Monitor

5. Provide 
access to 
remedy

6. Report 
on 

progress 

Stakeholder 
Engagement
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FI Environmental and Social Management System 

Transaction 
Diligence and 

Approval

Monitoring 
and Reporting

Organization 
and 

Governance

 Policy 
(commitment to 
ADB Policies and 
other legal 
requirements)

 Governance
 Capacity and 

competency

 Risk categorization 
and screening

 Due diligence
 Risk approval and 

control 
 Corrective action 

plan
 Covenants 

 Regular monitoring 
and reporting of 
client E&S 
performance/ 
compliance

 Reporting of 
significant incidents  

 Grievance and 
complaints 
procedure
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Example: Supply Chain Management in FI 
portfolios

Review of a 
Corporate-level 

system to manage 
labor risks in supply 
chain, and capacity 

Review of investment – 
specific risks and 
requirements: 
Supply chain mapping, 
Focus on high-risk supply chains for 

project portfolios, 
Traceability, 
Ability to leverage supplier selection (in 

some cases) and risk management

Contractual 
commitments and 

cascading of 
requirements to 

investees

Implementation/Monitorin
g  
Inclusion criteria and early referral 
to ADB  for clearance of portfolio 
projects 
Verification
Incident notification and 
remediation mechanism
 Supervision, reporting

Extent of 
Leverage 
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Example: Child and Forced Labor Management 
in Trade Finance (Pilot Project)

• Develop holistic processes to identify, assess and mitigate child and 
forced labour risks – the Child and Forced Labor Questionnaire , Child 
and Forced Labor Toolkit

• Set up processes to continuously monitor child and forced labour risks – 
Monitoring KPIs

• Develop formalized grievance mechanisms and remediation measures

• Capacity building for all relevant employees on child and forced labour 
risks – MDBs and internal E&S trainings, hiring to support the 
management of child and forced (and wider E&S) labour risks

Good 
practice

• Compliance with national legislative 
systems

• Dedicated exclusion lists to prohibit 
financing of certain high-risk sectors

• Integration of child and forced labor 
risks within banks’ ESMS systems

Opportunities

Over 2022-2023 ADB implemented a Child and Forced Labor Pilot Project with 15 Partner 
Banks as part of the Trade and Supply Chain Finance Program (TSCFP)
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Key Takeways

FI investing is incredibly diverse  - no one-size-fits-
all approach 

Systems’ approach is at the core of ensuring 
socially and environmentally just financing by FIs

Type of FI, investment structure and FI leverage 
dictate scope of social risk management and how 
‘Just’ can be realised
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Let’s continue the conversation!
Post questions and comments in the IAIA24 app.
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