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1. IFC has prepared a set of Guidance Notes, corresponding to the Performance

Standards on Social and Environmental Sustainability. These Guidance Notes offer helpful
guidance on the requirements contained in the Performance Standards, including reference
materials, and on good sustainability practices to improve project performance. These
Guidance Notes are not intended to establish policy by themselves; instead, they explain the
requirements in the Performance Standards.

2. IFC expects that each client will employ methods best suited to its business to meet the
requirements of the Performance Standards. In assisting the client to meet the Performance
Standards, IFC will take into account variables such as host country context, the scale and
complexity of project impacts, and the associated cost-benefit considerations, as well as those
of project performance beyond the level required in the Performance Standards. The Guidance
Notes provide context, rather than substitute for the sound judgment and discretion used by
clients and IFC staff to make project decisions consistent with the Performance Standards.

3. The Guidance Note text in bold italics indicates the text of the corresponding
Performance Standard. All references contained in the text of the Guidance Notes are
reproduced in full in the References section at the end of the Guidance Notes.

4, IFC will update the Guidance Notes periodically to reflect IFC’s lessons of experience
with the implementation of the Performance Standards, as well as emerging private sector good
practices and updates in the referenced materials.
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Guidance Notes 2007 Updates as of July 31, 2007
Change Matrix

The following table summarizes the 2007 updates made to the Guidance Notes that accompany the IFC Performance Standards.
In general, the updates focused on: (i) reflecting relevant developments (e.g., explanation of the operational implications of the new
UN Convention on the Rights of Persons with Disabilities), updating references, and incorporating new IFC guidance materials
published since April 2006; (ii) responding to external stakeholders’ comments and requests for clarification on specific areas
(reflected mostly in Guidance Note 5); and (iii) enhancing guidance in areas identified by internal discussion, particularly areas
related to health impacts to communities from project activities (reflected mainly in Guidance Notes 1 and 4).

IFC welcomes ongoing comments from stakeholders on the Guidance Notes. Comments can be submitted to:
http://www.ifc.org/ifcext/CES/Comments.Nsf/Input2?OpenForm

Guidance Notes Paragraphs Summary of Changes

(new paragraph numbers)
Guidance Note 1

Paragraph G9 Explains conceptual differences between Assessment under Performance Standard 1
and Assessments specified under other Performance Standards, particularly
Performance Standard 5

Paragraph G21 Provides a fuller description of transboundary impacts, including transboundary
epidemic disease transmission

Paragraph G22 Provides a fuller description of cumulative impacts, and ensures consistency between
Performance Standard 1, paragraph 5 and paragraph G22

Paragraph G23 Refers to the road testing version of the draft Human Rights Impact Assessment

Paragraph G25 Describes how to address project impacts on people with disability and explains
benefits of universal design

Paragraph G27 Provides a fuller explanation of the connection between gender and health

Paragraphs G57 and 58 Provides additional guidance on grievance mechanisms, consistent with guidance in

the new Good Practice Handbook on Stakeholder Engagement

Guidance Note 2

Paragraph G5 Emphasizes the importance of good implementation of labor related management
action items through a good management system

Paragraph G29 Provides guidance on disability in the work place

Paragraph G44 Provides guidance on human trafficking issues in the context of child labor

Paragraph G52 Provides guidance on human trafficking issues in the context of forced labor
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Guidance Notes Paragraphs Summary of Changes

(new paragraph numbers)

Guidance Note 3

Annex A Provides additional guidance on GHG emissions in relation to gas flaring
Guidance Note 4

Paragraph G3 Introduces new guidance and resources for conducting health impact assessments

Paragraph G7 Provides guidance on monitoring of health impacts at household or community levels,
and underscores the need to interact with the host government

Paragraph G13 Stresses the importance of addressing hazardous materials considerations at the end
of the project life-cycle, such as PCBs and asbestos at the time of project
decommissioning

Paragraph G15 Stresses the importance of assessing cumulative increases in project-related
emissions and releases to air, water and soil

Paragraph G18-20 Provides expanded explanations of environmental health, nutrition and food security,
and infectious diseases considerations in the affected communities

Paragraph G22-23 Provides guidance on worker and community health issues when projects introduce
imported workers and contractors

Paragraph G35 Provides additional guidance on situations where the project is providing equipment to

public security personnel

Annexes A, B, Cand F

Annex A lists the material Environmental Health considerations; Annex B provides
specific instances of environmental health issues connected to distinct project
activities; Annex C provides a summary of a health impact assessment process; and
Annex F lists different types of health impact assessments

Guidance Note 5

Paragraph G10

Lists examples of scenarios that do not come under Performance Standard 5
because impacts are not due to project related land acquisition, and provides
guidance on how such impacts may be addressed through Performance Standard 1

Paragraph G12

Clarifies the general principle to be applied when affected livelihoods are land-bhased
(whether in the context of physical or economic displacement, and whether involving
Type | or Il transactions)

Paragraph G40

Clarifies requirements under Performance Standard 5 when project-affected people
who are without legal title or claim are economically displaced
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Guidance Notes Paragraphs

Summary of Changes

(new paragraph numbers)

Guidance Note 6

Paragraph G26

Provides guidance on the need for assessment when a project introduces genetically
modified organisms (GMOS) - also known as living modified organisms - in a manner
similar to invasive alien species

Paragraph G28

Explains a number of ongoing international multistakeholder standard setting
initiatives in large commodity sectors, such as palm oil, soy and sugar

Guidance Note 7

Paragraph G1

References the new IFC guide for clients who operating in countries that have ratified
Convention 169

Guidance Note 8 : No changes
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This Guidance Note 1 corresponds to Performance Standard 1. Please also refer to the
Performance Standards 2-8 as well as the corresponding Guidance Notes for additional
information. Bibliographical information on all reference materials appearing in the text of this
Guidance Note can be found in the References Section at the end.

Introduction

1. Performance Standard 1 underscores the importance of managing social and
environmental performance throughout the life of a project (any business activity that is
subject to assessment and management). An effective social and environmental
management system is a dynamic, continuous process initiated by management and
involving communication between the client, its workers, and the local communities directly
affected by the project (the affected communities). Drawing on the elements of the
established business management process of “plan, implement, check, and act,” the
system entails the thorough assessment of potential social and environmental impacts and
risks from the early stages of project development, and provides order and consistency for
mitigating and managing these on an ongoing basis. A good management system
appropriate to the size and nature of a project promotes sound and sustainable social and
environmental performance, and can lead to improved financial, social and environmental
project outcomes.

A To identify and assess social and environment impacts, both adverse and
beneficial, in the project’s area of influence

A To avoid, or where avoidance is not possible, minimize, mitigate, or
compensate for adverse impacts on workers, affected communities, and the
environment

A To ensure that affected communities are appropriately engaged on issues that
could potentially affect them

A To promote improved social and environment performance of companies
through the effective use of management systems

G1. A Social and Environmental Management System is part of the client's overall
management system for the project. It includes the organizational structure, responsibilities,
policies, procedures and practices, and resources, and is essential for successfully
implementing the project-specific management program developed through the social and
environmental assessment of a project. Performance Standard 1 underscores the importance
of managing a project’s social and environmental (including labor, health, safety, and security)
performance throughout the life of the project. A good management system enables continuous
improvement of the project’s social and environmental performance, and can lead to improved
economic, financial, social and environmental project outcomes.

G2. Before IFC proceeds with an investment, IFC reviews the client's social and
environmental management system. For details on IFC’s process of social and environmental
review, see the Environmental and Social Review Procedure, and for further information on
examples and benefits of improving sustainability performance, see |EC’s sustainability
resources (listed in the References section below).



http://ifcln1.ifc.org/ifcext/enviro.nsf/Content/ESRP
http://www.ifc.org/sustainability
http://www.ifc.org/sustainability
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Scope of Application

2. This Performance Standard applies to projects with social or environmental risks and
impacts that should be managed, in the early stages of project development, and on an
ongoing basis.

Social and Environmental Management System

3. The client will establish and maintain a Social and Environmental Management System
appropriate to the nature and scale of the project and commensurate with the level of social
and environmental risks and impacts. The Management System will incorporate the
following elements: (i) Social and Environmental Assessment; (ii) management program; (iii)
organizational capacity; (iv) training; (v) community engagement; (vi) monitoring; and (vii)
reporting.

G3. The level of detail and complexity of the social and environment management system
and the resources devoted to it will depend on the level of impacts and risks identified in the
social and environmental assessment and the size and nature of the client’'s organization. A
satisfactory Management System appropriate to the nature and scale of the project and
commensurate with the level of social and environmental risks and impacts is a condition of
IFC’s investment. If the client does not have a satisfactory Management System at the time of
IFC’s appraisal of the project, one should be developed and implemented over a reasonable
period of time agreed with IFC, and be in effect in time to manage project activities financed by
IFC.

G4. At a minimum, a management system that meets the requirements of Performance
Standard 1 should be in place at the level of the client's organization in which the funds from
IFC’s investment will be utilized (i.e., at the corporate or at the activity-specific level). In the
case of project financing of specific operating units or activities, whether greenfield or existing,
the system structure should address the social and environmental issues arising from the
project being financed. In the case of corporate investments without specific project activities to
be financed, this will often mean establishing, building on or maintaining a corporate level
management framework.

G5. The Social and Environmental Management System requirements of Performance
Standard 1 draw on the established dynamic business management process of “plan,
implement, check, and act”. In the context of accepted international frameworks for quality and
environmental management systems (for examples, see the References section), this
management process can be summarized as follows:

A ldentification and review of the social and environmental impacts and risks of the
operations

A Definition of a set of policies and objectives for social and environmental

performance

Establishment of a management program to achieve these objectives

Monitoring performance against these policies and objectives

=
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A Reporting of the results appropriately
A Review of the system and outcomes, striving for continuous improvement

G6. The effort needed to establish a Management System depends on the client’s existing
management practices. Production- and quality-based management systems operating within
the client’s organization can be used as a foundation on which to build the elements of a system
consistent with Performance Standard 1 in the absence of an existing environmental, health and
safety, human resource or social management system. Where a client has an existing
environmental, health and safety, human resource and/or social management system, its
elements may meet or can be appropriately modified or expanded to meet the requirements of
Performance Standard 1. Where a client has developed and implemented a formal
environmental, labor, health and safety, and/or social management system consistent with an
internationally accepted standard, the explicit incorporation of the applicable Performance
Standards in the policy and objectives elements of such system(s) (in addition to the relevant
laws and regulations applicable to their activities, and other corporate priorities and objectives)
and implementation of an appropriate management program may be sufficient to meet the
requirements of Performance Standard 1. Formal management systems certified under
international standards are not required by Performance Standard 1. While certified systems
are likely to meet IFC’s requirements, they do not eliminate the need for IFC’s due diligence of
the elements of the system required by Performance Standard 1.

G7. Even though many formal management systems do not explicitly address it, community
engagement is an important process element in managing social and environmental impacts
and risks, and is specifically included in paragraphs 19 through 23 of Performance Standard 1.
Community engagement normally involves the disclosure of information, consultation with
affected communities (see guidance under paragraph G15 on Stakeholder Identification), and
the establishment of a grievance mechanism. Community engagement should occur as an
integral part of the Assessment and, in the case of projects that have significant impacts on
communities, will normally continue on an ongoing basis during the life of a project. Community
engagement is the responsibility of the client. IFC undertakes its own disclosure of information
in accordance with |FC’s Policy on Disclosure of Information.

Social and Environmental Assessment

4. The client will conduct a process of Social and Environmental Assessment that will
consider in an integrated manner the potential social and environmental (including labor,
health, and safety) risks and impacts of the project. The Assessment process will be based
on current information, including an accurate project description, and appropriate social
and environmental baseline data. The Assessment will consider all relevant social and
environmental risks and impacts of the project, including the issues identified in
Performance Standards 2 through 8, and those who will be affected by such risks and
impacts. Applicable laws and regulations of the jurisdictions in which the project operates
that pertain to social and environmental matters, including those laws implementing host
country obligations under international law, will also be taken into account.

5. Risks and impacts will be analyzed in the context of the project’s area of influence. This
area of influence encompasses, as appropriate: (i) the primary project site(s) and related
facilities that the client (including its contractors) develops or controls, such as power
transmission corridors, pipelines, canals, tunnels, relocation and access roads, borrow and


http://www.ifc.org/ifcext/enviro.nsf/Content/Disclosure
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disposal areas, construction camps; (ii) associated facilities that are not funded as part of
the project (funding may be provided separately by the client or by third parties including
the government), and whose viability and existence depend exclusively on the project and
whose goods or services are essential for the successful operation of the project; (iii) areas
potentially impacted by cumulative impacts from further planned development of the
project, any existing project or condition, and other project-related developments that are
realistically defined at the time the Social and Environmental Assessment is undertaken;
and (iv) areas potentially affected by impacts from unplanned but predictable developments
caused by the project that may occur later or at a different location. The area of influence
does not include potential impacts that would occur without the project or independently of
the project.

6. Risks and impacts will also be analyzed for the key stages of the project cycle,
including pre-construction, construction, operations, and decommissioning or closure.
Where relevant, the Assessment will also consider the role and capacity of third parties
(such as local and national governments, contractors and suppliers), to the extent that they
pose a risk to the project, recognizing that the client should address these risks and
impacts commensurate to the client’s control and influence over the third party actions.
The impacts associated with supply chains will be considered where the resource utilized
by the project is ecologically sensitive, or in cases where low labor cost is a factor in the
competitiveness of the item supplied. The Assessment will also consider potential
transboundary effects, such as pollution of air, or use or pollution of international
waterways, as well as global impacts, such as the emission of greenhouse gasses.

7. The Assessment will be an adequate, accurate, and objective evaluation and
presentation of the issues, prepared by qualified and experienced persons. In projects with
significant adverse impacts or where technically complex issues are involved, clients may
be required to retain external experts to assist in the Assessment process.

8. Depending on the type of project and the nature and magnitude of its risks and impacts,
the Assessment may comprise a full-scale social and environmental impact assessment, a
limited or focused environmental or social assessment, or straightforward application of
environmental siting, pollution standards, design criteria, or construction standards. When
the project involves existing business activities, social and/or environmental audits may
need to be performed to determine any areas of concern. The types of issues, risks and
impacts to be assessed, and the scope of the community engagement (see paragraphs 19
through 23 below) can also vary considerably, depending on the nature of the project, and
its size, location, and stage of development.

9. Projects with potential significant adverse impacts that are diverse, irreversible, or
unprecedented will have comprehensive social and environmental impact assessments.
This assessment will include an examination of technically and financially feasible®
alternatives to the source of such impacts, and documentation of the rationale for selecting
the particular course of action proposed. In exceptional circumstances, a regional, sectoral
or strategic assessment may be required.

10. Narrower scopes of Assessments may be conducted for projects with limited impacts
that are few in number, generally site-specific, largely reversible, and readily addressed
through mitigation measures.
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11. Projects with minimal or no adverse impacts will not be subject to further assessment
beyond their identification as such.

12. As part of the Assessment, the client will identify individuals and groups that may be
differentially or disproportionately affected by the project because of their disadvantaged or
vulnerable status.> Where groups are identified as disadvantaged or vulnerable, the client
will propose and implement differentiated measures so that adverse impacts do not fall
disproportionately on them and they are not disadvantaged in sharing development benefits
and opportunities.

! “Technical feasibility” is based on whether the proposed measures and actions can be implemented with
commercially available skills, equipment and materials, taking into consideration prevailing local factors such as
climate, geography, demography, infrastructure, security, governance, capacity and operational reliability.
“Financial feasibility” is based on commercial considerations, including the relative magnitude of the incremental
cost of adopting such measures and actions compared to the project’s investment, operating and maintenance
costs and whether this incremental cost could make the project nonviable to the client.

2 This status may stem from an individual's or group’s race, color, sex, language, religion, political or other
opinion, national or social origin, property, birth or other status. The client should also consider factors such as
gender, ethnicity, culture, sickness, physical or mental disability, poverty or economic disadvantage, and
dependence on unique natural resources.

Social and Environmental Assessment Process

General issues

G8. The process of Social and Environmental Assessment (the Assessment) addresses the
social and environmental impacts and risks (including labor, health, safety, and security) of a
proposed project. It is an important first step in managing and improving project social and
environmental performance, as it helps the client to assess all relevant potential impacts and
risks associated with the project (whether addressed through the Performance Standards or
not), and identify any mitigation or corrective measures that will enable the project to meet the
applicable requirements in Performances Standards 2 through 8, any applicable local laws and
regulations, as well as any additional priorities and objectives for social or environmental
performance identified by the client. For guidance on hard to address labor issues in the
process of, or in addition to, the client’s process of Assessment, see paragraph G4 of Guidance
Note 2. An example of health impact assessment process and critical elements in a health
assessment can be found in Annex C of Guidance Note 4 and its Reference Section. Guidance
on risk assessment related to security issues can also be found in Guidance Note 4.

G9. Even if impacts and risks are not specifically identified in Performance Standards 2
through 8, they should be assessed under Performance Standard 1 as part of the project’s
approach to risk management. For example, all relevant adverse impacts on the livelihoods and
income of the affected communities within the project area of influence should be assessed. Of
such impacts, those that result from project-related land acquisition should be addressed
through Performance Standard 5 on Land Acquisition and Involuntary Resettlement, while other
adverse impacts on livelihoods that result from other project activities should be addressed
under Performance Standard 1. Examples of adverse impacts that should be addressed under
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Performance Standard 1 include loss of access to state-owned sub-surface mineral rights® by
artisanal miners; loss of access to marine fishing grounds due to project activities; restriction of
access to resources located within state-determined exclusion zones not acquired by the client;
and demonstrated decreases in agricultural, livestock, forest, hunting and fishing yields resulting
from project-related disturbance and/or pollution. For related guidance, see paragraph G10 of
Guidance Note 5. Depending on the circumstance, it may be appropriate to model mitigation
measures for adverse impacts on livelihoods assessed under Performance Standard 1 after
livelihood restoration measures specified under Performance Standard 5 for economic
displacement resulting from land acquisition. Integrating social and environmental
considerations in the context of an overall assessment of the project will enable clients to
articulate the overall project risks and benefits and inform the clients’ decisions.

G10. The Assessment's key process elements generally consist of (i) project definition;
(ii) (initial) screening of the project and the scoping of the Assessment process; (iii) stakeholder
identification and gathering of social and environmental baseline data, where relevant;
(iv) impact identification and analysis; and; (v) generation of mitigation or management
measures and actions. The breadth, depth and type of analysis should be proportionate to the
nature and scale of the proposed project’s potential impacts as identified during the course of
the Assessment process. The Assessment must conform to the requirements of the host
country’s environmental assessment laws and regulations, including the relevant disclosure of
information and public consultation requirements.

G11. Clients can use in-house staff and/or external consultants or experts to carry out the
Assessment work, provided that the applicable requirements of the Performance Standards are
met. The in-house staff or external personnel conducting the Assessment must be in a position
to do so adequately, accurately and objectively, as well as have the requisite qualifications and
experience. For projects with issues that may pose significant adverse impacts and risks,
clients should consider retaining external experts to assist in the conduct of all or part of the
Assessment. These experts should have relevant and recognized experience in similar projects
and operate independently from those responsible for design and construction. They should be
engaged early in the project’s development phase and, as necessary, in the various stages of
project design, construction, and commissioning. In some high-risk cases, IFC may require a
panel of external experts to advise the client and/or IFC. In addition, external experts are
required in certain defined circumstances, on issues concerning biodiversity (as provided in
paragraph 4 of Performance Standard 6), Indigenous Peoples (as provided in paragraph 11 of
Performance Standard 7) and cultural heritage (as provided in paragraph 4 of Performance
Standard 8).

G12. Early in IFC’'s engagement with the client on a prospective project, IFC will review the
stage of development of the project and status of the client's social and environmental
assessment process and documentation. In many cases, clients will have undertaken some
level of such assessment to satisfy host country requirements or as part of their own corporate
due diligence processes. For specific issues, such as labor and working conditions or the use
of security personnel, the client may have conducted a separate labor assessment or risk
assessment, respectively. These existing documents can be considered as part of the client’s
Assessment consistent with the requirements of Performance Standard 1, as long as key

! In most countries, surface land rights are legally distinct from sub-surface mineral rights.
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baseline data and assumptions have not materially changed by the time of IFC’s review. Based
on this review, IFC will identify and agree with the client on any additional assessment work that
may be necessary to meet the requirements of Performance Standard 1, the parties responsible
for such assessment, and the timeline for its completion.

Project Definition

G13. The project definition should include a concise description of the proposed project and
its contexts to be assessed. The project description will normally address new facilities or
business activities to be financed by IFC. These facilities are expected to meet the applicable
requirements in Performance Standards 1 through 8 at the outset or, as agreed with IFC, over a
reasonable period of time. If a proposed business activity to be financed by IFC relates to
existing facilities (e.g., restructuring projects, expansions, modernizations, privatizations of such
facilities), IFC will work with the client to develop a management program, including an Action
Plan, that is technically and financially feasible and cost-effective for these facilities to meet the
applicable Performance Standards within a reasonable time frame. Further guidance on project
descriptions can be found in Annex A.

Initial Screening

G14. The initial screening of the project against the applicable local laws and regulations and
the Performance Standards will indicate whether the project may pose social or environmental
risks that should be further analyzed through additional Assessment process steps. It should
identify the extent and complexity of potential impacts and risks in the project's area of
influence, which is the total area likely to be affected by both on-site and off-site impacts from
project activities (see also paragraph 5 of Performance Standard 1, and paragraphs G18 and 22
below). If the initial screening indicates potential adverse impacts, the scope of the Assessment
should be determined and further impact identification and analysis (based on relevant baseline
data, if any, and considering identified stakeholders) will be necessary to ascertain the nature
and scale of impacts, the affected communities, and possible mitigation measures. Where the
initial screening process concludes that a project will have no or minimal potential adverse
impacts, the client should document this screening process and its conclusions. No further
Assessment or establishment of a Management System will be required.

Stakeholder Identification and Information Gathering

G15. Stakeholder identification broadly involves the determination of the various individuals or
groups who may have an interest in the project or who may affect or be affected by the project.
The process of stakeholder identification includes distinct steps, including: (i) identifying
individuals, groups or local communities that may be affected by the project, positively or
negatively, and directly or indirectly, making special effort to identify those who are directly
affected, including those who are disadvantaged or vulnerable; (ii) identifying broader
stakeholders who may be able to influence the outcome of the project because of their
knowledge about the affected communities or political influence over them; (iii) identifying
legitimate stakeholder representatives, including elected officials, non-elected community
leaders, leaders of informal or traditional community institutions, and elders within the affected
community; and (iv) mapping the impact zones by placing the affected groups and communities
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within a geographic area, which will help the client define or refine the project’s area of influence
(see paragraph 5 of Performance Standard 1, and paragraphs G18 and 22 below).

G16. The baseline information gathering phase is an important and often a necessary step in
the Assessment process to enable the determination of the potential impacts and risks of a
project. Baseline information gathering should describe the relevant existing conditions, such
as physical, biological, medical and socio-economic. Analysis of project- and site-specific
impacts should be based on current and verifiable primary information. Reference to secondary
information on the project's area of influence is acceptable, but it may still be necessary to
gather primary information from field surveys to establish baselines appropriate to the proposed
project’'s potential impacts and risks. Relevant data may be available from various host
governmental, NGO and academic studies. However, clients should carefully evaluate data
sources and potential data gaps. Accurate and up-to-date baseline information is essential, as
rapidly changing situations, such as in-migration of people in anticipation of a project or
development?, or lack of data on disadvantaged or vulnerable individuals and groups within an
affected community, can seriously affect the efficacy of social mitigation measures. Limitations
on data, such as the extent and quality of available data, assumptions and key data gaps, and
uncertainties associated with predictions, should be clearly identified.

Impacts and Risks

G17. Potential impacts and risks should be assessed and documented for each key stage of
the project cycle including design and planning, construction, operations, and decommissioning
or closure and for their short-term, long-term, and cumulative contexts (see paragraph G22
below), keeping in mind the dynamic and shifting nature of these impacts and risks.

G18. The size of a project's area of influence and the social and environmental impacts and
risks within the area can vary considerably. Some of these impacts and risks, particularly those
described in the Performance Standards, may be attributable to third parties within the area of
influence. The larger the area of influence, the more likely that third party action or non-
performance could pose risks to projects. Where relevant, the Assessment includes these third
party risks, particularly risks over which the client may have a degree of control or influence.

G19. In addition to adverse impacts and risks, the Assessment can assess potential positive
or beneficial impacts of a project and propose measures to enhance them. These measures
can be implemented through the client’'s social and environmental management program. If
requested by clients, IFC can assist clients to enhance the positive outcomes of the project
through various technical and financial assistance and programs.

Global Impacts

G20. While individual project impacts on climate change, ozone layer, biodiversity or similar
environmental issues may not be significant, when taken together with impacts created by other
human activities, they can become nationally, regionally or globally significant. When a project

2 In—migration can pose significant impacts on host communities. Demographic surveillance systems that can
accurately track community level influx have been established in many settings and there are established
methodologies that can be readily consulted (for examples, see the References Section).
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has the potential for large scale impacts that can contribute toward adverse global
environmental impacts, the Assessment should consider these impacts. Specific requirements
and guidance on greenhouse gases and ozone-depleting substances can be found in
Performance Standard 3 and its accompanying Guidance Note, and on biodiversity, in
Performance Standard 6 and its accompanying Guidance Note.

Transboundary Impacts

G21. Transboundary impacts are impacts that extend to multiple countries, beyond the host
country of the project, but are not global in nature. Examples include air pollution extending to
multiple countries, use or pollution of international waterways®, and transboundary epidemic
disease transmission®. If the Assessment determines that: (i) the project entails activities that
may cause adverse effects through air pollution or abstraction of water from or pollution of
international waterways; (ii) the affected countries and the host country have entered into any
agreements or arrangements or have established any institutional framework regarding the
potentially affected airshed, waterway, subsurface water, or other resources; or (iii) there are
unresolved differences between the affected and host countries regarding the potentially
affected resource, and the likelihood of a resolution is not imminent, the client may be required
to provide notice of the proposed project to the affected country or countries. When requested
by the client, IFC will assist the client with notifying competent authorities of the affected
countries. IFC’s role in this regard is outlined in paragraph 40 of the IFC Policy on Social and
Environmental Sustainability (Sustainability Policy). IFC’s procedure for notification of
competent authorities can be found in the Environmental and Social Review Procedure.
Examples of regional systems of assessment and notification of transboundary impacts can be
found in the References section.

Cumulative Impacts

G22. The combination of multiple impacts from existing projects, the proposed project, and/or
anticipated future projects may result in significant adverse and/or beneficial impacts that would
not be expected in case of a stand-alone project. The Assessment should evaluate these
cumulative impacts commensurate with the source, extent, and severity of cumulative impacts
anticipated. As a result, the geographic and temporal boundaries of the cumulative impact
assessment would depend on the potential cumulative impacts that are attributable to the
project and those that affect the project as a result of reasonably foreseeable activities by third

% IFC defines an international waterway as: (a) any river, canal, lake, or similar body of water that forms a boundary
between, or any river or body of surface water that flows through, two or more states, whether IFC members or not;
(b) any tributary or other body of surface water that is a component of any waterway described in (a) above; and (c)
any bay, gulf, strait, or channel bounded by two or more states or, if within one state, recognized as a necessary
channel of communication between the open sea and other states--and any river flowing into such waters.

4 Transboundary epidemic disease transmission is well known and has been observed in many settings. Many
infectious diseases, such as cholera, influenza and meningitis, can be rapidly and easily spread across national
borders, particularly when a project attracts a large influx of potential job seekers during a construction phase.
Similarly, a project may bring in large numbers of overseas workers for short-term specialty construction work. In
some situations, the disease spectrum of the imported workers may be quite different than the host country, e.g.,
multi-drug resistant tuberculosis, vivax versus falciparum forms of malaria. In some cases, it may be appropriate for
very large scale transboundary projects to consider the potential for global or regional level disease epidemic
transmission, e.g., avian influenza and SARS.
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parties, and will influence the final definition of the project area of influence. Examples of
cumulative impacts include ambient conditions in an airshed (see paragraph 9 of Performance
Standard 3), conditions in a watershed, or secondary or induced social impacts, such as in-
migration or substantially increased transport activity in a project area of influence (see
paragraphs G5, G22, and G23 of Guidance Note 4). The client’s baseline study should identify
any relevant existing project or condition. In terms of anticipated future projects, priority should
be given to assessing cumulative impacts stemming from the proposed project, such as further
planned development of the project and other project-related future developments that are
realistically defined at the time of the Assessment (for example, an anticipated future
development for which licenses or permits have been issued should be included, even if it is not
yet in implementation). IFC will work with the client to identify existing data and studies, and if
necessary will consider available technical and financial assistance mechanisms on a case-by-
case basis. In situations where cumulative impacts are likely to occur from activities by third
parties in the project region, a regional or sectoral assessment may be appropriate. It may not
be feasible for the client to undertake such a study, for example, in situations where the impacts
from the client’'s own operations are expected to be a relatively small amount of the cumulative
total. For further guidance on such assessments, see paragraph G31 and 32 below. While the
client is responsible for gathering information on cumulative impacts under paragraph 5 of
Performance Standard 1, paragraph 6 of the Performance Standard also indicates that the client
is expected to address risks and impacts commensurate to the client’s control and influence
over third party actions.

Human Rights

G23. A number of international agreements and conventions have established basic human
rights (a list of these international instruments can be found in the References section of
Guidance Note 2; other useful guidance supporting human rights can be found in the
References section of Guidance Notes 3, 4, 5, and 7). While states are responsible for
protecting these human rights, it is increasingly expected that private sector companies conduct
their affairs in a way that would uphold these rights and not interfere with states’ obligations
under these instruments. In addition, business conduct that is inconsistent with these basic
human rights can pose risks to business, and as a result, the Assessment process is a useful
tool to analyze these risks and to consider management measures. Descriptions of some of
these risks can be found in Performance Standards 2, 3, 4, 5 and 7. IFC recently released a
draft of the Guide to Human Rights Impact Assessment and Management (Guide to HRIA)
jointly developed by IFC and the International Business Leaders Forum. The draft Guide to
HRIA was released to enable voluntary road-testing of the HRIA by a number of companies. If
human rights are likely to be a significant and specific risk for the project, companies can
consider carrying out an HRIA along with the Social and Environmental Assessment.

Disadvantaged or Vulnerable Groups

G24. There may be individuals or groups within the project area of influence who are
particularly vulnerable or disadvantaged and who could experience adverse impacts from the
proposed project more severely than others, as described in footnote 2 of Performance
Standard 1. Large scale projects with a large project area of influence and multiple affected
communities are more likely to expose these individuals and groups to adverse impacts than
smaller scale projects with site specific issues. Where it is anticipated that the project will
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impact one or more affected communities, the Assessment process should use accepted
sociological and health methods to identify and locate vulnerable individuals or groups within the
affected community population, collecting data on a disaggregated basis. Using this
disaggregated information, the client should assess potential impacts, including differentiated
impacts, on these individuals and groups and propose specific (and if necessary separate)
measures in consultation with them to ensure that potential impacts and risks to them are
appropriately avoided, mitigated or compensated. Vulnerable or disadvantaged individuals and
groups should be able to benefit from project opportunities equally with the rest of the affected
community; this may require that differentiated benefit-sharing processes and levels (such as
ensuring that compensation for a house taken during resettlement is provided equally to the
woman and man of the household, providing training for individuals or groups who might lack
the necessary skills to find a job with the project, ensuring access to medical treatments for
medial conditions resulting from the project, etc.) are available. Project monitoring should track
these individuals or groups on a disaggregated basis. Specific considerations and measures for
Indigenous Peoples are described in Performance Standard 7 and the accompanying Guidance
Note. Clients should exercise discretion in gathering personal data and information and should
treat such data or information as confidential (except where disclosure is required by law).
Where Performance Standard 1 requires disclosure of plans based on personal info or data
collected, (such as a resettlement action plan) the client should ensure that any personal data or
information cannot be associated with particular individuals.

Disability

G25. There are country laws, regulations, and other guidance pertaining specifically to people
with disabilities, who are highly vulnerable to disproportionate impact from projects. Where no
adequate legal framework exists, the client should identify appropriate alternatives to avoid,
minimize, mitigate, or compensate for potential adverse impacts and risks on people with
disabilities. The alternatives should be focused on creating access to the resources and
services for the community (e.g., accessibility to education, medical assistance, training,
employment, tourism, and consumer goods; and physical accessibility to transportation,
schools, hospitals/clinics, work facilities, hotels, restaurants, stores, and other commercial
areas). See the References Section for A Design Manual for a Barrier Free Environment, and
The U.S. Access Board. Clients should also consider incorporating the principles of universal
design (defined as the design of products, environments, programmes and services to be
usable by all people, to the greatest extent possible, without the need for adaptation or
specialized design®) into project design, construction, and operation (including emergency and
evacuation plans), whether new construction or restructuring, expansion, or modernization of
facilities, to maximize use by all potential users, including people with disabilities.

Gender

G26. A project may have different impacts on women and men, due to their differentiated
socioeconomic roles and their varying degrees of control over and access to assets, productive

® “Universal design” shall not exclude assistive devices for particular groups of persons with disabilities where this is
needed (Article 2 of the United Nation Convention on the Rights of Persons with Disabilities adopted December 13,
2006)
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resources, and employment opportunities. There may be norms, societal practices, or legal
barriers that impede the full participation of persons of one gender (usually women, but
potentially men) in consultation, decision-making, or sharing of project benefits. These legal
and societal norms and practices may lead to gender discrimination or inequality. Gender-
differentiated impacts should be assessed and the Assessment should propose measures
designed to ensure that one gender is not disadvantaged relative to the other in the context of
the project. This may include providing opportunities to enhance full participation and influence
in decision-making through separate mechanisms for consultation and grievances, and
developing measures that allow both women and men equal access to project benefits (such as
land titles, compensation, and employment).

G27. Health performance indicators and gender are strongly associated with each other.
Demographic Health Surveys (DHS) have repeatedly demonstrated the profound connection
between gender (usually women) and a wide variety of key health performance indicators.
Proposed interventions should be sensitive to and aware of the unique role played by women in
health. The use of peer educators and community level women’s organizations should be
considered. In many developing country settings, there are marked differences in the literacy
and educational attainment levels of women. Typically, female literacy and educational
attainment levels are marked lower than men, even if the woman is the household head.
Household level education literacy/attainment is also strongly tied to many critical health
performance indicators. Therefore, proposed mitigation interventions and/or outreach efforts
must factor this “education gap” into the planning process.

Third Party Impacts including Supply Chain Considerations

G28. The client may have limited or no leverage on third parties, such as a government
agency in charge of controlling in-migration in the project area, or an illegal logging operation
taking advantage of project access roads through forests. Nonetheless, the project description
in the Assessment report should encompass facilities and activities by third parties that are
essential for the successful operation of the project, and the Assessment process for a project
with a large area of influence should identify the roles of third parties and the potential impacts
and risks from their actions or non-performance. Clients should collaborate with third parties
and take action to the extent of their influence or control over them. IFC will work with the client
on a case-by-case basis to have the client and, where feasible, third parties develop appropriate
mitigation strategies.

G29. Among these third parties are operators of associated facilities (see item (ii) in
paragraph 5 of Performance Standard 1) that may have a particularly close relationship with the
project. Because of this relationship, the client will normally have some commercial leverage on
the operators of such facilities. Where such leverage allows, undertakings can be secured from
these operators to operate their facilities consistent with the applicable Performance Standards.
In addition, the client should identify its own actions, if any, that will support or supplement the
actions of the associated facilities.

G30. As with the third party impacts and risks described above, projects’ relationships with
supply chains could pose a particular challenge in certain sectors. The Assessment should
identify the roles, impacts and risks of key suppliers in relation to labor issues and ecologically
sensitive resources, as described in paragraph 6 of Performance Standard 1. Generally, where
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the client has commercial leverage over its suppliers, IFC will expect the client to work with its
suppliers to propose mitigation measures proportionate to identified risks on a case-by-case
basis, while recognizing that assessing and addressing supply chain implications beyond the
first or the second tier suppliers would not be practical or meaningful to the client or the supplier.
Additional information on addressing labor issues of the client’s key suppliers, particularly those
related to child labor and forced labor, can be found in paragraph 18 of Performance Standard 2
and the accompanying guidance. For biodiversity issues in the supply chain, see Performance
Standard 6 and the accompanying Guidance Note.

Regional, Sectoral or Strategic Assessments

G31. In exceptional circumstances, regional, sectoral, or strategic social and environmental
assessment may be required in addition to the social and environmental impact assessment.
Regional assessment is conducted when a project or series of projects are expected to have a
significant regional impact or influence regional development (e.g., an urban area, a watershed,
or a coastal zone), and is also appropriate where the region of influence spans two or more
countries, or where impacts are likely to occur beyond the host country. Sectoral assessment is
useful where several projects are proposed in the same or related sector (e.g., power, transport,
or agriculture) in the same country, either by the client alone or by the client and others.
Strategic assessment examines impacts and risks associated with a particular strategy, policy,
plan, or program, often involving both the public and private sectors. Regional, sectoral, or
strategic assessment may be necessary to evaluate and compare the impact of alternative
development options, assess legal and institutional aspects relevant to the impacts and risks,
and recommend broad measures for future social and environmental management. Particular
attention is paid to potential cumulative impacts of multiple activities. These assessments are
typically carried out by the public sector, though they may be called for in some complex and
high risks private sector projects.

G32. When the need for such assessments is indicated, IFC will work with the client to identify
existing data and studies already carried out by other institutions, such as the World Bank, other
multilateral financial institutions and/or national agencies. In the absence of such data or
studies, IFC will assist the client to identify the appropriate terms of reference for such
assessments, and will consider available technical and financial assistance mechanisms.

Mitigation Measures

G33. If the impact analysis confirms potential impacts and risks, clients should develop
measures and actions to avoid, minimize, mitigate, compensate for, or offset potential adverse
social and environmental impacts, or, in case of positive or beneficial impacts, to enhance them.
As a general principle for adverse social and environmental impacts, the Assessment should
focus on measures to prevent these from occurring in the first place, as opposed to
minimization, mitigation, or compensation. At the same time, however, IFC recognizes this can
pose challenges for projects, and that measures should be drawn from options that are
technically and financially feasible (as defined in footnote 1 of Performance Standard 1) and
cost effective (as defined in footnote 2 of Performance Standard 3). Where trade-offs between
avoidance and mitigation/compensation are considered, these should be documented. The
Assessment should consider economic, financial, environmental and social costs and benefits
and identify to which parties these accrue. The costs and benefits may be expressed in
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gualitative or quantitative terms, and the analysis of the balance between costs and benefits
should be explained. Where these impacts are within the client's capacity to control or
influence, the client should capture the mitigation or corrective measures in a management
program or the Action Plan (see paragraphs 13 through 16 of Performance Standard 1 and the
accompanying Guidance Notes) and implement these through the Management System.

Documentation of Assessment Process

G34. The outcome of the Assessment process should be documented. The assessment
process may result in one or more documents with separate analysis, particularly when the
client engages various experts to address multiple Performance Standards.

G35. Projects with limited adverse impacts and risks, both new projects and those involving
existing facilities (the type of projects likely to be considered as Category B projects by IFC),
need documentation on the screening process, impacts analysis, proposed mitigation
measures, and the process of disclosure of information, and community engagement (if there
are affected communities). At a minimum, clients should have one or more documents or
analysis that describe:

A The project and its social and environmental aspects

A Maps and drawings of the project and a delineation or description of its area of
influence

A Compliance with the legal and regulatory framework, the applicable Performance
Standards and the environmental and health and safety performance levels
established for the project

A Key potential impacts and risks, including the identification of the affected
communities

A Planned mitigation and any areas of concern that need to be further addressed

A The process of community engagement

G36. If early analysis for the Assessment identifies potentially significant adverse social and
environmental impacts and risks that are diverse, irreversible, or unprecedented (the type of
projects likely to be considered as Category A projects by IFC), a formal social and
environmental impact assessment report will be prepared in accordance with accepted
international practice, and consistent with Annex A. For these projects, summaries of analyses
should explain findings clearly and objectively, and be understandable to laypersons. For those
projects with potentially significant adverse impacts predominantly in the social area (e.g.,
involuntary resettlement), the Assessment process should largely focus on generating
appropriate social baseline data, impacts analysis, and mitigation measures (e.g., Resettlement
Action Plan).

G37. These projects will normally need to conduct an alternatives analysis as part of the
social and environmental assessment. The purpose of alternative analysis is to improve project
design, construction, and operation decisions based on feasible project alternatives. This
analysis may facilitate the consideration of social and environmental criteria at the early stages
of project development and make decisions based on the differences between real choices.
The alternatives analysis should be conducted as early as possible in the Assessment process
and examine feasible alternatives such as alternative project locations, designs or operational
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processes, or alternative ways of dealing with social and environmental impacts. The analysis is
subject to the disclosure and consultation requirements of the Assessment. Additional
information regarding the analysis of alternatives is provided in Annex A.

G38. When projects involve existing facilities, environmental and social audit reports and
hazard/risk assessment reports should be prepared in accordance with accepted international
practice and follow the table of contents provided in Annex B.

Management Program

13. Taking into account the relevant findings of the Social and Environmental Assessment
and the result of consultation with affected communities, the client will establish and
manage a program of mitigation and performance improvement measures and actions that
address the identified social and environmental risks and impacts (the management
program).

14. Management programs consist of a combination of operational policies, procedures
and practices. The program may apply broadly across the client’s organization, or to
specific sites, facilities, or activities. The measures and actions to address identified
impacts and risks will favor the avoidance and prevention of impacts over minimization,
mitigation, or compensation, wherever technically and financially feasible. Where risks and
impacts cannot be avoided or prevented, mitigation measures and actions will be identified
so that the project operates in compliance with applicable laws and regulations, and meets
the requirements of Performance Standards 1 through 8 (see paragraph 16 below). The
level of detail and complexity of this program and the priority of the identified measures and
actions will be commensurate with the project’s risks and impacts.

15. The program will define desired outcomes as measurable events to the extent possible,
with elements such as performance indicators, targets, or acceptance criteria that can be
tracked over defined time periods, and with estimates of the resources and responsibilities
for implementation. Recognizing the dynamic nature of the project development and
implementation process, the program will be responsive to changes in project
circumstances, unforeseen events, and the results of monitoring (see paragraph 24 below).

G39. The level of detail and complexity of the management program should be commensurate
with the project’s anticipated impacts and risks. Where a Social and Environmental Impact
Assessment format is required as described in paragraph 9 of Performance Standard 1, the
management program should include an Action Plan as described in paragraph 16 of
Performance Standard, and contain the measures listed under the heading “Management
Program” in Annex A. For projects with limited potential impacts, the management program
should address those limited impacts, and are likely to be less elaborate. In the case of existing
facilities, the management program is likely to include corrective measures and an Action Plan
to address areas of improvement identified in the social and environmental audit. As part of the
management program, the client may wish to establish its own internal performance measures
SO as to enhance positive project impacts and the desired outcomes as measurable events to
the extent possible. These include measures such as performance indicators, targets, or
acceptance criteria that can be tracked over defined time periods, to ensure continuous
improvement of performance in these areas.
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G40. The management program should be implemented through the client’'s Social and
Environmental Management System (see paragraph 3 of Performance Standard 1 and the
accompanying guidance), so that it will enable the client to determine adequate allocation of
financial resources and designation of responsible personnel within the client's organization,
and to implement as part of overall site, project or corporate management.

Action Plan

16. Where the client identifies specific mitigation measures and actions necessary for the
project to comply with applicable laws and regulations and to meet the requirements of
Performance Standards 1 through 8, the client will prepare an Action Plan. These measures
and actions will reflect the outcomes of consultation on social and environmental risks and
adverse impacts and the proposed measures and actions to address these, consistent with
the requirements under paragraph 21. The Action Plan may range from a brief description
of routine mitigation measures to a series of specific plans.3 The Action Plan will: (i)
describe the actions necessary to implement the various sets of mitigation measures or
corrective actions to be undertaken; (ii) prioritize these actions; (iii) include the time-line for
their implementation; (iv) be disclosed to the affected communities (see paragraph 26); and
(v) describe the schedule and mechanism for external reporting on the client’'s
implementation of the Action Plan.

% For example, Resettlement Action Plans, Biodiversity Action Plans, Hazardous Materials Management Plans,
Emergency Preparedness and Response Plans, Community Health and Safety Plans, and Indigenous Peoples
Development Plans.

G41. Taking the result of the Social and Environmental Assessment process, including the
result of consultation during this process (see paragraphs 19 through 23 of Performance
Standard 1 and the accompanying Guidance Notes), the client should prepare its Action Plan,
which is a part of the management program focusing on the measures and actions necessary
for the client to comply with applicable national laws and regulations and to meet the
requirements of the applicable Performance Standards. It can exclude information that is of an
internal nature, such as proprietary information, cost data, information that would compromise
project site security and safety, and detailed procedures, business processes, and instructions
for workers (which should be included in the management program). As part of its ongoing
engagement with affected communities, the client is required to disclose its Action Plan in
advance of project implementation to affected communities and stakeholders, and provide
updates throughout the life of the project as mitigation measures are adjusted and upgraded,
reflecting the feedback from the affected communities.

Organizational Capacity

17. The client will establish, maintain, and strengthen as necessary an organizational
structure that defines roles, responsibilities, and authority to implement the management
program, including the Action Plan. Specific personnel, including management
representative(s), with clear lines of responsibility and authority should be designated. Key
social and environmental responsibilities should be well defined and communicated to the
relevant personnel and to the rest of the organization. Sufficient management sponsorship
and human and financial resources will be provided on an ongoing basis to achieve
effective and continuous social and environmental performance.
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G42. The successful implementation of the management program, including the Action Plan,
calls for the commitment of management and workers of the client’s organization. Accordingly,
the client should designate specific in-house personnel, including management
representative(s), with clear lines of responsibility and authority for social and environmental
issues. If functions are outsourced to contractors, the client's agreement with the contractors
should include actions and measures necessary for the parties to perform the agreement
consistent with the management program. In large or complex organizations multiple personnel
or operational units may be designated. In small or medium-sized enterprises, these
responsibilities may be undertaken by one individual. It is also important that the key social and
environmental responsibilities are well defined and communicated to the relevant personnel and
the rest of the organization. Appropriate human and financial resources should be allocated to
those designated as responsible for the implementation of the management program and any
additional performance measures. Annex C contains a series of questions that may be useful
for clients to pose to assess adequacy of its capacity and process.

Training

18. The client will train employees and contractors with direct responsibility for activities
relevant to the project’s social and environmental performance so that they have the
knowledge and skills necessary to perform their work, including current knowledge of the
host country’s regulatory requirements and the applicable requirements of Performance
Standards 1 through 8. Training will also address the specific measures and actions
required under the management program, including the Action Plan, and the methods
required to perform the action items in a competent and efficient manner.

G43. The management program should identify the knowledge and skills necessary for its
implementation, including implementation of the Action Plan. These should be considered in
personnel selection, training, skills development, on-going education, and new recruitment if
necessary. Training programs typically have the following elements:

A ldentification of training needs for employees

A Development of a training plan to address defined needs

A Verification of training programs to ensure consistency with organizational
requirements

A Training of target employees

A Documentation of training received

A Evaluation of training received

G44. Training relevant to implementing specific action items in the management program may
be necessary. Training designed to help the employees gain appropriate knowledge base and
skills to perform their work may include current knowledge of host country regulatory
requirements, the applicable requirements of Performance Standards 2 through 8, the material
impacts predicted through the Assessment process, the content of the management program,
including the Action Plan, and the methods required to perform the action items in a competent
and efficient manner. When a project is likely to impact vulnerable or disadvantaged individuals
or groups within affected communities, employees who will interact with such individuals or
groups should be trained so that they understand the specific issues related to such individuals
or groups.
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G45. When specific aspects of the project or the implementation of the management program
are outsourced to contractors, the client should also ensure that these contractors have the
requisite knowledge, skills, and training to perform the work in accordance with the
management program and the requirements of Performance Standards 2 through 8, consistent
with the guidance in paragraph G44 above.

Community Engagement

19. Community engagement is an on-going process involving the client’s disclosure of
information. When local communities may be affected by risks or adverse impacts from a
project, the engagement process will include consultation with them. The purpose of
community engagement is to build and maintain over time a constructive relationship with
these communities. The nature and frequency of community engagement will reflect the
project’'s risks to and adverse impacts on the affected communities. Community
engagement will be free of external manipulation, interference, or coercion, and
intimidation, and conducted on the basis of timely, relevant, understandable and accessible
information.

Disclosure

20. Disclosure of relevant project information helps affected communities understand the
risks, impacts and opportunities of the project. Where the client has undertaken a process
of Social and Environmental Assessment, the client will publicly disclose the Assessment
document. If communities may be affected by risks or adverse impacts from the project, the
client will provide such communities with access to information on the purpose, nature and
scale of the project, the duration of proposed project activities, and any risks to and
potential impacts on such communities. For projects with adverse social or environmental
impacts, disclosure should occur early in the Social and Environmental Assessment
process and in any event before the project construction commences, and on an ongoing
basis (see paragraph 26 below).

Consultation

21. If affected communities may be subject to risks or adverse impacts from a project, the
client will undertake a process of consultation in a manner that provides the affected
communities with opportunities to express their views on project risks, impacts, and
mitigation measures, and allows the client to consider and respond to them. Effective
consultation: (i) should be based on the prior disclosure of relevant and adequate
information, including draft documents and plans; (ii) should begin early in the Social and
Environmental Assessment process; (iii) will focus on the social and environmental risks
and adverse impacts, and the proposed measures and actions to address these; and (iv) will
be carried out on an ongoing basis as risks and impacts arise. The consultation process
will be undertaken in a manner that is inclusive and culturally appropriate. The client will
tailor its consultation process to the language preferences of the affected communities,
their decision-making process, and the needs of disadvantaged or vulnerable groups.

22. For projects with significant adverse impacts on affected communities, the consultation
process will ensure their free, prior and informed consultation and facilitate their informed
participation. Informed participation involves organized and iterative consultation, leading
to the client’s incorporating into their decision-making process the views of the affected
communities on matters that affect them directly, such as proposed mitigation measures,
the sharing of development benefits and opportunities, and implementation issues. The
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client will document the process, in particular the measures taken to avoid or minimize risks
to and adverse impacts on the affected communities.

Grievance Mechanism

23. The client will respond to communities’ concerns related to the project. If the client
anticipates ongoing risks to or adverse impacts on affected communities, the client will
establish a grievance mechanism to receive and facilitate resolution of the affected
communities’ concerns and grievances about the client’'s environmental and social
performance. The grievance mechanism should be scaled to the risks and adverse impacts
of the project. It should address concerns promptly, using an understandable and
transparent process that is culturally appropriate and readily accessible to all segments of
the affected communities, and at no cost and without retribution. The mechanism should
not impede access to judicial or administrative remedies. The client will inform the affected
communities about the mechanism in the course of its community engagement process.

G46. The purpose of community engagement is to establish and maintain a constructive
relationship with affected communities over the life of the project. In some industry sectors, this
engagement is considered as an important process that enables the client to obtain and
maintain its “social license to operate.” An effective engagement process allows the
community’s views, interests and concerns to be heard, understood, and taken into account in
project decisions and creation of development benefits. Depending on the nature of the project,
its risks and potential impacts, the size and characteristics of the affected communities, and the
stage of the project cycle, engagement may entail varying degrees of interaction between the
company and affected communities. Engagement should reflect the specific needs of the
individuals and groups within the community, including those who are disadvantaged or
vulnerable (see paragraph 12 and footnote 2 of Performance Standard 1 and the accompanying
guidance). See also the Stakeholder Engagement: A Good Practice Handbook for Companies
Doing Business in Emerging Markets.

G47. If the Assessment process indicates that there may be potential impacts and risks to the
communities within the project’s area of influence, companies should seek early engagement
with these affected communities. Engagement should be based on the timely dissemination of
relevant project information, including the social and environmental impacts and risks of the
project identified in the Assessment and proposed mitigation measures, in languages and
methods preferred by the affected communities. In cases where the Assessment has been
completed prior to IFC involvement in a project, IFC reviews the process of community
engagement carried out by the client. If necessary, IFC and the client will agree on a
supplemental community engagement program.

Disclosure of Information

G48. Information disclosure involves delivering information about the project to the affected
communities and other stakeholders. The information should be in appropriate language(s). It
should be made accessible and understandable to the various segments of the affected
communities, in ways appropriate to the community. For example, information can be made
available in city halls, public libraries, in the local print media, over the radio, or in public
meetings. The timing and the method of disclosure will vary depending on national law
requirements, the type of Assessment involved, and the stage of the project’s development or
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operation. As a minimum, the client should disclose the final Assessment document and the
Action Plan prior to the commencement of construction or other implementation activities. In
some cases, disclosure of information will occur earlier in the Assessment process. For projects
with potential adverse impacts to communities, timely disclosure of information should occur
after the initial screening, and should include information on the purpose, nature and scale of
the project, the duration of proposed project activities, and any risks to and potential impacts on
such communities. Such disclosure may be achieved by disclosing a draft Assessment
document. In addition, it may also be appropriate for the client to disclose a draft Action Plan so
that the measures proposed by the client to mitigate the identified risks and impacts can be
explained. Disclosure of information will be the basis of the client's consultation process (see
paragraphs 21 and 22 of Performance Standard 1 and the accompanying guidance).

G49. Disclosure of information is normally expected as part of the Assessment process, but if
the project is expected to create ongoing impacts and risks to the affected communities, the
client should continue to provide information about the project during the life of the project. The
client’'s reporting requirements to the affected community are addressed in paragraph 26 of
Performance Standard 1 and the accompanying guidance. The client may disclose information
on non-financial issues or opportunities for enhancing social and environmental impacts through
sustainability reports, as described in paragraph G67 below.

G50. In the extractive industries and infrastructure sectors in particular, where a project can
have potentially broader implications for the public at large, disclosure of information is an
important means to manage governance risks. Accordingly, clients should be aware that IFC
has sector-specific initiatives on disclosure of project-related information, as described in
paragraphs 21 through 23 of IFC's Sustainability Policy. Further guidance on the Extractive
Industries Transparency Initiative and how the private sector can support this initiative can be
found in the References section.

Consultation

GbH1. Consultation involves two-way communication between the client and the affected
communities. Effective consultation provides opportunities for the client to learn from the
experience, knowledge, and concerns of the affected communities, as well as to manage
community expectations by clarifying the extent of its responsibilities and resources so that
misunderstandings and unrealistic demands can be avoided. For the consultation process to be
effective, project information needs to be disclosed and explained to the communities, and
sufficient time should be allocated for them to consider the issues. Consultation should be
inclusive of various segments of the affected community, including both women and men, and
accessible to the disadvantaged and vulnerable groups within the community. Based on an
earlier preliminary stakeholder analysis, the client's representatives should meet with the
affected communities and explain the project information, answer questions and listen to
comments and suggestions. In addition to community meetings open to members of the
affected communities, the client should identify community leaders and any formal or informal
existing decision-making mechanisms so that their input can be sought.

G52. Some projects may not require a process of consultation, unless community members

seek to engage with the client on disclosed project information or raise grievances.
Consultation should be undertaken in most situations where the project presents a specific but
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limited number of potential adverse impacts to affected communities. In these cases, the client
should consult with the affected communities during the process of Assessment after the risks
and impacts have been identified and analyzed. In the case of projects with significant adverse
impacts on affected communities, and projects with adverse impacts on Indigenous Peoples,
the process of free, prior, and informed consultation and informed participation is required (see
paragraph G53 below). In addition to the requirements in Performance Standard 1,
requirements on consultation can be found in Performance Standards 4, 5, 6, 7, and 8.

Free, Prior, and Informed Consultation

Gbh3. For projects with significant potential adverse impacts to the affected communities, the
client’s consultation process will include their free, prior and informed consultation and informed
participation. Such consultation should be “free” (free of intimidation or coercion), “prior” (timely
disclosure of information) and “informed” (relevant, understandable and accessible information),
and should continue through the entire life of the project and not only during the early stages of
the project. Consultation with affected communities should be part of the early scoping process
that establishes the terms of reference for the Assessment process, which includes an inventory
of risks and impacts to be assessed. Informed participation entails organized and iterative
consultation on issues concerning potential impacts to the affected communities, so that the
client can incorporate into their decision-making process their views on these issues. Free,
prior, and informed consultation and informed participation are also required for projects with
potential adverse impacts to Indigenous Peoples (see Performance Standard 7). The client
should document specific actions, measures or other instances of decision-making that have
been influenced by or resulted directly from the input of those who participated in the
consultation. Annex D describes the type of information IFC will seek from its client during its
social and environmental review to ascertain that the client’s process of community engagement
involves the free, prior, and informed consultation of the affected communities.

Broad Community Support

G54. As outlined in paragraphs 19 and 20 of the IFC Sustainability Policy, IFC will review the
client’'s community engagement process and, through its own investigation, assure itself that
there was free, prior, and informed consultation and informed participation, leading to broad
community support for the project by the affected communities. IFC will make this investigation
when a project may pose significant adverse impacts to local communities, or in the case of
communities of Indigenous Peoples, adverse impacts on such communities. Broad community
support is a collection of expressions by the affected communities, through individuals and their
recognized representatives, in support of the project. There may be broad community support
even if some individuals or groups object to the project. IFC’s inquiry on the existence of free,
prior and informed consultation and broad community support is an inquiry on the overall
engagement process of the client. This inquiry is not intended to establish any consent or veto
right for the affected communities. IFC's Environmental and Social Review Procedure
describes the type of information IFC will seek to ascertain that the client’s process of free, prior,
and informed consultation led to the broad community support for the project within the affected
communities. After the Board approval of the project, IFC will continue to monitor the client’s
community engagement process as part of its portfolio supervision.
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Broader Stakeholder Engagement

G55. IFC encourages clients with high-risk projects to also identify and engage with other
stakeholders, beyond those who will be affected by the project, such as local government
officials, community leaders and civil society organizations, particularly those who work in or
with the affected communities. While these groups may not be directly affected by the project,
they may have the ability to influence or alter the relationship of the client with affected
communities, and in addition may play a role in identifying risks, potential impacts and
opportunities for the clients to consider and address in the Assessment process.

Ongoing Engagement

G56. Throughout the life of the project, clients should build upon the channels of
communication and engagement with affected communities established during the Assessment
process. In particular, clients should use the appropriate community engagement practices
described in Performance Standard 1 to disclose information and receive feedback on the
effectiveness of the implementation of the mitigation measures in the Action Plan as well as the
affected communities’ ongoing interests and concerns about the project.

Grievance Mechanism

G57. Grievance mechanisms should be appropriate to respond to community concerns
around risks and potential adverse impacts of the project. In the case of large projects with
potentially complex issues, grievance mechanism should be established from the beginning of
the Assessment process and be in place during construction and operations to the end of the
project. The client should establish and maintain an organizational structure with authority and
responsibilities for the community liaison function. To the extent practicable, the function of
investigating the complaint and determining the appropriate response should be separate from
the personnel in charge of project management. In smaller projects with relatively
straightforward issues, the client should consider designating a point of contact, such as a
community liaison officer, to whom project-related views and concerns of the affected
community can be addressed. The responsibility for receiving and responding to grievances
should be handled by experienced and qualified personnel within the client organization. In
addition, suggestion boxes and periodic community meetings and other communication
methods to receive feedback may be helpful. Maintaining consistency in the personnel who
interact with members of the affected communities improves the quality of interaction and can
help build trust over time.

G58. Except in the simplest cases, the client should establish a procedure for receiving,
addressing, and recording/documenting complaints. This procedure should clearly define who
can raise complaints, and ensure that the confidentiality of the persons raising the complaint is
protected. It should also be easily accessible and understandable to the members of the
affected community and should be communicated to the affected community. The client may
wish to seek solutions to complaints in a collaborative manner with the involvement of the
affected communities. If the project is unable to solve a complaint, it may be appropriate to
enable complainants to have recourse to external experts or neutral parties. Clients should be
aware of judicial and administrative mechanisms available in the country for resolution of
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disputes, and should not impede access to these mechanisms. Grievances received and
responses provided should be documented (such as the name of the individual or organization;
the date and nature of the complaint; any follow up actions taken; the final decision on the
complaint; how and when relevant project decision was communicated to the complainant; and
whether management action has been taken to avoid recurrence of community concerns in the
future), and reported back to the affected communities periodically. In addition to the
requirements in Performance Standard 1, specific requirements for grievance mechanisms can
be found in Performance Standards 2, 4, 5, and 7. For additional guidance on grievance
mechanisms, see IFC’s publication Stakeholder Engagement: A Good Practice Handbook for
Companies Doing Business in Emerging Markets.

Monitoring

24. As an element of its Management System, the client will establish procedures to
monitor and measure the effectiveness of the management program. In addition to
recording information to track performance and establishing relevant operational controls,
the client should use dynamic mechanisms, such as inspections and audits, where relevant,
to verify compliance and progress toward the desired outcomes. For projects with
significant impacts that are diverse, irreversible, or unprecedented, the client will retain
qualified and experienced external experts to verify its monitoring information. The extent
of monitoring should be commensurate with the project’s risks and impacts and with the
project’s compliance requirements. Monitoring should be adjusted according to
performance experience and feedback. The client will document monitoring results, and
identify and reflect the necessary corrective and preventive actions in the amended
management program. The client will implement these corrective and preventive actions,
and follow up on these actions to ensure their effectiveness.

G59. Monitoring is the client’s primary means for tracking and evaluating progress towards the
implementation of action items specified in the Action Plan and other aspects of the
management program. Clients should establish a system for measuring and monitoring
consisting of: (i) the key impacts of the project on workers, communities and the natural
environment as identified by the Assessment; (ii) compliance with laws and regulations; and (iii)
monitoring progress with the implementation of the management program. The extent of
monitoring should be commensurate with the potential impacts and risks of the project as
identified by the Assessment, and as specified in the management program. In addition,
depending on the project, it may be appropriate for the client to establish, track and measure
key indicators and other performance measures over time to improve the project’s performance.

G60. Social monitoring programs may be established to enhance the effective follow-up of
social issues identified in the Assessment and to respond to on-going issues from operations
identified through assessment of these issues. As part of the monitoring programs established
in the management program, it would be appropriate for the client to establish key social
development measurements and indicators, quantitative and qualitative measures of success,
or community engagement practices included in the Action Plan in order to improve
performance on social issues identified in the Assessment process.

G61. The factors to be considered in establishing an environmental monitoring program

include engineering estimates, environmental modeling, pollutant source, noise, ambient water,
and air and workplace contaminant measurements. The focus and extent of the monitoring
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should be commensurate with the risk of the pollutant releases as related to the sensitivity of the
surrounding areas, taking into account the affected community’s perception of project risks to
their health and environment. Appropriate processes should also be in place to ensure the
reliability of data, such as calibration of instruments, test equipment, and software and hardware
sampling. Specific environmental monitoring measures comprise the parameters to be
measured, methods to be used, sampling locations, frequency of measurements, detection
limits (where appropriate), and the definition of thresholds that signal the need for corrective
actions.

G62. Monitoring results should be documented, and the necessary corrective and preventive
actions identified. Clients should also ensure that these corrective and preventive actions have
been implemented and that there is a systematic follow-up to ensure their effectiveness. The
client should normally carry out the monitoring using its internal resources, as part of its
management program. For projects with significant adverse impacts that are diverse,
irreversible, unprecedented, the client will retain qualified and experienced external experts to
verify its monitoring information.  Participatory monitoring (i.e. involvement of affected
communities and other stakeholders) should be considered for large, high-risk projects. In
these cases, the client should evaluate the capacity of those participating in the monitoring and
provide periodic training and guidance as appropriate.

G63. The outcome of monitoring may indicate that the mitigation measures in the
management program should be adjusted or upgraded. As part of on-going maintenance of its
Management System, the client should update the management program from time to time, so
that it can adequately address the change in the social or environmental risks arising from any
change in the client’s business or circumstances.

Reporting

Internal Reporting

25. Senior management in the client organization will receive periodic assessments of the
effectiveness of the management program, based on systematic data collection and
analysis. The scope and frequency of such reporting will depend upon the nature and
scope of the activities identified and undertaken in accordance with the client’s
management program and other applicable project requirements.

External Reporting on Action Plans

26. The client will disclose the Action Plan to the affected communities. In addition, the
client will provide periodic reports that describe progress with implementation of the Action
Plan on issues that involve ongoing risk to or impacts on affected communities, and on
issues that the consultation process or grievance mechanism has identified as of concern
to those communities. If the management program results in material changes in, or
additions to, the mitigation measures or actions described in the Action Plan on issues of
concern to the affected communities, the updated mitigation measures or actions will also
be disclosed. These reports will be in a format accessible to the affected communities. The
frequency of these reports will be proportionate to the concerns of affected communities
but not less than annually.
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G64. The results of social and environmental monitoring should be evaluated and
documented. Periodic reporting of progress and monitoring results should be made to the
senior management of the client's organization, as a function of the client's management
system. Reports should furnish the information and data needed to determine compliance with
relevant host country legal requirements and progress on implementing the management
program. The format of these reports can vary according to the nature of the organization, but
should include summary of findings and recommendations. This information should also be
made available broadly within the client’s organization and the relevant workers as appropriate.

G65. As part of IFC’s ongoing review of portfolio projects, IFC requires its clients to submit
Monitoring Reports on social and environmental performance pursuant to the project's
management program, including the Action Plan and any other key social and environmental
criteria. The format and frequency of the Monitoring Reports to IFC will be initially agreed with
the client. Reporting formats can vary according to project circumstances, and can be based on
the existing formats used by the client to prepare internal or external reports. Monitoring reports
will normally be on an annual basis unless IFC and the client agree otherwise. The Monitoring
Reports should contain sufficient data and descriptive information to enable IFC to track the
project’'s progress on implementing the management program and the Action Plan. IFC's
procedural requirements in relation to the Monitoring Reports can be found in the ESRP. The
client will also establish in discussion with IFC appropriate project specific performance
indicators to ascertain ongoing compliance of the project with the applicable Performance
Standards and to improve its performance over time. The suggested performance indicators
can be found in the Environmental and Social Review Procedure. The client should also report
to IFC all amendments (subject to IFC’s consent) and updates to the Action Plan as part of its
Monitoring Report.

G66. The client should provide periodic updates to the affected communities at least annually
on the implementation and progress on the specific items in the Action Plan that involve ongoing
risks to or impacts on affected communities. As appropriate, where amendments and updates
to the Action Plan materially change impacts to affected communities, the client will also
disclose this to communities. In addition, information should be made available to affected
communities in response to community feedback or grievance and as a means to further involve
the affected community in the social and environmental performance of the project.

G67. Clients may wish to consider using sustainability reports to report on the financial,
environmental and social aspects of its operations, including areas of success of its
performance measures and positive project impacts that are being enhanced, as well as any
unsuccessful outcomes and the lessons learned. Reporting initiatives, guidelines, including
sector-specific guidelines, and good practices are rapidly emerging in this area. The most
notable is the Global Reporting Initiative as included in the References section. IFC can work
with clients to develop appropriate sustainability report formats upon request.
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Content of a Social and Environmental Impact Assessment (SEIA) Report

A social and environmental impact assessment (SEIA) report focuses on the significant issues
of a project. The report's scope and level of detail should be commensurate with the project's
potential impacts and risks. The SEIA report typically includes the following items (not
necessarily in the order shown):

A Non-technical executive summary. Concisely discusses significant findings and
recommended actions in lay language.

A Policy, legal, and administrative framework. Discusses the policy, legal, and
administrative framework within which the Assessment is carried out, including
host country regulations, including obligations implementing relevant international
social and environmental treaties, agreements, and conventions, IFC Performance
Standards, as well as any additional priorities and objectives for social or
environmental performance identified by the client. Explains the environmental
requirements of any co-financiers.

A Project description. Concisely describes the proposed project and its geographic,
ecological, social, health and temporal context, including any related facilities that
may be required (e.g., dedicated pipelines, access roads, power plants, water
supply, housing, and raw material and product storage facilities). Encompasses
facilities and activities by third parties that are essential for the successful
operation of the project. Normally includes maps showing the project site and the
project's area of influence.

A Baseline data. Assesses the dimensions of the study area and describes relevant
physical, biological, socioeconomic, health and labor conditions, including any
changes anticipated before the project commences. Also takes into account
current and proposed development activities within the project area but not directly
connected to the project. Data should be relevant to decisions about project
location, design, operation, or mitigation measures. The section indicates the
accuracy, reliability, and sources of the data.

A Social and Environmental impacts. Predicts and assesses the project's likely
positive and negative impacts, in quantitative terms to the extent possible.
Identifies mitigation measures and any residual negative impacts that cannot be
mitigated. Explores opportunities for enhancement. Identifies and estimates the
extent and quality of available data, key data gaps, and uncertainties associated
with predictions, and specifies topics that do not require further attention.
Evaluates impacts and risks from associated facilities and other third party
activities. Examines global, transboundary, and cumulative impacts as
appropriate.

A Analysis of Alternatives. Compares reasonable alternatives to the proposed

project site, technology, design, and operation in terms of their potential
environmental impacts; the feasibility of mitigating these impacts; their capital
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and recurrent costs; their suitability under local conditions; and their institutional,
training, and monitoring requirements. States the basis for selecting the
particular project design proposed and justifies recommended emission levels
and approaches to pollution prevention and abatement.

Management Program. Consists of the set of mitigation and management
measures to be taken during implementation of the project to avoid, reduce,
mitigate, or compensate for adverse social and environmental impacts, in the order
of priority, and their timelines. May include multiple policies, procedures, practices,
and management plans and actions. Describes the desired outcomes as
measurable events to the extent possible, such as performance indicators, targets
or acceptance criteria that can be tracked over defined time periods, and indicates
the resources, including budget, and responsibilities required for implementation.
Where the client identifies measures and actions necessary for the project to
comply with applicable laws and regulations and to meet the Performance
Standards, the management program will include an Action Plan, which is subject
to disclosure to the affected communities and ongoing reporting and updating.

Appendixes:

- List of SEIA report preparers — individuals and organizations.

- References — written materials, both published and unpublished, used in
study preparation.

- Record of interagency and consultation meetings, including consultations
for obtaining the informed views of the affected communities and other
stakeholders. The record specifies any means other than consultations
(e.g., surveys) that were used to obtain the views of affected groups.

- Tables presenting the relevant data referred to or summarized in the main
text.

- Associated reports, audits, and plans (e.g., Resettlement Action Plan or
Indigenous Peoples/ Natural Resource Dependent Community plan,
community health plan).

- Action Plan that (i) describes the actions necessary to implement the
various sets of mitigation measures or corrective actions to be
undertaken, (ii) prioritizes these actions, (iii) includes the time-line for their
implementation, and (iv) describes the schedule for communicating with
affected communities when on-going disclosure or consultation is
expected.
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Content of an Environmental Audit Report

An environmental audit report focuses on: (i) compliance of existing facilities and operations
with relevant laws and regulations, and applicable IFC Performance Standards; and (ii) the
nature and extent of significant adverse environmental impacts, including contamination of sails,
surface and ground water, and structures as a result of historical activities. The environmental
audit report typically includes the following items (not necessarily in the order shown):

A Executive Summary: A concise discussion of all environmental and occupational
health and safety areas of concern, recommended mitigation measures and their
priority, the cost of mitigation, and a schedule for compliance.

A Facilities Description: A concise description of the project facilities, including
both past and current operations. The description should focus on aspects or
components with potential environmental and occupational health and safety
impacts.

A Regulatory Setting: Tabular summary of host country, local and any other
applicable environmental and occupational health and safety laws, regulations,
guidelines, and policies as they may directly pertain to the facilities.

A Audit and Site Investigation Procedure: Brief overview of the approach used to
conduct the audit. A discussion of the records review, site reconnaissance, and
interview activities; a description of the site sampling plan and chemical testing
plan; a description of field investigations, environmental sampling and chemical
analyses and methods.

A Findings and Areas of Concern: Detailed discussion of all environmental and
occupational health and safety areas of concern. The areas of concern should
be discussed in terms of both existing facilities and operations and contamination
or damages due to past activities, including the affected media and its quality and
recommendations for further investigation and remediation. Areas of concern
should be prioritized into one of three categories: immediate action; mid-term
action; and long-term action.

A Corrective Action Plan, Costs and Schedule (CAP): For each area of concern,
provide specifics on the appropriate corrective actions to mitigate the areas of
concern and why they are necessary. Indicate priorities for action. Provide
estimates of the cost of implementing the corrective actions and a schedule for
their implementation. Schedules should be recommended within the context of
any planned capital expenditure for the facility. Each site CAP should be
formatted as a table with columns for area of concern, corrective action,
priorities, schedule, and cost estimates.

A Annexes: These should include references, copies of interview forms, any details
regarding the audit protocol not already included, and data obtained during the
audit but not included directly above.

28



@lFC Guidance Note 1

International Social and Environmental Assessment and Management Systems
Finance
C ti
oo July 31, 2007
Annex C

Useful questions to assess Management Capacity and Process:

Client’s social and environmental management organization and capacity:

A How does the client’s organization identify and allocate the human, technical, and
financial resources, including external experts, necessary to manage social and
environmental performance?

A How has social and environmental management been integrated into the overall
business management process?

A What is the process for balancing and resolving conflicts between social,
environmental and other business objectives and priorities?

A What are the responsibilities and accountability of personnel who manage,
perform, and verify work effecting social and environmental issues, and are these
well defined and documented?

A How has top management established, reinforced and communicated
organizational commitment?

A Is there a process for periodic review of the management program in the event of
changed project circumstances?

Training:
A How does the client’s organization identify social and environmental training needs?
A How are training needs of specific job functions analyzed?
A Is training needed for contractors?
A Is training developed and reviewed and modified as needed?
A How is the training documented and tracked?
Monitoring:

A How is social and environmental performance regularly monitored?

A Have specific quantitative and/or qualitative performance indicators been
established that relate to the clients compliance requirements and management
program, and what are they?

A What control processes are in place to regularly calibrate and sample environmental
measuring and monitoring equipment and systems?

A What social monitoring methods are in place to track social impacts and assess
progress toward mitigation and development outcomes?

A What is the process to periodically evaluate compliance with laws and regulations,
and to meet the applicable Performance Standards?

Reporting:
A What social and environmental information is reported to client's senior
management, IFC, and communities?
A How is this information managed?
A 1s information made available to those who need it when they need it?
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An example of Indicators and Validation Methods for Ascertaining
the Process of Free, Prior and Informed Consultation

The determination (scores) for these considerations will be made against the scaling system
used by the Environment and Social Development Department for project supervision.

Material Consideration Examples of Validation Methods

1. Company Strategy, Policy, or Principles on
Engagement Client’s strategy, policy or principles or other supporting
Strategy, policy, or principles for on-going engagement | documents.

with explicit mention of project-affected persons and/or
communities.

2. Stakeholder Identification and Analysis

As part of the Social and Environmental Assessment Stakeholder analysis document as part of SEIA or SEA.
process, identification of all project-affected

communities, their disaggregation (numbers, locations) | cjient's planning documentation for community

in terms of different levels of vulnerability to adverse engagement, e.g. communications strategy,
project impacts and risks, and an analysis of the effect | ¢onsultation plan, Public Consultation and Disclosure
of adverse project impacts and risks on each group. Plans, and stakeholder engagement plan.

Part of the Social and Environmental Assessment
process, this analysis should also look at communities
and individuals that will benefit from the project.

3. Community Engagement

A process of consultation that is ongoing during the
project planning process (including the process of
Environmental and Social Assessment), such that:

(a) affected communities have been engaged in:

(i) identifying potential impacts and risks; (ii) assessing
the consequences of these impacts and risks for their
lives; and (iii) providing input into the proposed
mitigation measures, the sharing of development
benefits and opportunities and implementation issues;
and that (b) new impacts and risks that have come to
light during the planning and assessment process have
also been consulted upon.

Client’s schedule and record of community
engagement.

Client’s record of discussions with recognized
community representatives, respected key informants,
and legitimate representatives of sub-groups (e.g.,
women, minorities).

4. Information Disclosure o . .
) ) ] o ) Client's materials prepared for disclosure and
Timely disclosure by the client of project information by | -onsultation.

the client to all project-affected communities about the
purpose, nature and scale of the project; the duration of | cjient's record of discussions with recognized
proposed project activities; and expected risks, impacts community representatives; respected key informants;

and development benefits that directly affect them. and legitimate representatives of sub-groups.
Disclosure should be in a form that is understandable

and meaningful.
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Material Consideration

Examples of Validation Methods

5. Consultation

a) Free

Evidence from the communities adversely affected by
the project that the client or its representatives have not
coerced, intimidated or unduly incentivized the affected
population to be supportive of the project.

Client’s record of discussions with recognized
community representatives, respected key informants,
and legitimate representatives of subgroups.

b) Prior

Consultation with affected communities must be
sufficiently early in the project planning process:(i) to
allow time for project information to be interpreted and
comments and recommendations formulated and
discussed; (ii) for the consultation to have a meaningful
influence on the broad project design options (e.g.,
siting, location, routing, sequencing, and scheduling);
(iii) for the consultation to have a meaningful influence
on the choice and design of mitigation measures, the
sharing of development benefits and opportunities, and
project implementation.

Client's record of discussions with recognized
community representatives, respected key informants,
and legitimate representatives of subgroups.

c) Informed

Consultation with affected communities on project
operations and potential adverse impacts and risks,
based on adequate and relevant disclosure of project
information, and using methods of communication that
are inclusive (i.e., accommodating various levels of
vulnerability), culturally appropriate, and adapted to the
communities’ language needs and decision-making,
such that members of these communities fully
understand how the project will affect their lives.

Client’s record of discussions with recognized
community representatives; respected key informants;
and legitimate representatives of sub-groups.

6. Informed Participation

Evidence of the client’s organized and iterative
consultation, leading to the client’s specific decisions to
incorporate the views of the affected communities on
matters that affect them directly, such as the avoidance
or minimization of project impacts, proposed mitigation
measures, the sharing of project benefits and
opportunities, and implementation issues.

Client’'s schedule and record of community
engagement.

The client's documentation of measures taken to avoid
or minimize risks to and adverse impacts on affected
communities in response to community feedback
received during consultation.

Drafts of Action Plan.
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Material Consideration

Examples of Validation Methods

7. Vulnerable Groups — Consultation and Mitigation

Evidence that individuals or groups particularly
vulnerable to adverse project impacts and risks have
been party to effective prior, free and informed
consultation as well as informed participation, and
evidence that the potential impacts and specific or
exacerbated risks to them will be mitigated to the
satisfaction of these parties.

Stakeholder analysis as part of SEIA or SEA or
socio-economic baseline data.

Client’s record of community engagement, including
record of discussions with legitimate representatives of
vulnerable groups.

Client’'s documentation of measures taken to avoid or
minimize risks to and adverse impacts on vulnerable
groups in response to feedback received during
consultation.

Drafts of Action Plan.

8. Grievance Mechanism — Structure, Procedure,
and Application

An effective grievance mechanism procedure that is
fully functioning: (i) throughout the process of
environmental and social assessment; and (i) that is
suitable for the operational phase of the project to
receive and address the affected communities’
concerns about the client’s social and environmental
performance. The mechanism should be culturally
appropriate, readily accessible to all segments of the
affected communities, and available to affected
communities at no cost and without retribution.

Client's organizational structure and responsibilities,
and procedures for managing grievances.

Client’s record of grievances received about the project
and addressed, including expressions in support or
dissent.

Client's record of discussions with recognized
community representatives, respected key informants,
and legitimate representatives of subgroups.

9. Feedback to affected communities

Documentation that the client provided the results of
consultation to the project-affected communities, and
either: (i) demonstrated how the comments and
recommendations made by the project-affected
communities have been accommodated in the project
design, mitigation measures, and/or sharing of
development benefits and opportunities; or (ii) provided
a rationale why these comments and recommendations
have not been accommodated.

Client’s record of community engagement.

Client’'s documentation of measures taken to avoid or
minimize risks to and adverse impacts on affected
communities.

Discussions with recognized community
representatives, respected key informants, and
legitimate representatives of subgroups.

Client’s ongoing reporting on implementation of Action
Plan.

Revised management program or Action Plan.

The client may also use perception surveys to pose questions to affected communities and solicit their responses
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Several of the requirements set out in the Performance Standard are based on principles
expressed in the following international agreements and the related guidelines:

A Espoo Convention — Convention on Environment Impact Assessment in a
Transboundary Context (UNECE, 1991), lays down the general obligation of states
to notify and consult each other on all major projects under consideration that are
likely to have a significant adverse environmental impact across boundaries.
http://www.unece.org/env/eia/eia.htm

A Guidelines on Environmental Impact Assessment in a Transboundary Context in the
Caspian Sea Region (UNEP & Caspian Environment Programme, 2003) — provides
a regional based framework for implementation of EIA in a transboundary context in
the Caspian region. http://www.caspianenvironment.org/report_technical.htm

In addition to the international human rights conventions referenced in GN2, the UN Convention
on the Rights of Persons with Disabilities elaborates in detail the rights of persons with
disabilities and sets out a code of implementation.
http://www.un.org/disabilities/convention/conventionfull.shtml

UN “Optional Protocol to the Convention on the Rights of Persons with Disabilities”
http://www.un.org/disabilities/convention/optprotocol.shtml

Additional international agreements are referred to at the end of other Guidance Notes.

IFC and the World Bank have published a number of resource materials:

A IFC’s Environmental and Social Review Procedure (IFC, 2006), gives direction to
IFC officers in implementing the Sustainability Policy and reviewing compliance and
implementation by private sector projects.
http://ifcinl.ifc.org/ifcext/enviro.nsf/Content/ESRP

A IFC’s Policy on Disclosure of Information (IFC, 2006) defines IFC’s obligations to
disclose information about itself as an institution and its activities
http://ifcinl.ifc.org/ifcext/enviro.nsf/Content/Disclosure

A Good Practice Note: Addressing the Social Dimensions of Private Sector Projects
(IFC, 2003) — A practitioner's guide to undertaking social impact assessment at the project
level for IFC-financed projects.
http://ifcinl.ifc.org/ifcext/enviro.nsf/Content/Publications

A Stakeholder Engagement: A Good Practice Handbook for Companies Doing
Business in Emerging Markets (IFC, 2007) explains new approaches and forms of
engagement with affected local communities, including guidance on grievance
mechanisms.
http://ifchq14.ifc.org/ifcext/enviro.nsf/AttachmentsByTitle/p StakeholderEngagement Full/$F
ILE/IFC _StakeholderEngagement.pdf
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A The World Bank’s Environmental Assessment Sourcebook and Updates (World
Bank, 2001) provides assistance for advisory tasks, through discussions of
fundamental environmental considerations; summaries of relevant Bank policies; and
analyses of other topics that affect project implementation http://www.worldbank.org/

A World Bank’s Operational Policy 7.50 International Waterways (World Bank, 2001)
World Bank’s policy for projects that may involve the use or pollution of international
waterways.
http://Inweb18.worldbank.org/ESSD/sdvext.nsf/52ByDocName/International\Waterways

The following are examples of accepted international standards for formal environmental, health
and safety and social management systems:

A 1SO 14001 - Environmental Management Systems (International Organization of
Standardization, 2004) details the requirements for an environmental management
system, to enable an organization to develop a policy and objectives taking into
account legislative requirements and information about significant environmental
impacts. http://www.iso.org/iso/en/iso9000-14000/index.htm|

A Technical Committee on Environmental Management - Technical Committee 207
(ISO 14001) Committee under which 1SO 14000 series on Environmental
Management standards are being developed. Provides useful information on the
standardization of Environmental Management. http://www.tc207.org/fag.asp

A EMAS - Eco-Management and Audit Scheme (European Commission, 1995) - EU
voluntary instrument which acknowledges organizations that improve their
environmental performance on a continuous basis.
http://europa.eu.int/comm/environment/emas/index_en.htm

A OHSAS 18001 - Occupational Health and Safety Zone - an international
occupational health and safety resource that specifies policies and procedures to
minimize risks to employees and improve OH&S management systems.
http://www.ohsas-18001-occupational-health-and-safety.com/

A SA8000 - Social Accountability International — a standard and verification system that
assures humane workplaces and provides standards and guidance on protecting the
basic human rights of workers.
http://www.sa-intl.org/index.cfm?fuseaction=Page.viewPage&pageld=473

Additional guidance published by the following organizations provides useful information:

A IFC Sustainability Resources (IFC) — examples and benefits of improving
sustainability performance. http://www.ifc.org/sustainability

A GRI Guidelines and Sector Supplements — (Global Reporting Initiative) provides a
framework for reporting and organization’s sustainability performance.
http://www.globalreporting.org/
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A DIHR Human Rights Quick Check (Danish Institute for Human Rights) - a diagnostic
self-assessment tool designed to detect human rights risks in business operations.
https://hrca.humanrightsbusiness.org/

A Guide to Human Rights Impact Assessment and Management is a road-testing
version of the assessment tool to be used alongside the social assessment process.
http://www.ifc.org/ifcext/enviro.nsf/Content/OurStories _SocialResponsibility HumanRigh
ts

A EITI Source book (Extractives Industries Transparency Initiative — 2005) - the initiative
supports improved governance in resource-rich countries through the full publication and
verification of aggregated company payments and government revenues from oil, gas
and mining.
http://www.eitransparency.org/UserFiles/File/keydocuments/sourcebookmarch05.pdf

A Demographic Surveillance Site (DSS) (The INDEPTH Network) — DDS is an
extremely cost-effective and well established program that can transparently and
longitudinally collect and evaluated a wide range of social, health and economic
survey data.
http://www.indepth-network.org/

A A Design Manual for a Barrier Free Environment (United Nations Division for Social
Policy and Development) — This Manual is a design guidebook made for the purpose
of providing architects and designers with the basic information and data necessary
for a barrier- free environment
http://www.un.org/esa/socdev/enable/desighm

A The U.S. Access Board — This website provides additional accessibility guidelines
and standards, technical assistance, and training downloadable publications.
http://www.access-board.gov/
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This Guidance Note 2 corresponds to Performance Standard 2.
Performance Standards 1 and 3-8 as well as the corresponding Guidance Notes for additional
information. Bibliographical information on all reference materials appearing in the text of this

Guidance Note can be found in the References Section at the end.

G1.

Introduction

1. Performance Standard 2 recognizes that the pursuit of economic growth through
employment creation and income generation should be balanced with protection for basic
rights of workers. For any business, the workforce is a valuable asset, and a sound worker-
management relationship is a key ingredient to the sustainability of the enterprise. Failure
to establish and foster a sound worker-management relationship can undermine worker
commitment and retention, and can jeopardize a project. Conversely, through a
constructive worker-management relationship, and by treating the workers fairly and
providing them with safe and healthy working conditions, clients may create tangible
benefits, such as enhancement of the efficiency and productivity of their operations.

2. The requirements set out in this Performance Standard have been in part guided by a
number of international conventions negotiated through the International Labour
Organization (ILO) and the United Nations (UN) !

! These conventions are:

ILO Convention 87 on Freedom of Association and Protection of the Right to Organize
ILO Convention 98 on the Right to Organize and Collective Bargaining

ILO Convention 29 on Forced Labor

ILO Convention 105 on the Abolition of Forced Labor

ILO Convention 138 on Minimum Age (of Employment)

ILO Convention 182 on the Worst Forms of Child Labor

ILO Convention 100 on Equal Remuneration

ILO Convention 111 on Discrimination (Employment and Occupation)

United Nations Convention on the Rights of the Child, Article 32.1

A To establish, maintain and improve the worker-management relationship

A To promote the fair treatment, non-discrimination and equal opportunity of
workers, and compliance with national labor and employment laws

A To protect the workforce by addressing child labor and forced labor

A To promote safe and healthy working conditions, and to protect and promote
the health of workers

The nature of the relationship between management and workers affects costs, quality,
efficiency, productivity, and customer service, in addition to shaping a client’s reputation.
Performance Standard 2 recognizes that a good relationship between management and
workers is an important ingredient in determining the overall success of the client and the

project.

G2.

Performance Standard 2 is in part guided by a number of ILO and UN Conventions. By
applying Performance Standard 2, the client will be able to operate its business in a manner
consistent with the four core labor standards (child labor, forced labor, non-discrimination, and
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freedom of association and collective bargaining). In addition, Performance Standard 2 also
addresses other areas such as working conditions and terms of employment, retrenchment, and
occupational health and safety issues. Some of these requirements refer the client to the
applicable national law. Where national law establishes standards that are less stringent than
those in Performance Standard 2, or are silent, clients are expected to meet the requirements of
Performance Standard 2.

G3. In addition to the ILO Conventions referred to in Performance Standard 2 and throughout
this Guidance Note, ILO has established numerous conventions on labor and working
conditions. These are available through the ILO website. ILO has a considerable presence in
many of its member countries and some of the local offices have programs with expertise to
guide the private sector in good labor practices.

G4. It is the client's responsibility to assess its labor practices in accordance with
Performance Standard 2. A traditional process of environmental and social assessment would
not usually include a review of labor issues other than occupational health and safety
considerations. As a result, the client should provide IFC with an assessment that integrates
labor issues consistent with the requirements of Performance Standard 2 or provide IFC with
other evidence of meeting these requirements. IFC will assist its clients in the application of
Performance Standards 2 during the various stages of a project. As part of IFC due diligence,
IFC reviews the overall performance of the client, including its labor and employment practices,
in order to ascertain whether there are any risks to the project and to IFC from such practices.
IFC’s initial review will be based on the client’s information, such as records of prior labor audits
or self-assessment or information provided in response to a set of questions on labor practices.
In some cases, IFC may gather information about the client’s labor practices when making a site
visit. In countries, sectors or firms where there have been issues with one or more of the
requirements of Performance Standard 2, IFC may require a labor assessment as part of its due
diligence.' Annex A provides a list of labor issues that may be included in a labor assessment.

G5. In the preparation of the labor assessment, clients should engage with workers and with
representatives of workers’ organizations where they exist. Actions identified through the labor
assessment that the client should take to achieve compliance with national law or to meet the
requirements under Performance Standard 2 will become part of the Action Plan, which is
outlined in Performance Standard 1 and its accompanying Guidance Note. This process will
allow the client to design or update its employment policies in ways that enhance the long-term
viability and success of the business while safeguarding the rights of workers. If requested, IFC
will assist clients in identifying opportunities and meeting challenges identified in the
assessment. A management system consistent with the requirements of Performance Standard
1 will help clients implement a systematic approach to labor and working conditions in their
operations (see paragraphs G1 and G3 through G6 of Guidance Note 1).

! There are numerous reliable sources of public information that identify problems and risks at the country as well as the company
and industry sector levels. See the “Reference Materials” section of this document for links to International Labor Organization and
World Bank websites that provide extensive and detailed information.
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Scope of Application

3. The applicability of this Performance Standard is established during the Social and
Environmental Assessment process, while implementation of the actions necessary to meet
the requirements of this Performance Standard is managed through the client’s Social and
Environmental Management System. The assessment and management system
requirements are outlined in Performance Standard 1.

4. Throughout this Performance Standard, the term “workers” is used to refer to
employees of the client, as well as to certain types of non-employee workers described in
paragraph 17. The application of this Performance Standard will vary depending on the type
of workers, as follows:

A Employees: All the requirements of this Performance Standard, except for the
requirements under paragraphs 17 and 18, apply

A Non-Employee Workers: The requirements of paragraph 17 apply

5. Supply chain? issues are addressed in paragraph 18.

2 Supply chain refers to both labor and material inputs for the life-cycle of a good or service.

G6. Clients have differing degrees of influence and control over the working conditions and
treatment of different types of workers associated with the project, and the requirements of
Performance Standard 2 reflect this reality.

G7. Workers: This term includes the employees of the client and certain types of non-
employee workers as defined in paragraph 17 of Performance Standard 2. See also paragraph
G9 below.

G8. Employees: The client has complete control over the working conditions and treatment
of its employees, and therefore all requirements of Performance Standard 2 apply to this group
of workers, with the exception of the requirements under paragraphs 17 and 18 of Performance
Standard 2.

G9. Non-employee workers: Non-employee workers covered by Performance Standard 2
are those performing work directly related to core functions essential to the client’s products or
services for a substantial duration. These workers are directly contracted by the client or
through contractors or other intermediaries. Even though they are outsourced by the client,
these workers tend to perform important functions of the client’'s business for a substantial
period as if they are substitute employees of the client. For these non-employee workers,
specific paragraphs, as stated in paragraph 17 of Performance Standard 2, apply.

Requirements

Working Conditions and Management of Worker Relationship

Human Resources Policy
6. The client will adopt a human resources policy appropriate to its size and workforce
that sets out its approach to managing employees consistent with the requirements of this
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Performance Standard. Under the policy, the client will provide employees with information
regarding their rights under national labor and employment law, including their rights
related to wages and benefits. This policy will be clear and understandable to employees
and will be explained or made accessible to each employee upon taking employment.

G10. The human resources policy is a statement of the client's practices regarding
management of its employees. The scope and complexity of the policy can be tailored to the
size and nature of the client's workforce. At a minimum, the policy will be consistent with the
requirements of Performance Standard 2 and contain information on the employees’ rights
under national labor and employment law. Annex B provides a list of topics typically included in
a policy. The policy should be written in a manner that is easy to understand, and made readily
available to the employees or explained in a language understandable to them. The employee
should be informed if he or she is covered by a collective bargaining agreement.

Working Relationship

7. The client will document and communicate to all employees and workers directly
contracted by the client their working conditions and terms of employment, including their
entitlement to wages and any benefits.

G11. Clients should keep a written record of the working relationship at the time of hire of
each employee and directly contracted non-employee worker, and communicate the working
conditions and terms of employment to them. The record should cover wages and any benefits,
terms and duration of the employment relationship, and working conditions. The working
conditions and terms of employment should be communicated to the workers orally or in writing.
Oral communication may be appropriate for simple tasks or where workers are illiterate. In
other cases, clients should provide documentation of the working conditions and terms of
employment.

G12. In general, documentation should be clear, easily understandable, and accurate, and in
the language of the employee or directly contracted worker. The extent of documentation can
be appropriate to the length and nature of the relationship. For example, a simple public notice
of the job to be done, the number of hours, pay and other key terms and working conditions may
be adequate for seasonal workers (with copies available on request), while for longer term
employment, material terms of the employment relationship should be documented. In some
countries individual contracts are a legal requirement. The documentation provided to
employees need not include all matters maintained by the client in its internal records, although
access to such records should be provided to employees and directly contracted workers in
accordance with applicable law.

Working Conditions and Terms of Employment

8. Where the client is a party to a collective bargaining agreement with a workers’
organization, such agreement will be respected. Where such agreements do not exist, or do
not address working conditions and terms of employment (such as wages and benefits,
hours of work, overtime arrangements and overtime compensation, and leave for illness,
maternity, vacation or holiday) the client will provide reasonable working conditions and
terms of employment that, at a minimum, comply with national law.

G13. Working conditions, as used in Performance Standard 2, refers to conditions in the
workplace and treatment of workers. Conditions in the workplace include the physical
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environment, health and safety precautions and access to sanitary facilities. Treatment of
workers includes disciplinary practices, reasons and process for termination of workers and
respect for the worker's personal dignity (such as avoiding physical punishment or abusive
language).

Gl14. Terms of employment include wages and benefits, hours of work, overtime
arrangements and overtime compensation, and leave for iliness, vacation, maternity or holiday.

G15. Performance Standard 2 identifies two distinct circumstances that define the clients’
obligations with regard to working conditions and terms of employment. One circumstance is
where the client is party to a collective bargaining agreement with a workers’ organization that
was chosen by the workers without employer interference. The other is where such agreements
do not exist, do not cover all workers employed or contracted by the client, or do not address
working conditions.

G16. Where collective bargaining agreements are in force, IFC will defer to the choices made
by the client and the workers’ organization, provided they meet national legal requirements and
those of Performance Standard 2, whichever is higher.

G17. Where collective bargaining agreements do not exist, or do not address working
conditions and terms of employment, clients should provide reasonable working conditions and
terms of employment that, at a minimum, comply with national law. Most countries have
extensive legal frameworks covering many working conditions and terms of employment, such
as minimum wage, maximum hours, payments for overtime work, minimum leave times for
vacation, holiday, illness, injury and maternity and health and safety protections.

Workers’ Organizations

9. In countries where national law recognizes workers’ rights to form and to join workers’
organizations of their choosing without interference and to bargain collectively, the client
will comply with national law. Where national law substantially restricts workers’
organizations, the client will enable alternative means for workers to express their
grievances and protect their rights regarding working conditions and terms of employment.

10. In either case described in paragraph 9, and where national law is silent, the client will
not discourage workers from forming or joining workers’ organizations of their choosing or
from bargaining collectively, and will not discriminate or retaliate against workers who
participate, or seek to participate, in such organizations and bargain collectively. Clients
will engage with such worker representatives. Worker organizations are expected to fairly
represent the workers in the workforce.

G18. A workers’ organization is any organization of workers for the purpose of furthering and
defending the interests of workers with regard to working conditions and terms of employment.?
Workers' organizations are typically called trade unions or labor unions. Professional and
administrative workers’ organizations are often called employee associations. Under
Performance Standard 2, the term excludes organizations that have not been freely chosen by
the workers involved.

2 Based on ILO Convention 87 on Freedom of Association and Protection of the Right to Organize
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G19. Collective bargaining consists of discussions and negotiations between employers and
representatives of workers’ organizations for the purpose of determining working conditions and
terms of employment by joint agreement.®* It also includes the implementation and
administration of any agreements that may result from collective bargaining and the resolution
of other issues that arise in the employment relationship with respect to workers represented by
the workers’ organization.

G20. In the large majority of IFC member countries, workers have the legal right to form
unions or other workers’ organizations of their own choosing and to bargain collectively with
their employers. National laws typically reflect a number of international agreements that
recognize and protect these rights.*

G21. Clients should not interfere with workers’ rights to form or join a workers’ organization,
for example, by favoring one workers’ organization over another or unreasonably restricting
access to workers by representatives of such organizations. Workers’ organizations should be
representative of the work force and act pursuant to the principles of fair representation of
workers. Examples of high risk practices regarding workers organizations by clients or by
unions are provided in Annex C.

G22. Clients should not discourage workers from forming or joining a workers’ organization or
discriminate or retaliate against workers who attempt to form or join workers’ organizations.
Refusing to hire workers who have been members or leaders of workers’ organizations at other
firms (for reasons unrelated to qualifications or job performance) would constitute discrimination.
Other forms of discrimination or retaliation would include demoting or re-assigning workers, as
well as outsourcing or shifting work among facilities in response to union activities.

G23. Clients should also provide reasonable access for representatives of workers’
organizations to the workers they represent. Workers should be free to meet and discuss
workplace issues on the premise during scheduled breaks and before and after work. Further,
workers should be allowed to choose representatives to speak with management, inspect
working conditions in an appropriate manner and in a way that does not disrupt productivity and
carry out other organizing activities. This can build trust and good will with the workforce and
demonstrate the client's commitment to enable and facilitate workers to organize and bargain
collectively.

G24. In a limited number of countries, workers’ freedom of association and/or collective
bargaining is substantially restricted by law. This occurs in two ways. In several countries
unions are prohibited, while in others workers’ organizations may exist but must be approved by
official labor bodies. In any of these circumstances, the client should engage with workers to
address issues relating to their working conditions and terms of employment.  Methods to
enable alternative means include but are not limited to recognizing worker committees and
allowing workers to choose their own representatives for dialogue with the employer in a

% Based on ILO Convention 98 on the Right to Organize and Collective Bargaining

4 International agreements include the UN International Covenant on Economic, Social and Cultural Rights; UN
International Covenant on Civil and Political Rights; ILO Convention 87 on Freedom of Association and Protection of
the Right to Organize; and Convention 98 on the Right to Organize and Collective Bargaining.
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manner that does not contravene national law. If requested by a client, IFC will work with the
client to address these issues in such restrictive legal environments.

G25. In a smaller number of countries, the law is silent on workers’ freedom of association
and/or collective bargaining rights but does not prohibit workers’ organizations or collective
bargaining. In these countries, clients should engage with workers to address issues relating to
their working conditions and terms of employment. In the absence of legal constraints, clients in
these countries are encouraged to recognize workers’ organizations if the workers have chosen
to form or join such organizations and engage in collective bargaining.

Non-Discrimination and Equal Opportunity

11. The client will not make employment decisions on the basis of personal characteristics
unrelated to inherent job requirements. The client will base the employment relationship on
the principle of equal opportunity and fair treatment, and will not discriminate with respect
to aspects of the employment relationship, including recruitment and hiring, compensation
(including wages and benefits), working conditions and terms of employment, access to
training, promotion, termination of employment or retirement, and discipline. In countries
where national law provides for non-discrimination in employment, the client will comply
with national law. When national laws are silent on non-discrimination in employment, the
client will meet this Performance Standard. Special measures of protection or assistance to
remedy past discrimination or selection for a particular job based on the inherent
requirements of the job will not be deemed discrimination.

G26. Discrimination in employment is defined as any distinction, exclusion or preference with
respect to recruitment, hiring, working conditions or terms of employment made on the basis of
personal characteristics unrelated to inherent job requirements that nullifies or impairs equality
of opportunity or treatment in employment or occupation.® Inherent job requirements refer to
bona fide occupational qualifications that are necessary to perform the job in question. For
example, requiring that a worker possess strength sufficient for lifting that is a frequent and
essential part of a job would be considered a bona fide occupational qualification.

G27. Equal opportunity is the principle of basing all employment decisions, such as hiring and
promotion, on the ability of a person to perform the job in question, without regard to personal
characteristics that are unrelated to the inherent job requirements. For further guidance on non-
discrimination and equal opportunity see Annex D, and IFC's Good Practice Note on Non-
Discrimination and Equal Opportunity. A client can apply the principles of equal opportunity and
non-discrimination using methods that are effective and acceptable within the country’s legal
framework and cultural context as long as the methods used do not compromise the principles.

® Based on ILO Conventions 100 and 111. ILO Convention 111 and a number of other international instruments have
enumerated types of personal characteristics that are unrelated to the requirements of the job. ILO Convention 111
defines as discrimination any distinction, exclusion or preference made on the basis of race, color, sex, religion,
political opinion, national extraction or social origin, which has the effect of nullifying or impairing equality of
opportunity or treatment in employment or occupation. The UN Universal Declaration of Human Rights covers all of
the personal characteristics listed in the ILO Convention and also includes language, political or other opinion,
property, birth or other status; the UN Convention on the Elimination of All Forms of Racial Discrimination also
prohibits discrimination based on descent or ethnic origin; the UN Convention on the Rights of the Child also prohibits
discrimination based on disability.
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G28. Laws in most IFC member countries forbid discrimination based on a range of factors.
These laws typically reflect a number of international agreements that recognize and protect the
rights established in those agreements.® When the law is silent, clients are expected to base
recruitment, hiring, working conditions and terms of employment on equal opportunity and non-
discrimination in accordance with these principles. In circumstances where national law
contravenes these principles, if requested by a client, IFC will work with the client to address the
issue in such restrictive legal environments.

G29. Clients should also address protection of disabled people’s human rights under all of its
labor policies and procedures. Labor policies and procedures should be available for disabled
employees to view, which may mean providing them in alternative formats such as large print,
Braille, audio tape, etc.’

G30. Special measures of protection or assistance to remedy past discrimination refer to
policies designed to increase employment of underrepresented groups in the workforce or in
particular occupations in order to remedy past discrimination, such as affirmative action, with a
view to achieving effective equality of opportunity and treatment in the workplace. These will
not be deemed discriminaton and may be used where permitted by law.

Retrenchment

12. The client will develop a plan to mitigate the adverse impacts of retrenchment on
employees, if it anticipates the elimination of a significant number of jobs or a layoff of a
significant number of employees. The plan will be based on the principle of non-
discrimination and will reflect the client’s consultation with employees, their organizations
and, where appropriate, the government.

G31. Retrenchment means the elimination of a significant number of employee positions or
the dismissal or layoff of a significant number of employees by an employer, generally by
reason of plant closing or for cost savings. Retrenchment does not cover isolated cases of
termination of employment for cause or voluntary departure.

G32. In many countries, national law requires advance notice to affected workers,
communities and/or governments of plant closings or layoffs above specified numerical
thresholds. Some national laws require that retrenchments must be negotiated with workers’
organizations through collective bargaining. Severance payments to affected workers may be
required by national law or existing collective bargaining agreements.®

® Many laws are based on international conventions that have been widely ratified, including ILO Convention 100 on
Equal Remuneration; Convention 111 on Employment and Occupation Discrimination; UN Convention on the
Elimination of All Forms of Racial Discrimination (CERD); UN Convention on the Elimination of All Forms of
Discrimination against Women (CEDAW).

7 Additional references can be found in the ILO C159 Vocational Rehabilitation and Employment (Disabled Persons)
Convention and the UN Convention on Disability.

8 Useful guidance on retrenchment is included in the Guidelines for Multinational Enterprises of the Organization for
Economic Co-operation and Development (OECD) available at:

http://www.oecd.org/topic/0,2686.en 2649 34889 1 1 1 1 37439,00.html and the Tripartite Declaration of
Principles concerning Multinational Enterprises and Social Policy of the ILO, available at:
http://www.ilo.org/public/english/employment/multi/index.htm.
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G33. When significant layoffs cannot be avoided, a plan should be developed to address the
adverse impacts on workers and their community. The retrenchment plan should address issues
such as the schedule of cutbacks, retrenchment methods and procedures, selection criteria,
severance payments, offers of alternative employment or assistance in retraining efforts and job
placement.

G34. Selection criteria for those to be laid off should be objective, fair and transparent. The
retrenchment should not be based on personal characteristics unrelated to inherent job
requirements.

G35. Clients should also consult with employees and their organizations in developing the
retrenchment plan. Consultations are essential for the development of plans that reflect
workers’ concerns as well as their ideas about ways to avoid or minimize layoffs, criteria for
selection and compensation payments. Where national law or an existing collective bargaining
agreement stipulates that retrenchment is a subject for collective bargaining, the client should
allow time for good faith bargaining as well as to implement the terms of applicable collective
bargaining agreements. Any legal requirements specifying a period of advance notice must be
followed. It is good practice to establish a grievance mechanism to deal with claims that any
provisions in the retrenchment plan were not followed.

G36. Consultation with governments may be required by law, and, in addition, clients are
encouraged to consult governments where the scale of layoffs can have a significant effect on
communities, and where government assistance may be available to help address the impacts.

For further guidance on good practices in retrenchment, see IFC's Good Practice Note on
Retrenchment.

Grievance Mechanism

13. The client will provide a grievance mechanism for workers (and their organizations,
where they exist) to raise reasonable workplace concerns. The client will inform the workers
of the grievance mechanism at the time of hire, and make it easily accessible to them. The
mechanism should involve an appropriate level of management and address concerns
promptly, using an understandable and transparent process that provides feedback to those
concerned, without any retribution. The mechanism should not impede access to other
judicial or administrative remedies that might be available under law or through existing
arbitration procedures, or substitute for grievance mechanisms provided through collective
agreements.

G37. In providing a grievance mechanism through which workers may raise workplace
concerns, the client should ensure that matters are brought to management’s attention and
addressed expeditiously. It should also provide feedback to those involved and should bar
retribution for filing complaints. Grievance mechanisms may be designed to direct complaints
through an appropriate process in order to protect the confidentiality of the worker, and should
ensure that workers can raise concerns other than to immediate supervisors. Where countries
have judicial or administrative processes to address labor complaints (most countries have such
processes), the client's mechanism should not delay or hinder access to other judicial or
administrative remedies that are available under law.
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G38. Where a grievance mechanism is provided through a collective bargaining agreement,
and meets the requirements of Performance Standard 2, the client should utilize it for those
workers covered by the agreement. If there are other workers who are not covered by an
agreement, the client should establish a separate mechanism for them.

Protecting the Work Force

Child Labor

14. The client will not employ children in a 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 national
laws have provisions for the employment of minors, the client will follow those laws
applicable to the client. Children below the age of 18 years will not be employed in
dangerous work.

G39. For purposes of Performance Standard 2, child labor consists of work by children that is
economically exploitative or 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.®
Obligations on child labor are extended to the client's supply chain as has been outlined in
paragraph 18 of Performance Standard 2.

G40. Almost all IFC member countries impose legal restrictions on the use of child labor,
although terms vary.*

G41. |If IFC is approached by a potential client employing, using or knowingly benefiting from
child labor, or if child labor is discovered in the course of IFC due diligence, IFC will not proceed
to process the project, unless the client is able to demonstrate that it will eliminate child labor
prior to IFC’s financing, consistent with the paragraph below.

G42. The presence of child labor may not be immediately evident at the time of due diligence
or financing. Handling the discovery of children working in a business presents significant
challenges for a client to manage. Removing children from their jobs will likely worsen their
financial condition. IFC does not intend for its clients to cause further harm to children in need.
Rather, clients should immediately remove children from tasks that are dangerous, harmful or
inappropriate given their age. Children who are under the national school-leaving age may only
be allowed to work outside of school hours. Those children who are over the school-leaving
age but are performing hazardous tasks must be moved to non-harmful tasks. Clients should
review workplace conditions (i.e., occupational health and safety conditions including exposure

9 Based on the United Nations Convention on the Rights of the Child, Article 32.1.

1% The definition of what constitutes unacceptable employment of children under Performance Standard 2 is based on
the 1990 UN Convention on the Rights of the Child, which has been ratified by almost all IFC member countries.
Additional guidance is provided by ILO Conventions 138 and 182. ILO Convention 138 requires ratifying member
states to set a minimum age that is not less than the completion age for compulsory schooling, or not less than 15
years (14 for less developed countries). Light work that is not likely to be harmful to the health or development of the
child and does not interfere with schooling may be permitted for children aged 12 to 14 in less developed countries.
ILO Convention 182 defines and prohibits the “worst forms” of child labor including: (i) all forms of slavery, debt
bondage, and forced or compulsory labor; (ii) prostitution or the production of pornography; (iii) illicit activities,
production and trafficking in drugs; (iv) work which by its nature of the circumstances in which it is carried out is likely
to harm the health, safety or morals of children. With respect to the client’s project, this is a continuation of the 1998
IFC Policy on Harmful Child Labor.

45



2

“:c Guidance Note 2

A

International Labor and Working Conditions
Finance _
Corporation July 31, 2007

World Bank Group

to machinery, toxic substances, dust, noise and ventilation, work hours and nature of the tasks)
to be certain that legally employed children are not exposed to conditions likely to be harmful to
them. To do this effectively, clients need to examine the specific types of tasks that are
hazardous to children, and whether employment interferes with access to education.

G43. Clients should set a corporate minimum work age that at a minimum complies with
national law and Performance Standard 2 and develop a corporate policy against employing,
using or benefiting from child labor. In countries or sectors where there is a risk of child labor,
clients should review and retain copies of verifiable documentation, in addition to those required
through paragraph 7 of Performance Standard 2, concerning the age and employment profile of
all people under 18 working in the business, paying particular attention to those under school
leaving age. As a matter of good practice, clients should maintain on-site legal documentation
of all workers below the age of 18.

G44. Human trafficking, the forced movement of people across international borders, of
children for labor exploitation has been identified as an international problem. Clients should
inquire about and address these issues with contractors who supply labor and products so that
they do not benefit from these coercive practices. More information can be found in the ILO’s
International Programme for the Elimination of Child Labor (IPEC) and the International
Organization for Migration (IOM) (see the References Section).

G45. For further guidance, see IFC's Good Practice Note, Addressing Child Labor in the
Workplace and Supply Chain.

Forced Labor

15. The client 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.
This covers any kind of involuntary or compulsory labor, such as indentured labor, bonded
labor or similar labor-contracting arrangements.

G46. Forced labor consists of any work or service not voluntarily performed that is exacted or
coerced from a person under threat of force or penalty.’* Forced labor includes any kind of
involuntary or compulsory labor, such as indentured labor, bonded labor or similar labor
arrangements. A common form of indentured labor is the practice that forced labor is extracted
by granting compensation in other forms than money, such as food or housing, as a result of
which the worker’s exit from the work is effectively prevented. Bonded labor is the practice that
extract forced labor by creating debt or other obligations (such as deductions from pay as a
disciplinary measure) not based on a valid and mutually beneficial economic purpose that must
be worked off on terms that effectively prevent the worker’s exit from the work. Examples of
similar labor contract arrangements are requirements of monetary deposits, limitations on
freedom of movement, excessive notice periods or substantial or inappropriate fines or loss of
previously earned wages that serve to prevent workers from voluntarily ending employment
within their legal rights, or contractual clauses that limit or prohibit resignation within a certain
timeframe. Migrant workers are most vulnerable to these types of arrangements. Obligations
on forced labor are extended to the client’s supply chain as has been outlined in paragraph 18
of Performance Standard 2.

1 Based on ILO Convention 29 on Forced Labor.
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G47. The vast majority of IFC member countries’ laws prohibit most forced labor practices.
ILO Convention 29 on Forced and Compulsory Labor, which provides the basis for the definition
above, has been ratified by a large majority of IFC member countries.*?

G48. The employment relationship should be freely chosen and free from threats. Forced
extraction of labor violates the fundamental rights of the worker, and retards economic
development by keeping capital in sectors that would not survive without such practices. IFC
will not finance projects that employ, use or knowingly benefit from forced labor as defined
above.™ If IFC is approached by a potential client employing, using or knowingly benefiting
from forced labor, or if forced labor is discovered in the course of IFC due diligence, IFC will not
proceed to process the project unless the client is able to demonstrate that it will eliminate
forced labor prior to IFC’s financing, consistent with the paragraph below.

G49. Forced labor practices may not be immediately apparent. If forced labor is discovered in
the client’'s workforce or supply chain, immediate steps should be taken to address the practice
that has coerced the worker and instead offer terms of employment that can be freely chosen
and do not recreate conditions of coercion.

G50. Clients need to avoid any type of physical coercion of workers, such as restrictions on
movement or physical punishment that have the effect of forced labor. Examples of such
practices include locking workers in their workplace or worker housing. Clients may not retain
worker’s identity documents and passports in a manner that by intent or effect restricts their
movement.

G51. Obligations from indentured labor, bonded labor or similar labor contract agreements are
sometimes passed from one generation to the next. Clients should avoid practices that have
the effect of creating improper or effectively unpayable debt obligations, such as inappropriate
charges for housing and meals as part of the employment relationship. Clients should also
exercise diligence with regard to key contractors and subcontractors so that they do not
knowingly benefit from practices that lead to bonded or indentured status of workers.

G52. Trafficked persons and migrant workers who lack legal status in a country may be
particularly vulnerable to being caught in a forced labor situation, for example through debt
bondage to “jobs brokers” who charge exorbitant fees to place workers in foreign factories or
farms. Human trafficking, the forced movement of people across international borders, for labor
exploitation has been identified as an international problem. Clients should inquire about and
address these issues with contractors who supply labor so that they do not benefit from these
coercive practices. Exercising diligence should also be exercised when the client’s project is
situated in an export processing zone since export processing zones are often exempt from
national labor laws or have weak enforcement of such laws. Migrant workers are one of the
groups that have been identified as more vulnerable to human trafficking and forced labor.
Several institutions are addressing the problem including the ILO and the International
Organization for Migration (IOM).

12 additional guidance is provided by ILO Convention 105 on the Abolition of Forced Labor.
13 Also see http://www.ifc.org/ifcext/enviro.nsf/Content/IFCExclusionList
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G53. Prison labor should normally be considered forced labor. In some circumstances, prison
inmates volunteer for work assignments in sectors such agricultural production and light
manufacturing. If such labor comprised an important and irreplaceable part of the client's
supply chain, the client should provide a detailed review on the status of the proposed prison
labor.

Occupational Health and Safety

16. The client will provide the workers with a safe and healthy work environment, taking
into account inherent risks in its particular sector and specific classes of hazards in the
client’s work areas, including physical, chemical, biological, and radiological hazards. The
client will take steps to prevent accidents, injury, and disease arising from, associated with,
or occurring in the course of work by minimizing, so far as reasonably practicable, the
causes of hazards. In a manner consistent with good international industry practice,3 the
client will address areas, including: the identification of potential hazards to workers,
particularly those that may be life-threatening; provision of preventive and protective
measures, including modification, substitution, or elimination of hazardous conditions or
substances; training of workers; documentation and reporting of occupational accidents,
diseases, and incidents; and emergency prevention, preparedness and response
arrangements.

® Defined as the exercise of professional skill, diligence, prudence and foresight that would reasonably be
expected from skilled and experienced professionals engaged in the same type of undertaking under the same
or similar circumstances globally.

G54. Occupational health and safety refers to the range of endeavors aimed at protecting
workers from injury or illness associated with exposure to hazards encountered in the workplace
or while working. Hazards may arise from materials (including chemical, physical and biological
substances and agents), environmental or working conditions (such as oxygen deficient
environments, excessive temperatures, improper ventilation, poor lighting, faulty electrical
systems or unshored trenches), or work processes (including tools, machinery and equipment).
Occupational health and safety practices include the identification of potential hazards and
responses including design, testing, choice, substitution, installation, arrangement, organization,
use and maintenance of workplaces, working environment and work processes to eliminate or
minimize any risks to workers.

Gbh5. Most countries have laws regulating occupational health and safety (OHS) and
workplace conditions** and the client is expected to comply with such laws. Additional guidance
on the management of occupational health and safety issues according to Good International
Industry Practice (GIIP) is provided in the World Bank Group’s General EHS Guidelines and
Industry Sector Guidelines.

G56. Sources of hazard to workers’ health and safety should be eliminated rather than
allowing the hazards to continue and providing personal protective equipment. However when

1% parties to the ILO have also negotiated numerous conventions that address these matters, both at the general level
and with regard to specific industries. Examples include ILO Convention 155 on Occupational Safety and Health and
Protocol 155 of 2002 to Convention 155; Convention 162 on Asbestos; Convention 174 on Prevention of Major
Industrial Accidents.
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the hazard is inherent to the project activity or it is otherwise not feasible to completely eliminate
the hazard, the client should take appropriate protective measures and provide adequate
personal protective equipment at no cost to the worker. Protective measures and equipment
may, for example, be necessary to prevent occupational exposure to hazardous materials such
as asbestos, which has been classified as a Group 1 carcinogen by many national and
international organizations.

G57. Training should be provided to all workers on relevant aspects of occupational health
and safety associated with their work, including emergency arrangements. Workers should not
face any disciplinary measures or negative consequences for reporting or raising concerns
about occupational health and safety conditions.

G58. The client should document and report occupational injuries and illnesses, including
injuries to the public. Worker monitoring data (such as exposure levels and health testing)
should be retained.

G59. Clients will extend a safe and healthy work environment to contracted workers and to
any other workers who provide project-related services on the client's premises or work sites.
Contract specifications for contractors providing workers on the client's premises or work sites
should include provisions that they meet the OHS requirements of the client, both to satisfy the
requirements of Performance Standard 2 and to minimize risk and liability to the client. As a
way to lessen risk and liability, and to improve performance, IFC encourages clients to require
comparable practices of key off-site contractors, subcontractors and suppliers.

G60. The client's Action Plan should deal with hazards identified through assessment that
have not already been addressed by the client. The overall social and environmental
management system required by Performance Standard 1 should be designed with adequate
capacity for oversight of occupational health and safety matters. The management system
should include regular monitoring and review of safety matters, ambient working environments
and other OHS indicators. It is good practice to apply information compiled and any corrective
measures in a continuous process to improve OHS conditions and management. .

G61. Emergency preparedness and response plans should be tailored to the risks faced by
the organization and should include an integrated approach to address emergency needs and
protect the health and safety of workers, the public and the environment - inside and outside the
physical project boundary. Facilities that face fire risk should have evacuation plans that are
well understood and have been rehearsed by all workers. Emergency plans should encompass
all persons normally working on or visiting the client's site, including workers (regular or
contracted), approved visitors, and customers. The arrangements should be prepared in
cooperation with external emergency services and agencies, such as local fire departments and
emergency response teams, and include adequate communication with workers and outside
authorities as needed. Further guidance on this subject, including some of the basic elements
of emergency preparedness and response plans, is provided in the Guidance Notes to
Performance Standard 3 on Pollution Prevention and Abatement and Performance Standard 4
on Community Health and Safety.
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G62.

other intermediaries.

Non-Employee Workers

17. For purpose of this Performance Standard, “non-employee workers” refers to workers
who are: (i) directly contracted by the client, or contracted through contractors or other
intermediaries; and (ii) performing work directly related to core functions essential to the
client’'s products or services for a substantial duration. When the client contracts non-
employee workers directly, the client will use commercially reasonable efforts to apply the
requirements of this Performance Standard, except for paragraphs 6, 12, and 18. With
respect to contractors or other intermediaries procuring non-employee workers, the client
will use commercially reasonable efforts to: (i) ascertain that these contractors or
intermediaries are reputable and legitimate enterprises; and (ii) require that these
contractors or intermediaries apply the requirements of this Performance Standard, except

for paragraphs 6, 12, and 13.

Non-employee workers are directly contracted by the client or through contractors or
Even though they are outsourced by the client, these workers tend to
perform important functions of the client’s business for a substantial period as if they are

substitute employees of the client.

G63.

Determination of which group of non-employee workers falls into the scope of
The

Performance Standard 2 will require an analysis of the client’'s business and judgment.

following table of examples illustrates work that would constitute a core function as defined in

Performance Standard 2, followed by work that would not constitute a core function:

Core-functions (covered by Non-core functions (not covered by
Performance Standard 2) Performance Standard 2)

A Workers performing functions under a | A Day laborers hired for a short duration
turn-key or an engineering, for limited construction activities.
procurement and construction (EPC)
contract

A (in case of a client that provides retail | A (in case of a client that provides retail
banking  services)  non-employee banking services) individuals
workers providing ongoing security contracted on a one-time basis to
services install surveillance equipment

A (in the case of a client engaged in | A (in the case of a client engaged in
manufacturing) non-employee workers manufacturing) individuals who
who regularly transport finished goods provide food services for the client’s
to distributors workers, unless the client operates

the food service function directly.

A (in the case of a client engaged in |A (in the case of a client engaged in
agricultural production) workers who agricultural  production) individuals
repeatedly perform seasonal tasks that contracted to clear new land for
are essential to harvesting the product cultivation on a one-time basis

Provision of professional services (e.g., accounting, legal service) by outside firms will not be covered by Performance
Standard 2.

G64.

countries and types of contract labor.

Most national laws address contract labor, though the terms vary widely among
The client should comply with legal requirements
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