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Introduction

This handbook is prepared in accordance with the contract for HCE2 package (Program of improvement methods of social & environmental responsibilities) funded by the French Development Agency (AFD) as part of the Technical Assistant Project for enhancement capacity of HFIC. The overall objective of the HCE2 program is to improve the practices and procedures of environmental and social (E&S) responsibilities in HCMC. This handbook shall contribute to the fulfilment of the following concrete objectives of the HCE2 Program: “The compilation of manuals/guidebooks for the concerned professionals, HFIC’s clients, so as to increase the quality of projects”.

This handbook for HFIC is focused on identification and assessment of environmental and social impacts for all projects potentially financed by HFIC in the context of Vietnamese (national and regional) legislation. It also takes into consideration other relevant internationally recognised standards and practices, namely the environmental and social policies and guidelines issued by International Finance Corporation (member of the World Bank Group). 

The HCE2 Program activities together with this handbook aim at improving the efficiency of HFIC in the lending business for the development and investment of urban infrastructures while reducing their potential social and environmental risks.

Terminology and abbreviations:
	Applicant
	Investor or proponent of a project who submits or intend to submit the application for loan from HFIC

	AFD
	French Development Agency

	EIA
	Environmental Impact Assessment

	EI
	Equivalent inhabitant (in the sense of water pollution)

	E&S impacts
	Environmental and Social impacts

	HFIC
	Ho Chi Minh City Finance and Investment State-Owned Company

	HCE2
	Abbreviation of the name Program of improving actual methods on responsibility of social and environmental protection

	WWTP
	Waste water treatment plant

	WW
	Waste waters

	Environmental impact of project
	Any change to the environment, whether adverse or beneficial, caused by the project

	Social impact of project
	Refers to how the project and its implementation affect the surrounding community life


Purpose and Applicability
The purpose of this guidance is to identify and support assessment of potential E&S impacts (both adverse and beneficial) and issues associated with a proposed investment project in HCMC financed by HFIC.

How to use this handbook

The HFIC’s task is to assess the social and environmental impacts of a project. In case some critical information is missing or needs a further justification, it is a responsibility of the applicant to provide the required explanations before proceeding with project assessment and lending procedure.

HFIC shall accept or refuse an application for loan, or ask for additional explanations, documents or changes in the application dossier.
The applicant is also obliged to fulfil all legal requirements and prove to HFIC that he did so. For example: if the EIA is necessary, the applicant must submit EIA statement/appraisal of the relevant authorities. In case that the obligation is not obvious, the applicant must submit written opinion of the relevant authority. For example: opinion that the project is not covered by EIA.

The handbook contains description of legal requirements (chapter 1), environmental impacts (chapter 2) and social impacts (chapter 3). The check and evaluation of legal compliance, environmental and social impacts is to be carried out by the HFIC staff by completing checklists and evaluation grids explained in the chapter 4 and listed in individual annexes of the handbook.

Process of carrying out an assessment of environment and social safety for proponents who apply for a loan from the HFIC is as follows. The process is also represented by flow chart in Annex 10.
Step 1: Instructions for applicants

Staff of Planning and Investment Promotion department assists owners/candidates for loans in completing the application procedure to meet the legal requirements (Annex 5) and other assessment frameworks of social impacts (Annex 6) and environmental impacts (Annex 7). HFIC will review the instructions periodically and provide answers to frequently asked questions.

Step 2: Preliminary assessment

The preliminary assessment of loan applications will be carried out by experts of the department of Planning and Investment Promotion on the basis of legal requirements checklist (Annex 5) to review loan application of candidate whether it is legally sufficient or not. Accordingly:

1) In terms of legal requirements on social impact assessment: at the time of submission for HFIC’s consideration, if the applicant has been granted with certificates of land use rights, land allocation decision, real estate sales contract in compliance with the law of Vietnam, records of land compensation, resettlement plan approved by relevant HCMC authority, proof of origin and ownership of land, the project meets the basic social safety assessment impacts criteria. The social impacts assessment could be seen as satisfactory and then there is no need to carry out another assessment of social impacts in accordance with the provisions of this handbook. The application will be approved for further appraisal process.

2) In terms of environmental impact assessment: at the time of submission for HFIC‘s considerations for credit, the application dossier includes approved EIA with positive conclusions and without additional conditions (or with environmental commitment with no additional conditions by competent authorities under the law of Vietnam), then there is no need to carry out assessment of environmental impacts under the provisions of this handbook, and as such the application could be approved for further appraisal process.

If the candidates do not meet the legal requirements (see Annex 5) as mentioned above, the specialists of the department of Planning and Investment Promotion will help them to complete necessary legal documents. The specialists of Department of Planning and Investment Promotion could pass the application to the Appraisal department for further evaluation according to the framework of the social impacts (see Annex 6) and environmental impact (see Annex 7) during project evaluation process.

Step 3: Evaluate the social and environmental impact records
The application assessment should be done by the Appraisal department experts and will be approved or disapproved by the HFIC Appraisal committee. Appraisal experts carry out assessment of the submitted information according to the annexes 6 and 7 (following the grading system) and the results of this assessment are annexed to the appraisal report. The assessment will be approved by the committee together with the general project appraisal.

Legal requirements checklist (in Annex 5) lists all common legal requirements and tools for verifications of the requirements fulfilment. Evaluation of the checklist is as follows:

	Findings
	Result

	All legal requirements are fulfilled and evidences were submitted (all legal decisions/approvals with positive conclusions and no additional conditions)
	The project shall be accepted

	Evaluator has some doubts about legal requirements fulfilment (e.g. some evidence is missing)
	Applicant will be requested to submit additional evidence of legal requirements fulfilment

	Legal requirements are partially not fulfilled or the project does not need certificates or decisions according to the law of Vietnam
	The evaluation of social and environmental impacts is carried out based on this handbook


Social impacts evaluation grid (in Annex 6) and Environmental impacts evaluation grid (in Annex 7) are to be evaluated according the average examination as follows:

	Average examination 
	Result

	≥ 3 and no 1
	The project can be accepted

	< 3, and 1 in some categories
	Applicant must change the project, e.g. add some benefits, to improve the average examination to ≥ 3

	more 1 occurs in the evaluation (regardless the average examination)
	The project is refused and the application is returned back to the applicant


Note: If some extreme rating occurs, it must be explained by the evaluator and justified.

The environmental impacts of the projects with significant environmental impacts that have been specified in the Decree 29/2011/NĐ-CP are not evaluated by the HFIC’s staff separately as the review without decisive authority will not be effective.
1. Legal requirements

Fulfilling legal requirements is obligatory for all project-applicants for loans from HFIC. These obligations must be assessed during administrative evaluations. Legal requirement checklist is attached in the Annex 5. Only after fulfilling all legal duties, the project can be assessed for other technical criteria.

1.1 EIA

Environmental Impact Assessment (EIA) implies analysing and forecasting environmental impacts of specific investment projects in order to recommend measures of protection when the implementation of projects takes place
. 

EIA is also a planning tool for environmental management that allows to: 
a) Systematically identify the potential environmental and social impacts of a project;
b) Identify measures to mitigate (prevent or decrease) negative impacts of a project; and
c) Identify required follow-up environmental monitoring over the effectiveness of mitigation measures and the project’s outcomes.

The list of projects that require EIA is set by the Decree 29/2011/NĐ-CP dated 10/04/2011 about the Governmental regulations on environmental assessment strategies, environmental impact assessment, and environmental protection commitments. Article 18 and Appendix III of the Decree 29/2011/NĐ-CP identifies the list of projects that require EIA submitted to MONRE for appraisal and approval. From this list of 11 project groups in the Appendix III of the Decree, namely the following groups are related to the infrastructure projects possibly financed by HFIC:
· Projects for construction of infrastructure of urban area with area of 200 ha upward and
· projects for construction of hospitals with size from 550 beds or more listed in the par. 7, and
· Projects for construction of facility for recycling, treating and burying hazardous wastes, large solid waste treatment projects and large waste water treatment projects listed in the par. 8.

The projects, which are not listed in the Appendix III of the Decree 29/2011ND-CP, but are listed in the Appendix II of this Decree and not subject to security and defence secret, need EIA report. This report is submitted to DONRE or other relevant authority (Article 18 par. 2/b of the Decree) authorized for decisions and approval of the EIA reports. The list of these projects covered by EIA on regional level is listed in Annex 1 of this handbook.

Examples of projects eligible for HFIC loan which are subject to EIA procedure according to Appendix II of the Decree 29/2011/NĐ-CP:

· Construction of infrastructure of urban areas and residential areas of 5 ha or more;
· Construction of hospitals;
· Construction of dormitories, apartment buildings serving from 500 persons or 100 apartments or more;
· Construction of centralized recycling, treatment, landfill or disposal of all kind of waste;
· Construction of centralized wastewater treatment with capacity of 500 cubic meters per day or more for domestic wastewater.

Smaller projects which are not listed in Appendix II or Appendix III are required to make and register the environmental protection commitment as specified in Article 29 of the Decree. The content of the environmental protection commitment is listed in Annex 4
 of this handbook.

Therefore any applicant for an HFIC loan has to find out whether the proposed project is covered by EIA report or by environmental protection commitment. If the project requires the EIA report, the EIA process must be finished before the loan procedure.

In brief, the EIA process includes preparation and submission of the EIA report, consultation, appraisal, and approval. For detailed information on EIA process, content of the EIA report see Annex 3 and 4
 of this handbook.

If HFIC staff is not sure whether the project needs EIA report or environmental protection commitment, HFIC shall ask the applicant to submit the statement from relevant authority concerning EIA.

1.2 Land use planning

Land use planning decision/approval must be issued before loan procedure.

Land use planning decision is usually required if new construction has to be located. Land use planning decision is necessary for the following HFIC projects:

· Construction of new building for residential or other purposes (hospital);
· Construction of new technological facility (WWTP, incinerator).
If HFIC staff is not sure, HFIC shall ask the applicant for submission of statement of relevant authority concerning Land use planning on whether the land permission is required and if it is necessary requesting applicant to submit the land use planning decision.

1.3 Construction permit

Construction permit must be issued during the loan procedure.

Construction permit is required for new construction as well as for reconstructions of buildings and technological facilities, including roads, covered surfaces and fences.

If HFIC staff is not sure, HFIC shall ask the applicant for statement of relevant authorities concerning construction permit deliverance:
· Construction Bidding Permit: Issued by Department of Construction (DOC)

· Certification of Construction Operational Office, by DOC

· Stamp of Construction Operational Office, by Department of Police

· Commitment letter for environmental protection of construction site, by DONRE

· Certification for Fire prevention and control, by City Fire Prevention and Control (PCCC)

· Appraisal Comments and Approval of Design, DOC

· Construction Permit, by DOC

1.4 Other environmental requirements
Other legal requirements have to be fulfilled during or after loan granting. The complete list of legal requirements which have to be fulfilled for different projects (source of wastewaters, source of air pollution, waste management/treatment facility) are listed in Annex 8.

1.5 Social requirement 

Projects that have to displace any person, who has legal rights on his house, land or property, or has to give up their profitable land or property, are required to prepare a resettlement or compensation plan. 

This plan has to be approved by the relevant authority before the loan procedure.

Detailed description of the resettlement issues is listed in part 2.2 of this handbook.

2. Social impacts

This part describes the main social impacts relevant to infrastructure projects. In general, social impacts refer to how the project and its implementation affect the surrounding community life. Infrastructure projects can have social impacts of various degrees, which are listed in the Annex 6. 

The preparation of social impact assessment is the responsibility of the applicant. The social impact assessment shall assess the following social impacts in accordance with national legal requirements. The social impact assessment shall be part of the application for loan to HFIC.

2.1 Community health, safety and wellbeing 

Infrastructure projects often bring benefits to communities including employment, services, and opportunities for economic development. However, projects can also increase the potential for community exposure to risks and impacts arising from the new projects. For the purpose of this handbook the Community Health, Safety and Wellbeing category consist of following aspects and impacts:
1. Living conditions and working safety can have impact on attracting local people or newcomers to work, commute and move to the area of the project implementation.
2. No barrier access can be influenced by the project containing new structures and buildings (e.g. availability of lift, no stairs and no barrier access).
3. Traffic situation can be affected by an infrastructure project during its construction and operation.

Examples of positive impacts on community health and safety include for example increasing living conditions for inhabitants from improved municipal waste management.

2.2 Land acquisition and involuntary resettlement

Involuntary resettlement refers both to physical resettlement and to economic displacement (loss of assets or access to assets that leads to loss of income sources or means of livelihood) as a result of project-related land acquisition. Resettlement is considered involuntary when affected individuals or communities do not have the right to refuse land acquisition that result in displacement.

Resettlement impacts are considered for “high adverse” if more than 200 persons are affected by each sub-project and there are people who must move their houses and facilities to other residential areas, or they lose more than 10 % of their profitable properties. Under these thresholds, resettlement impacts are considered low or middle adverse
.

The percentage of the loss of profitable properties has to be calculated and justified by the applicant based on the ratio of property affected by the project compared to the whole property of a person.

The project documentation shall be in line with the following national legislation:

1. Land Use Law, 2003

2. Decree 197/2004/ND-CP from 3.12.2004 on the compensation, assistance and resettlement when the State recovers land; Circular 116/2004/TT-BTC of the Ministry of Finance, guiding the implementation of Decree 197/2004/CP; and amending Circular 69/2006/TT-BTC

3. Decree 17/2006/ND-CP from 27.1. 2006 amending the Decrees guiding the implementation of the Land Law and Decree 187/2004/ND-CP on transferring the State-owned companies into joint-stock companies

4. Decision No. 106/2005/QD-UBND issued by HCMC People's Committee, which includes implementation steps of the compensation - assistance - resettlement plan.

In specific cases listed in national legislation and in part 2.5 of this handbook, there is a legal requirement to provide resettlement plan agreed by relevant authority before the project starts. The approved resettlement plan must be submitted with the application for funding, otherwise the project cannot be accepted.

2.4 Cultural Heritage

Cultural heritage refers to tangible forms of cultural heritage, such as tangible property and sites having archaeological (prehistoric), paleontological, historical, cultural, artistic, and religious values, as well as unique natural environmental features that embody cultural values, such as sacred groves.

Project shall comply with relevant national legislation on the protection of cultural heritage (e.g. Cultural Heritage Law, 2001), including national law implementing the obligations of the Convention Concerning the Protection of the World Cultural and Natural Heritage.

Cultural heritage consists of at least but not last the internationally recognized cultural heritage and legally protected cultural heritage areas by the Vietnamese government.

The applicant is obliged to properly evaluate and tackle all social impacts. Where the project poses risks to and/or any of the high or non-acceptable negative social impacts listed above, the client shall disclose the Action Plan and any other relevant project-related information to enable the affected communities and relevant government agencies to understand these risks and impacts, and will engage the affected communities and agencies.

For the overall evaluation of the social impacts related to any proposed project use the Environmental and Social evaluation grids listed further in part 4.

3. Environmental impacts

Different projects can have:

· Adverse or beneficial impact to environment;
· Impact to one environmental media;
· Impact to more than one environmental media.
3.1 Air

Air pollution can be divided into three groups:

· Industrial emissions;
· Smell;
· Dust.
Industrial emissions can come from:

· Construction / reconstruction of waste incineration facility.
The project requires special permit from relevant authority to build a new / reconstruct existing source of air pollution.

Smell can be created from broad variety of projects:

· Waste management – collection of waste, gathering places, reloading stations, operation of landfill (the impact of the project can be also beneficial, if ensures fast removal of waste from residential areas);
· Waste water treatment plant – if the basins are not covered.
Dust is created mainly in the phase of building of different projects, and also from transport, partially related also with emissions.

3.2 Water

Projects with impact to the water could be:

· Construction / reconstruction of waste water treatment plant;
· Construction / reconstruction of any facility, which produces waste waters;
· Works related with extensive water consumption.
The project requires special permit from relevant authority for intake of water and/or discharge waste waters into surface waters or sewage.

3.3 Waste

Projects with impact on waste generation, management and/or disposal could be:

· Construction / reconstruction of waste collection places;
· Construction of waste disposal facilities – landfill, incinerator;
· Construction / reconstruction of any other waste management facility;
· Purchase of vehicles and bins for waste gathering;
· Any project, which produces waste or cause increasing waste amount.
Projects of construction / reconstruction of waste management facilities usually require special permit from relevant authority.
3.4 Noise

Noise is created mainly in the phase of construction of different projects, and also from transport.

3.5 Resource Conservation and Energy Efficiency

Also natural resources exhaustion, e.g. raw materials consumption, and also water consumption should be considered.

Energy is produced mainly from fossil fuels, thus energy consumption of the project should be evaluated.

3.6 Other environmental impacts

Also other environmental impacts should be considered, if relevant:

· Hazardous Materials Management;
· Emergency Preparedness and Response;
· Biodiversity Conservation and Sustainable Natural Resource Management;
· Contaminated Land.
4. Projects evaluation grids

4.1 Legal requirements checklist

The legal requirements checklist is listed in Annex 5. The checklist lists questions for different legal requirements and offers actions for verifications of the requirements fulfilment. The legal requirements are divided into two groups: firstly – requirements which must be fulfilled before the loan approval procedure starts, secondly – requirements which can be fulfilled during the loan approval procedure. Administrative acts which should be undertaken for especial project with significant environmental impacts are listed in Annex 8.

4.2 Social impacts evaluation grid

The social impacts evaluation grid is listed in Annex 6. It contains the most common social impacts of infrastructure projects and categorizes them according to the impact scope and beneficial or adverse scale. This evaluation grid allows quick check of any proposed project subject to this guidance from the social impact point of view. The grid is design as the checklist which enables evaluation of the social impacts and allocation of the relevant points, so that it gives overall picture about social suitability or unsuitability of a project.

4.3 Environmental impacts evaluation grid

The environmental impacts evaluation grid is listed in Annex 7. It contains the most common environmental impacts of infrastructure projects and categorizes them according to the impact scope and beneficial or adverse scale. This evaluation grid allows quick check of any proposed project subject to this guidance from the environmental impact point of view. The grid is design as the checklist which enables evaluation of the environmental impacts and allocation of the relevant points, so that it gives overall picture about environmental suitability or unsuitability of a project.

4.4 List of administrative acts for projects with significant environmental impacts

List of administrative acts which should be carried out for projects with significant environmental impacts is listed in Annex 8. These administrative acts are specific for the following projects:

· New air pollution source;
· New waste water treatment plant;
· New waste management/treatment facility.
This list can be also utilized for reconstruction of these facilities. 

4.5 General project evaluation grid

Evaluation of environmental and social impacts represents only a small part of general project evaluation. These criteria create usually only 10 % in the scale of projects evaluation.

The important technical criteria for evaluation are for example:

· Relevance of the project to national and/or HCMC development priorities and plans;
· Clear explanation of priority issues which shall be solved, and clear identification of key stakeholders and target groups (problem and stakeholders analysis);

· Relevance of the project to HFIC objectives and/or criteria;

· Effectiveness & Efficiency;

· Financial feasibility;

· Sustainability of results;

· Managerial capacity and responsibility.
An example of General project evaluation grid is listed in Annex 9 for future consideration by HFIC.
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�Definition according to the Law on Environmental Protection approved by the National Assembly of Vietnam on 29/11/2005


� In this annex only the headings are translated into English, the detailed text is kept in original Vietnamese, as DWW does not consider relevant to make complete translation


� Similarly as in annex 5, this annex has only the headings translated into English; the detailed text is kept in original Vietnamese.


� Listed in the Manual for social safeguard policies prepared for HFIC





2

