Annexe 2: 
Draft new impact questions 


(for inclusion in Application Forms)

[image: image1.png]



[image: image2.png]7

=773\

-

‘WV/’“.\\\

=2

INVESTOR IN PEOPLE



[image: image3.wmf]
Public consultation on case impact analysis

1. When the case impact analysis process including the Impact Questionnaire (IQ) were introduced by the Export Credits Guarantee Department (ECGD) in January 2001, the then Minister for Trade stated that they were being introduced on a pilot basis and would be reviewed in the light of operational experience.  Since its introduction there have been ongoing, informal discussions with many stakeholder groups about the IQ and, in July 2001, a slightly modified version was produced.  

2. We now have more than a year’s experience of using the IQ and the associated case impact analysis process (further information on 2001 operational experience is contained in Annexe 1 of this letter). In November 2001 virtually all the OECD export credit agencies agreed to implement the system described in the Common Approaches on Environment and Officially Supported Export Credits (the Common Approaches) with effect from January 2002.  This is, therefore, an appropriate time to draw this on-going consultation to a close through this final stage of formal consultation.

3. There are 3 aspects of ECGD’s case impact analysis process on which we would like you to focus (but you should feel free to comment on any other aspects of this process), these are:

· The format and content of the Impact Questionnaire.

· The scope of the analysis process - whether repayment term or contract value thresholds should be used to exempt applications from impact screening.

· Publishing information prior to the underwriting decision – should  ECGD publish information, including that relating to environmental and social impacts, about projects with high potential impacts prior to making its underwriting decision?

4. In line with the Cabinet Office guidelines, where we have a preferred option we are presenting that as our proposed way forward.

5. The deadline for the receipt of responses is Monday 2nd September 2002.

The format and content of the Impact Questionnaire 

6. The current Impact Questionnaire contains 13 questions and was devised with the objective of obtaining sufficient information for most cases to be analysed with minimal need for further information.  This has proved to be the case for the majority of the cases analysed since January 2001.

7. The Common Approaches recommends an initial screening stage to identify potential impacts of cases, followed by further analysis of only those with significant potential impacts.

8. Most Export Credits Agencies of other OECD countries have adopted this 2-stage impact analysis approach.

9. ECGD proposes that the main purpose for the initial information received should be to establish the level of the potential impacts that might be caused by the exported goods/services and the overseas project.

10. It is also proposed that the questions about these issues should be incorporated into the existing application forms, thus removing the need for a separate Impact Questionnaire.

11. These new impact questions should cover 3 issues:

· Descriptions of the goods/services and the project;

· Identification of the potential impacts; and

· Identification of the standards to which the goods/services comply.

12. It is expected that the responses to these impact questions will provide ECGD with sufficient information to judge the acceptability of Category C1 (low potential impact) cases.

13. Follow-up sector-specific or impact-specific questions for Category A1 (high potential impact) and Category B1 (medium potential impact) cases would be used to determine compliance with international standards such as the World Bank Group Sector Guidelines or Safeguard Policies.

14. The existing Customers’ Guidance Notes would be updated and provided as a separate Information Note.

15. A draft version of the proposed impact questions is attached as Annexe 2 of this letter.

The scope of analysis process

16. ECGD currently screens and analyses all applications for support except those relating to the aerospace sector and sharp arms2 in the defence sector.  (Annexe 4 contains an Information Note describing the current case handling process in more detail.)  The analysis of potential impacts has not impeded the processing of any application and we do not propose to change this except by replacing the Impact Questionnaire with the new impact questions in application forms. The human rights and economic development impacts of all defence cases will continue to be assessed through the DTI’s Export Licensing procedures.

17. The Common Approaches relate to exports for projects with a repayment period of two years or more.  This definition of the scope was agreed to allow those ECAs that provide cover for short-term business to exclude it from the Common Approaches process. Short-term export credit business in the UK was privatised in 1991 and no longer forms part of ECGD’s operations.  We therefore propose to continue with the practice of screening all civil, non-aerospace applications irrespective of the term of the repayment.

18. The Common Approaches states that “Members are expected to screen all applications” but “taking due account of the project sensitivity, a Member may focus further screening and environmental review on projects in respect of which its share is above SDR10 millions”. 

19. The Export Credits Agencies of other OECD countries vary in their implementation of this section of the Common Approaches.

20. ECGD proposes to comply with the expectation of the Common Approaches and screen, using the new impact questions, all civil, non-aerospace applications irrespective of the contract value.  The Department expects to focus any requests for further information on Category A (high potential impact cases) and Category B (medium potential impact) cases.

Publishing information prior to the underwriting decision

21. To date ECGD has not routinely published information relating to cases under consideration but has done so for certain high profile cases. Currently all issued cases are listed in ECGD’s Annual Report.

22. The Common Approaches contains no specific recommendation for Export Credit Agencies in this regard however it does state that “Members are expected to …. encourage project sponsors to make environmental impact information publicly available”.   It also includes a requirement to “make available to the public at least annually …. information on projects classified in Categories A and B” (equivalent to high and medium potential impacts in ECGD’s system). 

23. The World Bank Group and the 4 major Regional Development Banks (including EBRD) publish project related information, including Environmental Impact Assessment reports, prior to making their decisions.

24. There are different practices amongst Export Credit Agencies.  The USA, Australia and Canada publish project information, including the availability of Environmental Impact Assessment reports, on their websites prior to making their decisions.  

25. ECGD recognises the need to establish a clear policy on this issue and we want to ensure that any increased public disclosure does not impede the ability of UK exporters to win worthwhile business in the competitive international markets.  Thus, for all greenfield or major expansion projects, except purely insurance cases, that are identified as being Category A
 (high potential impact) cases ECGD is considering publishing information on its website about the overseas project prior to making its decision on whether or not to provide cover.  

26. The published information might include the name, a short description and the location of the project and the availability of Environmental or Social Impact Assessment reports.    We would especially welcome comments about the point in the ECGD process at which this information might be published and how long it should be in the public domain before ECGD makes its decision on support.

27. We would not expect to include any details of the exporter/investor or the goods/services being exported in order to protect any commercial confidentiality and/or the competitive position of UK companies.

28. Disclosure of cases involving only insurance is not possible as ECGD involvement in such cases normally remains confidential between the Department and the exporter. This is to protect the exporter’s relationship with the buyer and reduce the risk of non-payment.

The Timetable

29. The timetable for this consultation is:

· 23rd May 2002 
Consultation begins

· June - August  
Receipt of written comments

· September/October
Ministers consider the comments received and decide the outcome

· November  
Publication of final process (stating reasons why changes made and why changes not made)

· January 2003 
Implementation of new process

Who is being consulted?

30 The consultation documents are being sent directly to the following groups: 

· All regular customers and all customers in 2000 & 2001 (ie. the years in which the EQ and IQ were in use)

· Our current contacts in Trade and Industry associations

· All ECGD Staff 

· The ECGD Trades Union Side

· Our current contacts in NGOs

· Relevant other Government Departments

31 Recipients of the consultation documents are invited to identify to ECGD any other parties who should also be consulted.

32 The consultation documentation has also been placed on the ECGD website at www.ecgd.gov.uk and interested members of the public are encouraged to participate.

Responses

33 Please send your comments to David Allwood, Business Principles Adviser at:

ECGD

PO Box 2200

2 Exchange Tower

Harbour Exchange Square

London

E14 9GS

34 Alternatively you can fax to 020 7512 7021 or email to dallwood@ecgd.gov.uk 

WE VALUE YOUR VIEWS – MANY THANKS FOR YOUR HELP

David Allwood

Annexe 1:  
Background Information
ECGD’s Operational Experience during 2001

1. The Impact Questionnaire and case impact analysis process were applied to all civil, non-aerospace applications irrespective of the term of the cover or the contract value.
2. ECGD introduced case impact categorisation in early 2001.  This defined the implications for each case in terms of information requirement, scope and depth of analysis, compliance mechanisms and post-issue monitoring requirements.

3. ECGD’s Business Principles Unit normally used the sector guidelines and safeguard policies of the World Bank Group in its determination of the acceptability of project impacts.

4. During 2001 ECGD received 93 applications that included an Impact Questionnaire.  In addition we received early environmental and social impact information on 15 other project proposals.  A numeric breakdown of these applications in shown in Table 1.

5. ECGD insisted that the Environmental Impact assessment Report (EIAR) for the Ilisu dam project was made public before it could conclude its analysis.  The Business Principles Unit encouraged all project developers to publish EIARs and other studies, such as Resettlement Action Plans, as soon as possible in order to obtain the support of the affected communities.

Table 1: Breakdown of cases considered by the BPU during 2001

	
	Low

pot. impact
	Medium

pot. impact
	High

pot. impact
	Total

cases

	All cases for which an IQ received
	53
	28
	12
	93

	Cases out of 93 with maximum liability1 less than or equal to £8.7m (10mSDR2) 
	44
	7
	3
	54

	Cases out of 93 with maximum liability1 greater than to £8.7m (10mSDR)
	9
	21
	9
	39

	Total cases with IQs
	53
	28
	12
	93

	

	Incoming cases at early stage in project development
	0
	3
	12
	15

	Total cases considered by BPU
	53
	31
	24
	108


1 
Maximum liability includes premiums and interest during construction in addition to the contract value.

2
10mSDR is the optional threshold value proposed in the Common Approaches.

1
Descriptions And general information

1.1 Please give a brief description of the goods/services/project that you are           ( 
supplying/investing in. 

Goods:

     
Project:
     
1.2 As or for what is the project site currently used?

 FORMCHECKBOX 
 Urban


 FORMCHECKBOX 
 Industrial


 FORMCHECKBOX 
 Greenfield



 FORMCHECKBOX 
 Other – please specify:      
1.3 Please give the exact geographical location of the project site:

     
1.4 Please indicate if the goods/services/project will be located in or could have an environmental impact upon any of the following: (Please mark all relevant boxes.)
 FORMCHECKBOX 


Semi-arid areas and desert margins


 FORMCHECKBOX 
   Properties on World Heritage List 



(for list see website http://www.unesco.org/whc/heritage.htm )
 FORMCHECKBOX 


Tropical or sub-tropical forests (especially primary forests)

 FORMCHECKBOX 


Rivers, lakes, coastline, coral reefs and wetlands, including mangroves

 FORMCHECKBOX 


National Parks, nationally designated nature reserves and all other conservation areas, and the margins of these

 FORMCHECKBOX 


Habitat of endangered species of flora or fauna or areas of high concentrations of biological diversity

 FORMCHECKBOX 


Habitats providing important resources for vulnerable groups (e.g. indigenous or tribal groups)

 FORMCHECKBOX 


Areas largely untouched by humans (wildlands)



 FORMCHECKBOX 


Areas of high concentration of population or industrial activity where further development could create significant environmental problems

 FORMCHECKBOX 
  Other areas of local interest or sensitive locations – please provide details:

     
Please note that for its analysis of projects located in any of the above or in any of the sectors listed in the Guidance Notes, ECGD will require the information normally contained in an Environmental Impact Assessment (EIA).  
1.5 Has an Environmental Impact Assessment (EIA), Social Impact Assessment (SIA) or Resettlement Action Plan (RAP) been prepared or is one planned?

EIA:
 FORMCHECKBOX 
 Yes 
 FORMCHECKBOX 
 No
 FORMCHECKBOX 
 Planned
 FORMCHECKBOX 
 Don’t know
SIA:
 FORMCHECKBOX 
 Yes 
 FORMCHECKBOX 
 No
 FORMCHECKBOX 
 Planned
 FORMCHECKBOX 
 Don’t know
If Yes, please attach. If an EIA, SIA or RAP is planned, please forward a copy of the Terms of Reference and timescales for completion. 
1.6 Are any other Export Credit Agencies (ECAs) or International Finance                (
Institutions (IFIs) involved in the project? 
 FORMCHECKBOX 

Yes



 FORMCHECKBOX 

No


 FORMCHECKBOX 

Don’t know

If yes, please state names of IFIs or ECAs involved:

     
2
POTENTIAL IMPACTS

2.1 Will the goods/services/project have any actual or potential environmental         (
impacts in any of the following areas? (Please mark all relevant boxes.)
 FORMCHECKBOX 

Water pollution or extraction
 FORMCHECKBOX 

Damage to wildlife or habitats


 FORMCHECKBOX 

Local air quality
 FORMCHECKBOX 

Climate change (Kyoto Protocol) 

 FORMCHECKBOX 

Acid deposition
 FORMCHECKBOX 

Ozone depletion (Montreal Protocol)


 FORMCHECKBOX 

Use of hazardous substances
 FORMCHECKBOX 

Production of damaging or toxic waste

 FORMCHECKBOX 

Noise pollution



 FORMCHECKBOX 

Degradation of land (e.g. soil contamination, erosion or salinisation)

 FORMCHECKBOX 

Other adverse environmental impacts, please specify:
     
 FORMCHECKBOX 

Beneficial environmental impacts, please specify: 

     
If there are actual or potential environmental impacts, please give details (including any mitigating factors, consultants’ reports, choice of technology, etc.).

     
2.2 Will the goods or project cause, require, bring about or stimulate any of the      (
following social and human rights impacts? (Please mark all relevant boxes.)
 FORMCHECKBOX 

Resettlement of the local population
 FORMCHECKBOX 

Compulsory acquisition of land

 FORMCHECKBOX 

Displacement of, or damage to, existing industry or agriculture




 FORMCHECKBOX 

Job losses among the local population
 FORMCHECKBOX 

Large-scale influx of workers
 FORMCHECKBOX 

Child labour
 FORMCHECKBOX 

Bonded or forced labour

 FORMCHECKBOX 

Damage to sites of cultural, historic or scientific interest

 FORMCHECKBOX 

Impact on minority or vulnerable communities

 FORMCHECKBOX 

Use of armed personnel (from private firms or state security organisations)
Please provide details of any of these that apply:

     
Please note that for its analysis of projects involving any of the above ECGD will require the information normally contained in a Resettlement Action Plan (RAP) and/or a Social Impact Assessment (SIA).

 FORMCHECKBOX 

Other social drawbacks, losses, or disadvantages, please specify:

     
 FORMCHECKBOX 

Social benefits, please specify:

     
2.3 Will the benefits of the goods/project (including employment opportunities for ( 
local people) be open to all, regardless of race, religion, gender, social grouping, 
etc.?

 FORMCHECKBOX 
  Yes



 FORMCHECKBOX 
  No


 FORMCHECKBOX 
  Don’t know

If No, please provide details and justification of selection process:

     
3. STANDARDS

3.1 (a) Will the goods/services that you are supplying/investing in or has the           (
project/business been designed to meet recognised environmental standards? 

Goods:

 FORMCHECKBOX 
 Host Country
 FORMCHECKBOX 
 UK /EU
 FORMCHECKBOX 
 World Bank
 FORMCHECKBOX 
 IFC
 FORMCHECKBOX 
 Other
 FORMCHECKBOX 
 None

Project:

 FORMCHECKBOX 
 Host Country
 FORMCHECKBOX 
 UK /EU
 FORMCHECKBOX 
 World Bank
 FORMCHECKBOX 
 IFC
 FORMCHECKBOX 
 Other 
 FORMCHECKBOX 
 None

If None, please explain:

     
(b) 
If the project/business has been designed to meet any other environmental performance standards please identify and provide a copy of these.

Environmental standard:      
 FORMCHECKBOX 
 Copy attached


3.2 Please indicate whether the goods/services/project that you are                          (
supplying/investing in will be compliant with UK or Destination/Host Country 
health and safety standards and supply details of any health and safety 
guidance that you supply to the users/operators of your goods/ projects.


Standards:
 FORMCHECKBOX 
 UK

 FORMCHECKBOX 
 Destination/host country

 FORMCHECKBOX 
 Other 

 FORMCHECKBOX 
 None

If Other or None please give details:

     
Guidance: 
 FORMCHECKBOX 
 Attached




 FORMCHECKBOX 
 None provided thus not attached

3.3  Will the goods/services that you are supplying/investing in or has the       
    (
project/business been designed to meet recognised social standards? 

Goods:

 FORMCHECKBOX 
 Host Country
 FORMCHECKBOX 
 UK /EU
 FORMCHECKBOX 
 World Bank
 FORMCHECKBOX 
 IFC
 FORMCHECKBOX 
 Other
 FORMCHECKBOX 
 None

Project:

 FORMCHECKBOX 
 Host Country
 FORMCHECKBOX 
 UK /EU
 FORMCHECKBOX 
 World Bank
 FORMCHECKBOX 
 IFC
 FORMCHECKBOX 
 Other 
 FORMCHECKBOX 
 None

If None, please explain:

     
4.
Please give details of any other information that you think may be relevant to ECGD’s assessment of the impact of this project, including any positive impacts not previously identified. 

     
Annexe 3: 
Identifying the Potential Impact Category
ECGD has defined 3 levels of potential impact – high, medium and low.  The information provided in the IQ is used to identify the potential impact category for each individual case.  Table 1 contains a summary of this categorisation system.

Category A:  High potential impact cases

These are cases which have the potential for major environmental, health & safety, social or human rights impacts.  The impacts will usually be irreversible and diverse. Normally they relate to: projects located in or near sensitive locations; large or greenfield projects in sensitive sectors; projects with the potential for major adverse impacts on human health; projects involving large scale resettlement; or projects which impact on minority or vulnerable communities or damage sites of cultural, historic or scientific interest.

Sensitive locations 

These are defined as those listed in question 1.4 of the draft impact questions (Annexe 2).

Sensitive sectors 

These are defined as those listed in Category A of Table 1. 

Category B:  Medium potential impact cases

These are cases which fall between low potential impact cases and high potential impact cases.  The impacts of these cases will usually be technologically reversible with recognised remedial measures.  

Category C:  Low potential impact cases

These are cases which have a wholly positive or negligible negative impact in terms of environmental, health & safety, social and human rights issues.  They are usually either exports of minimal impact goods for which no related project can be identified, or the supply of minimal impact goods to small expansion projects located in established industrial areas.

Significance of the Potential Impact Category

The identification of the potential impact category defines the implications for each case in terms of information requirement, scope and depth of analysis, compliance mechanisms and post issue monitoring requirements.

Category C:  Low potential impact cases

Basic further analysis including:

· ECGD will make checks for material information about the exporter, buyer and other interested parties using sources such as Reuters and Nexis.com. 

· ECGD will check the proximity of the location to World Heritage sites.  (If it is adjacent the case will immediately become a medium or high potential impact case.)

· ECGD will normally accept the information provided by the customer in the IQ.

· ECGD will not normally require further information.

· It is very unlikely that ECGD would set any special pre-conditions beyond the standard requirements for compliance with laws etc.

· It is very unlikely that ECGD would require any case specific activities to ensure compliance

· It is very unlikely that ECGD would require any monitoring systems to be put in place.

Category B:  Medium potential impact cases

This category covers a wide range of potential impacts and so the depth of further analysis is dependent on the scale of the potential for negative impact and our ability to access further information.  It will include:

· ECGD will make checks for material information about the exporter, buyer and other interested parties using sources such as Reuters and Nexis.com. 

· ECGD will check the proximity of the location to World Heritage sites.

· ECGD may make occasional spot checks to confirm the information provided in the IQ

· ECGD may require clarification of potential impacts of goods and/or related project.

· Where possible, standards will be benchmarked against World Bank or relevant Regional Development Bank standards.  Host country or project standards which are below international standards may be unacceptable and would need to be justified.

· It is unlikely that ECGD would set any special pre-conditions beyond the standard requirements for compliance with laws etc.

· ECGD may require self-reporting by project owner/operator to confirm compliance

· ECGD is unlikely to require independent monitoring – we will usually rely on the host country authorities to enforce compliance

Category A:  High potential impact cases

These cases have the potential for major negative impacts.  They require an in-depth review and the consideration of systems which may be appropriate to ensure continued operation to relevant standards.

· ECGD will make checks for material information about the exporter, buyer and other interested parties using sources such as Reuters and Nexis.com. 

· ECGD will check the proximity of the location to World Heritage sites.

· ECGD may make spot checks to confirm the information provided in the IQ.

· For greenfield projects an Environmental and/or Social Impact Assessment will usually be required (produced by competent consultant covering all areas identified in recognised standard formats).  For expansion projects an audit of the existing facilities may be requested.

· ECGD may require specialist (external) assistance in interpreting the EIA/SIA.

· Where possible standards will be benchmarked against World Bank or relevant Regional Development Bank standards (if necessary using only the ‘General’ standards).  Host/destination country or project standards which are below international standards may be unacceptable and would need to be justified.

· ECGD may set pre-conditions (e.g. incentives to ensure compliance and/or the establishment of a monitoring system) 

· ECGD is likely to require verified reporting by project owner/operator to confirm compliance

· ECGD may also require independent monitoring which is fully funded, has an agreed programme and appropriate reporting arrangements

	Category
	Definition
	Issues / activities
	Examples (individual circumstances may warrant different categories)

	A

High potential impact
	Activities which due to their type, scale or location have the potential for major adverse impacts on the environment, the workforce, their immediate dependants or the community at large.  These may not be readily predictable, and are usually irreversible, diverse or sensitive.  

Full formal assessment with specialist inputs is required.

Monitoring and reporting by specialists will normally be required.
	· Major pollution of air, soil or water

· Clearing of significant areas of natural vegetation

· Impact on habitat important to endangered / protected species or fragile areas e.g. wetlands, small islands etc.

· Bulk storage of inflammable, explosive or hazardous material

· Use, handling or production of toxic or substances hazardous to health in significant quantities or at high exposure levels.

· Processes that can give rise to high societal risks as well as significant risks to the workforce

· Work that directly affects public safety

· Significant numbers of people being moved from the project site (whether or not they have formal rights)

· Substantial job losses planned or expected in the future

· Large non-local labour force being brought into the project site (whether for a temporary construction period or longer)

· Effects on cultural property or vulnerable groups

· Use of forced or child labour

· Uncontrolled use of armed security forces
	· Mining and mineral processing 

· Oil and gas exploration and development 

· Oil refineries and large tank farms and pipelines

· Petrochemical, plastics and chemical manufacturing

· Potentially sources of major pollution e.g. leather tanning, asbestos processing 

· Nuclear power plants & nuclear fuel processing

· Thermal power plants (>300MW) & transmission

· Iron and steel plants and other metal processing and production plants

· Cement (clinker) production

· Pulp mills

· Large scale agriculture and forestry involving clearing of natural forest

· Large dams, water extraction & treatment projects

· Major road, railway or airport developments

· Sea ports and inland waterways

· Large scale tourism developments
· Involuntary resettlement

	B

Medium potential impact
	Activities which could cause adverse impacts on the environment, the workforce, their immediate dependants or the community at large, but these are unlikely to be as diverse or sensitive as those from High Risk activities and remedial measures can more easily be implemented.  

Full review by the BPU is required.  

Regular self-reporting by the Company would usually be adequate with monitoring by the relevant host country agencies.
	Activities which could have some environmental impact, but do not have the potential for major pollution and are not sited in environmentally sensitive areas.

Activities which could have some impact on workers and others, but which do not have the potential for a major incident and are not sited in areas where any uncontrolled activity on site could impinge on the local population.

Some job losses but usually by natural wastage.
	· Manufacture of glass and ceramic products

· Manufacture of structural iron and steel products

· Manufacture of rubber and plastic products

· Spinning, weaving and finishing of natural and synthetic fibres

· Thermal power plants <300MW

· Cement production (milling)

· Processing of pulp to paper and board

· Sawmilling and manufacture of veneer, plywood and other wood based materials

· Fruit and vegetable processing

	C

Low potential impact
	Activities which are unlikely to cause material adverse impacts. 

Basic review.

Reporting or monitoring is not normally required.
	Minimal environmental impacts

Workers’ rights properly protected through national legislation and company policy

No substantial movement of people into or out of the project site
	· Public transport vehicles

· Telecommunications

· Business services  

· Sales of minimal impact goods into stock
· Replacement/refurbishment of existing equipment


Annexe 4: ECGD’s Case Handling Process – Information Note
This note gives a brief description of how ECGD currently processes application for support. Given the range of transactions, the differing ways contract negotiations are pursued and the variety of products involved, it is difficult to provide a succinct statement that will cover every circumstance.  This note seeks to illustrate the general process adopted for handling cases.

At the end of this note there is also an outline of how the proposed early disclosure scheme for high potential impact projects might operate. 

INDICATIONS OF ECGD SUPPORT

In the early stages of considering whether to pursue an investment or export opportunity potential customers typically will approach ECGD for a preliminary indication of the possibility that such support might be considered and an idea of potential premium and/or interest rates that might apply.  At this initial stage customers will be told, if there is no current prospect of support for any business in the country in question.

Otherwise, an indication is likely to be given reflecting ECGD’s capital constraints
.  Such indications will say whether the proposed payment/repayment terms are acceptable in principle but do not involve a detailed assessment of the case (and are given entirely without commitment).  They carry a reminder that ECGD will need to consider the case in greater detail to satisfy itself on various matters (including environmental and other impacts) before any commitment can be considered.  Attention is drawn to the Impact Questionnaire at this stage, although it is not necessary to complete it until a formal application for support is submitted.  This reflects the fact that a relatively small proportion of indications are subsequently converted to commitments.

The Impact Questionnaire is posted on the ECGD website together with supporting guidance so that at the outset potential customers can gain a clear understanding of the sort of information it will be necessary to provide to enable ECGD to make a full assessment before deciding whether to provide a commitment of cover.  It should be read in conjunction with this note as it is an integral part of the case handling process.

COMMITMENTS OF ECGD SUPPORT

Formal proposals/applications for support are normally made where the potential customer judges that they have a reasonable prospect of securing a deal and wish ECGD to undertake a detailed assessment with a view to providing a commitment of cover.  Those cases that progress to the formal application stage will be considered in accordance with ECGD’s underwriting procedure.  The ECGD Case Manager will be responsible for examining the application and supporting documentation and making the underwriting recommendation to ECGD’s Underwriting Committee.  

The application form(s) contain a warranty to confirm that neither the customer nor anyone acting on their behalf has engaged or will engage in corrupt activity in connection with either the contract or investment for which ECGD support is requested.  Additionally customers are required to warrant that they do not appear on the World Bank blacklist and have not been convicted of corruption at any time.

The Case Manager’s recommendation will be made against the background of due diligence and a number of risk assessments undertaken in ECGD on key aspects of the case.  These may include, amongst other things, a detailed analysis of financial statements to determine the acceptability of the payment risk/security structure, sensitivity analysis on cash flow projections, our economists’ opinion on sectoral risk, our lawyers’ opinions on any legal issues or documents and an assessment based on financial statements, track record and other checks to determine the financial and technical ability and probity of the customer to undertake the contract satisfactorily.

For exports (including the sale of defence equipment) and investments to IDA-only countries (i.e. poor countries eligible to receive highly concessional IDA loans from the World Bank) ECGD will only support exports that represent “productive expenditure”.  Exports and investments to these countries are assessed to ensure that they contribute to economic and social development without harming the recipient country’s debt position. This assessment will not always preclude sales of defence or dual-use equipment, provided that such expenditure is not deemed excessive and that the equipment is considered necessary for national security, will create a stable platform for development, or is required to combat the drugs trade, piracy, smuggling etc. The consideration of productive expenditure issues is additional to the requirement for any necessary export licences to be obtained.

ECGD’s Business Principles Unit is responsible for ensuring the case complies with ECGD’s Business Principles.  It examines the completed Impact Questionnaire and assesses any environmental, social and human rights issues that the case may present.  The Business Principles Unit will recommend to the appropriate underwriting authority whether support should be provided for a contract or investment, whether any additional information or reports are required or whether support would not be in conformance with ECGD’s published Business Principles.  It is ECGD policy to constructively engage with the exporter/investor to improve exports/projects to bring support of the export/investment into conformance with the Business Principles.  However if this is not possible then support would not be provided. 

Separate screening arrangements are adopted for defence equipment, civil aircraft and aero engines, and for all other business as follows:

Defence Equipment
The export of strategic goods (which includes defence equipment) is subject to strict Government licensing arrangements and by its nature such defence equipment does not lend itself to normal environmental screening or mitigation of any potential environmental impact by ECGD.  Business involving defence infrastructure (eg barracks, airfields) is included in ECGD’s general screening process.

While the UK Government supports the right of all countries to provide for their legitimate defence, it operates a strict export control regime to ensure compliance with international obligations and the proper use of equipment supplied.  The Government has significantly tightened up the export licensing systems to ensure that defence sales are scrutinised rigorously for human rights and other concerns.

ECGD is not a party to the export licence process.  However, to ensure compliance with wider Government policies, for exports of defence equipment to all countries, ECGD requires that any necessary export licences are obtained as a pre-condition of its cover.

Licences to export strategic goods, including arms and dual-use goods, are issued by the Secretary of State for Trade and Industry, and the Export Control Organisation of the DTI is the licensing authority.  All relevant individual licensing applications are circulated by DTI to other Government departments with an interest, as determined by their policy responsibilities – these include the Foreign and Commonwealth Office, the Ministry of Defence and the Department for International Development.

Individual applications for licences are considered against published criteria
 on a case-by-case basis.  An export licence will not be issued if the arguments for doing so are outweighed by the need to comply with the UK’s international obligations, or by concern that the goods might be used for internal repression or international aggression, or by the risks to regional stability or other considerations.

Aerospace Sector

ECGD is satisfied that all civil aircraft and aero engines it supports conform to agreed EU and US environmental standards.  Global standards on noise and emissions are set by the International Civil Aviation Authority.  The Federal Aviation Authority also sets standards on noise for the United States.  All aircraft supported by ECGD conform to the environmental standards set by these bodies and have common environmental features by aircraft type.  This makes environmental screening on a case-by-case basis by ECGD unnecessary.

All Other Business

ECGD’s Business Principles Unit reviews all questionnaires and supporting information and the case is assigned a potential impact level of High, Medium or Low  (equivalent to the OECD Common Approaches Categories A, B and C) that identifies the potential for it having serious environmental, social or human rights impacts. This potential impact level is largely determined by the project’s sector, scale and location and it will influence the degree of analysis required for each case.  A matrix providing further explanation of this process is contained in Annex 1 of this Information Note.

Cases considered by the Business Principles Unit to be Low potential impact are not normally assessed further and continue through the underwriting process. 

For Medium and High potential impact cases significant environmental, social or human rights impacts are benchmarked against internationally accepted standards. ECGD’s normal reference standards for assessing the acceptability of potential impacts are the World Bank’s environmental guidelines and social safeguard policies (details are available on the World Bank website at www.worldbank.org).

For High impact projects in sensitive sectors or locations, ECGD will normally require a full Environmental Impact Assessment (EIA) and/or Social Impact Assessment (SIA). ECGD’s Impact Questionnaire provides guidance on the circumstances in which ECGD will require an EIA or SIA.  For any case where such an appraisal or any other independent external advice or report is required, but is not already available, ECGD will normally require the exporter or project sponsors to undertake this and bear any relevant costs.

All cases identified as having significant actual or potential impacts will be submitted to ECGD’s Underwriting Committee for consideration.  The Underwriting Committee will, in deciding whether to recommend providing support for a contract or investment, review submissions on all the key risk assessments relevant to the case and as part of this process will decide whether any additional information or reports are required.

Sensitive Cases

All cases for which ECGD requires an EIA or SIA have the potential to be progressed under ECGD’s ‘Sensitive Cases’ mechanism, which involves consultation with other Government Departments.  Sensitive Cases are those that have significant adverse impacts that potentially conflict with other Government policies.  As soon as ECGD’s Underwriting Committee has confirmed the requirement for an EIA or SIA, ECGD will circulate key details of the relevant case, together with a copy of the relevant Impact Questionnaire, to the nominated representatives of other potentially interested Government Departments
 who will be bound to respect the applicant’s commercial confidentiality.  These other Departments will identify those cases where ECGD support may conflict with Government policies for which they have responsibility and indicate to ECGD, within an agreed timescale, the nature of their concerns and whether they wish to engage in discussion of such cases.  ECGD and the relevant other Departments will identify on a case-by-case basis an appropriate mechanism for ensuring that impacts are properly considered, paying due regard to the need for ECGD to provide good Customer service.

ECGD will seek to ensure that all cases are considered on their individual merits so that judgements are made following an evaluation of the different risk assessments referred to earlier in this note.  ECGD will not support cases unless they meet its minimum financial risk standard.  It will also decline (following Underwriting Committee consideration or advice, where appropriate, from other Government Departments or referral to Ministers) cases where the adverse impacts identified cannot be mitigated to ECGD’s satisfaction and thus are considered to outweigh the potential benefits of providing support.

MONITORING IMPLEMENTATION

To mitigate any financial, environmental or other concerns identified, ECGD may make its support conditional on the fulfilment of conditions or the adherence to covenants determined by ECGD on a case-by-case basis, taking into consideration the degree of influence that ECGD and other parties involved have on the relevant contract, project or investment, and the nature of ECGD’s support.  Where covenants and other conditions relating to post issue implementation have been included in any documents relating to the relevant contract/project/investment or its financing, monitoring reports will be reviewed on a regular basis throughout ECGD’s financial exposure to the project.  Where such reports indicate that remedial action is required, ECGD will use such leverage as it may have to bring the appropriate parties together to address the problem and to mitigate any significant adverse effects.

POSSIBLE EARLY DISCLOSURE SCHEME

One of the questions for this consultation is whether, prior to any guarantee being issued, ECGD should disclose selected information on High potential impact cases. The following is a brief outline of how this mechanism might work.  

For all cases, except purely insurance cases, identified as having a high potential impact by the Business Principles Unit ECGD would publish limited information on its website prior to making its decision on whether or not to provide support.  This would include the name, a short description and the location of the project and the availability of Environmental and/or Social Impact Assessments. For reasons of commercial confidentiality it would not include any details of the exporter/investor or the goods/services being exported.

Disclosure of case involving only insurance (i.e. not credit guarantees) is not possible as ECGD involvement in such cases normally remains confidential between the Department and the exporter. This is to protect the exporter’s relationship with the buyer and reduce the risk of non-payment.

For new credit guarantee cases which are not defence or aerospace cases, the relevant Business Manager, with assistance, if necessary, from the Business Principles Unit, would write to the applicant informing them that their case has been identified as a high risk case and that it is ECGD’s intention to post the following details on the ECGD website:

· Name of project (exporter’s details will not be published)

· Short description of project (details of exported goods/services will not be published)

· Location of project

· Mean of obtaining Environmental and/or Social Impact Assessments

· Date of information posting

Applicants will be reminded that they have 3 options:

· To accept that ECGD will publish this information

· To demonstrate to ECGD that this information is commercially confidential (as described in “Open Government.  Code of Practice on access to Government information.  Guidance on interpretation. Second Edition (1997)) or will significantly reduce the possibility of them obtaining the business

· To withdraw their application

If after 10 working days the applicant has neither withdrawn the application or indicated their intention to try dissuade ECGD from publishing, ECGD would post the information on a page of its website designed specifically for this purpose.

The information would remain on the website until the guarantee has been issued or the application has been withdrawn. 

David Allwood


Business Principles Adviser





PO Box 2200


2 Exchange Tower


Harbour Exchange Square


London E14 9GS


Telephone: 020 7512 7323


Fax: 020 7512 7021


e:mail: dallwood@ecgd.gov.uk
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1 Category A, Category B and Category C projects are defined in the Common Approaches to the Environment and Officially Supported Export Credits published by the OECD Export Credit Group in December 2001.  ECGD’s equivalent definitions are contained in the May 2002 version of ECGD’s Case Handling Process – Information Note which is Annexe 3 of this letter.


2 “Sharp arms” are defined as munitions of war; armaments; or goods, aircraft, vessels, vehicles, equipment, materials or services which are specifically designed or constructed for the support or the use of weapons of war in combat.





3 Category A projects are defined in the Common Approaches to the Environment and Officially Supported Export Credits published by the OECD Export Credit Group in December 2001.  ECGD’s equivalent definitions are contained in the May 2002 version of ECGD’s Case Handling Process – Information Note which is Annex 3 of this letter.


� ECGD operates with a fixed amount of capital that limits the maximum financial exposure that the Department can take on. Individual cases are allocated a proportion of this capital based on the calculated repayment risk.


� The criteria for considering individual application for licences of strategic goods were set out in a House of Commons Statement by the Secretary of State for Foreign and Commonwealth Affairs on 26 October 2000 (Hansard/Official Report Columns 199W/203W).


� Other Government Departments consulted will normally include the following:  Trade Partners UK/British Trade International, DTI, DETR, DFID, FCO, MOD (DESO).
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