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PREAMBLE 

 

Project financing, a method of funding in which the lender looks primarily to the revenues generated by a 

single project both as the source of repayment and as security for the exposure, plays an important role 

in financing development throughout the world.Project financiers may encounter social and 

environmental issues that are both complex and challenging, particularly with respect to projects in the 

emerging markets.  

 

The Equator Principles Financial Institutions (EPFIs) have consequently adopted these Principles in order 

to ensure that the projects we finance are developed in a manner that is socially responsible and reflect 

sound environmental management practices. By doing so, negative impacts on project-affected 

ecosystems and communities should be avoided where possible, and if these impacts are unavoidable, 

they should be reduced, mitigated and/or compensated for appropriately. We believe that adoption of 

and adherence to these Principles offers significant benefits to ourselves, our borrowers and local 

stakeholders through our borrowers’ engagement with locally affected communities. We therefore 

recognise that our role as financiers affords us opportunities to promote responsible environmental 

stewardship and socially responsible development. As such, EPFIs will consider reviewing these Principles 

from time-to-time based on implementation experience, and in order to reflect ongoing learning and 

emerging good practice. 

These Principles are intended to serve as a common baseline and framework for the implementation by 

each EPFI of its own internal social and environmental policies, procedures and standards related to its 

project financing activities. We will not provide loans to projects where the borrower will not or is unable 

to comply with our respective social and environmental policies and procedures that implement the 

Equator Principles. 



 

STATEMENT OF PRINCIPLES 

 

EPFIs will only provide loans to projects that conform to Principles 1-9 below: 

 

Principle 1: Review and Categorisation 

When a project is proposed for financing, the EPFI will, as part of its internal social and environmental 

review and due diligence, categorise such project based on the magnitude of its potential impacts and 

risks in accordance with the environmental and social screening criteria of the International Finance 

Corporation (IFC). 

 

Principle 2: Social and Environmental Assessment 

For each project assessed as being either Category A or Category B, the borrower has conducted a Social 

and Environmental Assessment (“Assessment”) process to address, as appropriate and to the EPFI’s 

satisfaction, the relevant social and environmental impacts and risks of the proposed project. The 

Assessment should also propose mitigation and management measures relevant and appropriate to the 

nature and scale of the proposed project. 

 

Principle 3: Applicable Social and Environmental Standards 

For projects located in non-OECD countries, and those located in OECD countries not designated as High-

Income, as defined by the World Bank Development Indicators Database, the Assessment will refer to the 

then applicable IFC Performance Standards and the then applicable Industry Specific EHS Guidelines. The 

Assessment will establish to a participating EPFI’s satisfaction the project's overall compliance with, or 

justified deviation from, the respective Performance Standards and EHS Guidelines. 

 

Principle 4: Action Plan and Management System 

For all Category A and Category B projects located in non-OECD countries, and those located in OECD 

countries not designated as High-Income, as defined by the World Bank Development Indicators 

Database, the borrower has prepared an Action Plan (AP) which addresses the relevant findings, and 

draws on the conclusions of the Assessment. The AP will describe and prioritise the actions needed to 

implement mitigation measures, corrective actions and monitoring measures necessary to manage the 

impacts and risks identified in the Assessment. Borrowers will build on, maintain or establish a Social and 

Environmental Management System that addresses the management of these impacts, risks, and 

corrective actions required to comply with applicable host country social and environmental laws and 

regulations, and requirements of the applicable Performance Standards and EHS 



Guidelines, as defined in the AP. For projects located in High-Income OECD countries, EPFIs may require 

development of an Action Plan based on relevant permitting and regulatory requirements, and as defined 

by host-country law. 

 

Principle 5: Consultation and Disclosure 

For all Category A and, as appropriate, Category B projects located in non-OECD countries, and those 

located in OECD countries not designated as High-Income, as defined by the World Bank Development 

Indicators Database, the government, borrower or third party expert has consulted with project affected 

communities in a structured and culturally appropriate manner.4 For projects with significant adverse 

impacts on affected communities, the process will ensure their free, prior and informed consultation and 

facilitate their informed participation as a means to establish, to the satisfaction of the EPFI, whether a 

project has adequately incorporated affected communities’ concerns. 

In order to accomplish this, the Assessment documentation and AP, or non-technical summaries thereof, 

will be made available to the public by the borrower for a reasonable minimum period in the relevant 

local language and in a culturally appropriate manner. The borrower will take account of and document 

the process and results of the consultation, including any actions agreed resulting from the consultation. 

For projects with adverse social or environmental impacts, disclosure should occur early in the 

Assessment process and in any event before the project construction commences, and on an ongoing 

basis. 

 

Principle 6: Grievance Mechanism 

For all Category A and, as appropriate, Category B projects located in non-OECD countries, and those 

located in OECD countries not designated as High-Income, as defined by the World Bank Development 

Indicators Database, to ensure that consultation, disclosure and community engagement continues 

throughout construction and operation of the project, the borrower will, scaled to the risks and adverse 

impacts of the project, establish a grievance mechanism as part of the management system. This will 

allow the borrower to receive and facilitate resolution of concerns and grievances about the project’s 

social and environmental performance raised by individuals or groups from among project-affected 

communities. The borrower will inform the affected communities about the mechanism in the course of 

its community engagement process and ensure that the mechanism addresses concerns promptly and 

transparently, in a culturally appropriate manner, and is readily accessible to all segments of the affected 

communities. 

 

Principle 7: Independent Review 

For all Category A projects and, as appropriate, for Category B projects, an independent social or 

environmental expert not directly associated with the borrower will review the Assessment, AP and 



consultation process documentation in order to assist EPFI's due diligence, and assess Equator Principles 

compliance. 

 

Principle 8: Covenants 

An important strength of the Principles is the incorporation of covenants linked to compliance. For 

Category A and B projects, the borrower will covenant in financing documentation: 

a) to comply with all relevant host country social and environmental laws, regulations and permits in all 

material respects; 

b) to comply with the AP (where applicable) during the construction and operation of the project in all 

material respects; 

c) to provide periodic reports in a format agreed with EPFIs (with the frequency of these reports 

proportionate to the severity of impacts, or as required by law, but not less than annually), prepared by 

in-house staff or third party experts, that i) document compliance with the AP (where applicable), and ii) 

provide representation of compliance with relevant local, state and host country social and environmental 

laws, regulations and permits; and 

d) to decommission the facilities, where applicable and appropriate, in accordance with an agreed 

decommissioning plan. 

Where a borrower is not in compliance with its social and environmental covenants, EPFIs will work with 

the borrower to bring it back into compliance to the extent feasible, and if the borrower fails to re-

establish compliance within an agreed grace period, EPFIs reserve the right to exercise remedies, as they 

consider appropriate. 

 

Principle 9: Independent Monitoring and Reporting 

To ensure ongoing monitoring and reporting over the life of the loan, EPFIs will, for all Category A 

projects, and as appropriate, for Category B projects, require appointment of an independent 

environmental and/or social expert, or require that the borrower retain qualified and experienced external 

experts to verify its monitoring information which would be shared with EPFIs. 

 

Principle 10: EPFI Reporting 

Each EPFI adopting the Equator Principles commits to report publicly at least annually about its Equator 

Principles implementation processes and experience, taking into account appropriate confidentiality 

considerations. 

 


