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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.l 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 (EPFls) 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 projectaffected 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
I project finance is "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. This type of financing is usually for large, complex and
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infrastructure, environment, and telecommunications infrastructure. Project finance may take the form of financing of the
construction of a new capital installation, or refinancing of an existing installation, with or without improvements. In such
transactions, the lender is usually paid solely or almost exclusively out of the money generated by the contracts for the

the electricity sold by a power plant. The borrower is usually an SPE (Special Purpose Entity) that is
not permitted to perform any function other than developing, owning, and operating the installation. The consequence is
that repayment depends primarily on the project's cash flow and on the collateral value of the project's assets." Source:

facility's output, such

as

("Basel
Bosel Committee on Banking Supenision, International Convergence of Capital Measurement and Capital Standards

ll"), November 2005. http://wwrv.bis.orelpubl/bcbsLL8.htm.
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