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Social and Environmental Risk Response in Lending and Investment

The Group identifi es the “consideration of environmen-
tal and social impact on investment destinations and bor-
rowers” to be of the greatest importance from among 
the Group’s sustainability-related materiality themes. The 

Group has an obligation as a sound fi nancial institution to 
avoid and reduce its risk exposures by taking into account 
how the activities of its investee or lendee companies 
impact the environment and society.

Environmental and Social Considerations in Project Finance
SuMi TRUST Bank is a signatory to the Equator Principles. 
These international guidelines for private-sector fi nancial 
institutions in approving loans for project fi nance etc. are 
to ensure project implementers give suffi cient consider-
ation to impacts on the natural environment and regional 
communities. In the decision-making process for lending, 
banks review the environmental and social risks of projects, 
the country where projects are located, and impacts on the 
environment and society according to sector in arriving at 
a comprehensive risk assessment.

The Equator Principles
The Equator Principles are standards that enable private-
sector fi nancial institutions approving loans for a large-
scale project to confi rm the project pays suffi cient care to 
impacts on the natural environment and regional commu-
nities. Regardless of the country where the project is sited 
or industry, the Principles apply to project fi nance, project-
related corporate loans (PRCL), and bridge loans that are 
intended to be re-fi nanced by a project fi nance or PRCL.
 The Equator Principles are based on guidelines and 
standards concerning environmental and social risk man-
agement established by International Finance Corporation, 

a member of the World Bank Group. These standards and 
guidelines span many fi elds from implementation pro-
cesses for assessing environmental and social risks and/
or impacts, pollution prevention, and consideration for 
regional communities to environmental protections.
 As of December 2017, 91 banks (including export credit 
agencies) from around the world have signed the Equator 
Principles. Signatories require project proponents to comply 
with the Equator Principles. The signatories can refrain from 
providing fi nancing if requirements are not met, particularly 
in the case of large-scale projects in developing countries.

Operational Structure of Equator 
Principles at SuMi TRUST Bank
Operational Structure and Processes for 
Applying Equator Principles
SuMi TRUST Bank has drawn up internal operating rules that 
stipulate procedures for evaluating environmental and social 
impacts, and established policies for protecting the environ-
ment and communities based on the Equator Principles 
framework. Departments and sections responsible for the 
Equator Principles implement evaluations of environmental 
and social impacts relating to individual projects.

SuMi TRUST Bank puts forward its basic stance in view of 
its guidelines concerning ESG issues. Based on the recog-
nition of ESG issues at investee companies and risks that 

could be generated in the future, we engage companies to 
encourage them to improve such issues, and we exercise 
voting rights (for specifi cs, see page 52-55).

Environmental and Social Considerations as Institutional Investors

Systems and Processes for Evaluating Environmental and 
Social Considerations 

Credit supervision departments

Client

Information on
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Application processes: Following internal policies based on pro-
cedures for evaluating social and environmental considerations, the 
Equator Principles Department carries out assessments of environ-
mental and social impacts relating to individual projects.
Implementing environmental and social impact reviews: Reviews 
of the environmental and social impacts of a project proposed by 
developers take into account its industry, the country where it is sited, 
and whether it meets the standards called for by the Equator Prin-
ciples, and from there, a comprehensive risk is judged.
Monitoring compliance: Compliance with important items concern-
ing environmental and social impacts have been refl ected into loan 
agreements, and compliance with these is regularly confi rmed through 
such methods as reports on project compliance status on these fronts.
Company training programs: Regular training sessions are provided 
for employees in departments and sections relating to sales, assess-
ment, and screening to foster a thorough understanding of internal 
operations supporting environmental and social impact reviews and 
raise their awareness about related concepts.
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Types of fi nancial instruments and other criteria including fi nancing size for the application of the Equator Principles

*1 Project finance advisory services
*2 PRCL includes the buyer’s credit-type export financing but does not include the supplier’s credit-type export financing. Furthermore, it does not include asset financing, M&A financ-

ing, hedging transactions, leases, L/C transactions, general funds and general working capital to maintain operations of a company.

Type Application criteria including fi nancing size

Project fi nance All projects with total project capital costs equivalent to USD 10 million or more

FA services*1 Same as the above

Project-Related Corporate 
Loans
(PRCL)*2

PRCL: Project-Related Corpo-
rate Loans

If all four of the following criteria are met:

1. The majority of the borrowing amount is intended for a single project in which the borrower has effective 
control (either direct or indirect) of the project;

2. The total borrowing amount is equivalent to USD 100 million or more;

3. The commitment amounts (at syndication or prior to sell-down) of the individual signatories are equiva-
lent to USD 50 million or more; and

4. The loan term is two years or more.

Bridge loans
Bridge loans with a loan term of less than two years that are intended to be re-fi nanced by a project fi nance 
meeting the above criteria or PRCL

Implementing Environmental and 
Social Impact Reviews
In our processes for assessing project fi nance for projects 
subject to the Equator Principles, we conduct environ-
mental and social impact reviews to confi rm whether the 
response of project implementers in taking into account 
environmental and social impacts satisfi es the standards 
set by the Equator Principles.
 In environmental and social risk/impact reviews based 
on screening forms, the relevant project is categorized into 
one of three categories—A, B, and C as shown below—
refl ecting its environmental and social risks and/ or impacts. 
The Structured Finance Department conducts detailed 
reviews based on environmental impact assessment reports 
that take into account the risk/impact category, the status 
of the country (designated* or non-designated country) 
where the project is sited, and industry. The results of the 
environmental and social risk/impact reviews are sent to a 
credit supervision department, where it devises a compre-
hensive risk assessment based on the review results.
* Designated countries are those countries deemed to have built robust environmen-
tal and social governance, legal systems, and institutional capacity to protect their 
people and the natural environment. Specifics can be viewed at the Equator Principles 
Association’s website.

http://www.equator-principles.com/index.php/ep3/designated-countries

Company Training Programs
In adopting the Equator Principles in February 2016, we pro-
vide multiple training sessions for the employees of sales, 
assessment, screening and other departments and sections 
involved to foster a thorough understanding of Equator 
Principles concepts as well as implementation processes for 
environmental and social risk/impact reviews. Through regu-
lar training programs, we strive to go further to raise aware-
ness regarding environmental and social impacts among 
our employees and deepen their understanding of Equator 
Principles concepts and implementation processes for envi-
ronmental and social risk/impact reviews.

Monitoring Compliance with Equator Principles
As a rule, projects subject to the Equator Principles are 
engaged to submit regular reports in the loan agreement 
stipulating compliance with important items concerning 
environmental and social laws, regulations and rules as well 
as approvals and permits. Based on regular reports submit-
ted by the borrower of the projects, we monitor compliance 
with rules relating to the environment and communities.

Number of Projects Subject to Equator Principles
From October 2016 through end-September 2017, 26 proj-
ects were subject to the Equator Principles.

FY2016*

A B C

— 26 —

Sector A B C

Mining — — —

Infrastructure — 2 —

Oil & Gas — — —

Power — 24 —

Petrochemical — — —

Others — — —

Region A B C

Americas — 2 —

Europe, Middle East, and Africa — 1 —

Asia and Pacifi c — 23 —

Country classifi cation A B C

Designated Country — 26 —

Non-Designated Country — — —

Independent Review A B C

Implemented — 24 —

Not implemented — 2 —

Project Finance Cases

* Transactions subject to the Equator Principles implemented from October 1, 2016 to 
September 30, 2017




