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ÅEnvironmental and Social Management System (ESMS) 
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ÅWhat Nepalese Banks will need to do now?
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˅Potential to cause pollution of air, water, 

soil, or damage to plants, or animals

ENVIRONMENTAL RISKS 

˅Potential to cause injuries, losses 

or social injustice to people 

SOCIAL RISKS 

RISKS

˅Potential to cause loss or damage

ÁEmployees ÁNeighbors ÁCustomers

ÁCommunities



Why businesses need to be environmentally and 

socially responsible?
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NON-COMPLIANCE COSTS

MARKET ACCESS

EFFICIENCY/COST SAVING

REPUTATION/MARKET SHARE

Businesses donôt care for the Environment because of the goodness of their heart. 

Caring for the environment is a pure business decision.

Banks should also care about sustainability for pure business reasons



The financial costs of ignoring E&S risks in Hydropower

Å The forced suspension of work on the 2,000MW Lower 
Subansiri hydropower project in 2011 in India, due to protests 
when it was half completed, increased the project cost by 
US$195 million in the initial two and a half year delay alone. 

Å A two year delay on the 50MW Bumbuna project in Sierra 
Leone during final project completion (2005ï2008) was 
assessed as reducing the economic rate of return of the 
project from 42.2 per cent to 28.5 per cent
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Why is Sustainable Finance Important for Banks?

ÅLitigation, shut down leading to increase in NPL

ÅDecrease in the value of collateral and additional 

cost of cleaning up.

ÅDisruption of operation

ÅReputational risk and damage to Brand promise

ÅPressure from investors, government

Å International Commitments: Equator Principle, 

Climate Principles
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Nepal Scenario
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E&S Risk Management(ESRM) Framework
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POLICY
ESRM Guideline

E&S Capacity 

Development
ÅRoles and 

responsibilities

ÅTraining: E learning, 

Webinar

PROCEDURE

E&S risk Assessment

Exclusion List

ESDD

Risk rating

Escalation

Conditions/ Action Plan

REPORTING

ÅAnnual 

Sustainability 

Review

Monitoring E&S risk

Annual review: monitor 

performance

Managing non compliance


