Gap Analysis: BankTrack proposed disclosure items and CIS disclosure framework

Banktrack broadly welcomes the engagement of CIS in the EP implementation process. We also welcome the opportunity to input our thoughts below to the CIS proposal as consistency between NGO and SRI community desires of the EPs will simplify EP bank implementation. Whilst there will necessarily be areas over which our missions differ, we feel that we can all benefit from successful and transparent implementation of the EPs. 

We understand that CIS intends to undertake more consultation with the SRI sector on their proposals and look forward to seeing the results of that. As you will know there will be discussion on our two implementation and reporting frameworks at the February Zurich EP Bank/NGO meeting and before this we expect to receive feedback on our proposals from the EP group.

The Equator Principles disclosure proposals developed by Cooperative Insurance (CIS) 
 and BankTrack are mutually consistent and quite similar. The below comments are general and brief – full details of the extensive Banktrack recommendations on specific points can as you will be ware be found in our January 2004 No U Turn Allowed document
 and our June 2004 Triple P report
.  The proposals call for disclosure of four types of data: 

· Performance data: information on the scope of EP application regarding recent transactions

· Process data: information on banks’ processes and systems to implement the EPs

· Project-level data: information on projects that assist affected communities

· Impact: description of how the EPs has advanced sustainability

Main differences

NGO interest in project-level data

NGOs have placed some emphasis on disclosure of project-level that could be helpful to affected community groups.  For example, the BankTrack proposal covers disclosure of environmental and social loan covenants, and release of EMP compliance reports when requested. It seems clear from our discussions with EP banks that they will move to requiring transparency from their clients rather than being transparent themselves due to legal confidentiality issues. If this is the case then project specific data will be crucial.

Deviations and Non-Compliance

The BankTrack proposal also requests that banks indicate deviations from the EPs, including justification for such deviations.  It also requests information on non-compliance, including loans suspended/ called, including project name, borrower and reason.

While BankTrack addresses the issue of non-compliance through focusing on performance data, CIS approaches this topic through process: Item 1 requests that the bank describe “the reporting process relating to the EMP covenants and how these might be activated in the event of a breach.”

Investor interest in project cycle

Item 1 of the CIS disclosure proposal requests that the bank explain the cycle of a project finance transaction, such as: “how project financing takes place, the timescales over which deals arise, the negotiations between lead arranger and project sponsor ahead of deal signoff, and how lending syndicates function.”  

BankTrack acknowledges that this information may be helpful for users to understand project finance deals.  However, unless such reporting is to apply to every project financed by the bank in the last year, such general information may be more appropriate for the Equator Principles website, rather than as an element of individual banks’ regular Equator reporting.   

Common requests in CIS and BankTrack proposal

Application of EPs

CIS Item 2 (which areas of their business the EPs are applied: an indication of scale, such as total value of lending outstanding, fee income, number of staff affected) and Item 6 (indication of full covenanting to EMP) is very similar to BankTrack’s proposed reporting on General Statistics.  Such General Statistics would include: names of projects, including country and deal size; level and type of financial involvement, indication of whether Principles were applied, and if so their categorization, whether the client in those projects was covenanted to the full EMP, etc) are very similar.

Management and Implementation systems

CIS Item 3, on training systems, is included in BankTrack’s Implementation Systems detailed in our No U Turn Document, which covers appropriate personnel responsible for implementation, training programs, audit processes, etc. 

CIS Item 7 requests information on how banks integrate reputational and environmental credit risk into its general lending process.  Similarly, BankTrack’s disclosure item on Implementation Systems encourages banks to provide contextual information on how EP implementation fits within the bank’s overall management systems.
EP-related bank dialogue or advocacy

CIS Item 6 requests reporting on cases where a bank’s dialogue (pre-signing) with project sponsors resulted in social or environmental improvement.  Similarly, BankTrack’s item on Non-Compliance asks banks to describe dialogue after financial signing to ensure corrective actions in terms of client environmental/social performance.

Areas of agreement

CIS outlined two items that were not explicitly named in the BankTrack proposal, but that BankTrack supports.

Deals not financed

CIS Item 5 addresses number deals declined for Equator and other reasons, as well as the value of those deals. BankTrack did not include this indicator based on discussions with the EP banks in London, but would be very supportive of this indicator. Banktrack would not be happy with this wording however as it implies that there would not be cases where for EP reasons alone a deal was declined. Surely this totally devalues the Eps if it is not seen that there are some cases which EP alone would exclude ability to finance.

Case studies

CIS Item 8 welcomes in the inclusion of case studies, anonymised if necessary.  Although it was not explicitly referenced in the NGO proposal, BankTrack would also welcome the use of case studies as a supplement to basic Equator reporting outlined in its proposal.

� These comments apply both to the CIS Investors Perspective and the Example EP Bank report. 


� http://www.banktrack.org/fileadmin/user_upload/documents/0_BT_own_publications/No_U_turn_allowed.pdf


� http://www.banktrack.org/fileadmin/user_upload/documents/0_BT_own_publications/PPP_report_0406_final.pdf





