Sustainable Development : An Indian Perspective
and
Role of Banks

Presentation
by
National Institute of Bank Management
Pune, INDIA

1. Introduction
2. Global Deal New Deal
3. India & Sustainability : Challenges
A. Policy Framework & Stance to Global Green Initiatives
4. India & Sustainability in the Context of Forest, Bio- Sphere Reserves
(as carbon-sink), Bio-Diversity, Costal Zone Management, etc.
5. Banking & Sustainability
6. Opportunities for Banking
(Indian Environment Market/Opportunities)
7. Perspective of Indian Banks -- Opportunities
8. Risks for Banking
9. Perspective of Indian Banks – Risk Management
10. NIBM - IFC - ADB Program on Sustainable Finance
11. Direction for Future Work

“No species has changed the environment of the earth as
much and as fast as human beings. As more and more life
forms become endangered, it is time to get to know our
environment more closely so that we can protect it better”
– Global Warming, M S Sirohi& Pallavi Sah (eds)

A recent research paper commissioned by UNEP argues that an
investment of 1% of Global GDP over the next two years could
provide the critical mass of green infrastructure needed to seed
a significant greening of the global economy. At 1% of global
GDP it is only fourth of the total size of stimulus packages that
are given in favour of reviving the “ brown economy”.

Perhaps it is more now than ever that we need to set aside the
misconception in India that there is a trade-off between
economic

development

and

environmental

stewardship.

Sustainable and inclusive growth requires close coordination.

Global Green New Deal


Global Green New Deal (GGND) is a set of globally coordinated
large scale stimulus packages and policy measures that will bring
about recovery in short term and sustained growth in the medium
to long term.



Broadly, GGND will address three issues, Targeting fiscal stimuli
sectorally from the stimulus packages, Concentrating on domestic
reforms to enable success of green investments, and Reforms
needed to international policy architecture and coordination to
enable and support national initiatives.



It also looks into some “quick wins” on the employment and
growth front like Energy Efficient Buildings, Sustainable Energy,
Sustainable Transport, Freshwater, Ecological Infrastructure,
Sustainable Agriculture and to enable International Finance and
Banking participate through Vulnerability Funds and by converting
failed investment banks into National Development Banks.

India and GGND


India contributes approximately 4.6% in PPP terms to Global Economy
but is already considered as a fast rising economy aggregating nearly
5.8% GDP growth despite contracting Global Economy.



In terms of the GHG intensity of the economy, in Purchasing Power
Parity terms, India emitted a little above 0.4 ton CO equivalent per 1000
US dollars in 2002, which is lower than the global average. In terms of
primary energy use, India's share of renewable energy (being a non
GHG emitting energy form) at 36 per cent is far higher than
industrialized countries can hope to reach in many decades.



India’s average annual greenhouse gas reduction is pegged at 33.21
million credits or nearly 13 per cent of global annual reduction average
of 257.28 million, according to the UN Framework Convention on
Climate Change Data.



There is a global market of USD 200 billion for Clean Development
Mechanism (CDM) to be traded by December 2012, out of which, India
could have a share of at least 15-35 per cent.

Indian Environment Market


The Indian environment market is burgeoning with increasing
environmental awareness and enforcement of environment related
legislation.



The Ministry of Environment and Forests (MoEF) has sanctioned an
outlay for Rs. 15 bn in the Eleventh Five Year Plan.



Of this, an amount of Rs. 6.17 bn is allocated for Ecology and
Environment.



The private sector market share is expected to be much larger and
growing at 15% promising good opportunities to both domestic and
foreign companies.

India and Sustainability : Key Challenges


A diverse developing society such as India provides numerous
challenges in the economic, social, political, cultural, and
environmental arenas.



The key environmental challenges that the country faces relate to the
nexus of environmental degradation with poverty in its many
dimensions, and economic growth.



The proximate drivers of environmental degradation are population
growth, inappropriate technology and consumption choices, and
poverty, leading to changes in relations between people and
ecosystems, and development activities such as intensive
agriculture, polluting industry, and unplanned urbanization.



However, these factors give rise to environmental degradation only
through deeper causal linkages, in particular, institutional failures,
resulting in lack of clarity or enforcement of rights of access and use
of environmental resources, policies which provide disincentives for
environmental conservation (and which may have origins in the fiscal
regime), market failures (which may be linked to shortcomings in the
regulatory regimes), and governance constraints.

To sum up, there are Four Major Challenges confronting our
country :


The problems of citing environmentally unfriendly facilities,
otherwise known as the NIMBY (not-in-my-backyard) or NIABY
(not-in-anybody’s-backyard) syndrome;



The problem of accumulating wastes or garbage disposal;



Trans-boundary pollution; and



The problem of neglecting environmental intangibles in decisionmaking.

Regulatory Framework in India


The National Environment Policy (NEP), 2006 is intended to be a
statement of India's commitment to making a positive contribution
to international efforts. This policy is a response to India’s national
commitment to a clean environment, mandated in the Constitution in
Articles 48A and 51A(g), strengthened by judicial interpretation of
Article 21.


EP Act


EIA Notification



CRZ Notification



Hazardous Waste Rules



MSI Hazardous Chemicals Rules



Water Act & Rules



Air Act and Rules



Forest Conservation Act







Health and Safety


Factories Act



Public Liability Act



Boiler Act

Social


Land Acquisition Act



Resettlement Policy



Public Hearing Notification (Under EP Act)

India also plays an important role in several significant
international initiatives concerned with the environment. It is a
party to the key multilateral agreements, and recognizes the
interdependencies among, and trans-boundary character of,
several environmental problems.

India’s National Action Plan on Climate Change


Released by Dr Manmohan Singh, Prime Minister of India, on
June 30, 2008.



To mitigate climate change the Plan has envisaged the following
eight missions :


National Solar Mission



National Mission for Enhanced Energy Efficiency



National Mission for Sustainable Habitat



National Water Mission



National Mission for Sustaining the Himalayan Ecosystem



National Mission for a Green India



National Mission for sustainable agriculture



National Mission on Strategic Knowledge for Climate Change

India and Sustainability


Land Degradation : The degradation of land, through soil erosion,
alkali-salinization, water logging, pollution and reduction in organic
matter content has several proximate and underlying causes like
loss of forest and tree cover, unsustainable grazing, excessive use
of irrigation, improper use of agricultural chemical wastes for
domestic fuel and disposal of industrial and domestic wastes on
productive land.



Desert Ecosystems : The arid and semi-arid region of India covers
127.3 mha (38.8%) of India's geographical area and spreads over 10
states. The Indian desert fauna is extremely rich in species diversity
of mammals and winter migratory birds. However, the pressures of
a rapidly increasing population on the natural resources coupled
with land degradation affect desert ecosystems.



Forests and Wildlife : The principal direct cause of forest loss has been
the conversion of forests to agriculture, settlements, infrastructure, and
industry. In addition, commercial extraction of fuelwood, illegal felling,
and grazing of cattle has degraded forests. Several charismatic species
of wildlife in India embody “Incomparable Values”, and at the same time,
comprise a major resource base for sustainable eco-tourism.
Conservation of wildlife, accordingly, involves the protection of entire
ecosystems. However, in several cases, delineation and restricting
access to such Protected Areas (PAs), as well as disturbance by
humans on these areas has led to man-animal conflicts.



Government of India have decided to set up designated Biosphere
Reserves such as the Kachchh area of Gujarat based on a project
document prepared by the State.
Government of Gujarat. Similar reserves are created in Himalayas,
Nilgiris and Deserts of India.



EIA has become mandatory for large projects preventing land and forest
degradation.

India and Sustainability


River and Mountain Systems : According to the Third Assessment
Report of the Intergovernmental Panel on Climate Change (IPCC, 2001)
almost 67% of the glaciers in the Himalayan mountain range have
retreated in the past decade. Available records suggest that the
Gangotri glacier is retreating by about 30 meters per year. Although
the rivers possess significant natural capacity to assimilate and render
harmless many pollutants, the existing pollution inflows in many cases
substantially exceed such natural capacities.



Groundwater : The water table has been falling rapidly in many areas
of the country in recent decades. This is largely due to withdrawal for
agricultural, industrial, and urban use, in excess of annual recharge.



Wetlands : Wetlands also provide freshwater for agriculture, animal
husbandry, and domestic use, drainage services, and provide
livelihoods to fisher-folk. Larger wetlands may also comprise an
important resource for sustainable tourism and recreation. Wetlands
are under threat from drainage and conversion for agriculture and
human settlements, besides pollution.



NEP 2006 has set up a regulator to look after River Systems, Groundwater
and Wetlands.



Coastal Ecosystem : Coastal environmental resources comprise a diverse set of
natural and manmade assets, including mangroves, coral reefs, estuaries, coastal
forests, genetic diversity, sand dunes, geomorphologies, sand beaches, land for
agriculture and human settlements, coastal infrastructure, and heritage sites. India
has a coastline of about 7500 km, of which about 5400 km surround the
mainland. The remaining 2100 km includes the shoreline of the Lakshadweep
and the Andaman and Nicobar Islands. With nearly 250 million people, or
around 20% of the population living within a distance of 50 km of the
shoreline, the population density of coastal areas (432 persons per square
kilometer is significantly higher than that of the country as a whole. Indian
Government has passed Coastal Zone Management Act and has set Integrated
Coastal Zones which act as buffers between sea and land.



Conservation of Biodiversity, Traditional Knowledge and Natural Heritage
through National Biodiversity Action Plan.



The Government has drafted guidelines for reuse and recovery of e-waste as
well.

Perspective of Indian Corporate
(CDP India Corporate Response)


Indian companies realize that climate change is a serious issue
that is likely to impact their business and financial performance,
market and customers.



Some proactive companies have already started incorporating
policies and decisions which will lower their carbon emissions.
However very few companies are involved in active accounting of
GHG emissions.



Companies are however not yet prepared for predicting their
future emissions and they also do not incorporate the costs of
future emissions into capital investment decisions.



In addition to this, businesses may be faced with capital
requirements to successfully adapt to their dynamic legal
environment. One such example is the Automobile sector,
wherein regulatory policies such as the integration of CNG
technology within public transport, are making it mandatory for
car manufacturers to seek out additional finances.



There are companies in India, which make non-financial
disclosures. Among banks in India, ABN Amro Bank was the first
to put out a ‘sustainability report’ recently. It includes key
indicators on the bank and its subsidiaries’ environmental (like
paper, water and electricity usage) and social governance
performance. Other companies, which issue sustainability
reports, include ITC, Tata Tea, Dr Reddy’s and Reliance.

Banking and Sustainability
The idea that financial institutions manage their business in such a way
that transactions are :
•
•
•

Financially Sound
Environmentally Sustainable
Socially Sustainable

Implies
•

Better Risk Management

•

Identification of New Business Opportunities

Opportunities for Banking Institutions

Indian Environment Market /Opportunities


Key Market Areas
 Water and Waste Water Treatment
 Waste Management and Reuse
 Hazardous Waste Management
 Transport and Alternate Fuel
 CNG
 Hydrogen/ Fuel cells
 Hybrid vehicles
 Green Building
 Air Pollution Control
 Renewable Energy
 Wind
 Solar
 Biomass
 CDM Projects
 Eight Missions of India's National Action Plan on Climate Change also
include Solar Energy, Energy Efficiency, Sustainable Habitat, Water,
Sustaining the Himalayan Ecosystem,
Green India, Sustainable
Agriculture and Sustainable Knowledge for climate change

Water Treatment


Overview


There is increasing pressure on
availability and quality of water for
drinking, agricultural & industrial
use.



Water requirements of industries
has grown 40 times.



Agricultural sector uses 85
percent of the available fresh
water




Inefficient irrigation wastes
50-80 percent

Cities generate 20 million cu.m
per day of sewage


Only 1/10th is treated

Water Treatment


Opportunities


Water technologies represent a
significant portion of environmental
opportunities in India.



Market worth more than $1 billion
comprising of :


water provisioning



municipal water treatment



industrial water treatment



15-20 percent annual growth.



Key opportunities in :





Infrastructure-transmission and
distribution networks for water



Sanitation, Chemical (disinfection)
and Non-chemical treatment



Membrane technology

Industrial opportunities :


Pulp & Paper, Chemical and
Petrochemical, Distilleries,
Tanneries, Dyes and Intermediates

Water Treatment


In 2006, Tirupur (Tamil Nadu) water system
– the first public-private partnership project
in the history of India’s water sector –
gained a distinction in the industrial
category of the Global Water Awards.



The project involved the construction of
two new treatment works, ultimately
providing the area with a daily supply of 185
million litres of potable water and the
capacity to treat 30 million litres of
domestic sewage.



Other examples include RIL–PG which is
the first organization to use a combination
of EGSB and UASB for PTA waste water
treatment. Coca Cola’s unit at Bidadi, which
has taken steps for water conservation at
Bidadi by rooftop rainwater harvesting
programmes. Similar programmes are
executed by Pepsico at Palakkad Kerela.

Solid Waste Management & Reuse


Overview




Quantity of waste from Class 1 cities


30Mt municipal solid waste/year



4,400 million m3 sewerage/year

Industrial sources of waste include :


Tannery (lime sludge), Distillery,
industry, Sewage, Slaughterhouse



Tapioca
sludge)



Poultry droppings, Vegetable market, Thermal
power stations (coal ash)



Steel mills (blast furnace slag and steel melting
slag), Aluminum, zinc and copper smelters (red
mud and tailings)



Sugar industries (press mud), Fertilizer and
allied industries (gypsum)



Ship breaking (ceramic tiles, glass wool,
insulation
material,
asbestos
sheets,
thermocol, plastics, fiber-glass, linoleum)

processing,

Paper

industry

Starch
(lime



Waste generated is expected to increase.



Incineration considered unsuitable due to high
moisture content of waste. Mostly disposed in
landfills.

Solid Waste Management & Reuse


1,700 MW potential from waste


1,000 MW urban/municipal waste



700 MW industrial waste



Potential expected to reach 2,500 MW by 2007 due
to increase in waste generated



Municipalities lack finance and technology



Programs of Ministry of Non-Conventional Energy
Sources





National energy recovery program from urban
and industrial waste



UNDP/GEF-assisted project focusing on the
development of a high rate biomethanation
process. Objective to reduce GHG emission
levels

Projects ranging from 1-11MW :


Power produced from distillery (Faizabad,
Ankleshwar, Raisen, Belgaum, Solapur)



Power from biomethantaion (Lucknow, Nagpur)



Power from municipal solid waste (Hyderabad,
Vijaywada, Mumbai)

Hazardous Waste Management


Overview






7.2 million tonnes / year generated :


1.4 million tonnes are recyclable



0.1 million tonnes are incinerable



5.2 million tonnes are destined for
disposal on land

Sources of hazardous waste generation :


Medical and pharmaceuticals, Scrap
recycling (ship breaking industry)



Asbestos, Paints and dyes, Caustic
soda producers, Pesticides and
fertilizers



Petroleum and petrochemicals,
Inorganic chemicals



Mining extraction, general engineering

Hazardous waste market worth $52 million
in 2003 with annual growth of 7 percent until
2010.

Hazardous Waste Management


India is a signatory to three conventions :


Basel Convention - transboundary movement



Rotterdam
consent



Stokholm Convention
Pollutants

Convention

– prior informed

– Persistent Organic



Negative attention is a driver for change



Strong enforcement of rules



116 incinerators and 11 secure landfills



An additional 74 sites identified



Several projects to regulate storage, treatment
and disposal of hazardous wastes :


Hyderabad
(Australia)

Waste

Management

Project



Technical Co-operation Project to develop
hazardous waste management infrastructure
in Karnataka (Germany)

Transportation & Alternate Fuel


Overview


40 million vehicles on Indian roads


76 per cent two wheelers (many two stroke
engines)



Surge of private transportation and commercial
trucks. 5-7 per cent annual growth anticipated until
2020.



Transport sector consumes 50 percent of petroleum
products.



Alternative fuels can increase energy supply and
reduce dependence on fossil fuel.



11 cities mandated by Supreme Court to switch public
transport to environmentally friendly fuel.



Causes of transportation pollution in India :


Poor condition of vehicles



Inefficient vehicles (two-stroke engines)



Low-quality fuel



Concentration of vehicles



Large quantity of vehicles

Transportation & Alternate Fuel


CNG
 Highly cost competitive fuel.
 Natural gas is lead/ sulphur free. Emission
tests by GAIL report significant reduction in
CO, HC, etc.
 But high cost of setting up fueling
infrastructure is a barrier. Mega CNG Station
at Patparganj, Delhi cost Rs 135 million.
 Adoption issues such as limited natural gas
allocation, uncertainty about conversion of
vehicle, non-indigenous technology, low
storage capacity.





High investment, higher maintenance cost of
CNG vehicles.
Only around 300 CNG stations operative in
India, mostly in New Delhi, Mumbai & Gujarat
Need to raise cost of CNG to recuperate the
investment.
Financial incentives required for sustaining
use.

Transportation & Alternate Fuel


Hybrid Electric Vehicles
 Uses two or more distinct sources of
power.
 High initial cost, low lifetime cost, fuel
consumption.
 Commercialized models as Toyota Prius
 In India electric three wheelers are in
advanced stage of commercialization.


Government of India is supporting the
development of electric vehicles :
 supported R&D – development of
vehicles and vehicle components
demonstration program for electric
three wheelers (Agra)
 demonstration
program for 20
battery operated cycle rickshaws
(NARI, Phaltan)
Targeted users include public transport
system, urban service industries, service
sectors, and government.




Green Building


Overview


India's construction industry estimated to be
of the size of more than
Rs. 10, 000 bn
in Eleventh Five Year Plan contributes to 8.5
percent of GDP.



Building sector is the third largest consumer
of energy. Energy consumption is expected
to grow at rate of 4.3 percent (exceeds 1.3
percent population growth rate).



Green buildings have the potential to save
30-40 percent energy.



Estimated potential worth of green building
market is US$ 4,000 million by 2010


US $ 400 million for LEED buildings



Energy savings upto 50%



Water savings upto 35%



SBI announces 10 bps concession towards
financing of green buildings on the occasion
of World Environment Day.

Green Building






MNRE’s (Ministry of New And Renewable Energy)
Griha, its green building rating system, will be
launched in South India early next year. Griha focuses
on passive architectural strategies or designs that suit
the Indian climate. MNRE adopted Griha in November
2007, and launched it in North India. Now, it plans to
use Griha in the South.
Design
 Composting toilets, Waterless urinals
 Low
VOC
(Volatile Organic Compounds)
adhesives & sealants
 CRI (Carpet and Rug Institute) certified carpets
 FSC (Forest Stewardship Council) certified wood
 High albedo roof paints
 BIPV (Building Integrated Photovoltaics)
 CTI (Cooling Tower Institute) certified cooling
towers
Building Material
 Fly-ash cement and blocks, Recycled aluminum
and steel
 Low VOC paints, Recycled tires
 High efficiency chillers, Building controls
 Green roofs, Recycled wood, Recycled tiles

Air Pollution Control




Air pollution control, monitoring and testing market :


10 percent of environmental market



Rapidly growing market driven by strict emission
standards for the transportation sector

Urban air pollution


52-67 percent transportation sources



25-46 percent industrial sources



60 percent of air pollution control equipment supplied
by domestic suppliers.



Annual suspended particulate matter emissions







20 million tons/year from industrial applications



60 million tons/year from thermal power plants

National Ambient Air Monitoring Program


Central and State Pollution Control Boards



290 stations in 92 cities

Andhra Pradesh Pollution Control Board is expected
to propose a phase out of all old vehicles that are 15years old or more.

Renewable Energy


Energy requirement (Peak MW) 2007 - 115705
212725

2017 -



By 2012, capacity addition of 22900 MW identified for
private sector



Coal based generation around 55%, Lowering
indigenous coal quality & Increasing Imports



Oil based generation around 36%



Gas based generation around 10%



Saving potential 9240 MW. Investment required US$ 3
bn.



India has a vast supply of renewable energy resources



122000 MW potential capacity, 8200 MW installed
capacity



Growth to 10% additional installed capacity till 2012



Key drivers for renewable energy:


Large untapped potential



Demand-supply gap



Concern for environment



Need to strengthen India’s energy security



Pressure on high-emission sectors from their
shareholders



Solution for rural electrification

Energy Efficiency


About 60% of India's greenhouse gas
emissions come mainly from the use of
coal which has a high fly ash content.
8.5% growth in coal based plants this
fiscal. Hydro accounts for only 12%.



Despite the growth of renewable energy

– solar, wind and biomass – in the
country, not much of it reaches the
power grid, which transfers electricity
across long distances. Only 14 out of 28
states have set quotas for sourcing
renewable energy for their grids.

Renewables
Currently only 8% of power capacity from renewables
GoI thrust on renewable resources – fiscal and other incentives
including 5% mandated power purchase – 18,000 MW capacity by 2012
Issues include hi-capex, technology – low efficiency, low avg. PLF, etc

Vast Potential
Source

Capital Cost
Crs of Rs/MW

Estimated cost of
generation
Rs/KwH

Installed Capacity
MW

Potential
MW (Up to 2032)

Small Hydro power
(up to 25 MW)

5.00 – 6.00

1.50 – 2.50

1,975

15,000

Wind Power

4.00 – 5.00

2.50 - 3.50

6,053

45,000

4.00

2.50 – 3.50

913

62,000

3.5

2.50 – 3.00

574

5,000

Energy from waste

2.5 – 10.0

2.50 – 7.50

151

5,000

Solar Photovoltaic

8 - 10

~8.00

191

20 MW/sq. km.

Bio Mass power
Bagasse
Co-generation

Max Potential – Biomass, Wind Power
Suitable for Distributed Generation
Source: CRISIL, MNES, Infraline

Renewable Energy - Wind


Overview


Significant potential: 45,000 MW however only
5300 MW installed



Many are below 750 kW with newer machines in
the range of 600 kW – 1,250 kW



Centre for Wind Energy Technology is a centre of
excellence for technical data



208 potential sites identified



65 MW demonstration projects at 30 locations



States with strong potential : (potential MW/
installed MW)


Andhra Pradesh (8,275/93), Gujarat (9,675/
173)



Karnataka
(5,500 / 23)



Maharashtra (3,650/401), Orissa (1,700/1)



Rajasthan (5,400/61), Tamil Nadu (3,050/ 990),
West Bengal (450/1)

(6,620/124),

Madhya

Pradesh

Renewable Energy - Biomass


Overview


India is very rich in biomass producing 350 MT of agroresidues per annum



According to IREDA 19,500 MW Potential


3,500 MW from bagasse-based cogeneration



33 projects with installed capacity of 470 MW of
which 370 MW already commissioned



16,000 MW from surplus biomass
38 projects with installed capacity of 250 MW of
which 193MW already commissioned





States with most potential:


Andhra Pradesh (200 MW), Bihar (200 MW), Gujarat
(200 MW)



Karnataka (300 MW), Punjab (150 MW), Tamil Nadu
(350 MW)



Maharashtra (1,000 MW), Uttar Pradesh (1,000 MW)

Taluka-level biomass resource assessment program


To cover 500 talukas



475 studies allocated in 23 states

Renewable Energy - Solar


4-7 kWh/m2 daily average solar energy incidence,
250-300 sunny days, 5,000 trillion kWh per year solar
radiation



Potential:


Solar Thermal Power Generation - 35 MW per
Sq. Km



Solar Photovoltaic Power Generation - 20 MW
per Sq. Km



Potential for 140 million square meters. Only 3
million square meters developed



Aggregate Capacity 50 MW



2,490 kW installed grid-interactive solar photovoltaic
power projects


Grid connected PV power market still at
technology demonstration stage



India is an exporter of PV modules (10MW in 2001
exported)



TERI's Light a Billion Lives scheme that aims at solar
powering villages across India. So far, nine villages
in Rajasthan, 16 in Orissa, 16 in West Bengal, two in
Haryana, two in Assam and three in Jharkhand have
benefited from the project

CDM Projects under Kyoto Protocol
Potential Sectors


Any activity that would aid in reducing the emission of GHGs or
conserve energy are eligible to be registered as a CDM project
under the Kyoto Protocol.



Every individual and every organization can contribute to emission
reduction

Major Industrial Activities


Electric power generation



Renewable energy



Energy efficiency



Transport



Mining



Waste management

Others


Forestation /Reforestation



Agriculture



Household Sector

Electric Power Generation
•

Integrated gasification combined
cycle

•

Cogeneration and combined cycle
(electricity
and
steam
are
produced together)

•

Supercritical thermal plants

•

Fluidized bed combustion

•

Fuel
switching
generation

in

power

Renewable Energy


Wind energy



Biomass
power
including
cogeneration (e.g., 7.8 MW biomass
power plant in Rajasthan that uses
mustard crop residue)



Bagasse fired cogeneration plants



Hydropower (e.g., Allain Duhangan
Hydroelectric
project,
Himachalpradesh, 192 MW project
under
construction.
5
lakh
CERs/year would be generated)



Solar power

Energy Efficiency


Waste heat recovery



Energy efficient technologies



Fuel switching

Energy-intensive Industries :


Iron and steel



Metals



Cement



Fertilizer



Pulp and paper

Waste Management


Industrial waste


Waste heat recovery



Liquid waste




Solid waste




Potential Sectors: Starch (maize
and tapioca), Poultry, Slaughter
house, Thermal power, and Sugar.

Agricultural waste




Potential
Sectors:
Dairy,
Distilleries, Starch (maize and
tapioca), Pulp & paper, Sugar,
Tanneries.

Crop residue fired power generation

Municipal waste


Liquid waste (Sewage)



Solid waste (many examples including
Vijayawada,
Rajkot,
Ludhiana,
Chennai, Chandigarh municipalities
have put up power plants that would
use municipal solid waste as fuel)



5 MW power and 75 tonnes per day
biofertiliser from Municipal Solid
Waste of Lucknow city, by M/s Asia
Bioenergy India Ltd., Chennai

Some Examples


HFC23 destruction : Gujarat Fluorochemicals
Ltd



Sugar : Govt of Maharashtra has identified 55
co-op sugar factories for installing bagasse
based cogeneration plants that would produce
1000 MW of power in total



Fly ash classification projects: Dirk India Pvt Ltd



Oil and Gas : Flare gas recovery projects by RIL
and ONGC



Power Industry : Torrent Power Ltd’s 1147.5 MW
Natural gas based combined cycle power
generation



Fertilizer Industry : IFFCO Ltd’s Project for
reduction of steam consumption through
revamping of ammonia plant



Household Sector : Indian Railways has floated
tenders for replacing 26 lakh incandescent bulbs
in around 6.5 lakh residential quarters with CFL.
This would save Rs.100 crore in electricity
charges. Philips-Goldman Sachs has bided for
the same. The cost is expected to be recovered
from the sale of CERs.



Hospitality Industry
Sheraton, Kolkata.

:

ITC

Sonar

Bangla

DIRK mechanical air classifier

Some SME Examples


Vertical shaft brick kilns : Bundle of
kilns in M.P, Orissa, Rajasthan, and
Chattisgarh



Fly ash bricks : India FaL-G Brick and
Blocks Project by Eco Carbon Pvt Ltd.
It is a bundle of 14 projects in
Andhrapradesh. Energy from Biomass
: 3 MW Rice Husk based Cogeneration
Plant at Shri Bhavani Paper Mills Ltd,
Rae Bareily.



Power from livestock waste : 3 MW
Poultry Litter Based Power Generation
Project by SLT Power & Infrastructure
Pvt Ltd, Hyderabad.



Highrate Biomethanation plant for Starch
Industry waste water at M/s Varalakshmi
Starch Industry Ltd., Salem, Tamil Nadu

No. of Projects Registered with CDM EB
as on May 22, 2009
(Total No. of Projects : 1631)
Country
Argentina

No. of
Country
Projects

No. of
Projects

15 Malaysia

46

Armenia

4 Mexico

114

Bangladesh

2 Nepal

2

Bhutan

1 Peru

18

Brazil
Chile

158 Philippines
32 Republic of Korea

27
27

China

553 South Africa

India

425 Sri Lanka

5

24 Tunisia

2

Indonesia
Lao People's
Democratic
Republic

United Republic of
Tanzania
1 Others

15

1
159

Carbon Market


There are organized carbon exchanges
like European Climate Exchange,
Chicago Climate Exchange and Asian
Carbon Exchange. However, CERs are
traded mostly in OTC markets.



MCX has a platform for trading in CER
Futures.



Global carbon market size in 2006 was
around $30 bn (nearly triple the size of
2005). It increased to $64 bn in 2007 and
further to $126 bn in 2008.



CER market size was around $5 bn in
2006, around $12 bn in 2007 and $32.79
bn in 2008.



Average price of CERs in 2005 was $5
and $10.9 in 2006 (Price range was $6.80
- $24.75)



Currently CERs are trading at an average
price of around 12 Euros/CER

Source: www.carbonpositive.net

Perspective of Indian Banks – Opportunities
(WWF, CII–ITC, CDP)


CDM has created opportunities for banks to partake in the carbon
market. Even though there is no direct involvement in carbon
trading under the EUETS, banks such as Yes Bank’s Carbon
Finance Group (CFG) and SBI cite CER sales, upfront carbon credit
financing and the provision of advisory services as additional
sources of business income.



Banking sector respondents also see regulatory opportunities in
financing clean technologies, CDM projects and servicing loans to
the renewable energy sector.



Banks are also promoting financing for renewable energy
equipments. Furthermore, Yes Bank has utilized the regulatory
opportunity to create a Sustainable Investment Bank (SIB),
dedicated to sponsoring environmental initiatives such as CDM
projects and this offers Yes Bank a revenue-generating
opportunity to tackle climate change. Yes Bank also acts as India’s
representative to the Global Environment Fund (approximately US
$ 350 million), which it directly invests into clean energy.



The diversified financials sub-sector also foresees opportunities to grow
their business as a result of climate change. IDFC is continually nurturing
the development of relevant skills required for the implementation of CDM
projects. This will enable it to undertake carbon transactions in a cost
effective manner by mitigating transactional expenses.



As a low emission sector, a majority of the financial sector institutions
did not partake in the measurement of GHG emissions. However, some of
the respondents outlined certain approaches adopted to curtail the
energy consumption of their offices and service outlets, and diminish
wastage of scarce resources such as paper and fuel.



IDFC recognized the importance of environment risk management for the
projects and finance, is especially given in the long gestation period and
potential environmental impacts associated with such projects. In this
regard IDFC is committed to identifying and addressing all short, medium
and long-term environmental risks associated with its activities.

Perspective of Indian Banks – Opportunities
(WWF, CII–ITC, CDP)
Regulatory Opportunities


ICICI assisted Energy Service Company (ESCO) to facilitate urban local
bodies, manufacturing companies, commercial buildings and hospitals
to reduce their energy bills. Up to 40% savings in energy bills of
municipal corporation on street lighting and upto 25% savings in energy
bills in water pumping were made possible by this initiative. ICICI also
brought in cleaner technologies like smokeless cupola based on natural
gas to revive the foundry industry that was closed due to a Supreme
Court.



HDFC believes that their clients will be likely to require additional capital
investment to meet the regulations or a risk as regulations may create
hardships for companies that are not geared for such changes.

Physical Opportunities


Yes Bank is actively involved in the Indian CDM market, offering project
financing, carbon advisory, financing against Emissions Reductions
Purchase Agreement (ERPA) and assistance with CER sales through its
Carbon Finance Group.

General Opportunities


ICICI sees this as a business opportunity where we could
encourage the industry to promote energy efficiency, reduce
pollution and contribute towards a cleaner and sustainable
environment and at the same time, earn carbon credits. Under its
“Zero Emission Initiative”, ICICI Bank has taken steps to promote a
cleaner urban environment by providing concessional assistance
to projects that endeavour to manufacture vehicles with zero
emissions.



State Bank of India stresses on financing companies adopting
energy efficiency measures and clean and renewable technologies
is a promising opportunity. New products like weather derivatives,
upfront financing of carbon credit receivables, carbon credit
delivery guarantee etc would increase demand and add to
business income.

Perspective of Indian Banks – Opportunities
(WWF, CII–ITC, CDP)
GHG Emissions Accounting
The principles are: Relevance, Completeness, Consistency,
Transparency and Accuracy.


ICICI Bank has taken steps to ensure that its own buildings are
energy efficient, leading to substantial reduction in energy
savings and therefore, GHG emissions. The measures adopted in
the corporate building, ICICI Bank Towers in Mumbai includes
installation of energy efficient and non-CFC chillers, electronic
ballasts for lighting system and capacitor banks. Energy
conservation measures taken up at this building alone have
helped us to save over 3 million units (kWh) per year compared to
2002, the year e-save measures were started.

Energy Cost and Consumption


HDFC has emphasised an Annual energy reduction target of 5%
through tighter control of building management and use of
innovative lighting products. It has reduced paper consumption
per head by 15%.

Governance & Communications


In Yes Bank Both the Board of Directors and the Management
Committee take into account the work being done; evaluate the
process in which new and innovative technology can be put in
place within the bank to reduce our carbon footprint.



IDBI Bank has created a team working on climate change and carbon
credits/emission trading advisory. It facilitates all the services related to
carbon credit market viz. Funding of the CDM projects, Advisory Services
for Trading of CERs and VERs, Upfront Financing Against the Carbon
Credits/Carbon Credits Receivables and factoring the carbon credit
receivables in project appraisal, and Services for Programmatic CDM.



The bank is working in close co-operation with World Bank for the India
Chillers Energy Efficiency Project (ICEEP).



IDBI Bank has been active in financing of projects based on environment
friendly technologies viz. renewable energy based projects (wind, hydro,
biomass etc.). The bank has also financed many sugar co-generation and
waste heat recovery projects.



Indian Banks Association (IBA) has set up a working group to facilitate CDM
projects.

Risks for Banking Institutions

Risk Categories in Banking
Credit risks may be caused by the client’s insufficient cash flow :


Escalation of project costs (e.g. delays, additional investments)



Fines, penalties, liabilities



Loss of production capacity (e.g. closure of business)



Low competitiveness, low sales

Liability risks may be caused by :


Obtaining ownership of collateral in the case of a client’s default (e.g.
contaminated sites)



Direct liability in the case of strict lender liability



Class actions if made responsible for negative impacts

Reputational risks may result from :


Local resistance



Consumer campaigns



Governmental investigations



Besides this there may be Regulatory risk, Physical Risks and other
General Risks.

Perspective of Indian Banks – Risk Management
(WWF, CII–ITC, CDP)


Bankers in India feel that risk management vis a vis sustainability
can be through spreading awareness and responsible lending.



SBI’s Green Banking Policy and Yes Bank’s Environment &
Social Policy are two examples of risk management.



While Indian financial institutions perceive no immediate
regulatory risks, banks expressed concern about the indirect effect of
new climate policy regulations on organisations operating in carbon
intensive sectors. However, sudden change in the policy by the
government and the regulatory authorities are likely to affect the
existing asset portfolio to some extent.



The need for informational transparency with regard to GHG
emission disclosures has also been identified as a potential threat to
brand value and reputation by Indian Banks. Liability risks in terms
of non recovery of secured assets due to environmental degradation
are also feared.



Strategies for risk management amongst diversified financial
institutions include re-insurance against natural calamities and
careful consideration of physical risks whilst undertaking
infrastructural projects and expansion of operations.



IDFC has established an Environmental Management and Social
Development Group (EMSD) which uses internal systems and
procedures to ensure that its investments remain environmentally
and socially sustainable in the long run…the organisation is
planning on integrating carbon finance and project finance models
to safeguard itself against any climate-change related impacts on
its revenue stream.



State Bank of India pinpoints potential credit risks and solvency
issues that may arise if new legislations regarding environment are
imposed.



Canara Bank feels that the effects of Government policies on
reduction of emission levels and improving the energy efficiency
may result in the regulator of the Banks modifying guidelines on
financing to related sectors of the economy.

Perspective of Indian Banks – Risk Management
Physical Risks


In terms of physical risk, ICICI Bank believes that their lending to
agricultural sector, besides the industry, is significant and any
adverse effect on crop production is likely to have a significant
effect on lending portfolio.



HDFC Bank believes that customers with business base in flood
prone areas may face damages and rising insurance premium
could impact the bank’s profitability. 70% of Indian population is
still dependent on agriculture and any change in climatic
conditions would directly impact the crop production and
livelihood, which in turn would affect their disposable income and
hence affect our bank’s retail business.

General Risks


HDFC believes that Direct impact of climate change is relatively
small, however if we fail to adequately manage and control the
risks in this area, it may have financial impacts, and more
importantly damage our reputation.



Yes Bank believes that other than severe impact on agricultural
insurance, health insurance, insurance used by building
contractors etc, rapid and unexpected changes in fuel and
commodity prices resulting from storms and typhoons can pose
risk in financial portfolios; prolonged impairment of infrastructure,
access to banking and financial services and timely transactions.



State Bank of India believes that in future, investors would demand
adequate carbon disclosures.

NIBM–IFC–ADB Program on Sustainable Finance


The Sustainable Finance program in India was a collaborative
initiative, jointly funded by the International Finance Corporation,
Washington (IFC) and the Asian Development Bank, Manila (ADB). The
program undertaking policy research and developing training material
to enable building of capacity for sustainable finance within the
financial sector in India. The program included :



Development of India specific case studies highlighting the incidence
of environmental impacts on a project’s viability including real-life
experiences of banks and lending organizations.



Customization of international study material and curriculum provided
by IFC for relevance and localization to issues in the Indian banking
and financial sector.



Development of Competitive Business Advantage (CBA) training submodule for financial institution staff training centers.



Three conferences were organized where top Indian Bankers
participated.

Case Studies
Issues discussed

Name of the
company

Nature of
business

Lessons for bankers

Environmental
Risks: Credit
Liability and
Reputational
Risks for
Lending
Decisions. To be
identified at the
level of single
transaction and
at Portfolio
level.

Agro Chemicals
Industries
Limited*

Organic and
Inorganic
Pigments
and
Pesticides

Nitrate and
Chemical
Company
Limited*

Organic and
Inorganic
Specialty
Chemicals,
Dyestuff

Discussion on:
- How to include the
assessment of above
risks in appraisal and
rating?
- How should the above risks
reflect in Pricing.
- Environmental protection
equipment and other
costs should be reflected
in projected cash flows.

Dirk India

Processing of
Fly ash
from
thermal
plant to a
cement
substitute,
Recycling
Waste

Opportunities: To
identify
opportunities
including
Carbon Credit

-Financing opportunities in
recycling waste
- Appraising new technology
projects and methods of
financing for bankers
-CDM projects and Carbon
Credits

Case Studies
Sustainability: Best
Practices and robust
business models

Lessons for
Sustainability:
Corporate Distress

New India
Pharmaceuti
cal Limited*

Bulk Drugs, moving
up the value chain

Modern
Steels
Limited*

High quality
Industrial grade
steel

West India
Chemical
Company*

Fertilizers and
specialty chemicals

Southern
Paper and
Pulp*

Kraft Paper by
recycling waste.

* Names of companies disguised ( Copyright NIBM – IFC – ADB)

- How can banks price loans
to help companies move
towards sustainability?
- Evaluation of Sustainability
potential using the SDD
framework discussed above.
- Financing Efficiencies –
Energy, Production etc.

- Lack of adherence to
sustainability principles may
result in failure and losses for
banks.
- Monitoring of loan accounts
on sustainability parameters
may signal corporate distress
more effectively.

NIBM–IFC–ADB Project Recommended
Sustainable Due Diligence (SDD)


Today SDD is review of the Bank in considering sustainability
issues as part of a credit decision.



SDD is conducted to identify and quantify the sustainability risks
and opportunities and incorporate ESG issues in credit decisions.



The Bank’s SDD should review the following information pertaining
to a project :


Environmental Impact Assessments



Environmental Audits



Public hearing information



Status of permits



Fines and strictures from regulator



Communication with regulator

Working with Env. and Social Specialists


Banks can consider using consultants for high risk projects.



External experts provide valuable support in assessing the
environmental and social aspects of projects and investments.



Experts may include sector specialists, environmental specialists
and social specialists.

Recording the SDD


The Sustainability considerations should be documented in the
credit decision.



The information should include :


Information collected and site visit findings



Issues considered



Key risks and their implications



Recommendations for :


Client actions to address issues (can be loan covenants)



Bank actions/strategy for investment considering risks



Other risk mitigation measures such as insurance

RBI Circular, December 20, 2007


Circular about Corporate Social Responsibility, Sustainable
Development and Non Financial Reporting.



Sustainable development is advancement of economic
development while keeping environmental and social issues and
bringing these issues in decision making format.



CSR about commitment, clarity and congruence with corporate
values.



NFR is about communication
stakeholders on the above issues.



Sustainable and Responsible Investment Funds can be created.



Banks advised to bring these issues in the decision making
framework and publish the report annually along with their annual
balance sheets.

in

an

open

manner

with

What Banks Need to do Further?


Indian public sector banks including State Bank of India, which accounts
for nearly 75-80 per cent of the total banking business in India, have
played pivotal role in the transformation of the Indian economy since the
era of nationalization. Given its reach, public sector banks uniquely
placed to shoulder the key responsibilities in ensuring sustainable greengrowth of the economy. This can and should become the "new mission"
in the era of GNDD.



As has been highlighted in the write-up, opportunities are galore and so
are the challenges. Banks in private sector, including the new generation
private sector banks who have distinctly proved their inclination and
capabilities in the green transformation process of Indian industries,
would naturally complement achievement of the new mandate, as stated
above.



Though banks/institutions have provided financial assistance to most of
the Indian CDM projects, their direct association with the carbon market
is still limited. An active participation of banking system is key towards
development and growth of the Indian carbon market.



Barriers (legal, regulatory, fiduciary, consumer, etc.) prevent FIs from
investing significantly towards ensuring low carbon climate resilient
economy. Domestic policies needed to incentivize the financial sector,
e.g., allowing Emission Trading by banks and setting up of national fund
and creating a national regulator for the same (IBA recommendation).



Enabling National Policy framework and regulatory guidelines would
facilitate
development of bankable, transparent and internationally
coordinated financing framework to invest and support climate impact
making projects. These efforts would also result in financial benefits to
India under the CDM mechanism.



Setting up of a fund (with participation from major banks) to provide seed
capital, equity support, transaction funding (including development of
new methodology) and other financial support to CDM projects,
particularly those projects which are in SME sector or where CDM
revenues are a very high percentage of the total revenue. Create Social
and Responsible Investment Funds for financing carbon-neutral projects.
Priority sector status for carbon-neutral projects may also be considered.



In the initial stages, public sector banks may like to commit a certain
percentage of their exposure to Green Investments. They should introduce
new products for financing climate friendly technologies and businesses.



Banks should factor environmental risks/climate risks posed by corporate
in credit decisions, not by chance but by choice and adopt climate
friendliness in valuation of assets/businesses and simultaneously consider
putting greenhouse gas emitting projects/sectors under negative list.
Developing models to capture climate related risks is a necessity.



Banks need to highlight opportunities in terms of "green business" while
financing new units in the future and this must become a part of their
project appraisal note.



Though it may be difficult for Indian banks to adopt all international best
practices like Equator Principals, UNEP FI, Collevecchio Declaration, etc,
which will bring ESG guidelines in their credit policy, they need to
benchmark their progress against the same.



Creating awareness among customers about climate change and the
society at large, should be on the agenda to facilitate the transformation
along the lines of GGND. Initiating massive capacity building within banks
is the first logical step towards this process.

NIBM, as an apex institution of Banking in India, is uniquely
placed to play the coordinating role between the Policy
Planners, Indian Corporate and the Banking System and to
drive sustainability in India to achieve the New Aspirations of
the New Global Green New Deal

NIBM Campus and Surroundings in 1980s

NIBM Campus Today

NIBM Campus Today

Did we not do something to add to the mission Global Green New Deal…!!!

Thank You

