ESG Toolkit Process Snapshot

C4D Partners has developed an ESG Toolkit that helps the Investment Officers to screen (potential)
portfolio companies on ESG aspects and to design Action Plans for investee companies to improve on
ESG and to monitor their progress of implementation.

The excel based ESG Toolkit is developed based on the earlier mentioned internationally accepted IFC
performance standards and methodologies for assessing and screening companies on ESG aspects.
Furthermore, the tooling is designed around the investment process that C4D applies, to safeguard ESG
is embedded in all phases of the investment process (pre- and post-investment).

In this document we would like to share few snapshots of the toolkit explaining step-wise process on
how we use this to conduct the assessment pre- and post-investment.

Step 1: Exclusion List

A B = o] E F G H | J
1 |5 Ne i Description Check (Select) Instructions:
Production or trade in any product or activity deemed 1. After careful analysis of the company,
Local law and regulations and illegal under local laws or regulations or banned as select 'YES' (if applicable) in Column D.
1 |international conventions and per global conventions and agreements, such as 2. If any of Exclusions are marked 'NO" in
agreements certain pesticides, chemicals, wastes, ozone depleting Column D then the company is not eligible for|
s substances, and wildlife or wildlife products. an investment from C4D Partners.
Manufacturing of equipment (including nuclear 3. 5ome of the Exclusions contain a link in the|
- products) primarily designed or primarily designated Description. You are requsted to ensure that
2 |Weapons and munitions for military purposes. you run the initial screening through these
3 links
3 |Forced labour and child Iabour Production or activities involving forced labour or child
4 labour.
Production, use of, or trade in unbonded asbestos
4 |Unbonded asbestos fibres fibres, excluding cement sheeting where the asbestos
5 content is less than 20%.

When a significant source of revenue: the

establishment or operation of casinos or any form of

When a significant source of revenue: pornography or
& |Pornography and prostitution the provision of products or services of a substantially

7 similar nature.

When a significant source of revenue: manufacture or
7 |Tobacco distribution of tobacce or tobacce related products

8 {unless phase-out plan in place).

Production or use of or trade in hazardous materials

) . _ h such as PCBs. This chemical is found in electrical

n_lgh_lv toxic EhE[\’IIEaIS foundin e.g. transformers, waste incineration and chemical and

D'I'f'l!Ed electrical transformers, fertilizer manufacturer. Any electrical transformers in

9 apacitors, etc use which contain PCBs must be phased out by 2025.

5 |Gambling

PCBs: Polychlorinated Biphenyls are

Production or use (including its use in food packaging,
refridgerant, aerosol propellant, fire fighting agents)
or trade in Chlorofluoro Carbon (CFCs), halons (fire
fighting agents) and other ozone depleting substances
% |Ozone depleting substances such as Carbon tetrachloride (found in dry cleaning
agent), Methyl Chloroform (found in metal cleaning
solvent, photographic film cleaning), Methyl Bromide
(found in pesticide) and Bremochloromethane (found
10 in aerosol propellant) subject to international phase-

except for non-hazardous waste destined for recycling.
Hazardous wastes are defined by the Basel Convention
as wastes which are explosive, flammable, toxic or
corrosive. Also covered by the Basel Convention are
those substances that are proscribed as hazardous by

10 |Hazardous wastes
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Process: This is the first step of the process, where we check if the potential investee company is
involved in any sort of activity that is prohibited. If the company falls under any of the exclusions, then
the deal is dropped at this stage.



Step 2: Risk Matrix

1.Go thioughthe it
2

L Category

3 aiuing 3 prop: Coruption
Table 3

5. Youneed ta cpy and paste anly the Fisk Maxia into the CP document,

Environment

Social

s
Category & Investments but more adverse than Categan C
nvestments. Thess Impaots re site-Specifics 24 I any of them are

more readily than Far Categery A estments.

Process: This is the second step in the process. Based on the examples provided and ‘corruption
perception score table’ the investment manager maps the potential investment opportunity to its risk
category.

Step 3: Questionnaire

) El 5 ] E F
MO
3. GOVERNANCE - DD QUESTIONS
S No. | Relevant - A = Response to the
Key due Due diligence on Business Integrity Matters ponse X - )
dili (Auto | (Auto Questions. Narrative Description (Describe)
iligence areas -
8 Updat | Update Questions to ask {Auto Update] YES/NO/NARRATIVE
] VES Hew does the county rankin Transparency InternationaP's Cormuption Perceptions Index?
Country
cormuption 7| VES |Fow are business integity issues deal with laoally?
situation T [Frefrene the inginline witk Fighn
VES |z there = d o person atth h respansibility for mar liance issues, sthics and
4 potential conflicts of interest?
VES | ti taff or board
s
o| VS [Fe= any managementperson, staff or board memberbeen, or i, underinvesigation by law enfercement or
regulstory autharities?
integrity 7| VES [Eud Suspicion of T=ctiuiy: & nimidatian, lackmal, st=7
of company B VES [Involvementor sssocistion with ciiminals?
8| VES [Inuolvementor assooiation with money launderng?
VES | Doss anyans connected with the campany appsar on any DNt of perzons suspected af nvalemantin
tentorist acthities or any other relevant national or interr The respan dethe
resuls of enquiriesin Complinet, World-Check or ather somparable systems. IF nat ascessible o avaiable, this
I shouldbe noted here,
Cade of conduct G| VES |Doesthe company have 2 code of condust for employees prohibiing bribery?
VES Hew are I e aw are that it d done bribery?
L VES |zt I=r anii-biiE afor
Anti-bribery VES [Dosat n & sector whers brbery s prevalent
VES | p: = polioy on gifts, 1L and other polential sources of Ganfio! of interest?
VES | Does the company have appropriate ani-meney-laundering traning and procedures in place’?
]
Anti-money
Laundering VES  |Favsback d don b T andothers uith fizant =]
1 the company?
Accounting and To|  VES | Ave the sccounting recordz ull up to date and complete?
Compliance B vEs  |D and completz in the tan authorilies?
=)

Process: Based on the risk matrix and relevant ESG sub-topics the investment manager will be
responsible for selecting the applicable questions out of one exhaustive questionnaire list. Post the
selection of questions, the investment manager interviews the promotor and other related personnel at
the investee company to get details and collect relevant supporting documents. Based on the responses
the investment manager scores each question for priority and risk involved with it.



Step 4: Action Plan

el ~ - =
45|Loca| laws Level 1 The company needs to file annual return form D-1 under FSSAI,

54|R'\sk Management Level 1 Arohan needs to renew its factory insurance at the earliest

el ~ - =

11|Code of conduct Level 1 The company needs to put in place a strong code of conduct and values to its empl
12|Anti-bribery Level 1 The company needs to have anti-bribery policy in place.

16[Anti-money Laundering Level 2 Proper training about anti-money laundering should be provided to employees eve
52|Commitment to good corporglLevel 1 The company must include code of ethics in place

53|Commitment to good corporglLevel 1 The company should develop a corporate governance policy

52|Control and risk managemer|Level 2 The company needs to set-up formal team to manage ESG related risks

Process: Post the interview the investment manager fills in action plan which acts as a condition
precedent for pre-investment deals in some cases. This action plan is shared with the investee companies
with a deadline for their reference and so that they take necessary actions to become ESG compliant.
Post-investment the investment manager follows up on the action plan and keeps a track of all the
requirements pertaining to ESG compliance.

Step 5: Assessment Sheet

ESG risk category (HIghimediumilov) |Summary (please provide a summary of findings)

m i dfielch aboue,
weter tom alosal pond. its use of water d:
community. Lack its supply of electricity. i i ies u i
looked atin detail I and perd
Sociak Since the actisiies of health and safety of .
law despite Addiionaly, the company
should
haue aqualiy sssurance function inplace.
[>
India, instabilty. cormpi
[FHMD to0lkit ESG risk assessment - understanding the results| __
Description of ESG risks identified How are these risks managed by the company (if any)?
. Compliarn Wit Labout snd heahh and satetylavs: the company |1, ChilkdLabour: the company doss nat smeloy persons belo
are ol the terms of emploment. the:

18 years of age.
i

2 women Labx

PS 2: Labor and orking conditions I L | ower men fortheir ded d
. fre gender
extinguishers o insurance 3
4. Working e emenarass fields) b
5. Medical il o field against snake bites.
285
1. Air polution: the companyis n discussions with vendors for
1 Discussion wi P and
P 3: Resource efficiency & pollution prevention 2. Rsvien of
=13
PS 4: Communits health. safets. and security Discussions with the founder prometer
200
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Process: This is the final step where the investment manager describes about the risks identified, how
are these risks managed by the company (if any)? and procedures taken by the fund manager to assess
risks. This assessment sheet is pasted in the IC Memorandum to give the IC members a fair idea of
where the potential investee company stands with respect to ESG risks and how compliant the company
is?






