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ESG (Environmental, Social &
Governance) Stewardship for
Next Generation Unicorns

High-level ESG implementation guide for
early-stage ventures



About this document

Incorporating policies and practices for Environmental, Social and Governance
(ESG) issues is often seen as something more relevant for public-listed or late-
stage privately held companies. We at Sculpt Partners challenge that notion.

Early-stage companies have a unique opportunity to embrace sustainability in a
more organic and holistic manner. By doing so, they can found their ESG
strategy on organisation purpose, build more authentic connections with their
communities and customers, and create a distinctive employee value
proposition. This is in contrast to the approach of public-listed corporations
where ESG adoption has largely been driven due to compliance, stakeholder
activism or regulatory pressures.

This document articulates a compelling case for why next generation unicorns
should integrate ESG issues during the early stages of their lifecycle. It also
contains some helpful tools including a multi-year implementation roadmap and
a few relevant case studies. Besides, it includes a “strawman” 30/60/90 day plan
to help founders hit the ground running on their ESG journey.
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1. WHY SHOULD HIGH-GROWTH COMPANIES EMBRACE ESG ADOPTION FROM DAY 0O¢

— A solid ESG foundation is vital for high-growth companies to unlock shareholder value,
manage stakeholder perception, and build a values-driven organisation

Motivation for ESG integration - the company view!

Unlock valuation premium

Above market transaction valuation multiple (Median
premium: 15% ), accruing through reduced cost of capital,
revenue growth, cost efficiencies and optimal asset ufilisation

Access growth financing

More than 35 trillion dollars (including 3 trillion dollars of
private market assets) of ESG-themed investments
comprising Late-Stage Venture Capital, Private Equity,
Sovereign Funds, Impact Investors and others

Mitigate operational risk

Reduced impact of negative events (e.qg., strikes,
accidents, negative media publicity, lawsuits) on
business continuity and growth

Attract talent for growth

Lower attrition, stronger employer brand, two-
thirds of millennials will NOT work for companies
with poor environmental and social practices

! Please refer pp. 5-9 for further details on each driver
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Motivation for ESG engagement - the investor view

% of respondents 0% 20% 40% 60% 80% 100%

75%
81%

Ethical or Social Responsibility
Considerations

To encourage change towards responsible
business practices of investee companies

It is part of our investment policy

Positive reputational signal

Growing demand from LPs and/or
stakeholders

Risk management

ESG criteria are important for investment
performance

1%

Regulation or specific initiatives (e.g. UN PRI)

m Venture Capital m Business Angels

Source: European Investment Fund Research, 2020 covering 538 VCs and 93 Business Angels in Europe



1. WHY SHOULD HIGH-GROWTH COMPANIES EMBRACE ESG ADOPTION FROM DAY 0O¢

— Both buyers and sellers in the private markets have acknowledged a transaction valuation
premium on account of ESG considerations

ESG valuation premium in private markets

ESG valuation premium - the buyer perspective ESG valuation premium - the seller perspective

How much valuation premium have you paid or are willing

to pay for a business with an overall positive record on ESG 7 of Private Equity (PE) firms that report valuation

premium at exit due to ESG factors

issues?
N = 558 respondents 50% N = 47 respondents
(incl. 119 investment 7% °
professionals)
40%
Mledlgn ~3X increase in
veleliol 30% respondents
premium reporting
across all valuation
respondents 20% premium at exit
=15%
10%
- _
0%
= Up to 10% valuation premium = Between 10-20% valuation premium 2016 2020
= Between 20-50% valuation premium More than 50% premium
Source: Mckinsey & Company, The ESG Premium: New Perspectives on valuation and Source: ERM’s Global ESG Survey, 2020 covering buy-out, growth and infrastructure funds

performance, 2020
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1. WHY SHOULD HIGH-GROWTH COMPANIES EMBRACE ESG ADOPTION FROM DAY 0O¢

— Private companies with sound ESG credentials have also been able to access green

financing to fund growth and lower cost of capital

ESG and access to growth financing

Notable examples of private technology companies accessing green financing

rhf\l OneWattSolar’'s US$ 25 Million green bond

7o

issuance
By

OneWatt Solar — leading African digital electricity firm using
block-chain technologies, Artificial Intelligence (Al), and
Internet of Things (IoT) to provide energy access to residential
customers in Africa

Successfully closed the first series of its Naira (N) 10 billion green
bond issuance program during July 2021

Program comprised a N2 billion seven-year Green Bond Issue
and a N1 billion seven-year Green Sukuk Issue

First corporate green bond in Africa for off-grid renewable
energy project and 13™ green sukuk in the world

Issue proceeds to be used for roll-out of two flagship products —

% CHIOMA, Internet of Things-enabled Digital Assets &
Hardware Technology, and

% AMINA, the Advanced Artificial Intelligence Software
Technology

Source: Premium Times, Nigeria
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l'!m Jeanalogia’s term loan with pricing linked to
I water savings Key Performance Indicators (KPI)
e

o o ]

Jeanalogia - a clean technology provider for denim
manufacturing to eliminate the use of water and avoid toxic
waste

Financed euro-denominated term loan in 2019 linked to a
sustainability KPI related to its water-saving processes

Loan backed by firm’s private equity partner, Carlyle Group

Water-savings KPI decided by the management team each
year, communicated to lenders and tested at the end of the
financial year

If the firm meets its target for the annual water savings by the
installed portfolio, the margin ratchets tighter, while if the target
is missed by 15% or more, the pricing ratchets upwards

Deal priced in line with the market, but ESG margin ratchet laid
overtop; Credit Agricole CIB and ING

Source: S&P Global



1. WHY SHOULD HIGH-GROWTH COMPANIES EMBRACE ESG ADOPTION FROM DAY 0O¢

Unicorns and venture investors are increasingly judged by key institutions and the public
on their ESG practices

ESG and operational risk

Breakingviews - Deliveroo’s main sustainability World's top ten venture capital firms all PRI launches venture capital collaboration to

doubt is financial failing over human rights due diligence strengthen ESG take-up
- new report

LONDON (Reuters Breakingviews T'he letters “ESG” do not appear in the prospectus X

for Deliveroo’s initial public offering. The 224-page document is free of the statements Key ﬁndlngs Of the Survey

of environmental, social and governance principles that clutter many large companies’ We detail below some findings from the survey that indicate the state of the industry

innual reports. The UK food delivery group also doesn’t trouble prospective investors - DE!is a focus area, but ESG Il is not well integrat s: Comimion current

with a statement of corporate purpose. Instead, founder Will Shu writes that his ESG incorporation activities include basic

inspiration was simply “to get great food delivered from amazing London restaurants”. :
N companies. It is also clear that diversity Is a substantial focus area. However, ESG is still primarily

conducted in a silo and rarely contributes to systematic and thorough analysis and/or investment

This straightforward approach has not prevented Deliveroo from falling foul of the decision making
vogue for responsible investing. Aviva Investors and Aberdeen Standard Investments « High adoption of pr sc g: Current leading practices include ESG portfolio company
I 1 i ; hicl DDQ's used by the investment team (including risk and opportunities as part of ‘ESG screening’), ESG
this ek declared they oul > o the offe o ch is set to v: » s 7
VR A T AT T vt AR ring, which is set to value the term sheet clauses, ESG portfolio support through platform teams, ESG KPIs tracked over time (and
Id company at between 7.6 billion pounds and 8.8 billion pounds. The asset reported on to LPs), and VC internal ESG scrutiny (e.g. DEI of investment team). However, the tools
eliveroo’s drivers, whose self-employed status denies them the used are not always well-tailored to VC. For example, many pre-investment screens include business
. Eight of top ten firms showed no evidence they even activities that are unlikely to be encountered in VC and do not include many activities that are likely to
right to a minimum wage, sick pay or holidays. their investments be found. (e.g. responsible product design, data management).

Asset Owners (LPs) are not a driving force behind ESG adoption: most respondents were keen to

- L. . . Oniy one company from more than 50 is close to recognised UN p N i
This stance may not be based wholly on principle. At the end of last year Aviva had a ctondiords notice that it was them personally or their fund that embraced ESG as a set of values and was the
5 = = 5 3 s s F g most crucial driver. However, only a minority felt that LPs or their portfolio companies or founders
small stake in Uber Technologies, according to Refinitiv, even though the ride-hailing ; i — :
VC firms fund tech companies providing spyware equipment to Chinese were pushing them. Notably, most respondents also believe that considering ESG factors improves
firm recently lost a UK Supreme Court case over its treatment of drivers. However, government for use in Xinjiang their investments' risk/return profile.
Yo 'ro0’ sliance on c: al “gig workers” -e than ¢ vial ¢ - . o . _ o
Deliveroo’s reliance on casual “gig workers” is more than a social concern. It’s also a iVenture capitalists are tiirning a blind eye to whether their Investments
N st e B ., are ¥ 1an riahts violations’ - Michae! Kleinman |
crucial part of its business model. are contributing to hiug 5, but very few VC investons i the mainstreain market measure Scope 3
All but one of the worid's largest venture capital firms have failed to put in emissions, for example, portfolio company emissions. This needs to change, particularly for later-stage
A N share 2rs 3, 2 T o Te - " e Q@ Yo J . - 1 ) )
Potential shareholders must also acknowledge a governance red flag flving over Shu’s place robust human rights due diligence policies, Amnesty International VC investors as their portfolio companies scale.
super-voting shares, which hand voting control of the company to the 41-year-old chief revealed today in a landmark new report
executive dc.\'pilc an economic stake UI-jUHl 6%. Above all, []]Hlm]]‘ investors are l'!cing Iack of diversitv PO LICHU Coinpaliies, DUL Glily 5% sciuliiise Uie supply chain. For exampie,
when it comes to working conditions, more focus on other social issues is needed, particularly human

nture capital

s o 11 ferr m ramidly exmandine s e R .
asked to pay up for a rapidly expanding but loss-making business. At the mid-point of rights, according to a recent report by Amnesty International that slammed the VC industry for doing very

the price range, Deliveroo’s post-1PO enterprise value will be more than 6 times last little on that front.

year’s revenue of 1.2 billion pounds. For fund managers still weighing its appeal, the westment - in 2018, all-female founding teams received just 2% of US- %

based venture funding. i saitiple
issues for IPOs of, e.g. Deliveroo) are under-scrutinised.

biggest SLlS[EIillal‘)ili[\-’ quGS[iOl‘l is over DG]"[VC.’I’O()’S ﬁll':ln(.‘"lill Vi‘dbility, AU OWHErNSHp SUUCLUres sucn as duai-ciass snares (which have aiready caused

Source: Peter Thal Larsen, Reuters, Breakingviews, March 2021 Source: Risky Business: how leading venture capital firms
ignore human rights when investing in tfechnology,
:?:\\ SCULPT Amnesty International Report, 2021

('/) Partners

Source: PRI and VentureESG Survey, September 2021
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1. WHY SHOULD HIGH-GROWTH COMPANIES EMBRACE ESG ADOPTION ROM DAY 0O¢

— Sound ESG practices can mitigate reputational risks from potential adverse events.
Conversely, poor ESG practices can exacerbate these risks

The contrasting tales of two Indian unicorns

Zomato - steady growth underpinned by good stakeholder branding

July
2008

Jan
2010
fo
Apr
2015

June
2015

Aug
2015

Oct
2018
Jul
2019
Aug
2020
Mar
2021
Jul
2021
("\
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Restaurant aggregator and food delivery company founded by
Deepinder Goyal and Pankaj Chaddah

Pursues organic and inorganic expansion across Americas, Africa,
Pacific, South Asia, Middle East and Western Europe

Raises > $100 Million across various rounds with participation from
Info Edge India, Vy Capital, Sequoia Capital and Temasek

Rapidly responds in 48 hours to fix customer data breach triggered
by an ethical hacker

Develops impact vision across five key themes — hunger, healthcare
and nutrition, education, gender equality among backward groups
and environment sustainability

Sets up Corporate Social Responsibility (CSR) Committee of the Board

Reaches unicorn status as part of funding raise from Ant Financial
Receives positive response to “food has no religion” tweet

Infroduces period leave policy for women and transgender staff

Obtains positive response for its balanced stance on delivery partner
assault accusation by customer

Launches Initial Public Offering (IPO). 38X oversubscribed

ESG and operational risk

BharatPe - rapid journey to unicorn and the fall from grace

Aug
2018

Oct
2018

Jan
2019
Feb
2019
to
May
2021

Aug
2021

Oct
2021

Jan
2022

Feb -
April
2022

Founded by Ashneer Grover and Shasvat Nakrani with the vision to
make financial inclusion a reality for Indian merchants. Launches QR
Code based point of sale payments platform

Raises $2 million seed funding rounding with six investors including
Beenext Capital and Sequoia Capital India

Launches unsecured loans to SME (Small & Medium Enterprise)
segment

Raises > $500 million of funding with successive financing rounds
(Series A to D, Debt financing)

Reports approx. $100 million revenue by FY'21 (year ending March
2021)

Achieves unicorn status ($2.85 Billion) with Series E funding

Tax intelligence search operation reveals $7 million of payments
made to 30 bogus vendors. Summons issued and firm penalised

Leaked video reveals co-founder verbally abusing a bank
employee. Bank issues legal notice, Co-founder on voluntary leave

Third-party report reveals payments to co-founder’s kith and kin
under the guise of recruitment vendors

Hyper-aggressive sales practices comes to light. Employee exodus
follows. Board removes co-founder and his wife, appoints additional
independent director and initiates review of governance practices



1. WHY SHOULD HIGH-GROWTH COMPANIES EMBRACE ESG ADOPTION FROM DAY 0O¢

— A commitment to sustainability and social responsibility has become essential to attract

and retain key millennial talent

GENERATION

The millennial’s view of their employer

indicate that they consider a company'’s social and
75% environmental commitments when deciding where to
work

report that they will not accept a job if the potential
67% employer does not have a strong corporate
responsibility program

757 are willing to take a pay-cut to work for a company with
° a strong corporate responsibility program

Source: Survey conducted by LiveCareer and TIRO communications 2018
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ESG and talent attraction

Using CSR as your employee value proposition - the case
study of Alorica

» Alorica - leading customer experience technology company
employing over 100,000 staff in 14 counfries, a significant portion
of which comprises millennials and Gen Z

= (SR strategy crifical to attract the best talent in these
demographics and retain them for the longest possible time

»  Charity partnership with global non-profit, Making Lives Better
with Alorica (MLBA)

= Since 205, employees have raised over $5 million through the
local chapters and have given out more than 2,000 grants.

» Seen by humanresources as the strongest recruiting tool

=  Apart from CSR, the firm adopts strategies like full-time work
from home and classroom-to-career progression to attract the
best possible talent

Source: HR Technologist, 2020




2. HOW CAN NEXT GENERATION UNICORNS EFFECTIVELY INTEGRATE ESG INTO THEIR BUSINESS?

— To unlock stakeholder value, early-stage firms need to integrate sustainability into their
purpose, practices, policies and value chain

Three distinctive hallmarks of best-in-class sustainable organisations

Embed the sustainability agenda authentically into
the firm’s purpose, mission and values

v Provide a compelling purpose to guide the firm’'s
sustainability efforts

v' Develop a distinctive sustainability identity that all
stakeholders within and outside the organisation can

Make it your “soul” relate to and rally around

Manifest the sustainability agenda through the
firm’s structure, policies, practices and systems

Advocate sustainability practices across
the stakeholder value chain (shareholders,
cus'ro.mers, c?nsumers, employees, Ingrain v' Equip the firm with capabilities to successfully
suppliers, society, government) sponsor and execute sustainability-driven

i~ >
v’ Build and enhance stakeholder license to P>y |g’ change
operafe .“ ., v Ensure organisation-wide stickiness by making
Make it “viral” Make it “real sustainability concepts relatable on a day-to-

v Ensure all key stakeholders within the ’
day basis to all employees

ecosystem can support the firm'’s
sustainability journey

Source: Sculpt Partners research. Please refer Annexure A, pp. 23-25 for additional details
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2. HOW CAN NEXT GENERATION UNICORNS EFFECTIVELY INTEGRATE ESG INTO THEIR BUSINESS?

Strategy & operations

Net Zero emissions, Net water positivity, Green
products, supplies & buildings, Circular operating
model, Energy efficient operations, ......

Policies & practices

Diversity, Equity & Inclusion (DEl), Code of ethics, Anti
bribery and corruption, Occupation Health & Safety
(OHS), Data protection & privacy, ......

Structure & systems

Board composition & responsibilities, Sustainability
organisation mandate, Risk management, Capital
allocation, Performance & rewards, ......

Reporting & disclosure

Reporting principles, Reporting standards,
Stakeholder Materiality, Disclosure topics, Key
Performance Indicators (KPIs), ......

- Note: Partial list only. Please refer Sculpt Partners’
@ gglt'jnl'epl ESG infegration checklist document for full details

KEY DIMENSIONS OF ESG INTEGRATION

@ Copyright, Sculpt Partners

— This requires balanced synthesis of “hard-wiring” and “soft-wiring” tools

Awareness and articulation of net positive impact on all
stakeholders, Commitments to deliver (e.g., UN
Sustainable Development Goals), ......

Culture

Leadership selection & development, Valuing
empathy/dignity/giving, New hire orientation, Employee
fraining & externships, Communication, ......

Branding

Values-aligned media partnerships, Press releases, Social
media monitoring and leverage, Campaigns on social
impact & responsible consumerism, ......

Advocacy

Community development programs, Non-Government
Organisation (NGO) partnerships, Government
engagement, Industry tie-ups, Supplier capacity
building......



2. HOW CAN NEXT GENERATION UNICORNS EFFECTIVELY INTEGRATE ESG INTO THEIR BUSINESS?

journey

Commit to and execute on net positive
impact, share successes and failures

* Authenticate your purpose and practices
(e.g., B Corps certification, Enterprise &
Mission)

*  Commit to universal multi-year impact goals
(e.g., net carbon zero, contribution fo UN
SDGs) and validate tfransition strategies (e.g.,
Science Based Target Initiative)

Check-off the basics

* Benchmark practices and identify

relevant ESG metrics from existing + Establish cadence of ESG performance
standards (e.g., IRIS++, SASB, B Lab)' reporting for all stakeholders

+ Conduct stakeholder materiality )
assessment

°
Unlock company purpose, align
structure and connect employees

» Develop the data governance &
reporting framework

* Roll-out essential policies (e.g., Codes of
conduct, DEI, OHS)
)

« Revisitimpact of purpose and mission on alll
stakeholders (“is our purpose worth”2)

*  Augment board governance and formalise
sustainability management structure

* Introduce ESG lens in key practices/systems

+ Engage deeply with employees and act
consistently to send the right signals

! Please refer Annexure B, page 27 for a sample list of ESG dimensions based on SASB (Sustainability Accounting Standards Board) standard
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— These ESG integration tools need to assembled as part of a multi-year transformation

Create multiplier effect through
partnerships and advocacy

Sponsor causes that relate to the firm'’s
purpose, speak up on issues that matter

Nurture your brand through values-based
media alliances

Explore innovative financing alternatives
(e.g., green bonds)

Forge partnerships with industry peers, civil
society & government on relevant topics;
conftribute to global corporate coalitions
(e.g., World Business Council for Sustainable
Development - WBCSD, Race to Zero)



#1. Global Top 100 Market Cap Fintech Player: ESG journey underpinned by purpose and
culture, and reinforced over time through governance and innovation

Embed purpose-led social-innovation in products, services, programs and
employee initiatives

* New products (e.g., working capital for small under-served businesses) 2015 & b d
eyon

Spin-off from parent
company & reinvention

* Enhanced salary & benefits for bottom 35% of staff based on net disposable
income concept; restricted stock coverage for all employees

» Codlition of companies and non-profits for fair pay and practices; largest
donation platform in the world for causes that customers care

Strengthen governance, performance measurement and systems

* Independent, diverse and empowered board with values-aligned
directors

« Accountability torisk & compliance all the way fill entry-level staff

Mid 2000s to early 2010s
Rapid growth & acquisition by a
silicon valley peer

*  ESG type metrics linked to management performance and
remuneration

Pay mindful attention to culture and values

*  Own the problem and fix it (no functional silos)
*  Make it simple (no handbooks, no power points, only @

an ethics guide)

1999 - 2000s (The early days)
“Burning” $5-10 million a month

* Recruit based on inspiration, not compensation

*  Embrace frailty, forgiveness and learning

o~
e} SCULPT
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#2. Global Sustainable Apparel Unicorn: ESG evolution founded on commitment to

environment, accelerated by product innovation and industry collaboration

Conceive company as a
force of good

* Built company ambition on
reversing climate change
through better business

Aim to ‘cleanse’ fashion industry
(second most polluting industry

globally) through regenerative
agriculture, renewable materials
& clean energy

2016

Company purpose
anchored on combating
climate change

@ SCULPT
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Avuthenticate intent
through action

+ Obtained B Corps
certification; chose to
became Public Benefit
Corporation

Pushed for better labour
practices transparency across

the value chain (based on
stakeholder feedback)

2017
Validation of purpose and
impetus for social impact

@ Copyright,

Pursue radical product

reengineering

+ Developed sugarcane-based,
petrochemical free substitute

for shoe soles (Rated one of
Time's best inventions in 2018)

Achieved full carbon neutrality

across the value chain through
product innovation and offsets

2018 & 2019
Product innovation as a core
strategy for net zero emissions

Sculpt Partners

Open-source product
innovation

» Shared decarbonised product
recipes with industry peers, forged
joint partnerships

Launched Initial Public Offering

(IPO) in 2021 backed by 19 ESG
criteria (Sustainable Principles &
Objectives Framework)

2020 & beyond
Industry collaboration and
SPO premised IPO




#3. loT-based real-estate solutions provider: ESG is an important lever behind product

design and ability to stay relevant through a rapidly changing landscape

2021 & beyond
Work from home an opportunity,
not an adversity

2019 & 2020

Established formal structure around
sustainability

2016 & 2017
Elevated value proposition to align
with green investing trends

2013
Firm idea inspired by the smart
building movement

o~
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Developed a hybrid workplace solution and training toolkit fo equip facility professionals design and
operate safe remote-blended commercial offices

Launched podcast series to create fraternity of thought leaders on the future of commercial estate
post COVID

» Set up new advisory board fo counsel main Board on ESG and other strategic areas
» Hired dedicated sustainability team under the leadership of Chief Risk & Marketing Officer
+ Aligned management incentives with ESG metrics

* Increasing awareness and regulation around ESG matters among facility leaders; growing
significance of property ESG ratings among real-estate asset managers

» Evolved solution features and value sharing model based on metrics that matter to investors
(e.g., carbon footprint, water usage, employee comfort)

* Launched loT platform for enterprises

+ Key value proposition for clients is to self-fund investments in smart buildings through cost
efficiencies in physical infrastructure spend (Top 2-3 expense line items for most
companies)

@ Copyright, Sculpt Partners



4. GETTING STARTED ON YOUR ESG JOURNEY

— A few questions for company founders to reflect on

% « What is your personal purpose and how is your company helping you accomplish it

* How “green” or “brown” is the energy you consume in your corporate building or regional officese

* How much is your business adding to the world’s greenhouse house emissionse Or helping avoid ite

« How much single-use plastic does your firm consume? Do you recycle plastic at alle

« Have you explored energy retrofits or green leases with your building management company?

* Have you met families of your customers or suppliers? How is your business impacting them personally?

« How does the remuneration of your entry level employees or contract staff compare to minimum wages?

« Do you know how your suppliers and customers compensate their full-time and part-time employeese Do they have fair labour
practices?

« What is the current gender diversity ratio in your company? Do you have a target in mind?

» Are there any social causes that you back or feel strongly about?e

« How did you invest fime during the recent pandemic to serve the impacted communities?

* Do you have a Board member or an advisor that is familiar with ESG issues?

« What deterrents do you have to pre-empt your employees from engaging in unfair practices within or outside the company?

« Do you have an anti-bribery policye Whistle Blower policy? Code of conducte Sexual harassment policy?e

How did you respond to these questionse How important do you think it is to address the “No” responses? That will influence your

ESG plan and timing

\@ SCULPT
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4. GETTING STARTED ON YOUR ESG JOURNEY

— Deploying a 30-60-90 day implementation plan can help generate organisation
momentum and set the building blocks for the longer-term ESG journey

SAMPLE
30DAYS 60 DAYS 90 DAYS
(Equi N ( L R , )
Equip ESG SWAT Team Document essential policies and identify Conduct and interpret stakeholder
quick wins materiality assessment
* Assemble cross-functional team of 4-6 staff « |ldentify initiatives with immediate tangible  |dentify stakeholders and deploy various
with adequate representation across all key impact (e.g., green leases, LEED certified data collection fechniques to understand
functions office building, energy efficiency, waste and their requirements/concerns (these could
recycling) include focus group discussions, field visits,

+ ldentify meaningful mandate, timelines and
budget for the SWAT team « Build and roll-out relevant policies

connected to ESG matters « Validate data collection approach with

outcomes from stakeholder feedback

expert views, online surveys, efc.)

* Enroll team members in multiple training

courses on sustainability (variety of programs * Understand the ESG measurement
currently available on Coursera, Business landscape, identify metrics, and outline  Prioritise multi-year month ESG integration
School short-term programs, WBCSD and approach to data collection and baselining roadmap based on inputs from stakeholder
\__many others) ] L ) LU materiality assessment )
v v v
'Y N\ ( \ ™)
Expected Outcomes Expected Outcomes Expected Outcomes
v' Semi-formal management structure on v’ 2-3 tangible actions to energise employees v ESG data collection and baselining
sustainability with clear expectations around the ESG agenda approach validated with stakeholder
. . . . . materiality assessment!
v Team acquainted with ESG basics and v ESG commitment made visible to employees 1y
committed to bring the action plan o through policy roll-out v’ 12-24 month ESG integration roadmap
iti . . - finalised
\ fruition ) ¥ ESG data collection approach identified ) U naise y

! Please refer page 18 for a sample materiality assessment matrix
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4. GETTING STARTED ON YOUR ESG JOURNEY

— What does the key output of a stakeholder materiality assessment exercise look like?

Environmental » Governance

SAMPLE ESG MATERIALITY ASSESSMENT MATRIX

Air
& Noise
Pollution

Occupation
Health
& Safety

Product

Biodiversity
safety

Customer
privacy

Data security

Compliance

o~
e} SCULPT
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Climate

change
Waste

Management

Employee
Satisfaction

Fair Water
competition consumption

Responsible
Marketing

Fair wages

Risk
Management
Succession
Board Planning
Composition

Importance to the business

@ Copyright, Sculpt Partners

Workplace
Diversity &
Inclusion

Anti-
corruption

Fair
labour
practices

Economic
Profit

Impact
on local
communities

Ethical

sourcing

Energy
intensity

Product
packaging

Brand
reputation

Corporate
ethics
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Our 360 degree solution suite enables our clients to deliver enduring, net positive
stakeholder impact

Strategy and Organisation Change

Ground enterprise sustainability strategy and
goals in line with organisation purpose, material
stakeholder expectations, and globally
accepted Impact standards

Baseline carbon emissions footfprint and
develop science-based transition strategies
towards net-zero target

Augment capital budgeting policies to
incorporate financial, natural, human and
social capital dimensions

Embed sustainability performance indicators in
management assessment and remuneration

Integrate ESG lens info the enterprise risk
management framework with emphasis on
scenario analyses and crisis preparedness

Facilitate employee foundational fraining on
relevant sustainability topics

Reporting and Disclosure

Develop tailored sustainability reporting
framework in line with globally accepted
standards, stakeholder requirements and peer
practices

Ascertain data collection mechanisms, internal
controls and accountabilities for sustainability
related indicators

Facilitate third-party data assurance

Support annual disclosure of sustainability
information backed by materiality assessments,
industry benchmarks, and other relevant
narratives

fiit]

Program Management

Align and prioritise environmental and social
programs (e.g. circularinitiatives, bio-diversity
protection, community wellness) in line with the
enterprise sustainability agenda

Establish desired impact outcomes and
evidence-based measurement mechanisms to
monitor program impact

Provide program implementation support
through staff augmentation, stakeholder
engagement and selective on-ground
assistance
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Our solution suite (contd.)

Capital

Co-invest in start-ups underpinned by a strong
sustainability purpose

Develop impact financing strategies for early-
stage ventures (Seed/Series A/Series B) and
sustainability projects of public-listed
corporations (including green and social
bonds)

Support transaction structuring and capital
raising from relevant investor base (comprising
Venture Capital, Impact Investors, Family
Offices, Private Equity and others)

|dentify curated pipeline of investment
opportunities for SRl investors and support pre-
investment due-diligence

Assist with post-investment evaluation and
reporting of impact outcomes to sponsors

Governance

Evaluate Board processes, structure and skills to
oversee the firm sustainability agenda

Develop and facilitate customised director
awareness programs on sustainability
governance

Provide peer-to-peer platform for sharing of
ideas and best practices on sustainability
themes

Augment the Board of start-ups and early-stage
companies through representation from
seasoned mentors

Advocacy and Partnerships

Provide insight on material ESG issues based on
proxy advisor guidelines, institutional investor
voting history, and other stakeholder concerns

Support dialogue on relevant ESG matters with
shareholders, proxy advisors, rating agencies
and other stakeholders (including regulators,
activists, non-profits, industry associations,
supplier and customer groups)

Identify complementary stakeholder partners
for joint sustainability initiatives (e.g.,
campaigns, capacity-building programs and
public-private partnerships)
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Kumar is a seasoned management consulting leader with 22+ years of
experience in the professional services industry during which time he has
lived in India, Singapore, Australia and UK. Prior to founding Sculpt, Kumar
Kumar was a consulting partner at Aon, where he led the Governance & Executive
Subramanian Compensation practice across the Asia Pacific Middle East region. During
his professional tenure, Kumar has advised public-listed Company Boards
and Institutional Investors across a number of topics including board
effectiveness, executive remuneration, sales force effectiveness, shared
services and offshoring strategy, capital budgeting and acquisitions.

Key Management

Founding Partner
and Managing
Director

He is a regular publisher of articles and opinions on related subject matter

kumar.subramanian topics in leading periodicals like Singapore Business Times, Fortune etc.
@sculptpartners.com

Kumar is deeply passionate about sustainability and serves as a pro-bono
m adyvisor for notable non profit organisations in the health and education
space.

Mr. Subramanian is an alumnus of the London School of Economics and
Political Science (LSE) where he graduated with a Masters Degree in
Accounting and Finance. He also holds an undergraduate degree in
engineering from the Birla Institute of Technology and Science (BITS). During
his professional fenure, he secured accreditations from the University of
Oxford (on Climate Emergency Programme and Corporate Sustainability
Programme), and the Kellogg Graduate School of Management (on Value
Based Management). He is also a certified credential holder from the
Sustainability Accounting Standards Board (SASB).
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https://www.linkedin.com/in/kumar-subramanian-45ba50/
mailto:kumar.subramanian@sculptpartners.com
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Annexure A

HALL-MARKS OF BEST-IN-CLASS
SUSTAINABLE ORGANISATIONS




INSPIRE
— Auvuthentically incorporate the sustainability agenda into the firm’s purpose, values and

culture

Embed sustainability into the firm’s reason of existence —
what environmental or social problems are we solving?

Cascade sustainability purpose info the firm’s mission,
goals (“the explicit”) and values (“the tacit”)

Capture the firm’s dependence and impact on all
stakeholders while defining mission and goals
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INGRAIN

— Manifest the sustainability agenda through firm-wide structure, policies and processes

Structure

e Develop governance
structure to oversee
sustainability and the
composition of the Board

e Define the organisation
structure to lead the
sustainability agenda, key
stakeholders and
accountability

=
N
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Policies

e Compliance

e Employee and Supplier codes of
conduct

e Workforce diversity and inclusion

e Employee and Customer health and
safety

e Performance management and
development

¢ Rewards and recognition

@ Copyright, Sculpt Partners

Processes and Systems

e Strategic Planning and annual budgeting
e Integrated Reporting, filing and disclosure
e Product design, development and pricing

e Product life-cycle assessment and
management

e Capital budgeting and resource allocation
e Enterprise risk management

e Crisis management and recovery
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Engage and advocate sustainability practices across the stakeholder value chain

13 =

Customers/Consumers Employees
e Customer education and e Employee communication on
engagement on sustainable organisation sustainability
consumption and disposal e Individual employee engagement
e Choice editing and choice promotion programs and tools on sustainable
consumption

e Industry partnerships and joint forums

o P
- i\
Society Government
e Community development projects and e “Green’” legislation and incentives
programs e Public-Private partnerships for
e Employee community engagement infrastructure, research and training
programs e Joint campaigns to influence citizen
e Community engagement on opinion
sustainable consymphon and eco- e Industry collaboration and partnerships
system preservation to address regional/global challenges
N scuLet
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Suppliers

e Supplier engagement and
partnerships

e Joint goal-setting, fraining
and capacity building

&

Shareholders

e Roadshows, briefings, analyst
calls with investors, proxy
adyvisors and rating agencies

e Joint initiatives to enhance
brand equity and reputation
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Annexure B

SAMPLE MATERIAL ESG DIMENSION S
FOR HIGH-GROWTH COMPANIES




SAMPLE MATERIAL ESG DIMENSIONS FOR HIGH-GROWTH COMPANIES

— Potential List of Material Topics

Environmental Social Governance

« GHG (Greenhouse Gas) Emissions * Human Rights & Community Relations » Product Design & Lifecycle Management
»  Physical Impacts of Climate Change « Access & Affordability « Data Security
«  Air Quality » Product Quality & Safety » Selling Practices and Product Labelling
« Energy Management « Customer Welfare * Business Ethics
«  Water & Wastewater management » Customer Privacy + Critical Incident Management
«  Waste & Hazardous Materials + Employee Engagement, Diversity & Inclusion ¢ Systemic Risk Management
Management
» Labour Practices » Business Model Resilience
« Ecological Impacts
« Community Development & Welfare * Board structure, composition &
«  Material sourcing & Efficiency responsibilities

+ Other Governance factors (Codes of
Conduct, Policies and Internal Conftrols)

Source: SASB Standards guide the disclosure of financially material sustainability information by companies to their investors. Available for 77 industries, the Standards identify the subset of
environmental, social, and governance (ESG) issues most relevant to financial performance in each industry (www.sasb.org)
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http://www.sasb.org/

Contact

Kumar Subramanian

Founding Partner and Managing Director
P: +91.7303918479/ +65.9272.6959
E:

W:

L:


mailto:kumar.subramanian@sculptpartners.com
http://www.sculptpartners.com/
https://www.linkedin.com/company/sculpt-partners/about/

