





Private Equity and the responsible investment journey

Maturing market

* Building the structure
for responsible
investment — policy,
reporting, disclosure,
people, training

* Embedding ESG
management in the deal
cycle



Maturing market — commitment, policy, tools, people
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Maturing market — embedding in the deal cycle

90%

80%

70%

60%

50%

40%

30%

20%

10%

0%

60%

52%

| always screen targets for
ESG risks and opportunities
pre-acquisition

84%
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38%
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It's mandatory to consider
ESG issuesin my final
investmeant committee
papers, or equivalent

| regularly include ESG All significant ESG activities
issues in the 100- or 180-day in/ESG performance of the
transformational plan, partfolio companies are
immediately following regularly reported to the
acquisition relevant portfolio company’s
board

ESG issues are regularly
included in the programme
for exit
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Key messages

Accepted value

« Establishing the
financial business case
for ESG management —
influencing price and
informing decisions

» Belief in the value of
good ESG management,
but fewer than expected
putting a value on it



Accepting value - the business case

Top drivers: 40% applied a material discount in

. Risk their valuation and/or did not invest in
management [l 2 company based on poor ESG performance
83% said it was
in their top 41% are prepared 20% estimate the
three drivers to pay a premium value created by
Wlth, 44_% for a target company due  any of the ESG
[PEACE B0 to its strong ESG activities of the
Investor performance portfolio companies
pressure:

o Aarabiarerl 14% received a Only 38%

in their top premium for strong regularly include
three drivers ESG performance in your ESG issues in the
with 17% pOI‘thliO company at exit programme at

putting it top exit




Horizon scanning: government agenda (SDGs)

Horizon scanning

» Identifying risks e.g.
cyber security and
human rights, but
not taken action yet
to mitigate them

«  Aware of government
agenda on SDGs



Horizon scanning: risk and mitigation

90%
80%
70%
B0%
50%
40% 85%
30%
46%

20%

10%

0%

Cyber security for Human rights for Climate risk for Carbon foot-printing Gender imbalance Climate risk for PE
porifolio companies | portfolio companies — porifolioc companies for portfolio within PE firms firms
companies

mConcerned  wmAlready taken action  m Planning to take action



Horizon scanning: government agenda (SDGs)

Alignment and benefit
Action by our firm to
suppaort the Global -

Goals will bring us
reputational benefits.

36%

Supporting the Global
Goals aligns with our
culture and investment
thesis

35%

Aligning our investment
practices with the
Global Goals can create
opportunities to
increase our investment
returns

30%

0% 10% 20% 30% 40% 50%

Action

We are planning to assess our
impact on some or all of the global
goals

We are identifying the Global Goals
that are relevant to our investments

We are engaging with portfolio
companies on responsible investing
issues that are incorporated in the
Global Goal framework

We are embedding the Global
Goals into our strategy and the way
we do business

We are adopting a proactive
approach to monitoring portfolio
company performance on the
Global Goals

We will require portfolio companies
to produce reporting on how their
decisions and initiatives support the
Global Goals
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Key messages

Maturing market Accepted value

* Investing in ESG « Establishing the » Identifying risks e.g.
management — financial business cyber security and
policy, reporting, case for ESG human rights, but not
disclosure management — taken action yet to

influencing price and mitigate them

*  Embedding in the . . .
informing decisions

deal cycle — Aware of government
dedicating time, « Belief in the value of agenda on SDGs
formal training good ESG

management, but
fewer than expected
putting a value on it

Are we nearly there yet? ... the journey
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O
Are we there yet?...

the journey

A maturing process to responsible investments

A maturing approach to responsible investment

4.0

GOVERNANCE AND
RESOURCES

What
does best
practice
look
like?

+ Formalisation of ESG training
for deal teams

= Sirong ESG governance
building on a partner taking
ultimate responsibility,
supported by a dedicated
ESG team reflecting the size
of the firm

POLICY AND TOOLS

« Ambitious Rl policies not only
stating the firm’s commitment,
but describing the processes
in place to embed ESG at both
deal cycle and house levels

Development of sophisticated
ESG tools to support the
implementation of the RI
policy. The tools should be
adapted to the investment
mandate of the firm

INTEGRATION
THROUGH DEAL
CYCLE

Systematic screening of
target companies for ESG
risks and opportunities and
documentation of findings in
the investment papers
Inclusion of ESG
considerations into the 100-
180 day plan, when relevant

Systematic inclusion of ESG
considerations throughout
the hold period and in
preparation for exit

MONITORING AND
REPORTING

= Systematic review of newly
acquired portfolio company’s
ESG performance to create a
baseline, followed by ongoing
monitoring during the hold
period (i.e. at least annual)

= Formal processes for portfolio
companies to report significant
ESG incidents to the PE house

# Portfolio company's Board has
oversight of ESG activities

VALUATION OF ESG
PERFORMANCE

INVESTMENT
DECISIONS AND
PRICING

ENGAGEMENT WITH
INVESTORS

= Estimation of the value created
by ESG inifiatives at portfolio
companies when relevant

+ Value created or protected
by ESG initiatives is
systematically reflected in
valuation calculations or
premiums

» Systematic withdrawal from
the deal process for poor
ESG performance of a target
company on material issues

2013 ==m 2016

PUBLIC REPORTING

* Section of the PE firms’
website dedicated to ESG
matters

» Standalone or integrated ESG
report publically available




PwC Global SD rRE
Challenge




Key results

The SDGs are on the business radar - 62% think they’re important enough to
: include in their reporting...but looked at another way, 63% are making no
i meaningful engagement

62%

i of companies
: mentioned the
i SDGs in their
i Orting

37% 38%
Selected Made no
priority SDGs mention of

the SDGs

25%
Mentioned
the SDGs

37% 38%
Selected Made no
priority SDGs mention of

the SDGs

25% 63 %

Mentioned
the SDGs aren't offering
meaningful le
of engagement wit
the goals:
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Key results

i Most popular
i business priorities

i Least popular
i business priorities

Companies are prioritising SDGs

. they think are most relevant to their
. business but they don’t align with

. those of citizens.

1 CUMRTE
ACTIoN

1 Yo 14 i

AL o

A 1 :mn 3 m’iﬂ'n
Most popular citizen

priorities | Tihl —W’

Alarmingly, businesses’ least
- prioritised goals are those that are

most important to citizens

We selected two commonly used

business indicators per SDG and
scored how well each company is
reporting on their priority SDGs.

Most SDG reporting is still at a qualitative level only

Average reporting |
quality i

2.035

Reporting quality scoring method:

0 Not reported
riptive comment
iption of ambition

4 Quantified KPI and target
5 Quantified KPI and target
and link to societal value
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General trends - SDGs and TCFD ¢¢
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Business as usual won't work. The top five
long-term business risks are all
sustainability risks: Water crises, failure of
climate-change mitigation and adaptation,
extreme weather events, food crises, and
profound social instability. This means
sustainability must be an integrated part of
business risk management.

Pw( Global CEO Survey 2016

CLEANWATER
AND SANITATION

RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

O

SUSTAINABLE
DEVELOPMENT

{JALS
=’ll‘=
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General trends - SDGs

Launched at PRI in Person in
September 2017

Making the case for why
investors should engage with the

FHESEG :
SDGs INVESTMENT £
5 areas explored: SR o P

WORKING DRAFT

« Fiduciary duty

« Macro risks and
opportunities

« Micro risks and opportunities
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General trends - SDGs

Business
Rep: rting on
the SDGs

“The SDGs provide a unique
opportunity to elevate communication
on sustainability. Governments have
emphasized this agenda through SDG
12 - recognizing how important it is
for companies to adopt sustainable
practices and integrate this
information into their reporting cycles.
The expectations on companies are
huge. Companies that align reporting
and communication with the SDGs will
be speaking in the same language
that increasingly is adopted by
governments, foundations, NGOs and
even investors.”

-
s

Lise Kingo
CEO & Executive Director, United Nations Global Compact
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TCFED core recommendations

Governance

........................................................ Strategy

PwC Global SDG Reporting
Challenge

Metrics
and targets

Governance

The organisarion’s governance around climare-related risks
and opportunities

Strategy

The acrual and potential impacts of climate-related risks and
opportunities on the organisation’s businesses, strategy, and
financial planning

Risk management

The processes used by the organisation to identify, assess, and
manage climate-related risks

Metrics and targets

The metrics and rargets used to assess and manage relevant
climates-related risks and opportunities
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What makes TCFD different?

PwC Global PE Survey 2016

PwC Global SDG Reporting
Challenge

General trends

#2

The use of scenario

analysis in assessing
the potential impacts
of climate change to
a company’s
Sfinancials

#1

The emphasis on
Sfinancial disclosures
in financial reports

#3

It is a private sector-
led initiative and
represents a well-

debated, collaborative

balance amongst its
members
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NHH B8
NORSK VENTUREKAPITALFORENING
nv C a J Argentum

Centre for
Private Equity

WORKSHOP ON ESG AND SUSTAINABILITY IN PRIVATE EQUITY
Monday 11 December at PWC's offices in Oslo

Dronning Eufemias gate 8, 0191 Oslo

PROGRAMME
Breakfast - Coffee an
Opening - Carsten Bienz (NHH)

Introduction to ESG
Sveinung J sen (HIL) & Lars Jacob Ty sdersen (NHH)

ESG and Value Creation in PE - Jaideep Das (ERM)

9:35-10:05 The GP's perspective on ESG | - Jackie Roberts (Carlyle)

10:05-10:35 The GP's perspective on ESG I
Narve Reiten & Line Tennessen (Reiten)

10:35 - 10:45

10:45-11:05 The LP’s perspective on ESG |
Susanne Gloersen (Formuesforvaltning)

11:05 - 11:25 The LP's perspective on ESG 1|
Jon Fredrik Vassengen (Argentum)

International Perspectives
Jeanett Bergen (PWC)

Short Discussion and Closure
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