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1. Infroduction

The purpose of this document is to set out
the basic principles and minimum sustain-
ability standards (Environmental, Social,
and Governance, “ESG”) to guide Staff
Members and Contractors of B Capital
Partnersin the conduct of their day-to-day
activities. This document forms a critical el-
ement in ensuring that Staff Members and
Contractors are fully aware of B Capital’s
expectations and requirements with re-
spect to sustainable infrastructure invest-
ing. This policy is not infended to be a
comprehensive guide to all ESG obligo-
tions, issues and opportunities. It rather
aims to promote and enhance B Capital’s
culture of responsible investing within the
framework of sustainability considerations.

B Capital Partners is a signatory to and fol-
lows the 6 UNPRI Principles (the “Princi-
ples”) listed below when incorporating en-
vironmental, social and governance crite-
ria into B Capital’s investment- and asset
management processes:

1. We willincorporate ESG issues into in-
vestment analysis and decision-mak-
ing processes.

2. We will be active owners and incor-
porate ESG issues info our ownership
policies and practices.

3.  We will seek appropriate disclosure
on ESG issues by the entities in which
we invest.

4.  We will promote acceptance and
implementation of the Principles
within the investment industry.

5. We will work together to enhance
our effectiveness in implementing
the Principles.

6. We will report on our activities and
progress towards implementing the
Principles.

B Capital has demonstrated its commit-
ment to integrating ESG aspects into the
industry’s investment and monitoring pro-
cesses via several industry inifiatives and

publications. Most importantly, it devel-
oped an ESG DD tool for direct infrastruc-
ture investing together with and for GRESB.
In 2019, B Capital has joined GRESB Infra-
structure, an investor-led mission-driven in-
itiative to provide a consistent framework
to measure ESG performance based on
self-reported data that is validated,
scored and benchmarked amongst
peers.

2. Vision of sustainable infra-
structure

By its very nature, infrastructure always af-
fects the environment and/or society and
is affected by them, positively and/or neg-
atively.
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The growing importance of sustainability
factors in investment decisions presents in-
vestors with new risks and opportunities. B
Capital believes that ESG factors are in-
creasingly relevant for and can have sig-
nificant impact on both, shaping corpo-
rate reputation and determining the long-
term physical resilience as well as financial
viability of infrastructure assets. Sustainabil-
ity-themed, investable infrastructure assets
such as renewable energy plants, energy
storage facilities, resource-efficient water
supply facilities and climate-change-resili-
ent transportation systems all may have a



positive impact on the overall global sus-
tainable development of affected com-
munities. Therefore, ESG risks and opportu-
nities need to be assessed separately and
on an individual asset basis.

B Capital sees it as its responsibility to iden-
tify and avoid or mitigate material ESG
risks, and at the same time capture the op-
portunities through active ownership, forits
clients and society.

ESG factors include, but are not limited to:

» Environmental:

- Degradation/pollution  of/by air,
ground, water, noise, light, biodiver-
sity & habitat;

- Resource efficiency (sourc-
ing/use/treatment) of (raw) material
incl. supply chain, energy, water,
waste;

- Physical —impact on asset;

» Social:

- Labour: Child labour, discrimination /
inclusion, gender and diversity (inclu-
sion), freedom of association, health
and safety, labour standards and
working conditions;

- Stakeholder: Employee engage-
ment, community engagement,
community benefit (e.g. access, in-
clusion, development, social enter-
prise partnering), other stakeholder
engagement;

- Physical —impact on asset

» Governance:

- Board issues: Independence of
board chair, board composition,
committee structure /independ-
ence (e.g. audit, risk, compensa-
tion), exec compensation, share-
holder rights, conflict of interest;

- Operational issues: Bribery/corrup-
tion, fraud/cyber security, lobbying
activities, political  contributions,
whistle-blower protection.

The opportunity, not to say the duty of in-
frastructure investors is hence, to ensure
that new infrastructure assets will be built
sustainably, resilient to external challenges

and with a long-term view. Sustainable in-
frastructure should have at least a net
neutral, at best, a net positive impact on
the environment, the economy and the
society.

This means, over its entire life-time infra-
structure is required to remain equitable
for the economy and society, viable for
the environment and the economy as well
as acceptable for society and the envi-
ronment. B Capital is committed to invest
only where these three components of
sustainability are ensured.
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3. Objective

The objective of this policy is to provide
clear directions and set transparent
guidelines for B Capital’s investment anal-
ysis, decision-making, asset management
processes and potential exit procedures.
This policy lays the foundation of com-
municating and implementing our com-
mitment to the United Nations principles of
responsible investing (UN PRI) to all our
stakeholders. Given the central role sus-
tainable infrastructure may have (see Fig.
3 below), we aim for each potential invest-
ment to comply with several of the UN PRI
17 sustainable development goals (SDGs,
see figure below).
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This Policy shall provide guidance for a
standardized and regular reporting on
ESG related issues.

B Capitalis committed to continuously de-
velop and adopt best practices in imple-
menting sustainability considerations and
procedures in its investment- and asset
management process, where relevant.
This includes, but is not limited to:

= Comply with B Capital’'s sustainability
guidelines;

= Comply with legal and regulatory re-
quirements;

» Use effective environmental manage-
ment and reporting systems;

» Assess material environmental and so-
cial risks of operations and work over
time towards implementing relevant in-
ternational best practice standards;

» Engage stakeholders;

» Use natural resources efficiently;

= Implement health and safety policies
and procedures;

» Support and invest in local communi-
ties;
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* Implement strong corporate govern-
ance structures;
= Report tfransparently and fimely.



4. Implementation

This policy is reflected in the investment
process of B Capital (see figure below).

B CAPITAL
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Fund’s investment strategy, and in the in-
terest of all stakeholders.

After completion of an investment, sus-
tainability issues will be monitored on an

Investment screening Due diligence Investment decision . Ex'.' -
if applicable

= Screen compliance
with *Exclusion Lists’
of respective
investor, if any

= Screen compliance
with key governance
and business integrity
requirements

= Materiality: identify
and assess key
(potential) ESG
impact factors: risks
and opportunities

Activities

= Define the scope of ESG
DD based oninitial
materiality assessment

= Perform desk review

= Assess the
company's/asset’s ESG
commitment, capacity
to comply with ESG and
ESG track record, if any

= Site visits

= Assess the need for ESG
consultants and engage
consultants

= Develop and agree ESG
Action Plans

= Ensure influence and
oversight of ESG issues

= Prepare ESG due
diligence reports

= Provide input for the
investment decision
— Material ESG risks
both, ON the
environment and BY
the environment
— Owner's willingness
and capability to

address key ESG risks —

if applicable

— Assessment of
required resources -
costs and personnel —
as well as fime line

— Any open issues of
which the IC should
be aware

— Impact of ESG DD
results on valuation

= Taken an investment

= Establish formal
governance
mechanisms for ESG
aspects

= Revisit open ESG DD
findings — if applicable

= Specify/assess key
monitoring information
and KPIs

= Monitoring:

— Regular meetings with
the company's board
and/or management

— ESG monitoring
reports as part of
quarterly reporting

— Periodic review: ESG
management system,
performance and
Action Plan(s) of the

= Improved ESG
compliance can
enhance exit valuation

= High ESG compliance
helps to prevent
prospective buyers from
using ESG factors to
negotiate alower price
e.g. by arguing for
expensive warranties on
potential ESG liabilities

= Attract buyers forwhom
good ESG performance
isimportant and/or legal
requirement.

= Help mitigate post-exit
reputational risks

= Prepare vendor DD
documents featuring
ESG DD

decision

Source: B Capital Partners, following broadly CDC toolkit

Selected relevant ESG "“actions” form part
of B Capital reviewing investment oppor-
tunities as well as assessing (sector) rele-
vant and material ESG risks and opportuni-
ties, which potentially impact the infro-
structure asset in question during its entire
lifecycle, a so-called materiality assess-
ment. This also includes screening of com-
pliance with key governmental and regu-
latory requirements.

All potentially material ESG issues identi-
fied as part of the materiality assessment
will be further scrutinised (including site vis-
its) and the ability to manage and/or miti-
gate such issues evaluated. To this end, B
Capital will make use of external advi-
sors/specialists in the same way it consults
legal, technical or tax experts.

Any investment recommendation for the
investment committee (IC) will include an
ESG assessment/evaluation. This shall sup-
port the IC in taking substantiated and in-
formed investment decisions in compli-
ance with B Capital’'s ESG policy, the

asset/company
— Site visits
= Manage unplanned
events (accidents, non-
compliance, regulatory
changes, etc.)

ongoing basis. This shall help ensure com-
pliance with B Capital's ESG policy, sup-
port the — previously installed - formal gov-
ernance mechanisms and environmental
management systems as well as improve
ESG performance steady and sustainably.

For each asset, relevant KPIs will be identi-
fied, monitored and reported on a regular
basis. They will also encompass findings of
periodic reviews of the ESG management
systems and action plans (if required).
Such ESG information will form part of the
overall investment reporting.
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Discrimination / Inclusion
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Health and safety (employees)
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Labour standards and working conditions
Employee engagement

Community engagement

Community benefit
(e.g. access, inclusion, development)

Other Stakeholder engagement

impact on infrastructure asset, e.g. riofs

Source: B Capital Partners AG, Zurich (2020) - ESG DD Framework for Direct Infrastructure

Board issues

Operational issues

Independence of Board Chair

Board composition

Committee structure /independence

(e.g. Audit, Risk, Compensation)

Exec compensation
Shareholder rights
Conflicts of interest
Bribery / Corruption
Fraud

Cyber Security
Lobbying activifies

Politfical confributions

Whistle-blower protection
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