&) Cleantech Forum Europe | Stockholm

Approaches to Assess and
Measure Impact



MODERATOR: CRAIG DOUGLAS CYRIL GOUIFFES DENNIS PAMLIN NICOLAS PIAU
JULES SET Ventures European Research Institute TiLT Capital

BESNAINOU Investment Fund of Sweden
Cleantech Group

® Cleantech.
.. Group



PARTNERS

TiLT|| CAPITAL

2019 Cleantech Forum Europe
Nicolas Piau

22 May 2019

Cleantech Forum Europe - 22 May 2019 ThLT ’” CAPIT/A\L



ESG and Sustainability

Investing in “green energy” is not sufficient in itself

Our vision:
+ Environmental responsibility is consubstantial to energy transition
* The granularity of investments entails a multiplication of players with a wide range of social standards

* The notion of « transition » implies significant social and cultural disruptions, requiring a long term
perspective

| Environment | Social, Ethics and Governance

Managing environmental externalities to preserve Diversity in the workplace is a clear signal to a
license to operate and anticipate regulations company’s insertion in its local environment
Climate change is a game changer in energy A fair split of value creation amongst stakeholders
investments helps tackle rising inequalities

Land contamination focuses attention because of Transparency of decision making fosters

impact on human health and remediation costs stakeholders engagement

Sustainability of supply chain for energy intensive Continuous employee development and training is
industries and for buildings essential to transitioning industry
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Climate Change is a Sustainability issue
How the investment sector will tackle the “S” in ESG is critical

‘Yellow vests’ spark EU debate about just transition to clean
energy

By Frédéric Simon | EURACTIV.com #9427 nov. 2018
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ESG and value creation
The focus on correlation fails to see the bigger picture

HR practices & firm performance

Core HR practices (recruitment, training,
development, compensation, etc.)

Strong Correlation! (0.55 R?) 2 with

Organizational Commitment = desire to see
company succeed?

* Belief in & acceptance of goals & values

* Willingness to exert efforts (motivation)

¢ Unwillingness to withdraw from target
(continuance)

Strong Correlation (0.42 R?) 4 with

Increased productivity

Safety & firm performance

Occupational safety policies & safety
management systems

Strong Correlation® (0.55 R?) © with

Competitiveness

* Image & reputation
*  Productivity
* Capacity to innovate

Supplemented by empirical studies on links
with financial performance” :

* 17% increase in productivity
* 9% drop in absenteeism & turnover
+ Impact on insurance and claim costs

Notes 1, 2, 3,4, 5, 6 and 7: sources available upon request
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EIF Impact strategy &
Impact Measurement




Suppeorting Impact companies
Across the Value Chain

Porffolio Guarantees & Credit Enhancement

VC Lower Mid-market & Mezzanine Funds

Payment-by-Results investment schemes

Impact Funds

VC Early Stage

Business Angels

Microcredit

Incubator/Accelerator-linked funds Social Impact focused tools
Tecnnoiogy Transrer

PRE-SEED PHASE SEED PHASE START-UP PHASE EMERGING GROWTH DEVELOPMENT

EUROPEAN
INVESTMENT
FUND



EIF approach

Q A deliberate pragmatic definition of “impact”, different from ESG-focused funds, or CSR
investing

> Intentionality
> Scalability
> Positive correlation between impact and financial performance



Impact metrics: implementation and reporting

Input GP:
Define at least 1 and up to 5

impact indicators per portfolio
company

1 unique quantifiable target per
indicator

Define a weighting for each
indicator, representing the
importance of each impact
achieved by the business model

Role of the

Advisory Committee (or equivalent

Investors’ Committee)

Approves indicators
Approves targets
Votes upon request of the GP on:

v" Removing indicator

v' Adding indicator

v' Modification of an indicator
v' Modification of a target

Consolidation of impact

Reporting
* Annual reporting

multiples at
(i) company level and
(i) portfolio level "




Porifolio Impact Multiple and Carry distribution

a First and foremost, this mechanism becomes relevant only when the
fund is in the financial carry.

Portfolio social impact Portfolio social impact Portfolio social impact

multiple below 0.6 multiple between 0.6 and 0.8 multiple higher than 0.8

Between 50% and 100% of
the carry is distributed to the

No carry is distributed to the . o
predefined carry recipients.

predefined carry recipients.

- . o .

Cosdonaadiootirg | Therendbuedeans | W oftecry e

party foundation/NGO/social onate ‘toat Ir party e
foundation/NGO/social carry recipients

enterprise proposed by the
team and approved by the
Investors’ Committee

enterprise proposed by the
GP and approved by the
Advisory Committee
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We invest in European early growth-stage companies

that impact the future of the global energy system

We are the only European financial VC purely focused

on the Energy System Transition
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IN SHORT

ESG - how to build a good and succ
Internally focused

Impact - How to measure the ex
company has, we look at Dir



= SET has long been a leader in ESG in the Venture Capital Community and actively promotes good ESG
practice in the industry. We aim to continue to be best in class in ESG performance and
implementation.

= We expect all companies we finance to:

@ Impact the energy transition D Constantly report and improve on their own
== ESG in a transparent manner

{\:"E% Provide substantive, positive, &(S Engage with customers and suppliers to
measurable impact on the environment improve their own ESG systems

Q Compliance with all laws and 878 Apply high ethical standards
= conventions

Q
% % Provide a positive working environment

We apply these principals to the way we operate and include this as part of our investment
process



WHY IMPLEMENT STRONG ESG POLICIES?

We believe that ESG excellence is key to building
successful companies that can scale, create value
and good economic returns to our investors.

Companies that focus on ESG performance are
actively managing their internal risks.
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We believe a pragmatic approach to ESG implementation at companies

Talk with management teams - conversations change from “Why should | do
this?” to “We should do this to help our business grow.”

Highlight the key issue areas and work on them - before bringing up more

Integrate into the company process, identify - assess - improve

Make things easy for the company - make your required reporting easy



IMPACT

We look at the direct impact that our portfolio companies
have - primarily on the benefits to their customers

Our investment focus means that every portfolio company
has an impact on the Energy System Transition

AFFORDABLE AND INDUSTRY, INNOVATION
CLEAN ENERGY AND INFRASTRUCTURE

&
0
In practice this means measurable impacts on Energy
and CO, Emissions
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YO @ Ventures
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We believe in a practical approach to impact reporting

We define 1-5 non financial KPIs with the company to derive the impact
performance of the company

We create reasonable targets, calculated using the KPIs, during the investment
process.

We report and review the progress annually of each company and the total fund
performance

Any impact metric requiring more than 4 calculation
steps is not a sensible metric to use



We believe in the need to change the way we create value for future generations

Next to financial performance targets we define impact targets per individual
investment and link our remuneration to this performance

This is done in such a way as to not change the financial distribution to the LPs -
which is purely based on the fund financial performance and hurdle

50% of the fund manager’s carry is linked to the impact performance of the
portfolio

Any carry amount that will not go to the fund manager because environmental
impact return has been missed, will be donated to a cause selected by fund
manager and accepted by the LPs




INTEGRATION IN TO INVESTMENT PROCESS

Investment process ESG integration ESG documentation Impact integration

Intake

- 1

EurtherAnalysis
IermiSheet
Duebiligence

Inv. Proposal

o — DY Non financial KPI
Finalize deal :
company reporting

BEIEEINEND

P Ventures

)
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FOR FURTHER INFORMATION:

Craig Douglas, Investment Manager

CraigDouglas@setventures.com

Wouter Jonk, Managing P

WouterJonk@setventures.
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1.5°C COMPATIBLE

MISSION SOLUTION

‘Ml INNOVATION | FRAMEWORK

-

Accelerate

Reprioritize

L
LU — Tyndall’Centre Swedish eit ) Climate-KIC
CARBON for Climate Changs Ressarch Energy Agency
T R u s T ate-KIC is supported by the

WWF 4 s o Epen o



X @ Not Secure | mission-innovation.net Q % © 8 0 Vn -

Apps B3 Global Trends & Synology DiskStat... ) Messages forweb [E5 Eco-Civ [EF +companies [ Platform-cluster £ Digital Twin [E5 Cybercom E3 Fenix B3 Ownpages [ Digital Sustainabili...
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Framework for Assessmg Av0|ded Em|SS|ons

1‘The Framework is supporting an accelerated uptake of dlsruptlve solutions by supportmg increased
ot ;ttransparency regarding actual and potential greenhouse gas reductlons maklng it easier to identify,
B support and invest in the next generatlon of solution providers. W




1. Three-steps towards a solution/innovation agenda

Accelerate

Reprioritize

From only:

1. Risk
2. Divestment Reframe
To also:

1. Opportunity
2. Impact in society

Users of
Solutions
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2. Quantify Avoided Emissions

Rebound
effects

Mo\ MISSION 3 TION Solution

MY iINnovATION

wv
+—
3
=
Q
on
£
=
©
L=
w

Carbon Total
Volumes x Abatement Carbon
Factor Abatement
f

|
()

Framework for Assessing Part1 s

Avoided Emissions 8

Accelerating Innovation and disruptive Athree-step approach to support 3 Volume data
low- and zero-carbon solutions ond assess low-carbon solutions ;

" Total

probability [R¥4 ©OPeItY X P sovemert Carb
of success 4 Sren
adoption Factor Abatement
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. IPCC based 1.5 C Compatibility Mapping

MEANS-ENDS CHAINS (1.5°C PATHWAYS) .
ipcc version 3 May 2019 (o ) },mﬂﬁ,m-, ‘f{:‘s‘u‘;‘:""fzﬂ ‘ textin each boxis (1) directional (2) an action verb
NTERGOVERN xeL ox climate chanee STRATEGIES
Global Warming of 1.5°C
g :

srCENCY comrAnce
STaNOARDS i
DrNAMICALLY noen

soarz.
~PAOMOTE SUSTANABLE CONSUMPTION 5.
‘oucE pAssVE =

SrsTEm Losses —

[ursove minor—]

IWPROVE ENERGY.
! owa X sovnct rEacY f
oy Ganuan || ANALYTKS To = REDUCE AESOURCE
TEHmOLGES 8 (|

AT O USESUL

e
mMooULAR | mEsouRCE use = — — N\
NFRASTRUCTURE 1 IPROVE MATERIAL
| emne / et
oot | cooms s seevers |
oot || oo f
ourion. (s auos | | oot cacian
awson. | gromss | o
INFRASTRUCTURE -

~ ‘ otuven Mont
> - SERVICES FOR LESS.
By o waouRet Wt
\
5 = DECARBONSSE
smes - ~ v sy
& e Lo MPROVE URBAN
oo & < Jarsconcs A
G 1635 N Secanscnst oo e
[
Ly covonae
scachay o iacr
NEW SERVICES. s

vsuns
WOESHREAD
usionm sccsssauTy 10
DOFTER MOAES SR SeRvEs

oeenup susrant ou:

uusToRy P
CONDMONS FOR
NG S AMNAGE RESOUND
oF Fossi. ENSURE MARKET e
RANCING]
PAND BICENERGY
Cho® PAODLCTION

EE

) wTEGRATE
MANAGE NG FO8 | AGHCULTURE
NETCARBON SIS, nan sysTo

oerovecaTve
UISSION.

coNSISTENT




Shifting the global conversation, focus and action

We will bring >100 solutions with > 2 Gigaton
of reduction potential by 2030 to Mission Innovations
4™ Ministerial meeting.

We want to support and collaborate with leading

stakeholders who can help

1. Gather >1000 solution providers with > 40
Gigaton of reduction potential by 2030.

2. Explore how accelerated uptake and investment in
such solitons can be 1.5C compatible

We will launch this at COP25 with an investor
challenge for MI5. Please join us

7\ MISSION SOLUTION
2 INNOVATION | FRAMEWORK

Accelerating innovation and disruptive
carbon solutions

e (Beiiir

Glgatons

of avoided emissions
from 100 solutions

100 innovative clean enel and
5fr mework explor: d tﬁ d d th
Mission Innova t nitative the
1.5 °C Compatible Sol Iut F ramework’ hav

the potential to deliver by 2030

misolutionframework.net |


https://www.misolutionframework.net/
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