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a) [bookmark: _Toc117096450]Environmental, social and governance (ESG) policy

We are committed to integrating ESG risk management into our investment process, from screening to exit.[footnoteRef:2] We are also committed to operating in a transparent, ethical and compliant way; therefore, we view business integrity as a core component of ESG and responsible investing.  [2:  ESG risk management focuses on the operations of a fund manager and portfolio companies. Meanwhile, impact investing focuses on the outputs of a business (i.e. goods, services, jobs, taxes etc). For example, multinational tobacco companies are often top performers at ESG risk management, but among the worst performers from an impact perspective (i.e. addictive and carcinogenic products).    ] 


Identifying and mitigating material environmental and social (E&S) and business integrity (BI) risks – collectively referred to as “ESG risks” – helps to protect and create value across portfolio companies. Sound risk management can lead to reduced regulatory action, lower employee churn, higher productivity, alignment with consumer expectations, facilitating new market entry and access to additional pools of capital, among other drivers. ESG risk management is therefore a key ingredient to our success and resilience, and to delivering both financial returns and development impact. 

In a venture capital context, developing fund manager-level systems and processes to support founders to consider and embed ESG considerations into their business at an early stage – such as during product development – can be particularly beneficial, rather than trying to retrofit good practices at a later stage. 

The following areas – amongst others – are pertinent ESG topics that are covered under this management system. 

	Key E&S topics 
	Key BI topics 

	Labour and working conditions, including in the gig economy
	Fraud

	Occupational health and safety, including road and fire safety 
	Corruption

	Gender-based violence and harassment
	Money laundering and terrorist financing 

	Resource efficiency
	Breaches of sanctions regimes

	Child protection, including content moderation
	Tax evasion and other criminal conduct

	Client protection, including responsible lending 
	Cyber security

	
	Political exposure 

	
	Conflict of interest 

	Cross-cutting topics

	Governance, including risk and corporate governance

	Grievance and/or whistleblowing mechanisms 

	Data protection and privacy, including human rights

	Ethics, including with use of artificial intelligence 

	Regulatory risks

	Reputational risks


[bookmark: _Toc111197820][bookmark: _Toc111210051][bookmark: _Toc111210421]
b) [bookmark: _Toc117096451]Reference framework

To implement our ESG policy in practice, the fund is committed to implementing the following E&S and BI standards – where applicable – at the fund manager level and in our portfolio, including but not limited to: [Fund managers to add any other relevant framework based on their exposure and requirements]

Core standards
1. Applicable national E&S and BI laws, including regulations preventing financial crime (extortion, bribery, fraud, corruption, tax evasion and, money laundering and terrorist financing). 
2. Applicable sanctions laws, including the UK[footnoteRef:3] and UN Security Council[footnoteRef:4] sanction regimes.  [3:  https://www.gov.uk/government/publications/the-uk-sanctions-list  https://www.gov.uk/government/publications/financial-sanctions-consolidated-list-of-targets/consolidated-list-of-targets ]  [4:  https://www.un.org/securitycouncil/content/un-sc-consolidated-list ] 

3. Fund exclusion list (see Annex 1), including BII’s fossil fuel exclusions.[footnoteRef:5] 	Comment by Robert Borthwick: The fund must do one of the following: 
 Adopt BII’s exclusion list. 
 Use the EDFI harmonised exclusion list (if another EDFI is investing). 
 Create a bespoke exclusion list including all items from BII’s list.    [5:  https://assets.cdcgroup.com/wp-content/uploads/2020/12/12150401/CDC-fossil-fuel-policy_December-2020_FINAL.pdf ] 

4. BII’s Policy of Responsible Investing 
5. IFC Performance Standards.[footnoteRef:6] [6:  http://www.ifc.org/performancestandards (Noting that IFC Performance Standard 1 on risk management and 2 on labour are most likely to be relevant to early-stage tech companies.)] 

6. ILO Conventions:
a) The eight fundamental conventions.[footnoteRef:7] [7:  https://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm ] 

b) 1 – Hours of Work (Industry).
c) 14 – Weekly Rest (Industry).
d) 106 – Weekly Rest (Commerce and Offices).
e) 155 – Occupational Safety and Health.
f) 190 – Violence and Harassment.[footnoteRef:8]  [8:  https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12000:0::NO::p12000_instrument_sort:4 ] 


Context-specific requirements
The following standards may be applicable in some circumstances:
7. UN Guiding Principles on Business and Human Rights.[footnoteRef:9] [9:  https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf ] 

8. OECD Guidelines for Multinational Enterprises.[footnoteRef:10]  [10:  https://www.oecd.org/corporate/mne/ ] 

9. The Client Protection Pathway.[footnoteRef:11] [11:  https://sptf.info/client-protection/the-client-protection-pathway ] 

10. [The European Union’s Sustainable Finance Disclosure Regulation.]	Comment by Robert Borthwick: Where applicable for funds / managers captured by the regulation. Funds based and investing outside the EU may still be captured if they market to limited partners in the EU. See BII guidance and seek independent legal advice. 

https://toolkit.bii.co.uk/wp-content/uploads/2022/04/BII-guidance-report-SFDR-for-fund-managers-in-emerging-markets-April-2022-version.pdf 

To a minimum, we will use this reference framework as a benchmark for completing ESG due diligence, developing ESG action plans, negotiating legal agreements and for portfolio monitoring. 

A company may not comply with these standards at the point of our investment. However, we will use our best efforts, in line with our influence and control, to support our portfolio companies to achieve appropriate compliance on a risk basis and in a reasonable timeframe, including through a legally binding ESG action plan. When a portfolio company’s activities change in scale or focus, we will reconsider the applicability of these standards and their implementation. 

c) [bookmark: _Toc117096452]Risk governance and organisational capacity 

We aim to have appropriate governance and oversight of ESG risks and performance through the appointment of [XXX] as an ESG Officer. 

The ESG Officer will have appropriate knowledge, commitment and capacity to manage ESG risks and have sufficient seniority to ensure that the procedures in this ESGMS manual are implemented. The ESG Officer will also be accountable for reporting E&S and BI risks and both fund manager and portfolio-level performance to senior management and other key stakeholders, such as limited partners (LPs). 

[Please describe the roles and responsibilities of the ESG Officer and members of the investment team. For example, who will be responsible for: ESG due diligence? Developing ESG action plans? Portfolio monitoring? ESG reporting to LPs? etc.]

d) [bookmark: _Toc117096453]Fund-level risk management policies and communication and awareness 

We have proportionate policies and procedures that identify and manage ESG risks and related issues and incidents connected to the fund and fund manager’s activities and operations. The ESG Officer will ensure that key policies, codes and/or procedures, setting out how the company manages key ESG risks, are maintained and implemented across the firm. These should be owned by the senior management and monitored by the ESG Officer.

These may include, but are not limited, policies and/or procedures covering [Anti-Bribery and Corruption (ABC) and Fraud, Anti-Money Laundering (AML) and Sanctions compliance, Whistleblowing, Data Protection, Safeguarding (including gender-based violence and harassment) and Equal Opportunity] [Fund managers to complete and/or list range of policies in place based on company’s processes and standards as well as LP requirements]

The ESG Officer is responsible for ensuring that fund manager’s employees and relevant stakeholders receive periodic training about the firm’s ESG policies and procedures, including the ESGMS manual. Attendance at the training sessions should be monitored by the ESG Officer, and reported to the management team and as part of annual ESG reporting to LPs. ​The ESG Officer should regularly communicate these policies with the broader fund management team to reinforce the importance of ESG integration across the investment cycle. 

e) [bookmark: _Toc117096454]ESG risk management in the investment cycle

Effective ESG risk management at the portfolio level includes i) risk assessment and ii) ongoing active ownership and risk monitoring of portfolio companies. Risk assessments should be proportionate to the stage of the portfolio company, and be used to identify adequate risk mitigation and monitoring approaches. These assessments are dynamic exercises and should be refreshed across the investment cycle, including at follow-on rounds or when the risk profile of a portfolio company materially changes. 

Risk assessments for portfolio companies typically involve identifying inherent ESG risks in the company’s business and operating model, including counterparties, supply chains and associated facilities. From a BI perspective, this also includes conducting adequate KYC and reputational checks into the entity, ultimate beneficial owners (UBOs) and controllers (individuals who have executive control and influence on the company's affairs, such as senior management, directors and promoters). 

Risk assessments help in identifying gaps between the portfolio company’s current performance and the fund’s reference framework, including national laws, the IFC Performance Standards and LP requirements, such as BII’s Policy of Responsible Investing. For early-stage companies, risk assessments should involve horizon-scanning to consider ESG risks that are likely to emerge as companies scale up. 

More information on how to conduct adequate ESG risk management based on the stage of investment is provided in the table below. 

	Objectives 
	Tools 

	Screening 

	· Identify any fatal flaw in the deal, such as involvement in an excluded activity or with a sanctioned party.
· Assign the deal a risk category. 
	· Annex 1: Excluded activities 
· Annex 2: E&S risk categorisation 

	Risk Assessment and mitigation

	· Objective: Assess the commitment, capacity and track record of the company and key executives. Analyse ESG risks and opportunities, including foreseeable changes in strategy and business plans (e.g. new products, market expansion, bolt-on acquisitions etc). 
· Process: Conduct a pre-investment ESG risk assessment of the company. This typically includes a review of ESG documentation (policies, systems and permits), a search for ESG concerns in the public domain, interviews with relevant staff and – where physical assets are relevant – a site visit.  
· Outputs: 
· Add an ESG risk analysis – summarising key findings of the risk assessment – in investment committee memos, where relevant or applicable.  
· Include ESG clauses in legal agreements with investees, such as: 
· compliance with applicable ABC, AML and sanctions regulations and safeguarding requirements;
· immediate reporting of E&S and BI incidents;
· potential veto or review rights on changes in strategy or business plans. 
· An ESG action plan should be implemented and included in legal agreements (see Annex 5), where appropriate. 
	· ESG due diligence template (as agreed with LPs)
· Annex 2: E&S risk categorisation
· Annex 3: Common ESG risks by sub-sector
· Annex 4: Recommended ESG legal clauses
· Annex 5: ESG action plan template 

	· Follow-on investments: Risk categorisation, risk assessment and KYC are refreshed and updated. Consider enhancing ESG clauses and action plan, where needed. 

	· Co-investments: Where the fund is offering a co-investment to a DFI limited partner, engage early to align on ESG expectations. Where possible, an ESG Due Diligence pack should be shared with the LP (or other co-investors as required), including the completed ESG risk assessment and KYC information.


	Ownership and ongoing risk monitoring 

	· Ongoing monitoring of ESG risks connected to portfolio companies, including refreshing risk assessments (and action plans when applicable) on a periodic basis and at key milestones, such as fundraising rounds, regulatory approvals, new market entry etc. 
· Support portfolio companies to develop ESG management systems relevant to their own activities and which will be self-sustaining without the fund manager’s involvement. Provide capacity building to help companies mitigate ESG challenges, pursue opportunities and improve overall ESG performance – e.g. deliver ESG training as companies scale in size and market presence, enhance risk governance etc. 
· Proactive management of ESG issues. When the fund holds a board seat, leverage this channel to monitor ESG performance. Where the shareholding is small, leverage legal rights and / or relationship with founders or other investors to ensure ongoing influence and information sharing.  
· Review the ESG performance of each active portfolio company on an annual basis at a minimum. 
· Light-touch and risk-based ESG monitoring to continue for dormant/failed companies. 
	· ESG reporting template (as agreed with LPs)
· Annex 6: Serious incident reporting template 

	Responsible exit and capital raising without fund follow on

	· Use relationship with founders and work with like-minded investors to ensure that good ESG practices remain in place following exit and to encourage a long-term focus on ESG performance.  
· Conduct AML/KYC checks on purchasers, as required. 
· Responsible wind downs (i.e. retrenchment planning). Given that we target a wide portfolio of early-stage companies, it is expected that some will fail. We will use our best efforts ensure that these companies are wound down in a responsible manner; potentially reducing the risk of ESG liabilities or grievances.  
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f) [bookmark: _Toc117096455]ESG reporting to LPs

a. Annual ESG reporting 
We will submit an annual ESG report to LPs within 90 days of the end of each accounting period. The annual ESG report will be in a format agreed with LPs, including BII. The report will cover details of E&S, BI and development impact performance for both fund manager and portfolio company levels. 

b. Serious incident reporting
We will notify LPs immediately of any serious incidents involving portfolio companies. These include, but are not limited to, incidents that result in loss of life; severe permanent injury or permanent damage to health; a material adverse environmental or social impact; trade union or worker strike; stakeholder unrest; material financial crime including fraud, bribery and corruption, money laundering, terrorism financing and tax evasion; financial mismanagement; breach of applicable sanctions and exposure to a sanctioned entity; legal or regulatory breaches; serious cyber security and data protection breaches; criminal activity or enquiry from government enforcement authorities; and a material breach of the reference framework. 
Safeguarding incidents will be reported to LPs ensuring a victim-centric approach (i.e. ensuring anonymity for victims and aiming to mitigate the risk of reprisals against victims).[footnoteRef:12]  [12:  Safeguarding includes a) gender-based violence and harassment, b) child exploitation, and c) modern slavery. See Addressing Gender-based Violence and Harassment for guidance. ] 

Following a serious incident, a root-cause analysis will be completed and, on a best-effort basis, implement corrective actions intended to prevent a recurrence. 

g) [bookmark: _Toc117096456]Grievance and/or whistleblowing mechanism 

The fund manager has grievance and/or whistleblowing mechanisms enabling internal and third-party stakeholders to raise concerns about the fund manager, applicable funds and portfolio company activities. The grievance and/or whistleblowing mechanisms protects value within our portfolio by enabling us to identify and mitigate challenges as early as possible; in some cases before they become more material. 

Complainants can submit grievances or whistleblowing reports via [our website or equivalent open channel], and we will respond within an appropriate timeframe. Where a complaint could represent a material breach of the fund’s reference framework, we will investigate accordingly. See Annex 7 – Fund-level grievance mechanism for details about the scheme. 

All complaints will be treated as confidential, and the fund manager will protect complainants from retaliation.

[Fund manager to add details on how to raise a grievance or whistleblowing report based on internal processes, or add a link to relevant grievance and/or whistleblowing policy]

h) [bookmark: _Toc117096457]ESG management system review

We will consider the appropriateness of this ESGMS manual on a regular basis in the context of changing market dynamics and regulatory frameworks, or where weaknesses have been identified. Any revised ESGMS manual will need to be reviewed and signed off by senior management. We will notify relevant LPs, including BII, before making any material changes. 












































[bookmark: _Toc101900475][bookmark: _Toc117096458]Annex 1 – Exclusion list 
Any of the following activities:

Production of, or trade in, any product or activity deemed illegal under applicable local or national laws or regulations or subject to internationally agreed phase-outs or bans as defined in global conventions and agreements such as certain:
hazardous chemicals, pharmaceuticals, pesticides and wastes;[footnoteRef:13]   [13:  As specified in the 2004 Stockholm Convention on Persistent Organic Pollutants (“POPs”, see www.pops.int); the 2004 Rotterdam Convention on the Prior Informed Consent Procedure for Certain Hazardous Chemicals and Pesticides in International Trade (see www.pic.int); the 1992 Basel Convention on the Control of Transboundary Movements of Hazardous Wastes and their Disposal (see www.basel.int) and WHO Recommended Classification of Pesticides by Hazard Class Ia (extremely hazardous); or Ib (highly hazardous): http://www.who.int/ipcs/publications/pesticides_hazard/en/; as may be amended from time to time.] 

ozone depleting substances;[footnoteRef:14]   [14:  As specified in the 1999 Montreal Protocol on Substances that Deplete the Ozone Layer (see www.ozone.unep.org), as may be amended from time to time.] 

endangered or protected wildlife or wildlife products;[footnoteRef:15] and [15:  As specified in the 1975 Convention on International Trade in Endangered Species or Wild Flora and Fauna (“CITES”, see www.cites.org) as may be amended from time to time.] 

unsustainable fishing methods such as blast fishing and drift net fishing in the marine environment using nets in excess of 2.5 kilometres in length;	
Production of, or trade in, arms (i.e. weapons, munitions or nuclear products, primarily designated for military purposes);
Production of, use of, or trade in, unbonded asbestos fibres;
Production of, or trade in, radioactive materials;[footnoteRef:16] or [16:  This does not apply to the purchase of medical equipment, quality control (measurement) equipment and any equipment in which the radioactive source could reasonably be considered to be trivial or adequately shielded.] 

Prostitution.

Any businesses, if any of the following activities represents a substantial portion of such business:[footnoteRef:17]  [17:  For companies, “substantial” means more than 10% of their consolidated balance sheets or earnings. For financial institutions, “substantial” means more than 10% of their underlying portfolio volumes.] 


gambling, gaming casinos and equivalent enterprises;
tobacco or tobacco related products; or
pornography.

We shall also procure that the fund and its portfolio companies do not create products or services primarily designed to facilitate an excluded activity.[footnoteRef:18]    [18:  For the avoidance of doubt, products or services supplied to private or state security services shall be considered as a trade in arms where they could reasonably be considered to have a direct lethal application.] 



[bookmark: _Toc101900476]
[bookmark: _Toc117096459]Annex 2 – E&S risk categorisation

Please note that this methodology is used to determine E&S risk rating for portfolio companies in line with IFC Performance Standards. 

For BI risk ratings, fund managers to use internal methodology to determine ratings based on internal policies and procedures, risk appetite and applicable laws. 

	Category
	Definition[footnoteRef:19] [19:  Further guidance on risk categorisation is available on BII’s ESG Toolkit for Fund Managers.] 

	Outcome

	Low inherent risk 
(Cat C)
	Business activities with minimal or no adverse E&S risks or impacts. E&S risks and impacts are generally limited to common issues such as labour standards, and occupational health and safety. Often includes: office-based businesses, software companies and professional services. 
	Pure tech businesses often fall in this category, especially if they are early stage. Follow the process outlined in this E&S management system. 

	Medium-low inherent risk  
(Cat B)
	Business activities with the potential for limited adverse E&S risks or impacts that are few in number, generally site specific, largely reversible, and readily addressed through well-known mitigation measures. Often includes: tech-enabled business models with real-world activities (ie logistics, warehouses, healthcare etc).  
	We will consider appointing a qualified consultant to complete ESG due diligence against our reference framework. We will complete a site visit to real-world operations. We will include an ESG action plan and clauses in legal agreements with the company. 

	Medium-high inherent risk 
(Cat B+)
	Business activities with generally limited potential adverse E&S impacts or risks that are site-specific and readily addressed through mitigation measures, but which have some specific features that can have significantly larger adverse E&S impacts. Companies which trigger IFC Performance Standards 5-8 are likely to be at least medium-high risk. Often includes: tech-enabled businesses that have achieved substantial scale and have material real-world activities, potentially including construction of greenfield assets. 
	We will appoint a qualified consultant to complete ESG due diligence against our reference framework. We will complete a site visit to real-world operations. We will include an ESG action plan and clauses in legal agreements with the company.

	High inherent risk
(Cat A)
	Business activities with significant adverse E&S risks/impacts that are diverse, irreversible or unprecedented. Impacts cannot be mitigated, or, if they can be mitigated, only at significant cost. Typical sectors include: infrastructure, extractives, forestry and plantations, and heavy manufacturing. 
	We will proceed with extreme caution and consider whether we can reasonably manage the E&S risks associated with such a project. We will notify our LPs that we are considering a high E&S risk investment at the earliest opportunity. E&S due diligence will be completed by a respected international consultancy familiar with the IFC Performance Standards and the sector. The E&S due diligence will be sent to BII for comment 10 business days before a final investment decision is taken. 



[bookmark: _Toc117096460]Annex 3 – Common ESG risks by sub-sector 

Please note this list is not exhaustive and needs to be tailored to the specific deal. 

	[bookmark: _Hlk13233947]
	Manufacturing
	Cleantech
	Agritech
	Medtech
	Fintech

	Environmental
	Resource efficiency
	Resource efficiency
	Resource efficiency
	
	

	
	
	
	Animal welfare
	
	

	
	Climate change
	Climate change
	Climate change
	
	

	
	Waste management
	Waste management (including
e-waste)
	Waste management (including organic and hazardous waste)
	Waste management (including bio-hazardous waste)
	

	
	Air, noise and water emissions
	
	
	
	

	
	Sustainable materials and packaging
	
	
	
	

	Social
	Product safety
	Product safety
	Food safety
	Product safety
	

	
	Consumer protection
	Consumer protection
	Consumer protection, including smallholders
	Patient welfare
	Consumer protection

	
	
	
	
	
	

	
	Supply chain
	Supply chain
	Supply chain, including forced and child labour
	Supply chain
	

	
	
	
	
	
	Selling practices and transparency

	
	
	Land acquisition
	Land acquisition
	
	

	
	
	
	
	
	Non-discrimination (including in artificial intelligence)

	
	
	
	
	
	Financial inclusion and affordability

	
	Occupational health and safety
	
	
	
	

	
	Community health and safety
	
	
	
	

	
	Forced and child labour
	
	
	
	

	











Business Integrity
	Inventory and procurement fraud 
	Supply-chain management, including fraud, corruption and sanctions 
	Supply-chain management, including fraud, corruption and sanctions 
	Corruption (e.g. referral fees, product marketing, license application)
	Money laundering and terrorism financing  

	
	License application, including corruption and regulatory risk
	Procurement fraud 
	Procurement fraud 
	Inventory and procurement fraud 
	Sanctions exposure 

	
	Supply-chain management, including fraud, corruption and sanctions 
	Land acquisition, including corruption and fraud
	Land acquisition, including corruption and fraud
	Fraud in clinical research 
	Data protection (incl. cyber security) and data privacy

	
	Land acquisition, including corruption and fraud
	License application, including corruption and regulatory risk
	Data protection (incl. cyber security) and data privacy
	Data protection (incl. cyber security) and data privacy
	License application, including corruption and regulatory risk

	
	Data protection (incl. cyber security) and data privacy
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[bookmark: _Toc117096461]Annex 4 – Recommended ESG legal clauses 

We will seek to include the following ESG legal clauses in equity agreements with our investees to a minimum. These clauses help set expectations with founders, provide useful protections, and allow us to formally meet the expectations of our LPs. 

[Fund managers to add more clauses as needed.]

1.	ESG Compliance

1.1	The Company shall, and shall procure that each Group Company shall, comply with the ESG Standards and the ESG Laws (together, the ESG Requirements).

1.2	The Company shall [use best efforts to][footnoteRef:20] implement all actions set out in the ESG Action Plan by the dates specified for each action in that plan. [20:  Insert for minority equity investments.] 


1.3	The Company shall not, and shall procure that each Group Company shall not, engage in any Safeguarding Violation.

2.	Sanctions Compliance

2.1	The Company shall not, and shall procure that each Group Company shall not, enter into any transaction: (a) with, or for the benefit of, any Sanctioned Person; or (b) related to any activity prohibited by any Sanctioning Body.

2.2	The Company shall ensure that no Group Company and no director or shareholder of any Group Company is a Sanctioned Person.

3.	Excluded Activities

The Company shall not carry on or finance any Excluded Activities, and shall procure that no Group Company shall carry on or finance any Excluded Activities.

4.	ESG Reporting and Access Rights

4.1	The Company shall inform [the Fund] in writing [immediately upon][promptly and in any event within five days from] becoming aware of any ESG claim, proceeding or investigation by a person in respect of any E&S Laws or Business Integrity Laws being commenced or threatened against any Group Company or facts or circumstances which will or are reasonably likely to result in such claim, proceeding, or investigation being commenced.

4.2	The Company shall inform [the Fund] in writing promptly and in any event within five days from becoming aware of the occurrence of any Serious Incidents. The Company agrees that it shall supply to [the Fund] within 14 days of the Serious Incident a report in the form set out below [fund manager to include form – sample outlined in Annex 6] incorporating, in each case, details of (a) the nature of the event and the on-site and off-site effects, and (b) any action that the relevant Group Company proposes to take in order to remedy the effect of the Serious Incident.

4.3	If [the Fund] notifies the Company that it believes that there may have been a breach of ESG Requirements by a Group Company or a director, employee, or other person acting on behalf of a Group Company, the Company shall cooperate in good faith with [the Fund] in determining whether a breach has occurred. The Company agrees to respond promptly and in reasonable detail to any request for information from [the Fund] and provide documentary support for the response if requested.

4.4	The Company shall permit [the Fund] (or its nominees), its accountants and its other advisers unrestricted access to the premises of each Group Company at all reasonable times and on reasonable notice to: (a) meet with senior management of the Company to discuss any questions or issues in relation to the ESG Requirements; (b) investigate any failure to comply with or implement the ESG Requirements.

Definitions

Expressions defined in ILO Conventions have the same meaning in this [Agreement].

Environment means humans, animals, plants and all other living organisms including the ecological systems of which they form part.

ESG means Environmental, Social and Governance, including Business Integrity. [Fund manager can provide definitions as relevant.]

ESG Laws means any applicable law, rule, or regulation (including international treaty obligations) applicable in each jurisdiction in which a Group Company carries on business:

(a)	concerning the Environment and natural resource management;

(b)	concerning (i) labour, (ii) social security, (iii) the regulation of industrial relations (between government, employers and employees), (iv) the payment of wages which meet or exceed industry or legal national minima, (v) the protection of occupational as well as public health and safety, (vi) the prevention of Safeguarding Violations, (vii) the regulation of public participation, (viii) the protection and regulation of ownership of land rights (both formal and traditional), immovable goods and intellectual and cultural property rights, (ix) the protection and empowerment of indigenous peoples and ethnic groups, (x) the protection of cultural heritage, and (xi) all other laws, rules and regulations providing for the protection of employees and citizens; 

(c)	relating to bribery, corruption, financial crime, anti-terrorism, terrorism financing, anti-money laundering, Sanctions, export controls, trade embargoes and travel bans applicable to any Group Company or to [the Fund] including, without limitation, the economic sanctions and regulations of a Sanctioning Body,

including, in each case, the terms of any permits, licenses, consents, approvals or other authorisations held by the person concerned under such applicable law, rule, or regulation.

ESG Standards means the requirements set out in [See Reference Framework] to the extent applicable to any Group Company.	Comment by Giulia Rigazio: Fund manager to define reference framework based on what is included in section b) Reference Framework of the ESG MS

Excluded Activities means the list of activities in [Annex 1].

Forced Labour means any work or service not voluntarily performed that is exacted from an individual under threat of force or penalty, including any kind of involuntary or compulsory labour.

Group Company means the Company and any company which is for the time being a subsidiary of the Company. 

ILO Convention means a convention of the International Labour Organisation (ILO), the tripartite United Nations agency, whose conventions may be downloaded from the ILO website: http://www.ilo.org/global/standards/lang--en/index.htm.

Sanctioned Person means a person that is:
 
(a)	listed on a Sanctions List, or directly or indirectly owned, or otherwise controlled, by any one or more persons listed on a Sanctions List; 

(b)	located or resident in, or incorporated or organised under the laws of, a country, region or territory that is the subject of country-wide, region-wide or territory-wide Sanctions; or

(c)	otherwise a subject of Sanctions.

Sanctioning Body means any of the United Nations Security Council, the United Kingdom (including Her Majesty’s Treasury) and OFAC [Fund manager to add any other relevant sanctioning bodies]. 

Sanctions means the economic sanctions laws, regulations, embargoes, or restrictive measures administered, enacted, or enforced by any Sanctioning Body.

Sanctions List means the 'Specially Designated Nationals and Blocked Persons' list maintained by OFAC, the Consolidated List of Financial Sanctions Targets maintained by Her Majesty’s Treasury and any similar list maintained by any Sanctioning Body.

Safeguarding Violation means any action or series of actions undertaken by the person concerned, its directors, employees or other persons acting on that person’s behalf (or their respective directors, employees or agents) that:

(a)	involves Forced Labour;

(b)	contravenes ILO Convention 190 (Violence and Harassment) or otherwise involves the exploitation, abuse or harassment (being any form of unwanted verbal, non-verbal or physical conduct, whether by force or under unequal or coercive conditions) of any person that is directed at such person because of their perceived or real sex or gender, or that disproportionately affects people of a particular sex or gender; or

(c)	involves the exploitation or abuse of a child.

Serious Incident means any of the following which affects any employee, customer, supplier or other person who has dealings with, or is affected by the activities of, a Group Company [or a Client] or which occur on or nearby any site, plant, equipment or facility of any Group Company: 

(a)	an incident resulting in death or permanent injury to any person;

(b)	any other incident which has a material negative impact on the Environment or the health, safety and security situation (including without limitation any explosion, spill or workplace accident which results in death, serious or multiple injuries or material environmental contamination);

(c)	any incident of a social nature (including without limitation any violent labour unrest or dispute with local communities);

(d)	a Safeguarding Violation;

(e)	an incident resulting in breach of applicable Sanctions;

(f)	a material breach of ESG Laws or incident involving, but not limited to, bribery and corruption, fraud, extortion, money laundering, terrorism financing, and tax evasion;

(g)	a material cyber security or data protection incident; or

(h)	criminal activity or an enquiry from government enforcement authority.
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	No.
	Actions
	Responsibility
	Completion indicator
	Deadline

	1. 
	
	
	
	

	2. 
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	Serious incident report

	Fund manager name
	

	Portfolio company name
	

	Date of report
	 

	Date and time of incident
	

	Type of incident
	Fatality, serious injury, safeguarding event,[footnoteRef:21] human rights incident, material data breach or cybersecurity incident, community unrest, labour strikes, significant environmental event, material fraud, corruption or extortion, money laundering or embezzlement, sanctions breach, criminal activity, legal or regulatory breach, etc [21:  Safeguarding includes a) gender-based violence and harassment, b) child abuse or exploitation, and c) modern slavery.] 


	Victims 
	Number and type of victims (i.e. employees, contractors, customers, members of the public etc)[footnoteRef:22] [22:  For safeguarding incidents, please do not include any personally identifiable information. A survivor-centred approach should be followed that protects the identity and interests of alleged victims.] 


	Description of events
	· Summary of number of individuals involved, including witnesses, differentiating between employees, contractors, and members of public or authorities
· Sequence of events, including immediate causes. 
· Any publicity or media resulting from the incident

	Investee management response
	1. Investee view of incident – degree of severity, possible uncertainties or disputed facts to be investigated.
1 Status of investigation.
2 Individuals or organisations responsible for managing incident. Also indicate if a third party (authorities, investigators/ consultant) has been involved.
3 Immediate actions taken by investee and other parties. If a safeguarding incident indicate what necessary measures been taken to ensure that the victim is safe and confidentiality respected.
4 Details of reporting to authorities or regulators when required. 
5 In the case of safeguarding, what measures have been taken to rehabilitate (e.g. access to medical, psychological and legal support) or restore (e.g. return of property, payment of due wages) the victim? Was this remedy requested by the victim? 
6 Reports produced (and outstanding, if any).
7 Monitoring/reporting arrangements to follow up on efficacy of actions taken.

	Root-cause analysis
	· Initial assessment of the likely initiating event or failing from which all other causes or failings sprang. Root causes are generally due to management or organisational failings (rather than blaming an individual). 

	Corrective actions
	· Initial corrective actions identified to prevent a recurrence. 

	Conclusion
	· Next steps: whether to close the case, or proceed with investigations, how to do so, and the rationale for it. 
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Which stakeholders can use our grievance mechanism?
Any stakeholder affected, or likely to be affected, by the fund’s activities, including the activities of a portfolio company. For example, employees, contractors, supply-chain partners, customers, local community members etc. 

How can stakeholders submit a complaint?
Via our website or the following email: xxxxx

What responsibilities do we have towards complainants?
We will protect the identities of all complainants. Any assessment of eligibility or subsequent investigation will consider the best interests of potential victims and be designed to protect complainants from reprisals. 

What types of complaints will be eligible for further investigation?
If the complaint is about a portfolio company, the fund must have a current financial relationship with that entity. 
The complaint must contain allegations associated with material adverse impacts or risks, including breaches of the fund’s reference framework. 
Anonymous complaints may be eligible. However, it may be harder to confirm eligibility in the absence of specific details. 
Complaints intended to be vexatious are not eligible. 

Who is responsible for assessing the eligibility of the complaint?
The ESG Officer is responsible for assessing the eligibility of the complaint and will make a recommendation to a senior partner about whether to conduct an investigation. 

Who is responsible for investigating an eligible complaint?
Following senior partner approval, the ESG Officer is responsible for investigating an eligible complaint. The ESG Officer may appoint a consultant to support with challenging or complex complaints. 

What are the timelines for the investigation?
Acknowledgement of receipt: Within 10 business days of submission. 
Assessment of eligibility: Within 20 business days of submission. 
Investigation: Within 40 business days of submission. 
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