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What to do about ESG in
venture and growth capital



Overview
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I ESG topics are human topics first and foremost

P Absent clear regulation and definitions our morals
and principles remain key drivers of ESG activity

» | am a second generation immigrant with three
children of whom two are daughters and care about

® CGender diversity and equality

@® Carbon neutrality

@ Helping everyone access economic
opportunities



Who are AVP?

We believe that tech is the most powerful tool to address our world’s challenges,
so we give financial means to the best tech entrepreneurs to execute their visions
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DIRECT INVESTMENT INVESTMENT
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Who are AVP?

1

$1.3B venture capital
firm backed by AXA
and other LPs
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AVP makes direct
investments in
Enterprise
Software,
Fintech/Insurtech,
Digital Health and
Consumer tech,
and fund
investmentsin
tech-oriented GPs

Our job
We raise funds from investors on a global basis, our clients, and we invest them in private, young tech
companies in Europe (incl. Israel) and in North America, and in tech funds, targeting a high level of return for our

clients after 5 to 10 years
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AVP invests in
outstanding
companies that
impact their
industries, in seed
and early-stage
companies
through AVP Early
Stage, and in
growth-stage
companies
through AVP
Capital
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AVP aims at
leveraging their
investments in
technologies to
promote better
environmental,

societal and

governance
practices via a
proactive minority
shareholder’s
influence, and has
committed to
numerous ESG
initiatives
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AVP’s Fund of
Funds practice
invests in top tier
early to late-stage
funds globally. We
also make
secondary
portfolio
purchases and
co-invest
selectively
alongside our
fund managers
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Experienced
teams based in
San Francisco,

New York,
London, and
Paris.
Representative
officein
Singapore

7

AVP has
developed
expertise in

business

developmentand
business support
for its portfolio
companies. In
particular, AVP
has a proven
track record of
creating value by
developing
business
relationships
between its
portfolio
companies and its
LPs



Even firms driven by their values take a while to embed

sustainability
- N
WE STRIVE WE GET WE ARE IN THIS
FOR EXCELLENCE THINGS DONE TOGETHER
Investment performance, Bias for action, Think big, Firm first, Trust,
Results, Meritocracy Entrepreneurial mindset Diversity & Inclusion
» Z> 7
WE SAY THINGS WE BUILD LONG TERM WE ACT
AS THEY ARE RELATIONSHIPS WITH HUMILITY
Transparently, Honestly, Entrepreneurs, LPs, Respect, Listening,
Respectfully Stakeholders Open-minded
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What to do about ESG

What do to about ESG - situation and key questions

Thus far most ESG activity has been

ESG topics are (rightly) moving up the Until gO\./e.rnments price In . N characterised by the writing of reports
- nda of societies and investment I \ externalities such as CO2 emissions '@' without creating any real change in
to ?g:d ar0 nd the world I. optimising financial returns s . the econom af be:t avoidin %bad
unds arou insufficient to deliver ESG goals — Activities v &

Relative to mature public companies
startups are mostly loss making and
focused on not running out of cash,
how can we impose ESG costs at this
stage and should we?

Finally, with SFDR increasing in

= importance how should GPs and LPs
be factoring this into their fund
practices and due diligence

To make real change will add
incremental cost and challenges to
startups and therefore to venture and
growth funds and their investors

R

In today’s discussion we will focus on
sustainability (really CO2) because of
SFDR but there is at least as much to

say about gender diversity
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What to do about ESG

The downside of failing to meet ESG expectations according to CEOs —
investors are key to driving change
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and/or difficulty in challenges gaining an adge continued tenure employees
raising finance
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What to do about ESG

What is ESG?

UN Sustainable Carbon S Sustainable
Development neutrality by Finance Disclosure

e o
Goals? 20507 Diversity: Regulations?

Who decides on the priorities?
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What to do about ESG

There are multiple constituents whose priorities need to be balanced

B Individuals
Many people care because they feel it's the right thing to do

. Limited Partners

In Europe have typically developed their own ESG criteria and want GPs to report on
themselves and their portfolios against these

In the US more diversity than environmental focus

What about the LPs who are actively against ESG?

. General Partners

Have to balance the conflicting demands of their LPs and employees when minority
investors, have to influence without being able to dictate

) Portfolio company CEOs
Trying not to run out of cash while building a growing business

Balancing the demands of multiple shareholders and employees tend to prioritise actions
over reporting and analysis
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What does this look like for a GP
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GP investment processes

AVP developed an ESG approach based on multiple pillars

Extrafinancial
Investment reporting Dedicated

Exclusions measures within Partnerships
portfolio
companies

Sponsoring CMN to give access to
culture in France to the most
vulnerable

- Existence of carbon footprint
reduction measures
- The reach of profit-sharing

Examples:
E: Coal mining, oil extraction, palm
oil and more

Advisory Board

S: Tobacco, weapons Dedicated mechanisms X
manufacturing ReSOUrces - Proportion of women/men within with
G: United Nations Global Compact staff, management and board unparallelled

CENTRE =
ESG T = &

expertise MONUMENTS & w
NATIONAUK
n |

Former French Environment
Minister

Partner level and
voluntary support from
the team

Chief Sustainability Officer of Accor
Group




GP investment processes

ESG has to be integrated into investment analysis and decision making (1 of 2)

IC challenges investment AVP permanently monitors ESG AVP excludes sectors for ESG
proposals on ESG matters priorities and action plans reasons

AVPESG Framawork

Environment: Reduce and offset our emissions and carbon footprint; promote sustainable & responsible e 5 s
AVP invests into innovative start-ups with a significant technology component, with particular focus

Tem wotes, consumption, mobility and offices

P shartaam on digital health, enterprise SaaS, fintech and consumer platforms. The software nature of these
Optisn posi 1. Assess carbon footpeintin all offices, and flly offset eniisions verticals shields AVP from most critically exposed sectors (ie coal, tobacco, distilled alcoholic
st e s ;a‘:ﬁqﬁ'«a;:t::fu‘atfe'::;:‘ beverages, controversial weapons and ammunition, palm oil and food commodity derivatives). AVP
Didends 1 P o o syt commits not to invest into a company exposed to one of those critically exposed sectors. AVP however
o

also endeavors not to invest in entities involved in:

Protortins g ovesinns
Actian plan

adng - : gors 1 s ol mpactof " i bords vs s bar - Gambling
[Ire— - Pornography
e cmpton Sungars
. o SR —— o ot e ca
Objective 1. Wake emviranmentally sound mestment decsions
g shong
g aieng etion plan In order to comply with ESG principles, AVP undertakes to respect the following:
1. Raise swarenass in corbon -
Objective 2. Decrasse carnon footprint i due 1o board mestings - Perform an ESG risk review as part of its investment process due diligence
- Seek appropriate disclosure on ESG issues by the portfolio companies (depending on
development/maturity of business)
A acongan . o noldin 5% of mard meetinge it - Enhance effectiveness in implementing ESG principles.
Venture Partners - Report on activities and progress towards implementing ESG principles

In order to comply with laws and current regulatory frameworks, AVP informs investors on how ESG
considerations are taken into account in the investment process. These considerations are normally
clarified in each fund’s LPA (when it is required)

Beyond AVP’s investment process ESG risk review, AVP also aims to promote ESG improvements within
its participations by focusing and reporting on specific indicators (when it is applicable):

via these processes, ESG criteria are live and active components of our investment and
management decisions




GP investment processes

ESG has to be integrated into investment analysis and decision making (2 of 2)

. ESG performance monitoring part of
each quarterly portfolio review to AVP AXA Venture Partners
ensure that each partner is properly & poroto | Ee—
challenged on financial and ESG »
Criteria

ESG KPIs

. Systematically questioning portfolio pocuments
Companies on their own E SG rules and Data Collection ' Has a carbon footprint reduction progam in place Yes Yes
requesting regular monitoring of 3

o o o . 6 ESOP currently attributed for employees 9.1% 9.1% 9.1%
extra-financial criteria

men among Board members 12.5% 12.5% 12.5%

% women among Managemen! t team 40.0% 40.0% 40.0%

women among All team 30.00% 30.00%

ESG KPIs (Comments)

DEC 2021 SEP 2021 JUN 2021 MAR 2021
Fleet electrification ratio (3.1 Fleet electrification ratio (% of
Has a carbon footprint red o
of bookings, 2.4% of fleet) bookings) : 30
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What does this look like for an LF
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What does this look like for an LP

AVP venture fund of funds

AVP Diversified IlI

o £€300M

.Ae
AC o0
¢ P“‘g\'eﬂwg ge™
S W0 . . .
p\oﬂee e Primaries Secondaries Co-Investments
A
Barbell approach providing Relationship-driven Selectively investing
access to established firms & sourcing combined with alongside our portfolio GPs
upside potential through data-driven pricing in their ‘best ideas’

emerging managers

A h fun ~ . . . eps s
@ ccess to the I?ESt tnds ¥ Data-driven advantage Active diversification
worldwide

"  Deep networks and relationships ® Competitive advantage with ®  Balance between established

our proprietary internal “full-stack’ firms and emerging
database, Atlas ‘boutique’ firms

®  Not only access, but also
allocation

®  Augmented capital deployment
and return through combination
of primary commitments and
secondaries / co-investments

ATLAS = Diversification as a‘key driver of
portfolio construction
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Sustainable Finance Disclosure Regulations

“Transparency of the integration of sustainability risks”
In this phase you should show you have identified,
considered and tracked key metrics related to
sustainability risks

Article 8 “Transparency of the promotion of environmental or

social characteristics in pre-contractual disclosures”

e Start to show how you will promote these objectives
beyond just tracking the risks and identifying the

benchmarks you measure yourself against

Article 9 “Transparency of sustainable investments in

pre-contractual disclosures”

* Need to show investment exclusions that make clear the
difference from a non-ESG fund

* Non-financial objectives are often core

~'P




How do you turn this into practice?

W Discuss the topic with your portfolio/potential GPs as soon as possible — this is a multi-
/\/ year and probably multi-fund initiative

JA Beclear about your objectives in this domain with your own stakeholders and investors
and discuss the trade-offs with real examples

O “First know thyself” — technology firms look a lot like investment firms and the lessons will
4R  apply elsewhere

A Don’t be shy of taking the first steps to improve the situation even if they don’t solve it
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| am always interested to discuss these topics further

© m

HTTPS://WWW.LINKEDIN.COM/IN/GROWTHCAPITAL TWITTER: IMRAN_AKRAM
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https://www.linkedin.com/in/growthcapital

AXA Venture Partners

WWW.axavp.com
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