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Executive Summary

E, S, and G together have become three of
the most popular letters before ‘Investing’
over the last decade and there are only
signs of its acceleration. ESG Investing is a
framework that takes into consideration a
company’s Environmental impact, Social
Impact and Governance structure as well
as its financial performance to strategically
determine their investment decisions.
What was once a niche market has made its
way to the mainstream. A 2018 Deloitte
Research predicts that ESG-mandated
assets could make up 7 of all managed
assets in the U.S. by 2025 (Appendix, Figure
1)' and the 2018 U.S. Trust Wealth and
Worth Survey estimates that new
investments in ESG funds would add ~$20T
in the next two decades.? COVID-19 and
the rise of racial inequality awareness has
only resulted in heightened scrutiny of any
given company's environmental and social
impact across their supply chain. With
research demonstrating the once believed
large trade off between financial return
and sustainable impact is virtually
non-existent, the expectation is that
companies do both.

In parallel with the rise in ESG at large, we
have seen a food and health revolution.
Between 2020 and 2024, the health and
wellness food market is expected to grow
at a CAGR of 6% with a key driver being the
increasing adoption by consumers of
healthy eating habits®. Millions of dollars
from investors are flowing into this space;
all of whom are expecting a strong ROI and

significant impact within the ESG
framework. However, like for all ESG
companies, the devil is in the details.

Major criticisms with ESG investments are
that:

1. Some use it only for marketing
purposes without real effort to drive
impact.*

2. There is reporting fatigue due to the
variety of metrics and standards out in the
market.’

3. For smaller firms there is a difficulty
in funding the metrics, and thus a difficulty
for stakeholders to compare across
investments.®

Our study focuses on this tension
experienced by small to midsize private
equity firms (SMPE), as defined by assets
under management between $50M- $250M
in the food and health sector when it
comes to reporting. We focus primarily on
U.S. and European firms who have been
leaders in these investments. LPs rely on
PE firms for reporting and PE firms rely on
portfolio companies to provide the data.
The aim of the study is to develop
recommendations for SMPEs and their
portfolio companies who have limited
resources to best demonstrate their
strategy and full impact of their
investments. The study also provides a
comparison of external reporting
goals/standards such as U.N. Sustainable
Development Goals (SDG), Sustainability
Accounting Standard Board (SASB), GRI



(Global Reporting Initiative), Task Force on
Climate-Related Financial Disclosure
(TCFD), Principles of Responsible
Investments (PRI), and Impact
Management Project (IMP) as applicable to
SMPEs.

Through first-person interviews with
relevant industry stakeholders and
extensive secondary research, we
identified best practices on approaches
and key metrics across the food value
chain that SMPEs can implement in their
own reports, which are:

1. Stakeholder Management to identify
issues that are most pertinent to strategy.

2. Leverage frameworks like Impact
Management Project to integrate metrics
at a small scale that can then be built as a
stepping stone to different standards like
SASB and GRI for reporting as firms grow.

3. Create the first lowest common
denominator nutritional health metrics
around nutrient ratios vs FDA nutritional
guidelines.

4. Utilize third party ESG reporting
software to help with cost concerns.

The goal for so many ESG investments at
the core is to drive lasting, sustainable
impact that will pay off in dividends, not
only financially, but also for the
environment and society. We also know
what is measured matters, and what
matters is measured. Reporting is a key in

achieving that goal. Through choosing
effective metrics in both external and
internal reports, firms will better articulate
and integrate ESG into their strategic
vision to solve the complex problems our
world is increasingly facing across the food
supply chain.



Importance of ESG + Food & Health

ESG Investing is Growing and Why

At the origination of ESG, back in 2004-05,
there were only 50 CEOs at top firms that
had signed on to a ‘pie in the sky’ initiative
to report on their responsible investments
each year, with the goal of helping build a
bridge between sole financial focus and
environmental and social focus. In 2018,
assets under management under socially
responsible investing strategies in the U.S
was $127T7. It is expected to grow at 16%
CAGR, become ’ of all managed assets by
2025%, and add $15-20T over the next two
decades®.

When digging into this exponential growth,
it is evident that the motivations are three
fold:

1. Changing Demographics and
Preferences

The first motivation is driven by the
clients. In a 2020 Accenture survey, 73% of
financial advisors said their clients are
asking about ESG on a daily basis®. Those
clients are now looking different than in
years past. Women, Millennials/Gen
Zennials, High Networth Individuals, and
the intersection of these three identities
have already begun and will continue to
become the new face of investors.

Women comprise 57% of the U.S. labor
force", control % of the annual spending®,
and over 7 of these women are the primary

breadwinners in their household®. In prior
generations, many women left the
investment decisions to their husbands.
That mentality is being upended quickly.
Holding 60% of all personal wealth and 51%
of all stocks in the U.S*., more women are
looking to drive their investments and
specifically into ESG (Figure 2)®.

Millennials and Gen Zennials are young and
the investors of the future. Millennials are
the largest portion of the U.S. population,
roughly 72.1M people'®. As baby boomers
retire, there is an expected $30T of wealth
to be transferred to Millenials”. They are in
the prime earning years of their life and
investing differently than the generations
before them. A 2019 Morgan Stanley
Institute for Sustainable Investing report
stated that 95% of millennials were
interested in sustainable investments and
57% would have stopped investing or
declined to invest in a company based on
the company’s impact on people’s health
and well being®. The next generation, Gen
Zennials, makeup 67.17M in the United
States™ and are on track to be the most
diverse generation and dubbed the “We
Generation,” as they see the problems
facing the world as collective problems
with collective solutions*. They have a
keen interest in climate change and social
issues and are key drivers in ‘cancel’
culture. Both generations are incredibly
focused on physical and mental wellbeing.
Mintel research illustrates that over 60% of
millennials feel that their generation is



more focused on health than any
generation before them, focusing not on
just specific diets, but ingredients as a
whole and its effects on mental and
physical wellbeing. 80% of Gen Zennials
plan to go meatless 1-2x per week due to
their increased focus on health and
environment*. They are also willing to pay
a premium for healthier products®. These
mindsets will also be how they view future
investments.

High Networth Individuals in the U.S. total
roughly 5.91M people*, 610,00 of whom are
millennial® all who have financial
investable assets of at least $1m. 27% of
High Networth Individuals said in a 2020
Capgemini World Wealth report that they
were interested in sustainable products
and plan to allocate 41% and 46% of their
portfolio to businesses pursuing ESG by
2020 and 2021, respectively®.

2. Covid 19 accelerating focus on E and
S

In Q1 2020, $45.6B flowed into the global
sustainable universe, +90% YOY*. The U.S.
had $10.4B of the inflows. While the
market has been extremely volatile due to
Covid 19 with total investments down
roughly 18%, ESG funds were only down
12%. Interest in sustainable investing
jumped from 71%to 85% between 2015 and
2019%. ESG investors are naturally looking
for long term impact and thus long term
investments. Any weak performance will
just be bad turbulence on a very long
flight. But make no mistake, 2020 is
definitely an anomaly not only with Covid,
but also the social unrest around racial

inequity. People are noticing how
interrelated the environmental, health,
and social issues are and focusing their
energies and money in driving impact
there. Jennifer Tonda of Cap Markets said
that there has been a shift in the weighted
placement of investment between E & S.
“Last year green bond issuance was 80%
and social bond issuance was 20%... There
has been a switch to 60% green and 40%
social*®.”

Particularly for the food and agriculture
sector, Covid has been a massive
accelerator of disruption, affecting not
only food security and nutrition but also
the livelihoods and safety of labor all
across the supply chain®. Investments will
have to adjust to the changing consumer
needs for healthier and safer foods, and to
help create a more resilient supply chain.

3. New Age Technologies

ESG being only two decades old, the most
difficult issue funds had to deal with was
around data. In recent years, Al and
alternative data is providing more and
better quality information for investment
managers to understand ESG investments.
Companies like Enhelix Signal AI and
TruValue using data mining and Al
translate big data into curated and
actionable and at times real time ESG
reporting?>33+,




Parallel in Food & Health Trends

The global population is expected to
increase to 9.8 billion by 2050, which will
drive food demand to increase by >50%
and animal based foods by 70%%. Because
the food and agribusiness industry
accounts for a significant portion of the
increased greenhouse gas emissions
(~25%)%* and water scarcity (~70% of water
withdrawal)”, there is a focus on
addressing the environmental and social
impacts and gaps through investments
across the food supply chain. Two of the
main conventional gaps being addressed
are the food gap, the difference between
the annual amount of food required in
2050 (measured in crop calories) and the
annual amount of food produced in 2010,
and the GHG mitigation gap, the difference
between agriculture- related GHG
emissions projected for 2050 and the 2050
globally agreed target®®. To close the food
gap by 56% and the GHG mitigation gap by
1Gt?, various companies have looked
across the supply chain between farm and
fork for technological innovations. Some
include crop additives to reduce methane
emissions, improved fertilizers and crops
to reduce nitrogen runoff, and plant-based
substitutes for conventional animal
proteins*® to curb GHG emissions, water
and land use. The focus of these tend to
drive the reduction of environmental
impacts.

Some are concerned that the directives to
meet the food demand and reduce some
environmental impacts like GHG emissions
will not account for other externalities

such as biodiversity and nutritional value
of crop production* to properly feed the
growing population. A research team out of
the University of Guelph argues that there
is a nutritional gap in the current
agricultural system* (See table below).

Servings/ Current Recommended | GAP*
Person Production | by nutritionists

Grain 12 8 +4
Fruits & 5 15 -10
Vegetables

0Oil & Fat 3 1 +2
Protein 3 5 -2
Sugar 4 0 +4

* +is Overproduction, - is underproduction

To course correct would actually be both
beneficial from a health perspective as
directed by nutritionists as well as an
environmental one, requiring s50M fewer
hectares of land*. The supply side could
become a reality with the evolving
consumer preferences and regulatory
standards for more affordability, diversity,
quality and nutrition*. Consumers are
becoming increasingly more aware of the
impact their eating habits have on their
health and the environment®. There is a
rise in flexitarian diets, whereby one eats
mostly plant-based foods, while allowing
for meat and other animal products in
moderation. 1in 5 Americans have
identified as a flexitarian, citing health as
the primary driver, animal safety as the
secondary driver, and environmental
concerns as tertiary driver+. There is also a
rise in vegetarians, vegans, macro and



micro nutrients, etc. While some of these

are trends that don’t necessarily result in

healthier humans due to the complex and
individual nature of biology as it relates to
diet, movement, and genetics, it is clear
that there is renewed focus on high
nutrition food consumption. Consumers
want healthier options and products that
are produced in a sustainable manner; and
they are willing to pay more for it¥. Thus,
value creation in the food and agribusiness
sector is inextricably linked to health. With
the expectations that such investment
trends will continue, investors are finding
more reasons to back opportunities in
growth areas such as environmental and
socially friendly food production, and
health focused food production.

e In 2019 Beyond Meat, an example of an
environmentally sustainable company,
IPO has ignited the plant-based food
industry*.

e In August 2020, Vital Farms had a 60%
jump after IPO, demonstrating the
support of health focused, socially and
environmentally sustainable
companies®.

e QOatlyand Califa Farms are dairy
alternative companies that have raised
$200M>° through celebrity investors
and $225M7 in Series D funding,
respectively.

e Danone, a large conglomerate has been
driving 6-7 acquisitions every year

since 2016 that all in healthy or
sustainable or alternative proteins,
expecting these to be strong growth
areas”



ESG Reporting: The Good, The Bad,

& The Opportunity

ESG reporting goes by many names in
corporate spheres. It is sometimes known
as corporate social responsibility (CSR)
reporting, Sustainability reporting, or even
Citizenship reporting. Regardless, they all
highlight their interactions with the
environment, employees and communities
they serve. They communicate information
about the long term vision, economic
value, contributions to a sustainable global
economy, taking into consideration the
main pillars of impact within the
Environment, Social, and Governance
framework. There are key performance
indicators (Appendix, Figure 3)* within
each pillar that helps map sustainability
measurements as well as risks. Like all
things, there are benefits and areas of
improvement, which lead to opportunities.

The Good

The primary benefit for reporting on ESG
is the increased awareness of risk and
opportunities which lead to better
performance and as a byproduct lower cost
of capital*.

For many years, it was assumed that there
was an inherent trade off between driving
environmental/social impact and financial
return. A meta analysis study by Clark,
Feiner and Viehs analyzed over 200 studies
and found that of the studies®:

° 88% demonstrated that solid ESG
practices result in better operational
performance

° 80% demonstrated that stock price
performance has a positive relationship
with good sustainability practices

° 00% of the cost of capital studies
demonstrated that sound ESG practices
lower cost of capital.

MSCI, an ESG ratings financial company,
ranked the top ESG companies, and those
companies recorded better performance
than the average S&P 500%°. These firms
through ESG identify potential “blunders”
that may result in PR or regulatory crises,
while also finding new revenue
opportunities. This added information
enables investors to more accurately value
the firm's future performance. Due to the
better risk mitigation, cost of capital across
regions decreases™.

Relation between ESG scores and cost of capital differed within developed regions

Cost of capital Cost of equity Cost of debt

Europe Japan ' UsA  Ewope  Japan

Monthly averages were reported over the period from Dec. 31, 2015, to Nov. 29, 2019. The aver
over the analysis period were 538, 452 and 319, respectively.

rage numbers of companies in the U.S, Europe and Japan

Because of the clear link between business
performance and ESG metrics, ESG
reporting will become the future of
finance. This is no longer a niche market,
and has become the mainstream.
BlackRock CEO Larry Fink penned a
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letter®® to all CEOS earlier this year urging
everyone to take climate change as an
impending risk to long term growth that
needs to be accounted for within financial
valuation. His call to action was across all
major institutions to take a stakeholder
approach to address issues such as “the
diversity of its workforce, the sustainability
of its supply chain, or how well it protects
its customers’ data.” Reporting provides
transparency and tracked progress
towards their sustainability goals to help
build the strong relationship with all
stakeholders. That relationship will
provide insights to better operate business
and deliver financial results, and thus
becomes a cycle of long term growth. With
the added support, we expect improved
accountability and transparency by a
number of companies toward
sustainability goals.

The Bad & The Opportunity

When discussing all the positive outcomes
from ESG companies, the operative words
are “solid ESG practices”, “good
sustainability practices”, “sound
sustainability practices. The difficulty with
ESG reporting many times is ensuring that
the reporting of companies actually reflect
the “solid, good and sound” practices of

said companies.

Problem: There has been concern about
some bad actors who have used ESG as
solely a marketing term, a performative
tactic to illustrate their intentions or basic
disclosure but with little or no follow
through on progress. This leads to a lot of

greenwashing. They also potentially will
cherry pick the metrics that paint their
company in a good light, while failing to
disclose the negatives that have material
impact.

There is a key opportunity to institute a
process that engages stakeholders at the
front end to ensure all companies begin
with the issues faced in the sector,
identifying what is material, and tracking
accordingly. This will help differentiate
those who are talking ‘the talk’, and those
who are walking ‘the walk’.

Problem: Many firms have identified
non-uniform or commonly accepted
reporting standards as an issue and have
been voicing their concern to move
everyone to a more consistent framework.
In that venture, standards like UN SDG,
SASB, GRI, TCFD, PRI, etc. have emerged.
They each help companies to report their
social and environmental impact in
addition to their financial metrics. Due to
the lack of education of how to best use
each reporting standard, many feel
reporting fatigue with disclosure for
disclosure sake rather than for purpose.

The key opportunity is to better educate
companies on the key metrics in each
standard that will drive impact. Investors
can play a role by providing feedback on
the quality and substance of the reports.

Problem: For both large and small
enterprises, inconsistent availability and
quality of data is always a concern. But for
SMPEs and their portfolio companies,
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there is a substantial cost in both time and
money for usually very lean teams to
deliver sustainability reports with massive
numbers of metrics. Some have to reach
out to costly consultants to help with data
collection, report preparation, publication,
assurance, and ultimately the ongoing
tracking of the metrics, which could
require new IT systems.

The key opportunity is to help SMPE firms
first identify the right metrics that will
drive their strategy and then provide them
with inexpensive tools and technologies,
like AI or International Network for
Environmental Management (INEM) Tool
Kit40 to help support reporting and to
make it less cumbersome of a task. The
focus for SMPEs should be centered on
integrating the mindset into the strategy
from the onset, and then deliver on the
pertinent metrics.

Problem: With the renewed focus on
physical and mental wellbeing amongst the
younger generations, and its interrelated
nature with the macro topics of ESG, there
is an argument for a 4th macro topic:
Human Health. Many firms believe that
there is a lot of growth in this macro topic,
and a lot of nuance in driving positive
impact that is separate from the E and S
components. However, there are currently
no metrics to help guide the investments.

Different standards like SASB and GRI do
not create metrics in this space due to the
complexity of health metrics that are quite
individual. They would provide an
unbiased view standards that are not based
on the trends of the day (i.e. vegan, etc.)®

The key opportunity is to begin the process
of developing metrics that will aid
companies and investors to drive more
nutritional products and services across
the food supply chain. The expectation
would be that it will evolve with more
refined science, just as the metrics of
sustainability have evolved over the years.

To best understand the validity of these
opportunities, we will dive into the External
reporting standards (to best understand
which is used for particular purposes or
intentions), and the Metrics used by SMPEs
(to learn best practices and finally provide
recommendations on reporting).

12



Comparison of External Reporting
Standards

External reporting standards have emerged throughout the past decade to help firms
strategize their impact goals and demonstrate their delivery. With 6 major frameworks of
goals and standards like UN Sustainable Development Goals, SASB, TCFD, PRI, GRI, and
IMP, firms have the ability to choose amongst and multiple of them based on their impact
strategy. To best identify which of the many existing reporting standards/ goals would be
best for any given company, we’ve created the following comparative guide.

The Many ESG Standard Frameworks

Why? How? Pros: Cons:

. * To align to a diverse set of * Identify relevant goals, + 13000 corporate . Flexibility allows for
gg&gﬁé h;ﬁl%h% global issues that help and choose metrics to POTﬁCiPC"“-S over cherry picking metrics
G 5‘“’3 AL S dictate strategy track 170 countries v raanwashing goals

s = Adhere strategies to *  Specific targets *  Will still use 1 other
& SDG (Ex. Impact finance) towards food and standard
Audience: All Stakeholders health

To marry sustainability goals

to value creation for
investors

Designed to align with SEC

Six topics and thirteen
metrics per industry across

Use Materiality table
to understand which
of the 13 metrics to

Most streamlined
and closely aligned
to financial metrics.
Tailored to U.S.
investors with
metrics across 77

Audience is very specific,
and lacks nuance

Short history with
companies reporting in
various ways

Companies adhere to

Audience: Investors®162 77 industries industries SASB tend to be large
corporations
k-3
* To focus in on how * Answer quadlitative »  Very specific on «  Just recommendations,

climate-related No metrics provided.
Only focuses on E and
G, when there is a

trend towards

financial sectors take on questions to identify

climate specific issues risks added to other issues and tied with
including governance, standards’ metrics. financial metrics
63 strategy, risk * SASB issued * Can be included in
management, metrics and implementation 10-k or non-
targets guidelines on TCFD

Audience: Investors
measuring S as well.

financial reports
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Why? How? Pros: Cons:

& * Developed by investors * Become a signatory * Industry specific *  Flexibility allows for
i | to state ambition to for quasi-mandated goals, in the cherry picking
] | incorporate ESG yearly reporting on company of big metrics, will still use 1
* Largest voluntary progress names other standard
corporate sustainability
Audience: All Stakeholders®* initiative
k=
- P le/i . i
* To demonstrate impact * Use stakeholder Bople/ise ) Can he overwhelming
3 focused and metrics with the amount of
across multiple management to roonditaitiotd . 4 st
stakeholders identify material _O bl Mercrand. comprexy
Co e ; impact *  Metrics are less industry
. re reporter: Basic issues metrics as a core or
- - X * Global scale and specific
- * Comprehensive: all the comprehensive
o A y 45 broad range of *  Only 20 SMEs in the
metrics within the required reporter (Figure 6)
. 86,67 2 stakeholders North America reported
Audience: All Stakeholders topics
to GRI
@
* To assess impact vs doing  «  Identify impact as +/-, and whether «  Structured and * Relatively new and
IMPACT nothing to compare intended or not measurable framework untested
MANAGEMENT improvement as primary  +  Impacts are measured over 5 »  Connected to UNSDG
PROJECT goal dimensions in what, who, how much, and GRI
* Identify impacts and contribution, risk *  Great tool for smaller
understand the context * Create a narrative around the metric companies and
Audience: All Stakeholders®® around the impact driven  «  The nuanced view of impact and R

contribution of investments

Companies can report the metrics shown in the tables on a voluntary basis. The
frameworks we have illustrated are only a portion of the existing ones in the market. The
number of sustainability reporting instruments globally has more than doubled since 2013
(Appendix, Figure 4)%. Government regulations have been the driving force for the
increase. Financial market regulators are also active in issuing sustainability reporting
instruments (Figure 5)®. For example, NASDAQ has launched its new global ESG reporting
guide, which helps companies with their ESG data disclosure.

Among all the governments and entities, the EU is taking the lead on ESG regulations and
tends to be trendsetter in this space, and thus will be informative for what’s to come in
the U.S. The EU is now looking at the non-financial directives and for firms to adopt new
rules that will require investments to disclose environmental and social risks in their
investments from 2021°. Firms which claim to pursue a green or social investment
strategy will have to detail the impact of their investments. Furthermore, sustainable
investments have to be scrutinized under strict criteria and supported by scientific
evidence. The EU currently lays out six objectives including climate change mitigation,
pollution prevention™. As long as the investment contributes to one of the six objectives
without seriously harming any of the others, it can be labeled as environmentally
sustainable.

While the EU has mandates, ESG reporting and disclosure remain voluntary in the US.
Even though there are no unified standards to determine sustainability, there is an
increasing demand and pressure for companies to disclose ESG risks and data from
stakeholders™.
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Comparison of Reporting Metrics by
Food & Health Sector PE Firms

Once a SMPE understands why and how they would use the ESG reporting standards, they can
illustrate them in a variety of ways to their investors. We found that while some do publish
sustainability reports, many are still at an ask and provide model or rely on certifications or
company missions to land their messaging. Those who do publish use a combination of
reporting standards and unique features like proprietary metrics, partnerships, or specific
calculations. Through looking at a number of SMPEs, we aimed to parse out how to illustrate
their impact and the nuanced value of their investments.

PEs publishing sustainability reports

PAINE SCHWARTZ
PARTNERS

California, New York”2

About
Focus on sustainable food .
chain investing -

Invest in control positions to
impact financial and -
operational results

Over $5 billion AUM

Reporting Standards

A signatory of the PRI and uses SASB

Adheres to UN SDG goals and specifically focuses
on *“zero hunger”

Peer Benchmarking and third-party judgement to
identify material ESG topics

Unique Features

= Helps its portfolio companies
quantify specific environmental
metrics while helping them
understand social performance

= lllustrate their investments across
supply chain framework

MANDA

New York, New York”™3

MIMPACT FINANCE |

Geneva, Switzerland”

Sustainable investments
across the food value chain
in India and South East Asia
~$140-300M AUM

Invest in the food and -
agriculture sector =
Define value with 4

dimensions: Risk, Impact, Time,
and Return

Focus on Intentionality and
progress

~$25-50M AUM

Adheres to UN SDG goals

Aligns goals and strategies to UN SDG goals
Utilizes Impact Management Project

PEs publishing sustainability reports

* The firm has 6 impact reporting
principles and focuses on 8 primary
areas of social impact

* The firm also calculates SROI (Social
Return of Investment) and shows their
calculations in report.

= Certified B-Corp

* Proprietary “Kharmax Score”
rating system to codify if their
investments are A- benefitting
stakeholders, B&C- avoiding harm
and D- no impact on stakeholders.

% omnivore -

Mumbai, Delhi”®

About

Pioneered agritech investing in India.

“Financial first” impact investor

eeks to deliver market-rate venture
capital returns, while impacting the lives of

Indian smallholder farmers and rural
communities.
~130M AUM

Reporting Standards

= UNSDGs (SDG 1, SDG 2,
SDG 6, SDG 7, SDG 8, SDG
9, SDG 12; and SDG 13)

Unique Features

Three Drivers of Change

ES

pR—

/7 increasing Impeoving
Smaliholder Farmer  Smailholder Farmer | Agricultural
+ Raining termm yiatss: - Providng sccess 1o + Reduing

Seheas for fasan ond mpeoved
o | maket dynaemcs

Portland, Oregon”®

Focused on bringing scale to
regenerative food production
Sustainability-driven agriculture and
food investment firm that currently
manages two investment funds.
~midsize firm

= PRI
= UN SDG

= Awarded USDA Conservation Innovation
Grant
* Detailed internal progress metrics
= Multiple Partnerships:
* California Water Action Collaborative
* Project Drawdown
L GIIN
* Stewardship Index for Specialty Crops

Johannesburg,
South Africa 77

Zeder invests in the
“agribusiness” industry.

The firm is increasingly more
involved in its core investments.

~11,851M Rand AUM

* Doesn’t report to an particular
standards, rather strong
operating financials with
qualitative narratives of
investments.

» Zeder also subscribes to the philosophy
of black economic empowerment
(“BEE”) and encourages its investee
companies to undertake BEE initiatives.
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PEs not publishing sustainability Reports

CULTI /' IAN
SANDBOX

Chicago, lllinois”®

About

It typically invests between $5-15 million in each portfolio company over the lifetime of the investment.

Often seeks diverse representation on the BOD of its portfolio companies.

Prefers to lead new investments and often syndicate with other institutional investors.

Does keep record internally of the ESG metrics for its portfolio companies, at year end. One of the firm’s LP is an
impact investor, who requires such disclosure.

InvestEco

Toronto, Canada”®

the food and agricultural sector.

Portfolio companies typically have between $1 — 30M in revenues at the time of its initial investment, and the firm
aims to hold its positions for about seven years.

Certified B corp in 2013

Selected for ImpactAssets 50 in 2017 and 2018

InvestEco Sustainable Food Fund is among 28 Best for the World Funds, which include investment funds that have
completed the rigorous GIIRS Impact Rating.

INVESTMENT PARTNERS

(2 PROTERRA

Minneapolis, Minnesota®®

Investment strategies are influenced by the senior leadership team’s longstanding tenure with Cargill.
Utilizes an “own & operate model”, whereby it seeks out and validate capable and reputable operators who
share its vision of the need for larger-scale farming to meet the world’s food need:s.

Westport, California®!

It was established as an impact investment manager and advisor focused on solving large-scale environmental
problems through the deployment of high impact capital.

(e
))\\.U EDLOOP

Radnor, Pennsylvania 82

It is an early-stage venture capital platform investing in exceptional entrepreneurs leading revolutionary
ventures in agriculture technology and food system innovation in the United States and Canada.

AGR

B» PARTNERS

Davis, California 83

It invests in the USA and globally in OECD and investment grade countries in food and agriculture companies on
behalf of insurance companies and institutional investors.

Investment size of $25-75 million.

The firm targets mature companies that are cash flow positive or have a high probability of becoming cash flow
positive in the near term.

ILLRIDGE

HLOBAL AGRBUSINESS PARTNERS

Dallas, Texas 84

@
It is focused on partnering with experienced management teams across the agribusiness and food value chain
through direct equity investments.
It is active within each of the sector’s primary verticals including farm inputs, handling and storage, commodity
processing, and valve-added food, feed, and ingredient manufacturing.

New York, New York 85

@
NCH's 1st fully dedicated agribusiness fund raised $1.2bn.

NCH’s agribusiness operations in Ukraine and Russia result in ~4 million metric tons of crops annually.

[ =) .

EN LY

W HosEN CAPITAL
Beijing, China 86

L
strong focus on the “Food Space”, investing along the food value chain and consumer well-being.
It invests in both domestic and foreign companies with China exposure through consolidation and growth
strategies.
The firm currently manages three funds.
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Recommendations for SMPEs in
Food & Health Sector

1. Stakeholder Management

The best way to improve ESG reporting and to minimize the associated risks and cost is to
engage stakeholders at the early stages of the investment process. Most often people think
that for a private equity fund, the key stakeholders are investors, employees, portfolio
companies, retail customers, suppliers and regulatory organisations. And while these are
all important stakeholders, it’s important to keep in mind all stakeholders across the
supply chain.

Paine Shwartz is a good example. It prepares an annual ESG summary report to illustrate
the companies they have invested in across the agricultural value chain (Figure 8)%. We
recommend that Food & Health firms create a similar view to illustrate their impact
across the value chain, whereby instead of categories on the left hand side, metrics can be
detailed. This would enable firms to quantify portfolio-wide performance across the value
chain that impacts various stakeholders. Furthermore, they create official ESG policy
ranging from ESG integration to employee’s roles and responsibilities to ensure that all
the stakeholders understand that ESG issues play an important role in the investment
decision process.

Investors now are more complicated as they now include institutions, wealthy individuals
and impact investors. Before investing in a company, the fund needs to understand
expectations from the key stakeholders and deliver the value proposition of the
investment. Some may put more emphasis on the financial return, others may focus on
the social impact; finding the balance among various interested parties is the key to
success. Engaging stakeholders early can allow time to adjust strategies and pick the best
fit ESG reporting standard. Furthermore, it can help stakeholders better understand the
investment philosophy, other partners’ interests, and the importance of ESG reporting.

2. Leverage simple frame work that builds to a more robust standard for reporting

We recommend using Impact Management Project as the first framework for companies.
Due to its structure and connections to various other standards including UN SDG, GRI
and others, it enables firms to build ESG into the strategy at the onset, which enforces
positive and negative impact reporting. It also provides firms the ability to demonstrate
the nuanced contributions and avoidances their investments have. Firms should use the
most pertinent metrics that are available and create a step ladder that can result in either
a SASB or GRI full metric report as the firm/ company grows. Impact Finance was able to
use IMP to create a narrative around their metrics that aligned to certain SDGs. (Figure

9)88.
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It can be costly for smaller companies to create their own frameworks and conduct
scientific research from scratch. We recommend that companies can choose standards as
their guidelines and reference from various organizations that fit best with their different
businesses. We recommend that one uses the materiality worksheet to identify
aspirational metrics, feasible metrics, and available metrics.

When it comes to food & health, #3 principle of UNSDG was most cited, which most have

employed as food safety. One example around Food & Safety was Mandala Capital, which
uniquely gave the equation to their impact quantification (Figure 10)*. We were surprised
to hear that all the standards do not have specific nutritional metrics but given the trends
and value created from this space, we expect it to grow.

Even though the U.S. based companies can report ESG on a voluntary basis, it may be a
good idea to incorporate European standards into strategy. It is easier and better for
companies to embed sustainability thinking and measurement in the early stages of a
company to prepare for the potential regulatory changes and the COVID-19 can be a
catalyst for ESG investing.

3. Beginning of the Health Metrics evolution

We expect Health, both physical and mental, will eventually become it’s on macro topic as
more science and data allows for useful and applicable metrics. Within the food and
health sector, the current diet is complex and often very individualized, but we
recommend building a set of metrics that enable companies to identify and drive
investments that support at this point the lowest common denominator within nutritional
values. For example, the first iteration can be concentrated on nutrient ratios of products,
particularly focused on sugars, trans fats, sodium, omega6: omega 3, and key essential
vitamins ', Using these markers vs FDA aligned nutritional guidelines, firms can assess
if the products they are investing in what would fit within a healthy diet. We expect that as
modern nutritional space progresses, we will be able to build and adjust the metrics out
further, but feel that the first step should start now.

4. Third Party Software

Instead of building up a professional team internally for ESG reporting, special softwares
and artificial intelligence tools can help enable companies to report ESG across the
organization. Softwares such as Greenstone, EnHelix and Accuvio provide solutions and
services to help collect, manage, analyse and report the data required to fulfil companies’
ESG compliance reporting requirements®. This can be a cost-effective option for most
companies. For example, Accuvio starts only from $5,000 a year and it includes major
metrics such as SASB and GRI?”. An disadvantage for this option is that certain software
may not have everything a company is looking for.
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Appendix

Figure 1:

FIGURE 1

ESG-mandated assets could make up half of all managed assets in the United States
by 2025

® ESG-mandated non-ESG-mandated

Professionally managed assets in the United States (US$ trillion)

$69.0
80
i $46.6
$40.3 :
o0 $36.8 :
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Share of ESG assets in overall professionally managed assets in the United States
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11% 18% 22% 26% 50%

Source: US SIF Foundation data through 2018; Deloitte Center for Financial Services analysis through 2025.
Deloitte Insights | deloitte.com/insights

Figure 2:

Rising investor interest

New investments in ESG funds could total an
estimated $20 trillion in the next two decades.
These demographic groups are taking the lead

80 —

70 — E Own I Interested
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& 40
g 30 —
g 20
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Women High Millennials
Net Worth

(S10 million-plus)

Source: 2018 U.S. Trust Wealth and Worth Survey.
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Figure 3:

Key Performance Indicators for Food & Agricultural Industry

Environment

Social

Governance

Greenhouse Gas Emissions

Rights and well being of
people in communities

Corporate Governance:
BOD, Pay, independence)

Emissions from electricity &
heating (% from renewable
vs non-renewable)

Labor standards including
child labor and bonded slave

Internal control and risk
management

Energy Usage

Human capital management

Disclosure of information

Water Usage

Women share of
workforce/management

Lobbying

Waste Management

Data protection & privacy

Political contributions

Reducing harmful pesticides
used in crops to mitigate
runoff and overapplication

Whistleblower schemes

Figure 4

Trends in sustainability reporting instruments

2006 2010 2013 2016
Mandatory 35 | s8% o | 6% | 130 | 7% 48 | 65%
Azporting Voluntary 5| 1% 57| 3% 50 | 8% | 135 | 3%
Instruments
Total 60 151 180 383
19 E?) 4“ n
Countries & Regi
ountries & Regions (64 with instruments)
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Figure 5

Figure 5: Number of instruments by issuing body, 2016
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Figure 6: Aurora Organic Farm

GENERAL DISCLOSURES

102-1 Name of the organization

102-2 Activities, brands, products and services

102-3 Location of headquarters

1024 Location of operations

102-5 Ownership and legal form

102-6 Markets served

102-7 Scale of the organization

102-8 Information on employees and other workers
102-9 Supply chain

102-10 Significant changes to the organization and its supply chain
102-11 Precautionary Principle or approach

102-12 External initiatives

102-13 Membership of associations

102-14 Statement from senior decision-maker

102-16 Values, principles, standards and norms of behavior
102-18 Governance structure

102-40 List of stakeholder groups

10241 Collective bargaining agreements

10242 Identifying and selecting stakeholders

10243 Approach to stakeholder engagement

102-44 Key topics and concerns raised

102-45 Entities included in the consolidated financial statements
102-46 Defining report content and topic Boundaries
10247 List of material topics

102-48 Restatements of information

102-49 Changes in reporting

102-50 Reporting period

102-51 Date of most recent report

102-52 Reporting cycle

102-53 Contact point for questions regarding the report
102-54 Claims of reporting in accordance with the GRI Standards

Aurora Organic Dairy

Organic milk and butter for numerous retail store brands
Boulder, CO

United States of America; 6-7

Privately held

U.S. Food Retail Customers in all 50 states
86!

38-39

8-9

2-3

N/A

N/A

81

2-3

10; Core Values also highlighted throughout report
84

80-83

0%

80-83

80-83

80-83

86

80-83

5; 83

87

None

2017-2018

September, 2017

Biennial since our first report in 2013

Office of Sustainability: sustainability@aodmilk.com
This report has been prepared in accordance
with the GRI Standards: Core option
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COMPLIANCE WITH APPLICABLE LAWS AND REGULATIONS

307-1 Non-compliance with environmental laws and regulations

419-1 Non-compliance with laws and regulations in the social and economic area
LABELING

417-1 Requirements for product information and labeling

417-2 Incidents of non-compliance concerning product labeling information
417-3 Incidents of non-compliance concerning marketing communications
ANIMAL CARE

G4-FP9 Animals by species or breed type

G4-FP10 Animal welfare policies and practices

G4-FP11 Total animals by housing type

G4-FP13 Non-compliance with transportation and slaughter standards

POLICIES ON ANTIBIOTICS AND HORMONES
G4-FP12 Policies on antibiotics and hormones

FAIR PAY AND BENEFITS
GRI401-2  Benefits provided to full-time employees only

EMPLOYMENT OPPORTUNITIES AND RETENTION / TRAINING AND EDUCATION
GRI 404-1  Average hours of training per year per employee

GRI 404-2  Programs for upgrading employee skills and transition assistance

GRI 404-3  Employees receiving regular performance and career reviews

HEALTH AND SAFETY
GRI 403-1 through 403-7  Management approach disclosures
GRI 403-9 Work-related injuries

RESPONSIBLE FARMING

Discussion of management approach and additional disclosures, as appropriate

WATER

GRI 303-1 through 303-2  Management approach disclosures
GRI 303-3 Water withdrawal

SOLID WASTE AND RECYCLING

GRI 306-2  Waste by type and disposal method

ENERGY
GRI 302-3  Energy intensity

GREENHOUSE GAS EMISSIONS
GRI 305-4  GHG emissions intensity

1 As a privately held Company, we have responded to most, but not all, of this disclosure due to confidentiality constraints.

2 Reporting guidance provided by sustainability consultants with dairy industry expertise.
3 Average hours metric is provided in total; Information is not collected by gender.

4 Accurate information not readily available for third-party suppliers. Also, as a privately held Company, our responses to some of these disclosures are in the form of

intensities or distributions due to confidentiality constraints.

None
None

25
None
None

30
27-35
30-33

34

35

41

423

42

45-47
45-47

54-65¢

64-674
64-67¢

72-73¢

68-70¢

74-77
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Figure 7:
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Figure 8:
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INDEF Analysis

WHAT WHO HOW MUCH CONTRIBUTION RISK

tcome level in period £y generation

[

The framework ofthe Impact Management
Progct (IMP) isincreasingly recognized as
2 powerful tool in the impact imesting
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Figure 10:

STRENGTHENED
FOOD SAFETY

Cumulative Total Impact

US$365,252,270

Impact per $

USS$1.6

How We Measure Impact

This metric measures the value added to the

onsumers in terms of linesses or deaths avoided
relating 1 yseas: ult of
Mandala's investees’ aciivities that strengthen food

satey

There are 2 primary activities involved in reducing
consumers' exposure 1o contaminated food: cold
chain technology and testing of processed foods
This metric measures the healthcare and economic
cost savings of the avoided ilinesses and deaths.

Impact per year = (Mark

pacity owned and
d due to cold ¢

share of recfer trucks ow

Contamination risk

trucks + Market share of food tested

Contamination risk avoid

Estimated Indian popul

d foods x Annual average healthcare
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