African Frontier Capital (Mauritius) LLC

Registered office:
5th Floor, Nexsky Building,
Ebene, Cybercity,
72201, Mauritius

Written Resolutions of the Directors of African Frontier Capital (Mauritius) LLC
(hereinafter referred to as the “Company”) passed in accordance with the provisions
of Article 7 of the Eighth Schedule of the Companies Act 2001

We, the undersigned, being the Directors of the Company for the time being and
entitled to receive notice, attend and vote at meetings of the directors of the
Company hereby pass the following written resolutions:

Environmental and Social Management System Manual

WHEREAS it is noted that pursuant to the board resolution dated; the Company has
adopted an Environmental, Social, and Governance (ESG) Policy effective as from 27
March 2025 in order to drive long-term value of the Company investor's and in pursuit of
more sustainable future;

WHEREAS in addition to the ESG policy ; it is now proposed for the Company to adopt
Environmental and Social Management System Manual (‘ESMS Manual”) as the Company
recognizes the risks, impacts, and opportunities of environmental and social aspects on
the financial health of its investments and commits to evaluate the Environmental and
Social aspects of its investment decisions and integrating sustainability into its investment
management;

WHEREAS the ESMS Manual sets out the Company’s approach to E&S risk and
opportunity management which is implemented and operationalized at the
SPVs/Warehouse Facility level;

WHEREAS the Company'’s board has agreed to adhere to the policies and procedures set
out in the Manual;

WHEREAS it is further proposed to appoint Ms Buhle Dlulane,

as ESG officer as required per the ESMS Manual to
coordinate on E&S risk and opportunity management on the Company’s behalf ; and

WHEREAS in line with the above, a copy of the Manual has been circulated to the Board
for their consideration

NOW IT IS RESOLVED:

THAT the adoption of the ESMS Manual by the Company is hereby duly taken cognizance
of and approved,

THAT Ms Buhle Dlulane's appointment as ESG officer, as required per the ESMS Manual,
to coordinate on E&S risk and opportunity management on the Company's behalf, be
approved;

THAT anyone of the Directors or the Company Secretary, be and is hereby authorised, for
and on behalf of the Company, to undertake all relevant formalities for the purpose of giving
full effect to the aforesaid resolutions.
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Dated this 18 May 2026

Mr. Eric Patricia G. De Moudt Mr. Shakheel Beefafan
Director Director

Mrs. Tajnisha Rambocus Bissessur
Director

N.B. This resolution consists of two pages and may be executed in one document signed by the Directors or in several counterpart
documents in substantially like form, each signed or purported to have been dispatched by one or the other Director (or their alternates
as the case may be) and shall be effective and valid as if it has been passed at a meeting of Directors duly called and constituted.
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African Frontier Capital
E&S Policy and Exclusion List

African Frontier Capital i Strictly Private & Confidential



E&S POLICY

African Frontier Capital Environmental & Social Policy

African Frontier Capital is an impact investor providing data-driven sustainable investment
solutions that expand financial inclusion to the world’s most vulnerable communities. With the
goal of leveraging alternative financial instruments towards global sustainable development,
African Frontier Capital recognizes the importance of developing, maintaining and improving
upon credible environmental and social practices that sustain capital flows and improve
people’s lives.

This policy sets out our E&S approach which is implemented and operationalised across
African Frontier Capital’s investment portfolio.

Investment Mandate

African Frontier Capital provides off balance-sheet securitization structures to off grid solar
sectors across Africa, who provide renewable energy solutions in difficult-to-reach
geographies to communities with limited access to safe and clean power, transportation, and
infrastructure.

Through its current and future structures including the Warehouse Facility!, an innovative
financial instrument, African Frontier Capital supports renewable and clean energy companies
with provide working capital financing to get critical renewable energy products to the
communities that need it most.

African Frontier Capital’s investment mandate is summarised as follows:

Investment African Frontier Capital actively purchases receivables and partners

Focus: with companies that:

e Operate in the Pay-As-You-Go (PAYGO) sector.

¢ Increase mitigation & resilience to climate change by
distributing renewable energy PAYGO products to the world’s
most vulnerable communities at scale. These products
include:

o Solar Home Systems (SHS’s),

o Productive Use Equipment (PUE);
o Internet enabled Smartphones, and
o e-mobility solutions

e Have trusted relationships with consumer base to provide
flexible payment solutions (PAYGO) for economically
disadvantaged persons requiring access to clean energy.

e Protect vulnerable consumers from debt penalties or
increased poverty through the application of and certification
through international standards for consumer protection.

e Adapt to the renewable energy demands of the context to
avoid or ameliorate the worst health, economic, and social
impacts of fossil fuels.

e Have competent and creative management teams with strong
local knowledge.

e Have or wiling to improve and build robust internal
governance to account for the economic, social, and financial
risks of operating in vulnerable contexts.
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Geography: Investments focused on companies operating and distributing in
countries with low levels of access to clean energy and low
purchasing power.

Investment Securitization

Instrument:

Objective
The objective of this policy is to:

o Define African Frontier Capital’s principles and standards for the management of E&S
risk and opportunities in its investment activities, and to

o Determine the E&S requirements applicable for its portfolio of distributed renewable
energy companies (DESCOs). This policy seeks to

e Communicate our commitment to responsible investment internally as well as for
stakeholders including partners and investors.

Scope

This policy is applied consistently across all management activities related to African Frontier
Capital including all transactions executed under the Warehouse Facility. More specifically, the
policy will be implemented with respect to all new Special Purpose Vehicles (SPVs) raised and
will also apply to existing investments in respect of recording, measuring and reporting on E&S
criteria.

This policy applies to all investment and management activities undertaken by African Frontier
Capital, including those executed through the Warehouse Facility and any current or future
Special Purpose Vehicles (SPVs) established by AFC including the Warehouse Facility. The
policy covers the full lifecycle of AFC’s investment operations — from E&S screening to due
diligence and structuring, ongoing monitoring, reporting, and portfolio management-

Applicable- Standards

African Frontier Capital commits to applying industry best practices to its investment activities,
aligned to the Securitization investment model, as set out in the Reference Framework listed
below:

¢ National and local applicable ESG legislation;

e All applicable internationally recognized environmental declarations and conventions?,

¢ |FC Performance Standards (IFC PS) (2012);

e Applicable IFC EHS General and Sector-specific Guidelines;

¢ |FC Guidance Note on Financial Intermediaries (2023);

e EDFI E&S Harmonized Standards for Financial Institutions;

o African Development Bank Integrated Safeguard Systems (ISS) (2023);

¢ United Nations Principles for Responsible Investment (UNPRI);

¢ United Nations Guiding Principles on Business and Human Rights (UNGP);

¢ International Labour Organisation (ILO) Core Labour Standards and ILO Basic Terms
and Conditions of Work;

2In particular: 1) Rio Declaration on Environment and Development (UN, 1992), 2) Montreal Protocol on Substances that Deplete the Ozone Layer
(UNEP, 1999), 3) Stockholm Convention on Persistent Organic Pollutants (POPs) (UNEP, 2004), 4) The Rotterdam Convention/PIC Convention on
Certain Hazardous Chemicals in International Trade (UNEP, FAO, 2004), 5) UN Convention on Biological Diversity (UNEP, 1993), 6) Kyoto Protocol to the
UN Framework Convention on Climate Change (UN, 1997), 7) Paris Agreement (UNFCCC 2016), 8) Basel Convention on the Control of Transboundary
Movements of Hazardous Wastes and Their Disposal (UNEP, 1992).
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¢ ILO Violence and Harassment Convention (ILO C190);
o GOGLA Consumer Protection Principles; and
¢ Organisation for Economic Co-operation and Development (OECD) Privacy Principle

Internal Environmental and Social Commitments

The following commitments are applicable to African Frontier Capital and the companies?®
(DESCOs) we provide financing to:

For clarity, AFC applies the following internal commitments to its own operations, personnel,
contractors and business relationships. AFC also reflects these commitments in the standards
it expects DESCOs to meet through due diligence, ESAPs, legal covenants and monitoring:

e Code of conduct: require personnel and representatives to act with honesty, integrity
and respect. Harassment, discrimination, retaliation, corruption, coercion and other
unethical conduct are prohibited.

e Respect and uphold internationally recognized human rights as outlined in the UN
Guiding Principles on Business and Human Rights;

e Labour and working conditions: promote fair labour practices, non-discrimination,
prohibition of forced and child labour, fair wages and working hours, worker grievance
mechanisms, and respect for freedom of association consistent with applicable law.

e Respect and uphold internationally recognized human rights as outlined in the UN
Guiding Principles on Business and Human Rights;

o Ensure all employees, including contractors, are provided with safe, suitable, and
sanitary working conditions;

o Apply a zero tolerance for inaction against gender based violence and harassment
(GBVH) and application of a survivor-centered approach in all incident handling;

e Promote integrity, respect, and fairness in the management of human resources;

e Prohibit discrimination, harassment, corruption, and unethical behaviour;

e Sourcing responsibly, reducing environmental impact, upholding human rights, and
ensuring ethical practices across our supply chain;

e Customer protection and data privacy: promote fair treatment of customers,
transparent terms, responsible sales and collections, accessible complaints handling
and protection of personal data, and expect DESCOs to align with GOGLA Consumer
Protection Principles and applicable privacy requirements;

e Environmental management: seek to avoid, minimise and manage adverse
environmental impacts linked to AFC operations and financing activities, including
battery and e-waste management, hazardous materials, fire safety and other relevant
environmental risks in PAYGO operations.

Environmental and Social Risk Focus Areas

African Frontier Capital acknowledges the importance of maintaining environmental and social
related compliance with regulations in host countries and good international practices
throughout our investment activities and contributing to the creation of a more sustainable
future through reducing fossil fuel reliance, equalizing access to clean energy solutions, and
bolstering the business success of innovative solar companies in geographies that need it
most.

3 Through commercially reasonable efforts at the time of initial onboarding into the Warehouse Facility and through ongoing E&S monitoring efforts.
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African Frontier Capital commits, on a best effort basis, to avoid and mitigate the adverse E&S
impact that may result from its investments. In this regard, for each investment the following
specific E&S risks are focused on:

o E&S risk management systems and capacity of the DESCO;

e Environmental topics, such as resource and energy use, e-waste, responsible
sourcing, and greenhouse gas emissions and reductions; and

e Social topics such as customer protection, labour and working conditions including
decent work, occupational health & safety, gender equality and violations of human
rights (mainly, but not limited to, freedom from modern slavery, freedom from forced
labour, the right to privacy, equal treatment, access to technology for basic services,
and freedom of expression).

Additional focal areas from an E&S lens include:

e Infrastructural risk: risks tied to energy infrastructure, changes in energy source and
use, and societal change whose success hinges on customer education and adoption;

o Contextual risk: risks associated with customers in economies with low purchasing
power and high rates and punishments for indemnities, including human rights abuses,
conflict, and civil unrest from national governance in countries in which the businesses
operate; and

e Business model risk: risks driven by the Warehouse Facility business model’s timing
and management and revolving working capital deployment.

Implementation

To ensure a consistent application of responsible practices across operations, African Frontier
Capital embeds E&S criteria throughout the investment process. This is achieved through
maintaining an Environmental and Social Management System (ESMS) that is aligned with
the requirements of the Applicable Standards. The ESMS will be regularly updated and is
commensurate with African Frontier Capital’s Warehouse Facility and risks associated with its
investment activities and portfolio.

The ESMS includes the following processes and requirements:

o Screening of potential transactions for eligibility against African Frontier Capital’s
Exclusion List (Annex A), evaluation of E&S risk exposure and assigning an
appropriate risk categorisation;

o Evaluating the E&S risks of a potential investment triggered by the company’s country
of operation, products and services, business model, and internal policies and
procedures;

e Conducting on-site verification of E&S information provided by the DESCOs;

e Use of third party E&S expertise on a case-by-case basis as part of the evaluation
process;

¢ Defining mitigation measures to avoid or minimise adverse E&S impacts to a risk level
acceptable to African Frontier Capital’s standards;

e Considering the findings and recommendations from the E&S due diligence as a key
factor in Investment Committee’s (IC) decision making;

e Agreeing on an environmental and social (E&S) Action Plan (as applicable) with the
DESCO, describing measures to improve the company’s operations and risk
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management that are appropriate to the nature and scale of their operations and
commensurate with the E&S risk associated with their operations and linking DESCO
conformity to the E&S Action Plan with financial opportunities;

e Embedding E&S clauses into investment agreements such as Receivable Sale &
Purchase Agreements and Service Agreements;

e Monitoring of DESCO compliance with African Frontier Capital standards and
requirements in general and the activities from the mutually agreed E&S Action Plan
(if any) in particular. Furthermore, tracking defined impact metrics for each investment
such as data on individual energy access, household energy access, monetary
savings generated, additional income created, tons of greenhouse gases saved, and
internet access;

¢ Routine reporting of E&S performance to African Frontier Capital’s investors including
the reporting of material E&S related incidents and grievances as per agreed timelines;

o Supporting DESCOs with the continuous improvement of their E&S management and
performance;

o Establishing an internal E&S training plan to be updated on an annual basis; and

e Providing access to remedy for rightsholders affected by African Frontier Capital and/or
its DESCOs.

At minimum, African Frontier Capital requires DESCOs to comply with the legal and regulatory
E&S requirements applicable in the jurisdictions in which they operate and comply with all
E&S related requirements as set out in legal agreements, including taking commercially
reasonable steps in anticipation of known or expected future changes to such requirements.

In case a DESCO is in a state of non-compliance with respect to this Policy, African Frontier
Capital will take all reasonable efforts to assert and enforce any right to require the DESCO to
comply with the E&S Action Plan and other E&S requirements as stipulated in any legal
agreements, including but not limited to, any available action for specific performance or
similar remedy.

Roles and Responsibilities

Staff involved in management and investment activities at African Frontier Capital are
expected to act in accordance with the E&S Policy and processes set out in the ESMS;
however, E&S responsibilities are divided between four key roles:

AFC Board / Senior Management Team: The AFC Board / Senior Management Team plays a
crucial role on approving company E&S policy, approving the ESMS, ensuring that the E&S
policy is consistent with the vision, mission, values and it is a core part of the strategy. The
AFC Board also periodically reviews the performance of the ESMS and ensure operational
E&S budget is allocated.

E&S Officer: The E&S Officer carries responsibility for the development and maintenance of
the ESMS, including all policies, procedures, and tools. In addition, the ESG Officer is
responsible for applying the ESMS requirements to the applicable transactions and engaging
with DESCOs on applicable E&S standards and requirements. Throughout the investment
procedure, the ESG Officer, together with the investment’s team input and support, carries
responsibility for a transaction’s E&S due diligence, agrees on corrective measures with the
DESCO in case it does not comply with such E&S standards and requirements, and monitors
performance over time. The E&S Officer may also be consulted by the Investment Committee
(IC) for advice on specific challenges and dilemmas regarding a transaction’s E&S risk.
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Investment Team: The investment team supports the E&S Officer in conducting transaction
E&S due diligence and E&S investment performance monitoring over time by facilitating data
and communication flows. In case of specific E&S issues, the investment team can involve
the E&S Officer.

Investment Committee: The IC is ultimately responsible for the decision to approve or reject a
prospective investment based on the prospective investment’s management of E&S risks. The
IC may suggest E&S scope improvement to answer additional queries or suggest
improvements based on the conclusions and recommendations from the investment team or
the E&S Officer and define additional requirements, up to and including declining the suitability
of the investment.

Legal Counsel: The legal counsel ensures that the applicable E&S standards and
requirements are adequately included in a transaction’s legal agreement. This should fortify
the investment team’s leverage to keep a DESCO to the commitments and agreed mitigation
measures and to take action in case of any breaches of law or activities contrary to this Policy.

External Consultants: External suitably qualified E&S consultants may be tasked with assisting
on or conducting any E&S due diligence or monitoring assessments on DESCOs on a case-
by-case basis.

Policy Ownership and Development

The maintenance of this policy and associated ESMS falls under the responsibility of the E&S
Officer. This policy is revised by the E&S Officer on a bi-annual basis. Major adjustments
beyond the annual revision are approved by senior management and implemented by the E&S
Officer.

Monitoring, Reporting, and Remediation

o Allinvestments must report periodically on E&S performance, material incidents, and
ESAP implementation.

o AFC works together with the DESCOs to gather information and to meet the
reporting obligations.

If a DESCO is in breach, AFC will take commercially reasonable steps set out in the
policy and legal agreements to enforce compliance or escalate remedies.

In addition to this E&S Policy, AFC has established a set of supporting internal policies and
procedures that reinforce and operationalize the company’s environmental, social, and
governance commitments. These policies work in tandem to ensure that AFC’s operations and
the DESCOs it finances uphold the highest E&S standards.
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ANNEX A: EXCLUSION LIST

African Frontier Capital adopts the Harmonized European Development Finance Institutions
(EDFI) Exclusion List. As such, African Frontier Capital will not finance any activity, production,
use, distribution, business or trade involving:

1. Forced* labour or child® labour.

2. Activities or materials deemed illegal under host country laws or regulations or international
conventions and agreements, or subject to international phase-outs or bans, such as:

a) Ozone depleting substances, PCB's (Polychlorinated Biphenyls) and other specific,
hazardous pharmaceuticals, pesticides/herbicides or chemicals;

b) wildlife or products regulated under the Convention on International Trade in
Endangered Species or Wild Fauna and Flora (CITES); or

¢) Unsustainable fishing methods (e.g. blast fishing and drift net fishing in the marine
environment using nets in excess of 2.5 km in length).

3. Cross-border trade in waste and waste products, unless compliant with the Basel
Convention and the underlying regulations.

4. Destruction® of High Conservation Value areas’.

5. Radioactive materials® and unbounded asbestos fibres.
6. Pornography and/or prostitution

7. Racist and/or anti-democratic media

8. In the event that any of the following products form a substantial part of a project’s primary
financed business activities®:

a) Alcoholic Beverages (except beer and wine);
b) Tobacco;

c) Weapons and munitions; or

d) Gambling, casinos and equivalent enterprises.

In addition, African Frontier Capital will also not invest in a DESCO engaged in any of the
following activities aligned to the EDFI Harmonized Fossil Fuel Exclusion List:

1. Coal prospection, exploration, mining or processing
2. Qil exploration or production

4 Forced labour means all work or service, not voluntarily performed, that is extracted from an individual under threat of force or penalty as defined by
ILO conventions.

5 Persons may only be employed if they are at least 14 years old, as defined in the ILO Fundamental Human Rights Conventions (Minimum Age
Convention C138, Art. 2), unless local legislation specifies compulsory school attendance or the minimum age for working. In such cases the higher
age shall apply.

¢ Destruction means the (1) elimination or severe diminution of the integrity of an area caused by a major, long-term change in land or water use or (2)
modification of a habitat in such a way that the area’s ability to maintain its role is lost.

7High Conservation Value (HCV) areas are defined as natural habitats where these values are considered to be of outstanding significance or critical
importance (See http://www.hcvnetwork.org).

8 This does not apply to the purchase of medical equipment, quality control (measurement) equipment or any other equipment where the radioactive
source is understood to be trivial and/or adequately shielded.

° For companies, “substantial” means more than 10 % of their consolidated balance sheets or earnings. For financial institutions and investment
funds, “substantial” means more than 10% of their underlying portfolio volumes.
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Nookow

®

Standalone fossil gas exploration and/or production®

Transport and related infrastructure primarily'! used for coal for power generation
Crude oil pipelines

Qil refineries

Construction of new or refurbishment of any existing coal-fired power plant (including
dual)

Construction of new or refurbishment of any existing HFO-only or diesel-only power
plant'? producing energy for the public grid and leading to an increase of absolute
CO2 emissions™

Any business with planned expansion of captive use of coal used for power and/or
heat generation.

African Frontier Capital also adopts the International Finance Corporation (IFC) Exclusion List.
As such, African Frontier Capital will not finance any activity, production, use, distribution,
business or trade involving:

1.

ook wd

8.
9.

10.
11.

Production or trade in any product or activity deemed illegal under host country laws
or regulations or international conventions and agreements, or subject to international
bans, such as pharmaceuticals, pesticides/herbicides, ozone depleting substances,
PCB's, wildlife or products regulated under CITES;

Production or trade in weapons and munitions;'®

Production or trade in alcoholic beverages (excluding beer and wine);’

Production or trade in tobacco;’

Gambling, casinos and equivalent enterprises;’

Production or trade in radioactive materials. This does not apply to the purchase of
medical equipment, quality control (measurement) equipment and any equipment
where IFC considers the radioactive source to be trivial and/or adequately shielded;
Production or trade in unbonded asbestos fibers. This does not apply to purchase and
use of bonded asbestos cement sheeting where the asbestos content is less than 20%;
Drift net fishing in the marine environment using nets in excess of 2.5 km. in length;
Production or activities involving harmful or exploitative forms of forced labor2/harmful
child labor;'®

Commercial logging operations for use in primary tropical moist forest; and
Production or trade in wood or other forestry products other than from sustainably
managed forests.

In addition to the Harmonized EDFI and IFC Exclusion Lists, the Firm adopts the following
specific exclusions in sensitive activities as follows:

Antiques;
Pharmaceutical products;

10 Gas extraction from limnically active lakes is excepted from this exclusion.

" “Primarily” means more than 50% of the infrastructure’s handled tonnage.

12 For indirect equity through investment funds, investments (up to a maximum of 20% of the fund) in new or existing HFO-only or diesel-only power
plants are allowed in countries that face challenges in terms of access to energy and under the condition that there is no economically and technically
viable gas or renewable energy alternative.

13 l.e. where energy efficiency measures do not compensate any capacity or load factor increase.

14 “Captive Use of Coal” means the use or consumption of coal for power or heat generation (or both), which power or heat is self-consumed by the
Borrower, but excludes the use or consumption of coal to initiate chemical reactions (such as metallurgical coal mixed with iron ore to produce iron
and steel) or as an ingredient mixed with other materials, to the extent that there is a lack of feasible and commercially viable alternatives.

15 This does not apply to project sponsors who are not substantially involved in these activities. "Not substantially involved" means that the activity
concerned is ancillary to a project sponsor's primary operations.

18 Forced labor means all work or service, not voluntarily performed, that is extracted from an individual under threat of force or penalty.

African Frontier Capital 4 Strictly Private & Confidential



E&S POLICY

e Cryptocurrency;

¢ Gambling;

e Indirectly holding investments in companies involved in mining or trading in
commodities/vulnerable resources such as gold, diamond, petroleum products, coal,
precious metals)

o Trading in commodities such as gold, diamond, petroleum products, coal, precious
metals;

e Trading in wildlife (e.g., Ivory trading);

e Trading in cultural, scientific, historical or religious artefacts of high value;

o Cannabis;

o Defence and military business;

o Arms Trade; or

¢ Indirectly holding investment in companies dealing in activities mentioned above.
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1. Introduction

African Frontier Capital (AFC) is an independent impact investor founded in 2010 with a
mission to provide working capital to Pay-As-You-Go (PAYGO) companies through off
balance-sheet securitization. With a focus of unlocking financial resources to companies
operating in regions of high poverty, low geographic accessibility, and limited renewable
energy capacity, AFC provides distributed renewable energy companies (DESCOs) with the
working capital they need to deliver clean energy to the world’s most vulnerable people. AFC
lends to DESCOs through its SPVs including the Warehouse Facility (WHF), which provides
receivable financing to a wide group of DESCOs across multiples jurisdictions and in multiple
currencies.

AFC understands that principles for responding lending are paramount for the successful
transition to clean energy worldwide. Specifically, AFC recognizes the risks, impacts, and
opportunities of environmental and social (E&S) aspects on the financial health of its
investments. AFC commits to evaluating the E&S aspects of its investment decisions and
integrating sustainability into its investment management.

This manual sets out our approach to E&S risk and opportunity management which is
implemented and operationalized at the SPVs/Warehouse Facility level and is referred to as
our Environmental and Social Management System (ESMS).

While the ESMS is operationalised through AFC managed SPVs (including WHF), AFC retains
overarching responsibility for the ESMS at a company level (governance, procedures,
decision-making, monitoring and lender reporting). Where SPV, lender or jurisdiction specific
requirements apply, AFC will apply the more stringent requirement and will incorporate such
requirements into SPV documentation, DESCO covenants and monitoring plans, as
applicable.

1.1 Purpose and Scope of the ESMS

The ESMS has been established to minimise the E&S risks and impacts and manage our
exposure to potential E&S related risks and maximise opportunities associated with our
investments, taking into account the expectations of our investors) and other stakeholders.

The ESMS is applicable to all lending activities of the SPVs/Warehouse Facility and has been
developed to give effect to the commitments in AFC’s Environmental and Social Policy &
Exclusion List. The scope includes the entire investment cycle, from the investment scoping
stage through to the end of the repayment period.

The key objectives of the ESMS are:

e To integrate E&S considerations into our daily operations to ensure that we
consistently identify, understand, assess, and manage E&S risks and opportunities in
our investments and meet the expectations of our Investors and stakeholders;

o To set out the responsibilities for risk identification, assessment, decision-making, as
well as monitoring and escalation; and

1 AFC has designed its Warehouse Facility so as to attract Lender financing (Mezzanine Investors and Senior Investors) for distribution into
Special Purpose Vehicles (SPVs) that are created at the country level. The SPVs in turn contract with the local entity DESCOs in each country of
operation through Receivable Sale and Purchase Agreements (RSPA) and Service Agreements (SA). The SPVs allow for local currency financing
and includes rolling 2-year facilities with each DESCO to purchase an existing portfolio as well as newly originated receivables on a monthly (or
quarterly basis) where the DESCO continues to service the receivables.
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e To support the DESCOs we invest in to continuously embed improved E&S practices
into their business strategy and activities.

1.2 ESMS Reference Framework
African Frontier Capital commits, on a best effort basis, to avoid and mitigate the adverse E&S
impact that may result from its investments. AFC seeks to comply with the standards listed in
the Reference Framework below:

e AFC E&S Policy and Exclusion List

¢ National and local applicable E&S legislation.

¢ All applicable internationally recognized environmental declarations and conventions2,

¢ |IFC Performance Standards (IFC PS) (2012);

o Applicable IFC EHS General and Sector-specific Guidelines.

¢ |FC Guidance Note on Financial Intermediaries (2023);

¢ EDFI E&S Harmonized Standards for Financial Institutions;

e United Nations Principles for Responsible Investment (UNPRI);

¢ United Nations Guiding Principles on Business and Human Rights (UNGP);

¢ International Labour Organisation (ILO) Core Labour Standards and ILO Basic Terms

and Conditions of Work;

e ILO Violence and Harassment Convention (ILO C190).

e GOGLA Consumer Protection Principles; and

e Organisation for Economic Co-operation and Development (OECD) Privacy Principles.

o African Development Bank Integrated Safeguard Systems (ISS) (2023);

AFC will not knowingly undertake or finance any activity on this exclusion list. It is noted that
specific lending activities to DESCOs under AFC’'s management may include additional
exclusions taking into account lender and other stakeholder expectations/requirements.

AFC uses the above Reference Frameworks to (i) scope and conduct E&S Screening and
ESDD, (ii) benchmark DESCO policies, procedures and implementation evidence against
industry practice (iii) defines ESAP actions (including CPs/CSs) and legal covenants, and (iv)
set monitoring indicators and risk controls relevant to the DESCO'’s activities and geographies.

In addition to E&S standards, AFC integrates key governance commitments such as anti-
money laundering, staff conduct, risk management and emergency response protocols as
defined in its AML Policy, Internal Control Manual, Risk Profiling Manual, HR/Staff Handbook,
and Emergency Prevention Plan. These policies reinforce AFC’s duty of care, transparency,
and compliance in managing its employees and investee and stakeholder risks.

2. E&S Risk Management Process
The E&S Risk Management Process explains how AFC integrates E&S measures and
controls at each stage of AFC’s investment process from the initial engagement of the DESCO
until the repayment of the loan. As such, the E&S Risk Management Process is an integral
part of AFC’s investment strategy and accomplishment of investment thesis. For each stage
of the investment life cycle, the procedure described herein details the processes, internal
tools, templates, references and corresponding roles and responsibilities that guide the

2n particular: 1) Rio Declaration on Environment and Development (UN, 1992), 2) Montreal Protocol on Substances that Deplete the Ozone
Layer (UNEP, 1999), 3) Stockholm Convention on Persistent Organic Pollutants (POPs) (UNEP, 2004), 4) The Rotterdam Convention/PIC
Convention on Certain Hazardous Chemicals in International Trade (UNEP, FAO, 2004), 5) UN Convention on Biological Diversity (UNEP, 1993),
6) Kyoto Protocol to the UN Framework Convention on Climate Change (UN, 1997), 7) Paris Agreement (UNFCCC 2016), 8) Basel Convention
on the Control of Transboundary Movements of Hazardous Wastes and Their Disposal (UNEP, 1992).
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implementation of the E&S Risk Management Framework. There are AFC level controls
(governance, decisions , documentation, oversight and reporting) and DESCO level
requirements (policies, procedures, implementation evidence and reporting obligations) that
AFC requires from DESCOs and verifies through ESDD, ESAPSs, covenants and monitoring.

Figure 1 sets out the E&S risk integration measures embedded into AFC’s investment
process. Table 1 presents AFC’s procedures, tools, objectives, and outcomes for E&S risk
management.
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DOCUMENTATI

REVIEW AND MEETING AND ON-SITE VISIT FINAL OUTPUTS

ON APPOINTMENT DISCUSSIONS AND FINALIZING IN IC INFO MEMO

E&S SCREENING E&S DUE DILIGENCE INVESTMENT E&S MONITORING
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Ensure that the Conduct an In-depth assessment of E&S risks associated Review and Monitoring of
Exclusion List is with the DESCO’s operations, develop the E&S Action Plan approve DESCO
not triggered, (ESAP) and negotiate the ESAP with the DESCO. investment companies’ E&S
assign an E&S Risk proposal compliance and
Categorization performance
and identify key Ensure
E&Srisksto be agreements
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during E&S Due /ﬁ
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Tool (Annex 7)
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E&S Policy 8)
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Figure 1: E&S integration into investment process
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Table 1: AFC’s procedures, tools, objectives, and outcomes for E&S Risk Management

Investment stage =~ E&S stage | Procedure Objectives Responsibility Outcome
Engagement and E&S E&S Screening e E&S Exclusion | e Definitive E&S Officer Definitive
Documentation Screening and | and Risk List. Exclusion List Exclusion List

Risk Categorization | e E&S Screening Screening
Categorization | procedure (refer Screening and | ¢ E&S Risk outcome, initial
Stage 1 below) Risk Categorization E&S Risk
Categorization | ¢ E&S Due Categorization
Tool (Annex 1) Diligence scoping assigned and a
defined scope of
the E&S Due
Diligence (to be
confirmed in first-
stage IC Approval)
Review & E&S Due E&S Due e E&S Due e In-depth E&S Officer A comprehensive
Appointment Diligence Diligence Diligence assessment of with support E&S assessment
Meetings & procedure (refer Questionnaire E&S risks from the guided by the
Discussions Stage 2 below) (Annex 2) e ESDD Report Investment assigned E&S Risk
On-site Visit & e E&S Action development Team Member | Categorization, an
Finalizing Plan template | ¢ ESAP and an ESDD report and
(Annex 3) development External ESAP and a final
e ESDD Terms o ESAP negotiation Consultant for | version of the
of Reference Category A ESAP that was
for External and some agreed with the
Consultant Category B DESCO.
template investments as
(Annex4) needed
Final Outputs in Investment Investment e E&S Memo e Integration of key | E&S Officer Integral investment
Investment Approval Decision and Template E&S findings and | with the decision-making
Committee Memo Agreement (Annex 5) ESAP into support of the | whereby the IC
procedure (refer | ¢ E&S Clauses investment Investment takes into account
to Stage 3 template decision-making | Team (IC). key E&S risks.
below) (Annex 6) process Also, ensure that
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Investment stage =~ E&S stage | Procedure Objectives Responsibility Outcome

e Integration of Legal Officer the DESCO
E&S clauses into | with support complies with the
legal agreements | from E&S E&S requirements
between AFC Officer (E&S prior (CPs) and
WHF and clauses) post-investment
DESCOs (CSs) by including
E&S clauses in the
investment
agreement.
Monitoring E&S Monitoring and e E&S e Collect periodic E&S Officer Annual review of
Monitoring Reporting Monitoring data on DESCO | with support DESCO E&S
procedure (refer Tool (Annex 7) implementation from the compliance and
to Stage 4 e DESCO of E&S Risk Investment performance and
below) Toolkit (Annex Management Team Member | reporting of
8) Procedures and an DESCO E&S risks
(notably the External and opportunities
ESAP) Consultant for | to investors and
Category A stakeholders.
investments
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2.1 Stage 1: E&S Screening & Categorization

At the Screening and Categorization stage, the DESCO will be initially assessed by the
Investment Team and E&S Officer for its compliance with AFC’s E&S Policy and exposure to
E&S risk. Transaction categorization is based on sources of inherent E&S risk associated
with the following sources (not exhaustive):

Sector/sub-sector of the proposed transaction;

Contextual setting — country, region, location and regulatory frameworks in place;
Presence of vulnerable peoples and affected communities; and

Presence of protected areas, critical habitats and/or cultural heritage.

If the DESCO is eligible to receive securities, AFC will identify the necessary due diligence
activities and prepare for the evaluation.

E&S Screening and Categorization is a step-by-step process that entails:
1. Exclusion List Screening

As a first step of the E&S process, the E&S Officer will screen DESCO’s activities
against the AFC E&S Exclusion List.

E&S Categorization

The E&S Categorization reflects the level of inherent E&S risk associated with a
company’s activities. The E&S Screening and Categorization tool (Annex 1)
provides guidance for assigning an E&S Category. Assigning an E&S Category to a
company is the responsibility of the E&S Officer.

E&S Due Diligence scoping

Based on the assigned E&S Category, it is the responsibility of the E&S Officer to
scope the subsequent E&S Due Diligence (ESDD), should the investment receive
approval from the IC to proceed to the Review and Appointment stage. Table 2 below
provides guidance on the way the ESDD should be conducted. Other factors that may
be considered as part of the scoping is a budget for the external consultant, specific
E&S topics that require investigation, timelines, etc.

E&S Screening Memo preparation

As a final step of the E&S Screening and Categorization process, the E&S Officer will
summarize the key findings of this stage in the E&S IC Memo Template. Information
that should be included in this memo is confirmation of whether the investment triggers
the AFC E&S Exclusion List, the E&S Category assigned to the investment, the key
E&S risks and project context that are relevant for the DESCO, and the proposed
scope of the ESDD. The E&S Officer will participate in the IC.

Table 2 below provides a summary of the ESDD implications per E&S Category. It is noted
that the E&S Officer will consider the risk category together with other project characteristics
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identified during the screening process to decide on the depth of ESDD and degree of E&S

external expertise involvement necessary in the project cycle.

Table 2 E&S Due Diligence implications per E&S Category

E&S Category Description ESDD implications
Category A (high inherent | Business activities with | Retain services of external
risk) significant adverse E&S | E&S Consultant to perform
risks/impacts that are | comprehensive ESDD.
diverse, irreversible, or
unprecedented.
Category B+ (medium high | Business activities  with | Conduct internal due
inherent risk) generally diligence procedure, with the

limited potential adverse
social or environmental
impacts that are site specific
and readily

addressed through
mitigation measures, but
having some specific
features which can have
potential significantly
more adverse social or
environmental impacts.

option to retain an external
E&S  Specialist  should
DESCO E&S risks prompt
further evaluation.

Category B (medium low

inherent risk)

Business  activities  with
limited potential adverse
social or environmental
impacts that are site specific
and readily addressed
through well-known
mitigation measures.

Conduct internal due

diligence procedure.

Category C (low inherent
risk)

Business  activities  with
minimal or no adverse
environmental or social risks
and/or impacts.

Conduct internal due

diligence procedure.

2.2 Stage 2: E&S Due Diligence (ESDD)
Following the first-stage AFC IC approval, the investment will move into the ESDD Stage.

The objectives of the ESDD are as follows:
e Assess compliance and performance against AFC’'s ESMS Reference Framework

requirements.

¢ Identify material E&S risks, impacts, and opportunities associated with the DESCO of

potential investment.

o Evaluate the client’s capacity, commitment and track record in managing E&S issues;
o Assess whether the client's E&S profile, including mitigation measures, meets AFC’s

risk appetite;
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e Confirm and/or amend the initial risk category assigned during Stage 1.

e Complete an ESDD Report, either by retaining an external E&S consultant or
conducting internal due diligence.

o Develop an Environmental and Social Action Plan (ESAP) comprising recommended
avoidance or mitigation measures for any E&S risks, impacts, and opportunities
identified, with associated corrective actions to address these, including any
Conditions Precedents (CPs) and Conditions Subsequent (CSs).

The extent and nature of the ESDD will be determined by the initial E&S Category agreed
upon in Stage 1, which is used to guide the scope of the ESDD activities to be conducted
during Stage 2 as follows:

o Category C and Category B: Require an ESDD to be carried out internally by the E&S
Officer using the E&S Due Diligence Questionnaire (Annex 2).

o Category B+: Require an ESDD to be carried out internally by the E&S Officer using
the E&S Due Diligence Questionnaire (Annex 2) and must include a site visit by the
E&S Officer. Further due diligence support by an External Consultant may be
considered for any material or unresolved issues of concern or specific contextual
risks. The ESDD will be conducted via desktop and may include a site visit at the E&S
Officer’s discretion.

o Category A: Require an ESDD (reflecting the high-risk areas identified during the
screening process) to be carried out by an external E&S Consultant. The ESDD must
include desktop and site visit assessments and may include an AFC representative to
accompany the external E&S specialist on the site visit. The E&S Officer is required to
edit and complete the ESDD Terms of Reference for External Consultants (Annex
3) for issuance into the market to secure an external service provider. AFC can also
call upon an external E&S consultancy’s services on a retainer basis.

E&S procedure for Category C, B and B+ (Internal ESDD)
For Category C, B and B+ projects, AFC’s E&S Officer will complete the following steps:
- Step 1: Issue a Document Request List
At the start of the ESDD, the E&S Officer will issue a Document Request List (DRL) as
well as the short or long version of the ESDD Questionnaire (Annex 2). The DRL
should include policies, procedures, tools, etc. that the company has in place to
manage the E&S risks relevant to its operations as well as documents that evidence
the implementation of the policies and procedures (e.g., audit reports, risk
assessments, worker contracts, payslips, etc.).
- Step 2: Document Review
Following the receipt of documentation from the DESCO, the E&S Officer will use the
information to gain an understanding of the DESCO’s management of E&S risks. The
E&S Officer’s review will focus on assessing the DESCOQO’s compliance with the
applicable E&S Standards (refer to the Reference Framework) and identifying gaps
against these standards. Areas that need further clarification or investigation can be
further discussed during Step 3.
- Step 3: Management Interviews
The E&S Officer will conduct management interviews with key DESCO personnel
responsible for E&S management. Relevant DESCO staff members may include the
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E&S Manager (or equivalent, e.g., Environmental Manager), HR Manager, senior
management, etc. The focus of the interviews will be to:
e Confirm the validity of information received in the documentation, as well as any
major updates since the issue of documentation;
o Fill data gaps;
e Gain deeper understanding of how key E&S risks are managed and what the gaps
are against the Reference Framework.
- Step 4: Reporting
Once all information about the DESCO’s E&S practices has been reviewed, the E&S
Officer will finalize the Internal ESDD Questionnaire as the ESDD Report. For each
gap identified against the Reference Framework, the E&S Officer will develop a
recommendation and complete the E&S Action Plan template (Annex 3).
- Step 5: ESAP negotiation
The last step of the ESDD process is to discuss the ESAP with the DESCO. This is
important, because the DESCO will ultimately be responsible for implementing the
recommended actions. The E&S Officer will lead this negotiation. The objective is to
ensure buy-in from the DESCO and to ensure that the proposed recommendations are
feasible from a financial and practical perspective.

For Category B investments, a site visit could be considered. The added value of a site visit is
to conduct a visual inspection of the DESCO’s operations and implementation of E&S policies
and procedures. It also allows for reviewing documentation that could not be shared
electronically (e.g., workers’ employment contracts) and to conduct on-site interviews with staff
and other stakeholders. For Category B+ investments the ESDD must include a site visit by
the E&S Officer.

E&S procedure for Category A

For Category A projects, the E&S Officer will retain the services of an independent E&S
Consultant using the ESDD Terms of Reference for External Consultant template (Annex
4). The E&S Officer will outline the scope, timeline, and budget for the ESDD using the
template and invite independent E&S specialists to bid. AFC can also contact a dedicated
E&S consultant on a retainer basis for external ESDDs.

AFC’s E&S Officer will contract the independent E&S Consultant and kick-off the ESDD. The
E&S Officer will liaise between the DESCO and external E&S Consultant to support
information sharing, logistics planning, site visit, and reporting. The E&S Officer will
accompany the external E&S Consultant to the site visit to the DESCO and will work with the
independent E&S Consultant during the ESDD process to understand the key findings and
recommendations.

The deliverables of an External ESDD are an External ESDD Report developed by the

External Consultant and an ESAP. The E&S Officer should ensure that the External
Consultant uses the correct ESAP format (refer to ESAP template in Annex 5). High
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risk/priority actions may be listed as Conditions Precedent (CPs) in the ESAP. The External
ESDD Report and ESAP should be shared with the DESCO for comment prior to finalisation.

2.3 Stage 3: Investment Decision and Agreement
Once the ESDD has been completed, the E&S process proceeds to integrating the key
findings of the E&S into the investment decision-making process.

The E&S objectives during Investment Decision and Agreement are to:
e Integrate E&S into the overall investment decision-making process; and
o Integrate E&S Clauses into the legal agreement between AFC and the DESCO.

To ensure that these objectives are met, the following activities will be undertaken:

- Step 1: E&S Memo preparation
The E&S Officer will be responsible for completing the E&S Memo template (Annex
5). The Investment Team will present the general IC paper whilst the E&S Officer will
take ownership of the E&S aspects included in the E&S Memo during the IC meeting.

- Step 2: Development and integration of E&S Clauses into investment documentation
If the IC approves the investment, the E&S Officer, together with the Legal Officer,
should ensure that appropriate E&S clauses are integrated into the investment
documentation. The E&S Clauses template (Annex 6) contains clauses that can be
used. These clauses bind the company to, amongst others, complying with applicable
E&S laws and regulations, implementing the ESAP, and periodically reporting the
required E&S information.

AFC operationalises DESCO E&S requirements through:

e ESDD findings and ESAPs (including CPs/CSs where relevant),

e Contractual covenants and undertakings in documentation,

o Reporting obligations (annual/quarterly as per agreement with lenders) and right to
request supporting evidence,

e Risk-based monitoring (desktop reviews, site visits and/or third-party verification for
higher-risk cases), and escalation and corrective actions where non-conformance is
identified with an action plan or any contractual remedies available under the relevant
investment documentation).

2.4 Stage 4: Monitoring & Reporting

From issuing the loan until repayment of the loan by the DESCO, AFC will conduct E&S
monitoring and report on DESCO E&S performance and compliance on a regular basis (see
Table 3).

The objectives of E&S Monitoring and Reporting are:
e Evaluating the DESCOs’ E&S performance, including progress against set ESAP;
o Facilitating pro-active and effective management of E&S risks and ensure
opportunities are being realized;
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e Ensure on-going oversight, evaluation, and management of material E&S risks and
opportunities across investments;

e Providing support to DESCOs around implementing good E&S practices and driving
continual improvement;

E&S Monitoring should be risk-based, i.e., the higher the level of E&S risk associated with the
DESCO'’s activities, the higher the monitoring effort that should be made. Table 3 outlines the
E&S Monitoring and Reporting requirements for DESCO’s per E&S Category.

For Category B+ and A portfolio companies, AFC may consider setting up an E&S Sub-
Committee framework. The E&S Sub-Committee would comprise representatives of AFC and
senior management of the portfolio company and would meet up periodically to discuss the
E&S performance of the company and progress made to close out any ESAP action items.
The framework and operation of the E&S Sub-Committee would be designed and agreed upon
on a case-by-case basis.

Table 3: AFC Monitoring and Reporting Requirements for DESCQOs per E&S Category

E&S CATEGORY Type of Monitoring Required for AFC

Category C and B ESAP implementation monitoring

The Investment Officer, with the support of the E&S Officer, shall
periodically review portfolio companies’ progress against the
ESAP. For Category C investments, the frequency shall be at
least annually. For Category B investments, the frequency
should be at least quarterly.

A periodic monitoring site visit could be considered for Category
B investments but is not required.

Category A and B+ ESAP implementation monitoring

The Investment Officer, with the support of the E&S Officer, shall
periodically review DESCOs’ progress against the ESAP. This
shall be done at least quarterly for Category A and B+
investments, but it could be more often depending on the nature
of the identified risk and the recommended action in the ESAP.

Monitoring site visit

A quarterly monitoring site visit is recommended to ensure the
DESCO’s E&S performance is adequate and in accordance with
the agreed requirements. The site visit shall be conducted by the
E&S Officer. The involvement of External Consultants is
recommended for monitoring the management of complex and
technical risks and for Category A investments.

All E&S Risk | Annual E&S Monitoring

Categories The Investment Officer, with the support of the E&S Officer, will
conduct a review and analysis of DESCO E&S Performance.
The Investment Team will provide DESCOs with AFC’s Annual
E&S Reporting Template (Annex 7) for the DESCOs to
complete.

African Frontier Capital 12 Strictly Private & Confidential



The E&S Officer will review Monitoring Reports and
communicate DESCO E&S Performance with investors and
stakeholders pursuant to AFC’s contractual commitments for
reporting and disclosure.

The E&S Officer will actively engage with the DESCO to increase their awareness and
knowledge of E&S issues through monitoring and direct communication. In the event that
monitoring reveals DESCQO’s non-conformity with local legislation, E&S clauses or ESAP
agreements, AFC will cooperate with the DESCO to improve E&S performance.

In the event of DESCO financial distress, AFC will activate a contingency E&S oversight
process. The E&S Officer and Investment Team shall assume interim responsibilities for the
DESCO’s E&S risk monitoring, including direct engagement with site teams and to ensure
ability to implement critical parts of the ESAP. This ensures continuity of E&S compliance until
DESCO management regains financial and operational stability or alternatively garner
external support (consultant).

3. Incidents Management

In addition to AFC’s monitoring of incidents at the Group level, AFC will provide all DESCOs
in which it invests with an incident management procedure.

Requirement:

DESCOs are required, within forty-eight (48) business days after becoming aware of the
occurrence, to notify AFC’s E&S Officer of any environmental, social, labour, or health and
safety incident, accident or circumstance concerning any existing portfolio company that:

¢ Has, or could reasonably be expected to have, a material adverse effect or impact on
AFC, the DESCO, the environment, communities, or the workforce; and/or

¢ Involves or causes, or is reasonably likely to involve or cause, any material breach of
AFC’s ESMS Reference Framework, specifying the nature of the incident, accident, or
circumstance and the impact or effect arising or likely to arise, and the measures being
taken, or plans to be taken, to address them and prevent any future similar event.

Reporting Procedure:
Upon entering into an investment agreement with a DESCO, AFC provides an Incident
Reporting Procedure for adaption and implementation by the DESCO. The purpose of the
Incident Reporting Procedure is to stipulate a standardised process to be followed to meet
AFC’s incident reporting requirement on the following topics:
e Ensuring all incidents are reported and investigated so that suitable measures to
prevent similar incidents occurring in the future are identified and implemented;
e To raise awareness of incidents within the DESCO;
e To ensure that appropriate persons within the organisation are informed of incidents;
e To ensure that statutory reporting of E&S (environmental and social) incidents is being
carried out;
o To ensure that the DESCO incident data is being collected is available for review and
analysis by the company and interested stakeholders (e.g. investors); and
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e Ensuring appropriate actions, commensurate with the level of risk identified, are taken
to mitigate any incidents relating to the DESCO operations.
The DESCO company management is required to commit to the implementation of this
procedure in the interest of its employees, for all activities under its direction and control.

In turn, AFC commits to investigating and reporting any incidents stemming from its
SPVs/WHF pursuant to AFC’s commitments to investors and stakeholders on reporting and
disclosure. Based on the incident report initially provided by the DESCO, the AFC E&S Officer
will categorise the incident as either work-related, non-work related or extra-ordinary. In this
regard, AFC will be guided by the Norfund Good Practice Incident /Accident Investigation
Guidance Note, and inform and communicate with lenders within 24 - 72 hours post being
alerted by the DESCO.

4. Grievance Redress Mechanism

As part of ensuring effective stakeholder engagement, AFC has developed a grievance
mechanism which is communicated, implemented, and monitored to ensure that any
complaints or feedback received from external stakeholders are formally recorded and are
appropriately responded to. AFC has an internal grievance redress mechanism which includes
the following communication channels:

o Email/meet the AFC CEO directly via email;
e Anonymously through the website (the recipient is the CEO still) and the process
outlined for external grievances will be followed as outlined below).

It is the AFC CEO and relevant counsel (together with a hired external expert if necessary)
that will carry out the investigation on the internal grievance.

The remainder of this section covers AFC’s external grievance redress mechanism (see
Figure 2).

Step 1: Receiving a Grievance

A person, community or other external stakeholder, such as a civil society organisation, can
submit their questions or concerns to the Firm either by sending an e-mail to the following
address: info@africanfrontiercapital.com or using the “Contact Us” channel on the website.

Where the question or concern relates to a DESCO receiving financing from AFC, the
interested or affected person(s) are first encouraged to discuss the matter directly with the
DESCO. In cases where the question or concern was not addressed sufficiently at the DESCO
level, interested parties may submit their query to AFC, in writing, providing the following
information:

a) Name and contact information of the sender (this may be marked as anonymous if
desired);

b) Name of the DESCO to which the concern relates;

c) Description of the concern and any supporting documentation;

d) Date of the incident or action giving rise to the complaint (if applicable);

e) Specific remedy sought (if applicable); and

f) Any other information as deemed appropriate by the sender.

The E&S Officer or supporting team member (CEO or Legal Counsel) will provide a
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confirmation of receipt to the sender within 5 business days of receiving the written question
or concern.

1. Confirm 2. Assess 3. Respond to
receipt (within grievance (within grievance (upon

two business ten business completing the
days of receipt) days of receipt) assessment)

Figure 2: External grievance management process

Step 2: Assess Grievance

The E&S Officer, CEO and Legal Council will review the content of the communication and
will conduct appropriate investigation. The E&S Officer will draft a response, with involvement
from the relevant investment professional responsible for the DESCO. A draft response will
be submitted within 10 working days to AFC senior management for approval. If AFC senior
management approves the draft, the E&S Officer will forward the response to the sender. Any
change to the draft response proposed by the senior management at AFC responsible for
communications will be consulted with the relevant investment professional, and its final
version will be sent to the sender no later than 15 business days from the receipt of the
communication.

Step 3: Resolving a Grievance

In case the E&S Officer, in consultation with relevant investment professional, CEO and Legal
Counsel, considers that the communication from the sender raises serious E&S issue(s) for a
DESCO, the relevant investment professional will immediately contact relevant AFC investors
and stakeholders, to inform them, in addition to seeking any relevant information, and may
carry out additional investigation on the DESCO. If such investigation leads AFC to conclude
that the DESCO is not meeting the requirements of the investment agreement agreed with the
DESCO, the dedicated investment professional at AFC will inform senior management and
Investment Committee about this fact. The E&S Officer will prepare a Supplemental
Corrective Action Plan (SCAP) to be discussed with and implemented by the DESCO.
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The E&S Officer may then send a second, follow up response to the sender about any steps
requested from the DESCO once the SCAP is ready and accepted by the DESCO, provided
it does not contradict any confidentiality agreements.

There is no cost or fee associated with submitting a question or concern through this
procedure. Interested and affected parties may submit queries or concerns without fear of
retribution, and may request that the Firm not disclose the names of individuals to the portfolio
company without prior permission.

The E&S Officer or supporting team member will log and track all public inquiries received by
way of this procedure including:

e Date received and issue raised;

e Dates of follow-up communication;

e Solution offered and if accepted; and

e Follow-up actions with the company (and tracked to closure).

5. E&S Roles and Responsibilities

Staff involved in management and investment activities at African Frontier Capital are
expected to act in accordance with the E&S Policy and processes set out in the ESMS;
however, E&S responsibilities are divided between four key roles:

AFC Board / Senior Management Team

The AFC Board / Senior Management Team plays a crucial role on approving company E&S
policy, approving the ESMS, ensuring that the E&S policy is consistent with the vision, mission,
values and it is a core part of the strategy. The AFC Board also periodically reviews the
performance of the ESMS and ensure operational E&S budget is allocated.

E&S Officer: The E&S Officer carries responsibility for the development and maintenance of
the ESMS, including all policies, procedures, and tools. The E&S Officer reports directly to the
CEO, AFC Board and Investment Committees. Responsibilities include:

e Conducting the initial E&S Screening and assigning the E&S Risk Categorization for
all potential investments;

o Identifying the scope and nature of necessary E&S Due Diligence required, and
preparing relevant materials for retaining external E&S specialists;

¢ Organizing and assisting DESCOs and external E&S specialists throughout the ESDD
process, including for information sharing, interviews, and field missions;

e Supporting the investment team in the E&S due diligence of transactions by providing
advice and capacity building

e Preparing the final ESDD report, ESAP, and E&S component of the Investment Memo
for investment review and approval;

e Acting as the main resource for the Investment Committee (IC) for advice on specific
challenges and dilemmas regarding a transaction’s E&S risk.

¢ Recording incidents and grievances reported at the DESCO level and communicating
to investors and stakeholders;

e Managing and conducting monitoring activities for all DESCOs and preparing annual
monitoring reports to identify DESCO ESAP implementation and E&S compliance;
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e Acting as liaison and communicating E&S risks with AFC’s external E&S specialists,
when necessary; and

¢ Reviewing and revising the performance of AFC’'s ESMS, including its policies,
procedures, and tools as the nature of AFC E&S risk, impact, and opportunity exposure
evolves.

Investment Team: The investment team is responsible for applying the ESMS requirements to
the applicable transactions and engaging with DESCOs on applicable E&S standards and
requirements. It is noted that the E&S Officer forms part of the Investment Team.

Throughout the investment procedure, the E&S Officer role in the investment team’s
responsibilities include:

e Acting as the first point of contact with DESCOs, and liaising with DESCO
representatives on relevant information;

e Completing E&S documentation requirements with DESCOs, including the Internal
Due Diligence Questionnaire;

¢ Integrating findings of the ESDD into the final Investment Memo for the final Investment
Committee meeting;

e Supporting in E&S monitoring activities following the investment, including through
communication with DESCOs and support where required / appropriate.

Investment Committee: The IC carries final responsibility for ratifying the E&S risk assessment
from the due diligence assessment and any corrective measures in the E&S Action Plan.

The IC’s responsibilities include:

e Approving the investment decision in consideration of outcomes from the ESDD;

¢ Where necessary, overruling conclusions and recommendations from the investment
team or the E&S Officer and define additional requirements, up to and including
declining the suitability of the investment.

Legal Counsel: The legal counsel ensures that the applicable E&S standards and
requirements are adequately included in a transaction’s legal agreement. Their responsibilities
include:

e Collaborating with the E&S Officer to include relevant E&S Clauses in the final legal
agreements between AFC and the DESCO.

The Legal Counsel’s activities should fortify the investment team’s leverage to keep a DESCO
to the commitments and agreed mitigation measures and to take action in case of any
breaches of law or activities contrary to this Policy.

External Consultants: External suitably qualified E&S consultants may be tasked with assisting
on or conducting any E&S due diligence or monitoring assessments on DESCOs on a case-
by-case basis.

When working with external consultants, it is AFC’s responsibility to conduct the following
activities:

e Ensuring that persons working under its control who can affect (directly or indirectly)
its E&S performance, shall be competent for their job roles;

e Carrying out a training needs assessment and organizing training sessions conducted
by external E&S consultants;
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e Liaising with consultants to produce and present. training sessions that target persons
assigned responsibilities under the ESMS, including those who:
o Determine compliance obligations
o Perform evaluations of compliance;
o Contribute to the achievement of the Firm’s E&S commitments; and
o Originate investment opportunities.

6. Capacity Building

For all AFC personnel involved in AFC’s E&S Risk Management Process, AFC will, on an
annual basis, conduct an analysis on E&S training needs to be delivered as internal training
among personnel of AFC. Training will identify E&S skills gaps and internal training
requirements. The E&S Officer is responsible for identifying the training needs of personnel
assigned responsibilities under the ESMS and either producing necessary training materials
or calling upon the services of an external E&S consultant to develop and administer
necessary E&S training.

Different types of E&S training can be given to AFC employees depending on their E&S
responsibilities and E&S training needs. exposure to E&S risks. E&S training could, for
example, cover the following:

AFC E&S Policy;

Applicable E&S Standards;

AFC E&S Exclusion List;

E&S Risk Management Procedures;

Analysis of reported E&S Incidents;

Grievance Redress Mechanisms; and

Any lessons learned from the investment process and/or business activities of the
DESCOs (e.g., incidents, accidents, fatalities, major environmental issues, issues with
consumer protection, etc.).

Noak~wDN -~

7. ESMS Periodic Review & Communication

On a bi-annual basis, i.e., once every two years (or as deemed necessary), AFC will conduct
a review of the adequacy of its ESMS to ensure that it remains up to date with emerging
trends, best practice and the organization’s growth. The success of the periodic reviews is
conditional on appropriate records and documentation of E&S related activities and initiatives
being stored and filed (e.g., records all E&S processes and outputs for every investment and
any challenges encountered).

This review shall focus on the following key elements, but is not limited to:

e Assess AFC’s E&S Policy and ESMS against any organizational changes and/or
business strategy, investment portfolio, investor requirements and/or relevant
emerging best practice and norms;

¢ Evaluate adequacy and performance of internal resources against their assigned E&S
roles and responsibilities, including engagement with the ESMS (e.g., actively
engaging with screening outputs, due diligence reports, IC materials, transaction
documents and monitoring and reporting materials, etc.);
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e Source and review feedback from various personnel covering challenges faced when
implementing the ESMS, recommended areas of improvement, success stories, etc.,
to derive lessons learnt and improve the effectiveness of the ESMS;

e Assess the extent to which E&S requirements and commitments are being met and
the degree to which E&S efforts are contributing to operational performance;

o Define appropriate corrective measures to address any gaps, limitations and
improvement areas with the ESMS;

o Determine necessary resources to implement any corrective measures to address any
limitations or gaps identified. This may include additional training and awareness
raising; improving the oversight of the components and procedures; inclusion of E&S
performance into staff members personal objectives; improved E&S procedures, tools,
and templates, use of external specialists to advise the team; peer-to-peer learning
within and across teams, etc.

¢ Investigate global trends and competitors’ approaches to E&S. An unplanned periodic
review may be triggered by any changes in investor agreements; any failures to
appropriately manage E&S risks and/or any changes in AFC’s policies/business
strategy. Investors, investors, and other stakeholders will be informed of any significant
changes to AFC’s E&S Policy and ESMS

Internal and external communication related to AFC’s E&S aspects shall be carried out as per
the existing communication channels within AFC. AFC will meet all Lender reporting
requirements based on the information secured form the DESCOs as per the monitoring
processes conducted as explained above. This would include reporting on agreed impact
metrics and achievements. Furthermore, AFC will share its E&S Policy commitments on its
website.

In addition, for internal communication within AFC, the requirements of the E&S Policy and
associated ESMS will be included as a core component in the induction process for new
employees and as a part of ongoing refresher and capacity building sessions for existing
employees.

To facilitate a periodic review of the ESMS, AFC will adequately save records and documents
related to the implementation of the ESMS in line with AFC’s document control process.
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8. Appendices

- Annex 1:
- Annex 2:
- Annex 3:
- Annex 4.
- Annex 5:
- Annex 6:
- Annex7:
- Annex 8:

African Frontier Capital

E&S Screening and Categorization Tool

E&S Due Diligence Questionnaire

E&S Action Plan template

ESDD Terms of Reference for External Consultant
E&S Memo template

E&S Clauses template

E&S Monitoring tool

DESCO Toolkit
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