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Overview

Introduction

Trump Effect on Sustainability.

What is ESG, Sustainability, CSR and link to SDGs
Sustainable Investments and Financing

Integrating ESG into Fund Management
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Challenges & Opportunities




Who is Protos Capital
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PROTOS CAPITAL LLP is a Sustainability integration, impact modelling
and reporting consulting firm, to businesses, policy makers and
investors. We exist to empower our clients and partners for
sustainable growth.

We are passionate about building sustainable businesses that
maximize returns while having a positive impact to the environment
and society.

We know that businesses transition through various stages of ESG
maturity, and we help shape this transition, allowing business to use
their ESG performance as a differentiator in markets they operate.

Countries we’ve worked in
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Climate Change

and Sustainability
Strategy ESG Education and

Development capacity building

Sustainability

& Reporting and
Disclosure

ESG Due Diligence in
Investments

Stakeholder
Engagements and

Carbon Footprint

Assessment and

Materiality Measurement

Assessment
Supply Chain Resilience

Advisory.




Clients Who Have Trusted Us
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AGREEMENT

BlackRock drops sustainability-
related terms from 56 funds
ahead of ESMA deadline




What is ESG?

Environmental, Social & Governance

Environmental

Considers how a company performs Examines how a company manages

as a steward of nature

Climate change
Carbon emissions

Waste management
Resource depletion

b\

Social

its relationships with employees
and the community

Health
and well-being

Building safety
Employee relations
Diversity

Impact on
communities

1111
Governance

Deals with how a company
is governed

Executive pay
Shareholder rights

Board diversity
and structure

Audits
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Evolution of the ESG Concept ProtosCapital
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2006 — The
United Nations’
1700: The key 1990s: The Principles for
drivers for ancient concept of Responsible
“exclusion list” or “Triple Bottom Investment Last Decade to
“code of conduct” Line,” or the (UNPRI) Date: ESG as a
prototypes were notion of reporting mainstream
religion, moral
norms, and People, Planet, framework Governance
cultural values. Profit (PPP). launched. Concept

1980s: The Rise 2000s: The 2010s: ESG
of Social United Nations Enters
Responsibility Global Mainstream
Investments. Compact is Finance
Launched. Practices (SDGs

in 2015)
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What then is Sustainability?

Sustainability and ESG
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Link to Sustainable Development Goals
How ESG, Sustainability all link with SDGS
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The SDGs are the blueprint They address the global The 17 Goals and 169

for achieving a better and challenges we face: ending targets are all
more sustainable future poverty, reducing inequalities, interconnected and must
tackling climate change be implemented by 2030.
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How Does ESG Compare to CSR?
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COMPARING ESG TO CSR

Voluntary Nature Compliance and Performance

Focus Focus

oo P28

On a company's voluntary ESG focuses on evaluating a

actions and initiatives company’s impactonkE, S, G

Scope Scope

@ ESG provides a

comprehensive framework

Is often project-based,

(@
1V,
J 3

focusing on specific E,S

initiatives.

Stakeholders
considers impact on both

Stakeholders

Concerned with the impact

on external stakeholders external and internal

stakeholders
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Appetite for Sustainable Investments in Africa ProtosCapital
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Tanzania’s water utility Tanga Urban Water Supply and Sanitation Authority

¢ |ssued a 10-year water infrastructure green bond projected to enhance access to safe and affordable clean water for 6,000
households (26,000 people). — 103% oversubscribed. 65%local investors and 35% foreign investors.

CRDB Bank’s Kijani (‘green’) bond

e Targeted at smart agriculture, renewable energy water and water managements, forestry, pollution control, health and
education, food security among others. — 429% oversubscribed.

Rwanda's first green bond by Prime Energy Plc

e Issued in November 2024. The proceeds were used to support clean energy solutions and business expansion.

NMB Bank Gender Bond 2024

e Geared towards reducing income inequality and advancing financial inclusion for the underserved segment of women in the
community. 197% oversubscribed

Absa Bank Botswana 2023

e Issued Sustainable Bond to finance or refinance a portfolio of eligible green and social projects, including renewable energy,
green buildings, and affordable housing.

Kenya’s green DREIT by Acorn Holdings

e Was redeemed from the stock exchange in 2024. Had been oversubscribed.



The Financing of Africa’s Critical Sectors Hinges on ESG

Source: Climate Policy Initiative 2024

Western Africa

Northern Africa

35.2
10.9

Central Africa

N /

328
7.3

Eastern Africa

20.4
35

1.8

Southern Africa

39.2

3.9

2.2

Needs

(USD billion)

62.7

12.6

Unknown / Multiple

African Regions
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What do we need to do to create
sustainable investment products in
Kenya?




Defining Sustainable Investing

Sustainable
Investing




Exclusion of prohibited investments, such as gambling and alcohol stocks or restrictions on
the ability of a fund manager to buy assets related to certain industries. Mainly reflects
investors’ sustainability preferences.

Exclusionary Strategies

Larger allocation within the portfolio to stocks with higher ESG scores, typically
seeking to maintain an ESG score that is above a defined threshold.

Rank companies in the investment universe within their sectors and
then select the most sustainable companies within each sector.

Best-in-class strategies

Approaches to
Sustainable
Investing

Designed to align with specific environmental and/or social
Thematic strategies objectives, predominantly investing in companies whose products
and services address specific themes within these areas.

Have a dual objective to generate financial return and to achieve
environmental and/or social impact. Such strategies set and report against
specific impact metrics.

Is a component of many traditional investment strategies supporting the assessment of
financially material ESG factors that can affect a company’s bottom line in the investment
analysis and decision-making process. ESG integration does not change a strategy’s investment

ESG Integration objective, exclude specific types of companies or constrain a strategy’s investable universe.
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What are the main considerations at
investment for most Fund Managers?




Practical Actions To Integrate ESG into Fund Management ProtosCaplg_a:!
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Build ESG Competence i
P ® ® Annual Review

Capacity build Trustees, Portfolio : Annual evaluation of the portlio

managers, Fund managers and performance and readjust as need be.
investment teams on ESG.

Develop, publish& Implement Polig P Disclosure and Reporting

Practical Steps

to Integrate Pension fund to disclose to

ESG into stakeholders sustainability investment
strategies and implementation across
the portfolio.

investments

Monitoring

Set Commitments & ngets ®

ESG issues to be a standard agenda in

Fund to invest with purpose — for ‘ _
performance review meetings.

return and sustainability and

determine what success looks like.

® Selection of service providers

Consider sustainability value
alignment with asset managers and
other service providers.




The Concept of Sustainable Financing

Sustainable finance: Financing that incorporates
environmental, social, and governance (ESG) considerations
to drive sustainable development outcomes.

Green finance: A subset of sustainable finance that refers to
investments that support environmental goals, such as
reducing waste, increasing biodiversity, or reducing carbon
emissions.

Climate finance: A subset of green finance that refers to
investments in areas that support climate change mitigation
and adaptation.
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Characteristics of Sustainable finance

Definition: Use of proceeds.

Selection: Process for project evaluation.

Traceability: Management of proceeds.

Transparency: Monitoring and reporting.

Verification: Assurance through external review.




Sustainable Finance Instruments and Mechanisms

Other financial Instruments

=  Green Mutual Funds
u Green Loans
. Grants

Tied to use of proceeds gm

"  Concessional loans

= Guarantees

Financial Mechanisms

=  Blended Finance
=  Public-Private Partnerships

Tied to key =  Crowdfunding

performance indicators

=  Results-Based finance




Main Sources of Sustainable Finance ProtosCapital
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640
625 Public funds | 0.2

Export credit agencies (ECAs) | 1.8
Multilateral climate funds | 2.9
Bilateral DFIs [ 326
State-owned Fis | IIEG@gN 0.9
Multilateral DFIs | NG ©5
Governments [NNGNTITNINGEGEGEGEEE ©°.6
soes I 1103
National DFis [ N R, 2334

Funds |} 6.2
Institutional investors ] 6.3
Households/individuals | NN 184.5
Corporations [NNNENEGEGEEE 192.2
Public  Private Commercial Fis |G 235.0

2021/22 annual average, USD billion

Source: Climate Policy Initiative




ESG evolving as part of the Global Economic Engine Capital

What should pension funds do?

Focus on the concept of Enterprise Value,
eliminating the unnecessary distinction
between sustainability and business
fundamentals, shaping a more mature,

Show the alpha in ESG by quantifying
financial related sustainability risks and
factoring them in investment decision

embedded and economically driven making.

approach to sustainability.

Move away from high profile proclamations Balance the pressures of regulatory/policy
of ESG commitments and focus on results- shifts with consumer and stakeholder
oriented actions transparently disclosed and expectations, while forging local partnerships
to which funds can be held accountable. that amplify impact and build goodwill.

Navigate this time of uncertainty balanced
with optimism to create a self-sufficient
continent that not only withstands global
shocks but also sets the standard for future-
forward development.

Innovate home grown solutions to financing
problems, leveraging partnerships with
government and other private sector players,
DFls and financiers.
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Is there an alternative to AID to
fund Africa’s Critical Sectors?




“While Sustainable Financing may
not be the silver bullet to Africa’s
large financial needs, there’s no
doubt that financing that is targeted
at sectors that solve Africa’s most
critical problems will be critical for
development.”

Loise



Thank You



