SOCIAL LICENSE TO INVEST,
SOCIAL LICENSE TO OPERATE

HOW TO SECURE AND LEVERAGE STAKEHOLDER ENGAGEMENT Altermind g:g VAUBAN

INFRASTRUCTURE PARTNERS

FOR INFRASTRUCTURE IN 2022

Py

SOCIAL LICENSE TO OPERATE; SOCIAL LICENSE TO INVEST 1 fo’



~¢ Altermind

Altermind

38, avenue Hoche
75008 Paris
www.altermind.com

Altermind is a
boutique strategy
consultancy.

We bring together
the worlds of business
know-how and
academia to help
companies prosper.
Altermind is present
in Paris, London,
Brussels and Berlin.

§78 VAUBAN

INFRASTRUCTURE PARTNERS

Vauban

115, rue Montmartre
75002 Paris
www.vauban-ip.com

Vauban Infrastructure Partners is a leading Infrastructure
Asset Manager focused on European core infrastructure
investments. Based in Paris and having a subsidiary

in Luxembourg, it employs 60 professionals who have been
working together for a decade. Vauban is the fully-fledged
affiliate of Natixis Investment Managers, dedicated

to sustainable infrastructure equity investments.

Vauban targets predominantly European brownfield
mid-market assets pursuing a long-term yield-driven strategy
matching the underlying nature of assets and long-term
commitment to all stakeholders’ interests through a strong
focus on creating sustainable value. Vauban has raised c. over
€7 billion across 6 funds in core infrastructure from

over 70 investors within 15 different countries and has invested
in over 60 assets in mobility, energy transition, social

and digital infrastructure across 10 different geographies.

FOREWORD

Since its creation, Vauban Infrastructure Partners has sought to
finance essential public infrastructures that provide long-term
sustainable solutions to local communities. We believe that

the 4 sectors we target — mobility, social infrastructure, energy
transition, and digital infrastructure - allow us to meet essential
societal needs.

Thus far in 2022, we have invested in district heating networks,
wind farms, rail infrastructure, and waste treatment and recycling
plants, among other projects. We are deeply convinced that all of
these infrastructures bring undeniable benefits to the greatest
number of people, but we also recognize it is essential to properly
manage their potential impacts on their different stakeholders
(users, local communities, public authorities, industrial partners,
etc.). To ensure stakeholder acceptance and to align interests,

it is essential for us to collect and understand their different
expectations.

In a world marked by the need for an accelerated energy transition,
taking into account the least represented stakeholders allows

for a fair and socially equitable transition, corresponding to our
responsible investment principles. This is why Vauban IP has
decided to carry out research on the principle of the “Social
License to Operate” (SLO), or the understood social contract to
operate; this concept helps us to fully understand the levers likely
to strengthen the consultation and engagement process with
stakeholders that enables market players like us to ensure that
our infrastructure projects are positively embedded in their local
communities and create sustainable & shared value for all
stakeholders over the long term.

This research work, which we conducted alongside Altermind,
allowed us to compile academic research on SLO, obtain the point
of view of various experts, share feedback

with industrial partners, and organize a statistical survey with
10,000 citizens spread over 5 different countries. Through this
work, we hope to improve our stakeholder engagement strategy,
be transparent about our practices, and advance knowledge
sharing around the concept of the Social License to Operate.

Gwenola Chambon, Mounir Corm,
CEO, Founding Partner Deputy CEO, Founding Partner
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EXECUTIVE SUMMARY

Infrastructure is at a crossroads.

Climate change requires urgent action,

in all realms of economic systems.

The ongoing pandemic and geopolitical
tensions have upended policy priorities
and significantly disturbed international
supply chains, putting exceptional pressure
on infrastructure networks and systems
around the globe. The world has now dived
into a warlike period of scarce natural
resources and expensive energy access,
which constitutes a major test for
infrastructure operators as well as

their customers or end-users.

To address those critical challenges,
the world needs more and better
infrastructure. And it needs it now.
Additional investments in sustainable
and resilient infrastructure will be crucial
in the 2020s to achieve economic growth
and build more inclusive and resilient
societies by 2050. At this stage,

there is still a massive investment gap in
the sector, with an estimated

USD 6.9 trillion required for the next
30 years in the energy sector alone to
reach the Paris Agreement’s targets®.

Infrastructure assets must therefore be
delivered urgently and efficiently.

This is why some countries, including

in the European Union, have put in place
exceptional regimes to accelerate

the infrastructure investment process.

This report argues that to achieve this
challenge infrastructure projects holders
must gain and maintain a social license

to operate (SLO), i.e. an informal “social
contract” between all stakeholders giving
project holders the consent they need

to develop, deliver and operate a project,
through engaging with stakeholders

and aligning interests. Getting only a legal
license to build and operate an
infrastructure is not enough: ensuring public
acceptance can prove to be a time-and-
cost-saving strategy for infrastructure
projects by preventing blockages and
conflicts while enhancing collaboration

with stakeholders. SLO meets the needs

of our era. Populations are asking for more
involvement in project planning and
delivery: according to a survey conducted
for the purpose of this study, based on

a representative sample of around
10,000 citizens, 2000 per country in
France, Germany, Spain, Sweden,

and the US, 82% to 93% of the population
feel there is a need for residents’ support
in infrastructure projects. The public

is also imposing greater scrutiny on
infrastructure projects across a range

of issues which they care about - ethical
business practices, environmental
stewardships, diversity and inclusion,

health and safety, etc.

The rising importance of SLO

has critical consequences for the delivery
of infrastructure, given their very nature:
they generally involve significant
investments with both global and local
impacts, at community and society
levels; they concern a great diversity

of internal and external actors with
conflicting interests; they have a long
lifespan. This requires infrastructure
projects holders to be more stakeholder-
centric, which will lead to a revision of how
infrastructure is financed, designed, built
and operated. According to the survey,

a large proportion of local residents (directly
impacted by a project) feel it is “essential”
to involve them in design, construction
and operation of an infrastructure.

As a result, facing the disequilibria

of our times, infrastructure project holders
must engage with the whole ecosystem -
from citizens to local communities, local
government organizations, nonprofit
organizations, suppliers, shareholders,
employees, subcontractors, etc. This
requires a targeted and pragmatic strategy:

- As each stage of the infrastructure project
poses specific issues, engagement must
be conducted throughout the entire
lifecycle of the project, offering
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opportunities to further strengthen benefits
and get feedback for future designs;

- Stakeholder engagement processes
need to be agile and data-driven through
the identification of what is feasible
within a shorter timeline. According to

the survey abovementioned, the three most
impactful measures to secure SLO with
local communities are: (1) consulting
residents upstream, (2) collaborating with
residents’ associations, and (3) donating

a share of the profits to local associations.

In addition to infrastructure operators,
investors are also in the spotlight and are
expected to fully embrace the emerging
concept of social license to invest (SLI).
To create and strengthen this SLI, financing
of infrastructure assets can be leveraged,
as long as the investment strategy is
sustainability-driven, combining three
main aspects:

- A long-term perspective: compared
to standard private equity investment,
infrastructure investment is intrinsically
linked to long-term considerations;

- Responsible criteria: investors are
increasingly looking to achieve financial
returns while performing in terms of
extra-financial aspects, such as social,
environmental and governance, using
international standards and guidelines;

- A multi-stakeholder approach:

the financing of an infrastructure project
involves various stakeholders, which have
their own objectives and constraints but
must reach an agreement to fund and
carry out the project.

In the era of stakeholder capitalism,
creating value cannot be simply limited

to maximizing shareholders’ interests but
should also aim at enhancing a company’s
value to all stakeholders, now and in the
future. To do this, multisector coalitions
must be built to align interests
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between governments, NGOs, companies,
and community members®.

To make the best of this SLO/SLI

value potential, the traditional contractual
arrangements must integrate

a stakeholder-centric and flexible
dimension. In infrastructure sectors,
public-private partnerships (PPPs) now tend
to include sustainability and social goals,

in addition to performance objectives.

To accelerate the transition towards
SLI, regulators have a critical role

to play by increasing transparency
and collaboration between all actors.
Forinstance, the EU Taxonomy is

a precursor tool to guide companies
and investors towards a carbon-neutral
economy. It could be followed in

the coming years by a social taxonomy
to pave the way for more inclusive
infrastructures.

The need to align stakeholders’ interests
on each infrastructure project has
never been greater. Thisis in line

with Vauban IP’s vision of long-term
infrastructure investment.

QECD, “Financing Climate
Futures, Rethinking
infrastructure,” 2018.

@Five elements must be in
place for a collective-impact
effort to achieve its aims: (1) a
common agenda, which helps
align the players’ efforts and
defines their commitment; (2)
a shared measurement system;
(3) mutually reinforcing
activities; (4) constant
communication, which builds
trust and ensures mutual
objectives; and (5) dedicated
“backbone” support, delivered
by a separate, independently
funded staff, which builds
public will, advances policy,
and mobilizes resources.
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SOCIAL LICENSE TO OPERATE,
A CRITICAL CHALLENGE FOR
INFRASTRUCTURES

Key takeaways

— The concept of social license
to operate (SLO) refers to

an informal “social contract”
between all stakeholders giving
project holders the consent
they need to develop, deliver
and operate a project, through
engaging with stakeholders and
aligning interests.

— To address the critical
challenges of our times,

the world needs more
sustainable and resilient
infrastructure - notably in the
energy sector - and it needs
it now.

—> Although infrastructure
assets will have to be delivered
urgently and efficiently, this
cannot be done at the expense
of social considerations:
making sure all stakeholders
are engaged can prove to be
time-saving and cost-efficient.

— Therefore, corporates and
investors are expected to
embrace the concept of social
license to operate/invest (SLO/
SLI), both as a rigorous long-
term criterion and a project-
management tool.

Infrastructures at a turning point
2020s — THE DECADE TO ACT

The 2020s feature an unprecedented level
of global uncertainty. Climate change is a
prime and urgent concern, requiring action,
in all realms of economic systems. The case
for the energy transition has never been
greater, as the Ukraine war has sparked new
fears around energy security and supply. The
world has now dived into a period of scarce
natural resources and expensive energy
access, which constitutes a major test for
infrastructure operators as well as their cus-
tomers or end-users.

To face those critical challenges, the world
certainly needs more and better infra-
structure, and it needs it now. Given
infrastructure's essential missions, continued
and additional investments in sustainable
and efficient infrastructure will be crucial to
build resilient, sustainable and climate-proof
economies and societies:

- Infrastructure is the cornerstone of a
rapid transition towards a low-carbon
economy: infrastructure accounts for 79%
of global GHG emissions - mainly from
the energy, transport and buildings sectors
-and 88% of future adaptation costs are to
be spent by 20309 ;

- Infrastructure brings vital facilities to cit-
izens that can help mitigate social
crises: faced with the prospect of long-last-
ing economic sluggishness®, they act as a
guarantee for improved living conditions
and greater social stability, notably for ex-
cluded populations.

Nevertheless, at this stage, there is still a mas-
sive investment gap in the sector, with an
estimated USD 6.9 trillion required for the next
30 years in the energy sector alone to reach
the Paris Agreement’s targets®. Aging assets
must be upgraded and/or rebuilt and new
sustainable capabilities (such as solar, wind,
and smart grids) need to be introduced.

Make change happen...

in the right way

Although massive infrastructure will have to
be delivered urgently and efficiently, this
cannot be done at the expense of social
considerations, in line with the Sustainable
Development Goals (SDGs) set out in the
United Nations 2030 Agenda® :

- Populations, especially end-users, are
asking for more involvement in project
planning, to ensure infrastructure responds
to their needs and those of the people directly
impacted by short-term infrastructure costs
(people living near worksites, etc.), which can
be challenging for public authorities;

- The public is imposing a greater scrutiny
on infrastructure organizations across a range
of issues which they care about - ethical busi-
ness practices, environmental stewardships,
diversity and inclusion, health and safety, etc.;

- Where the delivery of infrastructure
involves substantial disruptions to communi-

2022

ties (for instance the impact of long-lasting
worksites on everyday life, the rise of taxes to
finance the substantial investments required
for every infrastructure, etc.), ensuring public
acceptance and support proves to be a
time- and cost-saving strategy for infra-
structure projects by preventing blockages,
demonstrations and conflicts during the
whole infrastructure lifecycle.

In addition, the survey conducted by
Altermind and IFOP at Vauban IP’s request
among the population of five countries
confirms the critical relevance of public
support in the infrastructure sector, in
quite a consistent and homogeneous way.

©®United Nations Office for
Project Services, “Infrastructure
for Climate Action,” October
2021.

@World Bank Group,
“Stagflation Risk Rises Amid
Sharp Slowdown in Growth”,
Global Economic Prospects,
June 2022.

®OECD, “Financing Climate
Futures, Rethinking
infrastructure”, 2018.

©® European Commission,
REPowerEU Plan,
COM/2022/230, May 2022.
K. Appunn and J. Wettengel,
“Germany boosts renewables
with ‘biggest energy policy
reform in decades”, Clean
Energy Wire, April 2022.

® Principles for Responsible
Investment, “Bridging the gap.
How infrastructure investors
can contribute to SDG
outcomes,” 2020.

REPowerEU: accelerating
European decarbonization in
response to the energy crisis

Russia's invasion of
Ukraine has heightened
energy security concerns
and highlighted the EU's
dependence on gas, oil
and coal imports from
Russia. As a result, in May
2022, the European
Commission presented
the REPowerEU Plan,
aroadmap to build a more
resilient energy system,
accelerating the transition
to clean energy. This plan
is increasing the pressure
to accelerate the pace

of decarbonization
through energy savings,
diversification of energy
supplies, and the
accelerated deployment

Public support (approval and involvement),
a must have for infrastructure projects

Source: IFOP, with Altermind

In all five countries

70% 73%
61% 72%  80%

of renewables to replace
fossil fuels, with dedicated
investments of almost
€210 billion by 2027©.
Some European countries
have already launched
some exceptional
measures to accelerate
the transition. Germany
stands as a case in point.
The country has targeted
a share of green energy up
to 80% of the energy mix
by 2030, requiring
massive investments

in solar photovoltaic
installations in order to
reach a total capacity

of 215 GW®, compared

to 50 GW in 2020.

(France, Germany, Spain, 0% I I 100%
Sweden and the US), [E ﬁ
confidence in a private
company to build or
operate an infrastructure Answers “Yes, absolutely” and “Yes, fairly” to the question: “in general, would you say you
is high. trust a private company with regard to the design and construction an infrastructure project?”
66% 71%
61%  69% 79%
0% | | 100%

Answers “Yes, absolutely”and “Yes, fairly” to the question: “in general, would you say you

Bnp L

trust a private company with regard to the operation of an infrastructure project?”

Though, according to the
survey in the five countries,

82%

89% 93%
87%

more than 80% (precisely 0% I
between 82% to 93%)

of the population feel there is
a need for residents’
support in infrastructure
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Answers “Yes, absolutely” and “Yes, fairly” to the question: “in your opinion, should an infrastructure
projects project that has all the legal and regulatory permits also seek the support of residents?”
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Stakeholder engagement,
the building block
of a social license to operate

A NEW STAKEHOLDER-CENTRIC ERA

In the last decades, many business leaders
have formally claimed to embrace "stake-
holder capitalism"®, assuming a long-term
corporate purpose that includes all stake-
holders’ interests and acknowledges the
need for balance and compromise.

Facing the challenge of sustainability, capi-
talism must find ways for actors at all levels
of society to reshape the broken pieces of
the global economy and build one that
works for all people, and for the planet),

In this stakeholder-centric era, infrastructure
companies are also expected to look for
external engagement and cooperation from
all stakeholders to build a successful social
license to operate.

Priority of external engagement on leaders'
agendas, % of respondents

Source: McKinsey Global Institute, 2020

Respondents who said "top 10 priority”, "not on the agenda’, or "don't know"
are not shown. In 2013, n=2,186; in 2015 n=1,334; and in 2019 n=1,418

CEO agenda Board of directors agenda
36
33
37
31

29

Top 3 priority
24

Top priority
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©As defined by Klaus Schwab
(K. Schwab, Stakeholder
Capitalism: A Global Economy
That Works for Progress, People
and Planet, Wiley, 2021),
founder and executive
chairman of the World
Economic Forum, in
stakeholder capitalism,

the interests of all stakeholders
in the economy and society
are taken on board, companies
optimize for more than just
short-term profits, and
governments are the guardians
of equality of opportunity,

a level-playing field in
competition, and a fair
contribution from and
distribution to all stakeholders
with regards to the
sustainability and inclusivity

of the system.

19 K. Schwab, Stakeholder
Capitalism: A Global Economy
That Works for Progress,
People and Planet, Wiley, 2021.

2022

“The decarbonization
commitments will involve
large volumes of time-bound
investment, particularly
dense in infrastructure
(notably energy networks,
transport systems, and
their adaptation to climate
change). 135 countries
have set the objective of
carbon neutrality and

will be subject to such
constraints. This will be
specifically the case in
Europe, with the ‘Fit for 55
in 2030 and, in the shorter
term, adaptation to the
effects of the Russian-
Ukrainian conflict.

All these factors make

it absolutely crucial

to engage communities
within a short timeframe
and obtain — and maintain
over time — a ‘social license
to operate’; not achieving
those objectives will
impact the stability of

the communities concerned
(as well as the economic
balance of the projects).”

“With the changes

in the energy market,
and notably the rise

in energy prices,
stakeholders are asking
for more transparency
and involvement in

the sector. For each
infrastructure project,
companies must

now consider stakeholders’
involvement as a best
practice or could face
massive setbacks

in the next decades.”
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“The social contract is

the fundamental set of rules
and norms that govern how
we live together and how
we organize the provision
of collective goods in our
society. In other words,

the social contract defines
what we owe each other,
whether we are individuals,
businesses, civil society

or the state. Profound
changes in technology

and demography are
challenging old structures.
The climate crisis, the global
pandemic and its inevitable
aftermath have revealed

the extent to which our
existing social contract is no
longer working. We are at

a moment in history when
new choices need to be made.
It is within our gift to shape
a social contract that gives
us, and those that come
after us, a better future.

Companies in particular
should focus on the interest
of a broader set of
stakeholders, pay special
attention to protecting

the social contract,

by promoting better
conditions of living, building
resilient, long-term and
inclusive infrastructures,
and giving everyone the
chance to contribute and

to develop their capabilities.
By doing so they will
strengthen their role in

the society and maximize
their long-term value.”



LOOKING BACK AT SOCIAL LICENSE TO
OPERATE

The concept of social license to operate
(SLO) refers to an informal “social contract”
between all stakeholders giving project
holders the consent they need to develop,
deliver and operate a project, through
engaging with stakeholders and aligning
interests.

In other words, having a social license means
stakeholders - public authorities, end-users,
local communities, the public, partners, etc.
- trust the organization and will act in line
with their interests, beyond complying
with legal, regulatory or contractual
obligations.

Coined in 1996 by executives from the
mining industries, the social contract initially
aimed to highlight that the loss of legitimacy
from communities was equivalent to “gov-
ernment refusal to issue permits”™ and that
local groups can be important governance
actors and can have the power to stop a
project from happening.

While SLO is not a new concept, its scope
has progressively extended to all stake-
holders and its relevance today is increasing.
Beyond corporates, light is also increas-
ingly being shone on investors’ actions
and their role in exacerbating harm or
improving public good. This trend, which
concerns all sectors, is underpinned by
deeply rooted changes, including the in-
creasing sensitivity to the social impact of
business, the changing media landscape
with social media, the rise of advocacy
groups (both organized and spontaneous),
the rise of shareholder activism and the
erosion of trust in business and government.

As a result, companies - especially those
with environmental and social impacts -
are increasingly expected to obtain the in-
formed implicit consent of non-market
stakeholders (local communities, NGOs etc.)
to avoid repeated episodes of stakeholder
conflicts.

MR Boutilier, “Frequently asked
questions about the Social
License to Operate”, Impact
Assessment and Project
Appraisal, 2014.

SLO in academic
literature

Source: Robert Boutilier

Boutilier & Bahr:
Automated issue
extraction, correlation
with sentiment
analysis/reputation

Boutilier & Thomson:
Minera San Cristobal
mine, (2009-2018),
validation of measures
of SL and stakeholder

influence
Boutilier & Zdziarski:
Application
to infrastructure
Morrison:

All organizations need SL
for their activities. Linked
SL to legitimacy, social
contract & human rights

Moffat & Zhang:

Path analysis confirming
importance of trust and
procedural fairness

Prno & Slocombe:
Multi-stakeholder
governance

Thomson & Boutilier:
4-step model and
networks

Joyce & Thomson:
Original 3-step
model for mining
projects
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Robert Boutilier is a leading
academic expert and

a consultant in stakeholder
management theory and
practice, author of several
books and academic papers
on social license to operate

“Originally, the phrase
‘social license’ was coined
separately by two people
within months of each other.
In October 1996, W. Henson
Moore used the term in

a forestry magazine article
to describe the need to have
public acceptance to
continue operating. Three
months later, James Cooney,
an executive within a mining
company, used the term in

a meeting with World Bank
officials to describe the need
for community acceptance
of mining projects. Moore’s
version emphasized public
opinion and stakeholders
like national governments
and news media while
Cooney’s version highlighted
community opinion and
stakeholders like municipal
governments, neighboring
residents, and local
businesses. In any case,

in the mining industry,

the term soon became

a popular shorthand for
practices that win support
from communities.

More recently, when

the climate change movement
gained momentum,
international networks

of stakeholders started
challenging the social
license of carbon-intensive
energy projects. While
environmentalists succeeded
in convincing the public

that a project had no social
license, project proponents
dismissed the social license
as a meaningless fiction.
Conversely, when businesses
succeeded in convincing

the public that their projects
had a social license, activists
dismissed the validity of the
social license. However, none
of the political theatrics have
made social acceptance any
less important for businesses
that introduce changes in

a society, especially faced
with the climate emergency
and the rising social
inequalities. Favorable
community and public
perceptions are both still
essential to deliver a project
successfully and avoid

costly obstacles or outright
termination.”
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SLO, ASIDE BUT PAIRED WITH
ESG AND CSR

Considering its content, SLO shares several
characteristics with the concepts of Corpo-
rate Social Responsibility (CSR) - which
refers to activities voluntarily undertaken by
companies not directly related to financial
performance - and Environmental and
Social Governance (ESG) - which are the
criteria used by investors to measure the
extra-financial impacts of companies.

However, SLO focuses on all stakeholder
perceptions and interests in a project-
specific and very operational basis, ™
whereas CSR and ESG approaches are
mainly designed to assess objectives and
quantitative impacts at an organization’s
scale. Moreover, while ESG and CSR are
based on internal or external criteria,
SLO is granted by stakeholders them-
selves, making “social washing” harder

12 R. Boutilier, “A measure of
the Social License to Operate
for Infrastructure and Extractive
Projects”, November 2017.

CASE STUDY 1

SLO, a priority for Paprec

“While our recycling activities are well
accepted by local communities,

(Figure 3).

SLO, aside but complementary of ESG and CSR

Source: Altermind

Methodology

Stakeholder-centric: assessment of perceptions of relationships

Shareholder-centric: assessment of objective impacts

Project-specific

Group level

Granted by stakeholders

Commitment towards stakeholders

Answering social expectations
Undertaking environmental actions
Fostering economic integration of local communities

Strengthening risk mitigation

Function

Measurable management tool

Legitimization narrative

Certification of corporate activity

Communities' on-boarding tool

The Paprec Group, leader

in recycling and actively involved
in waste-to-energy activities,

has put cooperation with all
stakeholders at the heart of its DNA.
The solutions developed by Paprec
have a major positive impact

on the environmentbut this does
not relieve the Group from

the need to build a strong SLO:
stakeholders’ approval is

a key part of the development
strategy of Paprec.

FIGURE 4:

building SLO remains crucial for our
waste-to-energy activities, which are
indispensable in the value chain but
continue to face strong opposition.
Considering the nature of this activity,
we are daily facing the “not in my
backyard” issue and the dioxin affair
that led to the closure of a waste
incinerator in Savoie in 2001 remains

in people’s minds. The opening of UVE
incinerators is often subject to very
strong opposition, even though the
technical content of the plants has
changed radically and is now more safer
than before. As public expectations
keep increasing, we have to adjust our
infrastructures and better explain all
the benefits we bring to the society

in the fight against climate change ”
(Sébastien Petithuguenin, CEO of Paprec)

The Group’s contribution to inclusion
in the territories also helps reinforce
its SLO by building stronger
connections with the local ecosystem
(enterprises, prefectures, employment
agencies, etc.). Paprec has already
welcomed 10,000 school children
for education days at its sites

and elsewhere to raise public
awareness of recycling issues

and its professions. Paprec

has also pursued its involvement

in local employment integration
programs (PLIE) in the Tle-de-France
and Bouches-du-Rhoéne regions,

and its partnership with

the Seine-Saint-Denis Chamber

of Commerce.

Paprec materiality matrix, revised in 2020

Sourt ¢ Sustainability Report, 2021

Fight against corruption|y
in the value chainfi

Encourage respect for
human rights throughout
the value chain

[ ]
o

Favour social dialogue]
within the company|

Fight against discriminationfll
and promote diversity]

Develop
and suppor]
innovation

Strive to protect the
personal data of customers|

Importance of the stakeholders' expectations

Support the development|
of the circular economy

Fight against climatejl
ch

ll Ensure the healt! Prevent pollution near
and safety of the sites
employees

sponsible corporate
overnance

Reduce nuisances
i for local people

liContribute to the local

Develop the skills e velopment of the
of employees regions

Improve the level
of employee engagement

Optimize the i
management of |
water and energy

@ Industry, innovation and infrastructure
@ Sustainable cities and communities
@ Responsible consumption and production

) R A Measures connected to the fight against climate change

Importance of the challenge for the company's financial performance Partnerships for the sustainable development goals
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Don’t get a social license, maintain
and build oniit!

A MOST COMPLEX EQUATION

The inherent characteristics of infrastruc-
ture can make stakeholder engagement
and social licensing a very hard challenge:

- Infrastructure assets feature broad and
complex environments of stakeholders,
characterized by wide-ranging geographic
footprints but differentiated impacts. They
bring together a variety of stakeholders

An ecosystem of stakeholders with diverse expectations

Source: Altermind, inspired by K. Schwab @

Local stakeholders

Society

with diverging initial interests and expecta-
tions and managing stakeholders’ needs
often varies according to projects, territo-
ries, cultures, times and types of infrastruc-
ture (physical, digitalized, etc.);

- Infrastructure is the asset class with
the longest lifecycle: from the earliest
stage of planning to the exit or decommis-
sioning phase, infrastructure projects of-
ten span over a few decades. As the range
of stakeholders involved increases and
their expectations evolve over time, ensur-
ing efficient stakeholder engagement can
prove to be particularly difficult;

- Infrastructures often have wide public
exposure: local communities, in addition
to broader society, might oppose or sup-
port a project for different reasons, and a
local project might end up at the center of
nation-wide attention.

Communities

7

SLO obstacles at each stage of the infrastructure lifecycle

Source: Altermind

Aesetlecele m

Lack of consultation

SLO obstacles

SLO limited to legal / site etc.)

procedural

Externalities on affected groups
(pollution, noise, construction

Scrutiny on fees/costs/

Scrutiny on fees/costs/delays quality of service

Wilder society debate

on the project

The costs of lacking SLO

THE NOTRE DAME DES
LANDES AIRPORT PROJECT

Vinci Airports was granted
a concession contractin
2010 to build and operate
an airport in the West of
France, but the site was
soon occupied by
protesters opposing

the project due to its effect
on the local environment
and the wider implications
of the air transport sector
on greenhouse gas
emissions. In 2012,

200 protestors stayed on
site and established a camp
from which policemen
failed to dislodge them in

TOKYO'S NARITA
INTERNATIONAL AIRPORT

When the construction

of the airport started in
the late 1960s, local
farmers, residents, and
left-wing groups (and later
the student movement)
reacted by forming a citizen
movement, commonly
known as the Sanrizuka
struggle. The struggle
stemmed from the
government’s decision

to construct the airport

in Sanrizuka without the
involvement or consent

of most area residents and
led to violent protests and

NORTH RIVER WATER
POLLUTION CONTROL
PLANT (“THE PLANT")

The North River Water
Pollution Control Plant,
also called “the Plant”,

is a controversial project
initiated in the 1960s

in West Harlem, New York
City. With giant investment
required for the
construction, following
those needed for

the adaptation to mitigate
its impacts, the project

is still contested and
remains an example

of lack of consultation
and breach of trust

Externalities on affected groups
(pollution, accidents, etc.)

Disposal of the asset
and externalities

Return to state ownership

Key SLO takeaways
from those cases

— A “legal” license (permit)
is not enough in the face of
structured opposition from

“civil” stakeholders (NGOs,

local communities etc.);

— Any community, even a
lowly-structured one, can fight
a project efficiently if it feels
disproportionately affected

by it;

— The time to market can be
key: a project that lasts a long
time can face an evolving and
uncertain environment,
therefore putting at risk its SLO;

— Structured opposition
can arise outside from local
communities, with equally
if not stronger influence

Contribute to local 2012, attracting nationwide battles, leading to deaths with local stakeholders. - .
'\ development /\ A - on decision-making;
-/ . Market stakeholders coverage in the media. and mass arrests.
Build partnerships \L Erg%ig:nlg Zil|r|altr:;$:trut<laanl The government was When the West Harlem — Large infrastructure projects
and ensure vigoility The French Government eventually able to secure neighborhood was must also factor in the general
N \/ abandoned the project in the construction site using designated, opposition f;pbllcﬁ’czsnpgi;2u}lyvg2ir;;u5h
Assist with Build 2018 despite the fact that financial compensation to the projectimmediately national news, which in turn
Governments e prc;“CiTS and e rLT;S(;tnesrﬁ?p alocal referendum showed and State power to became apparent. helps lobbying efforts
guation and trust 55% of residents accepted expropriate the remaining To calm down the claims, undertaken by opponents
/\ ’\ the project, 179 court necessary land. Opposition the Federal State and to the project;
Promote optimal T Improve customer decisions ruled in favor against the airport has the City proposed a major —> The loss of SLO can
working conditions satisfaction of the project, and expert continued from splinter investment in the lead to violent reactions against
\/ Disclose information timely and \] studies highlighted the groups since the 1970s: construction of a 28 acre the infrastructure itself.
engage in dialogue benefits expected from over 500 guerrilla actions park atop the Plant to make
Employees \L the future airport. have taken place against the project acceptable.
The financial implications Narita airport since its However, the Plant began
were important for all the opening in 1978. to have a number of
stakeholders involved. environmental impacts after
Shareholders its commissioning, and
after several legal actions,
Corporate stakeholders 19 K Schwab, Stakeholder public authorities were

Capitalism: A Global Economy .
That Works for Progress, People compelled to fix the Plant

and Planet, Wiley, 2021 and compensate local
stakeholders for health
and financial damage.
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HIGH STAKES IN PLAY FOR ALL

Infrastructure developers, managers and
operators cannot disregard this challenging
equation as failure to meet stakeholders'
expectations poses a threat of asset loss,
high costs, reputational harm and opportuni-
ties to develop beneficial partnerships for all
parties:

- Losing a social license truly becomes an
issue when a damaging event goes pub-
lic: media coverage publicly contests the
company'’s principles and communication,
revealing conflicts between the mediatized
event and stakeholders’ expectations. The
social license is therefore dynamic by de-
sign: it can rise or fall daily;

- SLO varies depending on each stake-
holder, and oppositions may come from
various stakeholders - a project may face a
SLO issue from society even though it bene-
fits from local support, and vice versa;

Beyond this defensive view of SLO, getting
and maintaining a social license can foster
many benefits for all stakeholders, maxi-
mizing the impact of an infrastructure
project and enhancing the attractiveness
of a project or a company.

The need for a project-centric
management mindset

ASSESSING SOCIAL LICENSING

Many theoretical frameworks have been
developed to assess the ongoing
acceptance of a company’s business prac-
tices and operations by its stakeholders™.
The cornerstone of these frameworks lies
in the three "must-have” components to
build a social license™:

— Legitimacy: the extent to which a compa-
ny plays by the "rules of the game”, i.e. the
norms of the community, mainly legal, social,
cultural, formal or informal in nature;

— Credibility: the company’s capacity to
provide true and clear information to the
community and fulfil any commitments
made;

— Trust: the willingness to be vulnerable to
the actions of another.

In collaboration with Robert Boutilier, and on
the basis of previous academic works from
Thomson (2011), Luke (2017) and Lesser
(2020), Altermind has developed for Vauban
IP the following analytical framework to as-
sess the degree of social licensing - from the
point of view of stakeholders - associated
with a project (Figure 7).

4 Robert Boutilier notably
created a reference framework
to visualize the requirements
for holding a social license,
based on a comprehensive and
project-centric approach of
engagement, which was later
extended by Luke in 2017 to
include the scenarios of social
license withdrawal, and then by
Lesser in 2020 who introduced
acommunity/society
difference and indicative
metrics.

9 R. Boutilier, I. Thomson,
"Modelling and measuring the
social license to operate: fruits
of a dialogue between theory
and practice”, 2011.
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A diamond framework to assess the level of social licensing,
from the stakeholders’ standpoint

Source: Altermind, with Robert Boutilier, inspired by Boutilier, Thomson (2011), Luke (2017) and Lesser (2020)
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USE SLO AS A PROJECT-MANAGEMENT
AND DEVELOPMENT TOOL

Due to its operational and multiple applica-
tion scopes, assessing stakeholder engage-
ment has become a performance metric for
infrastructure project holders due to its oper-
ational and numerous other applications:

-It serves as a risk assessment model,

enabling the measurement of acceptance
by local communities;

SOCIAL LICENSE TO OPERATE; SOCIAL LICENSE TO INVEST

Psychological identification
to the project holder

Approval

Confidence in the company to deliver the project,

seen as a "good neighbor"

Acceptance

Formal engagement processes, procedural fairness and respect of
basic social and cultural norms generate contentment

Indecision

Legal licensing only

Non-consent

Lack of legitimacy for project or of the industry, community
believe the costs outweigh the benefits of the project

Rejection

Low confidence in the firm, passive support of protestors

- It provides the basis for designing an
actionable roadmap for stakeholder
management and enhancing the legiti-
macy of a project, both among directly
impacted stakeholders and the general
public;

- It can be leveraged by a company to
build an evidence-based legitimization
narrative, with potentially major reputa-
tional benefits improving its relationships
with all stakeholders.

% Identity boundary

%

Credibility boundary

%

Credibility boundary

% Identity boundary

Legitimacy
boundary



The San Cristobal mine
(Bolivia): SLO as an effective
management tool®

Developed in the early
1980s, the San Cristobal
mine came into full
operation in 2007.

The evolution of
stakeholders’ acceptance
of the mine in the late
2000s shows that

SLO, as a management
tool, is fundamental

to efficient stakeholder
engagement.

In 2009, stakeholders

of the mine were divided
in two separated clusters,
with very few
interconnections between
supporters and opponents
of the mine. Most of

the support for the mine
came from the nearest
villages, where mine
workers lived (left side),
while opposition partly
stemmed from a group

of traditional agriculture-
oriented organizations
(right side), which felt

left behind.

As field interviews and
stakeholder mapping
revealed both inhabitants
from the mining villages
and traditional
agriculture-oriented

19R. Boutilier and I. Thomson,
The Social License:

The Story of the San Cristobal
Mine, Routledge, 2019.
(MN.Landsbury et al.,

"Social License to Operate:
Understanding how a concept
has been translated into
practice in energy industries”,
Journal of Cleaner Production,
2015.
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organizations aimed

at spreading prosperity
more equally across
the region, an inclusive
regional economic
development initiative
was conducted to bring
opposed stakeholders
closer together.

In two years, the regional
economic development
initiative allowed

for drastic changes
among the network

of stakeholders:

the strongest opponents
of the mine in 2009
became the strongest
supporters, and their
influence helped raise
the overall social license
level. Collaborative ties
between mining villages
and other organizations
significantly increased,
thus reducing
sociopolitical risk.

The social capital
generated through the
regional development
plan fostered higher social
license for future common
projects: an occupation of
the mine in 2011, far from
entailing a withdrawal of

the social license, brought
to the forefront the desire
for improved equality

in access to health care
among the community,
facilitating a collaborative
initiative to obtain
aregional hospital,
eventually constructed

in 2018.

The San Cristobal case

is interesting to analyze
as the mining sector is

a precursor in terms

of SLO and shares
similarities with the
infrastructure sector.

In 2015, a study
conducted interviews
with industry
representatives from the
energy sector (wind,
carbon dioxide capture
and storage, and
geothermal) to provide

a comparison of views
on the understanding
and application of SLO

in these industries; the
findings identified shared
expectations of increasing
stakeholder engagement
in energy project
development, and a view
that a SLO could guide
this engagement.®

2022

The San Cristobal network
of stakeholders in 2009

Source: R. Boutilier

The San Cristobal network
of stakeholders in 2011

Source: R. Boutilier
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Level of social license granted

psychological identification

high approval

low approval

high acceptance/tolerance

low acceptance/tolerance
withheld/withdrawn

Collaborative relationship
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STAKEHOLDER MAPPING,

ENGAGEMENT AND

EMPOWERMENT: BUILDING

A PRAGMATIC ROADMAP FOR SLO

Key takeaways

— Mapping stakeholders’
interests in a dynamic

way is the building block

of social licensing, as it enables
us to get a comprehensive

and granular vision of

tensions and opportunities

and stay-up-to date

with stakeholders’ evolving
expectations.

— A stakeholder engagement
strategy should start from

the very early stage of project
planning when there is

a larger scope for successfully
influencing options and
implementing changes
responsive to communities’
needs.

— Effective community
participation should be a prime
concern for infrastructure
project holders and requires
encouraging both formal

and informal processes

all along the infrastructure
lifecycle.

— According to the specific
survey conducted for the
purpose of this report,

from citizens’ standpoint,
the three most impactful
measures to build SLO are
(1) upstream consultation,
(2) the participation of local
residents’ associations, and
(3) giving back part of the
profits to local associations.

— Maintaining a positive

SLO - very fragile by design

- can be enhanced by

digital technologies, including
the most cutting-edge

(digital twins, etc.).

The necessity to map
infrastructure stakeholders

“KNOW YOUR STAKEHOLDERS” (KYS)

The very nature of infrastructure projects
fosters multiple opinions and diverging
perceptions of stakeholders: different stake-
holders could perceive the infrastructure
project as having negative impacts.
Mapping stakeholders’ interests is thus a cru-
cial first step to get a more granular
understanding of the different opinions.

Although stakeholder mapping is about
visualizing stakeholders and understanding
what they expect from a project, it must be
conducted with a dynamic approach.
Managers must know about entities in their
environment that hold power, have the
possibility to impose their will upon
the firm® or the capacity to facilitate
future developments. Figure 10 presents a
method for classifying stakeholders accord-
ing to their interests, history and influence,
which can help infrastructure project man-
agers identify how they should engage with
the ecosystem, where the primary focus of
attention should be on what preemptive
actions must be implemented.

18 Mitchell, R. K., Agle, B.R., &
Wood, D. J, “Toward a theory of
stakeholder identification and
salience: Defining the principle
of who and what really counts”,
Academy of management
review, 1997, 22(4), 853-886.
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Mapping expectations, a critical starting point

Source: IFOP, with Altermind

The degree of support varies depending on the
infrastructure project: this calls for a granular and
dynamic mapping of stakeholders and their
perceptions beforehand.

- Initial support significantly varies between residents
(i.e. people directly impacted by worksites: for
instance residents or shopkeepers in a street where
the tramway will go by) and non-residents (i.e.
people indirectly impacted: for instance people
living in another neighborhood but who will be
impacted by expected traffic jams, decreased
number of parking spots due to worksites).

Answers the question:

How would you feel about the tramway project if you were a resident that will benefit from the tramway (but
will suffer directly from the disturbances du to worksites) and if you were a non-resident who will also benefit from

- Also, initial support varies significantly depending
on whether the project generates direct

disturbances and/or future benefits on everyday life:

the survey shows there is stronger support from
non-residents for the tramway case

(probably because they will be marginally impacted
by worksites and will benefit from the service
afterwards) than for the heating network

(probably because they will not benefit from the
service afterwards).

- Infrastructures has a long lifetime and perceptions
of a project can evolve over time depending on

the tramway and will be only indirectly impacted by worksites?

Tramway case
2% %%  40% | Non-resident
29% 31% 17% Resident
I 23% 24% 37% Non-resident
29% 26% 18% Resident
17% 28% 44% Non-resident
22% 35% 24% Resident
22% 31% 31% Non-resident
26% 31% 14% Resident
E 23% 28% 35% Non-resident
28% 31% 14% Resident
Answers the question:

How would you feel about the heating network project if you were a resident that will benefit from the HN

(but will suffer directly from the disturbances due to the worksites) and if you were a non-resident who won't
benefit from the HN and will be only indirectly impacted by worksites?

Heating network case

33% 25% 20% Non-resident

28% 33% 19% Resident
33% 25% 17% Non-resident

34% 28% 12% Resident
31% A 17% Non-resident

25% 35% 22% Resident
36% 23% 16% Non-resident

29% 34% 17% Resident
31% 21% 18% Non-resident

28% 29% 15% Resident
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various factors: the survey shows that delays or
malfunctions can significantly decrease public
support (see below).

| Strong support for the project

I Ssupport for the project

I indifferent towards the project
Reject the project

I strong support for the project

I support for the project

I indifferent towards the project
Reject the project
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A well-designed mapping strategy should
also be construed as an effort to map
"known-unknowns” in a risk and opportunity
assessment perspective. For instance, be-
yond direct stakeholders, a project might
also attract nationwide attention when
non-stakeholders, or potential stakeholders,
intervene in the public debate. As such,
mapping non-stakeholders should be seen
as a reminder that any group, formal or not,
can become a stakeholder.

INCLUSIVE MAPPING FOR INCLUSIVE
INFRASTRUCTURE

Traditional stakeholder mapping and
engagement will tend to identify the stake-
holders with the most influence on the

implementation of an infrastructure
project, or those who are most impacted
by it. This approach may, however, overlook
persons, groups, communities or organiza-
tions that are at risk of being under-served or
excluded during the development and im-
plementation of the project.

Approaching stakeholder mapping with
inclusivity in mind increases the credibil-
ity of the project developers and/or
owners. Indeed, stakeholders who are
the most vulnerable and at risk of not
being given an opportunity to share their
expectations and opinions should be
given special attention throughout the
stakeholder engagement process.

Stakeholder attributes for major
infrastructure projects 9

Source: Mitchell, R. K., Agle, B. R., & Wood, D. J. (1997)

POWER

Dominant
stakeholder

Dormant
stakeholder

Definitive
stakeholder

Dangerous
stakeholder

URGENCY

9Mitchell, R. K., Agle, B.R., &
Wood, D. J, “Toward a theory of
stakeholder identification and
salience: Defining the principle

Demanding stakeholder

LEGITIMACY Dormant stakeholders
- Power to impose their will

Discretionary stakeholders

- No pressure to engage in a relationship

Discretionary
stakeholder

Demanding stakeholders

- Exist where the sole stakeholder relationship attribute is urgency
- Have usually urgent claims but neither legitimacy or power

Dominant stakeholders

- Powerful and legitimate
- Form a dominant coalition with influence in the relationship

Dependent
stakeholder

Dependent stakeholders
- Are advocated through the values of others

Non-stakeholder
Dangerous stakeholders

- Use of coercive power often accompanies illegitimate status

Definitive stakeholders

- Possess all three attributes

Non-stakeholders

- Possess none of the attributes

NB: power can be defined as access to the means of influencing another entity's behavior, including the firm (in a coercive,
utilitarian or normative way); legitimacy is based on a stakeholder-manager relationship as an entitlement to claim something;
urgency is a perception of the seriousness of a claim depending on the timeframe. In brief, power gains authority through

of who and what really counts”, legitimacy, and it gains exercise through urgency. Legitimacy gains rights through power and voice through urgency. In
Academy of management combination with legitimacy, urgency promotes access to decision-making channels, and in combination with power, it
review, 1997, 22(4), 853-886 encourages one-sided stakeholder action.

oy

Chooa

- Power remains unused when there is no legitimate relationship or an urgent claim

- Process legitimacy, but have no power to influence and urgent claim

- Have urgent and legitimate claims but depend on others to carry them out

- Possess urgency and power but no legitimacy and maybe coercive or dangerous

- Has a direct concern with the project and can be a "game-changer"

Although stakeholders
often have conflicting
interests, opportunities
for partnerships can arise
and be a game-changer
during an infrastructure
project.

“At SNCF, we have

the ambition to gain the
approval and collaboration
of all stakeholders, including
initial opponents. As part

of our SLO approach,

we consider officials — and
especially mayors — as key
relays for us to gain and
maintain stakeholder
engagement and help us
align a maximum of
interests. When the pressure
from local communities

is too high, we also try

to multiply the relays at

a regional level. At the
national level, we have
created a national committee
that brings together several
types of stakeholders
(officials, user
representatives, NGOs,
experts, economists, etc.)

to get a deeper
understanding of their
expectations and discuss
long-term strategy in a
collaborative way.”

“For companies,

a key issue is identifying
how to better manage
industrial partnerships
to get the best solutions
for civil stakeholders.”
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CASE STUDY 2

Telefonica: connectivity for better inclusivity

As a committed Telco operator
deploying digital networks, Telefonica
has established its own digital
inclusion goals and has therefore
been recognized as a world leader

of digital inclusion by the World
Benchmarking Alliance.

In 2019, the company created
“Internet Para Todos” (IPT), which
aims at connecting remote Peruvian
villages to the Internet. The project
has already connected more than
2.5 million Peruvians, representing
more than 13,700 communities.

By connecting remote areas to 4G,
Telefénica helps bridge the digital

divide, which is substantial in the
country: IPT enables Peruvians to
access services they were previously
excluded from (telemedicine, online
entertainment, etc.).

The inclusive ambition of Telefénica
goes beyond the deployment

of digital infrastructures in remote
areas. In Peru, the firm not

only provides physical means to
access education, but also makes
available educational content for
youth. “ProFuturo” is an innovative
solution providing teachers with
high-quality educational material
on an online platform.

“Our social license approach
is project specific.

We do not have a systematic
process for stakeholder
engagement but we make

a thorough analysis
upstream to deliver

a tailor-made operational
plan downstream and
involve the whole local
ecosystem. At every step,

we make sure we understand
local communities’
expectations, the way people
work, the way they live...
We then talk to local
stakeholders to present

and explain the benefits

of our solutions.

Only after all this
preliminary work we start
to deploy our solutions.”

Jose Maria Bolufer Francia,
Head of Sustainable
Innovation at Telefonica

The need for a systematic
and efficient stakeholders
mapping process

A FOUR-STAGE APPROACH
TO STAKEHOLDER ANALYSIS

The following four-stage structure gives a con-
crete proposal for mapping preparation®@?:

— Participation analysis: an overview of the
stakeholders and their interests, and implica-
tions for the project planning;

— Problem analysis: identification of poten-
tial needs for each category of stakeholders;
— Objective analysis: restating the chal-
lenges into realistically achievable goals with
clear defined outcomes;

— Alternative analysis: identification of ob-
jectives and assessment of alternatives ac-
cording to resources, political feasibility,
cost-benefit, social impacts, time horizon, etc.

STAY UP TO DATE
WITH STAKEHOLDERS' INTERESTS

Stakeholder mapping should happen at the
beginning of the project and be constantly
enriched and adapted. Comparing the ex-
pected positioning of stakeholders and their
current position will then foster a critical dis-
cussion of what went well or wrong, as well
as how to redress or improve performance.

“Social learning” - a process through
which companies accumulate social in-
telligence about their stakeholders -
constitutes a very agile approach that allows
stakeholder engagement to be more effi-
cient, in that not every stakeholder requires
the same type of engagement and dis-
course.

OPTIMIZE DATA COLLECTION
WITH DIGITAL TECHNOLOGIES

Digitalization is a growing opportunity for
stakeholder mapping to be more precise,
and for a more refined understanding of lo-
cal specifics. New technologies allow for op-
timized data collection (with artificial intelli-
gence or online surveys) of different
stakeholders’ needs, which in turn enables
the evaluation and inclusion of their chang-
ing needs and perceptions at the earliest
stage of the project design.

0 E Ochieng, A. Price,

D. Moore, "Major Infrastructure
Projects: Planning for Delivery,
Palgrave”, 2017
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“Stakeholder mapping
needs to be conducted

as early as possible

as interests and hierarchies
between stakeholders

are different depending

on the project,

influencing the government
approach.”

“Consideration paid

to stakeholders differs
depending on the timing.
In the case of companies
having delegations

from local authorities,
the first step is to identify
the concerns of local
authorities, which
mainly focus on ‘visible’
issues, before addressing
users’ basic expectations.”
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CASE STUDY 3

ALiS: building on the inclusive nature of highways

Highways are, by nature, inclusive
infrastructure evolving in a large
ecosystem. They contribute to the
reduction of the geographical
exclusion of populations, especially
in rural areas. By opening up
territories and including multiple
actors, highway concessions

have an increasing role to play

in this dynamic of integration

and partnerships between the
infrastructure and its ecosystem.
ALiS is a concessionaire with

82 employees based in the Eure
and Orne departments,

covers 125km of highway

and fully assumes its local role.

Besides participating in several
initiatives for local development,
ALiS has proactively supported

the public authorities in their action to
ban HGV transit through

the municipalities. To accompany
this ban and to encourage customers
to use the highway, ALiS has
proposed a discount of 13%
(maximum discount allowed

by the European Directive)

on the toll rate to vehicles
class 3 and 4 (lorries) carrying
out at least three journeys

in the same calendar month.

By supporting the local
authority’s initiative, drastically
reducing HGV traffic

in surrounding communities,
ALiS has gained in legibility as
a key local player.

“Social benefits and better
inclusion of the public can be
directly observed on the
ground. We hear positive
feedback from local players
& beneficiaries, and main-
tain close relationships with
local representatives who are
more and more willing to
work with us”.

Antoine Treboz,
Executive Director of ALiS

SOCIAL LICENSE TO OPERATE; SOCIAL LICENSE TO INVEST
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CASE STUDY 4

ENGIE: a digital approach to stakeholder mapping

ENGIE's experience has shown that
the key ingredients for the success
of an infrastructure project are not
only technical solutions, but also
political will and local buy-in.
Therefore, dialogue and consultation
are essential. ENGIE has internally
developed the Stakeholder Suite,

a digital platform to develop and
support our social license to operate
and ensure that our stakeholders
view ENGIE as a partner.

It includes:

- A dynamic map showing stakeholders
and the links between them;

- An Al-based text analysis to identify
and categorize stakeholder concerns;

- A list of the means (press, social
networks, etc.) available to ENGIE
to engage its stakeholders;

- An analysis of the project with regard
to the United Nations Sustainable
Development Goals;

- A dashboard to support and manage
Group Advocacy; schematic
visualization of local policies

and the contribution of our project;

- A module for calculating our financial
and reputational exposure.

A stakeholder empowerment scale: finding the right

level of participation

Sources: Global Infrastructure Hub, 2019, J-Y. Rau et al.,, Terrigenous Mass Movements, 2012
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Use engagement to reach better
decisions and build stronger
partnerships

INVOLVE STAKEHOLDERS WITH
PRAGMATISM

A robust stakeholder engagement and
communication plan requires a pragmatic
approach to secure the right level of par-
ticipation and decision-making power for
external stakeholders, with the final goal of
“reaching better decisions”:

- Guarantee adequate understanding
of the infrastructure’s stakes and
specificities: the information phase
does not actually provide the opportunity
for public participation, but rather pro-
vides the public with the information they
need to understand the firm's deci-
sion-making process;

Ensure stakeholders’ opinions are con-
sidered: consulting the public provides a
simple opportunity for its participation as
publicinput is received and feedback is
provided to inform how it influenced
the final decision;
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- Cooperate with stakeholders: the pub-
lic is directly involved in the decision
process, usually from the beginning, and
is provided multiple opportunities for in-
put as decision-making progresses;

- Collaborate - sometimes delegate -
with stakeholders to directly engage
them in decision-making and share
responsibility for the success/failure of
the project.

The lack of consensus between stakehold-
ers can have a negative impact on the
project and the future of their relation-
ships. Stakeholder engagement must be
well-targeted, carefully planned up-
stream according to the type of infrastruc-
ture, and tailored to the process with the
right level of empowerment. Any empow-
erment method should be considered as
a step towards alignment of interests
between project owners and stakeholders.
However, the final decision should
always remain in the hands of project
holders.




MAKE PUBLIC PARTICIPATION EFFECTIVE

Effective community (and sometimes
society)® participation should be a prime
concern for infrastructure project holders.

The public’s demand for more involvement
from the planning stage to operation can
enable project holders to gain a better un-
derstanding of the community’s needs and
aspirations, to diversify their perspectives on
decision-making, to identify roadblocks, and
even to create a greater sense of community
ownership.

- International conventions have long estab-
lished the principle of public participation in
infrastructure projects, allowing signatory
States sufficient flexibility to define their own
implementation terms. A citizen’s right to
participate in decision-making for envi-
ronmental matters has been legally
recognized in the UN-initiated Aarhus
Convention (1998). As a result, several
countries such as Germany, Poland, and
Spain have formally involved the public in
the infrastructure pre-planning phase by
allowing citizens to comment on the drafts
of pluriannual infrastructure planning laws.

- However, a high level of local community
engagement throughout various stages of
the project’s design process do not guaran-
tee the comprehensible participation and
empowerment of the public. It is therefore
essential to encourage stakeholder en-
gagement in both formal and informal
processes along the entire infrastructure
lifecycle. This is particularly significant re-
garding upstream engagement during the
planning phase where informal “communi-
cation” can take two forms:

- One-way communication channel with
no reciprocity: email updates, informative
websites, press releases, public meetings or
hearings, advisory committees, ads and
newsletters;

- Two-way communication channel
requiring concrete interactions: brain-
storming sessions, open meetings, inter-
views, door-to-door, citizens' assemblies,
online collaborative monitoring platforms,
workshops, formal/informal chats.

Importance of involving residents in
the realization of an infrastructure project

Source: Altermind, with Robert Boutilier, inspired from Boutilier, Thomson (2011), Luke (2017), and Lesser (2020)

Involving residents upstream is perceived as “essential” - the highest possible response - for a large
proportion of respondents to the survey, especially in Germany but less in Sweden and Spain

Answers “essential” to the question: “in general, how important you think it is that local residents

are involved in the design of an infrastructure project?”

37% 52%

34% 40%

x| o o=

| 100%

Answers “essential” to the question: “in general, how important you think it is that local residents
are involved in the construction of an infrastructure project?”

35%

o 43%
32% 39%

57%

0% | [Eééﬁ é

| 100%

Answers “essential” to the question: “in general, how important you think it is that local residents
are involved in the operation of an infrastructure project?”

37% 43%
27% 42%  49%
0% |

I 100%

| I-E
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#ISociety refers to a system or
network of relationships that
exists among individuals in a
large territorial scale whereas
community refers to a group of

individual living within a
definite locality with some
degree of we-feeling.
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Traditional and innovative mechanisms for public participation

Source: Altermind

Planning

Build upstream engagement

Operation

Maintain downstream engagement

Specific issues
«Involve the public from the definition of the needs phase

« Anticipate potential opposition

« Effectively consider stakeholders' inputs in project implementation decisions

Specific issues
«Ensure regular accountability to the public despite the lack
of legally requested participatory processes

- Adapt to the changes in stakeholders' perimeter and to their
changing perceptions

Traditional mechanisms
«Public debate
«Public inquiry

Traditional mechanisms
- Grievance procedures
«Monitoring and information committees

«Public consultation on the disposal of assets

Innovative mechanisms
«Citizens' assemblies

«Informal dialogic processes: workshops, open meetings,
interviews, etc.

Innovative mechanisms

«Informal dialogic processes: workshops, open meetings,
interviews, etc.

«Online collaborative monitoring platforms (e.g. FixMyStreet)

Toronto’s Quayside and Vienna's Aspern
Lakeside projects are opposite examples
highlighting the critical importance of
enabling continuous public participation
in tech-intensive infrastructure projects,
notably smart cities. On the one hand, com-
pletion of the future “smart city” in Vienna is
scheduled for 2028; the project is being car-
ried out according to the expected sched-
ule, with increasing support and involve-
ment of the public (drafting of the Master
Plan, guidance sessions in so-called “City
Labs”, etc.). On the other hand, the smart city
project conducted by Alphabet’s subsidiary
Sidewalk Labs in Toronto in 2017 was aban-
doned in May 2020, partly due to lack of
consideration of stakeholders concerned
with data privacy and lack of tailored infor-
mal processes allowing for accountability to
the community.
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Guidelines on creating a robust
social license roadmap

ENGAGE THE RIGHT STAKEHOLDERS,
AT THE RIGHT TIME, AND WITH
THERIGHT TOOLS

Securing a long-lasting Social License to
Operate requires both a long-term and
flexible approach that matches changing
societal expectations and the lifecycle of the
infrastructure. As various issues will emerge
at each stage of the infrastructure project,
public participation must continue
throughout the project’s lifecycle, offering
opportunities for operators to adjust project
specifics and to receive feedback for future
designs.

In addition, stakeholder engagement
processes need to be agile as they must
identify what is feasible within a shorter
timeline: it is important not to accumulate
upfront processes and then ignore stake-
holder engagement in the following phases.
Assessing who to address, when, and how, is
a priority.
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The winning ticket: consult,
associate and give back

Source: IFOP, with Altermind

- The three most impactful measures for the public to build SLO are upstream
consultation, the participation of local residents, and the donation of a share of the
profits to local associations. Regardless of the infrastructure (heating network or tramway),
upstream consultation is the most impactful proposal in all countries as it provides
communities with the possibility to make proposals on the design and to give their opinion
throughout the project via a dedicated website. The sharing of benefits with local
associations also has a significant positive impact, particularly in France and Spain.

Tramway case

Answers “Yes, absolutely” and “Yes, fairly” to 7 options proposed for the question “As a
resident of the street directly impacted by the disturbances of a tramway building (work-
site, difficulty to park on your street, noise, etc.), would you be more supportive of the

project if...?"

TOP-3 ENGAGEMENT MEASURES PER COUNTRY

a

1. Consultation
2. Donation of a share of the profits
3. Opinion on website

COMMENTS

Consultation and donation of a share of profits to local
associations are very engaging. For donation, it is the
highest rate all countries considered (70 %)

we Too -

0%
|
! 50% 65% 70%
47% 53% 67% 73%
People expect to be associated to the project's design
! and implementation through formal processes:

1. Consultation

2. Suggestions on the design

3. Association of residents' committee
to project management

consultation is particularly high in Germany

wlso .

0%
|
! 52%  58% 73%
48% 56% 65%
Project owners can gain engagement
by enabling people to invest financially in the project
= (63%) in return for benefits (low fares)

1. Consultation

2. Suggestions on the design

3. Association of residents' committee
to project management

o B -

0%
I
48% 59% 64%
63% 69%
Consultation is key. The donation
of a share profits to local associations
I is perceived positively

1. Consultation

2. Suggestions on the design

3. Donation of a share of the profits
0%

|

1. Consultation

2. Opinion on a website

3. Association of residents' committee
to project management

0%
|

Doy

48% 57% 63%
49% 62% 67%

Engaging residents is harder in Sweden. Still,
consultation and association of a residents' committee
remain the most efficient levers

i

48% 51%
50%52%
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Heating network case

Answers “Yes, absolutely” and “Yes, fairly” to 7 options proposed for the question
“As a resident of the street directly impacted by the disturbances of a heating network
building (worksite, difficulty to park on your street, noise, etc.), would you be more

supportive of the project if...?"

TOP-3 ENGAGEMENT MEASURES PER COUNTRY

=

1. Consultation
2. Donation of a share of the profits
3. Opinion on website

COMMENTS

Results are consistent with the tramway case:
top 3 levers are the same

@0 ofop -

Answers “Yes, absolutely” and “Yes, fairly”: if all the previous
elements were put in place (consultation, opportunity to make
suggestions, to give your opinion on a dedicated website, a local
residents' association was closely involved in the management
of the project to be involved in a monitoring committee for the
realization and operation of the project, to participate in
financing, donation of a share of the profits to associations),
would you be more supportive of the project?

- Putting several measures in place to build SLO significantly
increases support for infrastructure projects. The trend is
stronger regarding a heating network project vs. for a tramway
project:

0%
I
59% 64% 72% 77%
o 9 9
63% 5% 82% Tramway case
0% 72% 100%
o o 9
Consultation is very high, as in the tramway case. | 62%69% 79% |
Nevertheless, investing financially is seen as engaging ! [E g ﬁ !
= for a HN, and not for a tramway.
1. Consultation
2. Possibility to invest financially in the project
3. Possibility to make suggestions on the design
4. Association of residents' committee H
s Heating network case
0% ’ Q 100% 0% 72%76%  86% 100%
I I I 74%  82% I
66% 4% Iﬁ ﬁ é ﬁ
65% 69% 82%
= Results are consistent with the tramway, Project owners
can gain engagement by enabling people to invest
1. Consultation financially in the project (75 %)
2. Possibility to invest financially

3. Association of residents' committee
to project management
4. Reverse of benefits

sy -

0%
I
59% 65% 75%
55% 64% 73%
I] Results are very consistent with the tramway:

1. Consultation

2. Donation of a share of the profits

3. Association of residents' committee
to project management

consultation is key

fowo -

0%
|
55% 61% 69% 75%
58% 67% 70%
Results are very consistent with the tramway but

1. Consultation
2. Donation of a share of the profits
3. Opinion on a website

0%

consultation is in the HN case very effective (70 %)

42%

oo -

58% 61% 70%
54%  60%62%

You had been consulted beforehand on whether or not to accept the project

@ Alocal residents' association was closely involved in the management of the project
@ The project holder undertook to donate a share of the profits from the project to local associations

You were personally involved in a monitoring committee for the realization and operation of the tramway

@ You had the opportunity to give your opinion on a dedicated website throughout the project

@ You had the opportunity to make suggestions on its design

You had the opportunity to invest in the project yourself for a modest amount in return for certain benefits
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INFORM STAKEHOLDERS EVERY STEP OF
THE WAY

The best-in-class stakeholder management
processes put information at the heart of
every engagement roadmap. Transparency
and accuracy are critical as they enable
project holders to gain trust and legitimacy
for longer-term engagement by allowing
anyone to scrutinize the effectiveness,
efficiency, and sustainability of a project.

Informing stakeholders of the benéfits,
costs, and future impact of a project should
be a regular effort and not a one-off activity
as putting emphasis on benefits has a very
strong impact on bringing support to the
project.

Inform stakeholders:
easy and effective

Source: IFOP, with Altermind

- Putting emphasis on benefits has a very strong impact on bringing support to the
project.

Answers “Yes, absolutely” and “Yes, fairly”: the project holder presents you a report showing
the benefits of the project. For each of the benefits presented below, indicate whether it is
likely to make you more supportive of the project.

Tramway case
Benefits: positive long-term environmental effects
(air pollution in the city reduced by half after 20 years, better air quality)

0% 74% 79% 84% 100%
| 78%80% |

| T

Benefits: socio-economic benefits generated by the tramway line
in the first few years of operation (greater appeal for tourists, jobs created

0% 75% 100%
| 68% 749 81% |

| 2 E——

Benefits: improvements to travel once the tramway line is in service
(time saving, reduced traffic congestion)

0% 81 100%

%84%
| 77% 83%86%

I é [%& I

Heating network case

Benefits: long-term positive environmental benefits (the city's carbon footprint is expected to be
significantly reduced after 20 years as biomass replaces gas)

0% 78%83% 100%
| 77%82%  89% |

| e

Benefits: socio-economic benefits generated by the implementation of the heating network (creation
of local jobs that cannot be relocated)

0% 74% 86% 100%
| 75% 83% 89% |

| b

Benefits: electricity prices will remain fixed for two years before declining slightly each year

0% 86% 100%
| 78% 85% 90% |

| Y

2022

CASE STUDY 5

TotalEnergie's BioBéarn
station: a case for communication
with stakeholders

The Biobéarn project was acquired

by TotalEnergies in 2021 and aims

to produce 11 million cubic meters of
biogas, of which 6.5 million can be
used as methane injected into the gas
network (corresponding to over

as it avoids 13,150 tons of CO,
into the atmosphere every year.
In response to some discontent
from local stakeholders,
TotalEnergies made great efforts
to communicate about these

69,000 MWh per year). The project has  benefits in order to gain the approval

many positive impacts on the region

“The construction of
heating networks using

biomass was an opportunity

for ENGIE to inform
project stakeholders about
the use of this renewable
energy and the benefits

it generates. We are also
making sure people
understand the ins

and outs of each project.
We have an interest to
share, explain, and discuss
impact assessments

with stakeholders and

use a lot of pedagogy.”
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of the communities.

Answers to the question:
which element would
you pay most attention

to in an infrastructure
project (e.g. highway,
tramway line, solar power
plant, hospital, telecom
network, waste treatment
center, etc.)?

In all countries except
the United States, the
environmental impact
of aninfrastructure
project is judged to be
the most important,
followed by the
economic impact and
the social impact.

The responses are very
homogeneous between
European countries, but
we note a relatively
stronger interest in the
social impactin
Germany and Spain.

I is environmental impact

Its economic impact
Its social impact
None of these impacts

N%

37% 0

“With the “BioBéarn”
biogas station, we transform
agricultural and food
industry waste into biogas
to provide a large quantity
of renewable energy to

the Lacq region. However,
the project was met with
discontent from many local
residents who called out

the negative externalities

of the project (i.e. noise, road
traffic, odors). We had to
“de-dramatize” the project;
for example, we organized
visits to the methanization
units and explained

their operation so that

the participants perfectly
understood that there

were no environmental
impacts, and as a result
tensions disappeared.
There is a real educational
effort required to realize
because we wish to develop
our projects around
acceptability.”

Olivier Guerrini,
VP Biogas Business Unit
at TotalEnergies

28%

29%

43%

; A% 29%

43 %

27%
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DESIGN ANTICIPATION PLANS

As a positive SLO is very fragile by design,
maintaining a positive SLO should be con-
strued as “a strategy for controlling costs“®?.
To avoid unexpected withdrawals of their
social license at any stage of an asset life-
cycle, infrastructure managers can build
consistent  anticipation plans  detailing
proactive initiatives and reactive actions to
be conducted against potential attacks at
their legitimacy (Figure 13).

[t involves:

- Being mindful of SLO risk accelerators:
from a project managing company perspec-
tive, there are several characteristics favoring
the occurrence of damaging events, includ-
ing aspects unrelated to the project (size of
the company, public exposure, even actions
to engage stakeholders);

- Minimizing the probability of occur-
rence of SLO risks: definition of internal
norms, regular liaison with stakeholder
policy (appointment of corporate am-
bassadors, preparation of facts-based
repository, involvement of the manage-
ment level), etc.;

- Transforming risks of losing SLO into op-
portunities to strengthen it: for instance,
the role of local stakeholders in infrastructure
projects has recently been facilitated by so-
cial media and communications, allowing
every project holder and interest groups to
have a far greater reach but exposing them
to waves of “bad buzzes”. As a result, social
media must now be a core component of
every public engagement and stakeholder
relations strategy, and it can also be a useful
tool for infrastructure owners to monitor op-
erational issues (problems, delays, or other
sources of stakeholder dissatisfaction) and
therefore enable a quick response.

Managing SLO attacks

Source: Altermind, R. Durand

SLO risks accelerators

(public failing stakeholders' expectations)

Event %

|
—5

Spreading the news

Other impact
beyond reputation

®

Rebuilding SLO

Action plan

@2Robert Boutilier,
“Impact assessment and
project appraisal”, 2014.
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“In general, managers see
size, communication, and
reputation as advantages.
They tend to overlook that
in infrastructure projects,
the bigger you are, the more
communication you do, and
the more established your
reputation is, the greater
the risk is that opposition
or a bone of contention will
spiral out of control. Size,
image, and reputation oblige
you to engage in SLO.”
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Anticipating the risks

Source: IFOP, with Altermind

The occurrence of hazards - whether in the construction or operation phase - is likely to
generate questions from the public. It is mainly the hazards during the construction phase that
have a negative impact. In Sweden and Spain, the trend is very strong.

Tramway case
Answers "Yes, absolutely” and "Yes, fairly"

"Would a delay estimated to be at least one year (on a 3-year time frame) in the tramway construction
reduce your support?"

0% 61% 66% 100%
| 58%  65% 70%

. .%é* |

"Would technical faults in the first few months after the tramway was put into service reduce your support ?"

0% 58% 63% 100%
55% 61%

I g%‘ﬁ |

Heating network case

Answers "Yes, absolutely" and "Yes, fairly"

"Would a delay estimated to be at least one year (on a 3-year time frame) in the heating network reduce your support ?"

0% 59%  68% 100%
| 57% 63%

| LT |

"Would technical faults in the first few months after the heating network was put into service reduce your support?"

0% 559% 100%

549% 58%

| @gzg




CASE STUDY 6

Red Eléctrica de Espana (REE): an innovative
“Stakeholder Management Model”

“As both a global and local actor in
Spain, REE is faced with social issues
daily that encourage the firm to have
a positive impact by making its
infrastructures more inclusive and
contributing to the common good.
As a result, “REE devotes a specific
budget to the management of social
issues in each project: 2-3% of the
project’s budget is reserved for
increasing local presence through
social measures” Roberto Garcia,
CEO of REE.

A standardized model to identify
and manage stakeholders

Red Eléctrica has developed its own
“Stakeholder Management Model”,
a standardized method to identify

FIGURE 14:

and normalize its relationships

with stakeholders. This model
encompasses multiple phases:
-Identify stakeholders by analyzing
interrelationships between the
activities of the company and

the socio-economic environment;
-Prioritize stakeholders according

to their influence on the achievement
of the firm’s objectives and to the
firm’s influence on the stakeholders;
-Design a relationship framework to
categorize the type of relationship
with each stakeholder group.

The model is constantly redefined,
challenged, and improved as
feedback is received on the effects
and levels of satisfaction observed
in the field.

Relying on cutting-edge technologies
to maximize social impact

The standardization of the stakeholder
management model helps Red
Eléctrica to reduce territorial
inequalities. In addition, REE leverages
cutting-edge technologies: for
instance, in collaboration with the

REE's stakeholder management model

L
(DA

Source: Altermind, R. Durand

Inventory Relationship
of stakeholder framework

Identification

Mapping

Prioritization

Relationship
framework

Commitments

Spanish telecommunications operator
Hispasat and Elewit, Red Eléctrica
created innovative satellite
connectivity bubbles. These bubbles
embody a technology-driven way

to enhance social engagement

as they contribute to bridging the
digital divide in Spain by ensuring
connectivity in every region.

By placing the bubbles on high-
voltage towers, REE helps extend
cellular and broadband coverage

in rural and remote environments.
This technology ensures access to

a wide variety of solutions in isolated
areas (e.g. high-speed broadband and
the digitalization of universal rights
including education and healthcare)
and facilitates the development of
sectors such as agri-food and forestry.

“| see the telecom sector as an
enormous tool to facilitate contact
with local players and as a means
to provide basic services without
leaving anyone behind.”

Roberto Garcia, CEO of REE

Dialogue Assessment Improvement

Satisfaction level
Perception
of performance
Requirements
and expectations

USE CUTTING-EDGE TECHNOLOGIES TO
BUILD INCLUSIVE INFRASTRUCTURE

Digital technologies can be used to build
more inclusive infrastructure by maximizing
the benefits of infrastructure assets through
the provision of new services.

From a project management perspective,
industry 4.0 technologies can also help
define and monitor the parameters for
project management and strengthen
projects by ensuring collaboration between
grantors and contractors at the early stages
of a project. As an example, the use of a
digital twin of the infrastructure (i.e. a digital
model of a real-life infrastructure) can be
used to inform stakeholders of the design
and delivery process, and collects their feed-
back as they interact with the virtual model.

Some urban planning projects in the
Netherlands have shown virtual reality (VR)
can favor a better understanding of projects
from all stakeholders interviewed (residents,

29RA. Cranmer &al., “Worth a
thousand words: Presenting
wind turbines in virtual reality
reveals new opportunities for
social acceptance and
visualization research’, Energy
research & Social Science
(volume 67), September 2020.
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contracting public authority), leading to few-
er objections and more substantive discus-
sions due to enhanced access to high-quali-
ty information and ability to influence the
design of the asset®.

In a more prospective way, the advent
of a new wave of technologies and
computing provides new options to
improve the time efficiency and effec-
tive inclusivity of stakeholder engage-
ment processes in the planning and
design stages of infrastructure assets.
Although still at an early stage, the
metaverse technology seems promising,
in order to create connected and
collaborative environments for carrying
out various experiments, collaborative
meetings, and presentations to clients.

“There are three types

of digital tools to leverage
in infrastructure
management to involve

a maximum of stakeholders:

- Reactive tools, which
have been used by SNCF

to set up social media crises
rooms (10-20 full-time
employees) in order to
inform the public and try
to avoid unmanageable
movements on social media;

- Public inquiries,
which now involve
interactive internet
websites, allowing users
to comment and react;

- Digital marketing,
which are used to
understand the use

of transportation
infrastructure, subject
to privacy rules.”

Still, “you do not manage
a crowd just with data and
Al, especially as there

is a whole population out
of the digitalized world
which may not be reached.
As a result, a balance needs
to be found between using
data and organizing local
grassroot processes,

in order to cover all local
aspects and find the
relevant perimeter to act.”
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FROM SOCIAL LICENSE

TO OPERATE TO SOCIAL LICENSE
TO INVEST: THE RESPONSIBILITY
OF INFRASTRUCTURE INVESTORS
AND BANKS

Key takeaways

— The financing of
infrastructure assets can be
leveraged to create a social
license to invest (SLI): three
pillars must be combined
to make it happen.

— To strengthen SLI, the
regulatory framework has a
critical role to play by
increasing transparency across
all actors.

— The effective EU green
taxonomy, and the expected
social taxonomy, could be key
catalysts of this transition.

@9\auban IP, “Building
infrastructure portfolios for
long term,” November 2019
@5Two categories of
sustainable finance tools have
to be distinguished: (i) tools
through which investors gain
exposure to the variations of
activities/assets/enterprises
which are sustainable, without
effective contributions to
sustainable activities and (i)
tools through which capital is
effectively brought to the
sustainable economy. This
section focuses on the latter.
@nflows into sustainable
funds, for example, rose from
$5 billion in 2018 to more than
$50 billion in 2020—and then
to nearly $70 billion in 2021;
these funds gained $87 billion
of net new money in the first
quarter of 2022, followed by
$33 billion in the second
quarter.

?)British International
Investment, ESG Toolkit,
Investment cycle: Guidance on
integrating ESG considerations
into the investment cycle of a
private equity fund.

st pillar: long-term concerns

Compared to short-term investments relying
on capital gains and market conditions on
exit, long term is especially valuable in core
infrastructure investing®?:

- Infrastructure investors rely on
long-term resources and consider the
long-term risk factors: institutional
investors such as pension funds and insur-
ance companies invest in infrastructure (di-
rectly or indirectly) to mitigate the portfolio's
risk profile, providing multiple benefits.
Investors and asset managers involved in
infrastructure investment also consider the
long-term risk factors, given (i) the long in-
frastructure lifecycle and (i) the need for
stable returns over time and the preserva-
tion of value;

- Long-term investment is especially
valuable in infrastructure as it makes
it possible to align the interests
of all stakeholders - shareholders,
users, off-takers, regulators - and to build
strong and lasting partnerships, leads to
work on value creation more broadly and
allows ESG criteria to be incorporated into
investment analysis and asset management,
and makes it possible to invest in the devel-
opment of new infrastructures that are
becoming essential (digital, EV charging);

2"d pillar: responsible criteria

- Responsible investing is no longer a
niche®. As a strategy and practice that
incorporate ESG factors in investment de-
cisions and active ownership, its popularity
has grown substantially: for instance, inflows
into sustainable funds rose from USD 5 bil-
lion in 2018 to more USD 50 billion in 2020
and then to nearly USD 70 billion in 20219
The increasing focus on ESG favors the
delivery of essential services to communi-
ties in a sustainable way, making it a key
lever to gain and maintain the investment
community’s social license. As a result, to
strengthen their SLI, fund managers and
banks are today expected to follow robust
and pragmatic procedures throughout
the investment cycle to identify and analyze
ESG factors, determine their relevance to
each deal and ensure they are properly
addressed®@”:

- Informing investment decisions by un-
derstanding the important ESG factors,
potential related liabilities, costs and
influence on financial performance,
and potential opportunities for value
creation;

- Ensuring adequate systems are in place
to assess and monitor companies’ ESG
performance, to comply with the
applicable ESG requirements and to
manage associated investment risks;

- Forming the basis for ongoing
engagement with companies to discuss,
assess and manage ESG risks and
impacts, and to identify and capitalize
on opportunities;

2022

“Aligning interests of
investors and investees
on the long-term is what
society needs, making it
possible to reconcile the
tragedy of horizons —
long-term issues will
only be tackled through
long-term commitment
and investments.”

@3The Principles for Responsible
Investment define responsible
investment as “an approach to
investing that aims to incorporate
ESG factors into investment
decisions, to better manage risk
and generate sustainable,
long-term returns.” By embedding
ESG considerations into their
investment activities, signatories
therefore broaden the scope of
fiduciary duty as it used to be
construed. While at its creation in
20086, 63 investors signed the PRI
managing a total of USD 6.5 trillion,
by the end of 2021, this had grown
to 4,375 investors, representing
USD 121 trillion.
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The three pillars of a social license

to invest (SLI)

Source: Altermind

The involvement of various

stakeholders in infrastructure
financing is an opportunity
to reinforce SLO

Multi-stakeholder

- Demonstrating proper consideration and
management of relevant ESG factors to
relevant stakeholders, particularly limited
partners (LPs).

Investors are increasingly looking to
achieve financial returns while performing
in terms of extra-financial aspects, using
international standards and guidelines
such as the United Nations Principles for
Responsible Investment (UN PRI or PRI)@®.
Still, in recent years, the industry has been
questioned on green and social wash-
ing, and investors are now demanding
more valuable insights into whether com-
panies have moved the needle on ESG
principles.

Responsible investment is evolving from a
basic assessment of a company’s activities
(usually focused on managing risks and
screening out bad investments) to valuing an
investment’s actual effects and dependen-
cies in tackling the climate emergency, so-
cial inequality, etc. The focus on ESG crite-
ria leads investors and banks to pay
attention to SLO challenges as part of
their investment process.

Long-term

Long-term investment
strategies in infrastructure are
especially relevant to create
and maintain SLO

Responsible
Increased focus on ESG

favors the delivery
of essential services
to communities

in a sustainable way

3 pillar: a multi-stakeholder
approach

The financing of an infrastructure project in-
volves various stakeholders, which have
their own objectives and constraints but
must find an agreement to fund and carry
out the project. The objective is to align the
interests of these stakeholders and build on
their common interests. For instance, in the
negotiation of the project contracts, it is gen-
erally considered that public authorities and
lenders and financial investors have the
same interests, with respect to the robust-
ness of the contractual scheme and the in-
centives for the good performance of the
project.

Private funding by lenders and financial in-
vestors is a factor of success of infrastructure
projects, because private funders bring their
expertise (for the structuring but also for
asset management) and it reinforces
performance incentives for the SPV.

Lp
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“For several years,
Natixis CIB has
incorporated ESG risk
management in its financing
and investment policies.
As part of our ESG
approach, we not only
respect the “Equator
Principles”, a framework
mainly used in the
infrastructure and
industrial sectors as

a common baseline

for financial institutions
to identify, assess and
manage environmental
and social risks when
financing projects;

but we have also gone
further by building our own
internal tool — the “Green
Weighting Factor” (GWF)
— to steer our temperature
trajectory. The GWF
enables us to allocate
capital towards projects
and clients depending on
their environmental impact
while continuing to adapt
to the fast evolving
regulatory, taxonomy,

and technological landscape.

We have a dynamic
approach to ESG risk
management. One critical
trend we are currently
observing is that the “E”
is increasingly impacting
the “S”, as society focuses
on challenges relating to
climate change. We believe
environmental and social
issues are becoming more
and more interconnected
and both issues must be
considered as one.”

Natixis CIB, a pioneer in sustainable
financing with the “Green Weighting
Factor”

Source: Natixis

An in-house mechanism that links analytical capital allocation to the degree
of sustainability of each financing

O Long term objective: align the climate trajectory of Natixis' balance sheet
% with Paris Agreement objectives (+1,5°C trajectory)

J-D The GWF is now fully integrated in our IT systems and internal credit process as a
I mandatory & systematic step ahead of credit decisions

r@: Use cases of the GWF have multiplied since its implementation in 2019
N

“Crédit Agricole-CIB
(CA-CIB) has developed

a strong ESG policy since
the aftermath of the 2008
financial crisis, alongside
other French and European
banks. For CA-CIB, a good
client is both profitable and
compliant with our ESG
policies and objectives.
Indeed, environmental and
social aspects are critical
investment criteria.

On environmental aspects,
we are able to have a
quantitative approach,

in order to evaluate our
financing in terms of related
carbon emission and align
all our sectors on a Net Zero
trajectory. As a member

of the Net Zero Banking
Alliance which Crédit
Agricole Group joined in
July 2021, CA-CIB has
committed to reduce its
exposure to upstream
production of oil by 20%
by 2025 compared to 2020
and to increase its support
for non-carbon energies

by 60% by 2025. We have
toughened our exclusion
policy from certain
hydrocarbons and we plan
to progressively extend this
policy to new high carbon
footprint sectors. On social
and governance aspects,
our approach is,

by definition, more
qualitative although
structured and rational

as well as supported by
external advisors.

As part of our requirements,

we have our prospects and
customers develop and
disclose specific KPIs that
are later evaluated during
our investment committees.
Projects leading to negative
social impacts or that

are not managed properly
are simply rejected.”

“At BBVA, ESG is a critical
part of our investment due
diligence and decision
process. We promote a
comprehensive and
pragmatic view of ESG.

In order to optimize

the social impact of projects,
our approach is to focus

on four areas: health and
safety of the employees;
transparency, i.e. providing
enough information about
critical KPIs (water use,
waste, carbon emissions,
etc.); commitment of
developers to manage
environmental and social
issues according to
international standards;
and attention paid to
managing complex and
long value chains. For each
project, we identify the key
social risks. We also pay
much attention to positive
social impacts, especially
on vulnerable communities,
social infrastructure

and entrepreneurship.”

SOCIAL LICENSE TO OPERATE; SOCIAL LICENSE TO INVEST

“At the European
Investment Fund, our
sustainable investment
approach is organized
around two pillars.

First, we scrutinize ESG
criteria through a rigorous
and systematic process,
set out in our ESG
Handbook. We ensure the
project is relevant, identify
potential downsides, try to
mitigate them and make
sure fund managers have
the capacity to deal with
them and monitor our
books. We pay equal
attention to all criteria. In
particular, social aspects
may raise severe issues —
such as workers’ rights,
population displacements,
etc. Second, we ensure

the transparency of our
investments. For instance,
we make sure environmental
assessments are made public
and accessible on the
internet or that complaint
mechanisms exist.

We started to deploy

this approach 15 years ago
and are constantly
improving it, to meet
increasing requirements
to identify the key social
risks. We also pay much
attention to positive social
impacts, especially on
vulnerable communities,
social infrastructure and
entrepreneurship.”
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The tokenization
of infrastructures

The tokenization of
infrastructure refers to
the process of transferring
the information and
associated values of
infrastructure assets
onto tokens which can be
exchanged on a
blockchain. It could help
bridge the “infrastructure
gap” while also
strengthening the SLO.

There are different types
of tokens: (i) payment
tokens or currency tokens,
including crypto-
currencies like bitcoin, (ii)
utility tokens: rights of
access to goods and/or
services offered by the
issuer, (iii) security tokens:
financial instruments
(such as shares, or bonds)
and (iv) non-fungible
tokens (NFTs) - tokens

of ownership of

unique assets, hon-
interchangeable

with each other.

Although the tokenization
of infrastructure is still

in its infancy and faces
significant obstacles,

the development of Web3
could open up new
perspectives and create
substantial benefits:

- Financial benefits:
companies can broaden
their investor base
(including individuals)
and benefit from lower
trading costs (automation,
peer-to-peer);

- Increased transparency:

once the set of conditions
previously defined with
stakeholders is met,

the automatic and
instantaneous execution
of the terms of smart
contracts without human
intervention ensure
accountability from the
infrastructure promoters,
builders and operators
(e.g.: payments according
to KPlIs, monitoring of
environmental and social
impacts, etc.);

- Shared ownership:
the distribution of a small

share of the tokenized
infrastructure to the
community
(municipalities, individual
users etc.) allows its

members to hold credits
to be used for future
services or to have voting
rights or to receive

a return on investment
according to the project
performance.

Examples

- A few blockchain-based
platforms for green
energy projects
fundraising have emerged
in the last few years

such as Sun Exchange
($8.3million raised since
2016) or WePower

($43 million raised

in 2017 -2018).

- In Bahrein, the digital
asset-specialized
company Fasset tokenized
a first electric vehicle
charging unit in May 2021:
10 tokens granted to
electric vehicle users
provide them with access
to the wall charger

at discounted rates.

- In May 2022, ENGIE
Energy Access and the
Energy Web Foundation
have announced their
intention to use
cryptocurrencies and
blockchain technology
to accelerate access

to electricity in sub-
Saharan Africa.

2022

The challenge of investing in
inclusive infrastructure

ACCELERATING THE “S” IN ESG
INVESTMENT

The unprecedented Covid-19 outbreak and
current geopolitical tensions have come
with very severe social and economic con-
sequences, putting inclusion at the fore-
front of political agendas. Funds no longer
see ESG only through the lens of climate
change and decarbonization, as a broad
range of social and governance aspects are
drawing attention.

Facing the current crisis, applying a social
value lens for infrastructure investing can
help further constructive relationships be-
tween investors, operators, employees, pub-
lic authorities and civil societies to deal with
inequalities and exclusion. Regeneration in-
vestments in socially inclusive infrastructure
projects represent a once-in-a-lifetime op-
portunity to deliver social value by enhanc-
ing employment and skills for disadvantaged
or excluded members of society.

SOCIAL LICENSE TO OPERATE; SOCIAL LICENSE TO INVEST

A GROWING ATTENTION ON SLO

To build a long-lasting SLI, investors are try-
ing to integrate SLO into their investment
decisions. Diversity, equity and inclusion
(DEI) has notably become increasingly im-
portant to those investing in infrastructure
and funds and banks are now expected to
answer the rising call from certain groups
and backgrounds that experience systemic
barriers to accessing education or the job
market. Investors today have a very impor-
tant role in advancing DEI efforts to respect
parity and achieve good representation of a
social diversity.

“Société Générale has been
an initiator of the Positive
Impact Initiative launched
by the United Nations
Environment Programme
Finance Initiative (UNEP-
FI) Banking Commission
in 2015. The bank quickly
understood that the finance
sector can play a central
role in facilitating the
transition to an impactful
and impact-based economy.
We have developed a very
rigorous and detailed
methodology to assess
projects falling into the
positive impact finance
category. As a pioneer,

we have also developed two
levers to incentivize and
reward positive impact
within Global Banking
and Advisory. First, the
positive impact finance
projects benefit from

subsidized internal funding.

Second, we accept a lower
level of profitability for
these projects. This
approach has allowed us
to fund numerous projects
in various areas, such as
building renovation, energy
performance, fiber
networks, EV charging,
green hydrogen, carbon
capture, etc. The ‘positive
impact’ is appreciated

in all the complexity of
the projects we examine.”
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“We can expect SLO

to become a wider-used
criterion within responsible
investing. At a moment
marked by multiple,
interrelated crises

(the Covid-19 pandemic,
environmental challenges,
and deepening social
inequalities), investors’
work with environmental,
social and governance issues
must grow to become

even more sophisticated
and inclusive.”

“SLO - or stakeholder
management — is a critical
concern which requires

a well-advanced approach
to ESG investment.

An ESG review is the first
step of our investment
process. During this review,
we seek to ensure that
managers are paying
attention to stakeholder
engagement. Losing the
SLO is one form of a
stranded asset risk; it could
make the asset unusable.
We have in the past rejected
investment opportunities
due to heightened SLO
risks. Examples include
infrastructure assets which
only benefited a small and
privileged minority, or
projects with poor working
conditions. We ask ourselves
how disruptive or additive
the assets we finance are

to local communities

and whether those issues
are being properly dealt
with through stakeholder
engagement.”

o
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50

“At Société Générale, SLO
is part of our ESG due
diligence process to make
sure the projects we are
involved in (as a funder

or an advisor) comply with
international standards
(such as the Equator
Principles) as well as

our internal guidelines.
‘We examine whether
projects display a broad
social acceptance (from local
stakeholders, employees

or society in general) and
how SLO is handled in

the implementation of the
project. Our governance has
been designed to address
this issue properly; for the
most sensitive or debatable
cases, SLO is discussed
collectively amongst
investment teams, country
teams, CSR managers,
communication managers,
etc..”

“BlackRock thinks

of SLO with a ‘transitional
lens’. And this is a global
challenge, not only a
developed markets issue —
no one can be left behind.
So while most investments
are focused on OECD,
emerging markets are home
to the largest part of the
world’s population and with
energy demand expected

to double this is where most
impact and CO, emissions
reduction could actually

be delivered. And SLO

is a critical ingredient

of success.”
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The need for a clearer regulatory
framework

THE CRITICAL ROLE OF REGULATIONS

To accelerate the transition towards sustain-
able investment and hence help investors
strengthen their SLI, the regulatory frame-
work has a critical role to play by increasing
transparency across all players. According
to PRI??, sustainable investment policy and
regulation need to cover five areas:

- Corporate ESG disclosures (e.g. Non-Finan-
cial Reporting Directive (NFDR) in the EU);

- Financial stewardship, which means pro-
tecting the long-term assets of an organiza-
tion through a commitment to moral,eth-
ical, and prudent financial decision-making;

- Investors’ duties to incorporate ESG-related
considerations, to provide sustainability-re-
lated disclosures, and to report on their ESG
incorporation policies and performance tar-
gets (e.g. Sustainable Finance Disclosure
Regulation (SFDR) in the EU);

- Taxonomies of sustainable economic activ-
ities (e.g. Green and Social Taxonomiesin the
EV);

- National/regional sustainable finance
strategies.

Scope of the national sustainable strategy

Source: PRI, 2020

NATIONAL SUSTAINABLE STRATEGY

Sustainable taxonomy

ESG DISCLOSURE

Stewardship
Corporations
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29PRI, "How policymakers

can implement reforms for a
sustainable financial system”,

2020.

Asset owners

INVESTOR ESG REGULATIONS

Investment

managers

Fiduciary duty

Savers/

Beneficiaries
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GREEN TAXONOMY,
SOCIAL TAXONOMY

In July 2020, in order to meet the EU’s cli-
mate and energy targets for 2030 and reach
the objectives of the European green deal,
the EU created a “green taxonomy”. This tool
reflects a common European classification
system for environmentally sustainable
activities and aims at guiding companies
and investors towards sustainability. To do
this, the green taxonomy framework in-
cludes six objectives and considers eco-
nomic activity to be sustainable if the activity
contributes to at least one of these objec-

tives without, at the same time, doing signifi-
cant harm to any of the other objectives.

Reflecting the green taxonomy, in February
2022 the Platform on Sustainable Finance
proposed a structure for a “social taxono-
my” within the present EU legislative envi-
ronment on sustainable finance and
sustainable governance. The suggested
structure consists of three objectives,
each of which addresses a different group of
stakeholders: decent work (including for val-
ue-chain workers), adequate living standards
and wellbeing for end-users, and inclusive &
sustainable communities and societies.

The EU green taxonomy framework

Source: European Commission

Substantially Do no significant
contribute harm

Six environmental objectives

To any of the other five

environmental objectives
as defined in the proposed
regulation

1.
2.

Climate change mitigation
Climate change adaptation

3. Sustainable use and protection of water

and marine resources

4. Transition to a circular economy

A social taxonomy framework

Source: European Commission

Stakeholders groups

Objectives

Substantial
contributors

SOCIAL TAXONOMY

4

L

Decent work

J

N2

Living standards

Inclusive and
sustainable societies

Avoid and address
negative externalities
on consumers

Enhance positive impact
inherent in economic
activity

Promote activities that
enable other activities
with social benefits

. Pollution prevention and control
. Protection and restoration of

biodiversity and ecosystems
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Social taxonomy: a promising
tool but still a long way to go

The intended purpose

of a social taxonomy -
just like its environmental
counterpart - is to
establish an
understandable and
shared way of defining
what a socially sustainable
activity or company

is. It could answer
expectations from
financial players.
According to a survey,
46% of institutional
investors find that the ‘S’
of ESG is the hardest to
define and integrate into
portfolio allocation
decisions (2019 ESG
Survey, BNP Paribas).

“Similarly to how NN
Group currently uses
the principles of the green
taxonomy to set targets
on green investments,

a social taxonomy would
be a very useful tool to
assess the proportion

of their portfolio to be
directed towards social
investments.”

Erik Joustra, Investment
Officer at NN Group.

“A social taxonomy would
provide investors with

a clear picture of what

is sustainable and not
only ‘green’, as green
objectives cannot be
achieved at all costs.”
Gwen Colin, ESG Director
of Vauban IP.

At this stage, the ‘Social
Taxonomy’ remains only
areport, with an
uncertain horizon and
implementation issues;
the legislative process
has not started yet, as the
consultation is a way for

the Commission to assess
whether and how to
extend the Green
Taxonomy to social
matters.

“Two significant
differences with the
environmental taxonomy
raise the issue of
designing an operational
framework. First, a social
taxonomy cannot be
science-based, the
‘solution’ adopted being
to rely on internationally
accepted treaties (wide
acceptance of UN
guideline principles,
OECD conventions etc.).
Second, applying the
CAPEX/turnover
assessment logic is
impossible for several
social aspects.”

Thierry Philipponnat,
Chief Economist

at Finance Watch.

However, even without
formal social taxonomy,
financial players can take
the initiative of paying
more attention to

the social aspects of
their investments.

“BNP Paribas has

taken initiatives around
the concept of

the ‘just transition’:

as environmental
investments are easier
to measure and more
profitable to invest in,
the concept allows
reflection on how to
reconcile both the E
and the S of ESG.”
Maha Keramane,

Head of Positive Impact
Business Accelerator
of BNP Paribas.
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SOCIAL LICENSE,
A VALUE-CREATION DRIVER

Key takeaways

— The relationship between
value creation and social
licensing goes two ways:

(i) gaining stakeholder
engagement is key to ensuring
a project proceeds on-schedule
and-budget, generates
revenues, and enhances
profitability and the financial
valuation of a firm; and (ii)
creating shared value for

all stakeholders can

also secure a social license

for the long-term.

— To make the best of
SLO/SLI’s value potential,
contractual arrangements must
now integrate a stakeholder-
centric and more flexible
dimension. In infrastructure
sectors, public-private
partnerships (PPPs) traditionally
govern the relationship
between the public entity and
the private partner; they now
tend to fit more and more

into a broader perspective,
include sustainability goals

and more stakeholders.

©@Ip C. Godfrey, C. B., Merrill, &
J. M. Hansen, "The relationship
between corporate social
responsibility and shareholder
value: An empirical test of the
risk management hypothesis,”
Strategic Management
Journal, 30(4), 2009, 425-445.
@S, Kim, G. Lee & H. G. Kang,
“Risk management and
corporate social responsibility,”
Strategic Management
Journal, 42(1), 2021, 202-230.
@IMcKinsey Global Institute,
"The case for stakeholder
capitalism”, 2020.

@IMary Johnstone-Louis et al.,
“Business in times of crisis”,
Oxford Review of Economic
Policy, 2020, Volume 36,
Number S1, pp242-55.
“Michael E. Porter and Mark R.
Kramer, “Creating Shared
Value, How to reinvent
capitalism and unleash a wave
of innovation and growth”,
Harvard Business Review, 2011
9 Edmans, Alex:

“Grow the Pie: How Great
Companies Deliver Both
Purpose and Profit,” Cambridge
University Press, 2020.

Secure SLO to create economic and
financial value

SLO, A BUSINESS OPPORTUNITY

Obtaining and maintaining SLO is key to en-
suring an infrastructure project proceeds
on-schedule and-budget and generates rev-
enues during the operation phase. Compa-
nies managing operations with significant
environmental and social impact should look
for the consent of non-market stakeholders
(local communities, NGOs, etc.) to avoid
repeated episodes of stakeholder conflict
negatively impacting their activities.

Moreover, when building a SLO, a company
integrates a social dimension into its value
proposition, secures more robust partner-
ships with its stakeholders, and takes
long-term considerations into account,
which can result in a competitive advan-
tage:

- Building a social license opens new mar-
kets and new value chain configurations:
it enables firms to find ways of doing busi-
ness that competitors may have overlooked
and boost innovations taking sustainability
and stakeholders into account. This practice
may not only open new areas of business for
a company, but also limit its costs and
strengthen its resilience to external shocks;

- Like CSR activities, SLO can be consid-
ered to have an “insurance-like” role. Aca-
demic research has shown that when nega-
tive events occur, the decline in shareholder
value is smaller for firms that engage in CSR
activities than for firms that do not®?. Also,
CSR creates value for shareholders by reduc-
ing risk and lowering stock price volatility®©:

- SLO can help companies strengthen
their brand: they can hire better employ-
ees (selection effect) or improve working
relationships with current employees (pro-
ductivity effect), making current and future
projects more efficient and more inclusive.

As an illustration, a McKinsey Global Institute
study looked at 615 large- and mid-cap US
publicly-listed companies from 2001-15 and
concluded that those with a long-term view
- acrucial aspect of SLO - outperformed the
rest in earnings, revenue, investment, and
job growth®. Other research found that
companies with strong ESG norms recorded
higher performance and credit ratings and
perform better during crises®?.

With this in mind, treating societal chal-
lenges as business opportunities should
therefore become a new dimension of
corporate strategies and stakeholder en-
gagement should be embedded within
internal best practices®.

SLO, ABOOST FOR ENTERPRISE VALUE

Social license has also become an
important factor in the preservation of
enterprise value. Higher profits can be a
by-product of value created for a society:
companies focusing on stakeholder welfare
as an end goal increase their total value
("grow the pie”) more than those solely
focused on financial results ©°.

Academic research has shown evidence
of a positive relationship between stake-
holder engagement processes and the
financial valuation of a firm, holding
constant the objective valuation of the
physical assets under its control. Business
leaders must therefore proactively apply
this wider appreciation of the drivers of
enterprise value into strategies that
simultaneously benefit shareholders and
other stakeholders, and recognize such
synergy can be a win-win.

2022

Internalization of stakeholder engagement
within corporate practices

Source: Altermind, inspired from R. Samans & J. Nelson, 2022

Oversight

Corporate governance

« Include stakeholders
priorities more explicitly in
governance principles and
in the oversight of executive
performance, incentives and
accountability

« Enhance board engagement

with internal and external
stakeholders

N

|FOCUs 6|
Generating financial value through

« Stakeholder consultation in

« Transparent and measurable

Implementation

Corporate strategy

the definition of purpose and
the identification of priorities

- Reflection on innovative

business models and
financing mechanisms

Systemic change

Corporate partnerships

Multi-level strategy for
partnerships engagement
(project level, industry-level,
multi-stakeholder level)

New models of alliances with
stakeholders (competitors,

Accountability

Corporate reporting

« Public goals and targets for
ESG risks and opportunities

« Support to the development
of international reporting
standards through collective
business leadership

governments, civil society

commitments towards
stakeholders

Robust and accountable
mechanisms for stakeholder
mapping and engagement

N

stakeholder engagement ¢

An academic study provides
direct empirical evidence

in support of the instrumental
stakeholder theory's argument
that increasing stakeholder

support enhances the

financial valuation of a firm.

The authors undertook this
analysis using panel data

on 26 gold mines owned by 19
publicly-traded firms over

the period 1993-2008.

They recorded over 50,000

stakeholder events from

media reports to develop
an index of the degree of

stakeholder conflict/

cooperation for these mines.

The incorporation of
the index of stakeholder
cooperation in a market

capitalization analysis
significantly reduces

the discount placed by
financial markets on the net
present value of the gold
controlled by the firms
studied. Among the key
findings of the study,
investors recognize

on average:

-$0.28 of every
$1 of gold in the ground
(Net Present Value);

-$0.46 of every

$1of gold in the ground,
when country-level political
risk is accounted for;

-$0.87 of every
$1of gold in the ground,
when project-specific
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organizations etc.)

stakeholder relations are
also accounted for.

According to Yani Roditis,
COO Gabriel Resources,

“It used to be the case that

the value of a gold mine

was based on three variables:
the amount of gold in the
ground, the cost of extraction,
and the world price of gold.
Today, I can show you two
mines identical to these three
variables that differ in their
valuation by an order of
magnitude. Why? Because one
has local support, and the
other doesn’t.” Academic
research confirms this stance.

©9W. Henisz, S. Dorobantu & L

Nartey, “Spinning Gold: The

Financial Returns to External

Stakeholder Engagement”,
Strategic Management
Journal, 35(12), 2011.
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Create shared value to build a SLO

“SHARED VALUE”, THE NEW BEST-IN-
CLASS

To date, business strategies have mostly
been built through the prism of economic
and financial value, from value proposition to
value capture, value creation, and delivery.
Yet, in recent years, the concept of “shared
value” - i.e. pursuing financial success in
a way that also yields societal benefits -
has become more and more important
for corporates.

The concept was initially developed by
Michael E. Porter and Mark R. Kramer in
20117, who stated that companies can drive
innovation, global growth, and also create
benefits for society. As a result, managers
and investors who used to focus on
short-term performance metrics are now
expected to consider the creation of
value over the long term that can
benefit all stakeholders.

>
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Two reasons can explain this shift towards
shared value®:

- The legitimacy of business has been sharp-
ly called into question, with companies seen
as prospering at the expense of the broader
community;

- At the same time, many of the world’s prob-
lems, from income inequality to climate
change, have shaken public trust in large
corporations but require the emergence of
scalable and sustainable business models
from the private sector more than ever.

In this context, today’s value-minded execu-
tives try to create and maximize a project’s
value to all stakeholders, making “shared val-
ue” a strong catalyst of SLO, now and in
the future. To do this, multisector coalitions
must be built to align interests between
governments, NGOs, companies, and
community members©?.

" Michael E. Porter and Mark
R. Kramer, “Creating Shared
Value, How to reinvent
capitalism and unleash a wave
of innovation and growth”,
Harvard Business Review , 2011.
M. R. Kramer, M.W. Pfitzer,
“The Ecosystem of Shared
Value”, Harvard Business
Review, October 2016

“9Five elements must be in
place for a collective-impact
effort to achieve its aims: (1) a
common agenda, which helps
align the players’ efforts and
defines their commitment; (2)
a shared measurement system;
(3) mutually reinforcing
activities; (4) constant
communication, which builds
trust and ensures mutual
objectives; and (5) dedicated
“backbone” support, delivered
by a separate, independently
funded staff, which builds
public will, advances policy,
and mobilizes resources.
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Different types of value for different
types of stakeholders

Source: Altermind

Increase customer value through new services
Value to customers

Offer safe, reliable, eco-friendly services

Value to business Build partnerships based on mutual trust and fair trade

partners

Promote socially responsible activities across the value chain

Increase corporate value by achieving sustained business growth
Value to shareholders

Provide timely and appropriate information disclosure and communication

Provide workplaces that motivate diverse employees
Value to employees

Maintain a culture that fosters personal development and fair treatment

Contribute to solving social issues through social contribution
Value to communities

Respect the cultures and customs in communities a firm operates and
contribute to its development

Conduct business activities in an eco and socio friendly manner
Value to society

Contribute to the reduction of environmental impact and maintenance
Earth's self-recovery capabilities
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“At Equans, we aim to meet
the challenges of energy,
industrial, and digital
transitions by connecting
and protecting a large range
of stakeholders, including
industries, startups,
communities, and
infrastructures. We strongly
believe our employees —
notably technicians — are
the key to empowering these
transitions and making
them real. We are
committed to sharing value
with all of our employees,
which fosters a snowball
effect, acting as a catalyst
for increased motivation
and higher-quality services
for our customers.

The company management
is based on the inverted
pyramid, each manager
shall be a ‘servant leader”’,
helping their team to
succeed. This is how

we manage to maximize
shared value.”
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DCO Energy: a long-lasting commitment
to create social value

Committed to enriching the economic
stability of communities among

which the firm operates, DCO Energy
designed an outreach program

called “Competitive Edge” deployed
in projects carried out by the firm.

In collaborations with its local
contractors and community partners,
DCO Energy identifies and recruits
young local apprentices

(between 18 and 30 years old) from
disadvantaged local communities,
with the aim of developing marketable
skills and careers. DCO Energy also
leverages this program to engage
with and support local woman-owned
and minority-owned businesses.

Competitive Edge is made of many
subprograms helping excluded
young people to enter professional
careers thanks to a first strong
experience. Students have the
opportunity to receive practical
applications training, but also
instruction on STEM (Science,
Technology, Engineering &
Mathematics), career building,
safety rules, etc.

As an illustration, DCO Energy

and its affiliate companies have
partnered with the New Jersey
Judiciary’s Opportunities for

Building Success program and

the New Jersey Office of Probation
Services to help match justice-
involved individuals with construction
career opportunities, which the firm
believes to be compatible with

their skill level and their motivation
to succeed. The program tries

to find an appropriate and humanist
solution to this social issue and
participates to make the life

of such communities better.

“Commitment to long-term
partnership with local stakeholders
is part of DCO Energy’s DNA.

Our founders understood that

the direct involvement of all
stakeholders - including local
community members - drives

our collective long-term success.
As it is a constant commitment
and a great effort from

the whole company, execution

of Competitive Edge requires

the unwavering commitment

of our employees and partners

to this vision.”

(Gary Fromer, CEO of DCO Energy)

Shared value, a key catalyst
for social licensing

Source: Altermind, inspired by Yang, 2015

Value creation

Sustainable

Short-term
driven

"Sustainable and shared value leader"

« Shared economic, ecological and societal value
« Sustainable and inclusive strategy and value chain

"Eco-effective player"

« Economic and ecological value (eco-efficiency)
« Sustainable strategy and management system

"Mainstream follower"

« Economic and philanthropic value
- Strategic passiveness, code of conduct

COLLABORATION

ACCEPTANCE/
APPROVAL

"In the dark zone"

+ Economic value

+ Compliance INDECISION

RISK OF
OPPOSITION
Low High
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Towards a
long-lasting
social license

Stakeholder
engagement

59




SEARCHING FOR INCLUSIVE BUSINESS
MODELS

Although shared value creation will be
largely determined by a company’s indi-
vidual starting point and its level of maturity
to build a social license, a more comprehen-
sive understanding of value can drive
companies towards more sustainable stake-
holder-centric behaviors.

In the era of shared value, companies that
will benefit the most are those that are not
only able to share the value with stakehold-
ers, but also those that manage to harness
its business potential. To achieve this goal,
Rana et al. (2014) provided a framework for
business model innovation integrating

stakeholders’ interests by explicitly consider-
ing value destroyed and value missed within
the business model“® (Figure 23) .

Still, despite the widespread embrace of
the shared value concept, the tools to put
this concept into practice are still in their
infancy. Shared value measurement
requires aniterative process that is inte-
grated within the business strategy,
instead of a one-time or periodic effort
separate from measuring business
performance. When companies do not
rigorously track the interdependency
between social and business results,
they miss important opportunities for
innovation, growth, and social impact
at scale.

“Stakeholder engagement
is a real challenge of

our business model but
this change is the condition
of viability and resilience
of our projects over the
long term. As stakeholders
within a territory and

a value chain, local players
feel they deserve to be
included in the value
creation and sharing

Shared value creation with
stakeholder-centric business models

Source: Rana and al, 2013

Generate solutions that

NEW SHARED VALUE
CREATION
New opportunities for additional

value creation and capture through
new activities and relationships

« New forms of value for existing shareholders

« Value for new stakeholders

Capture currently missed

value through new activities,
relationships, and network
reconfiguration

capture new value through
the reduction or elimination
of destroyed value

process. This is notably
the case in the US in some

biogas projects, in which
farmers are expecting
more transparency on

the value created and are
looking to capture some
of the upsides. Our business
models become riskier,
with a project IRR that

is sometimes higher

than shareholders IRR,
but this is an opportunity
to strengthen our business
model’s resilience

in the long term:

we and our stakeholders
are on the same team!”

“OIN. Bocken, P. Rana,

“A literature and practice review
to develop sustainable business
model archetypes”, J

ournal of Cleaner Production,
2014, 65:42-56.
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VALUE DESTROYED

Negative value outcomes of
current business model

« Negative social impacts
« Depletion of non renewables

« Environmental damage
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CURRENT VALUE
PROPOSITION

Re-conceptualize destroyed
value as missed value

VALUE MISSED

Value currently squandered, wasted
or inadequately captured by current
business model

« Under-utilized assets, resources, capabilities
« Failure to capture value

Waste streams
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Sodexo: “La Passerelle”, an impact project
based on a new business model

Sodexo has historically emphasized
inclusion as a key point of
differentiation, performance, and
innovation. This commitment is
grounded in its corporate
responsibility roadmap, contributing

to societal and economic development
by enriching lives in the communities
where it operates.

At its creation, the objective of
Sodexo’s department of “societal
innovation” was to invent new business
models that would meet Sodexo’s
ambition to create value

for local players and contribute to
improving the quality of life in less
privileged areas. As part of this
commitment, Sodexo has therefore
created “tiers-lieux” in less privileged
neighborhoods to act as close

to the local communities as possible.

In 2021, Sodexo announced the launch
of “La Passerelle”, a new business
model designed to have

a greater impact on employability,
health and social cohesion in priority
neighborhoods. La Passerelle is first
and foremost a place anchored

in the heart of the city, bringing
together several activities around:

- A vegetable garden: as the
economic driver behind the project,
the vegetable processing plant will
support the model while helping

to improve the employability

of local residents and to promote a
more local, plant-based diet. The
facility will prepare 350 metric tons
of fresh local produce every year.
Half of this will be directed to
Sodexo’s usual distribution channels,
while the other half will be sold
directly to consumers via retail
networks;

- A daycare facility: the facility
will have 21 places available for
residents, as childcare continues
to be one of the main obstacles
to employment and training.
Support workshops will also

be offered to parents who are
seeking to enter the job market;

- A training room: to compensate
for the insufficient availability of
training facilities in the community,
and respond to local demand,

this room will offer skills training
led by a local provider;

- A community space: the community
space will be jointly managed

by local stakeholders and will host

a program of activities aimed

at residents from the local
neighborhood. These activities

might include, for example,
workshops on the links between
health and nutrition.

“We are convinced that
alliances on the territo
between public and private
actors — companies and
associations — will make it
possible to provide new
answers to the major
challenges our societies face.
La Passerelle is a place that
hosts a new economic model.
Its specificity is to make

the search for positive
impact in less privileged
territories the starting point
of its action. The challenge
was to avoid basic
philanthropy and try

to create a sustainable
economic model that can
create impact in the long
term: to do this, we have
become aggregators and
catalysts of change to make
it sustainable. At the
beginning, long before

our building was built in
Clichy-sous-Bois in 2022,
we faced some mistrust from
local stakeholders: it took

a lot of time to make the
model understood by local
stakeholders and for us

to be recognized as an actor
looking to help territories
and populations, but we
managed it. This initiative
reflects Sodexo’s ambition
and desire to establish links
and alliances between
public, private and
community organizations.
A further 10 similar projects
are set to be launched by
2025. This approach is
intended to irrigate other
corporate practices within
the Group to better connect
shared value to the core
business of Sodexo.”

Isabelle Aprile, Director
of Societal Innovation,
CEO La Passerelle

A new era for PPPs

In infrastructure sectors, public-private
partnerships (PPPs) now tend to fit into a
broader perspective, beyond financial
performance objectives. Answering the
needs of communities, at best value, they
include more and more sustainability and
social goals. They also take into considera-
tion more stakeholders, beyond the public
authority and end-users, such as local eco-
nomic players (with local content provisions)
or local communities (Figure 24).

This trend has given rise to new concepts
and standards around PPPs:

- In line with the Sustainable Development

Goals (SDGs), the “people-first” PPP frame-
work developed by the UN Economic Con-

Enhanced PPPs

Source: Altermind

CLASSIC SCHEME

ference for Europe (UNECE) and formally
endorsed by its Member States aims at
making PPPs fit for purpose including
accessibility and equity, environmental
sustainability, effectiveness, and replicabil-
ity and stakeholders' engagement™;

- Coined in the urban development
field in the late 2000s“?, the concept
of Public-Private-People Partnerships
(PPPPs or 4Ps) aims at improving the value
for money of PPPs by reinforcing formal
and informal direct relationships between
all Ps, especially between the private
sector and the people®“?.

As aresult, PPPs become an essential lever
of SLO. But using PPPs as SLO levers faces
specific difficulties, such as the number of
stakeholders involved, the long lifetime of in-
frastructure, the constraints of public pro-
curement rules, etc. PPPs must therefore an-
swer two main challenges: obtain the widest
possible tacit agreement of the project
stakeholders throughout contract life and
maximize share value through new
contractual approaches.

“) World Association of PPP,
“Making PPPs fit for the 2030
Agenda’”, April 2021

“IW. Majamaa, “The 4th P -
People - in Urban Development
Based on Public-Private-People
Partnership,” 2008.

“3C. Boniotti, “The public-
private-people partnership for
cultural heritage management
purposes”, Journal of Cultural
Heritage Management and
Sustainable Development,
April 2021.

ENHANCED SCHEME

Performance of the service at best value

Public entity and private partner

Quality of service

Depending on performance or frequentation

Integration of sustainability and social goals
E.g. People-first PPPs

End-users, Local communities, industrial ecosystem

E.g. Public-Private-People Partnerships

Often neglected
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Ecological impact, social obligations, local content

Depending on ecological or social performance, shared with other
stakeholders (e.g.: energy performance contracts, social impact bonds)
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PPPs as stakeholder governance
tools

DURING THE DEVELOPMENT PHASE

To be accepted and supported by all stake-
holders, PPP contracts are expected to re-
flect a balance between the outcomes of
the negotiations held between the public
entity and the private partner, and the in-
puts of public participation processes.

This is all the more important as public con-
tracts are prone to third party opportunism,
with ‘NIMBY-type' situations where people
living near projects may be in favor of them
in principle but consider that they will suffer
the direct costs or strongest opposition not
coming from directly affected local resi-
dents.

To face this challenge, PPP procedures tend
to evolve and put in place various mecha-
nisms such as:

- Involving stakeholders from the earliest
stages of a project and throughout the de-
velopment of the project (need analysis,
preparation of the procedure, procurement);

- Enable the effective consideration of
public inputs and, as far as possible, the ad-
justment of the project and the contract;

- Mitigate the risks associated with stake-
holders, including “redistribution” mecha-
nisms (as described below).

THROUGHOUT THE LIFE OF
THE PROJECT

Given the long lifetime of infrastructure as-
sets, the objectives of PPPs might evolve
over time, for various reasons (need to adapt
the infrastructure asset, changes in the
economic and social context, new
expectations from stakeholders, etc)).
Ensuring ways to adapt contracts while
preserving value and maintaining the so-
cial license is crucial. This is why renegotia-
tions are very frequent in all infrastructure
sectors 4,

As long as (i) their occurrence does not ex-
ceed a certain level, (i) their content does
not address price considerations only, and
(iii) they are conducted transparently, rene-
gotiations are a powerful tool to preserve the
financial value and quality of service in PPP
contracts. Empirical analysis in the French
car parking sector has notably demonstrat-
ed evidence that there exists - for each spe-
cific contract and relationship - an “optimal
level of renegotiations”“®).

“4 ). Beuve &S. Saussier,
“Renegotiations of public
contracts: A blessing in
disguise?’ in Procurement in
Focus. Rules, Discretion and
Emergencies”

CEPR Press Book, 2021

@5 ) Beuve & S. Saussier,
“Renegotiations and Renewals
of Public Contracts”, Review of
Industrial Organization, 2021.
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An overview of the contractual infrastructure sectors

Source: J. Beuve & S. Saussier, 2021

PERCENTAGE OF NEGOTIATED

GEOGRAPHICAL AREA SECTOR TS REFERENCES
France Highways 50% Athias and Saussier (2007)
France Car Parks 73% Beuve and Saussier (2021)
All sectors 68%
Electricity %
Latin America
and Caribbean Guash (2004)
Transport 78%
Water 92%
Water 100%
Portugal Cruz and Marques
Road 100%
Spain Highways 100% Baeza and Vassallo
United Kingdom All sectors 55% NAO (2003)

“Initially, renegotiations
were a synonym for a ‘bad’
contract, implying a risk
of commodification of

the service; they now make
it possible to preserve
financial value and
suitability of service,
therefore enhancing social
licensing. Renegotiations
of long-term contracts

are now acknowledged as
a signal of good
relationships with public
authorities, under certain
conditions.”

“The lack of flexibility

in public procurement
design and implementation
can prevent risk adaptation
and hazard limitations.
Contractual conditions,
such as rates, project
designs or service-level
obligations, must become
more flexible and should be
changeable, notably because
there is an appetite for
renegotiations within the
ecosystem. In a world that is
constantly changing,

this is all the more true for
contracts over several
decades such as greenfield
concessions that are
financed over 30 to 40 years.
For instance, due to the
evolution of mobility, we
will have to find new usages
for parking lots to adapt to
new needs (logistics, soft
mobility, etc.).”
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PPPs as value-creation and value-
sharing tools

THE INCLUSION OF SUSTAINABILITY
AND SOCIAL ASPECTS

PPPs tend to adopt a more comprehensive
approach to value, with the inclusion of
social and environmental criteria in the Most
Economically Advantageous Tender (MEAT)
assessment. This impacts the way proce-
dures are handled, giving more importance
to sourcing and favoring negotiated proce-
dures, which enable more flexibility.

MEAT also has major consequences on
the contractual architecture of PPPs, with
therise of performance contracts, which
link the remuneration of private partners to
the achievement of specific criteria, in-
cluding environmental and/or social ones.
Performance contracts have been devel-
oped in the energy sector:
energy performance contracts are de-
signed to ensure project owners make en-
ergy savings in buildings, the payment due
to the private partner depending on ener-
gy efficiency improvements. This type of
contract is spreading to new sectors,
such as waste management and water
treatment and provides increased oppor-
tunities for creating social value through
various indicators (energy or waste
savings, involvement of social economy
companies, etc.) linked with systems of
rewards and penalties.

@8 H.Kociemska, B. Potltorak,
“The Influence of Social Impact
Bonds on Public-Private
Partnership Success: The Case
of Higher Education”, European
Research Studies Journal,
volume XXIV, Issue 3, pp.
423-438,2021

“Blavatnik School of
Government, International
Network for Data on Impact
and Government Outcome
(INDIGO) database.

“OA . Goumiri & S.Saussier,
“Rémunérer les opérateurs de
services publics selon leur
impact social: SIB, CIS et autres
formes contractuelles”,

Les Policy Papers de la Chaire
EPPP, Sorbonne Business
School, 2020.

“IEuropean Investment
Advisory Hub, “Case study:
Hémisphére social impact
fund, France”, October 2021.

Social impact bonds, an innovative
approach: the case of the Hemisphere

project

As the infrastructure-
based approach to
PPPs might not always
achieve the expected

levels of efficiency and

effectiveness, new
approaches such as
social impact bonds
(SIBs) can serve as a
benchmark for
innovating policy in the
PPP model, with strong
emphasis on achieving
easily quantified
results due to
generated social
value®®,

SIBs are new
contractual
approaches which
tend to include more
social criteria and aim
at rolling over the risk
carried in social

programs from service

providers to private
investors, whose

repayment and level
of financial return are
dependent on the
achievement of social
performance
objectives. SIBs have
still a limited reach:
about $546 million
have been invested in
213 social impact
bonds (SIBs)
worldwide since
20107, But it is worth
noting that they have
been used in the
infrastructure sector,
in particular in France
with the Hemisphere
project.

The Hemisphere Social

Impact Fund was
launched in 2017 in
France to provide
emergency
accommodation to
homeless people,
refugees, and asylum

seekers®®. Amounting
to €200 million,
including €100 million
from seven
mainstream investors,
itis deemed to be one
of the largest SIBs

in Europe®?.

Performance - and
consequently payment
mechanisms - is
tracked monthly
against four main
social indicators,
measurement relying
on administrative data
reported by the social
workers and verified
annually by an
independent auditor.

2022

Framework Hemisphere Project

Source: European Investment Advisory Hub, 2021

Ministry of Home Affairs and 7 French Institutional Investors Bank Loan €100m

Ministry of Housing €100m

Public contract for the provision
of housing and social support
(fixed rate: €16.50 per place
available or occupied

in the provinces, or €17.50

in the Paris region)

Accommodation places

& maintenance of buildings
Service Provider: Adoma

Hémisphére Fund €200m

oo B
Fixed rent for accommodation
+ variable returns depending on the
achievement of social objectives
Validation of
achievement
of social
objectives

Auditor: KPMG Fund manager

AMPERE Gestion

Performance measurement, Hemisphere Social
Impact Fund

Source : European Investment Advisory Hub, 2021

OUTPUTS METRIC

TCOME TARGET EVIDENCE

% of enrolled children
(aged from 6 to 16)

Children school

enrolment 95% Schooling proof

% of eligible persons who
signed a personalized project

Signed personalized

90% N
support project

Personalized support

Notification from the lliness
Insurance primary fund or other
social organizations

% of eligible households who asked for social
or had access to social rights 80%
(family welfare payments, RSA)

Access to social rights
for those who are eligible

Notification of allocation of
70% accommodation or integration
accommodation

% of eligible households that have benefited

Service outcome X .
from an exit solution
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“A key success factor of
contracts based on
performance is to define
and monitor good
indicators, which should be
directly linked to the
project, easily verifiable
and comparable, and
accepted by all stakeholders.
This requires a constructive
dialogue between the public
grantor and its private
partners and, sometimes,
an innovative approach.”

3
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PROFIT-SHARING AND REDISTRIBUTION
MECHANISMS

Some PPP contracts include remuneration
mechanisms aimed at securing value for
both public and private partners through the
control of the evolution of the operator’s rev-
enues during the PPP’s duration.

Such profit-sharing  provisions prevent
situations of “over-profitability” - which
are detrimental to SLO - from occurring.
They can take the form of endogenous dura-
tion depending on revenues, reduced prices
when periods of high revenues occur, or
better fortune provisions. As an illustration,
French highways concession agreements
include such types of provisions.

Beyond contractual mechanisms between
the public and private partners, formally ex-
tending the sharing of revenues to the
people (local communities, end-users)
through redistribution mechanisms can be a
huge lever for building and maintaining the
social license over time:

- Local opposition to some infrastructure
projects (such as renewable energy) often
stems from a perception of “local
inequity“: negative externalities of the pro-
jects are concentrated in the local stakehold-
ers’ area, while benefits spread at the macro
level;

- In addition to stakeholder engagement
processes, integrating directly-impacted
stakeholders into value-sharing mecha-
nisms allows for an appropriate balance be-
tween general benefits and local damages;

- Possible redistribution mechanisms may
include local tax rebates, discounts on the
service prices (e.g. electricity, transports,
etc.), financial compensation in case of loss
of real estate value.

As an example, community benefits agree-
ments (CBAs) - which enable firms and lo-
cal communities to converge on a mutually
acceptable sharing of value through a
pre-agreement on the compensation - can
increase companies' ability to implement
projects smoothly and stay on schedule &
within budget. Indeed, CBAs provide a
clear mechanism for firms and
stakeholders to reach a shared under-
standing of the development of the
project, specify ex ante the mechanisms
through which unanticipated concerns will
be addressed during the project develop-
ment and provide low-cost mechanisms for
resolution of conflicts and a legally binding
agreement that can be used in court®.
They are used in various sectors worldwide,
including for instance windfarms projects.

59 K. Odziemkowska &S.
Dorobantu,"Contracting
beyond the market”,
QOrganization Science

(Volume 32), June 2021:

an empirical assessment of
CBAs in the Canadian mining
industry provides evidence
that CBAs create value for a
firm when they are signed with
communities who can obstruct
afirm’s access to valuable
resources through their strong
property rights or their ability
to mobilize against the firm
using social movement tactics
(such as protests or blockades)
or institutional tactics (such as
legal action or interference in
the regulatory process).

2022
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VAUBAN IP’S SOCIAL
LICENSE STRATEGY

Key takeaways

—> Vauban IP’s philosophy is
to invest in and develop
essential infrastructures which
impact, which impact people’s
lives over several generations.

—> Vauban IP intends to
promote a sustainable vision of
business and investment with
its societal and stakeholder-
centric approach.

— Over the years, this
philosophy has enabled
Vauban IP to build partnerships
with local stakeholders and
industrial companies as well as
sector platforms (in digital
infrastructures, car parks, smart
metering, EV charging, district
heating, transport) that are
generating consistent
proprietary deal flow, a key
element of the firm's success .

— Following the reflection
cycle conducted for the
present report, Vauban IP has
decided to strengthen its
commitments and systematize
its methodology to get and
maintain its social license,
secure the performance of its
assets, and more generally, to
enhance its projects’ shared
value in the long-term.

70

As a part of its long-term strategy, Vauban IP
considers all interests in building a com-
mon solution for each project, with the
whole ecosystem of stakeholders includ-
ing shareholders, asset operators, public
counterparties, local communities, lenders,
co-investors, subcontractors, etc..

Vauban IP has always been convinced that
collective efforts and proactive participation
of infrastructure players to resolve local is-
sues serves long-term sustainability goals
and reinforces the infrastructure sector's
credibility in its role toward the society.

To perfect its sustainable and stakehold-
er-centric vision of business and investment,
Vauban IP has decided to stress the im-
portance of “proactivity” and “systemati-
zation” in the definition of its projects’
SLO.

2022
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Axione: promoting the social positive
impacts of CAP FIBRE project

In line with its commitment to give
rural communities access to digital
infrastructure, the Telco operator
Axione aims to contribute to reducing
social inequalities.

In 2021, Vauban and Axione conducted
an impact report to measure the
socio-economic impact of the CAP
FIBRE initiative, a 25-year superfast
broadband project for rural areas

in northern France (and more
particularly in the Nord and
Pas-de-Calais departments).

The results of their ambitious local
social integration and vocational
training program they put

in place in collaboration with the local
public authorities are as follows:

- 241 jobs had been created
to help people find work;

- More than 440,000 hours of social
integration were done between
2017 and 2021;

- Nearly 80,000 hours of training

were completed with the creation

of a “skills booklet” to improve support
for local industrial professionals.

As part of the project, the CCI of
Hauts-de-France conducted a survey
that showed a strong correlation
between digital technology and
employment: 75% of industrial
companies surveyed consider that one
of the main contributions of fiber is to
streamline remote working and

collaboration, and 89% of respondents
in the business services sector
consider that it stabilizes or even
increases the number of people

in employment in rural areas.

The impact study also highlighted
the critical need to address digital
precarity and digital illiteracy to
support the inclusion of people most
cut-off from technology. As a result,
Axione has reaffirmed its objective
to work with all stakeholders

to develop inclusive solutions,
specifically by maintaining and
amplifying its support of the local
public authorities’ actions in these
areas.

Following the success of the project,
CAP FIBRE and the public authority
have stepped up their partnership to
promote local innovation, to ensure
the digitalization of the public sites by
responding to public concerns and
developing solutions to combat
climate change.

Axione is resolute to communicate
its achievement with stakeholders
to strengthen its positive and lasting
impact on territories and build

a long-lasting SLO.

“By supporting the
development of the territory
through the installation

of our networks, we
contribute to improving

the lives of citizens and

the competitiveness of
businesses. The CAP FIBRE
project is a typical example
of efficient digital
infrastructure, allowing
digital access to health,
education, culture, remote
work, etc.. We are a local
player, at the service of users
and territorial issues.

A SLO is a goal for the entire
company: from top
management to employees
in the field.”

Eric Jammaron,
CEO of Axione




Building a social license to invest
with a stakeholder-centric vision

Source: Altermind

GOAL Financial yields only

Conventional investment
INVESTMENT with no consideration
for ESG criteria

Responsible Sustainable centric

Financial yields Financial performance and financing
considering ESG criteria of sustainable and inclusive infrastructure
by negative screening to answer all stakeholders' interests

High impact portfolio performance:
investments selected with deliberate
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A “4 Ds approach” to build Vauban’ SLO strategy

To follow the path towards a long-lasting social license to invest, Vauban IP has developed a

4-D-step track strategy

To build and maintain its social license, Vauban aims at adopting a comprehensive strategy
tailored to the stakeholders needs and the profile of each project (greenfield/brownfield,
geography, etc.). This strategy will follow a 4 Ds approach:

DETECT: map the ecosystem of stake-
holders (“Know Our Stakeholders”) to spot
the friction points, understand the diver-
gence of interests, and identify where the
consensus gaps lie by:

- Systematically creating a stakeholder
mapping based on a SLO diagnostic in
the due diligence phase;

- Defining SLO risks and opportunities with
the different types of stakeholders;

- Adjusting the investment accordingly: in
practice, Vauban looks to invest in pro-
jects that benefits a large number cares
for the interests of society;

- Following the SLO evolution through the
entire asset management investment
phase.

DISCUSS: communicate transparently
with the different identified stakeholders on
the features of the asset and engage discus-
sions to reasonably be alerted to potential
specific stakeholders’ negative perceptions,
benefit from constructive inputs, and figure
out actions that could weigh on perceptions.
According to the phase and structure of the
project, the discussion could be fully directly
engaged with the stakeholders or partially or
fully interfaced by the contracting public au-
thority and/or the regulator.

DEFINE: identify key interventions to
grant stakeholder alignment, and when
needed key actors of change, looking at how
to close potential specific consensus gaps
by:

- Designing action plans adapted to the
different stakeholders impacted, de-
pending on the project profile potentially
with the active participation of key stake-
holders;

- Presenting the SLO action plan during
AGMs or Board of Directors meetings for
validation and implementation in the
business plan of infrastructure projects;
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-Engaging asset managers in the
design, validation, and update of the SLO
action plan:

— Promote the participation in local
initiatives in-line with SLO action plan;

— Help asset managers in the monitor-
ing and measurement of sustainable
value creation — notably co-benefits
whenever possible — and to report
them to the Board of Directors and
potentially to AGMs;

— Potentially, fix SLO-related KPIs in the
Board remuneration.

- As a shareholder considering sharing ex-
traordinary benefits in the most adapted
way according to the case (pricing modera-
tion for the end users when having a direct
relationship with them, adapting terms with
the contractors when the service of end
users is interfaced by a local authority or
through local initiatives when potentially
the other local stakeholders are negatively
affected).

DELIVER: effectively deploy the action
plan for sustainable and equitable perfor-
mance and measure it with clear KPls.
Guided by accurate and transparent
data, communicate progress to ensure
positive stakeholder engagement in
future challenges by:

- Defining and integrating SLO indicators
and targets in ESG tools;

- Assessing progress in action plan de-
ployment, providing assistance to the
asset managers when needed and pro-
moting achievements;

- Communicating annual progression
with stakeholders.
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AR/VR Augmented Reality / Virtual Reality
ADP Aéroports de Paris
AUM Assets under management
CNRS Centre National de la Recherche Scientifique
CSR Corporate Social Responsibility
EDF Electricite de France
ESG Economical and Social Governance
EU European Union
EV Electric vehicle
CBAs Community Benefits Agreements
GHG Greenhouse gas
GW Gigawatt
IFOP Institut francais d’opinion publique
KPI Key performance indicator
MEAT Most Economically Advantageous Tender
NFDR Non-Financial Reporting Directive
NIMBY “Not In My BackYard”
OECD Organisation of Economic Co-operation and Development
REE Red Elétrica de Espafia
PPP Public-Private Partnership
SDGs Sustainable Development Goals
SFDR Sustainable Finance Disclosure Regulation
SIBs Social Impact Bonds
SLI Social License to Invest
SLO Social License to Operate
SNCF Sociéte nationale des chemins de fer
UN United Nations
UNECE United Nations Economic Conference for Europe
UNEP United Nations Environment Programme
UNPRI United Nations Principles for Responsible Development
usbD United States Dollar
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