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Responsible Research is an independent provider of sectoral and thematic Asian environment,
social and governance (ESG) research, targeted at global institutional investors. Many of
these fund managers and asset owners now find that traditional investment banking reports,
financial models and public information sources can no longer be relied on to cover all risks
to earnings and deliver superior returns. Companies who do not monitor and report on this
‘non-financial” performance not only risk financial penalties for non-compliance with stricter
regulatory environments but are also denied access to substantial pools of global capital which
are managed according to sustainable principles.

Our approach is based on analysis of material ESG factors, which change according to sector
and market. We provide our clients with local market knowledge of important regulatory
landscapes in Asia, along with a fresh perspective on local operational and sectoral issues.
We offer an annual subscription model for our monthly sectoral or thematic reports and give
our clients access to the underlying data. Reports can also be commissioned (by investors
or foundations) and kept for internal use or be offered for general distribution, as part of an
general effort to promote ESG integration into the Asian investment process. Our analysts
conduct seminars and webinars to discuss findings, often with contributions from experts,
companies and policy-makers.

Responsible Research was founded in 2008 by our Board who have been instrumental in
promoting Corporate Social Responsibility (CSR) and SRI practices in Asia for over 10 years
and have significant experience in the regions emerging investment markets. This team of
five works in collaboration with our full time Asian-based responsible investment analysts
and the Responsible Research Alliance, a group of consultants with subject matter expertise.
Together they provide a valuable balance of market and ESG knowledge, academic rigour,
process management, data management, customer relationship management and senior level
contacts.

Many of our clients are signatories to the UN backed Principles of Responsible Investment
(PRI), an investor initiative. As signatories they commit to incorporate ESG issues into their
investment analysis and to support the development of ESG tools, metrics and methodologies.
As a signatory to the PRI we voluntarily contribute time and resources to the Emerging Markets
Disclosure Project and other collaborative initiatives. Responsible Research is also a strong
supporter of independence in research, without which conflict and bias can deliver investment
risk. The company is one of the founding members of the Asian Association of Independent
Research Providers and also of the Asian Water Project.

For more information, please contact Responsible Research:

Email: info@responsibleresearch.com
Tel: +65 9386 6664

www.responsibleresearch.com

REPRISK:

Responsible Research is the exclusive partner in Asia for RepRisk®, a web-based tool which
provides insights on environmental and social issues that present financial and reputational
risks to companies and investment portfolios. The tool enables commercial and investment
bankers, asset managers, and supply chain managers to manage the corresponding risks and
to implement effective screening procedures.

About the RepRisk® tool

RepRisk® is a web-based tool that allows you to
identify and assess the environmental and social
issues which may present financial, reputational
and ethical risks. It is used by investment
professionals,  financial institutions,  supply
chain managers, multinational corporations and
compliance managers, and includes a variety of
features enabling clients to monitor risk trends
over time, create customized watch lists, tailor
alert services and more. The tool plays an integral
role in increasing transparency and ensuring
compliance with internal and international

standards, thereby helping reduce risk exposure. i;:';;”‘"% etk 1 70

The comprehensive and relevant RepRisk® database enables you to meet the risk management
and compliance challenges in an increasingly complex world. On a daily basis, RepRisk tracks
a company'’s or project’s environmental and social risk exposure by monitoring independent
third-party sources such as all major print media, over 700 NGOs, newsletters, news sites,
governmental agencies and blogs. Controversial issues covered include environmental
footprint and climate change, human rights and community relations, labour conditions and
employee relations as well as corruption and money-laundering. In particular, all principles
of the UN Global Compact are addressed. RepRisk covers all major business languages
(Chinese, English, French, German, Japanese, Korean, Portuguese, Russian, and Spanish)
and its database currently includes over 15,400 companies and 3200 projects, and is updated
and growing daily.

Please contact info@responsibleresearch.com for more information.
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EXECUTIVE SUMMARY

India is a land of extreme contrasts. In Mumbai, where half of the
estimated 18 million population live in slums with no running water,
the Ambani family, promoters of Reliance Industries unveiled
in 2010 the most expensive private residence ever built, with a
reported cost of US$1bn. The residence has been designed with
four storey gardens, swimming pools, Versailles styled bathrooms
and helipads.

India, with 16 percent of the world’s population, has only 4 percent
of the world’s available fresh water resources.! As a net exporter of
water due to its successful agribusiness and with increasing water
scarcity there is a need to pursue more economic uses of water
resources. The health of India’s water resources and infrastructure
will influence the trajectory and sustainability of India’s growth.

Economic growth and rising urbanisation are driving increased
per capita water consumption in towns and cities and increased
water usage across all sectors. Yet, there is hardly a city in India
which gets 24 hours supply of drinking water. At the same time,
as water consumption rises, so does wastewater production. Less
than 65 percent of domestic urban wastewater is treated, with
the remainder being discharged directly into rivers and the sea.
Untreated or inadequately treated industrial effluents pollute water
bodies and groundwater. In the absence of proper measures for
treatment and management, India’s remaining freshwater reserves
are being polluted.

In response to inadequate, polluted or expensive supplies of surface
water, the population has turned to the use of groundwater. The
annual extraction of groundwater in India? is by far the highest
in the world and unsustainable over-extraction in certain areas,
has lowered the water table to dangerous levels. In some areas
the depleted groundwater resources bring problems of salt-water
infiltration and contamination by arsenic, fluoride and iron that
can occur naturally in the ground. As the government continues
its vote winning policies of power subsidies for the agricultural
sector, farmers sink ever- deeper boreholes to meet the increasing
demand for food from the rising population.

Recharge of these valuable water resources is impacted by
the looming presence of climate change. Although the rate of
recession of the Himalayan glaciers has been the topic of heated
debate in recent months, the IPCC has reaffirmed its statement?
that “Climate change is expected to exacerbate current stresses
on water resources.... Widespread mass losses from glaciers and
reductions in snow cover over recent decades are projected to
accelerate throughout the 21t century, reducing water availability,
hydropower potential, and changing seasonality of flows in regions

supplied by melt-water from major mountain ranges (such as the
Hindu-Kush, the Himalayas and the Andes), where more than one-
sixth of the world’s population currently lives.”

Within the Indian Government the management of water resources
suffers from fragmentation of responsibility at both central and
state levels. Strong central policies are undermined by a lack of
enforcement at state level. Though the problems of water resource
and security are mainly internal, many of the major rivers of
India orginated in the Himalayas and are an important source of
water to other countries in the region. Relations between India
and China and their neighbours may become strained over shared
water resources, especially if China intensifies its strategy of
diversion of water from the Brahmaputra, as reports suggest. The
ongoing impact of this may cause a significant increase in number
of immigrants and economic refugees from Bangladesh to India,
causing additional strain between these two nations.

The water risks posed to industries in India are real and serious.
Forecasts indicate that all the sectors covered in this report are
enjoying healthy growth. However, the chances are that this growth
will be dampened by the realisation of water risks that most of
these sectors are increasingly facing. Across each of these sectors,
we already find instances where the operations of individual
companies have been impaired, to varying extents, by water issues
related to access to sufficient quantities of water of suitable quality
or stakeholder, mostly regulator or community, reprisals related to
water pollution.

Disclosure on water usage and impacts is commonly immaterial
and incommensurate with the risk. Among the sectors reviewed,
the level of disclosure on water ranged from non-existent to
fleeting and feeble references to philanthropic community drinking
water and sanitation initiatives, installation of rainwater harvesting
systems within and outside premises, other water conservation
initiatives within operations and in some rare cases quantified water
withdrawal, consumption and discharge. We found few instances
where companies mentioned that water was viewed as a business
risk. The level of disclosure betrays the fact that water is still rarely
viewed as an important element of business strategy and that it is
clearly an insignificant blip on corporate radars.

Some sectors report better than others, but the difference is
marginal. While there were corporate exceptions in each sector,
banking, beverage, real estate and textiles were characterised by
very weak water disclosure. The power sector performed slightly
better, with two companies identifying water as a business risk.
While it is known for its significant basin level impacts on water



availability and water body contamination, the mining sector
performed only marginally better than the rest. While most public
sector mining companies (including some metals companies with
captive mines) disclosed little on water, the sector had a higher
incidence of disclosure of more relevant and quantified water data
in comparison with other sectors.

Disclosures on water as opposed to energy and CO, require greater
context. In recent years, ESG disclosure in India has become
more prevalent. A higher number of companies have become
more proficient at disclosing energy and GHG emissions. Water,
unlike energy and GHG emissions, is more contextualised by local
conditions and stakeholder considerations. Among the handful of
Indian companies that disclose metrics related to water withdrawal,
consumption, recycling and discharge, the information often tends
to mimic their disclosures on energy/CO,. The fact that the impact
of withdrawal of water is related to the timing of withdrawal, the
type and health of the source, competing usage and its long-term
viability, among other parameters, is completely overlooked by
these reporters.

Disclosure on risks related to the supply chain is missing. A business
is only as sustainable as its value chain. Even if the risks directly
posed by water to a business may be insignificant, the manifestation
of water risk along its value chain can be equally detrimental to its
prospects. It was unsurprising that companies did not provide any
information on supply chain related water risks.

The fact that some of the best reporters on water — Sesa Goa
(mining), HCC (construction and real estate - related to its
subsidiary, Lavasa) and PepsiCo India (beverage) also found
themselves mired in publicised water-related controversies with
local communities, NGO activists and regulators was remarkable.
However, it should be noted that these controversies were not a
result of the companies’ disclosure and other organisations should
not be discouraged from their own disclosure plans.

Lack of disclosure on water impacts brings down the ASR™ scores
of Indian companies. An analysis of the ASR performance of Indian
companies revealed that the 56 Indian companies, on average,
scored only 29 percent across ASR water criteria. 21 of the 56
companies analysed disclosed no relevant water information at all.
The banking and financial services along with the real estate sector
exhibited the weakest water disclosure.

Water ought to be a matter of investor concern in India. India’s
rapid growth and untapped potential naturally attracts investor
interest. Those interested in investing in India would do well to
evaluate water risks of their portfolio. While it is likely to be common
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that potential investee companies will not view water as an integral
component of business strategy, investors would do well to assess
water risks in investment decisions and thereby derive comparative
advantage.

Stakeholder engagement can inform a water conscious investor
strategy. Investors may customise and adopt the four broad steps
of: assessing a company’s water profile; mapping water risks;
estimation of impacts on investment returns; and investment
decision-making. The probability and severity of the realisation
of these risks is closely tied in with stakeholder perceptions and
responses. Moreover, since significant components of water related
information in India is not easily available/accessible, anecdotal
information from key stakeholders can be useful in assessing water
risk.

Investing in water in India involves high stakes — the opportunity
is large, but the risk is significant. The Indian government is
ardently promoting investments in the water sector. The budgetary
allocation for irrigation as well as water and sanitation infrastructure
is increasing and stood at US$ 99 billion for the 2007-12 period.
The performance of the private sector in these two areas has been
mixed. Infrastructure and construction companies have benefitted
from the vast budgetary allocations to irrigation infrastructure.
However, private sector participation in India’s ailing water
utilities sector has been tepid. The Public Private Partnership (PPP)
model has met with limited success and been commonly dogged
by fundamental socio-economic issues of water rights and a
general unwillingness to pay higher water tariffs. Operation and
Maintenance (O&M) and provision of technology are likely to be the
primary areas where private sector participation will be prominent
in the water utilities sector in the near term. For increased and
more widespread private sector participation across utilities, the
market needs greater maturity aided by the confidence and trust
that a few water utility PPP success stories can bring.

Indian public and private water companies have begun to attract
investor interest. The Indian market already has a number of
domestic public and private companies that operate various
elements along the water value chain. Some of the larger companies
are often providers or constructors of water infrastructure. Asset
managers as well as Private Equity (PE) and Venture Capital (VC)
investors have begun to take positions in the sector.

Politics of water and agriculture across Indian states are worth
tracking. Agriculture is by far the most significant water user
in India and also holds the potential for the most impactful and
economically efficient reductions in water use. The current state



of vote-bank politics discourages this. However, some states have
initiated progressive measures in this regard. The importance of
progress on this single issue of allocation of free or highly subsidised
power to agriculture as well as other water related issues that are
determined at the state level must not be lost on investors. India
is not a monolith. While the health of its water systems is generally
poor across the country, prudent action on the part of some states
can result in significantly differentiated water risks across them.
Long-term investors would do well to inform themselves of how this
relative progress across the states impacts their portfolios.
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TERMS AND CONDITIONS
AND DISCLAIMER

Scope

These terms of use cover all Responsible Research publications including materials published electronically, via any Responsible
Research website or in the Asian Sustainability Rating and RepRisk emails sent by Responsible Research, as well as all hard copy
reports, briefings, scorecards and other publications, whether also provided via Responsible Research websites or not.
Disclaimer

While Responsible Research endeavours to ensure that the information in the Responsible Research Publications is correct,
Responsible Research will not be liable for any errors, inaccuracies or delays in content, or for any actions taken in reliance thereon.
Responsible Research may make changes to the material hosted on the Responsible Research websites at any time without notice.
Information hosted on the Responsible Research websites may be out of date, and Responsible Research makes no commitment
to update such material, though it will endeavour to do so to the extent that it is commercially practicable.

Responsible Research does not guarantee the accuracy of or endorse the views or opinions given by any third party content
provider. Though Responsible Research Publications may contain references and links to other publications and/or sources of
information, Responsible Research does not endorse or take responsibility for the content of such other publications and/or sources
- whether online or otherwise.

The information contained in the Responsible Research Publications is provided without any conditions, warranties or other terms
of any kind. Accordingly, and to the maximum extent permitted by law, the Responsible Research Publications are provided on the
basis that Responsible Research excludes all representations, warranties, conditions and other terms (including, without limitation,
the conditions implied by law of satisfactory quality, fitness for purpose and the use of reasonable care and skill) which but for this
legal notice might have effect in relation to this service.

Liability

Responsible Research excludes all liability and responsibility for any amount or kind of loss or damage that may result to users or
third parties (including without limitation, any direct, indirect, punitive or consequential loss or damages, or any loss of income,
profits, goodwill, data, contracts, use of money, or loss or damages arising from or connected in any way to business interruption,
and whether in tort (including without limitation negligence), contract or otherwise) in connection with the Responsible Research
Publications in any way or in connection with the use, inability to use or the results of use of the Responsible Research Publications,
any websites or sources linked to the Responsible Research Publications or the materials on such websites.

This exclusion of liability will include but not be limited to loss or damage due to viruses that may infect your computer equipment,
software, data or other property on account of your access to, use of, or browsing of the Responsible Research Publications or
your downloading of any material from the Responsible Research websites or any websites linked to the Responsible Research
Publications.

Redistribution

Except where detailed below, any republication or redistribution of the Responsible Research Publications or their content is
expressly prohibited without the prior written consent of Responsible Research.

Access

Where a company, individual or group of individuals (as indicated on the relevant contract and/or invoice) has paid a subscription
and/or fee in order to access any Responsible Research Publications, and unless otherwise indicated in writing by Responsible
Research, any username or password provided to that company, individual or group of individuals by Responsible Research is for
their sole and exclusive use and may not be shared with any other company, individual or group of individuals.

Where a company, individual or group of individuals has been granted free trial access to any Responsible Research Publications,
and unless indicated in writing by Responsible Research, any username or password provided to that company, individual or
groups of individuals by Responsible Research is for their sole and exclusive use and may not be shared with any other company,
individual or group of individuals

Use

All content of the Responsible Research Publications belongs to Responsible Research or its licensors. Responsible Research or
its licensors own all intellectual property rights (including copyright and database rights) in such content and any selection or
arrangement of such content.

Subscription

Where a company, individual or group of individuals has paid for a subscription to a Responsible Research Publication, that
company, individual or group of individuals (“Subscriber”) may use the material contained therein for their own internal business
processes and for internal training, communication and awareness-raising.

Subscribers may not incorporate any such content into any materials developed for external use without the written permission
of Responsible Research. Any internal or external materials prepared by Subscribers that incorporate Responsible Research
Publication content must clearly indicate Responsible Research as the source of that content.

Except as described above, you may not alter, reproduce, reprint, copy, sell, or otherwise transfer or use Responsible Research
Publication content without the express written permission of Responsible Research.

Trade marks

Unless otherwise agreed in writing with Responsible Research, nothing in these Terms of Use gives you a right to use any of
Responsible Research’s trade marks, trade names, logos, domain names, and other distinctive brand features.

Severability

If any provision of these Terms of Use is found to be contrary to law by a court of competent jurisdiction, such provision shall be
of no force or effect; but the remainder of these Terms of Use shall continue in full force and effect.

In certain cases, Responsible Research may apply alternative conditions of use on individual Subscribers (in a bespoke “Subscription
Agreements”). Where such a Subscription Agreement has been agreed in writing between Responsible Research and a Subscriber,
relevant provisions of the Subscription Agreement shall supersede individual provisions of these Terms of Use where they purport
to apply to the same or similar issues, rights and obligations. The remaining provisions of these Terms of Use that are left
unaffected by the provisions of the Subscription Agreement shall continue in full force and effect.

Governing Law and Jurisdiction

This legal notice shall be governed by and construed in accordance with Singapore law. Disputes arising in connection with this
legal notice shall be subject to the exclusive jurisdiction of the Singapore courts.
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