
Environment, Social & 
Governance

PRINCIPLES & PRACTICE

Ensuring sustainable life and business is created 
for generations to come



ESG
Businesses have a responsibility to ensure that they operate by a set of 
philosophies that have a positive impact on people and the planet – through 
Environmental, Social and Governance (ESG). 

The concept of ESG grew from investment philosophies based firstly on 
sustainability and then included socially responsible investment. From the bid 
to screen out and exclude businesses based on ESG concerns, this has moved 
toward favouring companies that are making a positive contribution by 
treating environmental and social issues as core elements of strategic 
positioning. 

In this way, investment firms like Paragon can make a tangible difference to the 
way in which businesses operate and the attitude of businesses towards ESG 
elements. 

As investors, suppliers, manufacturers, government departments and everyday 
trading companies become more environmentally and socially aware, they are 
increasingly looking at only doing business with companies that are conscious 
of ESG and that incorporate them into their business policies, values and 
operations. Companies that don’t adhere to the ESG concept will face the risk 
of reduced or no business over the long term.  

OVERVIEW



UNPACKING THE CORE

GOVERNANCE
This is the overriding way in which the Environment and 
Social elements are governed, covering corporate board 
composition and structure, strategic sustainability oversight 
and compliance, executive compensation, political 
contributions and lobbying, bribery and corruption.

ENVIRONMENTAL
This speaks to the stewardship of nature – consideration is 
given to a company’s impact regarding energy efficiency, 
carbon footprint, greenhouse gas emissions, deforestation, 
biodiversity, climate change and pollution mitigation, waste 
management and water usage.

SOCIAL
The social elements addresses the management of 
relationships between the company, its employees, 
suppliers, customers and the communities in which it 
operates. The elements considered within social are labour 
standards, wages and benefits, workplace and board 
diversity, racial justice, pay equity, human rights, talent 
management, community relations, privacy and data 
protection, health and safety, supply-chain management and 
other human capital and social justice issues.

ESG



BENEFITS OF ESG

There are numerous benefits of ESG that go beyond mere compliance. 

Stimulation of top line growth | Permissions or licence applications are usually looked 

upon more favourably by Governmental bodies when a company embraces ESG principals; 

this makes expanding or accessing new markets easier. In addition, today’s savvy customers 

are more inclined to engage with and pay for products and services from companies that 

are transparently sustainable.

Reduction of cost | Reduction in energy usage, spillage and the use of green raw materials 

can lead to lower operating expenses as well as reducing carbon footprint. By switching to 

green production methods, companies can at the same time introduce new efficiencies, 

lowering future costs. Additionally, reducing water usage, recycling waste material and re-

using materials saves money and can create an additional income stream through waste 

sales to recycling plants. All this positively impacts the bottom line. 

Minimization of regulatory and legal interventions | All industries are regulated – by 

transparently sharing ESG elements, companies can expect to see decreasing regulatory 

pressure, leading to greater strategic freedom. Proper governance will lead to lower 

incidences of bribery and corruption, as well as back lash from social and consumer 

protesting over unsafe or non-environmentally friendly products and services. 

Talent attraction and increase in employee productivity | Millennials, the largest working 

population group at present, want to work for companies committed to the same values and ethics 

they have – strong corporate social responsibility is high on the list of priorities for many of the 

workforce. Additionally, companies with an overarching ESG priority gives employees a greater sense 

of purpose; while inversely, ignoring ESG elements may result in reduced productivity due to strikes 

or labour-union driven strikes. Overall, companies that are seen to care about ESG elements are also 

seen as caring employees – thus attracting talent. 

Optimization of investment and lower cost of capital | Investments in sustainable assets lead to 

better return on investment – this is because a focus on ESG usually leads to an improvement in the 

production process (waste and energy use reduction, etc). Additionally, the decommissioning of 

potentially harmful assets that could lead to environmental issues such as pollution or excessive 

carbon emissions is mitigated through a focus on ESG. 

Billions of Rands of investments are being allocated to ESG 

compliant entities. The upshot is that companies that rate high on 

ESG elements are more likely to have access to funding as well as 

benefit from a lower cost of capital. 

ESG



Businesses that can envision and seize the opportunities 
linked to becoming environmentally ’greener’, socially 
equitable and ethically responsible are undoubtedly 
tomorrow’s winners. ESG spells opportunities, especially for 
smaller companies. 

Paragon, as a leader in the SME finance industry, is committed to working with 
its clients, investors and trading partners in improving ESG standards and 
practices within our industry and communities. 

In this regard Paragon has a detailed and summary compliance checklist to 
assist clients with evaluating their ESG positions as well as have trading 
partners and mechanisms to assist clients in helping formulate ESG plans to 
augment their businesses and company strategies. 

OPENING DOORS ESG



CHECK LISTS
NO. Environmental Commitment to good environmental practices Notes

E1

Compliance with local 

environmental laws & 

risk management

Does the company comply with all relevant local 

environmental laws?

Was the company ever issued a fine or had any of its 

licences revoked because of non-compliance with 

local laws and regulations? 

What processes are in place to assess environmental 

risks arising from its operations and what 

mitigates/controls are in place?

E2

Emissions Does the company emit any excessive or illegal gas 

emissions?

Does the company take any action to reduce 

greenhouse gas emissions? If yes, how does the 

company offset carbon emissions?

E3

Energy consumption Does the company utilize high levels of fossil fuels 

(coal and unpurified fuels) in its business activities? 

Has the company planned or taken any measures to 

reduce or optimize its energy consumption? If yes, 

please explain.

E5

Waste management & 

recycling

Does the company produce hazardous waste and 

how is this disposed?

Has the company planned or taken any measures to 

reduce or optimize its waste consumption? If yes, 

please explain.

E6

Water stewardship Does the company utilize high volumes of water as a 

core resource in its business products/services?

Has the company taken any measures to reduce or 

optimize its water consumption? If yes, please 

explain.

NO. Social Labour & Working Conditions Notes

S1

Compliance with all 

local labour laws, 

standards and 

regulations?

Does the company comply with all relevant 

local labour laws? 

Was the company ever issued a fine or had any 

of its licences revoked because of non-

compliance with local laws and regulations? 

S2

Human resources, 

Minimum wage 

and Discrimination

Does the company adhere to the local or 

industry minimum wage standards? 

Does the company have a non-discriminatory 

policy with respect to gender, race, colour, 

disability, political opinion, sexual orientation, 

age, religion, social or ethnic origin or HIV 

status?

Does the company have employment contracts 

for its employees including a human resources 

policy advising them of their rights and 

conditions of employment?

S6

Health & Safety Does the company comply with all relevant 

local health and safety laws, standards and 

regulations? 

Was the company ever issued a fine or had any 

of its licences revoked because of non-

compliance with local laws and regulations?

S7

Community health 

& safety

Are there any health and safety risks for local 

communities or consumers associated with the 

company’s operations or products?
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CHECK LISTS [cont.]

NO. Governance Commitment to good corporate governance Notes

G1

Commitment to good 

corporate governance

Does the company have a corporate governance code and/or 

policies?

G2

Composition of Board and 

Independence

Does the board have an independent non-executive director as 

chairman, or a Lead Independent Director?

What is the composition of the board? Provide list of names and 

titles?

Are any of the directors material shareholders of the company 

(own more than 10% of the shares)?

G3

Audit, Risk & Sub-committees Does the company have an audit committee? If yes, is the 

committee chaired by an independent member?

What other subcommittees are in place such as risk, social, ethics, 

and remuneration committees. Provide a list of names and 

whether members are executive or non-executive. 

G4

External Audit How long have the existing auditors been in engagement?

Is there a rotation in partners?

If yes, then please stipulate previous partners and when the new 

one came into effect.

G5

Material Matters During the last 24 months has the company had to report to the 

regulator, exchange or SARS on any material matters.
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REQUIREMENTS & EXCLUSIONS

As a key policy, in dealing with its clients Paragon requires 

that each of its clients ensure:  

▪ Full compliance with environmental and social 

national and local laws, regulations and standards 

(including where applicable, IFC Performance 

Standards and EHS Guidelines), and South African 

legislation.

▪ Not to enter into or continue, business relationships, 

with specially designated nationals or blocked 

persons maintained on the relevant lists by the 

United Nations, the European Union or South Africa.

▪ None of the client’s operations, activities including 

the funds to be utilised under any Paragon loan is (or 

will be) used for drug trafficking, corruption, bribery, 

organised crime and terrorism. 

▪ Compliance with Paragon’s list of Excluded Activities.

Paragon will not engage with clients or businesses that are involved in any activity, 

production, use, distribution, business or trade involving: 

1. Forced labor or child labor.

2. Activities or materials deemed illegal under host country laws or regulations or 

international conventions and agreements, or subject to international phase-outs or 

bans, such as:

▪ Ozone depleting substances, PCBs (Polychlorinated Biphenyls) and other 

specific, hazardous pharmaceuticals, pesticides/herbicides or chemicals;

▪ Wildlife or products regulated under the Convention on International Trade in 

Endangered Species or Wild Fauna and Flora (CITES); or

▪ Unsustainable fishing methods (e.g. blast fishing and drift net fishing in the 

marine environment using nets in excess of 2.5 km in length).

3. Destruction of High Conservation Value areas

4. Radioactive materials and unbounded asbestos fibres.

5. Pornography and/or prostitution.

6. Racist and/or anti-democratic media.

7. In the event that any of these following products form a substantial part of a project’s 

primary financed business activities:

▪ Weapons and ammunitions.
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