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Disclosure Statement: Sixth Annual Update

Operating Principles for Impact Management

Impact Fund Denmark (formerly Investeringsfonden for Udviklingslande or IFU), (“the
Signatory”) hereby affirms its status as a Signatory to the Operating Principles for
Impact Management (the “Impact Principles”). The Impact Principles provide a
reference point against which the impact management systems of funds and

institutions may be assessed. They draw on emerging best practices from a range of
asset managers, asset owners, asset allocators, and Development Finance Institutions.
These principles provide part of the framework Impact Fund Denmark uses in its impact
measurement and management approach.

This Disclosure Statement applies to the following assets (the “Covered Assets”) —
Impact Fund Denmark’s total portfolio, including:

a) IFDK own account and facilities — state capital and borrowing
b) IFDK managed funds with participation from private institutions (including IFDK
own share of the funds)

The value of the total covered assets managed in alignment with the Impact Principles
is DKK 13.935 billion (equivalent to USD 1.95 billion) as of 31 December 2024.

With this statement Impact Fund Denmark affirms that its core/client business, including
(a) impact management systems; (b) policies and practices; and (c) investment
services (including debt, equity, and guarantees) are managed in alignment with the
Impact Principles.

Soren Peter Andreasen
Deputy CEO

Eredericiagasde. 27 +4533 63 7500 CVR no. 23508612

Impact Fund Denmark 1310 Copenhagen K contact@mpactfund.dk
Denmark impactfund.dk
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Operating Principles for Impact Management

Impact Fund Denmark Annual Disclosure Statement 2025

Principle 1:

Define strategic impact objective(s), consistent with the investment strategy

The Manager shall define strategic impact objectives for the portfolio or fund to achieve positive and
measurable social or environmental effects, which are aligned with the Sustainable Development
Goals (SDGs), or other widely accepted goals. The impact intent does not need to be shared by the
investee. The Manager shall seek to ensure that the impact objectives and investment strategy are
consistent; that there is a credible basis for achieving the impact objectives through the investment
strategy; and that the scale and/or intensity of the intended portfolio impact is proportionate to the
size of the investment portfolio.

Background to Impact Fund Denmark (formerly IFU)

Impact Fund Denmark offers risk capital and advisory services in developing countries and emerging
markets. It is owned by the Danish government and has the overall legal mandate to further investments
that promote sustainable development in developing countries and contribute to the implementation of the
Sustainable Development Goals.

Impact Fund Denmark has two types of investments: 1) investments in investee companies in the form of
share capital and loans, and 2) investments in funds and financial institutions.

Impact Fund Denmark invests on commercial terms with the dual objective of achieving measurable,
positive development impact alongside risk-adjusted financial returns. Apart from Impact Fund Denmark’s
own capital, it is managing several investment funds on behalf of public and private investors, including
the Danish SDG Investment Funds | and Il established in 2018 and 2024, respectively, with the purpose
of investing in projects in developing countries supporting the Sustainable Development Goals. SDG Fund
| has a total committed capital of DKK 4.86 billion, equivalent to approximately USD 0.31 billion, of which
60% is from pension funds and private investors, and was fully invested in 2023. SDG Fund Il has secured
total committed capital of DKK 3 billion to date, with ongoing fundraising efforts aiming to increase this to
nearly DKK 5 billion.

Impact Fund Denmark’s strategic impact objectives

Impact Fund Denmark’s Board approved an investment strategy in October 2020, with the ambition to
position it as a best-in-class impact investor. Consequently, new investments are screened by a set of
impact priorities that steer investment selection based on the investments’ potential and ability to deliver
impact and assist developing countries in improving the livelihood of people without jeopardising global
sustainability. The two strategic impact priorities are contributing to 1) building a green economy (SDG 13
Climate Action) and 2) building a just and inclusive economy (SDG 10 Reduced Inequalities), while also
delivering on SDG 8 Decent work. Impact Fund Denmark’s investment strategy defines priorities related
to impact, sectors and countries, which are selected based on a combination of experience and track-
record, development needs, and how best to maximise additionality and the outcome of the investments.
Impact Fund Denmark’s investments are focused in four sector focus areas:
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e Sustainable food systems

e Healthcare

e Financial services

e Green energy & infrastructure

In addition, Impact Fund Denmark has defined climate and gender as cross-cutting priorities.

Impact Fund Denmark revised its climate policy in 2022 to increase ambition and specify targets towards
achieving a net-zero portfolio in 2040. It is committed to the transformational changes that the 1.5 °C
pathway of the Paris Agreement entails over the coming years, making its investment flows consistent with
a pathway towards net zero greenhouse gas (GHG) emissions and climate-resilient development. Impact
Fund Denmark has been assessing its’ portfolio GHG footprint since 2020, which includes scope 1, 2 and
3 emissions. The climate policy targets include that 50% of new direct investments must be eligible as
climate finance. The climate finance target of 50% has been achieved annual since 2021, and in 2024,
58% of new investments qualified as climate finance.

Promoting gender equality and contributing to SDG 5 is also a cross-cutting objective of Impact Fund
Denmark’s investments. To further step up this effort, it has joined the 2X Challenge launched by the
development finance institutions of the G7 countries in 2018. The aim is to advance opportunities for
women through enterprise support, leadership and career progression, quality employment and products,
as well as services that enhance women’s economic participation. In 2020, two gender-related targets
aligned to 2X investments were defined: 1) not less than 30% of the new investments each year must have
a gender focus, and 2) by the end of 2024, 40% of the portfolio should be 2X eligible or have plans to
become 2X eligible. The gender finance target of 40% has been achieved annually since 2021 and in 2024
50% of new investments contracted were 2X Challenge eligible.

SDG Contribution by Sector Focus Area

In addition to portfolio relevant priorities and targeted SDGs, individual investments may also contribute
directly to additional SDGs. See the overview below for details:

Sector Most relevant high-level SDGs Most relevant sector/investment
specific SDGs
Sustainable Food Systems SDG 5, 8,10 and 13 SDG 2,9, 12, 15
Healthcare SDG 5, 8 and 10 SDG 3
Financial Services SDG 5, 8 and 10 SDG 1,
Green Energy & Infrastructure SDG 8 and 13 SDG 6, 7,12

Operationalising impact management in Impact Fund Denmark

During 2022 Impact Fund Denmark developed a bespoke approach to impact management, to further
operationalise within the organisation. This approach includes the following key elements:

Clear mission, vision, purpose and intent
Tools, models and guidelines

Strong impact governance

Inclusive impact management

Clear impact additionality

Complete impact measurement
Ambitious impact targets

Integrated systems

Verified reporting and disclosure
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The above approach has been adopted from ongoing interactions with EDFI counterparts and Impact Fund
Denmark stakeholders and is based on the OECD-UNDP Impact Standards for Financing Sustainable
Development. Impact Fund Denmark has conducted a self-assessment on progress against each of the
above elements and disclosed this in its’ annual report 2024.

Principle 2:

Manage strategic impact on a portfolio basis

The Manager shall have a process to manage impact achievement on a portfolio basis. The objective
of the process is to establish and monitor impact performance for the whole portfolio, while recognizing
that impact may vary across individual investments in the portfolio. As part of the process, the Manager
shall consider aligning staff incentive systems with the achievement of impact, as well as with financial
performance.

Impact Fund Denmark has a clear process for integrating impact considerations throughout the investment
process and across the portfolio, which is outlined at a high-level in its’ Investment Strategy. This is applied
at an operational level through the Impact and ESG control framework. As indicated above, Impact Fund
Denmark is committed to a range of impact objectives, and in relation to climate change, gender, Africa
and poor and fragile states, investment targets have been established at portfolio level.

Investment targets adopted in 2023 are related to the ability to mobilise private capital towards impact
priorities, with respective targets of 50% for climate finance, 50% for investments contracted in Africa and
30% for investments contracted in poor and fragile states (qualifying own and directly mobilised investment
in relation to Impact Fund Denmark’s total own account investment in the year). The targets are monitored
over a 3-year rolling period starting in 2023. Baseline-indicated results for 2023 were 122%" for climate
finance, 46% for investments in Africa and 22% for investments in poor and fragile states. For the two-year
rolling average covering 2023 and 2024, results were 98% for climate finance, 48% for investments in
Africa, and 29% for investments in poor and fragile states.

Impact Fund Denmark’s portfolio impact management system is aligned to the investment strategy. The
elements of the impact management system, further described on the following pages, include initial impact
screening, impact analysis, impact creation planning with the investee company and other partners, and
impact monitoring during active ownership. The assessment of impact at exit is planned throughout the
investment process and reviewed during active ownership.

At portfolio level, Impact Fund Denmark applies a range of indicators, aligned with international standards
and agreed among European DFls. They include crosscutting indicators applicable to all investments and
sector-specific indicators for priority sectors. Impact performance is reported by companies and registered,
enabling the compilation of reports across the portfolio or for a selected part of the portfolio.

Portfolio sustainability and impact data is reported, collated and analysed through two key processes.
Firstly, investee companies are required to provide relevant data on a range of impact and ESG issues,
through an annual sustainability reporting process. The data is analysed and used to inform Impact Fund
Denmark’s annual reporting to senior management, board and in public disclosures. Secondly, investee
companies contracted from 2020 onward are required to provide an annual update on their agreed Results
Framework. For the SDG Fund, results data is aggregated and analysed and forms the foundation of the
Danish SDG Fund | Impact Report. Recent improvements to reporting systems facilitate a year-on-year

" Note: this result includes Impact Fund Denmark’s capital and private capital mobilised by Impact Fund Denmark’s investments,
hence exceeding 100%. Refer to last year’s IFU annual report 2023 (page 17) for further explanation.
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analysis of performance. Results data also inform semi-annual active ownership portfolio reviews of current
investments, whereby investment managers take stock of progress on a sample of investments and identify
follow-up actions with investee companies.

Additionally, to maintain overview of cross-cutting commitments to net zero emissions and gender lens
investments, Impact Fund Denmark continues to develop portfolio dashboard tracking tools, with a view to
steering towards pre-identified targets of cross-cutting commitments to net zero emission and gender lens
investments at portfolio level.

Consistent application of the approach is ensured internally through the Sustainability and Impact Team,
which is part of Impact Fund Denmark’s investment department. The team has the overall responsibility
for sustainability-related policies and managing sustainability topics. At investee level, the investment
professionals have responsibility for the impact management and providing advice, guidance and quality
assurance of the various steps and deliverables. Impact Fund Denmark’s impact and ESG control
framework describes the division of tasks and responsibilities through the investment cycle, related to
impact and ESG, between investment professionals and staff in the Sustainability and Impact Team.

Principle 3:

Establish the Manager’s contribution to the achievement of impact

The Manager shall seek to establish and document a credible narrative on its contribution to the
achievement of impact for each investment. Contributions can be made through one or more financial
and/or non-financial channels. The narrative should be stated in clear terms and supported, as much
as possible, by evidence.

Impact Fund Denmark’s mandate requires that its investments are additional beyond what would already
be available from the commercial finance sector. In line with OECD DAC definitions for additionality, Impact
Fund Denmark documents and tracks its additionality — and this forms the basis for establishing
contribution to overall impact.

Impact Fund Denmark has a consistent process in place to assess its financial and non-financial
contribution(s) to investee achievement of impact.

Firstly, the country targeted for an investment provides a good point of departure for ensuring investment
additionality. According to its mandate, Impact Fund Denmark can invest in all countries and territories
eligible to receive development assistance as defined by OECD DAC. Furthermore, investment targets
have been defined for Africa and for a group of poor and fragile countries.

Secondly, the financial and non-financial additionality is assessed at due diligence stage, based on
qualitative assessment of factors specific to the country contexts and to the individual investments. In 2024,
Impact Fund Denmark revised its approach to assessing financial additionality by developing a new tool to
assess financial additionality at the investment screening stage. This updated approach is now integrated
into Impact Fund Denmark’s overall assessment process, spanning the screening, due diligence, and exit
stages.

Thirdly Impact Fund Denmark’s non-financial additionality is achieved through its approach to active
ownership, ensuring active contributions to improve management, operations and ESG performance of
investees. Impact Creation Plans and Value Creation Plans (including an Environmental and Social Action
Plan, Business Integrity Action Plan and/or a Corporate Governance Action Plan) are developed together
with the investee company, which clarifies expectations on sustainability system development. This
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provides a means to track Impact Fund Denmark’s value-added which contributes to improved
performance of the company.

Finally, in specific cases, Impact Fund Denmark provides co-financing of technical assistance that
supports the impact and value creation, including capacity building in relation to impact and ESG
processes and functions of the investee. Over time, Impact Fund Denmark will seek to compile an
evidence-base and case studies for its contribution to investee impact, including the effect its technical
assistance facilities have on investee’s achievement of impact.

Principle 4:

Assess the expected impact of each investment, based on a systematic approach

For each investment the Manager shall assess, in advance and, where possible, quantify the concrete,
positive impact potential deriving from the investment. The assessment should use a suitable results
measurement framework that aims to answer these fundamental questions: (1) What is the intended
impact? (2) Who experiences the intended impact? (3) How significant is the intended impact? The
Manager shall also seek to assess the likelihood of achieving the investment’s expected impact. In
assessing the likelihood, the Manager shall identify the significant risk factors that could result in the
impact varying from ex-ante expectations.

In assessing the impact potential, the Manager shall seek evidence to assess the relative size of the
challenge addressed within the targeted geographical context. The Manager shall also consider
opportunities to increase the impact of the investment. Where possible and relevant for the Manager’s
strategic intent, the Manager may also consider indirect and systemic impacts. Indicators shall, to the
extent possible, be aligned with industry standards and follow best practice.

Impact Fund Denmark’s impact management system includes a systematic and stepwise ex-ante
assessment of the impact potential of each investment from identification to investment approval. The initial
screening of the investment opportunity is presented internally in a Gate 1 paper with a first assessment
of strategic alignment and the investment’s expected potential to deliver against Impact Fund Denmark’s
impact priorities.

As part of our commitment to rigorous impact management, Impact Fund Denmark embraces the five
dimensions of impact to guide our investment decision-making. These dimensions—(1) what is the scope
of the impact?, (2) who will benefit?, (3) what is the current need/gap with the beneficiary regarding the
impact area?, (4) what is the likelihood the impact will occur and can be measured?, and (5) how significant
is Impact Fund Denmark’s non-financial contribution in relation to each impact area?—are integrated into
our due diligence process. They inform structured discussions during investment assessment, underpin
the development of theories of change, and serve as a foundation for designing results frameworks that
define and track expected outcomes.

An impact theory of change is defined for all new investments and ensures clear visualisation and
articulation of impact pathways and assumptions of how the investment contributes to achieving the impact
priorities of supporting the building of a green, just and/or inclusive economy, including alignment with SDG
Goals.

Subsequently, and as part of tracking impact performance, pertinent indicators are selected for each
impact area. This forms the basis of a Results Framework agreed between the investee and Impact Fund
Denmark, including baseline and annual targets for each impact indicator. Impact Fund Denmark has a
set of standard indicators at portfolio, sector and investee levels to help ensure consistency and
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comparability across investments, facilitating aggregation at portfolio level where feasible. To strengthen
the robustness and comparability of its impact measurement, Impact Fund Denmark draws on leading
global and institutional frameworks, including IRIS+, HIPSO, the Joint Impact Model (JIM), the SFDR
Principal Adverse Impact (PAl) indicators, OPSYS (EU Monitoring System), and 2X Challenge indicators.

The results of the final impact analysis are presented at binding commitment stage to Impact Fund
Denmark’s investment committee and, for larger investments, also to the board, which together take the
overall responsibility and final decision to finance the investment.

To further strengthen the approach to impact assessment, in 2024 Impact Fund Denmark completed two
workstreams to align its’ sustainability framework with EU sustainable finance legislation definitions and
approaches. These are now being piloted in our approach, while further adjustments are expected in light
of the on-going reviews of EU regulations.

Firstly, Impact Fund Denmark has further developed its sustainability framework to facilitate a holistic
approach to reporting in terms of sustainability and help drive and evidence positive environmental and
social outcomes. Impact Fund Denmark uses the three-layered definition for sustainable investments,
being that investments must 1) demonstrate a substantial environmental and/or social contribution, 2)
ensure no significant harm occurs across the remaining and defined environmental and social objectives,
and 3) the protection of minimum social safeguards must also be ensured through ensuring investments
effectively manage human rights and governance risks in alignment with the UN Guiding Principles on
Business and Human Rights and the OECD Guidelines for Multi-national Enterprises. This is consistent
with both the EU taxonomy and the Sustainable Finance Disclosure Regulation. To apply this approach
outside of the EU, Impact Fund Denmark has adopted an equivalence approach, through establishing
equivalents to the Do No Significant Harm criteria in the EU taxonomy, in the form of the IFC Performance
Standards, thus ensuring international application and allowance for a transition approach. This approach
is embedded into Impact Fund Denmark’s definition of sustainability and rolled out into internal
management systems.

Secondly, Impact Fund Denmark has finalised its’ double materiality assessment, as a step towards
piloting alignment with the EU Corporate Sustainability Reporting Directive (CSRD) requirements in its
annual reporting. Impact Fund Denmark solicited expertise from a recognised technical and international
consulting group and included value chain considerations in the form of investee company activities. This
is due to the fact that the majority of materiality lies within the investment portfolio. The granular nature of
the Impact Fund Denmark assessment at sub-sector level allows more accurate insight on the material
risks and opportunities for each sub-sector in the portfolio. The results of the double materiality assessment
show that all topics under the EU Sustainability Reporting Standards are material to Impact Fund Denmark.
With the introduction of the EU Omnibus proposal to simplify sustainability reporting, it is almost certain
that Impact Fund Denmark will no longer fall in scope of CSRD. As a result, various sustainability reporting
options are being considered, including the use of alternative credible international reporting frameworks.
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Principle 5:

Assess, address, monitor, and manage potential negative impacts of each investment
For each investment the Manager shall seek, as part of a systematic and documented process, to
identify and avoid, and if avoidance is not possible, mitigate and manage Environmental, Social and
Governance (ESG) risks. Where appropriate, the Manager shall engage with the investee to seek its
commitment to take action to address potential gaps in current investee systems, processes, and
standards, using an approach aligned with good international industry practice. As part of portfolio
management, the Manager shall monitor investees’ ESG risk and performance, and where
appropriate, engage with the investee to address gaps and unexpected events.

Managing environmental, social and governance (ESG) risk (as related to related to negative impact) is an
integral part of the investment process across all types of investments. Impact Fund Denmark has in 2024
updated its sustainability policy in the form of the sustainable investment policy to align with EU legislative
definitions and approaches. Furthermore, Impact Fund Denmark has developed and is in the process of
updating underlying sustainability-related policies, for example on climate, human rights and gender
equality. These policies further explain how it implements responsible business conduct measures in
relation to global sustainability challenges. All policies are based upon and aligned with international UN,
ILO and OECD conventions, declarations, agreements and principles for sustainable development.

Impact Fund Denmark initially screens investment opportunities against the exclusion list, which is based
on the EDFI exclusion list and furthermore incorporates Impact Fund Denmark’s climate policy
commitments. In the investment process, Impact Fund Denmark assesses and approves investments
according to a gradually increased engagement level passing several approval stages, which ensure that
potential negative impacts of each investment are identified, avoided, mitigated, managed and monitored,
according to the IFC’s mitigation hierarchy.

Environmental and Social (E&S), Business Integrity (Bl) and Corporate Governance (CG) screening are
performed in parallel, coordinated workstreams. As regards E&S risk, in initial stages of the investment
preparation process, Impact Fund Denmark screens potential investments against the investment-related
sustainability risks and impacts to be assessed during the due diligence phase. For E&S risks, Impact
Fund Denmark uses the E&S risk categories A, B+, B and C, as defined by the Association for European
Development Finance Institutions (EDFI). Impact Fund Denmark also evaluates the investee’s track
record, commitment and capability to manage sustainability issues. As regards BI/CG topics, Impact Fund
Denmark uses its Business Integrity Toolbox and Corporate Governance toolkit to screen investments and
key persons for business integrity and corporate governance risks. The purpose of this screening is
twofold: to identify issues that could cause Impact Fund Denmark to choose to withdraw from the
investment, and to support the scoping and design of business integrity and corporate governance
assessment during the due diligence phase. This is especially relevant for fund investments and for
greenfield investments where organisational management systems may still need to be established.

Based on the E&S categorisation, the due diligence phase includes an assessment of sustainability risks,
impacts and mitigation measures related to the specific investment. E&S due diligence is the responsibility
of the investment professionals in low-risk investments (category B and C), whereas the Sustainability and
Impact Team is responsible for assessing high-risk investments (category A and B+).
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Impact Fund Denmark also conducts a human rights impact risk assessment and a GHG emissions
assessment (including scopes 1, 2 and 3, as well as avoided emissions) on all investments with a view to
assessing potential negative impacts and establish a baseline that informs both risk mitigation, value
creation and monitoring during the investment period.

Business Integrity due diligence consists of adverse information and background checks on key parties,
entities, and business partners, a Bl risk assessment of the business model, and an assessment of the
potential investment’'s management framework for business integrity issues. Should the need for enhanced
due diligence have been identified in screening, a deep-dive assessment on particular topics or key
persons will also be performed or commissioned. Investment professionals perform a deeper corporate
governance assessment using the Corporate Governance toolkit. Areas for risk mitigation and value
creation that are identified will be included in a Business Integrity and/or Corporate Governance Action
Plan.

For high-risk investments (A and B+), Impact Fund Denmark ensures that an Environmental and Social
Impact Assessment (ESIA) is conducted where required by the authorities. In addition, Impact Fund
Denmark initiates an Environmental and Social Due Diligence against the IFC Performance Standards and
the related IFC Environmental, Health, & Safety (EHS) Guidelines.

In greenfield investments with a construction phase, Impact Fund Denmark also focuses on special risk
and impact during construction. This could include occupational, health and safety risks, issues related to
land ownership and land use, as well as impacts on the local community. For the less risky investments (B
and C), it may be relevant to apply other international standards like ISO 14001, OHSAS 18001 and SA
8000. Agribusiness investments are required to use Danish standards regarding animal welfare and slurry
management as a baseline.

Ensuring that all direct and indirect investments meet relevant standards, particularly IFC Performance
Standards and EHS Guidelines, means that each investment has to demonstrate relevant willingness
and/or capacity and practices in implementing ESG risk management systems to ensure ongoing risk
identification and mitigation of current and future risks. Where gaps are identified, an action plan (ESAP,
BIAP and/or CGAP) is agreed with each investee company prior to investment, which ensures that relevant
capacities and actions are put in place as soon as possible post-investment. Through its grant mechanism,
the Sustainability Facility, Impact Fund Denmark provides technical assistance on a case-by-case basis to
portfolio companies to support the implementation of actions plans or related sustainability system
requirements.

Tracking of implementation of actions plans is achieved in 2 ways:

Firstly, Impact Fund Denmark conducts semi-annual ‘Active Ownership’ reviews on a selection of its
portfolio companies with a particular focus on newer, larger, and higher-value investments. These reviews
highlight both areas of progress and challenges requiring attention. Secondly, all investment companies
are required to submit a sustainability report to Impact Fund Denmark, where their policies and
performance are registered. The sustainability report includes reporting on numerous datapoints, including
datapoints relevant for tracking potential negative impacts, such as internal and external grievance
reporting. Impact Fund Denmark is continually implementing improvements to sustainability data
management and reporting, to improve collation, aggregation and analysis of trends. In higher risk cases,
or where it is necessary, Impact Fund Denmark also conducts site visits to high priority investments to
assess challenges being experienced and identify areas that require attention. For some high-risk
investments, site visits include stakeholder identification and engagement.

Additionally, Impact Fund Denmark has in 2024 established an ESG incident register, where all material
ESG incidents reported by the portfolio companies are reviewed, documented and monitored as
appropriate. As guidance, Impact Fund Denmark developed ESG Incident Reporting Instructions to guide
investment professionals. The instructions define thresholds for escalation of material ESG incidents to


https://www.ifc.org/en/insights-reports/2012/publications-handbook-pps
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/policies-standards/ehs-guidelines
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the Investigations Oversight Committee (I0OC). The IOC monitors escalated incidents and provides advice
as necessary, and updates the Impact Fund Denmark Board wherever it is deemed relevant.

Principle 6:

Monitor the progress of each investment in achieving impact against expectations
and respond appropriately

The Manager shall use the results framework (referenced in Principle 4) to monitor progress toward
the achievement of positive impacts in comparison to the expected impact for each investment.
Progress shall be monitored using a predefined process for sharing performance data with the
investee. To the best extent possible, this shall outline how often data will be collected; the method
for data collection; data sources; responsibilities for data collection; and how, and to whom, data will
be reported. When monitoring indicates that the investment is no longer expected to achieve its
intended impacts, the manager shall seek to pursue appropriate action. The Manager shall also seek
to use the results framework to capture investment outcomes.

Ongoing investment and portfolio monitoring

As outlined under principle 4, indicators are selected and agreed with investee companies to monitor
performance during the investment period and (from 2020) included in a Results Framework for each
investment. For each indicator, a baseline value is indicated by the investee company and annual targets
are agreed. The indicators are mostly output indicators, and where possible outcome indicators. The
Results Framework is subsequently included in the investment agreement.

Investment companies report annually on the indicators in their Results Framework. With baseline data
and targets established from the start of the investment it is possible to compare actual achievements
against the anticipated achievements of the investment company. In addition to the investment specific
indicators reported on the basis of the Results Framework (initiated in 2020 for all new investments), a
number of indicators are collected for all investments and aggregated at portfolio level, which allows
portfolio-level analysis of trends, strengths and weaknesses in the portfolio. As referenced under principle
2, Impact Fund Denmark is currently investing in development of portfolio dashboards to support more
effective impact monitoring and management. In parallel, a comprehensive data platform to track and
consolidate annual sustainability reports, results frameworks and investee action plans is being
established. This platform will enhance our ability to assess progress, ensure accountability, and inform
strategic decision-making across the portfolio.

Additional evaluation

As highlighted by the independent verification?, Impact Fund Denmark could further align to Principle 6 by
developing a clear protocol on how to effectively use its resources for outcomes monitoring. In response,
Impact Fund Denmark has initiated the development of a comprehensive monitoring and evaluation (M&E)
strategy. The strategy will provide a structured framework for tracking, analysing, and learning from Impact
Fund Denmark’s impact across its portfolio. It will also distinguish between outputs directly attributable to
investee activities and broader outcomes and impacts that reflect the long-term goals of Impact Fund
Denmark. Impact Fund Denmark recognizes that outcome-level impact cannot be fully captured through
investee reporting alone. As such, Impact Fund Denmark identifies potential thematic, sectoral, regional,
and investment-level evaluations to gain a more comprehensive understanding of impact. As part of this

2 Bluemark was engaged in 2024 to independently verify the alignment of Impact Fund Denmark’s impact management practices
with the Operating Principles for Impact Management.

10
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effort, a dedicated budget has recently been set aside under the new Africa Facility to conduct both mid-
term and final evaluations of the facility and its portfolio of investments. These evaluations will assess not
only the effectiveness and efficiency of the interventions but also their relevance, sustainability, and
contribution to broader development goals. Additionally, Impact Fund Denmark is financing a targeted
evaluation study to measure the impacts of one of its Green Energy & Infrastructure investments, which
aims to improve access to safe and affordable drinking water for underserved populations across Africa,
Asia, and Latin America. This study will employ a mixed-methods approach, combining quantitative and
qualitative data, and is expected to generate actionable insights that can inform future investment decisions
and strengthen the Impact Fund Denmark’s impact measurement framework.

Agreeing a Results Framework with each investee company provides Impact Fund Denmark with a tool to
support active ownership of the investments and suggest corrective action if the expected development
effects are not produced. This is facilitated through Impact Fund Denmark’s semi-annual active ownership
reviews, which take stock of current progress on a sample of priority investments across the Impact Fund
Denmark portfolio. Impact Fund Denmark is an active investor and is represented at board level in most
equity investments. As necessary, and in many cases, Impact Fund Denmark has the possibility to respond
through its board membership to directly influence impact performance issues. When decisions on
necessary changes in on-going investments are made, this is discussed in the Impact Fund Denmark
Investment Committee.

Principle 7:

Conduct exits considering the effect on sustained impact

When conducting an exit, the Manager shall, in good faith and consistent with its fiduciary concerns,
consider the effect which the timing, structure, and process of its exit will have on the sustainability of
the impact.

Exit decisions regarding all equity investments made after 2020 are based both on impact and financial
considerations of the investee. Debt investments are usually self-liquidating and do normally not involve
an active decision to exit. At exit, an Investment Completion Report is prepared for each investment and
presented in Impact Fund Denmark’s Investment Committee.

The Investment Completion Report has been revised and applied from 2024 to improve the evaluation of
impact and learning at exit. As recommended by the independent verification, Impact Fund Denmark could
ensure the Investment Completion Report templates explicitly include and assessment of the likelihood
that impact will be sustained post-exit. In response, Impact Fund Denmark has initiated a review of the
approach to Responsible Exits to guide exit planning and ensure long-term impact sustainability. This
approach aims to ensure that exits do not compromise the sustainability of impact created during the
investment period.

11
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Principle 8:

Review, document, and improve decisions and processes based on the achievement
of impact and lessons learned

The Manager shall review and document the impact performance of each investment, compare the
expected and actual impact, and other positive and negative impacts, and use these findings to
improve operational and strategic investment decisions, as well as management processes.

The development impact of all Impact Fund Denmark investments is assessed, planned and monitored as
described above. Performance of all investments at portfolio level are reported in Impact Fund Denmark’s
annual report, based on sustainability reporting data. For SDG Fund investments, an annual impact report
summarizes annual performance at portfolio level based on results reporting from SDG Fund investments.
Since this has now been undertaken for several years, year-on-year analysis is now included in the IFU
Annual Report 2024.

The duration of an investment period is typically 5-8 years. Lessons learned from each investment are
discussed on an ongoing basis with investment teams, documented in the Investment Completion Report
and also discussed in Investment Committee meetings. The enhanced emphasis on collecting data on
impact performance compared to expectations, will allow for better analysis across investments and priority
sectors, which can feed into future strategy work and the ex-ante impact assessment tools.

As underscored by the independent verification, to further strengthen learning and strategic alignment,
Impact Fund Denmark plans to incorporate a learning framework in its Monitoring and Evaluation Strategy.
This will ensure that reviews and learnings from individual investments are systematically documented at
the sector and/or portfolio level. It will be relevant to define learning objectives for each review to ensure
that findings are actively used to improve operational and management processes, as well as the
refinement of the impact strategy and impact management system.

As detailed under principle 6, Impact Fund Denmark will continue to promote learning by engaging in
evaluations and impact studies to supplement investee company reporting. Such studies are envisaged to
be undertaken at thematic, sector or country level, primarily for learning purposes.

Principle 9:

Publicly disclose alignment with the Impact Principles and provide regular
independent verification of the alignment

The Manager shall publicly disclose, on an annual basis, the alignment of its impact management
systems with the Impact Principles and, at regular intervals, arrange for independent verification of
this alignment. The conclusions of this verification report shall also be publicly disclosed. These
disclosures are subject to fiduciary and regulatory concerns.
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This Disclosure Statement re-affirms the alignment of Impact Fund Denmark’s processes, procedures and
systems with the Impact Principles, and will continue to be updated annually in line with the Impact
Principles.

As reflected in this disclosure statement, Impact Fund Denmark continues to take initiatives to strengthen
further the impact management and measurement, some of which have not fully matured yet. It therefore
also shows the evolution taking place and the ambitious agenda for the coming years.

In 2024 Impact Fund Denmark engaged Bluemark, a Tideline company, to independently verify the
alignment of Impact Fund Denmark’s impact management practices with the Operating Principles for
Impact Management. Bluemark’s assessment findings cover both areas of strength and areas for
improvement, as reflected in the Verifier Statement. Based on the verification, IFDK has been included on
Bluemark’s leaderboard, which features 15 asset managers globally recognized as leading impact
investors. Impact Fund Denmark is likely to contract its next independent verification in 2026.

Bluemark is a leading provider of impact intelligence and independent verification for the sustainable and
impact investing market, who use decades of experience to strengthen trust in the market and improve
accountability for impact. Bluemark offers an extensive team of experienced impact specialists and outside
advisors and is a recognised international service-provider that understands DFIs and impact investing in
emerging markets. Bluemark’s headquarter address is 915 Battery St, San Francisco, CA 94111, USA.

Disclaimer

The information contained in this Disclosure Statement has not been verified or endorsed by the Global Impact Investing Network (“the GIIN”) or the Secretariat or
Advisory Board. All statements and/or opinions expressed in these materials are solely the responsibility of the person or entity providing such materials and do not
reflect the opinion of the GIIN. The GIIN shall not be responsible for any loss, claim or liability that the person or entity publishing this Disclosure Statement or its
investors, Affiliates (as defined below), advisers, employees or agents, or any other third party, may suffer or incur in relation to this Disclosure Statement or the
impact investing principles to which it relates. For purposes hereof, “Affiliate” shall mean any individual, entity or other enterprise or organization controlling,
controlled by, or under common control with the Signatory.
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