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Scope

This charter lays down the responsibilities of the audit and risk committee of Impact Fund
Denmark. The committee serves as a preparatory committee to the Board in matters relating to
audit, financial risk, non-financial risk and compliance, including the financial reporting process,
internal controls, the statutory audit and matters relating to the external auditor. The committee
shall review and endorse material for the Board within its area of responsibility, including relevant
policies.

With respect to risk management and compliance oversight, the committee shall assist the Board
by (i) monitoring at an overall level the implementation of the risk profile and risk appetite adopted
by the Board throughout the organisation, (ii) reviewing reporting from the risk management and
compliance functions, and (iii) reviewing and recommending risk-mitigating measures on the
basis of risk analyses, impact assessments and risk events.

The committee prepares matters for decision by the full Board only, and its existence must not
result in material information being reserved to the committee alone.

Members

The committee consists of no fewer than three members of the Board, the majority of whom shall
be independent. The chair of the Board may not also serve as chair of the Audit and risk
committee.

The committee shall, as a whole, have the requisite experience, knowledge, qualifications and
competencies concerning audit, risk management and compliance and control practices, required
to understand and monitor Impact Fund Denmark’s risks.

Meetings and governing principles

Meetings are held as often as the chair considers necessary, subject to a minimum of four
meetings per year. Committee meetings shall generally take place prior to a Board meeting, and
the minutes and any relevant recommendations shall be submitted to the Board at the next Board
meeting. Any committee member, the CRO, the Head of Compliance, or the external auditor may
request a meeting of the committee.

At each meeting, the committee shall set aside time for discussions without the participation of
the executive management group or other meeting attendees. At meetings where the external
auditor is present, the committee shall also set aside time for separate discussions with the
external auditor without the participation of management.

The CRO and Head of Compliance shall present the regular reporting within the CRO’s and Head
of Compliance’s respective areas of responsibility to the committee and the Board. The CCO shall
recuse himself during the presentation and deliberations of matters relating to sales and investor
relations. Dismissal of the CRO and the Head of Compliance shall be subject to approval by the
Board upon recommendation from the committee.

The chair of the committee has the discretion to invite other employees than the committee
members and other subject matter experts to the committee meetings if deemed relevant.



Members of the executive management group shall attend meetings of the committee unless the
committee determines otherwise.

The secretary to the committee shall prepare the agenda under the supervision of the chair and in
consultation with the Deputy CEO. The agenda together with relevant pre-reading material shall
be circulated to the committee members five business days in advance of the committee meeting.

The committee follows the quorum and resolution requirements of the Board.

The secretary to the committee shall prepare and circulate minutes of the meetings within a
reasonable period. The minutes shall be approved and signed by the committee members and
submitted to the Board at the next Board meeting. The chair of the committee may provide an oral
report to the Board on relevant matters as appropriate.

The committee’s meetings and materials are subject to the same confidentiality obligations as
those applicable to the Board’s work at Impact Fund Denmark.

Objective and tasks of the committee

The committee shall support the Board in overseeing financial reporting, risk management and
compliance. In particular, the committee shall:

Financial reporting and audit

1. Review the annual financial statements, sustainability reporting, significant accounting
principles and estimates, and related reporting from the external auditor before submission to
the Board.

2. Review models and methods for the purpose of financial reporting, including annually
reviewing valuation models, valuation principles, methodologies and related reports.

3. Review and discuss with the external auditor and, where relevant, the executive management
group (a) the audit strategy and key risk areas before the audit is carried out, (b) the results of
the audit, including audit protocols and significant observations, (c) any corrected and
uncorrected misstatements, and (d) management’s follow-up on recommendations from the
external auditor.

4. Review and make recommendations to the Board on matters relating to the appointment,
independence and remuneration of the external auditor, including level and composition of
audit fees. The committee shall oversee the process relating to the appointment of the
external auditor.

Risk management and liquidity

5. Oversee the organisation’s key risks and the internal control and risk management framework,
including: (a) assessing whether the framework is effective and appropriately supports the
implementation of the Board-approved risk appetite; (b) ensuring that the risk management
function has an appropriate structure, positioning, resources and independence; and (c)
ensuring that the necessary risk policies and guidelines are in place and followed.
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Review risk reporting, including developments in the risk profile against the adopted risk
appetite, significant risk events and operational incidents, the status of risk-mitigating
measures, and top risks, including portfolio credit quality, foreign exchange and concentration
exposures, and ESG and impact risks.

Review reporting on capital structure, liquidity and stress testing, and annually assess the
capital plan and liquidity preparedness.

In the credit area, annually review back-testing and validation of the internal credit risk model,
including relevant credit stress testing.

Assess the procedures and management guidelines for the identification, reporting, mitigation
and prevention of operational incidents and operational risks.

Review reporting on breaches of Board-approved policies and limits, and assess
management’s proposed follow-up where relevant.

Compliance and information security

Review reporting from the compliance function and make recommendations to the Board as
relevant, including on the compliance function’s structure, positioning, resources and
independence, material authority communications or recommendations, and material
compliance matters relating to AML/KYC, sanctions and other relevant legal and regulatory
requirements.

Review reporting on information security, IT resilience and cyber risks, including the status of
contingency and business continuity testing.

Internal audit

Annually assess the need for an internal audit function and, if established, oversee its
independence, work plan, resources and findings.

The committee may consider and address other matters than the above relating to audit, financial
reporting, internal controls, financial risk, non-financial risk and compliance as it deems relevant or
as requested by the Board.

This charter shall be reviewed, updated and approved by the Board annually. Any member of the
Board may propose amendments.

This charter replaces the charter adopted 22 June 2023.
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Signed electronically by the Board of Directors



