Disclosure Statement
Operating Principles for
Impact Management

April 10, 2020

Since April 2019, FinDev Canada is a signatory to the Operating Principles for
Impact Management (the Principles). The Principles provide a reference point
against which the impact management systems of funds and institutions may be
assessed.

This Disclosure Statement confirms that FinDev Canada's investments are
managed in alignment with the Principles. Total assets under management in
alignment with the Principles is USD$ 142 million as of December 31, 2019.
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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.

9 FinDev Canada was launched in 2018 as Canada's bilateral development
finance institution (DFI) to help bridge the financing gap in emerging and
frontier markets and to complete Canada's range of international assistance
tools and programs. We provide financial solutions to private sector entities
to foster inclusive and sustainable economic growth across Sub-Saharan
Africa, Latin America and the Caribbean.

<9 To deliver on our mission, we built a Development Impact Framework?
which defines our strategic impact objectives and describes how we
measure and manage their achievement on the ground. As a gender-lens
investor, we supplemented our framework with a Gender Equality
Strategy’ to ensure the promotion of gender equality throughout our
investments and operations.

9 Our framework prioritizes three development impact areas that guide our
investment decision-making process: (1) market development, (2) women's
economic empowerment and (3) climate mitigation & adaptation. Each of
the three is underpinned by a set of key performance indicators (KPIs)
(Figure 1.

" Impact objectives can be defined as the intended impact that contributes to financial, institutional,
social, environmental, or other benefits to a society, community, or group of people via one or more
investment. Adapted from OECD-DAC (www.oecd.org/dac/).

2 See: https://www.findevcanada.ca/sites/default/files/2018-10/development_impact_framework en - final_092018.pdf

3 See: https://www findevcanada.ca/sites/default/files/2019-08/2019 137 gender_equality strategy en_final.pdf.
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Figure 1: FinDev Canada’'s Impact Goals

MARKET
DEVELOPMENT
(MD)

Expand local ownership and
leadership

Strengthen local SMEs and value
chains

Increase employment and local
economy value-add (taxes and
salaries)

KPI EXAMPLES
SMEs supported (#)
Decentjobs (#, M/F)
Local procurement ($, %)
Net profit & taxes paid ($)
Salaries paid ($, mgt/staff)

Local ownership (%)

WOMEN’S ECONOMIC
EMPOWERMENT
(WEE)

Support women'’s business
ownership, leadership and decent
employment

Improve equal access and control
over basic services (water,
energy) and economic tools
(financial services, digital
connectivity)

KPI EXAMPLES

Women-owned companies
supported (#, %)

Women in senior leadership (#, %)

Gender inclusive governance (#,
%)

Women gaining access to basic
services or empowerment toals (#)

+
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CLIMATE MITIGATION &
ADAPTATION

(CMA)

Support sustainable industries
that reduce natural resource use,
waste and carbon emissions

Contribute to the transitiontoa
low-carbon economy

Scale climate adaptation solutions

KPI EXAMPLES

Renewable energy produced
(GwH)

Net CO, emissions avoided (MT)
Natural resource use reduction
Waste reduction

Customers gaining accessto
climate adaption tools (#)

2 We also aligned our impact goals with the international development agenda
as defined by the SDGs. While we recognize that many of the SDGs are
interdependent, we are focusing our efforts on five priority SDGs to ensure
that the development impact pathway and associated reporting remain
manageable at this early stage of operations (Figure 2).
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Figure 2: FinDev Canada's priority SDGs*

DECENT WORK AND
ECONOMIC GROWTH

GENDER
EQUALITY

1 CLIMATE
ACTION

< Starting this year, we also defined a set of portfolio development impact
targets. These are annual targets based on a share of transactions in the
portfolio that meet specific impact criteria (for more details, please refer to
Principle 2).

« SDG 5: Gender equality; SDG 7: Affordable and clean energy; SDG 8: Decent work and economic growth;
SDG 9: Industry innovation and infrastructure; SDG 13: Climate action.
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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.

2 Our Development Impact Framework guides our investment decisions and
results reporting. Figure 3 illustrates how impact is integrated into every
part of the investment process, from pre-screening to due diligence,
approval, monitoring and reporting.

Figure 3: FinDev Canada's Development Impact Management Process

1. Pre-Screening 2. Due Diligence 3. Monitoring 4. Reporting
+ Checking impact % Quantifying current and + Tracking client level % Publishing aggregated
eligibility and fit expected impact impact impact results of
2 Estimating <2 Agreeing on impact 2 Performing FEEE
performance potential actions, KPIs and internal/external impact < Sharing impact
on impact goals targets assessments analytics with clients
for business
improvement

9 At FinDev Canada, we are aiming to build a balanced impact portfolio. We
recognise that some investees will be stronger on certain development
impact area(s) than others; some will be further ahead on their impact
journeys while others might be just starting theirs. To accommodate for this,
in 2019 we developed our first set of diverse portfolio impact targets that
are based on a percentage of portfolio investments that need to meet
specific development impact criteria. For example, a percentage of investees
that we expect to meet the 2X Challenge criteria5, or that demonstrate

® 2X Challenge is a global DFI-led initiative that aims to mobilize substantial capital towards women's
economic empowerment. To qualify under it, investments need to meet specific criteria in line with the
four vectors mentioned earlier. See: https://www.2xchallenge.org
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strong impact potential on climate change mitigation and adaption
practices.

2 At due diligence, we always review how a prospective investment
contributes towards one or more of these impact targets. This in turn
enables us to direct our capital towards impactful investments while at the
same time building a diverse and financially stable portfolio.

9 To align the impact objectives with our own actions, FinDev Canada
established a short-term incentive program for all employees that is
based on the impact, financial and operational targets of our portfolio.
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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.

9 FinDev Canada aspires to offer both financial and non-financial value to our
clients, by finding areas of impact that bring value both to client companies
and to FinDev Canada, and by supporting companies to integrate this link
between operations and development into day-to-day management.

9 For financial additionality, we consider various elements, as applicable, such
as:

o gap in commercial availability of financing, including appropriate
terms and tenor;

o level of participation of FinDev Canada vis-a-vis other funders (with
our attribution model differing between direct and indirect client
financing®);

o financial innovation of the transaction, for example bringing new deal
structures or financial products to the market; and

o volume of funds mobilized from other financiers.

9 For non-financial additionality, we aim to assess how FinDev Canada's can
bring other value to the transaction, such as knowledge, networks, technical
assistance, and opportunities to enhance client performance, including in
areas such as ESG practices and expanded development outcomes.

9 We typically capture this data at pre-screening and due diligence, and it
forms an integral part of our investment decision-making process.

¢ Indirect transactions are those in which FinDev Canada participates at a second tier, for example in an
investment fund which then makes investments in companies.
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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.

9 To systematize how we assess each deal for its potential development
impact, we developed a set of analytical and visual tools that help quantity
the current
and potential Figure 4: Impact Tool Examples at

im pa ctofa PRE SCREENING DUE DILIGENCE

rospect Rankings and grid-based Impact scorecard based on
p p assessments benchmarks & models

investee.

9 Atapre- t
screening ‘
stage, using
both
quantitative
and qualitative
data' each COMPANY/FUND POTENTIAL

opportunity

WEE

VERY HIGH

HIGH
MEDIUM

COUNTRY CHALLENGE

MD < A CMA

7 Impact is considered the material effects on people and the environment resulting from the
investment, as outlined in Principle 1. Impacts assessed under Principle 4 may also include positive ESG
effects derived from the investment.
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>

earns a score on the impact dimensions of a country's development
needs and a company's impact potential. To assess the country dimension,
the impact tools incorporate a variety of economic and social indicator
datasets in areas such as poverty levels, opportunities for women's
economic advancement, market development, basic services access, and
environmental performance.

At due diligence, we build on the initial assessment by introducing additional
quantitative data. This includes a review of a company's operational and
performance information and a reference to additional national and sector-
specific databases to understand gaps and potential impacts of company
operations over a project's estimated lifetime.

To ensure that we prioritize opportunities with the highest potential impact
on women, our final score allocates a higher weighting to the women'’s
economic empowerment goal than the other two development impact
dimensions in.

To ensure alignment with generally accepted industry standards, FinDev
Canada's impact measurement approach draws on reporting standards such
as the Harmonized Indicators for Private Sector Operations (HIPSO), the 2X
Challenge criteria and the Global Impact Investing Network (GIIN)'s Impact
Reporting and Investment Standards (IRIS).
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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.

2 In addition to assessing the development impact of all transactions, FinDev
Canada is committed to applying rigorous environmental and social (E&S)
risks assessment and monitoring approaches throughout the life-cycle of our
engagement with companies. At due diligence, we review a client's human
rights and E&S performance to identify potential risks and/or areas for
improvement, a process based on our E&S policy. The policy draws on the
IFC Performance Standards on Environmental and Social Sustainability, the
most widely used set of E&S standards in the development finance sector.

9 E&S assessment is embedded into our investment cycle, just like
development impact - from pre-screening to due diligence, approval,
monitoring and reporting. Once an investment is made, we continue to
closely monitor its E&S performance and to evaluate potential risks on an
annual basis (or more frequently, if required).
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Figure 5: Environmental and Social Due Diligence & Monitoring in the
Investment Cycle

L4 Initial E&S Risk Classification assigned based on known risk factors and contextual information (e.g.,
investment type, scale, sector)

¥ Key E&S Performance Benchmarks identified based on initial E&S Risk Classification

Origination and triage

Risks identified at deal origination and triage stages are investigated and verified
Initial E&S Risk Classification is confirmed or updated

Due diligence Key E&S Performance Benchmarks are confirmed or updated

L2 O 4

Relevant actions and mitigation measures are captured in E&S Action Plan (ESAP) and incorporated into
investment legal documentation

%  Client performance against key E&S Performance Benchmarks and ESAP items are verified

+

Need for enhanced client support may be identified (e.g., Technical Assistance)

+

Monitoring

Review E&S Risk Classification as part of routine portfolio management, and determine whether it has
changed. Consider implications, including revision of ESAP items and/or their completion dates;
frequency of site visits, change in reporting requirements; issue of formal non-compliance notice, if
required {and ‘cure’ period, i.e., allow client time to comply).

<2 In addition, given the cross-cutting nature of gender equality, at the due
diligence stage we will undertake a baseline assessment of gender equality in
client operations, to identify opportunities to strengthen gender outcomes
as part of FinDev Canada's engagement with the client. To do this, we
leverage existing gender mainstreaming and assessment tools, such as the
Women's Empowerment Principles Gender Gap Analysis Tool®, widely used in
the development finance sector and accessible to all private sector entities.

& The Women's Empowerment Principles Gender Gap Analysis Tool (WEPs Tool) is a business-driven tool
designed to help companies from around the world assess gender equality performance across the
workplace, marketplace, and community. See: https://weps-gapanalysis.org
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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.

9 Starting at due diligence, FinDev Canada will discuss and draft with a client a
Development Impact Action Plan that outlines expected annual activities,
impact KPIs and data reporting frequency. Once the investment is approved,
these commitments are written into a final contract with the client.

9 The responsibility for data collection lies with the Impact team which
collects data directly from clients using monitoring reports and data
templates. Using this information, the team monitors the progress against
expectations and tracks clients’ performance. This is usually done annually,
or more frequently where warranted.

29 The monitoring phase drives both performance and impact learning: our
clients provide us with updates on progress, and we seek to provide support
and guidance on what activities could expand or accelerate impact
outcomes. FinDev Canada draws on both internal and external subject
matter experts as needed for technical advice on impact-related activities.

<9 As we build our capabilities and digital tools for data collection,
performance monitoring, and business analytics, we will also seek to
accelerate our input/output frequency of impact management and
measurement, to better respond to internal management needs, and to
provide clients with analysis and feedback within timelines that fit their
operational cycles.
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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.

9 FinDev Canada's impact considerations will be taken into account at the exit
stage of an investment to ensure sustained impact. However, no investment
to date has reached that stage or is expected to in the next few years.
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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.

9 We will conduct interim and ex-post evaluations of a sample of our
transactions, as they mature and leave the portfolio, to validate
development impact assumptions and improve our Development Impact
Framework. The learnings from the evaluations will provide us with a better
understanding of development impact and serve as a basis for continuous
improvement.

1Place Ville Marie, bureau/suite 2950
Montréal (Québec) Canada H3B 2B6
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2 We will also produce a variety of reports on the impacts of our portfolio,
including online tools (dashboards, trends), annual reporting, deep dives into
specific impact areas or sectors and progress towards our three impact
goals. These reporting techniques will inform the public of overall
development impact results and provide FinDev Canada with performance
insights on specific segments of the portfolio. We will also share these
results and insights to client companies so they can assess their impact vis-
a-vis benchmarks.

9 To ensure customer value and continuous improvement, we will assess client
satisfaction with impact engagement and results using qualitative and
quantitative feedback tools included in a ‘Voice of Customer’ System.

Institut de financement du développement Canada (IFDC) Inc. C d“l
Development Finance Institute Canada (DFIC) Inc. ana, a,



Principle 9

Publicly disclose alignment with the 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 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.

9 This Disclosure Statement confirms FinDev Canada's alignment with the
Impact Principles, and we will be updating it annually.

9 We are planning for the first independent verification of FinDev Canada's
alignment with the Principles to take place in 2021, to be repeated regularly
thereafter.
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