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British International Investment is a founding 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.

This Disclosure Statement affirms that BII's core/client business, including (a) impact management systems; (b) policies
and practices; and (c) investment services (including debt, equity, trade and supply chain finance, asset management,
syndications, derivatives and structured finance, and blended finance instruments) are managed in alignment with the
Impact Principles. Total portfolio net assets under management in alignment with the Impact Principles is USD 9.69 billion
as of 31 December 2022.

Nick O'Donohoe Liz Lloyd
Chief Executive Officer Chief Impact Officer
31 July 2023 31 July 2023

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.

BII acknowledges that it is a high-level description prepared for public disclosure and may not, therefore, include every aspect of the systems and processes that
each reader may consider important.

Includes BII's own commitments, funds under management and direct investments. The covered assets include USD 764.20m from our platforms: Gridworks,
Globeleq and MedAccess who have independent boards, shareholders and funders.

The sole purpose of this Disclosure Statement is to fulfil BII's obligations pursuant to Principle 9. This document shall not constitute and should not be construed
as an offer, solicitation or invitation to buy or sell any securities, financial instruments or services whether described herein or otherwise, or as any prospectus or
investment- related advice in relation thereto, nor is it intended to form the basis of a decision to participate in any investment. BII makes no guarantee or other
promise as to any outcomes, including any financial or development impact results that may be obtained from the practices disclosed in this statement. While
past performance may be analysed in this Disclosure Statement, past performance should not be considered indicative of future performance. Accordingly, BII
shall not have any liability to any of the recipients of this Disclosure Statement, nor to any other party in connection with or arising in any way from, or in
relation to, the information or any opinions expressed in this Disclosure Statement, and BII does not accept any responsibility whatsoever for any action taken, or
omitted to be taken by any party on the basis of any matter contained in, or omitted from, the Disclosure Statement. .

DISCLOSURE STATEMENT OPERATING PRINCIPLES FOR IMPACT MANAGEMENT 2



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 the scale and/or intensity of the intended impact is
proportionate to the size of the investment portfolio.

BIl is the UK's development finance institution, wholly
owned by the UK government. We have the objective to
maximise our contribution to productive, sustainable
and inclusive development, while remaining a
financially sustainable organisation improving the lives
of millions of people in Africa, Asia and the Caribbean.

Our focus on, and expertise in, key economic sectors

is central to our approach to making successful
investments. It helps us better understand the markets
we invest in, who the best partners are to work

with, the opportunities and risks investees face, and
how best to support them. We have organised our
investment teams to focus on the three sector groups:
Financial services, Infrastructure & Climate and ITS
(Industries, Technology and Services).

We are proud to be owned entirely by the UK
Government. Our structure combines the best of
private sector skills with public-spirited mission.

In our , BII outlines
three strategic impact objectives that respond to the
opportunities and challenges we see in the countries
we serve. We will invest to achieve:

Productive development — by raising the
productivity of an economy so that it can support a
decent standard of living for all;

Sustainable development - helping transform the
economy to reduce emissions, protect the
environment and adapt to the changing climate; and

Inclusive development - sharing the benefits of
higher productivity and greater sustainability with
poor and marginalised sections of society.

The Impact Management Project is now part of Impact Frontiers.

BIT's strategy is aligned with the Sustainable
Development Goals (SDGs), and the achievement of
many of the SDGs will support the elimination of
poverty (SDG1). Our strategic focus on productive
development prioritises SDG 8 on decent work and
economic growth. Our broader impact includes
helping remove market constraints in energy and
infrastructure (SDG 7 and 9) and improving access to
essential goods and services through our sector-led
approach. We will also mobilise additional sources of
capital from partners because this is key to increasing
the funding available to achieve the Goals (SDG 17).
We will target 25 per cent of all new investments
during 2022-26 to qualify as gender finance using

the (SDG 5)and, to support net-zero and
climate-resilient development we will target 30 per cent
of all new investments to qualify as and
work towards Paris alignment of all our investments
and portfolio (SDG 13).

We have developed an overarching

that provides for a consistent approach to thinking of
and articulating development impact across sectors
and products. It adopts the Impact Management
Project’s (IMP's)* definition of impact underpinned

by sector-specific impact frameworks, as well as a
standardised approach for assessing the development
impact for each transaction.

Sector impact frameworks identify the specific
impact(s) we seek to achieve in a sector and align
this impact to our overarching Impact Framework
and the SDGs.

and theses are specific to each
investment and articulate the development impact
that we expect from each transaction enabling
effective decision making around impact.

Impact monitoring plans allow us to track the
performance of our investments against
pre-defined targets and KPIs (as defined in the
Impact dashboards).

Impact at exit reviews help us take the decision on
whether and how we should exit the investment,
taking impact into account.

Our commitment to and
environmental and social governance and
business integrity is central to our overall impact
mission. As an impact investor, BII has a dual
mandate: to deliver responsible and sustainable
development impact and to make sustainable
financial returns. As a responsible investor, we
place significant value on the role we play as

an enabler of better E&S and business integrity
outcomes through the investments we make.
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https://assets.bii.co.uk/wp-content/uploads/2022/01/06170001/2022-2026-Technical-Strategy-2.pdf
https://www.2xchallenge.org/criteria
https://assets.bii.co.uk/wp-content/uploads/2020/07/01181554/CDC-climate-change-strategy_FINAL-FOR-PUBLICATION-1.pdf
https://www.bii.co.uk/en/our-impact/what-impact-means-to-us/
https://www.bii.co.uk/wp-content/uploads/2020/07/impact-framework-explanatory-sheet.pdf
https://assets.bii.co.uk/wp-content/uploads/2022/03/22114326/Policy-on-Responsible-Investing.pdf
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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. As part of the
process, the Manager shall consider aligning staff
incentive systems with the achievement of impact,
as well as with financial performance.

« Our Impact Score helps us manage strategic impact
on a portfolio basis in line with our 2022-2026 impact
objectives - Productive, Sustainable and Inclusive.

« Itis designed to reward and incentivise investments
that are most likely to contribute to these three
objectives. It complements our transaction-level impact
assessments by providing a quantitative measure to
each investment that can be aggregated and used to
monitor impact performance at an organisational level.

« Itiscalculated using a subset of the information
found in the Impact Dashboards and monitoring
plans. These Impact Dashboards remain the primary
tool we use to make individual investment decisions.
The Impact Score is one of the key performance
indicators reported to our shareholder, the Foreign,
Commonwealth & Development Office (FCDO). As a
performance indicator, its design favours objectivity
and simplicity. More nuanced and qualitative aspects of
the expected development impact of investments, which
require subjective judgment to interpret, such as an
investment's expected ‘depth’, Tisk’ and ‘contribution’,
are excluded from the Impact Score but remain central
to our investment decisions and impact management,
and are captured in our full assessments of the expected
impact of individual investments.

We generate and report an Aggregate Impact Score on
an annual basis, which we expect to range between four
and eight during the 2022-26 period. We are accountable
to our Board and FCDO for performance against the
Aggregate Impact Score, and we will publicly report

on it in our Annual Review, as external scrutiny is

an important part of the model. This is a portfolio
performance measure and there is no minimum
threshold score requirement for individual investments,
which reflects the fact that it is designed to be right on
average’ across the portfolio. The approach also allows
us to take a balanced approach to constructing our
portfolio, where we are also required to meet our other
impact targets and our annual financial return targets.

Every investment we make from 1 January 2022 onwards
has an associated Impact Score which is based on the
expected development impact of the investment (ex-ante).
The score for each investment will also be updated over
the lifetime of the investment at regular intervals, based
on the actual impact performance (ex-post).

The Aggregate Impact Score is also used to partially
determine staff remuneration, under our Long-Term
Incentive Performance Plan.

On an annual basis, we commission an independent
third party to externally assure the Aggregate Impact
Score to verify the reliability of our scoring processes
and results. After carefully considering the growing
field of impact assurance, our Board Development
Impact Committee oversaw a process which led us to
opt for a limited assurance approach in accordance with
the International Standard for Assurance Engagements
(ISAE) 3000, the globally recognised assurance standard
for the audit and review of non-financial information,
including impact disclosures. This is the first time BII
has commissioned independent assurance in line with
this standard.

DISCLOSURE STATEMENT
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https://assets.bii.co.uk/wp-content/uploads/2022/02/24121022/British-International-Investment-Impact-Score-2022-26.pdf
https://www.bii.co.uk/wp-content/uploads/2020/07/impact-framework-explanatory-sheet.pdfhttps:/www.bii.co.uk/wp-content/uploads/2020/07/impact-framework-explanatory-sheet.pdf
https://assets.cdcgroup.com/wp-content/uploads/2021/12/16113327/CDC-Remuneration-Framework-Nov-2021.pdf
https://assets.cdcgroup.com/wp-content/uploads/2021/12/16113327/CDC-Remuneration-Framework-Nov-2021.pdf

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.

Under our Investment Policy, agreed with our
shareholder FCDO, we consider our contribution in each
investment decision. The strength of our contribution
in each proposed transaction is rated on a four-point
scale and investments are rejected if the threshold for
additionality is not reached. Our contribution may arise
from the provision or terms of our finance (i.e. financial
additionality), role and influence as an investor, the
services that we provide (i.e. value additionality), or
through mobilisation. This considers the nature of our
contribution, our confidence that we are providing
support that commercial investors would not and the
scale of difference that our contribution makes to the
expected development impact.

We will only make an investment when we believe
that it will contribute meaningfully to development
impact. The contribution is documented in detail in the
investment papers.
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https://assets.bii.co.uk/wp-content/uploads/2021/12/14080613/investment-policy-2022-2026.pdf
https://assets.bii.co.uk/wp-content/uploads/2022/05/19141040/Our-approach-to-investor-contribution.pdf

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
the 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 relevant size of the
challenge addressed within the target 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.

- We have adopted a consistent structure and format
for assessing and presenting analysis on development
impact in investment decision making. This structure
takes into account the six dimensions of impact that are
part of our overarching Impact Framework:
What, How, Who, How Much, Contribution and Impact
Risks. Approvals for new investments, regardless of the
product or sector, must include a fully completed impact
assessment. This provides a credible and evidenced
case on whether net impact is commensurate with the
capital and other resources deployed.

- We are an active investor, looking to add value

to maximise the aggregate development impact
generated by our investment portfolio. We have a set
of resources which can be used on a case-by-case basis
to actively help investees increase their commercial
performance and development impact. Our Gender,
ESG-I, Climate and Business Integrity teams provide
additional expertise and resources for this purpose
(see our ESG toolkits for Financial Institutions and
Fund Managers, and our Gender toolkit).

The Impact Group manages BII Plus, a technical
assistance programme, that can be allocated to
pipeline and portfolio companies and broader
market shaping.

We consider further harmonisation of impact
measurement, indicators and reporting an important
focus area. We work with our fellow European
Development Finance Institutions (EDFIs) on this and
actively participate in numerous platforms to advance
impact measurement and harmonisation.
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https://www.bii.co.uk/en/our-impact/what-impact-means-to-us/
https://fintoolkit.bii.co.uk/
https://toolkit.bii.co.uk/
https://gendertoolkit.bii.co.uk/
https://www.bii.co.uk/en/about/our-company/investment-portfolios/bii-plus/

Principle 5

Assess, address, monitor, and manage

potential negative impacts of each
investment

Principle states: 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,
Governance and Business Integrity (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.

- Weinvest in a responsible manner, considering
environmental, social, governance and business
integrity (ESG) risks and issues relevant to each
investment to enable better outcomes. Our approach
to ESG s set out within our Policy on Responsible
Investing. The Policy uses the IFC Performance
Standards and international reference frameworks on
the development of effective Business Integrity (BI)
risk management systems as the principal basis of our
ESG requirements. The Policy also describes the way in
which we support our investees implement the Policy,
as well as how we monitor its implementation.

« The Policy sets out the core E&S and BI requirements
which we expect every investee to meet irrespective
of the investment product. Requirements cover areas
such as compliance to national E&S and BI laws,
international best practice around anti-corruption
and fraud risk management core labour standards
and excluded activities, which are harmful from an

environmental or social perspective. Depending on
the nature of their business activity, investees may
also be expected to meet risk-specific E&S and BI
(ESG) requirements, taking into account the scale
and severity of those risks. Examples of risk-specific
ESG requirements might include commitments to
biodiversity conservation, data privacy, resource
efficiency or protecting cultural heritage. We support
the objectives set out in the Policy on Responsible
Investing through a popular online ESG toolkit and
runregular in-depth training events and workshops to
build ESG capacity across our portfolio.

To assess which requirements, we should place

on investees in order to meet our E&S and BI
standards, we conduct E&S and BI due diligence

for all investments. We have a highly specialised
team and set of systems in place to assess E&S and
Bl risks. This includes evaluating both the current
state of the investees’ ESG management systems
and practices and their commitment and capacity to
making improvements and adhering to industry good
practices. It is expected that all investees are in line
with the Policy or work towards adherence over an
agreed timeframe as a condition of investment.

E&S and BI due diligence is reviewed by management
as well as through the Investment Committee process
(which includes both internal and external parties).
We have adopted a ‘three lines’ model to manage risks
set out in the Policy and of our portfolio overall: our
E&S and BI teams form part of the first line and are
responsible for the implementation of the Policy; Risk
and Compliance teams act as second line and Internal
Audit functions as third line. Regular reporting on
ESG Iissues is provided to the Board, specifically the
Development Committee, as well as our shareholder,
the UK FCDO.
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https://assets.bii.co.uk/wp-content/uploads/2022/03/22114326/Policy-on-Responsible-Investing.pdf
https://assets.bii.co.uk/wp-content/uploads/2022/03/22114326/Policy-on-Responsible-Investing.pdf
https://toolkit.bii.co.uk/esg-topics/waste-management/

Principle 6

Monitor the progress of each investment

in achieving impact against expectation
and respond appropriately

The Manager shall use the results framework (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 actions.

The Manager shall also seek to use the results
framework to capture investment outcomes.

» Our Impact teams conduct ongoing monitoring and
evaluation of investees which includes assessing
progress and outcomes against the Impact Dashboard
and the potential for value-add activities. Monitoring
may include activities such as site-visits, meetings with
management, assessments of management reporting,
data received from annual monitoring reports and
reports from third-party consultants.

» We use arisk-based and proportionate approach to
focus resources and attention to investments based on
arisk assessment of Impact, E&S and Bl issues and our
ability to provide additional value.

= Our Portfolio Review Meetings, conducted on a quarterly
basis, are the forum through which management
monitor and discuss the impact performance alongside
the financial performance of each investment using
Development Impact and ESG RAG ratings. Where impact
is not performing as expected, we consider whether there
is an opportunity to exert influence to improve outcomes.

- All material events or changes expected to cause a
deterioration of the investments’ impact or financial
returns are elevated to the Special Situations team.
Depending on the nature and severity of the issues
identified, the Special Situations Team may become
involved in the management of the investment in an
advisory or leading capacity to develop and deliver
solutions enabling to keep the asset as a going concern
and preserve impact and financial value. Such solutions
can include restructurings and responsible exits.

- Portfolio metrics are also collected annually from
investee companies. We collect Joint Impact Indicators
and align further metrics with HIPSO, IRIS+ and
broader harmonisation standards where appropriate
for BlI's strategy. This data is processed, reviewed and
goes through quality control checks. All data which
successfully passes quality control is then used for
analysis and reporting.

« Our Impact measurement handbook is a practical guide
to data collection that provides investors, businesses
and private sector development practitioners with
an overview of tools and methods for effective and
appropriately tailored data collection for impact
measurement and management. It was designed
to understand the context, guide selection of data
collection tools/methods that can measure impact,
reveal business-critical insights and create value for
companies and, by extension, people and/or planet; and
—bolster the knowledge of the broader impact investing
community around innovative and well-established
tools and methodologies in impact measurement and
management and thus contribute to a nascent and
rapidly evolving space.
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https://assets.bii.co.uk/wp-content/uploads/2019/10/29172105/CDC_ImpactMeasurementHandbook.pdf

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 effects which the timing, structure, and
process of its exit will have on the sustainability of
the impact.

- In any exit of any investment we seek, where we
have discretion to do so, we ensure that such an
exit or disposal is consistent with the achievement
of our mission and objectives (both financial and
developmental), and within the scope of our Policy on
Responsible Investing.

« When exits are considered, we require a formal
approval process which sets out a clear rationale
for the exit, with commercial and impact returns
assessed equally (including analysis relative to original
expectations). How development impact will be
sustained after our exit is an important factor that is
reviewed by management. The development impact
considerations are analysed in depth through an exit
review with lessons learned.

In any exit of any investment we seek, where we
have discretion to do so, to ensure that such an
exit or disposal is consistent with the achievement
of our mission and objectives (both financial

and developmental), and within the scope of the
Responsible Investing Policy.

« When exits are considered, we require a formal

approval process which sets out a clear rationale

for the exit, with commercial and impact returns
assessed equally (including analysis relative to
original expectations) in line with our Responsible
Exit guidance. How development impact will be
sustained after our exit is an important factor that is
reviewed by management. The development impact
considerations are analysed in depth through an exit
review with lessons learned.

The Responsible exit guidance reflects the
following principles:

a) the need to retain flexibility when integrating
impact and commercial decisions to reflect the
range of different situations and available options
we face; and

b) the challenges of how to address self-liquidating
products; and

c) theneed to keep the approach proportionate.

DISCLOSURE STATEMENT

OPERATING PRINCIPLES FOR IMPACT MANAGEMENT 10



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.

- Review and documentation of impact performance
takes place in portfolio review meetings and exit
reviews, supplemented by an evaluation and learning
programme covering each sector group, co-managed
with and financed by FCDO and using independent
evaluators overseen by an expert steering group.

- We also commission Insight studies on impact
performance. Additionally, our Evaluations team
annually compiles a portfolio-wide impact results
analysis alongside the impact disclosures in our
Annual Review.

As part of our commitment to drawing out and learning
lessons from our investments, our Chief Investment
Officer leads a formal programme of lessons learned
reviews on key development impact outcomes of our
investments. The aim of the process is to strengthen our
internal feedback loops through taking deep dives into
transactions, both successful and unsuccessful, where
outcomes warrant an in- depth review. The reviews
focus on what lessons we should learn, and what we
should do differently or more consistently in the future.
They look to draw lessons for all relevant levels in

the organisation, for example deal teams, Investment
Committee, Executive Committee and the Board,
focusing on forward-thinking collective lessons, rather
than individual accountability.

In addition to scrutiny from our Internal Audit function,
impact performance is also reviewed quarterly

by ECDO, the shareholder, and regularly by UK
government agencies such as the National Audit Office
and Independent Commission on Aid Impact.
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https://www.bii.co.uk/en/development-finance/cdc-and-dfid-evaluation-learning/
https://www.bii.co.uk/en/development-finance/cdc-and-dfid-evaluation-learning/
https://www.bii.co.uk/en/news-insight/insight/
https://assets.bii.co.uk/wp-content/uploads/2021/07/06071437/CDC-Annual-Review-2020.pdf
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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.

« This Disclosure Note is our annual confirmation of
the alignment of our procedures with the Impact
Principles.

- BII have sought an external verifier on a biennial basis.
The latest external verifier report by BlueMark can be
found in the Annex of our 2022 statement.

- In addition, as outlined under Principle 2 above, BII
commissions external assurance on our Impact Score
on an annual basis. The conclusions of assurance
provider EY on our 2022 results can be found on BII's
website here.
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https://assets.bii.co.uk/wp-content/uploads/2022/07/18111805/2022-OPIM-disclosure-statement.pdf
https://assets.bii.co.uk/wp-content/uploads/2023/06/27170948/Impact-Score-Assurance-Statement-2022.pdf

For further information:

British International Investment plc:

123 Victoria Street
London SW1E 6DE
United Kingdom

T: +44 (0)20 7963 4700
E: enquiries@bii.co.uk

bii.co.uk
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British International Investment is the UK's development finance institution
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