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Letter from the CEO

Tellef visiting Norfund investee Hela

At the onset of 2022, none of us could have imagined the year
that was to come. The war that is ravaging not only Ukraine, but
the world economy, is far from over. Foreign direct investment
flows are retracting from emerging markets, as the
reverberations of war and the lasting impact of COVID-19 are
being felt in the markets we operate in.

Despite heightened political and macro instability, Norfund is making record
investments in these markets. In 2022 Norfund increased its investment in developing
countries by 22.5 per cent, to another record-high 6.5 billion NOK. With this capital, we
dare to invest in a resilient future.

The climate crisis is one of the most daunting challenges in all of our markets, but
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combating climate change also opens new investment opportunities that can build a
green economy able to both reduce emissions and lift the disenfranchised out of poverty.
Norfund’s Climate Investment Fund, will invest in renewable energy in developing
countries with the aim of contributing to reduced greenhouse gas emissions. The new
Climate Mandate became operational in 2022, and at the end of 2022 the total
committed portfolio was NOK 2.14 billion. Each year, during a five-year period, one
billion NOK from Norfund's capital and one billion NOK from the state budget will go
toward investments in developing markets where the climate effect will be greatest, to
meet the energy demand of growing economies, sustainably.

This is not going to detract from our existing mission to create jobs and improve lives. In
2022, Norfund committed 4.5 billion NOK and made 34 new and 18 follow-on
investments under what we now call our Development Mandate. Investments were
broadly distributed within Norfund’s investment areas. By delivering on both our
development and climate mandates, as well as understanding the interlinkages between
the two, we have a strong foundation for continued growth.

We experience broad support for Norfund’s mandates and mission from not only our
owners, but our partners, stakeholders, and the Norwegian public. To use the funding we
are entrusted with even more effectively, we plan to recycle more capital and continue to
contribute directly to the attainment of the UN Sustainable Development goals.

2022 marked the end of our strategy period, and we started 2023 with an updated
strategy. The new strategy builds on our previous direction, but clearly articulates the
drivers and markets where we can create significant impact. Notably, we have launched a
Fragile States strategy, with a focus on the Sahel region.

Global challenges such as climate change, ongoing wars, financial volatility, and
increasing inequality, make Norfund’s mandates even more pressing. To meet increased
expectations and needs, Norfund is growing in terms of resources and staff, the depth of
our reach, responsibility, and relationships with stakeholders, the public and investees.
Working together across cultures, borders, and time zones is challenging, but also
exciting, as we endeavour to learn from each other, as well as from our own successes
and failures, and continuously improve how we deliver on our mandates.

Norfund’s ambitions are high, and our job is without a doubt complicated. We are facing
daunting challenges. However, it’s a privilege to be helming a highly competent and
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multi-cultural Norfund team. I am confident that we are well positioned to meet our
ambitions and to make an even bigger difference in the years to come.

Tllef 726 ),

Tellef Thorleifsson

Chief Executive Officer
March 10, 2023
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Climate investment fund operational

The new climate investment fund became operational in May
2022, less than a year after the plans were first announced by the
Norwegian government. New commitments of 2.14 billion NOK
were announced during a year where the need for the fund
became even greater.
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“We have no time to lose in the fight against
climate change. Having operationalized the new
climate investment fund in record time, the
money can now be put towards crucial
investments in renewable energy in developing
countries.”

Minister of Development Anne Beathe Tvinnereim at the launch of the
fund

The Climate Investment Fund will play a central role in fulfilling the Government’s
ambition to double Norway’s annual global climate financing, and in getting the
maximum climate effect out of every NOK the Government allocates.

The goal is to contribute to avoiding greenhouse gas emissions, by investing in
renewable energy in developing countries with large emissions from coal power and
other fossil power production. Based on financed capacity and expected production, the
investments made in 2022 alone are estimated to contribute to avoided emissions of
6.2mill tCO2e per year.

Norfund’s experience and network in the relevant countries has made it possible to
quickly get started with the fund, which is to be capitalized with 2 billion NOK each year
for the next five years.

In managing the new climate mandate, Norfund builds on 25 years of experience from
having renewable energy as a core focus area for the fund.

—> Read more about investments in renewable energy under the
development mandate here.

Mandate to maximize climate impact

In December 2021, a unanimous Parliament approved the decision to set aside the first
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billion NOK. Amendments to the Norfund Act were proposed to the Parliament in April
2022, and the statutes of Norfund were amended at a General Assembly in May 2022, to
include the management of the new fund, along with a new directive regulating the fund
from the Ministry of Foreign Affairs.

Climate Fund Instructions

—> (in Norwegian)

Under the new climate mandate, investments will be targeted at maximizing the climate
impact. The instructions for the mandate state that “The purpose of the Climate
Investment Fund is to contribute to reducing or avoiding greenhouse gas emissions by
investing in renewable energy in developing countries with large emissions from coal
and other fossil fuel production”.

As with all Norfund’s operations, the goal is to help activate investments “that would
otherwise not be made”.

Norfund’s board has adopted a strategy for the fund that sets out priories and strategic
choices. Based on the selection criteria of Climate Impact, Additionality and Feasibility,
it has chosen eight core countries: India, Vietnam, Philippines, Cambodia, Indonesia, Sri
Lanka, Bangladesh and South Africa.

—> Read more about the strategy for the climate investment fund here.

During the first year of operations, Norfund made six commitments for new
investments, three in India and three in South Africa. The deals include both large scale
solar, wind power plants and bio waste to energy.

—> Read more about the investments made in 2022 here.
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—> Read about the measuring of impact for the fund here.

Increasing need of investment in renewable energy in
emerging markets

“We are in the fight of our lives, and we are losing”, was the sobering statement of

United Nations secretary general Antonio Guterres at the opening of COP27 in
November.

Meeting the enormous needs of emerging markets of investment in renewables to power
their growth out of poverty is one of the most crucial battles in this fight.

As arecent study from Standard Chartered Bank underlines, “while developed markets

emit the most and have the biggest job to do to transition their economies away from
carbon by 2050 ... if developed markets fail to channel net-zero investment into
emerging markets while working on their own transition, there will be devastating
implications for the planet”.

While developed-world emissions would plateau without any efforts to further the
transition, emerging market emissions would continue to rise, because of both
economic and population growth.

Emerging markets need around 94.8 trillion USD worth of additional investment to help
them transition to a net-zero economy by 2060 while continuing to grow their
economies, according to Standard Chartered Bank. That is greater than global GDP.

In renewable energy alone, annual capital spending in developing economies needs to
expand by more than seven times, to above USD 1 trillion, by the end of the 2020s, in
order to put the world on track to reach net-zero emissions by 2050, according to the
IEA.

The cases of India and South Africa

India and South Africa, the two countries where Norfund made investments under the
climate mandate during its first year, face some of the greatest challenges.

To meet growth in electricity demand over the next twenty years, India will need to add a
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power system the size of the EU, making it the country with the world’s greatest need for
growth in the energy sector, according to the IEA. According to BloombergNEF the

country needs 233 billion USD in investment, just to meet its goals for development of
wind and solar energy by 2030.

In 2022, India's power output grew at the fastest pace in 33 years, and coal-fired power
output grew by a staggering 12.4%. That also meant that emissions from power
generation rose by nearly a sixth, to 1.15 billion tons, according to a Reuters analysis.

In South Africa, which accounts for around 16% of Africa’s energy consumption, coal
meets around 70% of installed power generation capacity (IEA). While the country has
been experiencing power outages for several years, the situation has significantly
deteriorated the last year.

In November, Cyril Ramaphosa, the South Africa president, said the country needs USD

84 billion over the next five years for its plans to cut carbon emissions and speed up the

energy transition.

Capital moving the wrong way

The past year has seen rapidly raised interest rates to contain persistently high inflation
across the globe. In combination with global insecurity and a world moving towards
more regionalisation at the expense of globalisation, this means capital seems to be
moving away from emerging markets.

Within the renewables space, this tendency is further aggravated by new subsidies
offered through the Inflation Reduction Act (IRA) in the United States, and existing and
expected new subsidies to counter those in the EU. In emerging markets, this may make
it especially hard to convince energy developers to prioritise capital to their projects,
rather than projects developed in the West.

These developments all point in the direction for important role for the climate
investment fund in being countercyclical and offering capital at terms that can make it
possible for emerging economies to cover increasing energy needs with renewables.
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Investing in a volatile world

The Russian war on Ukraine has had far-reaching consequences,
including a shock to global trade that disrupted global food and
energy markets. In many developing countries, soaring prices
have created a cost of living crisis that threaten to undo years of
progress in poverty eradication.

The invasion of Ukraine by Russia on February 24", 2022 has had implications beyond
Europe, impacting businesses in Norfund's markets as they navigate a new geopolitical
landscape and its effects on supply chains and resource availability. This has resulted in
soaring food and energy prices, that have remained high in many low- and middle-
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income countries, even as food commodity prices saw moderations toward the end of
2022.

The market price of some commodities such as wheat, corn, and sunflower, have proven
to be particularly volatile as Russia and Ukraine combined accounted for a significant
share of global exports. Additionally, Russia and Belarus are major producers of urea,
phosphate, and potash, which are key nutrients in fertilizers. The fertilizer trade was
already hit by supply chain disruptions stemming from COVID-19. Soaring energy
prices, international sanctions, and disruptions to Black Sea trade routes further
amplified uncertainties and sent prices to record levels.

The increase in food prices has particularly impacted poor and middle-income
households in developing countries, where a significant portion of income is spent on

food. According to UN statistics, compared to pre-pandemic projections, there are now

an estimated 75 million more people living in extreme poverty. The World Bank
estimates that, given current trends, nearly 7% of the world’s population— will still be
living on less than $2.15 a day in 2030. In Africa, more than a quarter of the population

live in countries that saw more than 20% increase in food prices in 2022.

Even though food commodity prices eased somewhat towards the end of 2022, the
negative spiral of inflation and increasing cost of living will take longer to overcome.
Rising inflation has exacerbated the reversal of global poverty which happened during
the COVID-19 pandemic. At the same time interest rates are increasing globally, which
will put additional stress on governments in low-income countries, where according to
the IMF, 53% of countries are in debt distress, or at high risk of debt distress, a doubling
since 2015. Rising debt-service payments will further limit these countries ability to
tackle increasing poverty rates.

Need for countercyclical investors

Developing countries are often more susceptible to global market shocks due to limited
diversification and financial resilience. A combination of a difficult business
environment and increased interest rates have led to investments in developing
countries stalling again, despite an initial hope for recovery post-pandemic. According
to UNCTAD growth prospects remain gloomy for most developing countries.

Norfund and other Development Finance Institutions (DFIs) can play a critical role in
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being countercyclical and deploying capital in the most challenging markets. In 2022,
Norfund demonstrated this through increasing the fund’s investments by over 20% to a
record high 6.5 billion NOK, almost 2.5 times the total amount transferred from the
Norwegian state development budget.

Ghana, a core country for Norfund, is one example of a country heavily impacted by the
cost of living crisis, with inflation reaching unprecedented levels in 2022, ending the

year at an official inflation rate of 54.1%, the country’s highest since 2001, after starting
the year at an inflation rate of 13.9%. The Real Consumer Price Index (CPI) for most
households was observed to be +100%, with food prices being the most affected. This
has led to significant increases in the cost of living and overall costs for individuals,
businesses, and households, making planning and budgeting challenging. The
depreciation of the Ghanaian cedi (GHS) of 39% over the year, with a peak depreciation
of 58%, has further compounded the increased costs of living and uncertainties.

In neighboring Nigeria, Norfund portfolio company Sundry Foods has had to adapt to
disruptions in their supply chain due to the war in Ukraine. Sundry Foods, a Quick
Service Restaurant, Bakery, and Catering Service operating in over 100 branches across
Nigeria, has been impacted by the availability of inputs such as wheat, of which Ukraine
was a key supplier, and proteins. The company has had to seek alternative sources for
these inputs, which has negatively affected its margins, as it does not want to transfer
the higher costs to its customers. The company is now sourcing more locally and
regionally, which brings about new opportunities, but also challenges.
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Photo: Samanu

With crisis comes opportunity

Increased prices on imports also create new opportunities to develop local production
and processing at competitive cost levels, creating local jobs and increased income for
farmers. Norfund’s investment in Samanu, committed at the end of 2022, is a good
example. Through increased local production of edible oil, the goal is to create jobs,
increase food security, and provide income for up to 200,000 smallholder farmers.

Policymakers in many of Norfund's focus countries are now re-evaluating their
countries' resilience due to overdependence on critical imports from a small number of
exporters. The volatility of food commodity prices has drawn increased attention to local
and regional production, sourcing, and value creation.

The African Free Trade agreement is an example of initiatives that will strengthen
regional integration and build more resilient food systems. This will create new
opportunities for investment in agricultural value chains with a focus on local sourcing
and regional markets, reducing reliance on imported foods that are vulnerable to
inflation and exchange rate fluctuations and freeing up hard currency for other areas.
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Governments in the most affected countries are also working to implement policies that
aim to control inflation, increase agricultural productivity, and provide social safety nets
to support vulnerable populations. To succeed, they need to attract commercial
investments that allow them to diversify their economy, create jobs, and invest in
modern technology that boosts domestic agricultural output and processing. The need
for investors like Norfund has thus never been greater.

PG. 14 OF 294



Norfuﬁ'gd

ANNUAL REPORT 2022 Year 2022 / New strategy for Development Mandate

New strategy for Development
Mandate

Setting the direction for the next four years.

Developing economies, still reeling from the effects of the pandemic and the
macroeconomic impacts of Russia's invasion of Ukraine, are confronted with an
increasingly uncertain outlook, intensified by the effects of climate change. The
convergence of these events has created difficult conditions in developing countries,
causing progress towards achieving SDG1, “No poverty”, to falter for the first time in
three decades.
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Norfund’s 2019-2022 strategy has proven resilient even in these unprecedented
circumstances, exhibiting flexibility in adapting to the challenges of developing
markets. We achieved record commitments every year and supported our investees

through difficult periods, while also managing the biggest sale in Norfund’s history, SN
Power. This demonstrates our commitment to being a responsible minority investor and
circulating capital. As the current strategy period comes to a close, Norfund has
developed a new strategy to ensure continued delivery on our mandate in an increasingly
challenging global landscape.

The new strategy, approved by the Norfund board in December 2022, is anchored in the
fund's mandate, informed by the UN Sustainable Development Goals, and reflective of
the priorities of the Norwegian government's development assistance policy. Leveraging
our position as a responsible minority investor, the new strategy builds upon the
elements of the previous period to ensure continuity and build upon our strong track
record and competence.

"Norfund’s strong performance has demonstrated the resilience of our strategy. Going
forward, we will stay true to our four investment areas and core countries, whilst
strengthening the recycling of capital to maximise impact.”

Ylva Lindberg, Executive Vice President Strategy & Communication

At the heart of the new strategy for the development mandate are the four investment
areas (Renewable Energy, Financial Inclusion, Scalable Enterprises and Green
Infrastructure), 30 core investment countries, quantified impact ambitions for each
investment area and portfolio KPIs to ensure additionality. Norfund believes that
targeted asset allocation is the best way to deliver impact, and the strategy underpins
this. Compared to the last strategy period we aim to strengthen catalysation of private
capital to developing countries and have a more systematic approach to circulating
capital. Our work on climate will also be strengthened and is an important priority
during the next four years.

—> Click here for a more comprehensive understanding of Norfund's new
development mandate strategy
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Key figures

For the first time this year, Norfund reports on both the Development Mandate and the
new Climate Mandate, as the Climate Investment Fund became operational starting in

2022. For some key figures such as commitments and investments we present both here,
while on others such as certain development effects we report only on the Development
Mandate due to the current relatively small size of the Climate Mandate.

—> Read more about the Development Mandate

—> Read more about the Climate Mandate

For more detailed reporting on each mandate refer to their individual sections in the content
menu above.

New commitments

4.54 Development Mandate
’ billion NOK in 2022*

*Excluding Business Support and PDRMF

2 1 Climate Mandate
* billion NOK in 2022

Total commitments

2 9 5 Development Mandate
: billion NOK in portfolio
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2.14 Climate Mandate
* billion NOK in portfolio

Investments

34 /1 8 Development Mandate

New/follow-on investmentsin 2022

7 Climate Mandate
New investmentsin 2022

Companies

219 / 070 Development Mandate

total direct/indirect investees in the portfolio

7 Climate Mandate
total direct investees in the portfolio
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Committed investments per year (MNOK)
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514,000 Jobs

in Norfund portfolio companies under
Development Mandate

2 4 , 5 0 O Jobs created

new jobs created (net) in portfolio companies
under Development Mandate

37% Female employees
in Norfund portfolio companies under

Development Mandate, a 10% net increase

—> Read more about job creation and the Development Mandate here

New electricity capacity

1 ll_‘] 5 VW Development Mandate

financedin 2022
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2 ,433 M\ Climate Mandate

financedin 2022

Development Mandate

15.9 TWh

electricity produced

Almost equivalent to the combined annual electricity consumption of Kenya, Tanzania, and Uganda

CO2

10 / 6 3 Development Mandate

onne Avoided annually from new renewable
mi I I ION  capacitysinceinception/2022 portfolio

tonnes

6.176 million Climate Mandate

Expected avoided emissions*

tonnes eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee issions are calculated to be 6. 2mill tCO2e peryear.

— Read more about energy and the Development Mandate
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—> Read more about increased renewable energy and the Climate Mandate

8.9 million Newclients

offered financial servicesin 2022

under the Development Mandate

32.1 million Totalclients

offered financial servicesin 2022

under the Development Mandate

89 BNOK Increasedlending

increase in total lending volume

under the Development Mandate

= Read more about access to finance

5 10/0 IRR in 2022

ininvestment currency
14.8% in NOK

5.1% IRR since inception
1770
In Investment currency
8.1% in NOK

The IRR in 2022 is only calculated with Development Mandate investments included.

(The IRR for 2022 and since inception are both 5.1%, and is not a typo.)
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—> Read more about IRR and financial results
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In 2022 (MNOK)

Renewable Enerey @ Scalable Enterprises @ Financial Inclusion @ Green Infrastructure Climate Mandate
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Commitments per region

Total portfolio (MNOK) In 2022 (MNOK)

@ Africa Asia @ Latin America Other @ Africa Asia @ Latin America

Portfolio since inception
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Norfund Key Performance Indicators (Development
Mandate)

Five key performance indicators (KPIs) are developed as a tool to secure that the
portfolio develops according to Norfund's mandate. The KPIs are all measured at the
portfolio level, though also monitored year by year (see table below).

Least Developed
Countries (LDC)

Greenfield 25%

Equity 74%

Sub-Saharan Africa 63%

Renewable Energy 64%

60%

Target KPI
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Gender equality in Norfund's investees 2022

100
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40
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o]
BoD

Senior management Employees Smallholder farmers Individual loan clients
Il Women (%) Men (%)
L3 L3
Gender equality in Norfund 2022
100
80
60
40
) l
o]
Level1 Level 2 Level3 Level & Total New employees BoD
2022
I Women (%) Men (%)

—> Read more about gender
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Key figures per year
Key figures 2016 2017 2018 2019 2020 2021 2022
Climate and Development
Mandates
Committed portfolio 24 26
(MNOK) 16762 | 20439 | 22253 944 28352 924 31650

New investments (MNOK) 2784 3600 3511 4015 4839 5320 6513

Number of direct

investments in portfolio 125 136 149 163 170 195|226

Capital allocated by the 1478| 1500| 1690| 1905| 1820| 1680| 2680

owner (MNOK)

Number of employeesin 69 1 75 37 96 11 13
Norfund

Development Mandate

Committed portfolio 24 26

(MNOK) 16762 | 20439 | 22253 944 28352 924 29516

New investments (MNOK) 2784 3600 3511 4015 4839 5320 4540

Return on invested capital

O, O, 0, O, - O, O, O,
(IRR) (inv. currency) 2.9% 14% | 4.6% | 6.3% 0.1% | 5.2% 5.1%

Number of direct

investments in portfolio s 136 149 163 170 195 219

KPI: Share of investments
in least developed 33% 36% 41% | 40% 39% | 40% 37%
countries

KPI: Share of investments

0 0 0 0 0 0 0
in Sub Saharan Africa 52% 50% 55% 53% 53% 65% 63%

KPI: Share of greenfield

: 20% 27% 32% 31% 25% | 22% 25%
Investments

KPI: Share of equity and

O, O, (o) O, 0, (o) (o)
indirect equity 85% 85% 81% 79% 79% 75% 74%

KPI: Renewable energy
share of allocated capital 62% | 145%| 60% 55% 54% | 40% -
>50% (ended 2021)

KPI: Renewable energy
share of allocated capital 64%
>60%
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Key figures 2016 2017 2018 2019 2020 2021 2022
Number of jobs in portfolio 276 292 304 380 377 452 514
companies 000 000 000 000 000 000 000

Taxes paid by portfolio

companies (BNOK) 10.9 9.3 13.9 14.1 16.9 16.9 23.2

Climate Mandate

Committed portfolio

(MNOK) B B B B B o2
New investments (MNOK) - - - - - - 2135
Number of direct ~ ~ ~ ~ ~ ~ 5

investments in portfolio
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Portfolio overview

By year end 2022, Norfund had committed investments totaling
31.65 billion NOK in 226 projects. The Development Mandate
accounted for 29.5 billion NOK in 219 projects, and the new
Climate Mandate accounted for 2.14 billion NOK in seven projects.

PG. 28 OF 294



Norfur‘igd

ANNUAL REPORT 2022 Year 2022 / Portfolio overview

Portfolio since inception
40,000
35,000
30,000

25,000

20,000 I I I

=
: I
=
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o o L7 07 LT o L' 0 07 o ~ N T P U Ly R
I I L I i P P S A I
I Results/retained earnings mm— Committed portfolio

Allocated capital during year
- Accumulated capital

Priority investment areas

Norfund invests in four areas under the Development Mandate. These are areas where
the potential for development impact is substantial and that are aligned with the SDGs:
Renewable Energy, Financial Inclusion, Scalable Enterprises and Green Infrastructure.
In addition we now invest through the new Climate Mandate with the Climate

Investment Fund, in order to accelerate the global energy transition by investing in
renewable energy in developing countries with large emissions from coal and other
fossil power production.
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Portfolio per investment area (MNOK)

)

Renewable Energy @ Scalable Enterprises @ Financial Inclusion @ Green Infrastructure Climate Mandate

Key Performance Indicators (KPIs) for Norfund's
Development Mandate portfolio

Four Key Performance Indicators are defined for Norfund's Development Mandate
portfolio.

Least Developed Countries >33%

The scarcity of capital available in Least Developed Countries (LDC) means the needs for
our investments are high. 37% of Norfund's portfolio is in these markets.

37 % Total portfolioin LDCs

Sub-Saharan Africa >50%

In line with Norfund’s strategic target, 61% of all new commitments in 2022 were in
Sub-Saharan Africa, and 63% of the portfolio is now allocated in the region.

63 % Investmentsin Sub-Saharan Africa
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Greenfield >15% of three years’ moving average

Investments in new power plants, startups and first-generation funds are classified as
greenfield investments. Greenfield investments often carry high risk but may be
particularly important to development. The greenfield KPI is different to the other KPIs.
This is a floating average of commitments over the past three years and not a portfolio
level measure. This KPI ended in 2022.

25 % Total portfolioin greenfield

Equity and indirect equity >70%

Norfund provides capital in the form of equity, debt and fund investments. Preference is
given to equity investments — both direct investments and through funds — because in
most developing countries equity is the scarcest type of capital available to enterprises.

@ Equity @ Indirect equity (funds) Loans
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Note: This diagram only includes the Development Mandate

—> Key figures for 2022

Norfund investment portfolio overview

(as of 31.12.2022)

Scalable enterprises — Funds portfolio Scalable Enterprises — Direct portfolio

2022 2022
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S —

Green Infrastructure Portfolio 2022
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How we make a difference

Norfund invests to create jobs, improve lives and support the
transition to net zero.

To fulfil our mandates effectively, we focus on countries and investment areas in which
capital is scarce and our development impact is likely to be strong. Capital is scarce
where other investors are reluctant to invest because of high levels of real or perceived
risk. The extent to which an investment contributes to an outcome that would not have
happened otherwise is often referred to as ‘additionality’. These two criteria —
additionality and impact — constitute the backbone of our strategy.
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—> More about additionality

Read about Norfund’s Development Mandate and Climate Mandate

Investing in the transition to net zero

Creating jobs, improving lives

The illustration below shows how Norfund works and how investments in 2022
contributed to creating jobs, increasing energy access and supply and strengthening
financial inclusion. When Norfund is no longer considered additional, the investments
are exited. The proceeds are then reinvested in new enterprises with greater need for risk
capital.
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—> Discover Norfund’s impact here

NoK 1.7

NOK 1

billion allocated to
the Climate Mandate

billion allocated to the
Development Mandate

=L
Norfund

provides

>

v
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IRR since inception in
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TAXES

NoK 23.2

billion paid in taxes
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NOK 4.54

113

L

billion in new Development
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MNorfund staff
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SUPPORT
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in order to
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A responsible and active investor

Norfund is a responsible owner of our portfolio companies, contributing expertise and
sound corporate governance — helping our investees to improve their environmental
and social performance.

—> Norfund’s Environmental and Social Risk Management

If environmental and social risks are not addressed appropriately, harm can be caused
both to people and to the environment. The management of environmental and social
risks is therefore an integral part of Norfund’s investment process. Norfund uses the
Environmental and Social Sustainability Performance Standards of the World Bank’s
International Finance Corporation (IFC). This framework covers eight standards that
form the basis for our assessments and follow-up interventions.

Norfund requires high standards of business integrity from employees and business
partners and communicates its no-tolerance approach to all stakeholders.

More about Norfund’s business integrity policy and other governing documents at

norfund.no
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Principles for Responsible Investments (PRI)

Since 2017, Norfund has been a signatory to the Principles for Responsible Investment

(PRI) initiative. The PRI outlines six principles for responsible investment that Norfund

has committed to and report on annually. The six principles reflect the increasing
relevance of environmental, social and corporate governance issues to investment
practices.

Operating Principles for Impact Management

The “Operating Principles for Impact Management” is a new investment tool that has

established a market consensus for the management of investments for impact. The
principles were developed by the International Finance Corporation (IFC), in
consultation with a core group of stakeholders and draw on emerging best practices.
They provide a reference point against which the impact management systems of funds
and institutions may be assessed.

Norfund was among the first founding signatories. Since 2020, Norfund has annually
published a Disclosure Statement describing how Norfund is working to align its
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investments and operations with the Impact Principles. In 2022, the statement and
Norfund's impact management approach was verified by BlueMark.

Norfund Disclosure Statement Operating Principles for Impact Management

A minority investor

Norfund invests jointly with other partners, and always as a minority investor. By being
a significant minority investor, Norfund has influence, while supporting local ownership
and encouraging other investors to invest in developing countries. Equity is our
preferred instrument, and we often take up Board positions in our portfolio companies.

Strategic partners and co-investors

Norfund’s ownership will normally not exceed 35 percent of a company. This means we
always depend on competent and trusted partners. Norfund has clear guidelines for how
to analyse and evaluate potential partners. The partner’s areas of expertise and
knowledge, previous and existing positions and relationships, other roles in the society
and reputation are among the factors that are carefully considered.

Being a minority investor is a principle that is defined in Norfund’s mandate. This can
enable other international investors to invest in developing countries and supports local
ownership.

Co-investing this way enables Norfund to leverage additional capital and to provide the
industrial and local knowledge needed for each investment.

Overview of Norfund partners at norfund.no

Responsible Tax Policy

Norfund’s Responsible Tax Policy, adopted by the Board of Directors in 2019, sets out

the principles that guide our approach to tax-related issues and what we expect from our
portfolio companies and co-investors. The guidelines are based on internationally
agreed principles and were drawn up with input from civil society. It consists of seven
fundamental principles. They include requirements regarding transparency, that
Norfund’s investees shall pay taxes to the countries in which they operate and where the
income occurs, and that third countries must only be used when necessary to meet the
fund’s development priority of investing in high-risk markets and to protect the fund’s
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capital.

Business Support

Norfund’s Business Support facility aims to enhance the sustainability and development
effects of our investments.

By leveraging Business Support, we can exercise responsible ownership and create value
additionality for our investments in high-risk sectors and segments.

Following the Norfund Development Mandate strategy, Business Support projects
actively target human rights, anti-corruption, climate and environment, and gender
equality.

—> More about Norfund Business Support projects in 2022
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Frontier Facility

The Frontier Facility (formerly known as the Project Development and Risk Mitigation
Facility) is funded by the Norwegian Ministry of Foreign Affairs.

The facility serves two purposes:

» Enabling early phase project development within Norfund’s investment areas
 Risk mitigation for commercial investors that wish to invest in Norfund funded
projects, throughout the project cycle

The Frontier Facility is primarily used for projects that have a risk level which is higher
than other investments in Norfund’s core portfolio and to be used in our most
demanding markets - in particular fragile states and Least Developed Countries (LDCs).
These projects are therefore managed as a separate facility and are not included in
Norfund’s overall portfolio valuation.

—> Read more about the Frontier Facility
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Norfund and the SDGs

Norfund is committed to contributing to implementing and
supporting the UN Sustainable Development Goals.

Norfund invests to create jobs, improve lives and support the transition to net zero.

Norfund’s work under the Development Mandate is the Norwegian government’s main
instrument for strengthening the private sector in developing countries to contribute to
poverty reduction.

Norfund’s work under the Climate Mandate is the Norwegian government’s main
instrument for accelerating the global energy transition by investing in renewable
energy in developing countries with large emissions from coal and other fossil power
production.

Both our Development Mandate mission and strategy for 2023-2026 and our Climate
Mandate mission and strategy for 2022-2026 are based on the UN Sustainable
Development Goals.
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Norfund’s mission under the development mandate is to create jobs and improve lives
by investing in businesses that drive sustainable development (SDG 8: Decent Work and

Economic Growth).

As defined in the development mandate strategy, the investments are concentrated in
four investment areas that each also contribute directly to SDG targets:

e Renewable Energy investments contribute to SDG 7-1 (universal access to energy

services) and SDG 7-2 (increase share of renewables in the global energy mix)
e Financial Inclusion investments contribute to SDG 8-10 (universal access to

financial services) and SDG 9-3 (increased access to financial services for small
and medium sized enterprises (SMEs))

 Scalable Enterprises investments contribute to SDG 8-5 (productive employment
and decent work for all) and SDG 9-2 (promote inclusive and sustainable

industrialization)
e Green Infrastructure investments contribute to SDG 11-6 (clean cities), SDG 12-5

(reduce waste generation), and SDG 6-1 (safe drinking water)
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—> More about Norfund’s strategy for the development mandate
2023-2026

Norfund’s mission under the development mandate is to invest in the transition to net
zero in emerging markets (SDG 13: Climate Action). As defined in the strategy for the
climate mandate, investments are made in renewable energy directly contributing to
SDG 7-1 (universal access to energy services) and SDG 7-2 (increase share of renewables
in the global energy mix).

—> More about Norfund’s strategy for the climate mandate 2022-2026

In addition, Norfund’s work to mobilise capital from other investors contributes to
reducing inequalities between countries (SDG 10) and to increasing investments in
developing countries (SDG 17).
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Cross-cutting issues

The cross-cutting issues in Norway’s development policy — human rights (SDG 8), anti-corruption
(SDG 16), gender equality (SDG 5), climate and environment (SDG 13) — are assessed in all our
investments.

Human rights

The responsibility to respect human rights is a global standard of expected conduct DECENT WORK AND
ECONOMIC GROWTH

for businesses and their responsibility as employers worldwide (SDG 8.7). As
Norfund’s role is to contribute to building sustainable businesses, we require our
investees to respect human rights by adhering to the IFC Performance Standards.
These standards cover relevant parts of the Declaration of Human Rights and the
UN Guiding Principles on Business and Human Rights — such as the core
conventions of the International Labour Organisation (ILO) and indigenous
peoples’ rights. You can read more about this under E&S.

o

Zero tolerance for corruption

Norfund has zero tolerance for corruption in all its investments and activities. We 1 PEACE, JUSTICE

make clear to our portfolio companies that we do not accept any form of corruption e
and require them to implement anti-corruption programmes. All Norfund 0
employees and representatives (including external board members appointed to .i

portfolio companies) are required to sign and abide by Norfund’s Code of Conduct, =
which prohibits all forms of corruption. If financial irregularities or corruption are

suspected, Norfund has a formal channel to support whistle-blowers. Read more

about this under Governance and Business Integrity.

Gender Equality

Norfund is committed to addressing gender equality in our own organisation as well GENDER
as in our investments. We use active ownership to promote equal opportunities for <L L
men and women across all levels in our investee companies. g
Read more about Norfund’s work with gender here.

Climate

The climate crisis disproportionally affects poor people in developing countries and 13 CLIMATE
is a major threat to the goal of eradicating poverty. AL

Read more about Norfund’s work with climate and environment here.

PG. 45 OF 294


https://www.norfund.no/annualreport-2022/responsible-investor/e-and-s/
https://www.norfund.no/annualreport-2022/responsible-investor/governance-and-business-integrity/
https://www.norfund.no/annualreport-2022/responsible-investor/governance-and-business-integrity/
https://www.norfund.no/annualreport-2022/responsible-investor/gender/
https://www.norfund.no/annualreport-2022/responsible-investor/climate-and-environment/

Norfur‘igd

ANNUAL REPORT 2022 This is Norfund / Organisation and team

Organisation and team

Norfund has a large specialist team investing in developing
countries. To ensure local presence and expertise, Norfund has
five regional offices with locally recruited staff in Africa, Latin-
America and Asia. Norfund's headquarteris in Oslo.

Investment expertise

In 2022, 85 out of 127 employees were working directly on investments, following the
projects through all the phases of the investment process. This includes eight dedicated
employees dealing with Environmental and Social issues (E&S).

Norfund has four sector-based investment areas: Renewable Energy, Financial
Inclusion, Scalable Enterprises and Green Infrastructure.

Country presence

Thirty-eight Norfund staff members are employed across five regional offices (Nairobi,
Cape Town, Accra, San José and Bangkok) to ensure local proximity and knowledge. The
regional offices generate investments, monitor existing commitments and provide all
the sector-based departments with support.

—> More about Norfund regional offices at Norfund.no

—> Information about our work with gender equality in Norfund can be
found here
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Impact expertise, financial analysis, organisational
development and legal support

The Strategy and Communication department leads strategy development and
implementation, analyses development effects and additionality. The department also
works with gender, media, and climate. Finally, they manage stakeholder relations and
communication, as well as dialogue with Norfund’s owner, the Norwegian Ministry of
Foreign Affairs.

The Finance, IT, Risk and HR department is responsible for Norfund’s accounts,
financial analysis and portfolio reporting, as well as for recruitment, skills and staff
development. This department is also responsible for Enterprise Risk Management, IT,
the Business Support scheme and the Project Development and Risk Mitigation Facility.

The Legal department is responsible for legal and compliance issues.
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The Norfund Way

As aresponsible investor, Norfund is committed to act in accordance with applicable
laws and with the highest ethical standards, every day. We call it the Norfund Way.

The Norfund Way includes five values and forms the basis for our corporate culture as
well as our Code of Conduct. The aim is to establish a corporate culture that is specific
and concrete, and that describes what type of attitudes and actions we believe promote

Norfund’s mandate the best.

Be courageous
Serve the mandate

Walk the talk
Make a difference

Norfund Academy

Competence development, knowledge sharing and strengthening of teams are identified
as key building blocks to improving the way we work. The Norfund Academy is one of
Norfund’s means to strengthening and structuring organisational learning.

Topics such as IFC performance standards, Business Integrity, the Investment Manual
and other core investment competencies among the focus areas selected for competence
development going forward. The current course catalogue contains courses like New
Joiner, Cyber Security, E&S training, Project Management, Investment Manual training,
Travel security videos, sessions for IT-systems in Norfund as well as courses arranged
by European Development Finance Institutions (EDFTI).

Investment committee

Norfund’s Investment Committee (IC) is important, both for quality assurance and for
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strengthening decision-making. While the CEO/Management Team decide on in-
vestments up to USD 4 million, the IC is mandated to decide on investments between
USD 4-15 million. The IC also reviews investment proposals exceeding USD 15 million;
these proposals are given final approval by the Board of Directors.

The IC is chaired by the CEO, Tellef Thorleifsson and has seven additional members:

e Two external members: Per Aage Jacobsen and Kathryn Baker,

e Four management team members; Mark Davis, Erik Sandersen, Ellen Cathrine
Rasmussen and Thomas Fjeld Heltne

e One E&S advisor; Karin Bianca Gullman.

CHIEF EXECUTIVE OFFICER

Tellef Thorleifsson

Fride Andrea Herem

LEGAL - STRATEGY &
Thomas Fjeld Heltne COMMUNICATION

Ylva Lindberg

SCALABLE GREEN
RENEWABLE ENERGY ENTERPRISES INFRASTRUCTURE

Mark Davis Ellen Cathrine Rasmussen Erik Sandersen Ellen Cathrine Rasmussen
REGIONAL OFFICES
SOUTHERN AFRICA EAST AFRICA WEST AFRICA ASIA LATIN AMERICA
(CAPE TOWN) (NAIROBI) (ACCRA) (BANGKOK) (SAN JOSE)
Simbah Mutasa g scobe) William Nyaoke Naana Winful Fynn Fay Chetnakarnkul Javier Escorriola it
Pindie Nyandoro fom ocober) Federico Ferndndez irompuiy
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Management

Tellef Thorleifsson
Chief Executive Officer

Fride Andrea Herem Thomas Fjeld Heltne
Chief Financial Risk Officer & HR Executive Vice President, General Counsel
Mark Davis

Executive Vice President

Ylva Lindberg Erik Sandersen
Executive Vice President, Strategy & Executive Vice President, Financial
Communication Institutions

Ellen Cathrine Rasmussen
Executive Vice President, Scalable
Enterprises
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Tellef Thorleifsson
Chief Executive Officer

Tellef Thorleifsson has been CEO of Norfund since Autumn 2018.
Prior to Norfund, he was a co-founder and managing partner of
Northzone. Thorleifsson was instrumental in building Northzone to
become a leading international venture fund. Since inception in 1996
it has raised more than EUR 1.5 billion through nine funds and
invested in more than 130 companies. Thorleifsson is also a co-
founder of the Voxtra Foundation which has been making targeted
investments and grants within agribusiness in East Africa.
Thorleifsson has held several directorships.

Foto: Hanne Marie Lenth Solbg
/ Norfund

Fride Andrea Heerem
Chief Financial Risk Officer & Head of HR

Fride Andrea Haerem took the position as CFRO and Head of HR in
Norfund in 2021. Before joining Norfund, she was EVP for HR,
Marketing and Communication, IT and Strategy at Norconsult. She
has more than 10 years of experience in HR directorship roles and has
held several finance manager positions, including at Posten and
Cermag. She holds a Master of Management with a specialisation in
international business leadership from BI Norwegian Business
School.

Thomas Fjeld Heltne
Executive Vice President, General Counsel

Thomas Fjeld Heltne took the position as General Counsel in Norfund
in 2019. Before joining Norfund, he was Director M&A at Norsk
Hydro. Heltne has throughout his career worked with transactions,
financing and international projects, both from the legal and
commercial side. He holds a degree in law from Norway as well as a
Master of Laws from LSE and Corporate Finance from the Norwegian
School of Management. Heltne has been member of and observer to
boards of Norwegian industrial companies and served on the Trade
Policy Panel for the Confederation of Norwegian Enterprise (NHO).
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Ylva Lindberg
Executive Vice President, Strategy & Communication

Prior to joining Norfund, Ylva was founding partner of SIGLA, a
boutique consultancy on sustainability and business, for 13 years. She
has worked with sustainable and impact investments for almost 20
years and has experience with asset management and consumer
goods. Ylva is a senior associate of the University of Cambridge
Institute for Sustainability Leadership, board member of Laerdal
Medical and member of the Responsible Investment Advisory Council
of BMO Global Asset Management.

Erik Sandersen
Executive Vice President, Financial Institutions

Erik joined Norfund in 2014 and has represented Norfund on several
boards of banks and microfinance institutions. He is currently a board
member of the South Africa-based bank investment firm Arise and of
the Nordic Microfinance Initiative. Prior to joining Norfund, Erik
worked for 10 years as a co-founder and partner in a venture capital
firm in the Nordic region. He has also worked as an executive in the IT
sector and for the Boston Consulting Group in London and Oslo. He
holds a master's degree in engineering from the Norwegian
University of Science and Technology (NTNU) and an MBA from
Stanford University.

Mark Davis
Executive Vice President, Clean Energy

Mark has worked extensively with renewable energy investments,
regulation and policy in developing countries, with a focus on Africa.
Prior to joining Norfund he was a partner at ECON Analysis, and
previously was Postgraduate Director at the Energy & Development
Research Centre, University of Cape Town. He holds a PhD in energy
economics from the University of Sussex, and earlier degrees in
mathematics and applied science from the University of Cape Town.

Ellen Cathrine Rasmussen
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Executive Vice President, Green Infrastructure and Scalable
Enterprises

Ellen Cathrine Rasmussen joined Norfund as EVP for Scalable
Enterprises in March 2020. In 2021 she also took on the role of EVP
for Green Infrastructure. Prior to Norfund, Ellen held several senior
positions at Yara, the world's leading fertilizer company. Her last
position in Yara was as VP of Sustainability Programs and Global
Projects. Prior to that, she was country manager for the Ivory Coast.
Earlier in her career Ellen spent four years as EVP for Agrinos, an
international agriculture input provider, responsible for Europe,
Middle East, Africa and Asia. Ellen has also had various management
positions at Norsk Hydro and served as a board member for SINTEF.
She studied economics in Norway and France.
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Board of Directors

Norfund’s Board of Directors is appointed by the General Assembly. The General
Assembly is constituted by the Norwegian Minister of International Development who
governs the state’s ownership in Norfund.

Norfund’s Board of Directors ensures that the Fund operates in accordance with the
Norfund Act of 1997 and the fund’s statutes. The Board defines Norfund’s strategy and
approves individual investments exceeding specified thresholds. Other investment
decisions are delegated to the CEO and Investment Committee.

In 2022, the Board held a total of 8 board meetings and made a trip to England where
they participated in the University of Cambridge’s Institute for Sustainability Leadership
(CISL) Board Program. They also met with the Norwegian Ambassador to the UK.,
several portfolio companies, such as Globeleq, AgDevCo, Helios, and with British
International Investment (BII).

Three of the Board members - Tove Stuhr Sjgblom, Martin Skancke and Brit Rugland —
are also members of the Risk and Audit committee. The role of this committee is to
strengthen Norfund’s risk management.

Olaug Svarva

Chair

Brit Rugland Martin Skancke

Director Director

Finn Jebsen Lasse David Nergaard

Director Director (Employee Elected)

Tove Stuhr Sjgblom Vibeke Hammer Madsen (until
Director June)

Director
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Rslaug Haga (appointed from Karoline Teien Blystad
August) Director (Employee Elected)
Director

Vidar Helgesen
Director

PG. 55 OF 294



Norfur‘igd

ANNUAL REPORT 2022 Thisis Norfund / Additionality

Additionality

Norfund is committed to making a difference by investing where
capital is scarce and through active ownership.

The Norfund Act states that Norfund shall contribute to establishing viable, profitable
undertakings that would not otherwise be initiated because of the high risk involved.

The extent to which an action contributes to an outcome that would not have happened
otherwise is often referred to as ‘additionality’. Proving the additionality of our
investments is challenging because it requires insights into what could have happened
had we not invested.

What does it mean that an investment is additional?
Financially additional

According to the OECD, an investment is financially additional if it supports capital-
constrained markets in which private sector partners are unable to obtain commercial
financing with similar terms or quantities, or if it mobilises investment from the private
sector that would not otherwise have invested.

Value additional

An investment is value additional if it provides non-financial value that the private
sector is not offering through active ownership, promoting environmental and social
standards or supporting enterprise improvement. Through our value additionality, we
contribute to improving both the profitability and the development impact of the
businesses in which we invest.

Development additionality

Development additionality is described as the development impact that arise as a result
of investment that otherwise would not have occurred.
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Ten ambitions on additionality

Norfund has a defined additionality framework that helps assess the additionality of our
investments and ensure alignment with the OECD definition. This framework consists of
ten additionality ambitions (see table below) reflecting both the financial and value
additionality of our investments. For each ambition, we have identified relevant
indicators to assess the extent to which we meet these ambitions. Investments under the
new Climate Investment Mandate are subject to the same additionality assessment.
Development additionality is assessed for each new investment by setting baseline and
target values for key impact/ climate ambitions, describing what the investment aims to
achieve.

Based on our experience with the use of the framework since 2018, the framework has
been revised twice to better reflect the markets we operate in.

Additionality informs our investment decisions

The framework informs our investment decisions and the way we report on
additionality. Each new potential investment is assessed against the ten ambitions,
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explained in the graph below, and is accompanied by a narrative description of
additionality. In 2022, Norfund invested in 34 new companies and funds that were all
assessed using the additionality framework. More information on which ambitions each
investment is particularly additional on, is listed on the individual investment webpages
on the Norfund website.

Percentage of committed capital to new projects in 2022 scoring materially on each
additionality ambition (follow-on investments are not included):
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Share of new committed capital
scoring on each ambition N 2022 W 2021

Investing in the poorest countries 67 %
Refers to investments made in countries 60 %
with low per capita income levels 9

Investing in the most capital-constrained markets 83 %
Refers to investments made in countries with %
low levels of available domestic financing 71

Investing in the riskiest markets 67 %

Refers to investments made in countries 72 %

with credit rating below investment grade

Investing in sectors with high development needs 92 %
Refers to investments made in countries and sectors with %
high development needs (sector specific additionality) 94

Investing in high risk instruments

93 %
Refers to financial instruments o
characterised by high risk 97
Targeting underserved segments 45 %
Refers to investments in businesses that target 65 %
underserved business types/ end-clients 5
Mobilising private investors 67 %
Refers to investments that mobilise 45 %
financing from private investors

Taking an active role in investments 62 %

Refers to Norfund's engagement 82 9
level in the company

Improving social and environmental standards 84 o

Refers to the depth of the due diligence, 4
environmental and social requirements 100 %
and the level of monitoring required

Supporting enterprise improvements

Refers to the use of Business support — 33 %
facility in the project

Compared with last year’s results, new investments in 2022 scored slightly lower on
several of the ambitions, but significantly higher on mobilising private investors.
However, more of our committed capital was invested in economies with low access to
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capital (domestic credit to private sector) than in 2021. “Supporting enterprise
improvements” through the use of our Business Support facility is a new indicator as of
2022.
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Environmental and social risk
management

Appropriate Environmental & Social (E&S) measures reduce risk
toworkers, the environment and local communities and provide
business benefits which increase ourimpact. The management of
environmental and social risks is therefore an integral part of
Norfund’s investment process.

Our sustainability commitments

Norfund’s Environmental, Social and Governance Policy (ESG Policy) is approved by the
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Board of Directors. The policy sets direction for Norfund’s E&S work and presents our
sustainability commitments and the main standards we use in our work. The policy also
describes how we work to identify, assess and manage the environmental and social
risks associated with the operations of our clients, and provides an overview of the
cross-cutting issues that guide our work.

IFC PERFORMANCE STANDARDS

The IFC Performance Standards for Environmental and Social Sustainability and

the World Bank Group Environmental, Health and Safety Guidelines are the main

standards for operationalising Norfund’s sustainability commitments. These
standards are globally recognised benchmarks for environmental and social risk
management in the private sector. The standards are used by development finance
institutions, commercial banks and other similar institutions.

The eight Performance Standards define clients’ responsibilities for managing
their environmental and social risks. The following aspects are included:

1: Assessment and Management of Environmental and Social Risks and Impacts
2: Labour and Working Conditions

3: Resource Efficiency and Pollution Prevention

4: Community Health, Safety and Security

5: Land Acquisition and Involuntary Resettlement

6: Biodiversity Conservation and Sustainable Management of Living Natural
Resources

7: Indigenous Peoples

8: Cultural Heritage
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Clear roles and responsibilities

Our Environmental and Social Management System (ESMS) describes roles and
responsibilities relating to E&S risk management, including governance, oversight, and
E&S day-to-day working practices. Investment staff take part in a training programme
which includes modules on our ESMS, the IFC PS and how to identify environmental,
health and safety issues on site-visits.

Integrated part of investment process

E&S risk management is an integrated part of our investment process and specific
actions are required for each step of the project cycle: initial screening, due diligence,
legal agreements and monitoring.

Understanding the risk profile of our portfolio companies

In the initial screening phase, Norfund evaluates the project against the EDFI Exclusion
lists and performs a high-level assessment of key E&S risks. An inherent risk category is
assigned which will determine the depth of due diligence and the degree of E&S expert
involvement. Our approach is aligned with EDFI’s E&S Standards and was revised in
2022 to include new tools and training modules.

Assessing E&S risks and impacts

If the project is approved by our investment committee, the E&S due diligence
commences. This includes a comprehensive assessment of E&S risks and performance
based on document reviews, site visits and interviews with key stakeholders. Gauging
the potential client’s capacity and commitment to E&S risk management is an important
aspect of this process. Shortcomings and value add opportunities identified in due
diligence are described in an Environmental and Social Action Plan (ESAP) which forms
part of the investment agreement.

E&S requirements included in legal agreements

Our portfolio companies are required to comply with applicable national laws and
regulations as well as international standards such as IFC Performance Standards and
World Bank Group Environmental Health and Safety Guidelines. This includes a
requirement to develop an Environmental and Social Management System (ESMS)
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containing an ESG policy, procedures for identifying, managing and monitoring risks,
sufficient organisational capacity, emergency preparedness measures and stakeholder
engagement.

Monitoring compliance and supporting capacity building

Norfund is a responsible owner and monitors portfolio companies’ compliance with our
E&S requirements. Investees are required to report at least annually to Norfund on their
E&S risk management performance. In 2022, we revised our approach for assessing the
E&S performance of the projects in our portfolio and created a new E&S monitoring
system. This helps us better understand the E&S risk and performance of the portfolio
and analyse changes over time. Our business support facility is an important tool for
building E&S capacity and is often used to strengthen portfolio companies’ ESMS and
provide training.
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Governance and business integrity

High Business Integrity standards are prerequisites for
succeeding in delivering on Norfund’s mandate.

Corruption, money-laundering and other economic crime have wide-ranging negative
effects on societies and are detrimental to reach the United Nation’s Sustainable
Development Goals (SDGs). Norfund has a zero-tolerance approach to corruption and
other forms of economic crime, and we are committed to promoting integrity,

transparency and accountability in all our investments.

PG. 66 OF 294



Norfur‘igd

ANNUAL REPORT 2022 Thisis Norfund / Aresponsible investor / Governance and business integrity

The framework that governs our work
Overall framework

Norfund has adopted a governance framework consisting of overarching policies
adopted by our Board of Directors, relevant underlying guidelines and requirements
approved by the management and detailed procedures and templates to help ensure
compliance and consistency throughout the organization. The governance framework
underwent a major overhaul in 2020 and implementation efforts continued throughout
2022. The governance framework is regularly reviewed to make sure it is up to date and
relevant. In 2022, we introduced an HR Policy, updated both our Code of Conduct and our
Compliance System and made numerous updates and additions to our underlying
steering documents.

Business Integrity framework

The management of Business Integrity risks is an integral part of Norfund’s investment
process. We require the companies we invest in, our business partners and our
employees to promote and adhere to high standards, including:

e Norfund Code of Conduct
Norfund Supplier Code of Conduct

Norfund Compliance System

Norfund Business Integrity Policy

Norfund Responsible Tax Policy

Gift and Hospitality Guidelines
e Whistleblowing and reporting procedures

Risk-based approach

The Business Integrity framework describes how we work to identify, assess and manage
the Business Integrity risks associated with the operations of our investments, and
provides an overview of the cross-cutting principles that guide our work. To further
enhance this framework, a risk assessment of our investment portfolio was conducted in
2022. In addition to outlining the Business Integrity risks that Norfund is exposed to, the
assessment includes a review of existing mitigating measures and suggested additional
measures. The assessment has provided a valuable external benchmarking and will help
strengthen Norfund’s Business Integrity processes and procedures going forward.
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Dedicated resources

To further raise awareness and secure harmonized practices between all offices, one
Business Integrity Ambassador has been appointed for each of Norfund’s regional
offices. The Ambassadors work closely together with the Compliance & Legal Counsel
and participate in a joint Business Integrity Ambassador network.

Business Integrity Week

Norfund held its second, annual Business Integrity Week in November 2022. The topic of
the event was anti-corruption, which is one of Norfund’s four cross-cutting issues. The
purpose of the event is to spread awareness and provide training in important Business
Integrity practices to the whole organization and continue to build a strong Compliance
culture in Norfund.

Whistleblowing and reports

Norfund encourages the reporting of any suspected breach of its governance framework
or applicable laws or regulations in connection with or related to its investments or
activities. Norfund staff can report suspected violations to internal functions, and such
reporting is also encouraged via Norfund’s external whistleblowing channel. The
whistleblowing channel caters for anonymous reporting of illegal, unethical or other
unacceptable circumstances within Norfund and our investments. The whistleblowing
channel is also open to Norfund representatives, business partners and other
stakeholders, and reviewing and following up on Business Integrity incidents has a high
priority in Norfund.
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Climate and environment

Climate change is one of the most pressing challenges of our
time, with severe consequences for both people, nature and
economies. Theimpact disproportionally affects developing
countries and is a major threat to the goal of eradicating poverty.
Norfund is committed to supporting a just transition towards net
zeroin developing countries, in line with the Paris agreement.

Our work on biodiversity and nature is core to our work on environmental and social risks,

integrated in the investment process.
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Norfund’s climate position outlines the way in which Norfund intends to invest in a
clean and climate resilient future in developing countries. It is built on three pillars:
resilience, reduction, and risk.

Resilience

By resilience, we mean the capacity of individuals, economies and societies to cope with the
effects — physical and economic — of climate change. Job creation and economic development
enables such resilience.

Norfund’s contribution:

-Building climate resilience by prioritizing investments and job creation in the Least
Developed Countries (LDCs) and Sub-Saharan Africa

-Increasing resilience in Norfund’s existing investments by implementing risk reducing
measures

-Exploring opportunities to enhance adaptation and build resilience in the countries
where we operate by investing in adaptation and resilience solutions
Reduction

By reduction, we mean reducing or avoiding emissions to enable the transition to an energy
system aligned with the Paris Agreement.

Norfund’s contribution:

-Managing the Climate Investment Fund on behalf of the Norwegian Government, with

the primary goal of avoiding and reducing greenhouse gas emissions

-Investing in climate solutions such as large-scale renewable energy (where the Climate
Investment Fund is the most important vehicle), transmission, waste management and
water solutions to help avoid emissions and facilitate the transition to a low-carbon
economy.
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-Aligning all new investments with the objectives of the Paris Agreement, in line with
the EDFI Statement on Climate and Energy Finance)

-Charting a path to achieve net zero portfolio emissions by 2050, in line with the EDFI
Statement on Climate and Energy Finance. This path must balance the need for rapid

decarbonization at the global level with the needs for development and growth in
emerging economies. Further, it will be a stepwise process, reflecting uncertainties, lack
of data and our investees’ capacity for implementation.

-Avoiding fossil fuel investments in line with our fossil fuel exclusion list (with
exemptions for Paris-aligned gas-fired power until 2030)

Risk

By risk, we mean the physical risks, such as flooding, drought and cyclones, and transition
risks, such as policy, technology and reputational risk, that impact companies. These risks can
also be turned into opportunities.

Norfund’s contribution:

-Assessing material climate risks (physical and transition) for sectors, geographies, and
investees

-Using our role as owner to build capacity and support our investees to manage climate
impacts, reduce financial risk and seize climate-related business opportunities where

relevant

-Disclosing information in line with the Task force on Climate related Financial

Disclosures (TCFD) recommendations

-Integrating climate risk in our Enterprise Risk Framework
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Norfund's 2022 key climate contributions

1415 MW New electricity capacity

New capacity financed in 2022,100%
renewable

3208 MNOK Climate finance

Committed climate finance in 2022*

6.3 million Avoided emissions
) estimated avoided emissions in 2022**
tonnes CO2e

*Norfund uses the OECD DAC Rio Markers for Climate to define climate finance. By evaluating projects against the Rio Markers, Norfund identifies activities targeting the

Rio convention objectives for climate change on adaptation and mitigation.

**Avoided emissions are estimated using the harmonized IFI approach “GHG Accounting for Grid Connected Renewable Energy Projects” (see more about the calculation

of the emissions factors in the document:B‘Methodological Approach for the Common Default Grid Emission Factor Dataset’ (2022)). The estimation includes all

operational renewable power producers where Norfund has an ownership share or has extended a loan, that are providing electricity to the grid (such as large-scale solar
power plants), or substituting power from the grid (such as “captive power” solutions that provide power directly to a consumer, for instance rooftop solar). It does not

include companies providing pure off-grid solutions such as Solar Home Systems. The figures are not attributed to Norfund’s share.

Norfund’s portfolio companies have, since the fund was established in 1997,
installed around 8,900 MW new renewable energy capacity (incl. capacity under
construction) under the development mandate. These portfolio companies
contribute to avoiding an estimated 10 million tonnes of CO2 emissions annually.
This is equivalent to twice the capacity of the Norwegian government’s CCS project
Langskip, which will be able to store 5 mill tonnes CO2e (once fully operational).
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TCFD (Task force on Climate related Financial
Disclosures) report summary

Norfund's 2022 report, in line with the TCFD recommendations, can be found at
the link below. We recognize that managing climate-related risks and
opportunities is an ongoing process and we remain committed to enhancing our
practices and processes.

—> TCFD 2022 at norfund.no

 — —:—v-- —Tﬂ_ h

-

Norfund’s climate footprint

Norfund aims to report on absolute emissions scope 1, 2, and 3 in line with PCAF and the

GHG protocol. Norfund’s climate footprint consists of emissions from Norfund’s own

operations, but most importantly, financed emissions — emissions from the companies
in Norfund’s investment portfolio. The latter is by far the largest and also the most
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challenging to measure.

Financing a just transition to net zero in developing countries will require us to not only
invest in already low-emitting sectors, but also sectors that are key to economic
development with high initial emissions and contribute to their decarbonization path.
These investments will add to our portfolio carbon footprint in the short to medium
term.

What is scope 1, 2 and 3?

Scope 1 emissions refer to the direct greenhouse gas emissions that result from an
organization's activities or are within its control (e.g. emissions associated with
fuel combustion in boilers, furnaces, or vehicles). Scope 2 emissions refer to the
indirect emissions resulting from an organization's consumption of energy (e.g.,
purchase of electricity, steam, heat, or cooling). Scope 3 emissions refer to all other
indirect emissions that occur throughout an organization's value chain, such as
those resulting from business travel, the purchase or sale of goods and services, the
disposal of waste, or a company's investment portfolio.

GHG emissions from Norfund’s own operations

As an investor, the activities in our investment portfolio constitute the majority of
Norfund’s emissions, while emissions from own operations are primarily office related.
Nonetheless, Norfund requires companies to have strong environmental management,
and we believe it is important to start with ourselves by working to minimise our own
footprint and continuously improve our operations.
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Norfund's 2022 emissions in tonnes Co2e per scope

Scope 1 O tonnes

SCOpe 2 l22 tonnes

Scope 3 | G

CO2e

Norfund has no scope 1 emissions. Emissions in scope 2 indirect upstream activities are from electricity and heating for the Oslo office, but for now excluding the regional
offices. Within scope 3 indirect upstream activities, emissions are from business travels and waste. Emissions from business travels via air travel are from all Norfund offices,

whereas emissions from waste are only from the Oslo office.

Norfund’s Oslo office was certified as an Eco-Lighthouse (Miljofyrtarn) in 2022 and uses
this framework to improve our internal environmental performance. As part of the
framework, Norfund reports GHG emissions from its own operations annually.

Norfund's emissions in tonnes Co2e per year

PG. 75 OF 294



Norfur‘igd

ANNUAL REPORT 2022 Thisis Norfund / Aresponsible investor / Climate and environment

2019 | &5
2021 K 211 connes
2022 I 733, s

CO2e

Covid-19 affected the activity and thereby GHG emissions for Norfund in 2021, and there is reason to believe that Covid-19 has affected the result for 2022 in the same way,
especially affecting travel activity in Q1 and Q2. For 2022, we reported emissions from air travel for all Norfund offices, while for 2019 and 2021 the report covers the Oslo
office only. As Norfund obtained the Eco-Lighthouse certification in 2022, we calculated emissions for 2019 in addition to 2021, in order to have a baseline with pre-covid

data, hence no report for 2020.

Air travel accounts for more than 95% of Norfund’s emissions from own operations, and
this is an indication of where Norfund should focus efforts to reduce emissions.
According to Norfund’s business travel guidelines, we always assess the need for
physical meetings, and if digital meetings could be a suitable option. In 2023, we aim to
report GHG emissions for more activities and define goals per scope 1,2, and 3.

We work continuously to create more environmentally friendly operations and better
working environments, and we have identified approximately 25 measures to be
implemented and followed up within the organisation in 2023, covering travel, energy,
waste management, procurement, working environment and canteen.

Eco-Lighthouse certification

Eco-lighthouse is Norway's most widely used certification scheme for enterprises
seeking to document environmental efforts and demonstrate social responsibility.
The certification has been approved by the European Commission and is valid in
the EU. As an integral part of the certification, an annual climate and
environmental report is submitted. The GHG emission calculations in the Eco-
Lighthouse portal correspond to the GHG protocol. The portal also includes a

PG. 76 OF 294



Norfur‘igd

ANNUAL REPORT 2022 Thisis Norfund / Aresponsible investor / Climate and environment

holistic environmental management system with a valuable tool to monitor
progress or regression in our work to create more environmentally friendly
operations and safer work environments. As an Eco-Lighthouse, Norfund works
towards satisfying requirements and implementing environmental measures on a
systematic and ongoing basis.

Norfund’s financed emissions

Financed emissions are emissions from the activities of companies and projects in which
Norfund is invested. This is where Norfund’s largest share of emissions are, and
estimating these is a priority for us.

During 2022, we have made significant progress on collecting and mapping the
availability and quality of data as well as the tools available for estimating emissions. But
data availability and quality are a challenge in ours markets: only around 10% of
portfolio companies were able to report some GHG emission data, most of it unverified
by an external party. We have been testing the Joint Impact Model (JIM) to estimate GHG
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emissions from our portfolio companies (scope 1, 2 and 3) and attribute them to
Norfund, but it turned out to be more difficult than we thought. We were therefore not
able to estimate our financed emissions from our investment portfolio as we aspired to
do this year. We do report on scope 1, 2 and 3 for own operations. Going forward we will
continue to work on our methodologies and data capturing to be able to report on
financed emissions.

Use of the Joint Impact Model (JIM) to estimate GHG
emissions

Since 2020, Norfund uses the Joint Impact Model (JIM) to estimate the indirect job
effects of our portfolio companies. In 2022, we have assessed how this can also be

used to estimate greenhouse gas emissions from the companies in Norfund’s
portfolio. The JIM is a publicly accessible tool developed as a result of a
collaboration between several development finance institutions (DFIs) and
multilateral development banks (MDBs). The JIM and its methodology for
attribution is fully aligned with the Partnership for Carbon Accounting Financials
(PCAF) Global Standard for the Financial Industry.

However, as with any model, the JIM has its limitations. Estimates of indirect
impact are based on industry averages, which may differ from individual company
characteristics - and so company specific (rather than industry wide) GHG
emissions reductions will not be captured. It relies on data that may be incomplete
or inaccurate, and it does not account for indirect emissions from changes in land
use. Despite these limitations, we believe the JIM will provide valuable insights into
where the emissions in the portfolio are, including scope 1, 2 and 3 and will seek to
apply the model for 2023.
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Gender

Norfund is committed to promoting gender equality in our own
organization and in our investees.

Norfund’s Gender position was updated in 2021, building on the ambitions already set
out in 2016 when Norfund was one of the first development finance institutions (DFIs) to
develop a gender position. Norfund reports annually on the Gender Position and the
related action plan to the Board of Directors and in the report on operations.
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Norfund’s position on gender equality and women’s
economic empowerment has three objectives:

1. To ensure equal opportunities and promote gender balance across all levels in
Norfund

2. To promote equal opportunities for men and women across all levels in
investee companies and through access to finance

3. To engage with relevant stakeholders to learn and where possible influence
others to promote gender equality

—> More about Norfund's Gender Position and our work to promote
gender equality

—> Information about our work with gender equality in our own
organization can be found here
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Gender balance in Norfund’s portfolio companies

Each year, we collect gender disaggregated data from all investees. This enables us to
carry out gender analyses at investee and portfolio level, and helps us to create
awareness, both internally and externally.

In 2022, the number of direct jobs held by females increased by 11 200 jobs, or 10 per
cent, within Norfund’s portfolio companies (with two consecutive years of reporting)*.
This compares to an increase of 3 300 jobs, or 3 per cent, in 2021.

* Includes investees directly in Norfund portfolio as well as investees through platforms and
funds

Note: The figures below are not directly comparable across years due to changes in
Norfund’s portfolio.
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Status 2022
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Jobs indirectly supported through Norfund’s portfolio
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companies

Literature suggests that direct employment is only a fraction of the indirect employment
that is supported by an investment. Norfund applies the Joint Impact Model (JIM) to

estimate such indirect employment impacts supported through our portfolio companies,
also disaggregated by gender.

The indirect employment impacts are divided in backward effects, from local purchases
and spending of wages, and enabled effects, from power produced and loans provided by
banks and other financial institutions.

The model is applied on a subset of Norfund’s active portfolio by end of 2022, directly or
through funds, for which sufficient data are available. The results are calculated using
economic modelling and do not represent actual figures, rather, they are estimates and
should be interpreted as such. The estimates are reported without attribution, i.e. not
taking account of Norfund’s investment share in the companies.

Jobs indirectly supported

5 90000 % held by women supportedin supply

chains

370000 % held bywomen supported through

spending of wages

2760000 % finance-enabled jobs held by women

through loans from banks and other
financial institutions
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—> More about job creation in Norfund

Engagement with our investees

Norfund promotes entrepreneurship and self-employment through access to finance as
well as equal opportunities for men and women in our investees. Norfund requests
information and data on gender balance already as part of the due diligence process to
explore areas for improvement and the companies’ intentionality towards gender
equality. We also look for gender diversity when taking up board positions with our
investees.

The Business Support facility is an important tool in Norfund’s work to support our
investees, e.g., through external support on gender gap assessment, gender/diversity
strategy development or training.

An example of this support towards intentionality is Norfund’s investment in Finsocial
in Colombia. The company already performs well at most levels, but as part of our due
diligence we found an eagerness to intentionally improve their work with gender
equality. Through the Business Support facility, Norfund supports Finsocial with the
development of a gender strategy and action plan for the financial institution to further
strengthen their work.

—> Investment in Colombian Finsocial to reduce economic vulnerability

Another example is support for leadership training for women in Norfund’s investees.
Norfund has since 2016 closely collaborated with NHO (The Confederation of Norwegian
Enterprises) and we support talented women from our investees in attending the Female
Future Program in Ghana, Tanzania, Uganda and Kenya.
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"My my participation in the Female Future
Program in Kenya provided me a lot of
insight and practical advice for my day-to-
day responsibilities. In addition, the session
on board competence made me realize the
challenges and liabilities of being a board
member and increased my awareness about
the dynamics between the management and
board "

HR Manager Serengeti Energy

Engagement with the wider society

To deliver on our gender position, we are also committed to enhancing existing and
exploring new ways of collaboration addressing gender equality & diversity. As a
minority investor, collaboration with other partners is essential.

Norfund is a member of the 2X Global and has supported the organisation since its
inception. The 2X Global is an international membership and field-building
organization and a result of an ambition of G7 countries to increase investments in
women in developing countries.

Norfund’s membership is important as it allows us to have a voice in these meetings,
learn and share experiences, and we participate in specific working groups, e.g., on
diversity, equity and inclusion and gender-based violence and harassment.

—> 2X Global

During 2022, we strengthened our collaboration with the Nordic DFIs, IFU (Denmark),
Swedfund (Sweden) and Finnfund (Finland), on gender equality by creating a forum for
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sharing and learning as well as exploring collaboration towards investees in which we
have co-invested.

We also rely on other partners with subject matter expertise to learn and discuss our
approach and challenges. In collaboration with CARE, we also hosted a breakfast
seminar ‘Investing in Women is simply good business’ in March 2022.

Greater equality leads to better outcomes for small holder
farmers

In early 2022, Norfund invested 20m USD of equity in AgDevCo, a specialist investor
focusing on developing African agribusiness.

AgDevCo was established in 2009 with initial endowment funding from the UK
government. The organization has already created more than 15,000 jobs and increased
the income of 750,000 small holder farmers.

Norfund joined AgDevCo, together with the British BII and American DFC as an active
co-owner. And in December 2022, all Development Finance Institutions signed an MoU
with AgDevCo which established AgDevCo as a 2X Flagship Fund. This MoU sets out
specific objectives in the area of gender equality and diversity, such as promoting and
maintaining a gender balance at facility manager level.

- Norfund invests 20 million USD in African agriculture and food
production
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Business Support

Norfund’s Business Support facility aims to enhance the
sustainability and development effects of our
investments.

By leveraging Business Support, we can exercise responsible ownership and create value
additionality for our investments in high-risk sectors and segments.

Following the Norfund strategy, Business Support projects actively target human rights,

anti-corruption, climate and environment, and gender equality. These cross-cutting
issues are an integral part of Norfund’s investment strategy.
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Business Support projects in 2022

In 2022, Norfund received 15 million NOK from the Norwegian MFA to provide technical
assistance to our portfolio companies.

The Business Support portfolio consisted of 54 active projects with a committed amount
of NOK 69 million, including 19 new projects. During 2022, 27.4 million NOK in new
projects was committed.

We saw an increase in Business Support projects focusing on diversity and gender
equality and continued to support the Technical Assistance Facilities of some of our fund
managers.

Check out our case studies (below) for more details.
Our work in 2022

In September 2022, Norfund organized the EDFI Technical Assistance working group
meeting with a focus on climate. The discussions allowed for knowledge exchange on
how to support investees in their alignment with the Paris Agreement objectives, their
journey towards Net Zero, and their climate adaptation and resilience needs.

To gain a clearer understanding of the impact of our Business Support projects, we
designed a Theory of Change and Monitoring and Evaluation framework, which we plan
to employ in future projects.

Business Support project per region

In 2022, a significant number of new projects were approved in Sub-Saharan Africa,
making it the region with the largest share of support.

Our focus in Latin America is to provide assistance to MFIs and SMEs through Technical
Assistance Facilities, which is the second largest region receiving support.

For more information about the outcome of this kind of support, please refer to the 2022
Business Support annual report.

Business Support stories
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Bringing Norwegian expertise to build
competence in aquaculture

Lake Harvest Group is Sub-Saharan Africa’s largest aquaculture
producer, and their supply of protein is important in countries
facing challenges related to food supply. The companyisa
significant employer, directly employing 588 people, and
indirectly employs many thousand in the downstream and
upstream supply chain. However, there is lack of high-quality
vocational training on aquaculture available.
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Building an online aquaculture program

Since 2019 Norfund has supported Lake Harvest Group with grant funding and
Norwegian expertise and know-how to build an online aquaculture training program for
their staff. This has laid the foundation for an aquaculture program at an academic
institution in Zimbabwe. Currently, it is not possible for the industry itself to afford the
development of training programs, but over time it may be commercially sustainable.

Norwegian aquaculture expertise key for success

Using Norwegian aquaculture competence and know-how, private business and
facilities, and existing education programs, Norfund has develop a modern e-learning
platform and training program for tilapia farming. This has been based on BluePlanet
Academy’s software developed for salmon farming in Norway. Collaboration and grant
support to a local College in Zimbabwe, Blackfordby College, has been instrumental to
start the process of increasing access to skilled workers in a growing aquaculture
industry in Southern Africa. This has been done by introducing an aquaculture
component in the diploma course and constructing fishponds at the College premises for
practical training to accompany theory.

“It was a real asset having BluePlanet on site
asking challenging questions on our
procedures and how we operate in the
hatchery”

Samatha Chibanda, Hatchery Coordinator, Lake Harvest, Lake Kariba

Operations

Competence development and developing a pool of skilled recruits

The e-learning platform and training program developed by BluePlanet is a way of
institutionalizing knowledge and ensuring quality assurance of the company’s Standard
Operating Procedures. It consists of academic, practical, and operational modules on
tilapia farming. The e-learning platform is now incorporated in the Lake Harvest
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Training Program available to all staff. The online version makes it easy to continuously
improve and update content in line with industry best practices, for both Lake Harvest
and the industry and for academic institutions. Going forward, the growing aquaculture
industry hopes to see an increase in locally skilled workers. In 2022, 96 students at
Blackfordby College have completed an aquaculture component of a diploma course.
This has included a mix of theoretical and practical training. The result is that Lake
Harvest Group and the industry have a pool of qualified resources to recruit from. Lake
Harvest Group has also taken it a step longer, and a Graduate Trainee Program open for
Blackfordby diploma students will assist the company in accessing local talent going
forward.

E-learning works despite connectivity challenges

Embarking on an online training program entailed high risk in terms of connectivity and
possibility to access all content on the e-learning platform. It is clear from the initial
evaluation that the technical infrastructure, both at Lake Harvest and Blackfordby
College, is not yet fully in place for digital solutions. However, all partners do believe
digital tools, also for training, will be a larger part of the future as most countries are
changing rapidly into more digital societies.

“E-learning program has been key in
building unity among employees and I have
understood the economic impact on
operations of feed and feeding”

Leonard Ushewokunze, Cage Attendant, Lake Harvest, Lake Kariba

Operations

Employees at Lake Harvest Group that has been through the training program report
that they see it as a high quality, helpful and effective program. They feel empowered,
more motivated and that the program, looking at all parts of operations, is building
stronger unity in the company. However, there is a need to continue roll-out of the
program, and track progress and result to ensure best possible outcomes, and Norfund
will continue to follow this closely.
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Climate action for small enterprisesin
Latin America

The year 2022 saw an increased focus on climate adaptation and
resilience, through the Technical Assistance Facilities of our fund
managers targeted at indirect investees. Two examples of this
are the EcoEnterprises Fund Il Technical Assistance Facility and
the Locfund Next Technical Support Facility that supported the
use of new and existing digital tools to measure climate risk.

EcoEnterprises Fund III

EcoEnterprises is a women-led venture fund with an unparalleled track record of over
twenty years of building nature-positive, gender-smart investment portfolios in Latin
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America. Norfund invested in 2018 and following this investment was approached by the
EcoEnterprises team to support their Technical Assistance Facility (TAF).

In 2022, Norfund approved to co-fund this TAF that has a specific focus on gender
equality and climate solutions together with FinDev Canada.

EcoEnterprises has been able to support portfolio companies on reviewing their climate
change strategies with the aim of finding tools to mitigate risk and build resilience.

An example of such an intervention is the application of the Cool Farm Tool, which is an
online greenhouse gas, water and biodiversity calculator for farmers. Using this tool has
allowed for better communication on environmental benefits.

With the decision to support EcoEnterprises on these interventions, Norfund was also
able to mobilize additional TA funding from the Belgian Investment Company for
Developing Countries (BIO). This additional support will allow EcoEnterprises to reach
more investees and deliver on the pipeline of projects presented to Norfund at the time
of application.

Locfund Next Technical Support Facility

Climate is a subcomponent under the Technical Support Facility of Locfund Next, aiming
to address climate adaptation and resilience in microfinance institutions. As Norfund
has been supporting the Locfund Technical Support Facilities since 2007, a focus on this
specific topic was as a requirement for continuous support.

In 2022, Locfund implemented three bespoke activities and one program focusing on
climate risk analysis, digital solutions and the development of a manual. The program
developed aimed to create awareness and basic guidelines for over 380 staff in 10
microfinance institutions (MFIs).

Furthermore, Locfund conducted an analysis of its portfolio to understand where MFIs
are with regard to understanding climate risk. Findings are that 14% of the MFI of
Locfund Next evaluate the environmental risk of their clients. Of those MFI evaluated,
43% implement internal actions to reduce the ecological footprint of the MFI.

At fund manager level, Locfund has also increased its efforts to address climate change
and all staff have participated in training related to environmental and climate risks.
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This training, in addition to existing ESG due diligence tools, has led to Locfund starting
to promote green finance and the development of green products.
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Reaching smallholder farmers through
the Business Support Facility

More than half of Sub-Saharan Africa’s population works in
agriculture, yet Africa does not produce enough food to feed the
continent. Norfund's investments in the agribusiness value chain
drive productivity, create jobs, link smallholder farmers to
markets and increase production.

Through the Business Support Facility, we are working to increase local supply for our

investees by finding avenues for increased local sourcing. We are working with
established smallholder farmers that are already linked to Norfund’s portfolio
companies or portfolio companies to our fund managers, as well as growing and
building new outgrower programs. The key aim when supporting smallholder farmers is
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to increase productivity, quality, and income of these farmers. During 2022 a couple of
new Business Support projects were started with the aim of reaching these smallholder
farmers. See three examples below.

Phatisa Food Fund 2 — Technical Assistance Facility

Norfund together with our sister organizations BII, BiO and FinDev Canada has
supported Phatisa Food Fund 2 with technical assistance funding to strengthen
development effects of their investments, with a strong focus on smallholder farmers
and entrepreneurs, while also driving business value.

AgDevCo — Technical Assistance Facility

Norfund together with BII have supported AgDevCo with funding to deliver expertise to
support AgDevCo investees to grow in a financially, environmentally, and socially
sustainable way. Special focus on inclusive programs targeting smallholders in the
supply chain.

Lilongwe Dairy — secure milk supply by establishing new farmers

Norfund is supporting Lilongwe Dairy in establishing 200 new farmers as milk
producers. Female farmers that are heading vulnerable households are prioritized and
new farmers receive support for training, capacity building, cow shed and heifer.
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Improving gender equality and
diversity in our investees

In 2020 Norfund updated its Gender Strategy (first developed in
2016) and one of the pillars of this strategy is working with
investees. Following our membership in the 2X Collaborative it
has therefore been an ambition to support those investees that
want to work with gender equality and diversity and create value
additionality during our ownership period. Therefore, Business
Support is provided based on the specific need an investee wants
to address concerning diversity and gender equality.

—> A Responsible Investor — Gender
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Ficohsa gender digitalisation project

In 2022, Norfund decided to support Ficohsa in Guatamala to further develop their offer
to women clients. Ficohsa has a strong record of working on gender equality rooted in a
gender strategy and has provided unconscious bias training to their management and
credit officers. In addition, the bank has developed a specific loan offer for women
clients, in particular women entrepreneurs. The bank identified a need to create specific
digital training program for women and Norfund is supporting this initiative in 2022
and 2023. The expected outcome is that this kind of training for women entrepreneurs
will increase their access to loans and support their growth.

Greenlight Planet mentorship program

Greenlight Planet (SunKing) is another investee that did a lot of work internally on
gender equality before reaching out to Norfund. Based on internal assessment the
company concluded that their internal gender balance did not reflect their customer
base. The program that Norfund supports is to train men and women within the
company to allow equal opportunities when it comes to career growth. This will allow
women to grow into Area Business Manager positions and prepares Greenlight Planet for
the future.

By the end of 2022, Greenlight Planet had developed the training program and will start
rolling this out in 2023. This initiative is co-financed by British International
Investment (BII).

Finsocial gender project

Following Norfund’s due diligence process and before investing in Finsocial, the
Norfund team identified that Finsocial is 2X eligible, but could use support in addressing
gender equality more strategically through conducting a gender assessment and
developing a gender strategy. This project was approved during Q4 2022 and will kick off
in January 2023.
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"Supporting Finsocial through the Business
Support facility allowed us to encourage the
financial institution to dive deeper into the
intentionality of their strategy on gender
equality, beyond the gender advantages that
might exist within the MFI sector"

Heidi Achong, Investment Manager Financial Inclusion, Norfund
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Creating jobs, improving lives

Development Mandate

The share of the world’s population living in poverty has fallen substantially in the past
30 years. Covid-19 reversed the trend, increasing the number of people living in extreme

poverty by 70 million. Today, an estimated 685 million people (around 8% of the world)

still live in extreme poverty. The global macroeconomic effects of the war in Ukraine are

further worsening the situation in developing markets with the combination of these
two crises hitting hard.
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“Geography may dictate the location of war,
but its impact transcends borders and has
impacted our operating environment in West
Africa.”

Naana Winful Fynn, Regional Director West Africa

Key figures clearly show the need for creating jobs, improving access to energy and
finance as well as strengthening infrastructure:

* 34/ million new jobs need to be created by 2030, in addition to the 205 million
jobs needed to address current unemployment. To worsen this ILO estimates that
working hours equivalent of 255 million full-time jobs were lost during Covid.

770 million people live without access to electricity, mostly in Africa and Asia.
Covid-19 put an end to several years of continued progress and worsened the
already-lower energy purchasing power of households in developing countries.

* 1.4 billion people remain unbanked although Covid-19 accelerated the adoption of
digital financial services.

» 771 million people cannot access basic drinking water services and globally only
9% of plastic waste is recycled. In particular the pandemic saw the use of single

use plastics skyrocket because of sanitary concerns.

Before Covid the funding gap to reach the UN Sustainable Development Goals for
developing countries was USD 2.5 trillion, however the global economic contraction
caused by the pandemic is estimated to have increased the gap by at least 50%, putting

the annual funding gap at USD 3.7 trillion.

A significant increase in private capital inflows is required to bridge the gap. Norfund is
the Norwegian government’s main instrument for strengthening the private sector in
developing countries and therefore an important tool to help close this gap.

Norfund’s mission is to create jobs and improve lives by investing in businesses that
drive sustainable development, thereby contributing to SDG 1: No Poverty. Norfund’s
investments are concentrated in four investment areas that contribute directly to
specific targets of the SDGs: Renewable Energy, Financial Inclusion, Scalable Enterprises
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and Green Infrastructure. Additionality and capital mobilisation are key priorities and
help to reduce inequalities (SDG 10) between countries and to mobilise funding to
developing countries (SDG 17). Norfund is a responsible investor and assesses
crosscutting issues such as gender equality (SDG 5) and climate and environment (SDG
13) in our investment process.

NORFUND SUPPORTS
THE UN SUSTAINABLE 13
DEVELOPMENT GOALS #ii | &

DECENT WORK AND
ECONOMIC GROWTH

i | &

GENDER ‘I REDUCED ‘I CLIMATE 1 PARTNERSHIPS

INVESTMENT AREAS

EQUALITY

-~
PRIORITIES & g (=) @

CROSSCUTTING ISSUES M

INEQUALITIES ACTION FOR THE GOALS

Our strategy

In 2022, Norfund's current strategy period came to an end, having guided us through the
challenges of the Covid pandemic and the first year of the war in Ukraine. Despite a
downturn in the global economy, Norfund proved to be resilient adapting the strategy to
changes seen both globally and in developing markets. The Norfund team maintained
record commitment levels each year in while supporting existing portfolio companies
through challenging times.

Norfund’s strategy during the last four years (2019-2022)

To fulfill our mandate over the last four years, we focused on countries, sectors and
instruments where capital is scarce and our development impact is likely to be strong.
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This is also the foundation for our work over the next four years.

—> Read about our new Development Mandate strategy for 2023-2026

Capital is scarce where other investors are reluctant to invest because of high risk. These
two criteria — additionality and impact — constitute the backbone of our strategy. Being
additional also means adding non-financial value in the form of expertise and active
ownership to the investments we make. Through our value-additionality, we can
improve both profitability and development impact of the companies. Through the
strategy period we have continuously tracked additionality and all investments have
been assessed against Norfund’s additionality framework.

—> You can read more about Norfund’s approach to additionality here

Investment Areas

Norfund invests in four areas where the potential for development impact is substantial
and that are aligned with the SDGs: Renewable Energy, Financial Inclusion, Scalable
Enterprises and Green Infrastructure. Access to electricity and finance are crucial for
growing businesses. Scalable enterprises are companies with significant potential for
growth and job creation. Green Infrastructure was a new investment area in 2019 with
the aim of improving essential infrastructure in cities and urban areas.

Investments in these sectors contribute to job creation and improved lives in developing
countries. At the start of the strategy period clear impact ambitions were set for each
investment department and progress towards these has been tracked every year.

As part of the Norfund strategy for 2019-2022 ambitions were set for each investment
area to reflect accumulated organic growth (that is, development in the companies after
Norfund invested) on sector-relevant parameters.

e Renewable energy delivered over its ambitions with access to energy at 7.7
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million new households (2022 goal: 1.5 million) and new capacity financed at
5.3 GW (2022 goal: 5 GW).

¢ Financial Inclusion also delivered over its ambitions with 34.7 million new
banking clients (2022 goal: 15 million clients) and an increased loan portfolio
of 195.9 billion NOK (2022 goal: 130 billion NOK).

 For Scalable Enterprises, the situation was more challenging, particularly due
to COVID-19. Ambitions were not met, with increased revenues for portfolio
companies at 1.1 billion NOK (2022 goal: 2 billion NOK) and 32,300 new jobs
created (2022 goal: 50,000).

All numbers for development effects are unattributed, meaning they show the total
effect of Norfund’s portfolio companies and do not necessarily indicate Norfund’s
ownership stake.

Priority countries
Norfund targets 29 core countries that were selected based on three criteria:

» Competence - Norfund has solid market knowledge of and expertise in these
countries.

 Additionality - they have considerable investment needs but few alternative
investors.

* Attractiveness - each country has sufficient investment opportunities within
Norfund’s investment areas.

Norfund prioritizes investments in Least Developed Countries and Sub-Saharan Africa
with our portfolio delivering the related KPIs at the end of the strategy period. It is
increasingly important to be countercyclical in a world where investors are becoming
more risk averse because of the uncertainty of the macroeconomic outlook. As UNCTAD
wrote in their report: "Although the COVID-19 pandemic has affected all countries, the
impact on LDCs has been particularly severe because of their reduced resilience and
diminished capacity to react to the COVID-19 shock and its aftermath”.
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Least Developed
Countries (LDC)

37%

Sub-Saharan Africa 63%

Priority instruments

Norfund provides capital in the form of equity, debt and fund investments. Preference is
given to equity investments because in most developing countries, this is the scarcest
type of capital, but we also invest through loans and funds. Our provision of debt to
financial institutions increases the ability of companies to provide loans to clients. Debt
investment also helps diversify Norfund’s portfolio, both in terms of risk and capital
reflows.

Investing in funds via trusted and skilled partners is a way to channel funds to
companies that may be difficult to invest in directly, for example due to size or market
and to build competent local fund managers. During the strategy period our equity share
remained stable with more than 70% of our committed portfolio invested through
equity.

Equiw 74%

Circulating capital for increased additionality

Circulating capital strengthens our ability to fulfill our mandate because it releases
capital for new investments. Norfund uses an active, structured, and planned approach
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when exiting companies (for example, through sales, mergers, and initial public
offerings (IPOs)). One of the highlights of the strategy period was the exit of SN Power to
Scatec, the most successful exit in Norfund’s history circulating more than 1 billion
dollars for new investments in developing countries.
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Financial results

Norfund’s financial results in 2022 are heavily positively influenced by the
strengthening of our main investment currencies against NOK, in addition to increasing
interest rates in our loan portfolio and dividends from investments in renewable energy.
Norfund ended the year with a positive result after tax of 2.2 billion NOK.

We received total dividends of 421 million NOK and interest income has increased
significantly to 475 million NOK due to a growth of 28% of our loan portfolio in
investment currency while floating interest rates have soared.

5 .1 % IRRfor 2022 (investment currency)

5 .1 % IRRsinceinception (investment currency)

(The IRR for 2022 and since inception are both 5.1%, and is not a typo.)

—=> Find the income statement and all other financial accounts here

Net write-down of investments was 243 million NOK. While some investment areas have
seen improvements as COVID-19 restrictions have been lifted, repercussions of the
pandemic as well as the Russian invasion of Ukraine have led to high inflation rates in
many markets, with negative effects on our investments and subsequent write-downs.
Additionally, as the situation in Myanmar remains challenging, we have further written
down our investments in the country.

Norfund's overall balance at the end of 2022 was 37.4 billion NOK. Capital allocations
from the Norwegian government of 2.7 billion NOK and the net profit of 2.2 billion NOK
has increased the balance by 4.9 billion NOK since the end of 2021. The net asset value at
the end of 2022 based on the estimated market value of Norfund's portfolio, was 39.8
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billion NOK. Norfund’s Climate Investment Fund accounts for 2.0 billion NOK of
Norfund’s balance and 1.0 billion NOK of the capital allocation.

Read more about the Climate Investment Fund here.

In 2022 Norfund had an Internal Rate of Return (IRR) of 5.1% compared to 5.2% in 2021,
calculated in investment currency. In NOK, Norfund obtained an IRR of 14.8 % during
2022 compared to 7.2% in 2021.

As we see significant annual variations, the return on our investment is better reflected
in IRR calculations since inception. As of 31 December 2022, Norfund’s IRR since
inception, calculated in investment currency, was 5.1%. In NOK, the IRR since inception
was 8.1%.

Renewable Energy portfolio

In 2022, Norfund’s Renewable Energy portfolio had an IRR in investment currency of
11.3%. Despite an increase in the cost of capital with corresponding negative value
adjustments, we have seen significant returns generated in some of the larger platform
companies. Since inception, the IRR is 6.4%.

Financial Inclusion portfolio

Investments in Financial Institutions had an IRR of 0.2% in investment currency in
2022. This is significantly lower than the IRR of 10.2% in 2021. Since inception, the IRR
has been 5.5%. The main drivers for the low IRR in 2022 were declining equity valuations
for investments in financial institutions in Ghana, Myanmar and Sri Lanka due to the
macroeconomic situations in those countries combined with generally higher cost of
capital for banks. Outside of these cases the portfolio performed well, especially the loan
portfolio with interest rates on the rise and fewer covenant breaches.

Scalable Enterprises — funds

The IRR in investment currency of our portfolio in Scalable Enterprises — Funds
decreased from 5.6% in 2021 to 1.8% in 2022. Since inception the IRR is 0.4%. The

PG. 110 OF 294


https://www.norfund.no/annualreport-2022/investing-in-the-transition-to-net-zero/

Norfur‘igd

ANNUAL REPORT 2022 Development Mandate / Financial results

negative performance in listed markets is affecting the pricing of privately held assets,
which the portfolio almost exclusively consists of. We have moreover experienced that
funds which we have committed to over the past five years perform better than older
funds.

Scalable Enterprises — direct investments

The Scalable Enterprises — Agriculture & Manufacturing portfolio had an IRR of 6.9 per
cent in 2022, about the same level as in 2021 with an IRR of 6.5%), measured in
investment currency. The IRR since inception is negative 1.6% but has been steadily
improving with two consecutive years of an IRR above 6%. The recent years investments
are performing well while some legacy investments are still lagging.

The realised values from exits from all the above sectors will be reinvested in new
investments that exhibit high development impact potential.

—> Exited Development Mandate companies 2022

Internal Rate of Return (IRR) in investment currency

_Since 5455 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012
inception
Green
Infrastructure .41 1227 8.7
Renewable 6.4 113 ol 28| 74| 71|195| 26 2| -9 -4| 12
Energy
Financial 55 0.2)102]| -2.2| 71| 33| 58| 73| 12 6| 4 9
Inclusion
Scalable
Enterprises -1.6( 69| 6.5 -9.8| 33 =51 4.1| -52| -4 -10| -4 -10
Direct
Scalable
Enterprises 0.4 1.8 56|-12.2| -7.4|-14.4| -4]| -0.4 0 -3 12 9
Funds
Total 51| 51| 52| -01| 63| 46| 14| 16| 35| -6| -1 8
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Investment areas

Scalable Enterprises Green Infrastructure
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Renewable Energy

Development Mandate

Increased supply and access to reliable energy enables economic
growth, job creation, public services and improved living
standards. The climate crisis means we must do so with low-
carbon solutions.
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Key Achievements in 2022

1073 % committed
141 5 % new capacity financed, 100% renewable

1 o 8 % new households gained access to electricity

Development Rationale

Energy is essential for development. In particular, electricity underpins much of a
modern economy. Without access to reliable power supply, businesses and public sector
services struggle to maintain operations. Household energy use is also closed linked to
welfare and people’s engagement with the society around them.

Meeting these growing energy needs through conventional thermal power supply is
simply no longer an option. The climate crisis dictates that we must transition the
energy sector in all countries to a renewable and carbon free future. And the opportunity
is there — many developing countries have abundant renewable resources and have the
opportunity to leapfrog directly to renewable technologies that are now technically and
commercially viable.

Investment Needs

Some of Norfund’s investment countries are primarily concerned with meeting the
future growth of demand — current consumption levels in many developing countries
are low and the challenge is to meet that demand growth with low-carbon solutions.
Others sit with a legacy infrastructure based on fossil fuels which ultimately must be
phased out and replaced with renewables.
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The World Bank has estimated a need for USD 900 billion in renewable energy
investments by 2025 to meet the energy needs of developing countries.

The post-pandemic period is, for many developing countries, characterized by high
inflation, currency devaluations and capital flight. Investing in infrastructure is capital
intensive, requiring considerable foreign capital. And yet power is sold to local
consumers in local currency. Currency devaluation puts pressure on already strained
utilities, increasing credit risk at a time when fiscal space is constrained with limited
capacity to provide government support. Development finance institutions such as
Norfund have a leading role to support power sector investment in such an environment.

Undoubtedly the opportunity is huge, at a time when renewable solutions are mature
and competitive. However, commodity price instabilities together with supply
bottlenecks in 2022 led to considerable capex inflation for capital goods, including
renewable solutions. While we are starting to see prices stabilise and logistics
bottlenecks loosening, a number of power concessions have been awarded at prices that
are hard to deliver and may well be stranded.

Despite these challenges, governments are increasingly committed to building a power
sector based on renewables and are developing policies and regulations to encourage
this. Consumers too are increasingly insisting that their supply chains are low-carbon
and wish to directly contract with renewable producers. New business models are
emerging in our markets where companies build, own and operate renewable solutions
either at a customers’ premises or at a centralised location and distributed over the
power grid. While each such project may be small, the cumulative impact can be
considerable.

The past few years have also seen dramatic changes in approaches to supplying
electricity to customers living far from the grid. The combination of low-cost solar
panels, new battery technologies, high efficiency appliances combined with mobile
money and telecommunications reaching remote communities has transformed rural
power supply. Solar home systems are increasingly affordable, and can be paid for with
electronic micro-payments. Such companies need increasingly amounts of working
capital to support growth. Mini-grid solutions, with a small power plant supplying a
local area, are also gaining traction and have the ability to meet higher energy
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requirements associated with productive use.
Norfund's Strategy

Norfund’s energy strategy targets three areas:

1. Grid-connected, utility scale power plants, typically supplying power under long term
contract to the utility;

2. Smaller scale power plants supplying energy directly to commercial and industrial
consumers, either located on the customer’s site (“behind the meter”) or by wheeling
power over the transmission system,;

3. Off-grid power supply, either in the form of solar home solutions combining solar
panels, batteries and appliances, or mini-grid solutions combining power generation,
storage and reticulation to consumers.

We see that one of the consequences of integrating large-scale renewables onto the grid
is both manging intermittency and ensuring adequate grid capacity to connection
regions with renewable resources to regions with high power demand. Consequently, we
include both stand-alone storage investments as well as investments in the grid within
our energy strategy.

In line with Norfund’s overall strategy, we primarily provide equity as the highest risk
and often the most scarce form of capital. Our energy investments are mostly directly
into companies with other investors and industrial partners, rather than via
intermediaries such as funds. Our debt portfolio has mainly targeted the off-grid
segment, where there is a need for solutions that address their growing working capital
requirements.

Our strategy has led to the establishment of platform companies and/or strategic
partnerships. We value the role that Globeleq plays as a pan-African independent power
producer, as well as our partnerships with industrial players such as Scatec and Enel
Green Power. We have also helped finance some of the players that bring scale to the
distributed and off-grid space in Africa.
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In the coming years, we will continue to increase Norfund’s portfolio in renewable
power generation in our target markets, building on existing investment platforms and
partnerships as well as working with new partners.

Strategic ambitions

Norfund has defined the following ambitions for the strategy period 2019-2022:

* 5,000 MW new capacity, of which 4,000 MW is renewable
« 1.5 million households provided with access to electricity

Accumulated achievements 2019 — 2021

New households provided with
electricity access (million)

2019 2020 2021 2022

H Result of the year = Accumulated — — Ambition

PG. 117 OF 294



Norfur‘igd

ANNUAL REPORT 2022 Investment areas / Development Mandate / Renewable Energy

New capacity financed (GW)

o __ AP
3.9
2.3
2019 2020 2021 2022
H Result of the year — Accumulated — — Ambition

Investments and Results in 2022

1 073 % committedin2022

9 48 9 % committedin total RE portfolio

Impact 2022
1,415 MW increased energy supply

In 2022, Norfund financed 1,415 MW of new electricity generation capacity.
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The total capacity in our portfolio was 6,593 MW, of which 1,696 MW is under
construction. The power plants produced a total of 15.9 TWh of electricity, an amount
close to the equivalent of the combined annual electricity consumption of Kenya,
Tanzania, and Uganda. This figure is up from 13.8 TWh produced in 2021 due to new
assets coming online and others with an increased production.

According to our estimates on indirect job creation, around 467,000 jobs were supported
by the electricity produced by the power plants in Norfund’s portfolio in 2022.

100 percent of the new capacity financed was renewable in 2022

In 2022, 100 percent of the new capacity financed was renewable. A total of 4,936 MW of
the capacity in our portfolio is renewable.

Together, the renewable power plants in our current portfolio (excl. the Climate
Investment Fund) produced 9.3 TWh electricity and have contributed to avoiding an
estimated 6.3 million tonnes of CO2e emissions in 2022. Excluding acquired assets, the
avoided emissions figure is 4.5 million tonnes CO2e. This has been calculated using the
harmonized IFI approach and connected grid emission factors ‘Methodological

Approach for the Common Default Grid Emission Factor Dataset’ (2022).

6.3

million tonnes greenhouse gas emissions avoided in 2022

More than 1.8 million new household connections

1,814,000 new households were provided with access to electricity through mini-grid
solutions or solar home systems in 2022.

Additionally, 4.1 million units of smaller solar-powered solutions, such as lanterns,
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were sold to households in 2022.
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Investments per Region

Investments per region in 2022 Total portfolio per region

4

 Africa @ Asia @ Latin America 0 Africa @ Asia (0 Latin America Other

Highlights of 2022
Extending the investment partnership with BII

British International Investments (BII) is the UK’s development finance institution, with
whom Norfund has enjoyed a close working relationship over many years across diverse
sectors. In 2022 BII joined Norfund in our African hydropower joint venture with Scatec
and became a shareholder with a 24% interest in this partnership. This investment by
BII released USD 88m in capital back to Norfund and lays the basis for future capital
commitments from each of the three partners to future hydropower developments on
the continent.

Construction activities
During 2022 there was considerable construction activity in the portfolio:

» Globeleq continued the construction of the expansion at the Azito power plant in
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Cote d’Ivoire with expected commercial operations in early 2023. Globeleq also
commenced the construction of the Temane 450 MW power plant and the 19 MW
Cuamba solar/battery plant in Mozambique.

 Serengeti Energy advanced the construction of the 21 MW Nkhotakota 1 solar
power plant in Malawi, which is expected to reach commercial operations early
2023. They also initiated the construction of the 5 MW Baoma 1 solar power plant
in Sierra Leone.

» Norfund has part financed the equity requirements of H1 Capital in the Karusa and
Soetwater wind projects which both were connected to the grid in 2022 bringing an
additional 300 MW to South Africa.

e Norfund is a member of the ADB led consortium financing the 77 MW Prime Road
solar power plant in Cambodia. This plant is now operational.

ERCO Energia

ERCO Energia is a leading player in the Colombian distributed energy market, providing
on-site generation to commercial and industrial companies, as well as owning a stake in
arenewables-based power retailer to regulated customers. Norfund provided a
commitment of USD 30 million equity to the business in 2022 to support the growth of
the company’s activities. It represents our first energy investment in Colombia since this
country was included in our investment scope.

Nordic Impact Cooperation

Nordic Impact Cooperation is a company jointly owned by Norsk Solar, Finnfund and
Norfund. The company develops, owns and operates rooftop solar projects in Vietnam,
South Africa and Brazil. Norfund committed USD 7,4 million to the company in 2022 to
fund further growth.

CrossBoundary Energy

CrossBoundary Energy is a leading supplier of on-site power to commercial and
industrial companies in Africa, including both rooftop solar as well as ground-mounted
installations and small scale wind projects. In 2022 Norfund and KLP together
committed USD 40million in equity to the company to finance growth.
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Empower New Energy

Norfund was one of the founding investors in Empower New Energy — a Norwegian
based financier of rooftop solar in Africa. In 2022 the company closed its second round
of financing with Climate Fund Managers as the anchor investor. Norfund participated
with a USD 15 million equity investment in a total USD 74 million equity raise.

Brighter Life Kenya 2

In 2020 Norfund joined the Development Finance Corporation in one of the first off-
balance sheet receivables financing structure for the off-grid industry in “Brighter Life
Kenya 1”. This entity purchases receivables from d.light’s sales of solar home and other
systems in Kenya, thereby releasing capital for further growth. In 2022, we followed up
with a new receivables financing structure, Brighter Life Kenya 2, where Norfund
provided local currency financing in Kenyan shillings equivalent to NOK 173 million.

WelLight

In 2019 Norfund joined with Sagemcom of France and the Axion Group of Madagascar to
establish the company WeLight with the goal of building and operating mini-grids in
Madagascar. This initial capital contribution allowed the company to pilot the business
model and gain operational experience from supplying power to 35 villages. In 2022 the
company launched its expansion beyond the pilot phase and successfully raised new
capital from lenders, and existing shareholders, including Norfund, committed to
providing additional equity in both 2022 and 2023 to support growth with the ambition
to bring power to an additional 118 villages in Madagascar and expand operations into
Mali.
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Renewable Energy portfolio

Investment Ownership . . Committed
Investment Country year Sector Instrument share Domicile (MNOK)
. Loans United
Globeleq Regional 2014 Energy Equity 30% Kingdom 2047.4
Fourth
Partner India 2021 | Solar power Equity N/A India 904.9
Energy
Loans

Agualmara Global 2021 | Hydropower Equity 100% Norway 822.9
Klinchenberg Regional 2021| Hydropower Equity 50% | Netherlands 784.6
H1 Pele SPV South Africa 2021 | Wind power Loans N/A| South Africa 441.6
CN Green - . .
Roof Asia Vietnam 2021| Solarpower Equity 50% Singapore 405
ERCOEnergia Colombia 2022 | Solarpower Equity 15% Colombia 295.7
Serengeti . . .
Energ% Regional 2017 | Hydropower Equity 14% Mauritius 273.7
Berkeley
Energy .
Commercial & Regional 2020 Other/hytt;:'ld Equity 25% Singapore 260.8
Industrial renewapies
Solutions
ICCF Global 2010 Energy Loans N/A| Luxembourg 208.8
Cross
Boundary Regional 2022 | Solar power Equity 45% Mauritius 205.3
Energy
ScatecAgua Honduras 2014 | Solar power Loans 45% Honduras 199.1
Fria Equity
FEI - Facility
for Energy Regional 2019 Energy Funds 18% Mauritius 195.8
Inclusion
Metier Renewable
Sustainable Regional 2019 Funds 17% Mauritius 189.9

. energy fund
Capital Fund Il
Brighter Life
Kenya 2 Kenya 2022 | Solarpower Loans N/A Jersey 180.9
Empower Regional 2022 Energy Equity 18% Norway 149.9
Evolution
Fundll Global 2019 Energy Funds 14% Mauritius 141.2
(Through KNI)
AktivCo Regional 2021 | Solar power Loans N/A France 134.3
Greenlight Kenya 2019 | Solar power Loans N/A Kenya 130.4
Planet
M-Kopa Regional 2017 | Solar power Loans N/A Kenya 128.7
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Investment Ownership . . Committed
Investment Country year Sector Instrument share Domicile (MNOK)
Xeég?nsAblhty Global 2019 eﬁg?ge;/ﬁalg Funds 8% | Luxembourg 112.4
Yoma Micro M 2017| Sol Loans 15%| i 100.7
Power yanmar olar power Equity o ingapore .
Baobab+ Regional 2021 | Solar power Equity 28% France 100.7
Kiangan Philippines 2021 | Hydropower Loans N/A Singapore 95.4
EESS%CSLOS Honduras 2015| Solar power Equity 15% Honduras 93.1
; Loans .
ESCOTEL Regional 2020 | Solarpower Equity 31% Mauritius 92.8
Nordic Impact
Cooperation Global 2022 | Solarpower Equity 35% Norway 7.7
(NIC)
Loans United
d.light Global 2016| Solarpower Equit 0% States of 69.8
quity America
SUSI Asia
Energy
Transition Regional 2021 Energy Funds 19% | Luxembourg 67.5
Fund
(Through KNI)
Schneider
Electric - o
Energy Access Regional 2019 Energy Funds 30% France 65.6
Asia
EJT:ﬂ:\egcton South Africa 2015 Solar power EL;S{;; 30% | Netherlands 55.9
. . Loans .
Welight Regional 2019 Energy Equity 30% Mauritius 55.7
SMCSEEEa Mozambique 2016 | Solar power El_gjirt]; 11% | Mozambique 52.8
Eglr:re Road Cambodia 2021 | Solar power Loans N/A Cambodia 40.2
Loans
Scatec ASYV Rwanda 2014 | Solar power Equity 16% Rwanda 37.7
Nam Sim Laos 2011 | Hydropower Loans N/A Laos 33.6
éceifacn Egypt 2015| Solar power Equity 12% | Netherlands 30.9
E;'E;at?r Life Kenya 2020 Solar power Loans N/A Jersey 27.5
II;llzon1tSo|ar Lesotho 2018 | Solar power Equity 21% Lesotho 21.8
. . Loans .
Sunshine Regional 2017 | Solar power Equity 0% CostaRica 18.5
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Investment Ownership . . Committed
Investment Country year Sector Instrument share Domicile (MNOK)

Renewable
Energy South Africa 2014 | Hydropower Loans N/A| South Africa 13.4
Holdings
Rwimi Uganda 2015 | Hydropower Loans N/A Uganda 12.1
h%t;u Dolom Indonesia 2021| Hydropower Loans N/A Norway 9.9
Eco-Nor Regional 2019 | Hydropower Equity 15% Mauritius 8.1
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Financial Inclusion

Development Mandate

By investing in banks, microfinance and other financial
institutions, Norfund contributes to increased financial inclusion
and in particular to more jobs in small and medium sized
companies.

Key achievements in 2022

1809 % committed
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8 o 9 % newclientsserved

8 9 % increaseinlendingtoclients

Development Rationale

Inclusive financial systems provide businesses and individuals with greater access to
resources to meet their financial needs, such as capitalising on business opportunities,
investing in homebuilding or education and managing unforeseen circumstances.

In low- and middle-income regions, the financial sector is often underdeveloped.
Businesses and individuals have limited access to basic financial services, such as bank
accounts, payment services and credit facilities. Across developing countries, it is
estimated that 65 million formal Micro-, Small- and Medium-sized enterprises

(MSMEs) have unmet financing needs, and globally about 1.4 billion adults remain

unbanked and even more are underbanked.
Investment Needs

Banks and microfinance institutions rely on access to debt and equity when extending
loans to their clients. Increasing the availability of capital enables them not only to grow
existing credit facilities, but also to develop products, increase their market reach and
pay for costly yet crucial capital investments. IT systems for example are expensive, but
are needed to provide high-quality, effective, and secure services.

Norfund's Strategy
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Norfund provides debt and equity to financially viable banks, microfinance institutions
and fintech companies that want to grow in underbanked customer segments in our core
countries.

Our investments are made both directly and through investment platforms and funds
and focus on growing locally owned financial institutions.

In response to the COVID-19 pandemic, Norfund’s strategy is to help our countries’ own
banking systems to become better positioned to provide additional loans to businesses
to see them through the crisis. Our investments in banks target medium-sized and large
banks that have a focus which includes SMEs and the retail market and have clients who
previously lacked access to financial services.

Our main vehicle for equity investments in African banks is Arise, a 1 billion USD bank
investment company in which Norfund owns more than 40 percent of the shares. We
invest directly in microfinance institutions in our core countries as well as indirectly
through Abler Nordic (formerly the Nordic Microfinance Initiative (NMI)).

Strategic ambitions

Norfund has defined two ambitions for its direct investments in financial institutions for
the strategy period 2019 - 2022:

o Offer financial services to 15 million new clients
e Extend 130 billion NOK more in loans to clients

Both of these targets were reached with good margin.
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ANNUAL REPORT 2022
Accumulated achievements 2019 — 2022
New unique clients (million)
2019 2020 2021 2022
H Result of the year = Accumulated Ambition
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Increase in outstanding loans (billion NOK)

195.9

2019 2020 2022

H Result of the year = Accumulated Ambition

Investments and Results in 2022

Norfund is invested directly in 74 financial institutions (FI), ranging from regional
banking groups and funds that invest in banks to local microfinance institutions.

1809 % committedin 2022

10786 % committedin total Fl portfolio
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Impact during the strategy period 2019-2022

32.1 million new clients provided with financial services during the strategy period

195.9 billion NOK increased loans to clients during the strategy period

—> Read more about the impact of access to finance

Investments per region

In 2022, a total of 15 commitments were signed with financial institutions in Sub-
Saharan Africa, Asia and Latin America.

Investments per region in 2022 Total portfolio per region

L

@ Africa @ Asia @ Latin America @ Africa @ Asia @ Latin America
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Challenging macro environment

Increased interest rates and sovereign risk are the main trends that affected the FI
markets in our countries and posed challenges during 2022. For the banks we are
invested in and for Norfund’s return, increased interest rates have positive effects
short-term. However, in the medium-term, we are more concerned about the asset
quality and the loan growth of the banks we are invested in. The increased interest rates
combined with high levels of government debt in our investment countries, lead to
increased default risk. For example, Sri Lanka defaulted on its foreign debt in April 2022,
where we are invested in NDB Bank, which suffered as a consequence of the default. The
government in Ghana also defaulted on its debt in December 2022, which may result in
knock-on effects on businesses and banks’ balance sheets going forward.

Myanmar

A challenge during 2022 was the economic situation in Myanmar, precipitated by the
military coup early in 2021. Economic development started to slow in 2021, and due to
the continued economic slowdown, there have not been any new investments in the area
in 2022. Norfund maintains three investments in the country with Yoma Bank and the
microfinance institutions Myanmar Finance and Advans Myanmar, trying to operate in a
very complicated commercial and regulatory environment.

Highlights of 2021

12 % newinvestee companies

3 % follow-oninvestments

The FI loan portfolio developed positively in 2022, with 11 new loans of a total of USD
151.5 million, in addition to the previous portfolio. Despite covid-effects and a
challenging macro environment, the FI loan portfolio only has four non-performing
loans out of a total of 55 loan engagements.

PG. 133 OF 294



Norfur‘igd

ANNUAL REPORT 2022 Investment areas / Development Mandate / Financial Inclusion

Large investment in Banco BDI

In 2022, the largest single investment was in Banco BDI in the Dominican Republic.
Norfund completed a USD 17.8 million equity investment, which is equivalent to a 20%
stake as of December 2022. BDI is a family-owned local bank that offers finance
solutions to SMEs. It was founded in 1974 and is currently the 10th largest bank out of 17
in the country, and one of a few banks with SMEs as its main focus. As of December 2022,
BDI has a strong brand recognition through a network of 22,718 customers served by 355
employees and 11 branches across the country. This was Norfund’s first investment in
the Dominican Republic.

First investment in Democratic Republic of the Congo
(DRC)

Norfund completed a USD 6.75 million investment in CRDB, which will be used to
establish CRDB Bank DRC S.A in Lubumbashi, the Democratic Republic of Congo. It will
be a banking subsidiary of CRDB Bank Plc., the second largest bank in Tanzania, which
sees a business opportunity on increased trade between Tanzania and DRC. CRDB will be
the majority shareholder (55%) and Norfund (22.5%) and IFU (22.5) as the minority
strategic investors. DRC is the country with the lowest banking penetration in Africa,
making this a highly additional investment. The investment from Norfund will be used
for capital expenditures, licenses, and initial operating costs. The bank is at end of year
2022 waiting to receive the necessary banking licenses in order to start operations.

FinTech

Access to high quality, affordable financial services is essential for social and economic
development, gender equality, resilience, and livelihoods. Unfortunately, globally
around 1.4 billion people are unbanked. It is also a gender issue: women are

disproportionately affected: 74% of men and 68% of women in developing countries
have account ownership.

While many individuals may not have access to financial services, many more have
mobile phone access, making this a useful tool to bridge this gap. FinTech can increase
the breadth of available financial services. Our mandate is to increase financial
inclusion, making FinTech a natural area of interest for Norfund.

In 2022, two commitments were made in this area:
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