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FOREWORD

The structure and scope of this report correspond with Swedfund’s dialogue with its owner, the Swedish
Government, concerning the focus on development effects. This report is the third since reporting began 2008.
The data used to depict development impact and other key portfolio indicators are derived from investee
surveys and financial reporting. The significance of this reporting standard for development effects is further
assured in the Stakeholder Engagement chapter on page 36. All financial and non-financial information relating
to our investments is based on information from our investees.

MESSAGE FROM THE MANAGING DIRECTOR

SWEDFUND — A DEVELOPMENT FINANCE INSTITUTION

Swedfund is a Development Finance Institution (DFI) owned by the Swedish Government. Most OECD countries
have similar finance institutions and a DFI's purpose is to contribute to sustainable development in poor
countries through investments in locally active private companies. DFIs complement private investors and
thereby serve as catalysts for company start-ups or expansions that would otherwise not take place. The
investments often create consequential effects by exchange of know-how and by mobilising more investors to
an industrial sector or region.

Swedfund invests in small and midsize companies (SME), primarily in the poorest nations of the world, with
large focus being placed on Africa. The investments are often direct equity investments in cooperation with
Swedish companies. The Swedish partner companies are strongly committed to environmental, social and
governance issues, and may thereby contribute to increased awareness about sustainability in the investments.

KEY INVESTMENTS

Twelve new investments were made during 2010, ranging from biomass investments in Liberia, to service
workshops for trucks in Iraq, to financial services in India. Selected key investments are outlined below:

e Swedfund and Vattenfall (A Swedish Energy Company) acquired 30 per cent of Buchanan Renewables Fuel,
a Liberia-based company specialising in producing biomass from non-producing rubber trees.

¢ Al Bunnia Group established, with Swedfund as a co-financier and part-owner, Mada Al Rafidain, which
reconstructs Scania’s sales and service network in Iraq.

¢ Swedfund has in association with the Norwegian Microfinance Initiative (NMI), the International Finance
Corporation (IFC) and Aavishkaar Goodwell, a reputable India-focused Microfinance Investment Vehicle,
invested in Belstar. Belstar is a non-bank financial institution affiliated with Hand-in-Hand. Hand-in-Hand
(HiH) is a well-established non-governmental organization (NGO) focused on livelihood promotion. Belstar
will focus on providing loans to low-income households that are unable to access such services from
commercial banks.

DEVELOPMENT EFFECTS IN FOCUS

In 2009 the Swedish National Audit Office published an audit of Swedfund’s activities, criticising Swedfund’s
previous documentation and reporting of development effects of Swedfund’s investment activities. During the
last three years Swedfund has progressed within this field and during 2010 we started implementing our new
Policy for Sustainable Development as well as updating our model for measuring and presenting the
development effects of our investments. In this report you will find thorough explanations and examples
regarding our new and more focussed model.


http://www.swedfund.se/en/�
http://www.vattenfall.com/en/index.htm�
http://www.buchananrenewables.com/woodchips.php�

In 2010 Swedfund published a report showing the development effects of our fund investments, followed by
the publication, “Africa’s road to Prosperity — Based on a True Story”. This report shows how developing
countries currently face similar challenges as Sweden did in the 19" century and how a well-functioning private
sector is a prerequisite for combating social, environmental and infrastructural challenges in a society. We also
published an evaluation report on development effects of former investments by Swedfund in Tanzania — a
Master Thesis from the Royal Institute of Technology. Other publications include reports on East African
economies and “Opportunities for Swedish companies in Iraq”.

Swedfund also organized various seminars and conferences during 2010, such as the East African road show
where Swedfund together with East African representatives met with Swedish entrepreneurs and companies.
Swedfund also co-organized together with the Nordic DFIs (Norfund, Finnfund and IFU) a joint Nordic
conference “Investing for Development”. Presentations from a variety of actors highlighted the importance of
the private sector for developing countries and the investment opportunities it brings.

CHALLENGES

Swedfund’s overall objective is to contribute to The Swedish Government's Policy for Global Development and
Swedish Development Co-operation. The Policy for Global Development depicts six global challenges including,
economic exclusion, climate change and environmental impact, conflict and fragile situations, migration flows,
communicable diseases and other health threats. Swedfund meet these challenges through strategic priorities,
the type of investments we make and how they are carried out. Swedfund’s strategic priorities to meet these
challenges include:

e Economic exclusion: Developing local financial markets and promoting responsible business through direct
equity investment in least developed countries together with Swedish partners.

o Climate change and environmental impact: Addressing climate change and ensuring environmental
sustainability through Cleantech investments and renewable energy investments, as well as promoting
environmental best practices.

o Conflict and fragile situations: Supporting the shift from war to peace through responsible investments in
post conflict nations.

o Migration flows: Promoting transfer of capital, knowledge and experience to developing countries by
investing with Swedish partners with foreign backgrounds.

e Oppression: Improving access to information and communication technologies (ICT) through ICT
investments.

o Health threats: Improving access to healthcare and essential medicines through healthcare investments as
well as promoting good medical insurances and benefits to employees in our investee companies.

LOOKING FORWARD

During the past year, Swedfund started implementing our updated Policy for Sustainable Development which
replaced our former Environmental Policy and Code of Best Practice. During 2011 we will continue this
implementation and also start working according to the new model for measuring and following up the
development effects of our investments.

The main challenge for Swedfund lies in increasing equity investments in the least developed countries and in
post-conflict areas together with Swedish strategic partners. These regions and markets have unmet demands
and superior growth potential, however they also involve greater political, infrastructural and institutional risks
that needs to be properly addressed when investing. Swedfund will continue to work towards the following
goals:



e 50% of the portfolio invested in least developed & other low-income countries.
e 50% of the portfolio in direct equity investments.
¢ Increased investments together with Swedish strategic partners.

By targeting increased equity investments together with Swedish strategic partners in very poor countries we
believe we are better equipped to generate economically, socially and environmentally sustainable
development for all stakeholders within our focus regions






SUSTAINABLE DEVELOPMENT PRIORITIES & TARGETS

Swedfund is a committed, active and long term investment partner. Our activities are guided by the Swedish
Government’s Policy for Global Development including six global challenges. Swedfund’s contributions to meet

these challenges are outlined below:

Global Challenges Swedfund’s contributions

Target investments

Improve access to information and communication

Oppression technologies (ICT)

Develop local Financial markets. Promote
responsible business practices (which benefits
local and Swedish business interest)

Economic exclusion

Climate change and

environmental impact environmental sustainability

Promote transfer of capital, knowledge and
experience from migrants to developing countries

Migration flows

Communicable diseases

and other health threats medicines

Conflict and fragile
situations

Address climate change and ensuring

Support countries in transition from war to peace

ICT investments

Investments in the Least
Developed Countries; Financial
Service Investment, Direct equity
Investment, Investments with
Swedish partners

Clean tech, Renewable energy
Investments

Investments with Swedish partners
with foreign backgrounds

Improve access to healthcare and essential

Healthcare investments

Investments in Post conflict areas

A SUSTAINABLE BUSINESS MODEL

Swedfund invests in private sector companies in
developing countries and in Eastern Europe (non EU
members). The objective is to create economically,
environmentally and socially sustainable companies
that will contribute to growth and development in the
countries. The rationale behind the business model is
to be “additional” and “catalytic”. Additional in the
sense that we seek to invest in regions, sectors and
segments that would not otherwise have had access to
finance for the private sector. Catalytic because we
partner with co-investors and enable other private
sector investors to join us.

THIRD PARTY CAPITAL IS
INVESTED ALONGSIDE
SWEDFUND’S CAPITAL

SWEDFUND INVESTS

IN PRIVATE SECTOR COMPANIES
IN LOW AND MIDDLE INCOME
COUNTRIES

SWEDFUND EXITS PORTFOLIO
COMPANIES AFTER 5 - 10 YEARS
AND REINVESTS PROCEEDS IN
NEW COMPANIES

PORTFOLIO COMPANIES
EXPAND AND IMPROVE UPON
THEIR BUSINESS, (INCLUDING
EMPLOYING PEOPLE, TRAINING,
PAYING TAXES, IMPROVING ESG
MATTERS, ETC)




Swedfunds investments — an overview

Swedfund’s portfolio is divided into shares, funds and loans. This provides us with a flexibility that is essential in
order to reach out to as many companies as possible. Swedfund’s principal focus is equity investments in
companies with a relation to Swedish interests, invested amounts reach from 5 to 10 million EUR. Through loan
financing Swedfund can participate in larger projects together with other like-minded investors. Fund
investments enable Swedfund to cost-effectively reach more and smaller companies in countries that
otherwise would have been difficult to reach without local presence. However, our owners are currently
reevaluating if fund investment should be a part of our investment activities, and no new investment in funds
will be made until further notice. At the end of 2010 Swedfund’s total committed investments amounted to
2,556 MSEK, consisting of 93 investments in 43 countries. In 2010 Swedfund made 17 new investments and 5

exits.

Swedfund International 2005 2006 2007 2008 2009 2010
No. of countries in which we 30 31 33 33 36 43
have portfolio companies

No. of portfolio companies, 55 66 67 69 71 81
beginning of year

No. of new portfolio 14 6 8 15 13 17
companies

No. of divestments -3 -5 -6 -13 -3 -5
No. of portfolio companies, 66 67 69 71 81 93

end of year

The below diagram depicts Swedfund’s direct and indirect investments. Swedfund invests directly through
equity stakes, or loan arrangements in a specific company. An indirect investment is when Swedfund acquire a

stake in a fund which in turn invests in various countries, sectors and companies.

INSTRUMENT:
EQUITY, LOANS OR
GUARANTEES

STRATEGIC PARTNERS/ CO INVESTORS:
BRING CAPITAL, KNOW-HOW AND TAKE
OPERATIONAL RESPONSIBILITY

\4

COMPANY A

SWEDFUND: BRINGS CAPITAL,

KNOW-HOW, ADDS VALUE ETC.

PRIVATE INVESTOR/ DFI:
BRING CAPITAL, KNOW-
HOW AND SHARES RISK

PRIVATE EQUITY FUNDS: BRING
CAPITAL, KNOW-HOW, AND
VALUE ADDED ACTIVITIES

COMPANY B |

COMPANY C

COMPANY D I

COMPANY E

INSTRUMENT: EQUITY



SWEDPARTNERSHIP

Swedpartnership offers grant financing for transfer of know-how, technology and investments from Swedish
small and medium sized enterprises to companies in developing countries. The financial support is given as a
loan to the Swedish company and can be converted into a grant when the project is completed and approved
by Swedfund. The maximum financial assistance per project is limited to 750 KSEK and 40 percent of the total
project cost. The guidelines and criteria for the evaluation of projects are based on the same business
principles as Swedfund’s risk capital investments.

Since the start in April 2009 a total of 42 projects have been evaluated and 35 of these projects have been
approved for funding. The accumulated grant financing for the period amounts to 22 MSEK, contributing to a
planned total investment volume of 71 MSEK, of which 34 MSEK for transfer of know-how summing up to
50 000 hours/30 full working years, and 37 MSEK for investments in machinery and equipment. The project
portfolio comprises a variety of Swedish companies in respect of size, industry and location. Asia is so far the
region representing the greatest demand, with an increasing number of projects both in Africa and Eastern
Europe. (See table below).

Country Sector Activity Cooperation
1 Bangladesh Textile Manufacturing and assembling of textile accessories Subsidiary
2 Belarus Services Corporate legal assistance Subsidiary
3 Bosnia - Herzeg. Industrials Manufacturing and trading w ith w ood kilns Agent
4 Bosnia —Herzeg. Industrials Components and accessories for fork lifts Joint venture
S Bosnia —Herzeg. Industrials Sales and manufacturing of furniture and interiors Supplier
6 China Medtech Manufacturing of products w ithin the blood renal therapy area Supplier
7 China Industrials Sales and manufacturing of plastic components Subsidiary
8 China Industrials Sales and manufacturing of w orkshop equipment Subsidiary
9 China ICT Develops, adjustment and sales of w eb solutions Distributor
10 china Industrials Instruments to measure air quality Subsidiary
11 China Industrials Manufacturer of pipe processing and machining for vehicles Subsidiary
12 China Industrials Workshop equipment Supplier
13 China Industrials Isolation material for building constructions Supplier
14 China Industrials Manufacturing of mechanical seals Subsidiary
15 China Industrials Sales and manufacturing of plastic components Subsidiary
16 China Industrials Filters for air purification Supplier
17 China Industrials Sales and manufacturing of control fixtures Subsidiary
18 China Industrials Cooling systems for hydraulic and motor oils Subsidiary
19 China Services Consultancy services for international trade Subsidiary
20 china Industrials Cables and components Supplier
21 China Textile Textile label systems Supplier
22 Ethiopia Consumer Producs Sales and manufacturing of sport gloves Supplier
23 India Services Electric pow er quality instruments Distributor
24 Kenya Services Online education services Joint venture
25 Moldova Services Strategic communication consulting services Subsidiary
26 Nepal ICT Develops, adjustment and sales of w eb solutions Supplier
27 Nepal Energy Manufacturer of briquettes for heating Subsidiary
28 pery Services Operation of vehicle inspection facilities Subsidiary
29 griLanka ICT Healthcare information systems Subsidiary
30 Thailand Industrials Carbide boring bars Joint venture
31 Ukraine Textile Manufacturer w ithin the confection industry Subsidiary
32 Ukraine Manufacturing Sales and manufacturing of paint Distributor
33 Ukraine Textile Manufacturer w ithin the confection industry Supplier
34 Vietnam Manufacturing Manufacturer w ithin the w oodw ork industry Joint venture
35 vietnam Industrials Manufacturing of composite propane cylinders Supplier




TECHNICAL ASSISTANCE
Swedfund’s resources for technical assistance mainly support quality enhancements for potential investments,
programs for existing investments and follow-up after investment exits. During the past year 17 technical
support initiatives for a total amount of about 6.9 MSEK have been approved by the committee for technical
assistance at Swedfund.

Region Activity Sector Type of funding
Africa Pre-feasibility study — Wind power Power Quality enhancements for potential investments
. Study and implementation of . . -
Africa y . P Manufacturing Quality enhancements for potential investments
accounting system
Africa Investment Memorandum Manufacturing Quality enhancements for potential investments
. Report on Development Effects of Fund . . .
Various Various Follow-up after investment exit
Investments
West Africa Environmental and Social Analysis Power Quality enhancements for potential investments
East Africa Market Survey Bicycles Manufacturing Quality enhancements for potential investments

Post Conflict

Africa
Kosovo

Iraq

East Africa
South Africa

India
West Africa
Various

Asia

Iraq

Program for Entrepreneurs in PC-
countries

Hiv/Aids program in portfolio
companies

Environmental and Social Analysis

Market Survey Iraq

East Africa Report

Pre-feasibility study — Electric Power
Supply

Pre-feasibility study Hospital
Pre-feasibility study Electrification

ESG Audit

Implementation of certification system
for wood products

Study and implementation of
accounting system following Iraqi law

Various

Manufacturing

Manufacturing
Electrical domestic
appliance

General

Processing industry

Health care
Power

Various

Wood processing
industry

Transport sector

Program for existing investments

Quality enhancements for potential investments
Quality enhancements for potential investments
Quality enhancements for potential investments
Other

Quality enhancements for potential investments

Quality enhancements for potential investments
Quality enhancements for potential investments
Quality enhancements for potential investments

Quality enhancements for potential investments

Quality enhancements for potential investments

CASE: ENVIRONMENTAL CERTIFICATION — GATEWAY TO NEW MARKETS

One of Swedfund’s portfolio companies refines and manufactures wood products in Asia. In 2009 the company’s
largest client required that all wood based products should be FSC-certified (Forest Stewardship Council). Swedfund
decided to contribute with technical assistance to adapt the production process of the furniture company in order to
fulfill the requirements of the certification system. After completion, the company could implement a classification
system for its products making them eligible for the American and the European markets, which has been essential for
the survival of the company.



The investment process

By investing in economically, socially and ecologically sustainable businesses that lack access to finance,
Swedfund contributes to sustainable growth and development.

As a state-owned development finance institution we emphasise transparency and governance as well as good
environmental and social conditions in addition to traditional commercial, financial, company, partner and
market analyses. By focusing on the development of sustainable and responsible business, we believe that our
partners will improve their performance and enhance their own competitive edge.

Swedfund and its portfolio companies aim to maximise economic, environmental and social benefits and to
minimise risks and costs. Therefore it is necessary for us to take financial and economic as well as
developmental and ESG factors into account during the entire investment process.

Sourcing Appraisal Transaction Value
e |nitial assessment: ¢ In-depth analysis ¢ Negotiations/term sheet e Active ownership
— Country e Screening e Legal Documentation — 5to 10 years
— Sector ¢ Due diligence: e Closing e Board representation
— Management — Commercial e Conditions President — Share investments
— Business plan — Financial e Disbursement * Monitoring:
* Concept clearance — Legal — Financial
— Development impact — Commercial
— ESG* — ESG
¢ Negotiations/term sheet — Development Effects
e Board decision * Reporting

— Annual reports
— ESG reports
Sustainability Reports
— Development Effects
e Exit
— Conclude Development
Effects

ESG = Environmental, Social and Governance matters

SWEDFUND’S POLICY FOR SUSTAINABLE DEVELOPMENT

All Swedfund’s investments must comply with Swedfund’s Policy for Sustainable Developmenti. This policy has
been approved by our Board and defines Swedfund’s core philosophy and values; it also outlines how we
incorporate sustainability aspects into Swedfund’s operations and investment activities. By active engagement
and monitoring we support our portfolio companies to meet or even out-perform environmental and social
requirements. By doing this we believe the companies can become more successful, in addition to contributing
to sustainable long-term development effects.

Swedfund’s Policy for Sustainable Development includes (see attachment):

o Guidelines for Swedfund’s investment process regarding development effects, environmental, social and -
governance matters (ESG)

¢ Requirements & guidelines for our investee companies

e Exclusion list - what Swedfund does not invest in

e Environmental and Social Risk categorization
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DEVELOPMENT IMPACT

Development effects from a stakeholder’s perspective

EMPLOYEES

The employees in Swedfund’s portfolio companies often realize higher wages/or benefits (health/HIV
education, medical insurance, travel and food allowance) compared to other employers in our focus regions.
When a focus region is lacking alternative employers the employment creation of Swedfund alone is an
significant factor for poor people’s well-being. The result is higher employee productivity and greater
opportunities for career advancement.

FINANCIERS/INVESTORS

To assess costs and benefits for financiers, we look at measures of investment profitability. Profitable
investments are an essential factor to attract additional investors: profits show how supporting
environmentally and socially sustainable projects also can be good business. Profits are essential for the
survival of private companies — to the company itself and to other companies in developing countries. By
investing in profitable ventures, Swedfund maximizes the positive impact of our investments. Greater profits
for Swedfund and our co-investors results in greater funds available for further investments — and greater
demonstration effect.

CUSTOMERS

The markets Swedfund targets may gain access to new or better quality goods and services. Alternatively,
lower prices can be offered thanks to local production, higher production efficiency or economies of scale.
Swedfund invests in companies producing goods and services that are demanded in the market. Examples of
sectors Swedfund invests in include Manufacturing, Infrastructure, Health Care, Industrials and Retail.

SOCIETY & GOVERNMENT

All investments contribute to the local society through taxes and duties paid. In 2010, Swedfund’s portfolio
companies produced more than 219 MSEK in government revenues. Some of our portfolio companies are now
among the largest tax payers in the region where they are domiciled.

SUPPLIERS

Swedfund’s portfolio companies often have local suppliers. A resulting effect when a portfolio company
secures capital from Swedfund may be increased demand for their suppliers’ products or services, ultimately
resulting in higher revenue and profit. Employment can also increase as a result of increased demand as well as
competition and quality of products/services. Many customers also assist suppliers in producing at lower cost
or better quality through the provision of managerial, organizational, technology or financial knowledge.

LOCAL COMMUNITIES

A healthy society provides a sound foundation for company growth and stable business activities. Strategic
forward-thinking firms appreciate and support this leading to an interest in societal stability and the economic
development of local communities. Swedfund’s investees often affect neighboring communities beneficially
through the construction or improvement of existing infrastructure (roads, electricity etc.). Further examples
include beneficial contributions to local schools, orphanages, fire departments, water supply systems and
medical treatment centers.

11



ENVIRONMENT

Swedfund invests in companies that are minimizing their negative impact on the environment. The
environmental classification we use for on our investees is shown on page 38. Swedfund also looks actively for
renewable energy investments. During 2010 Swedfund’s cleantech/renewable energy portfolio increased in
size. Our current cleantech investments include a biomass plant in Liberia where Swedfund invested together
with Vattenfall.

COMPETITORS

Competitors mainly benefit from demonstration effects. Examples include showing the feasibility of a new
technology, viability of a certain market segment and increased managerial skills. These demonstration effects
may also encourage additional capital to enter the market. Network effects include the supply chain, where
improved quality of one supplier normally will benefit all its customers.

PRODUCERS OF COMPLEMENTARY PRODUCTS/SERVICES

Complementary products are products whos perceived value increases when the supply of another product
increases. Hence, there is an incentive to increase production of complementary products in markets where
the main products are scarce. Resulting effects may also be higher employment and/or wage levels. Swedfund
frequently enters markets with a scarce supply of certain goods and through this contributes to the above
outlined positive effects.

Measuring results

DEVELOPMENT OUTCOME - FRAMEWORK AND INDICATORS

Swedfund assesses development effects of investments by using a monitoring and evaluation framework. This
procedure captures a company’s development reach to stakeholders based on four performance components:
financial, economic, and environmental, social and governance (ESG) performance, as well as broader private
sector development impacts.

Financial performance — indicating whether investments are profitable; capital returned to Swedfund allows
for further investments and demonstrating that profitable investments is possible in emerging high-risk
markets.

Economic performance - indicating the extent to which investments generate benefits for the local economy.
In terms of successful commercial value generating businesses where added value is effectively distributed to
its stakeholders whilst providing employment.

ESG performance — indicating whether portfolio companies adhere to responsible business practices with
respect to their practices from the environmental, social and governance (ESG) perspective.

Private sector development — indicating Swedfund has a broader development effect on the private sector.
This includes increased availability of capital for businesses derived from Swedfund’s co-investors, technology
and knowledge transfer, higher quality goods and services and infrastructure improvements. Inspired by other
Development Finance Institutions (DFIs) Swedfund developed a monitoring and evaluation framework for our
investments. The framework is similar to the one used by the International Finance Corporation (IFC).
Swedfund actively collaborates with the other European Development Finance Institutions (EDFI) in monitoring
development effects. Measuring development results is critical for Swedfund to:

o Assess to what extent we are achieving our mission of promoting sustainable private sector investment to
help reduce poverty and improve people’s living standards.
o Calibrate our engagements to achieve higher operational effectiveness and refine our strategy.

12



o Articulate and report on successes and areas for improvement, to promote learning and to improve
transparency and accountability to stakeholders.
e Foster a culture in which achieving development effects is a key incentive for increasing staff productivity.

Development

Outcome areas Concept Development Effect Performance Indicators

Financial Financial returns = Profitability for investee company (+ change over time)

Performance = Turnover for investee company (+ change over time)
= Return to Swedfund (IRR)

Economic Contribution to economic growth. (Indicators refer = Value Added

Performance to the investee company.) = Distributed value — wages, taxes, local suppliers, financiers
= Employment (number of employees)

ESG Responsible business practice with respect to = Environmental improvements

Performance environmental, social and governance matters = Social improvements

(ESG). (Indicators refer to the investee company.) = Corporate Governance improvements
Private Sector Private sector development. (Indicators refer to = Technology and knowledge transfer
Performance investee company.) = Demonstration effects

= Third party capital (info about Swedfund's co-investors)
= Indirect employment (local suppliers & distributors)

= Increase competition and/or private ownership
= Effects on export/local markets

Development Impact — Financial Performance

LONG-TERM PROFITABILITY IS ESSENTIAL

Profits are essential for a private company to be sustainable and to attract more investment. The ability of
Swedfund to generate a strong financial return on our investments demonstrates to other potential investors
that it is worth the higher perceived risk of investing in emerging markets. Attracting other investors to poor
countries is one of the key reasons why Swedfund strives to maximize the financial returns from our
investments. The other reason is Swedfund’s ambition to increase, rather than dilute, the entrusted public
capital in order to use the proceeds to re-invest in new companies. That way we create a sustainable business
model. Hence, greater profits lead to greater amount of funds available for further investments and greater
demonstration effects.

The after-tax return on ingoing equity for 2010 was a loss of 2,4%, compared to a loss of 0,2 % in 2009. Over
the last seven years, Swedfund’s average annual returns have been 3,8 %. Swedfund’s total invested capital at
the end of 2010 was 2,556 MSEK, an increase of 6,1 % from 2009 (2404 MSEK). Swedfund made 17 new
investments in 13 portfolio companies and exited 5 investments during 2010, resulting in a net investment of
332 MSEK.

13
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FINANCIAL HEALTH OF SWEDFUNDS PORTFOLIO

Since economic value is the main driver for Swedfund it is necessary to monitor our portfolio companies’
financial health. For financial performance in our portfolio, Swedfund evaluate management, sales,
profitability, cash flow and development impact. When a company is not doing well financially we observe the
company and provide support in the form of active engagement and board work to strengthen it. Some of our
investees do underperform financially on occasion and in some cases are unable to reverse the negative trend
— eventually leading to bankruptcy. However, this is all part and parcel of Swedfund’s role as a risk capital
company investing in challenging markets with high associated risks.

Evaluation ratings are spread across three categories in Swedfund’s evaluation framework. In 2010 62% of the
companies evaluated were rated as healthy in terms of economic performance, 17 % were rated as under
observation and 21 % as distressed.

FINACIAL HEALTH
OF PORTFOLIO COMPANIES

21%
mHEALTHY
OBSERVATION

17%
629,  ®DISTRESSED

14



Development Impact — Economic Performance

ECONOMIC VALUE GENERATED

We believe that the economic value generated by our portfolio companies is one of Swedfund’s major direct
development effects. The 42 companies that reported data, representing 50% of Swedfund’s portfolio,
together generated a value (turnover) of 15 875 MSEK. The generated value is shown below.

Total (MSEK)

Generated Value 15,875
Distributed Value:

Employee wages and benefits 1,386
Operating costs 11,524
Payment to providers of capital 1,385
Payment to government 219
Dividends to shareholders 108
Economic value retained 229
Total 15,875

The private sector is an essential factor driving economic growth and an essential condition for the creation of
jobs and incomes. More than 90% of all formal jobs in developing countries can be found in the private sector.
In 2000 the World Bank surveyed 60,000 poor people in more than 60 countries and the result showed that
more than 70% thought that the way to overcome poverty was to get a job.ii However, most people in poor
countries work in the informal sector which is less productive, pays lower wages, has lower growth potential,
pays no taxes or social security charges and often has low environmental and social standards. In many
underdeveloped markets the informal sector is larger than the formal sector. In Sub-Saharan Africa, it is
estimated that 80 % of the non-agricultural workforce is informal. Hence, one of the most important effects of
Swedfund’s investment activities is their impact on job creation. In 2009 59 % of the companies for which data
was available demonstrated growth in turnover during the investment period. The average magnitude of this
growth in turnover was 80 MSEK per company.

TAXES

Formal companies pay taxes to their respective governments. These taxes are then to be used to finance the
economic and social infrastructure. In 2009 219 MSEK in annual taxes was paid by Swedfunds portfolio
companies that reported tax data.

EMPLOYMENT

Through our portfolio companies we contribute to both direct and indirect employment. Direct employment is
defined as the employees directly employed by a company in which Swedfund invests. Indirect employment is
the employment created in the value chain associated with the company, such as suppliers, distributors and
customers. It is difficult to estimate the indirect jobs created by our portfolio companies. However we have no
doubt that a significant number of indirect jobs are created as an effect of their activities.

FINANCIAL VIABILITY

Financial viability is fundamental for company sustainability. We believe that the economic value generated by
our portfolio companies is one of the major direct development effects of Swedfund’s activities. Since
economic value is the main driver for Swedfund it is, as mentioned previously, necessary to monitor the
portfolio companies’ financial health. We require portfolio companies to report on their financial situation
quarterly. When a company is not doing well financially we observe the company and provide support in the
form of active engagement and board work to strengthen it.
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Development Impact — ESG Performance

ENVIRONMENTAL PERFORMANCE

Swedfund contributes to improved environmental conditions by selecting strategic partners that are aware of
their responsibility for all aspects of sustainable development whilst taking systematic steps to improve the
management of these issues. By introducing new technologies and management practices, companies can
increase resource efficiency, thus reducing cost and negative environmental impacts. Pursuing sustainable
approaches can also strengthen corporate and brand reputations, increase employee and customer loyalty and
improve employee and community health. We believe that a company taking a proactive approach to its
environmental responsibility is also less likely to cause serious environmental damage that can be expensive to
resolve. Supporting our companies to take a proactive approach to their environmental responsibility is a way
for Swedfund to manage its risk as well as increasing the value of the company.

Environmental Policies: In addition to compliance with Swedfund’s Policy for Sustainable Development, 52% of
our investments have their own specific environmental policies.

Energy, Waste, Water Efficiency Initiatives: Swedfund supports initiatives to improve resource efficiency in our
portfolio companies. In 2010, 35% of our direct investments had specific energy saving plans, 35% had water
saving plans and 48 % had plans for waste reduction. Swedfund intends to continue to engage more actively
with our companies with regard to their environmental performance as well as increasing our investment in
clean tech. In addition, we will provide training for Swedfund’s personnel to further improve their competence
and skills and upgrade our internal tools and processes.

ENVIRONMENTAL POLICY INITIATIVE FOR ENERGY
REDUCTION

52%
35%

EYES mNO 61% BYES mN/A NO

4% l

INITIATIVE FOR WATER INITIATIVE FOR WASTE REDUCTION
REDUCTION
\5% 48%
61% EYES mNO N/A 529% EYES ®mNO
4%
ENVIRONMENTAL INDICATORS, CONSTANT PORTFOLIO* 2007, Yes, Change % 2009, Yes,
% %
Enironmental policy 28.6% 28.6% 57.1%
Initiative for energy reduction 28.6% 0.0% 28.6%
Initiative for water reduction 21.4% 21.4% 42.9%
Initiative for waste reduction 57.1% 0.0% 57.1%

*Comparable portfolio of investees, including the same companies in 2007 as in 2009
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SOCIAL PERFORMANCE

Some of the countries where we invest have poor human rights records and/or the state has a limited capacity
to address these issues.” In these cases the role of businesses in promoting and respecting human rights is
particularly important. Companies can support and respect human rights in their day-to-day activities by
providing safe and healthy working conditions, fair pay, limitations on working hours, paid holidays,
guaranteeing freedom of association and the effective recognition of the right to collective bargaining, ensuring
non-discrimination in personnel practices and ensuring that they do not make direct or indirect use of forced or
compulsory labour or child labour.

We believe that a proactive approach to human rights also makes sound business sense. Access to global
information means that consumers are increasingly aware of where their goods come from and the conditions
under which they are made. Companies can, by being proactive, safeguard their reputation and brand image
and meet customer and investor expectations. Societies where human rights are respected are also more
stable and provide a better environment for business.

Human Right: In 2009 none of our direct portfolio companies stated that they had employees under the age of
15. 83% assured us that they were in compliance with national laws regulating working hours. For 87% of our
direct investments employees have the right to form and join unions and 78% have the right to engage in
collective bargaining. Comparing portfolio performance from 2008, there has been an increase in the right to
establish and join a union, companies allowing for decent working hours and the right to collective bargaining.

The main reason for non-compliance is either because the national laws of the countries we invest in do not
allow collective bargaining or have no/very few labour unions in the country. Swedfund pursues active
engagement and dialogue with companies that are not yet in compliance with our policies and international
declarations. We believe that our ability to exert influence is much greater through active engagement relative
to non-active.

DECENT WORKING HOURS RIGHT TO ESTABLISH UNIONS

4% 13%

BRIGHT TO ESTABLISH & JOIN

13% mYES A UNION
N/A INCONCLUSIVE
INCONCLUSIVE
83%
87%

HUMAN RIGHT INDICATORS, CONSTANT 2008, Change % 2009,
PORTFOLIO* Yes, % Yes, %
No Child Labour 0.0% 0.0% 0.0%
Decent working hours 92.9% 7.1% 100.0%
Right to establish and join a union 78.6% 7.1% 85.7%
Right to engage in collective bargaining 85.7% 14.3% 100.0%

*Comparable portfolio of investees, including the same
companies in 2007 as in 2009
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CHILD LABOUR RIGHT TO COLLECTIVE BARGAINING
9%

100%
13% \

mEMPLOYEES ABOVE AGE
OF 15 mYES N/A NO

78%

Health & Safety: Swedfund regularly monitors investee compliance with national occupational health and
safety laws and regulations through annual surveys. In 2009, 100% our direct portfolio companies stated that
they were in compliance with national occupational health and safety law and requirements, which was an
increase from 2008 by 7.1%. In addition, 31% were providing extra benefits, such as health insurance or
medical care, for their employees and their families.

Furthermore, Swedfund is taking active steps to increase our investments in the health sector. In the last two
years, Swedfund invested over 49 MSEK in the health sector, including cancer clinics in Africa and South
America and an eye hospital in Iraqg.

HIV/AIDS prevention: The HIV/AIDS epidemic intensifies poverty, impedes economic growth and in the
countries most affected, it has reduced life expectancy by more than 20 years.iv This has a negative impact on
the labour force, on enterprise efficiency, and on the transfer of skills and experience, in addition to depriving
families, society and the economy of many years of productive life. Enterprises are now taking the associated
cost of HIV/AIDS into account and a consensus that the cost of not to acting is far greater than the cost of
treatment is starting to emerge. 68% of the global HIV burden is represented in Sub-Saharan Africa.”

In 2009, 39% of Swedfund’s direct portfolio companies in Sub-Saharan Africa took preventive measures against
HIV/AIDS through education, training and HIV/AIDS programmes that include training and voluntary testing as
well as treatment, care and support facilities. During 2010 Swedfund continued its engagement with our
portfolio companies to establish HIV/AIDS programmes. A comparison with the continuing portfolio from 2008
shows an increase of 7.2% in HIV/AIDS programmes. This means that 83% of the reporting companies from
Sub-Saharan Africa in today’s continuing portfolio are pursuing HIV/AIDS programmes. Swedfund will continue
its engagement in these areas in 2011.

Gender equality: Gender equality helps to reduce poverty and promote economic growth. Directly by boosting
women’s participation in the labour force and increasing both productivity and earnings, and indirectly through
the beneficial effects of women's empowerment on children's human capital and well-being, as women are
more likely focus on children’s health care, education and general wellbeing.” Swedfund engages its portfolio
companies to ensure gender equality in terms of ensuring equal wages and that female employees are allowed
to return to work after pregnancy and/or completion of parental leave. In addition, we believe that our
microfinance investments are especially effective to alleviate poverty among poor women since women are
more likely to have trouble obtaining credit relative to men.

Civic contribution: Companies have, as previously mentioned, an interest in societal stability and in the
economic development of local communities. A healthy society sparks business growth. By addressing the
lacking or inadequate societal aspects, companies can make an impact on their ability to effectively operate,
compete and prosper. In 2009, 48% of Swedfund’s direct investments contributed to civic programmes.

18



Examples include contributions to local schools, children’s homes, fire departments and contributions to water
supply systems, roadwork and free medical treatment for villagers.

COMMUNITY COMPLIANCE WITH MINIMUM WAGE (MW) ABOVE OR
CONTRIBUTION NATIONAL HEALTH & EQUAL TO NATIONAL REGULATIONS
SAFETY LAWS

9% 13%
0,
Ns % % = 22Y%
mYES = MW ABOVE OR EQUAL TO
EYES ®mNO NO NATIONAL REGULATIONS
43%  .njA

INCONCLUSIVE = INCONCLUSIVE
= 83%

78%

Corporate Governance, Transparency and Anti-Corruption: Corruption — the abuse of entrusted power for
private gain — has played a major part in undermining the world’s social, economic and environmental
development. Corruption distorts competition and creates inefficiencies in both the public and the private
sectors as it diverts resources from their proper use. The long-term sustainability of business depends on free
and fair competition. Corrupt practices also accompany money laundering and illicit international money
transfers. In Swedfund’s portfolio there are companies located in countries where corruption exists at all levels
of society.Vii It is therefore essential for us to adopt a proactive stance on corporate governance in our
investment activities.

In accordance with Swedfund’s Policy for Sustainable Development, our investee companies must comply with
the OECD Convention on Combating Bribery of Foreign Public Officials in International Business Transactions.
This convention is aimed at reducing corruption in developing countries by encouraging sanctions against
bribery in international business transactions carried out by companies based in the convention member
countries. This is a continuous process in which Swedfund and other DFI:s are endeavouring to work together.
Corruption is an important aspect Swedfund addresses in the investment process; if evidence of corruption is
identified Swedfund will not invest. In October 2007, Swedfund signed “A Corporate Governance Approach
Statement by Development Finance Institutions” referring to the OECD Principles of Corporate Governance.
The approach implies that Swedfund will continue to promote sound corporate governance throughout the
investment process, provide training for our staff and collaborate with development finance institutions on an
ongoing basis to promote the cause of sound corporate governance.

COMPARATION CONSTANT PORTFOLIO * 2008 2009
Minimum Wage, over or equal to National regulations 92.9% 100.0%
Compliance with national occupational health and safety regulations 92.9% 100.0%
Preventive measures against HIV/AIDS 35.7% 42.9%
Charity/community investment 35.71% 57.1%
Benefits to employees exceeding benefits required by national law 35.7% 28.6%
;(éggn;parable portfolio of investees, including the same companies in 2007 as in
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HIV/AIDS PROGRAM (SUB-SAHARAN
AFRICA)

9%

509 mN/A =YES ©=NO
0

39%

ESG AUDITS

BENEFITS TO EMPLOYEES

17% 31%

YES mNO mN/A

52%

During 2010 Swedfund performed three social and environmental assessments in existing portfolio companies,
two internal and one with external consultants. An assessment normally takes one to three days.
Recommendations and action plans are thereafter communicated to the companies. The content of the

assessment varies but always includes any of the following topics:

e Employment conditions

¢ Health & Safety

¢ Supply chain management

¢ Environmental management
o Quality (not always included)

At site, inspections are made of facilities, interviews are conducted with relevant people as well as a review of

relevant documentation.

Review of documentation, examples:

Interviews with, examples:

e Pay slips

o Time records

e Copies of relevant certificates (ISO 14001, 9001, OSHAS etc.)

e Emergency evacuation plan

e Accident book

e Disciplinary log book

e Employment contracts

e Environmental authorizations/permits/compliance certificates
e Environmental policy, management system and action plan

e Maintenance records of pollution prevention equipment

e Environmental data from monitoring emissions (wastewater
parameters, amounts and types of waste, air emissions)

e Factory rules

o Health and safety policy, risk assessment and action plan
o Material safety data sheets

e Personnel records

e Training records

e Work-related Injury Insurance Employee Participation List

® Workers
e Managers responsible for the following areas:
o Health and safety

o Human resources/personnel

o Finance/payroll

o Environmental management

o Employee healthcare (if applicable)
oEnvironment

o Maintenance

o Quality

Walk-through in facilities, examples:
e Production areas
e Material and waste storage areas
e Kitchen and canteen
e Clinic/sick room
e Pollution prevention equipment or facilities
o Workers’ accommodation/ recreational facilities
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Development Impact — Private Sector Performance

Swedfund’s investments have private sector development effects including increased availability of capital for
businesses in low income countries from Swedfund’s co-investors; more efficient capital markets; technology
and knowledge transfer; and increased availability of better quality goods, services and infrastructure for the

benefit of local communities.

1.Transfer of Technology and Know-how

2. Third party capital

3.Demonstration effects

4.Lower price and/or better quality of products

CASE: PIENO ZVAIGZDES - DAIRY PRODUCTS,
LITHUANIA

Pieno Zvaigzdes (PZ) manufactures and sells dairy products
for retail use. PZ is one of the largest food chains in the
country with 1,200 employees. The high level of intra-
industry competition results in PZ being highly market
responsive and continuously modernizing and developing
new products. PZ is environmentally certified by ISO. Key
management is competent and has acquired the nessecary
know-how to run the operation. Management is committed
to constantly improving food quality and safety.
Management has allowed for creating sufficient financial
resources to acquire the 1ISO 9001 and 14001 certifications,
which further will guarantee food quality and safety. There
is a clear division of responsibility between owners and
management due to the company being publically traded
and the information flow between them works well.

PZ is actively working on making logistic procedures more
efficient, enabling environmental improvements. PZ
competes on the relatively higher quality of its products.
This allows the company to charge customers a slightly
higher price, compared to its competitors.

INVESTEE COMPANY: PIENO ZVAIGZDES
Business activity: Dairy Products
Initial Investment Year: 2001

Swedfund's Investments Equity 2001 25000 000 SEK
Key Development Effects: Demonstration effects

Enhanced competition

Environmental improvements
Transfer of technology and know-how
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CASE: PRESTANDO WUXI - AUTOMOTIVE
INDUSTRY, CHINA

Prestando Wuxi manufactures, develops and sells
production inputs to the automotive industry. The
customer base is made up of exhaust system
manufacturers and other industrial rubber and metal
companies. A well developed technology of this sort is
essential for China’s ability to meet the ongoing strong
export demand. Staff has been given extensive training in
quality assurance, buying & selling and IT procedures. As a
result a clever integrated system has been implemented,
where Prestando AB directly can participate in Prestando
Wuxi’s financials online. This transparency reduces
information asymmetries and will affect long-term
business growth positively.

CEO and other key management are perceived as highly
qualified. Market timing and time management has been
identified as essential elements for success, and is
something which Prestando Wuxi’'s management
constantly rationalizes. The company’s product line holds
superior quality whilst retail prices are at equal levels with
its competitors.

INVESTEE COMPANY: PRESTANDO WUXI

Business activity: Automotive Industry

Initial Investment Year: 2007

Swedfund's Investments Equity 2007 5000 000 SEK
Equity 2007 4000 000 SEK
Debt 2009 3000 000 SEK
Equity 2010 3000 000 SEK

Key Development Effects: Beneficial trade developments

Enhanced competition
Transfer of technology and know-how




CASE: GAMMA KNIFE CENTRE — CANCER CLINIC, EGYPT

Gamma Knife Centre (GKC) uses a radiation technique developed by Elekta to treat brain tumors. The procedure is
unique and does not require traditional surgical tools to be used. GKC has recently rationalized its operations and 665
patients were treated during 2009. A total of 3,000 patients have been treated since 2001.

Swedish based Biotech company Elekta supplies the medical equipment used and provides transfer of technology and
know-how to GKC. Between 2001 and 2007 a specialized physician with international experience trained six PhDs,
which led to nine articles being published in various scientific journals. GKC’s scientific council is made up of four
internationally recognized physicians who travel to GKC on a regular basis.

The professional structure between the board of directors, CEO and general staff is sufficient and the information flow
between the board and CEO is of first-class quality. GKC was the first company in Egypt to employ the radiation
technique. Although the technique is also used by a military hospital in Egypt, they treat relatively fewer patients every
year. The price and quality of this service is at lower and higher levels respectively, compared to European based peers.
This provides an incentive to foreign cancer patients to travel to Egypt for treatment, i.e. resulting in beneficial trade
effects.

INVESTEE COMPANY: GAMMA KNIFE CENTRE

Business activity: Cancer Clinic

Initial Investment Year: 1999

Swedfund's Investments Equity 1999 4 500 000 SEK
Equity 1999 2300 000 SEK
Debt 2006 1 400 000 SEK
Debt 2006 1000 000 SEK

Key Development Effects: Beneficial trade developments

Demonstration effects
Transfer of technology and know-how
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GLOBAL CHALLENGES

The below global challenges have been identified by the Swedish government and address how Sweden
effectively may contribute to poor individuals sustainable development globally whilst fully utilizing benefits
resulting from the globalization process. The efforts made through the implementation process of the below
outlined challenges have resulted in a global footprint where multilateral organizations have included them in
their operations. The international recognition of the following six challenges is important since it enhances
global awareness and eventually may lead to a decrease in its negative effects on poor regions and people.

Economic exclusion

INVESTMENTS AND TRADE — PREREQUISITES FOR DEVELOPMENT

Economic globalisation has brought increased income levels and development effects in many of the poorest
countries in the world. However, a large proportion of the world’s population still suffers from economic
exclusion. Swedfund is partly combating economic exclusion by investing in sustainable businesses in poor
countries. Investments contribute to growth in trade, employment, transfer of technology and know-how and
to increased tax revenues. Companies in which Swedfund invests also contribute positively to a sustainable
development by demonstrating solutions for an improved environment as well as promoting human rights.

Increasingly efficient financial markets are important for increasing the rate of investment in developing
countries. Foreign investments are essential for breaking the economic exclusion of poor people. Increased
savings, better transaction conditions and access to loan facilities are also effective tools to achieve economic
inclusion.

Swedfund has invested in the Small Enterprise Foundation (SEF) which works towards eliminating poverty and
unemployment in a sustainable manner through the provision of credits for micro-entrepreneurs. The company
is active in the regions of Limpopo, Mpumalanga, North West Province and Eastern Cape Province and
commenced operations in January 1992. SEF has since then gained international recognition for its positive
impact on the very poor. By June 2009, SEF’s outstanding loan stock amounted to 90.0m Rand (11.2m USD),
providing financial services to 57,425 self-employed women (micro entrepreneurs).
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CASE: SMALL ENTERPRISE FOUNDATION (SEF) — MICROFINANCE INSTITUTION (MFI), SOUTH
AFRICA

SEF has a unique client base, which to 99% is made up of women. Typical client businesses include fruits
and vegetables stores, small convenience shops, outlets for new or used clothing and dressmakers. In
order to qualify for financing through SEF, an entrepreneur must have a successful operational track record
of at least six months. Each business employs on average 1.4 individuals including the owner on a full-time
or part-time basis.

SEF’s current and historical financial performance in terms of non-repaid debt is exceptional; bad debt
write-offs amount to 0.9% of the average principal outstanding for the financial year 2008/09 (1.6% if
death write-off losses are included). SEF also actively promotes deposit accounts for its clients, as the
building up of savings is very important for micro-entrepreneurs.

Women are traditionally active within the informal sector and are usually the main financial provider for
their families. Self-made female entrepreneurs are important role models for other women, promoting
female independence and a spread of businesses and increased earnings among the poor. The fact that
women are not required to have men acting as guarantors for the loans strengthens women'’s status in the
villages.

SEF also supports education for its clients on HIV/AIDS, domestic violence and gender issues through
various NGO programmes. This may reduce related costs for society and strengthen the health and
domestic standing for women entrepreneurs.

INVESTEE COMPANY: SMALL ENTERPRISE FOUNDATION (SEF)
Business activity: Microfinance

Initial Investment Year: 2006

Swedfund's Investments Equity 2007 4700 000 SEK

Key Development Effects: Demonstration effects

Poverty alleviation through a bottom-up
economic development approach*

Transfer of technology and know-how

SEF has a strong outreach to the very poorest in society. 77% of the total client base survives on less than 2
USD per day, and 52% on less than 1 USD/day. When choosing a target group for its key credit scheme, the
Tshomisano Credit Programme (TCP), SEF’s selection process is characterized by a three-day interactive
wealth ranking process. Loans will be provided to women in the lower 40% of the sample, whilst the upper
60% will be excluded from loans for the coming three years before being re-evaluated.

*economic development based on poor individuals own strength and entrepreneurial initiatives.
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of assistance developing countries need in order to tackle climate change, as well as ensure continues
economic development whilst minimizing climate impact. Economic and technical constraints require
developed countries to support emerging nations with financial, technological and knowledge means.

To support this effort, Swedfund is since many years involved in developing new business models and financing
instruments for renewable energy, water and waste treatment along with modern production technologies in
developing economies. Our Swedish clean tech partner companies are at the frontier of this development and
will assist in reducing emissions levels and other adverse environmental impacts. In 2010, Swedfund’s
investments in clean-tech accounted for more than 14.2 % of the total portfolio, which is an increase from the
previous year by 2.7%. Investments include: a climate change facility, renewable energy in Liberia and
aluminum recycling. Clean technologies represent an increasingly important business area for Swedfund.

Conflicts and fragile situations

More than a billion of the world’s poorest people live in countries that have a recent history of war or civil
conflict. Armed conflicts cause immense human suffering and they hinder and occasionally eliminate hard-won
economic development, social welfare growth and prosperity.

Swedfund significantly contributes to breaking this trend and underpin long-term civic stability allowing for
people to directly see tangible improvements in their lives such as job creation, restoration of infrastructure,
healthcare and education along with increased tax revenues. Swedfund’s private sector investments will
ultimately result in the above outlined societal improvements.

CASE: SWEDFUND INVESTS IN BIOFUEL WITH VATTENFALL

In 2010, Swedfund invested 97 MSEK in Buchanan Renewable Fuels together with Vattenfall. Buchanan Renewable
Fuels is a Liberia-based company which specializes in producing biomass from worn out, non-producing rubber trees.
A rubber tree stops producing latex after 25-30 years. Buchanan Renewables removes the non-productive trees from
the plantation, pays the farmer for the trees and ensures that new trees are being planted. In this way trees that had
previously been burned as waste now become a valuable energy resource. “This helps to rejuvenate the rubber
industry, which is the backbone of Liberia’s economy. It will also contribute by job-creation and re-electrification by
providing fuel for local power production” says Richard Tolbert, chairman of the Foreign Investment Committee of
the Liberian government. During the civil war around 250,000 people were killed and many thousands more fled the
fighting. The conflict left the country in economic ruin and overrun with weapons. Even if the country still faces large
problems, such as corruption, high unemployment and illiteracy rates things are turning towards the better. Since
the war ended in 2006 the economy has grown by 5-10 % every year.

The profit potential of investing in post-conflict areas is high. Many of the fastest growing economies are post-
conflict countries, e.g. Liberia, Afghanistan and Iraq. The International Monetary Fund (IMF) expects these
regions to realize a GDP growth of 5-15% in the two coming years (2011-12). Early entry to these markets will
provide Swedfund a "first mover advantage,” which may be a noteworthy competitive advantage since
developing countries traditionally rely on personal contacts, relationships and earned trust when doing
business. Developing regions further harbor an ample supply of labor and raw materials, which both are key
production inputs when developing basic national infrastructure.

However, investing in emerging and frontier markets implies that Swedfund has to take additional risk factors
into account. The size of the risk premium an investor has to pay is different and the domestic political
situation must be evaluated and factored in a price determining factor.


http://www.buchananrenewables.com/woodchips.php�
http://www.buchananrenewables.com/woodchips.php�

Swedfund’s activities in post-conflict countries have grown significantly in recent years. During the last three
years Swedfund has invested over 128,5 MSEK in post-conflict countries, representing 6.1 % of our 2010
portfolio. Investments include a telecom company in Somalia and an eye hospital in Iraq. Swedfund has also
taken active measures to boost investor focus on these markets in Sweden by producing market reports,
arranging seminars and informing the media.

Migration Flow

About 200 million people currently live outside their country of origin. People migrate in search of better
livelihoods and a more secure life. Inter- and intrastate conflicts remain the principal reason for why people
flee their homes. The rate at which people are forced to migrate increases when relatively smaller scale
conflicts are combined with global crises, e.g. the adverse effects on natural resources a result of climate
change. The potential development effects migrants may have on developing regions are far from fully realized.
Providing liquidity to local businesses in these areas is of paramount importance to Swedfund and our owners.
Swedfund recognizes the value entrepreneurs with local ties and experience can bring to strengthen business
relationships, which is why Swedfund works closely with this group. These people have a sound knowledge of
business culture, politics, religion and language of their former home countries.

CASE: ENTREPRENEURS IN CONGO

In 2010, Swedfund invested 1,1 MSEK in ILAC Hotel
in Ulvira, Congo. The project partners are four
entrepreneurs with roots in Congo and Ghana. The
Hotel is situated by the lake Tanganyika and will
have 22 rooms and a conference center. Congo is a
post-conflict country endowed with vast potential
wealth and slowly recovering from the civil war in
which millions died between 1998 and 2003.
Tourism is a prospective sector that needs
investments with a focus on quality. However, the
general lack of infrastructure imposes a barrier our
investments in these regions.

In 2010 Swedfund formed a specific scheme to co-
finance small and medium-sized Swedish firms which
focus on businesses development in post-conflict
countries. The geographical focus during 2010 has been
on Irag, Georgia, Kosovo, Palestine and Sudan.
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Communicable diseases and other health threats

Health threats pose severe barriers to poverty reduction and general development. Diseases and epidemics can
swiftly eradicate the development effects a region has achieved. Treatments are generally not costly and many
global diseases can be prevented or cured. However, in many parts of the world there is a lack of knowledge
concerning disease prevention as well as inefficient distribution systems for medicines and treatments.

For good healthcare and for the distribution of medicines it is important to have efficient health systems.
Functional health systems are essential for good healthcare and distribution of medicines. In addition,
preventive measures are less costly for poor countries. Giving less fortunate people access to basic healthcare
would save millions of lives every year. Foundational measures which should be taken are efficient affordable
distribution systems for medicines, vaccines and basic healthcare.

Early warning and control measures can save lives. The outbreak of several pandemics in recent years such as
the avian influenza, SARS and the new H1N1 virus illustrates not only the velocity which new health threats can
emerge, but also the need for efficient globally coordinated warning systems. Developing countries often lack
the resources needed to identify and report the spread of these types of diseases.

CASE: HOSPITAL IN ETHIOPIA

Addis Cardiac is a hospital specializing in cardiovascular diseases in Ethiopia. Cardiovascular diseases are by far the most
prevalent cause of death globally and Addis Cardiac is the first specialized hospital of this kind in Ethiopia.
Cardiovascular diseases have traditionally been limited to economically developed countries due to increased
urbanization, consumption of animal-derived fat as well as increased life expectancy. However, in recent times we have
witnessed an increased number of cardiovascular diseases in developing regions and specifically in certain sectors of
Africa. Addis Cardiac is responding to this increasing problem and strives to provide patients with tailored high quality
medical treatment procedures.

INVESTEE COMPANY: ADDIS CARDIAC

Business activity: Hospital

Initial Investment Year: 2006

Swedfund's Investments Equity 2006 7 600 000 SEK
Key Development Effects: Contribution to economic growth

Demonstration effects

Transfer of technology and know-how

The owners concur with Swedfund’s Environmental Guidelines and code of Best Practice as well with the ethical
reporting standards. The hospital continuously trains its physicians, specialized nurses and laboratory technicians whilst
undertaking research in order to obtain more objective national demographic data. Addis Cardiac also operates pro-
actively by informing and increasing public awareness about cardiovascular diseases in Ethiopia whilst receiving a solid
transfer of technology and know-how from Swedfund’s investing partners. An expansion to establishing a
pharmaceutical facility and a cardiovascular rehabilitation centre is planned and will add a further tool to combat heart
diseases among poor people.
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INVESTMENT PORTFOLIO 2010

Acacia Various Fund Kenya 1997 Equity 19275

Addis Cardiac Hospital Healthcare Hospital Ethiopia 2006 Equity 7 600

Advakom ICT Data Cables Russia 2001 Debt 1485

AfriCap Finance Microfinance Fund Africa 2007 Equity 16078

Al Quseir Hotel Infrastructure Hotel Egypt 2001 Debt 14 146

Ambiente Furniture Industrials Furniture Factory Ukraine 2005 Equity 2002

Ansonbell Holdings Industrials Steel Strapping Russia 2005 Equity 16216

Askembla Growth Fund Various Fund Baltics 2003 Equity 44079

Baring India Private Equity Fund Il Various Fund India 2005 Equity 70579

Belstar Finance Microfinance Institution India 2010 Equity 3304

Bolivia Investment Management Various Fund Bolivia 1998 Equity 241

Burapha Industrials Wood products Laos 2000 Debt

Carlson Development Facility Various Fund Bolivia 1998 Equity 25036

Cimbenin Industrials Cement Production Benin 1991 Equity 6 429

ECP Africa Fund Il Various Fund Africa 2006 Equity 59 860

EFP (European Financing Partners) Various DFI Co-Financing Facility Africa 2006 Equity & Debt 22572

Engro Energy Energy Power Plant Pakistan 2007

Debt 94 106

Fedha Fund Various Fund Tanzania 1998 Equity & Debt 3052

Gamma Knife Center Healthcare Surgery Clinic Egypt 2000 Equity 6756

Global Medical Investments Healthcare Cancer Clinics Multiregional 2009 Equity & Debt 26 602

Haripur Power Energy Power Plant Bangladesh 2003 Debt 11918

Hotel Radisson Ulaanbator Infrastructure Hotel Mongolia 2010 Equity
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llac Hotel Uvira Infrastructure Hotel Kongo 2010 Debt

Industrial Papelera Atlas Industrials Paper Mill Peru 2005 Debt

Ilzma Reindeer Meat Consumer Products ~ Foods Company Russia 2004 Debt

Jacobi Carbons Lanka Cleantech Activated Carbon products Sri Lanka 2010 Debt

Kikagati Cleantech Water Power Uganda 2010 Equity 0

KurdMed Healthcare Hospital, eye-care Iraq 2008 Equity & Debt 1961

Melon Consumer Fashion Retailer Russia 2006 Equity 44961

Micro Uganda Finance Microfinance Institution Uganda 2009  Guarantees

Nordrus Hotel Infrastructure Hotel Russia 2003 Equity

Pieno Zvaigzdes Consumer Products  Dairy Lithuania 2001 Equity 25018

Precomp Solutions Industrials Components Bulgaria 2005 Equity 5000

Radisson Emerald Addis Hotels Infrastructure Hotel Ethiopia 2008 Equity & Debt 35357

Raffia Industrials Packaging Products Africa 2005 Equity & Debt 372461

Rwanda Micro Finance Finance Microfinance Institution Rwanda 2009  Guarantees

Sichuan Investment Fund Various Fund China 2001 Equity

Somalia Telecom Group ICT Telecom Operator Somalia 2007 Equity & Debt

Swedmilk Makedonija Consumer Foods Company Macedonia 2006 Debt

Troll Consumer Products ~ Nursery Products Latvia 2004 Equity & Debt

Volgastrap Industrials Steel Strapping Russia 2005 Debt
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Portfolio Breakdown 2010

Since Swedfund’s start in 1979 we have invested in more than 200 companies in over 60 countries around the
world. In the end of 2010 we had 93 companies in our portfolio with a committed value of 2,556 MSEK in more
than 40 countries. The focus of Swedfund’s investments has been and will continuously be on low-income
countries, mainly in Sub Saharan Africa. These are the regions that have the highest growth potential but also
the most difficulties in accessing finance. Swedfund is one of the DFIs investing the most in low-income
countries.

TOTAL PORTFOLIO BY GROSS NATIONAL INCOME

(GNI)
9% 9%
29%,
m Other
GNI/CAPITA < 936 USD (LDC & LIC)

mGNI/CAPITA = 936-3,705 USD (LMIC)
mGNI/CAPITA = 3,706-11,455 USD (UMIC)

53%

E&S CATEGORIES - TOTAL

PORTFOLIO
PORTFOLIO BY REGION 2010
16%
46%
33% 6%
mAFRICA
B
aF| mASIA
LATIN AMERICA
32% EASTERN

EUROPE

PORTFOLIO INVESTMENTS BY SECTOR 2010 (mSEK)
PORTFOLIO BY INSTRUMENT

Natural Resources

Chemicals
Healthcare
® Funds Infrastructure
ICT
Shares Financial Services
27% Loans Clean Technology
34% Consumer goods...
m Contracted Private Equity Fund 449,2
(undisbursed) Industrials 576,2

® Guarantees and options

Energy
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SWEDFUND — BEHIND THE SCENES

Governance

Swedfund’s independent board members have a mix of SWEDFUND IS GOVERNED BY
competences suiting Swedfund’s overall goal - to contribute to  AND COMPLIES WITH"
sustainable economic development.iX The Board makes the final | g edish Companies Act

investment decision whenever an investment involves more than 4  syedish Code of Corporate Governance
MSEK 10. Swedfund pays no incentive compensation or bonuses e Swedfund’s Articles of Association

of any kind to the personnel, management or the board.  Guidelines from the owner

Stakeholder Engagement — dialogue

Swedfund has always emphasised the dialogue with stakeholders in order to understand the demand for
products and services in the markets where we invest as well as understanding their investment climate, and
political, economic, environmental and social conditions. As an investor with an overriding goal of contributing
to development and poverty reduction we have recognised that the stakeholder dialogue is essential for our
success. The dialogue with our stakeholders does not only keep us updated on trends, making us more efficient
in our response to global challenges, but it is also important for building and satisfying public confidence. All
through our stakeholder interactions, we aim to act in a transparent and ethical way — while at all times
respecting the privacy of our partners. We have divided our stakeholders into two groups. Those we can
influence and are influenced by directly (inner circle) and those we have an indirect relationship with (outer
circle).

- Swedfund + staff

- Owner
- Investee companies + staff
- Investment partners

- Local supply- & distribution chains
- Other financiers

- NGOs /civil society

- Environment

- Labor Unions

- Local Governments

- Experts/ consultants/ academia

- Tax payers
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KEY TOPICS AND CONCERNS

In 2010 we carried out a stakeholder survey asking our main stakeholders about the importance of reporting
development impact. The result is shown in the table below. The main issue our stakeholders would like to see
Swedfund report on is the profitability of our investee companies. Other important issues include
environmental, social and governance improvements.

Development Total (%
Outcome of max
areas Concept Development Effect Performance Indicators A B CDEF G H points)
Financial Financial returns = Profitability for investee company (and change over time ) 4 55 4565 4 5 93%
Perf . .
erformance = Turnover for investee company (and change over time ) 4 3 4 3 45 4 5 8%
= Return to Swedfund (IRR) 4 5 43 45 4 5 85%
Economic Contribution to economic = Value Added 4 333545 5 8%
Performance  growth. (Indicators refer to the L . ) . 0
investee company.) Distributed value — wages, taxes, local suppliers, financiers 4 3 42 555 5 83%
= Employment (number of employees) 4 5 4 2 55 3 5 83%
ESG Responsible business practices s Environmental improvements 4 5 43 455 4 8%
Performance  with respect to environmental, . ial .
social and governance matters Social improvements 4 55 4455 4 90%
(ESG). (Indicators refer to the = Corporate Governance improvements 4 534 455 4 85%
investee company.)
Private Sector Private sector development. = Technology and knowledge transfer 4 352 442 5 73%
Performance  (Indicators refer to investee = Demonstration effects 4 3 4 3 4 4 2 5 73%
company.) = Third party capital (info about Swedfund's co-investors) 4 33 4342 5 T70%
= Indirect employment (local suppliers & distributors) 4 3 4 2 4 4 2 4 68%
= Increased competition/private ownership/market expansion 4 3 3 4 4 4 2 3 68%
= Effects on export 4 3 4 4 4 4 2 4 T3%
A = Swedfund Board Representative 1 = should not be reported
B = Investee company 1 2 = not very important/ relevant to report on
C = Investee company 2 3 = somewhat important/ relevant to report on
D = Investee company 3 4 = important/ relevant to report on
E = Industrial Investment Partner (Swedish Company) 5 = very important/ relevant to report on

F = Development Finance Institution
G = ESG consultant
H= Economist

"All issues are important but the economic indicators stand out. The whole idea of Swedfund's
investments is to create sustainable economic development that will lead to all the other positive
effects.” (Swedfund stakeholder)

SEMINARS & EVENTS

An important part of Swedfund’s dialogue with various stakeholders includes seminars and events that
Swedfund either organizes or participates in. In 2010 Swedfund arranged the East Africa Seminar Tour together
with the Swedish governors and ambassadors and other key representatives from the East African Embassies
(Kenya, Tanzania, Uganda and Ruanda). The aim of the seminars was to increase awareness of the investment
opportunities in the East African markets. To communicate this notion Swedfund brought in existing successful
local entrepreneurs backed up by the ambassadors and our own organization.
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Adding on to the above described efforts to shed light on West African Private Sector investment opportunities
Swedfund organized a development investment conference in Oslo together with Norfund, Finnfund and IFU
2010. High profile government officials from all four nations were represented along with key individuals from
the Nordic DFls, NGOs and private sector. The conference resulted in the formation of the Nordic council for
sustainable development, which will be presided by the former prime minister of Norway, Kjell Magne
Bondevik. The aim of the council is to give recommendations on how to provide for better conditions for
private companies to invest in developing regions.

Swedfund has co-organized and arranged various other significant events during 2010. Event included are the
Swecare Seminar, where Swedfund together with Swecare addressed the issue of health care investments in
Uganda, ‘Rwanda — The road to success’ development issues addressed by Swedfunds CEO Bjérn Blomberg, a
Nordic DFI CEO meeting in Washington where sector guidelines and market responsive strategies were
discussed, and the Finance for Development (FMO) conference on the future of banking in the Hague attended
by our CEO.

Web Page

Swedfund’s web page is one of our most important tools for communicating our competitive and sustainable
business model. During 2010 Swedfund updated the web page and made it more accessible and clear for our
partners. The new homepage depicts an image which better reflects our professionalism and market
responsive business model. Our aim is that this increased transparence will boost investor confidence and
result in an increased rate of investment in our focus markets.

Swedfund’s Internal Performance

BASIC FACTS

Swedfund is a Limited Liability Company owned by the Swedish State. It is based in Stockholm, Sweden and in
Nairobi, Kenya. At the end of 2008 Swedfund had 30 employees, in 2009 35 and by year end 2010 38.
Swedfund’s loss after tax in 2010 amounted to MSEK 64,3 (loss of MSEK 3,3 in 2009). Swedfund’s result varies
widely over the years depending on the financial outcome of our exits. We are also experiencing a growth
phase, which means that a period of some 6-10 years must elapse before capital gains can be realised on
investments contracted in 2009." Swedfund is a flat organisation and consists of six departments.

SWEDFUND DEPARTMENTS 2010:
Investment Origination

Investment Management
Investment Operations
Legal

Administration & Finance
Communication

HUMAN RESOURCES

Acknowledging that the most important resource Swedfund has is its skilled and dedicated personnel, we strive
to provide a sound work environment for our employees. Employee benefits include preventive care, health
care, flexible working hours and good conditions for parental leave. As shown by the diversity index, Swedfund
has a balanced gender distribution among employees, managers and board members. We believe that gender
equality improves the efficiency and quality of our activities as stated in our Equality Plan 2009 - 2011. In some
of the countries that we work in, that traditionally have been characterised by low labour market participation
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of women, our female employees and managers can serve as role models and promote development of gender
equality.

TRAINING

Swedfund offers training on an ad hoc basis to our personnel. Examples of training includes financial matters,
environmental, social and governance matters, and laws and regulations, as well as more specific topics such as
HIV/AIDS in portfolio companies, risks associated with travel, or training concerning conditions in a certain
sector or region.

EXAMPLE OF TRAINING/ SEMINARS FOR SWEDFUND STAFF IN 2010:
“Sustainability Toolkit training”, June 2010
“Development Impact of Funds”, Sep 2010

ENVIRONMENTAL FOOTPRINT

Being a Financial services provider, Swedfund’s direct physical impact on the environment is limited. We do
what we can to minimise the environmental impact of our head office in Stockholm. Swedfund’s total energy
consumption declined by 2.3%, and total annual CO, emissions from air and train travel decreased by 11.2%. In
addition, paper consumption decreased, both in total and measured per employee.

INTERNAL PERFORMANCE INDICATORS 2008 2009 2010
HUMAN RESOURCES:

- Total workforce 30 35 38
- Employee turnover, % 33 2,9 7,9
- Sick leave rate, share of ordinary working hours, % 1,6 1,0 0,7
- Diversity index, share of female employees, % 56 57 45
- Diversity index, share of female managers, % 50 50 50
- Diversity index, share of female board members,% 43 43 50
TRAVEL:

- Annual air travel, km 2,379,320 2,284,540 2,643,857
- Annual train travel, km 5,748 11,927 9,370
- Total Annual CO2 emission from travel, kg 230,744 223,468 251,631
- Annual CO2 emission from travel, kg /employee 7,691 6,385 6,710
ENERGY CONSUMPTION, HEAD OFFICE:

- Total annual energy consumption in buildings, kwWh 66,039 56,558 55,290
- Annual energy consumption, kWh/employee 2,201 1,616 1,47
PAPER CONSUMPTION, HEAD OFFICE:

- Total annual paper consumption, kg 1,248 1,997 1,738
- Annual paper consumption, kg/employee 42 57 46,35
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ATTACHMENTS

Report Parameters REPORT PARAMETERS
The report content was defined by Swedfund and Reporting period, portfolio: 2009/01/01 —2009/12/31
Swedfund’s stakeholders. Stakeholders were identified by RePorting period, internal issues: 2010/01/01 - 2010/12/31

. . — . Date of most recent previous report: 2010/03/31
Swedfund and interviewed about prioritised topics. Reporting cycle: annual

SCOPE AND BOUNDARY
The general scope of the report is Swedfund’s investment portfolio; however we focus particularly on direct

equity investments where we have board representation (influence) by including indicators that we, together
with our stakeholders, have prioritized. However, being a minority shareholder when investing through equity
means that we do not have full control over these issues. The indicators of the direct investments are
presented in total for 2009 as well as comparing with the “continuing portfolio” — the part of the portfolio that
does not change from one year to another. The indicators are based on annual monitoring reports sent out to
all our direct investments.

Our ability to influence our portfolio companies will vary Low/no | Medium High impact
depending on the size of Swedfund’s stake and how active --

we are on their boards. We aim at increasing our [LLg Swedfund's | Swedfund's

engagement concerning sustainability issues with our internal direct equity
. . . . aspects investments
portfolio companies and we believe that public disclosure (majority
of environmental, social and economic performance will shareholder)
C o T : Significant Swedfund's
help us to prioritise sustainability issues. We have . ;
P P . Y influence direct equity
therefore chosen to include performance data from our investments
direct investments. (minority
shareholder)
. . . . Medium Swedfund's
Changes from the previous reporting period include the [ERHEER afirest legm

investments &
indirect equity
investments

time frame of portfolio data. Due to limitations as
described below Swedfund has chosen to report portfolio

data from the year 2009. Low/ no
influence

LIMITATIONS

The nature of our business implies investing in some projects each year and exiting others, hence the portfolio
is constantly changing and this poses pose challenges concerning comparability between different years. We
have overcome this by reporting separately on the part of the portfolio that did not change, i.e. the “constant
portfolio”.

A second limitation has to do with reporting deadlines. Our portfolio companies are required to report to
Swedfund as of 31 March each year — the date when Swedfund is to report to the Swedish State. This gives us
two choices: either we will lack much of the data for the previous year (as in last year’s report) or we report on
portfolio data from two years back in time. We have decided to choose the latter for the coming years.

A third limitation has to do with the reliability of the environmental and social monitoring reports we receive
from our portfolio companies. Our investee companies have their accounts and financial statements audited,
but this is not always the case concerning environmental and social aspects. However, it is in our own and our
clients’ interest to improve the sustainability performance and Swedfund is improving internal processes and
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competence concerning these issues. To improve and develop within this field we carried out internal and
external environmental and social audits in 2010 — something we plan to continue in the coming years.

Most of the information used as input for the indicators that we have chosen to report on was collected from
the environmental and social monitoring reports that our portfolio companies are required to submit on an
annual basis. These reports cover the requirements we put forward our policies. By 31* of Dec 2010 we had
received monitoring reports from 23 portfolio companies, representing a response rate of 28%. Swedfund is
aiming to improve its procedures to achieve higher response rates in the future.

Application Level Grid & external Assurance

We have chosen to report on C+ level. We find this an adequate level since we draw our reporting boundary at
portfolio level. PwC, also our financial auditors, will provide the external assurance for this report.

Report
Application Level c C+ B B+ A A+

[ Reporton: I Reporton all criteria listed fort Same as requirement for
5 11 I Level Cplus: [ Level B

el & 21-2.10 | 12 |

e = 3.1-38,3.10-3.12 | 39,313 |

S 41-44.474-415 | 45-4.13,416-4.17 |
- = = =
= e g =
= 2 2 2
= Not Required | — Management Approach | 2 Management Approach =

a | > Disclosures for each = Disclosures for each >
= G3 Monugement 2 Indicator Category = Indicator Category =
e sl 5 5 =
= Distlosures I > | = =
S e e -
= | & I 5 =
= oy oy s
b Report on a minimum of 10 | == | Reporton a minimum of 20 | == | Report on each core G3 and .
Performance Indicators, | Performance Indicators, at | Sector Supplement® Indicator
G3 Performance including at least one from I least one from each of | with due regard to the Material-
Infienbre & | D each of: Economic, Social and Economic, Environmental, ity Principle by either: a) report-
e el = Environmental ' Human rights, Labor, Society, ing on the Indicator or b)
Performance Indicators : | gnts, A00r, d i .
Product Reponsibility. explaining the reason for its
' ! omission.

*Sector supplement in final version
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Swedfund’s Policy for Sustainable Development®

MANDATE

Swedfund is a Development Finance Institution owned by the Swedish state. Swedfund’s overall objective
within the framework of Sweden’s policy for global developmentXii is to promote sustainable development
through investing in sustainable businesses in developing countries in Africa, Asia and Latin America as well as
in Eastern Europe (non EU members).

Our investments are intended to bring broad economic, social and environmental benefits for countries and
communities. Our investments as well as our activities should minimize negative impacts on people and on the
environment. Hence, we promote compliance with international best practice regarding human rights,
environmental and social development, business integrity and corporate governance.

GUIDELINES

General activities:

Our activities and our investee companies must comply with legal and regulatory requirements in the
jurisdictions where they operate.

We will observe a preventive and precautionary approach regarding the environmental and social
impacts of our investment activities, by applying international standards.” We are committed to
continuously improving the management of Environmental, Social and Governance matters.

We will provide transparent and accountable information on our activities, while taking into account
confidentiality requirements.

An assessment (ex-ante) and evaluation (ex-post) of the development effects
each investment.

Xiv

will be carried out for

Our requirements regarding investee companies:

Our investee companies must work over time to meet international standards and best practice norms
for human rights, workers rights, environmental sustainability and occupational health and safety.
We encourage our investee companies to promote the same standards throughout their supply chain.
Our investee companies must comply with high standards for business integrity and corporate
governance.™’

We require our investee companies to provide information on development effects.

We encourage our investee companies to establish an open dialogue with their stakeholders.

IMPLEMENTATION

Our Policy for Sustainable Development will be implemented through our management system that
provides a structure for continuous improvement and will be independently audited.

We will publish an annual Sustainability Report that provides information on how we and our investee
companies comply with our Policy for Sustainable Development.

Our investee companies will commit to our Policy for Sustainable Development through contractual
agreements and monitoring by Swedfund or, in the case of co-investments, by another lead investor
that adheres to the same standards.
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ENVIRONMENTAL & SOCIAL RISK CATEGORIZATION

The categorization of an investment reflects the assessment of the environmental and social relevance, i.e. the
expected environmental and social impacts and risks of the project. On the basis of the general environmental
and social categorization, the actual project risk is a function of the potential environmental and social impacts
(category) and the capacity of the project company to manage these impacts as well as the quality of the host
country’s environmental and social laws and regulations and their implementation. Direct Investments will be
classified according their environmental and social impacts separately, the higher impact category then being
used to classify the whole projectxvii. The internationally accepted category levels A, B or C (respectively high,
medium and low impact) result from the combination of specific criteria:

Social criteria:

Environmental criteria:

= number of employees (present, newly created jobs,

dismissals)

= percentage of risk groups as a proportion of total work force ]
(e.g. temporary workers, migrants, minors, women, disabled

persons)

= sub-contractors and social supply-chain management (e.g.
number of workers hired through sub-contractors,
outsourcing of core business activities to sub-contractors)

= affected communities (e.g. physical or economic
displacement, impacts on social and economic infrastructure,
community health and safety, vulnerable groups)

= sector (e.g. low wage industries, agriculture, mining,
infrastructure projects)

= occupational health & safety risks related to the sector

= project type (e.g. greenfield, expansion, projects
incorporating privatisations)

= projects with extended construction activities (e.g. camp

= project sector and activities (which cause e. g.
consumption of resources, use of hazardous
materials, effluents, emissions, wastes, etc.)
specific location (site and potential impacts of
operations on sensitive areas incl. impacts on
biodiversity etc.)
= purpose of financing (e.g site expansion,
modernization, etc.)

= size of the project (large, medium or small scale)

= environmental impact of the supply chain
(immediate and important suppliers)

needed)
Risk Category Environmental and Social Impacts  Examples
High Risk (A) Projects with significant potential = Construction of dams and reservoirs

Medium RIsk (B)

Low Risk (C)

adverse social or environmental
impacts that are diverse,
irreversible or unprecedented.
These impacts cannot be mitigated
or remedied or only at significant
costs.

Projects with generally limited
potential adverse social or
environmental impacts that are
site-specific and readily addressed
through mitigation measures, but
having some specific features
which can have potential
significantly more adverse social or
environmental impacts.

Projects with minimal or no
adverse social or environmental
Impacts.

Oil and gas developments, including pipeline construction
Large infrastructure projects, including development of ports
and harbours, airports, road, rail and mass transit systems
Large forestry operations

Metal smelting, refining and foundry operations

Mining (opencast and pit)

Hotel/tourism developments

Cement manufacture

Mining (small scale)

Dairy operations

Metal plating

Food Processing

Modernization of existing plants

General manufacturing plants

Hospitals

Textile Plants

Software development

Factoring Companies

Consulting firms

Share registries

Service industries

Technical assistance

Retail banking
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EXCLUSION LIST
Swedfund does not invest in companies associated with the following activities:

e Production or activities involving forced labour*ii or child labour*™

e Production or trade in any product or activity deemed illegal under host country laws or regulations or
international conventions and agreements.
e Any business relating to pornography or prostitution.

e Trade in wildlife or wildlife products regulated under CITES**
e Production or use of or trade in hazardous materials such as radioactive materials*, unbounded

asbestos fibres and products containing PCBs*<.

e Cross-border trade in waste and waste products unless compliant to the Basel Convention and the
underlying regulations.

e Drift net fishing in the marine environment using nets in excess of 2.5 km in length

e Production, use of or trade in pharmaceuticals, pesticides/herbicides, chemicals, ozone depleting

substances™il and other hazardous substances subject to international phase-outs or bans.

e Destruction*®V of Critical Habitat™"

e Production and distribution of racist, anti-democratic and/or neo-nazi media.

In addition to the above, Swedfund does not invest in companies when the following activities form a

substantial®* part of the primary operations:

e Production or trade in*i
o weapons and munitions
o tobacco
o hard liquor
e Gambling, casinos and equivalent enterprises
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GRI Index

REPORTING ELEMENT

Strategy and Analysis

INTER-

NAL

INDIC.

PORT-
FOLIO
INDIC.  PAGE/S

COMMENTS/ ANSWERS/ REFERENCES TO WEB PAGES

‘

11
1.2

CEO Statement
Description of key impacts, risks and opportunities

X

2-4
2-4,11-22

See titles: ‘KEY INVESTMENTS’, ‘DEVELOPMENT EFFECTS IN FOCUS’,
‘CHALLENGES’, ‘LOOKING FORWARD’ and ‘DEVELOPMENT IMPACT’

Organizational Profile

2.1

2.2
2.3

2.4
2.5
2.6

2.7
2.8
2.9

2.10

Name of the organization

Products and services
Operational structure

Location of headquarters
Countries of operation
Nature of ownership and legal form

Markets served
Scale of organization
Significant changes during the reporting period

Awards

Report Profile

Front
page

34

34
31
34

31
34

Swedfund International AB:

http://www.swedfund.se/en/

Investments through equity, debt

Investment Origination, Investment Management, Investment
Operations, Legal, Administration & Finance and Communication.
Stockholm, Sweden

Developing countries and Eastern Europe (non EU members)
Swedfund is a Limited Liability Company, 100% owned by the
Swedish State

Developing countries and Eastern Europe (non EU members)
38 employees

New employees and altered portfolio focus (fund investments
currently on hold)

No new awards during 2010.

3.1

3.2
3.3
3.4

3.5
3.6
3.7
3.8

3.9
3.10
3.11
3.12
3.13

Reporting period

Previous report
Reporting cycle
Contact person

Process for defining report content
Boundary of the report
Scope & boundary limitations

Basis for reporting on joint ventures, subsidiaries,
leased facilities, outsources operations that may
affect year to year comparability

Data measurement techniques

Explanation of the effect of any re-statements
Significant changes from previous reports
Standard Disclosures in the report

Policy for external assurance

Governance, commitments and engagement

xX X X X

xX X X X X

36

36
36

36
35
36-37
36

36-37
36
36

41-43
37

Internal issues: 2010-01-01-2010-12-31, portfolio indicators: 2009-
01-01 - 2009-12-31

2010-03-31

Annual

Oscar.carlsson@swedfund.se, Investment Director

Investment portfolio

Surveys, reports, visits and interviews

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

4.9

Governance structure
Chair of the Board/executive officer
Independent and/or non-executive board members

Recommendation mechanisms for shareholders and
employees

Linkage between compensation and the

organization's performance
Processes for avoiding conflicts of interests

Sustainability qualifications and expertise of the
board members

Internally developed statements

Board’s procedures for overseeing economic,
environmental, and social performance

32

32

32

32

32

32, 34-35,
38-39

32

41

Swedfund’s Governance Guidelines. See p. 13-17 in Swedfund’s
Annual Report 2010.

Chair of the Board is not an executive officer,
http://www.swedfund.se/en/this-is-swedfund/corporate-governance
All members of the board are independent and non-executive
members:

Swedfund’s Governance Guidelines:
http://www.swedfund.se/en/about-swedfund/corporate-
governance/ See Swedfund’s Annual Report 2010 p. 14-15

Swedfund does not offer bonuses

Swedfund’s Governance Guidelines:
http://www.swedfund.se/en/this-is-swedfund/corporate-governance

About the members of the Board:
http://www.swedfund.se/en/about-swedfund/organisation/board-
of-directors/ See Swedfund’s Annual Report 2010 p. 14-15
Swedfund’s Governance Guidelines:
http://www.swedfund.se/en/this-is-swedfund/corporate-governance

Board takes the final decision on investments 10 MSEK < where
development effects of the investments are of priority
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4.10

4.11

4.12

413

4.14

4.15

4.16

4.17

Processes for evaluating the highest governance
body's own performance

Precautionary approach or principles

Subscription to externally developed economic,
environmental, and social charters, initiatives

Memberships in associations

List of stakeholder groups engaged

Basis for identification and selection of stakeholders
with whom to engage

Approaches to stakeholder engagement

Key topics and concerns

Swedfund’s Governance Guidelines:
http://www.swedfund.se/en/this-is-swedfund/corporate-governance

Swedfund’s Governance Guidelines:
http://www.swedfund.se/en/this-is-swedfund/corporate-governance
Swedish Policy for Global Development and Swedish Development
Co-operation, the UN Declaration of Human Rights, the ILO Core
Conventions, EDFI Principles for Responsible Finance, EDFI Statement
of Corporate Governance & Swedfund’s Governance Guidelines:
http://www.swedfund.se/en/this-is-swedfund/corporate-governance
EDFI, Amnesty Business Group

Financial Sector Supplement

FS1
FS2
FS3

Fs4

FS5

FS6

FS7

FS8

FS9

FS10

FS11

FS13

FS14

Environmental and Social Policies for core business
Screening of environmental and social risks
Monitoring clients’ compliance with environmental
and social requirements

Improving staff competency to implement
environmental and social policies and procedures

Interactions with clients regarding environmental
and social risks and opportunities.

Business by region and sector

Value of products and services designed to deliver a
specific social benefit

Monetary value of products and services designed
to deliver a specific environmental benefit

Environmental and social policies and risk
assessment audits

Companies held in the portfolio with which
interaction on environmental or social issues has
taken place.

Percentage of assets subject to positive and
negative environmental or social screening

Access points in low-populated or economically
disadvantaged areas by type

Initiatives to improve access to financial services for
disadvantaged people

X 32
X 32
X See
comment
X See
comment
X 11-12, 32-
33
X 11-12, 32-
33
X 11-12, 32-
33
X 33
X X 10, 38-40
X X 10, 38-40
X X 10, 38-40
X X 35
X X 16-20
X X 31
X X 31
X X 31
X 20
X X 27-28
X X 29-30
X X 31
X X 23,24

All investments have to comply with Swedfund’s Policy for
Sustainable Development

Swedfund’s goal in to contribute to poverty reduction. 100% of our
investments have a social benefit (2010 total committed capital was
2,6 Bn SEK)

Audits are carried on a occasional basis

All investments comply with Swedfund’s Environmental Policy and
Code of Best Practice

All investments are screened in accordance with Swedfund’s
Environmental Policy and Code of Best Practice

All investments are to benefit economically disadvantaged areas
(low- & middle income countries)

Swedfund’s investments in Financial Services and Microfinance
improve access to financial services for disadvantaged people

Economic Performance

EC1

EC4
EC5

EC9

Direct economic value generated and distributed

Financial assistance received from government
Entry level wage compared to local minimum wage

Indirect economic impacts

X

15

19

21-22,
24,28

42

Swedfund’s profit is reinvested. For more financial information see
Swedfund’s Annual Report: http://www.swedfund.se/wp-
content/uploads/2010/06/arsredovisning-2009_sv_ny.pdf

In 2009 Swedfund received MSEK 15 to use for Technical Assistance

Portfolio indicator: does the portfolio company provide salaries
above/below/on par with national levels

CASES: Investment demonstration effects


http://www.swedfund.se/en/this-is-swedfund/corporate-governance�
http://www.swedfund.se/en/this-is-swedfund/corporate-governance�
http://www.swedfund.se/en/this-is-swedfund/corporate-governance�
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http://www.sweden.gov.se/sb/d/3102/a/18434�
http://www.edfi.be/09%2005%2007%20Press%20release%20Principles%20on%20Responsible%20Financing.pdf�
http://www.un.org/en/documents/udhr/�
http://www.ilo.org/ilolex/english/docs/declworld.htm�
http://www.edfi.be/09%2005%2007%20Press%20release%20Principles%20on%20Responsible%20Financing.pdf�
http://www.ifc.org/ifcext/sustainability.nsf/Content/PerformanceStandards�
http://www.ifc.org/ifcext/sustainability.nsf/Content/EnvironmentalGuidelines�
http://www.oecd.org/dataoecd/32/18/31557724.pdf�
http://www.edfi.be/news10.htm�
http://www.edfi.be/news10.htm�
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