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the portfolio and through capital injections from
the development cooperation budget, for which the
Swedish Ministry for Foreign Affairs is responsible.

64 investments in companies, financial institutions
and funds, with 65 percent of the portfolio being
located in sub-Saharan Africa.

finance
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in the investment cycle and helps to ensure that more
sustainable projects are developed and implemented
in developing countries. The projects pave the way
for more sustainable investments and increased trade
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Introduction to Swedfund

About Swedfund

OUR FOCUS

According to our Owner Instructions, Swedfund’s
remit is to operate in the least developed countries,
where there is the greatest opportunity to make a
difference. We have therefore opted to have a geo-
graphical focus on sub-Saharan Africa and the most
vulnerable countries in Asia and Eastern Europe.
65 percent of Swedfund’s investments take place in
sub-Saharan Africa.

63% 20%

Proportion of Volume of mobilised
investments that reports  private capital in relation
growth in revenue to contracted value

and profit

SEK 1.2 billion

Capital injection during
the year

We invest in three sectors which we consider to be
particularly important for achieving our goal, to
contribute to poverty reduction: Energy & Climate,
Financial Inclusion and Health. Climate, gender
equality and women’s economic empowerment, and
digitalisation are three thematic areas that permeate
everything we do, regardless of the chosen instru-
ment, geography or sector.

Through Swedfund’s Project Accelerator, we are also
able to contribute to the development and implemen-
tation of sustainable projects in renewable energy
and green infrastructure, with the aim of achieving
the goals of Agenda 2030.

OUR ADDITIONALITY

According to Swedfund’s Owner Instructions, our
investments must be additional in accordance with
the OECD Development Assistance Committee’s
definition of additionality. This means that we enable
investments that would otherwise not take place.
Swedfund assesses additionality from three perspec-
tives: financially, in terms of sustainability and from
the impact on society that an investment generates.
That we add something in all three dimensions is a
prerequisite for us to go ahead with a new investment.
In addition to capital, it may be a question of provid-
ing skills to help businesses develop in the right direc-
tion. We often use funds for Technical Assistance
(TA) for quality-enhancing initiatives amongst port-
folio companies and to increase the overall develop-
ment effects that the business generates.

Phewa Lake in Pokhara is Nepal's
second largest lake.

OUR RISKS

Taking risk is a pivotal part of our mission and busi-
ness. By taking risks and showing the opportunities,
we are catalytic. Our ambition is to act as a bridge

to private capital and boost private investment in
developing countries. The work relating to risk man-
agement aims to achieve risk optimisation based on
mission objectives and a business model, rather than
risk minimisation in every regard.

Read more
about our
risks on pages
42-44
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Figures showing
positive development

In our mission to contribute to sustainable
investments in developing countries, it is vital
that we set clear goals and measure results.
Here, we present some of the key results that
we have achieved. Compared with last year’s
results, our portfolio this year has performed
significantly better as regards the majority
of the indicators that we use to measure the
impact of an investment.

Introduction to Swedfund

Results

R
ySSN

Energy &
Climate

Total number of jobs in the Reported tax in total,

portfolio companies: SEK billion:

333,000

Proportion of portfolio companies
that have increased the number
of employees during 2021:

approx.12.4  61%

Estimated number of indirect jobs
to which the portfolio contributes:

approx. 1,530,000

Financial
inclusion

Job growth: The high figure for
the year is primarily explained by
the funds’ underlying holdings.

2%

Health

Energy production:

10 TWh

Number of microfinance loans:

approx. 7,700,000

Number of doctors and nurses at our
hospitals and clinics:

approx. 6,200

Number of households and companies with
access to electricity via off- and mini-grids:

approx. 3 million

Number of loans to SMEs:

approx. 450,000

Number of patient consultations:

approx. 6 million
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Introduction to Swedfund

Number of new investments
during the year:

15

Number of divestments
during the year:

g

Portfolio return, IRR
(read more on page 86):

9,1%

OUR MISSION OBJECTIVES

Number of portfolio companies and total contracted amount
(incl. surplus values) SEK million

8,435

2020 2021 2022

I Total contracted amount (incl. surplus values) SEK million
Il Number of portfolio companies

Proportion of investments in
line with 2X (see page 33):

3%

Portfolio emissions per Read more
invested Swedish krona:
about our
28.91C0 e/MSEK =
° ze objectives on
pages 32-33

Operating profit:

MSEK 151

Proportion of mobilised
capital:

20%

Proportion of investments
that increase both sales
and profitability:

63%

Proportion of portfolio companies in the
active value creation phase which fulfil
the ILO Fundamental Conventions:

100%

Results
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Report from the CEQ

Swedfund's investments lay the
foundations for a better future

2022 was marked by a number of interlinked crises. Russia's invasion of Ukraine

has heightened uncertainty in the global economy and added to pandemic-related
problems such as trade disruption and slowing economic growth. This is reinforcing
pre-existing challenges in developing countries, such as poverty, food insecurity,
inflation and high debt. At the same time, climate change is continuing unabated.
Swedfund's mission, to reduce poverty through sustainable investments, is therefore

more important now than ever before.

AT THE START of the year, we began to return to
normality after two years of pandemic. However, this
situation was rapidly changed when Russia invaded
Ukraine and began a war that has caused enormous
suffering and had major consequences globally.
According to the OECD, the global economy is facing
major challenges in the form of an energy crisis,
lower growth, high inflation and rising interest rates.
Higher interest rates globally are putting pressure on
households, businesses and governments and hitting
vulnerable groups and already indebted developing
countries, whose economies are still in a recovery
phase in the wake of the pandemic.

At the same time, the Intergovernmental Panel on
Climate Change is warning of global warming far in
excess of the goals of the Paris Agreement. At COP27
(climate) and COP15 (biodiversity), many important
decisions were made that must be implemented
and financed. The report from the UN Environment
Agency (UNEP) shows a huge gap between the need
for climate adaptation and the actual investment
taking place in developing countries. An example of
the type of investment that is needed is Swedfund’s
investment in the Climate Investor Two fund, which

invests in water, waste management and ocean-
related projects.

Swedfund carried out a total of 15 new investments
within Energy & Climate, Financial inclusion and
Health, with a value of SEK 2.1 billion. These invest-
ments were financed through capital injections from
the development cooperation of SEK 1.2 billion and
Sweden’s own reflows from the portfolio.

The value of Swedfund’s contracted portfolio
continued to grow and amounted to just over MSEK
8,400 at the turn of the year, which means that the
value of the portfolio rose by almost MSEK 2,600 in
2022. This increase is the result of a high volume of
new contracted investments and a positive effect on
the value of the portfolio from currency translation
and changes in the value of a number of holdings.
The reported operating profit (EBIT) for the full year
amounts to MSEK 151 and was positively affected
by currency effects. Full-year earnings have been
negatively impacted by a number of write-downs,
which are predominantly attributable to holdings in
the Energy & Climate sector, where higher market
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Introduction to Swedfund

Our expertise within the sectors in which we invest, combined with our
business model which balances impact on society, sustainability and
financial viability, formed the basis for this year’s good results. Like
well-developed partnerships with other actors, active value creation is a
prerequisite for continuing to accelerate development.

interest rates have generally had a negative impact
on valuations of underlying assets and as regards
investments in Ukraine. However, the portfolio as a
whole has shown growth in surplus values, which are
reported outside the income statement. Swedfund

is achieving the financial goal of a positive EBIT on
average over five years, and the portfolio’s average an-
nual return since 2013 (IRR) amounts to 5.1 percent.

Given the global situation, it is crucial to strengthen
the resilience and growth of small and medium-sized
enterprises (SMEs). Many African companies find it
difficult to obtain finance from banks because they
lack collateral and a formal credit history. During the
year, Swedfund invested in two credit funds based

in Africa - BluePeak and Vantage. The aim is to
improve access to long-term capital for SMEs and to
contribute to their further growth, which is expected
to lead to significant job creation and improve access
to essential goods and services, such as medicines and
connectivity and communication services.

Given the challenges we have seen, it is a very
positive sign that our total portfolio is contributing
333,000 jobs, that 61 percent of the portfolio com-
panies have seen positive job growth, and that 100%
of the holdings in the active value creation phase
are fulfilling the ILO’s Declaration on Fundamental
Principles and Rights at Work. A job is often what
people need to escape from poverty, and a job in the

formal sector also helps to create even more indirect
jobs. Our portfolio is estimated to have contributed
to 1.53 million indirect jobs. 57 percent of the port-
folio meets the requirements for investing in women
entrepreneurs, in companies with women in senior
positions, with a high proportion of female employees
or products and services targeting women. In the
Energy & Climate sector, our investments supply
energy to around three million households and com-
panies. Approximately 450,000 SMEs gain access to
loans through our investments in financial inclusion,
and we have contributed to approximately six million
patient visits through investments in the health
sector. Through this type of impact, our investments
have aripple effect and contribute to sustainable and
inclusive economic development.

Swedfund’s organisation has grown during the year
in order to better meet the needs of developing coun-
tries, and we have also been able to conduct many site
visits thanks to the relaxation of travel restrictions.
‘We have decided to establish the sector Sustainable
Enterprises, which brings together our fund invest-
ments and thematic investments in health and digital-
isation. Following the increasing food insecurity and
growing hunger, we have decided to add a new sector,
within which we will contribute to streamlining food
supply through investments at the production and

Report from the CEQ

processing stages. Furthermore, Swedfund has decid-
ed to expand its regional presence by establishing a re-
gional office in Abidjan in Ivory Coast. In the same way
as the regional office in Nairobi, the office will help to
boost investment volumes in West Africa. Our exper-
tise within the sectors in which we invest, combined
with our business model which balances impact on
society, sustainability and financial viability, formed
the basis for this year’s good results. Well-developed
partnerships with other actors, as well as active value
creation are prerequisites for continuing to accelerate
development.

During the year, Swedfund’s Project Accelerator con-
tinued to address the challenge of limited capacity in
the public sector in developing countries, and helped
sustainable projects to develop, become financially
viable and be implemented. The Project Accelerator
serves as an important bridge between development
cooperation, trade and investment. When sustain-
ability aspects and life-cycle costs are taken into
account in procurements, business opportunities can
be created for Swedish companies which offer sus-
tainable and long-term solutions. The primary focus
is on green infrastructure, renewable energy and
sustainable transportation. The work of the Project
Accelerator is closely linked to Swedfund’s invest-
ments through, for example, feasibility studies that
help to improve the electricity grids of the countries

concerned and create the right conditions to enable
renewable energy generated through Swedfund’s
investments to be managed. In cooperation with the
Ukrainian Ministry of Internal Affairs, the Project
Accelerator has worked on preparations and support
for the procurement of a national emergency “112
system” in Ukraine. We see excellent opportunities to
further use the feasability study instrument to contri-
bute to the recovery and reconstruction of Ukraine.

In 2023, I look forward to continuing to develop

the business together with my employees. A capital
injection of MSEK 1,460, with MSEK 460 earmarked
for climate investments, presents us with excellent
opportunities to continue to deliver on our mission.
Through the cooperation within EDFI, we have
gained access to an EU guarantee framework to carry
out investments in line with the priority areas set out
in Global Gateway, renewable energy, digital infra-
structure, climate and health. This will enable both us
and other development finance institutions to further
accelerate investments to meet the enormous needs
that exist today, while at the same time ensuring that
our efforts generate positive effects for the future and
accelerate progress towards Agenda 2030.

Maria Hakansson,
Chief Executive Officer
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Introduction to Swedfund

Report from the Chair

Swedfund has a clear mission, generates
strong results and continues to grow

Catrin Fransson took over as Chair of Swedfund's Board in April 2022. It has
been an eventful time recently, with the restrictions relating to the Covid-19
pandemic being relaxed, yet at the same time, Russia's invasion of Ukraine has
impacted the entire global economy. We spoke to Catrin about the task she

faces and how she views the future.

WHAT WAS THE DECIDING FACTOR WHEN YOU
ACCEPTED THE ROLE OF SWEDFUND'S CHAIR
OF THE BOARD?
Accepting the offer was an easy decision. I believe
that Swedfund’s mission, to help reduce poverty
through sustainable investments in developing coun-
tries, is a vital one. There has long been a strong need
for sustainable investments in developing countries
and, given what is happening in the world around us
today, this need is only continuing to increase. Swed-
fund’s many years of experience and strong expertise
put us in a position to make a genuine difference.
During the years I worked as CEO of another
state-owned company, I came across and worked
with Swedfund on numerous occasions. Through the
partnership within Team Sweden and STEP, where
Swedish operators work together according to their
different mandates, I was fortunate enough to travel
with colleagues from Swedfund and visit some of
Swedfund’s portfolio companies.

AS CHAIR OF SWEDFUND'S BOARD,

WHAT DO YOU HOPE TO CONTRIBUTE

WITH AND WHAT IS YOUR VISION?

I was fortunate to join Swedfund at a time when the
organisation is growing and has strong leadership and
highly motivated employees. Swedfund has a clear
vision and effective and efficient processes in place.
My hope is that I and the rest of the board will be able
to support the management in further developing the
strategy, a task that will be performed in 2023.

WHAT ARE YOUR TOP PRIORITIES FOR

THE MISSION IN THE SHORT TERM?

The mission from our owner is clear but, now that
we have a new government in place, it is important
that they feel well-informed about what Swedfund

is doing. Swedfund is Sweden’s development finance
institution and this field of development cooperation
is growing in importance, both within the EU and
internationally.
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‘We have set the bar high as regards transparency
and reporting back on the development effects and
financial results that our investments create, with
sustainability at the core of the investment process.
Although our financial position is very strong, in or-
der to continue to grow and increase our contribution
to Agenda 2030 further, we are dependent on annual
capital injections.

THE WORLD IS CURRENTLY BEING BATTERED BY
A NUMBER OF PARALLEL CRISES - WHICH AREAS
DO YOU SEE AS BEING MOST IMPORTANT FOR
SWEDFUND TO FOCUS ON?

Unfortunately, the situation facing the world, with
numerous crises all happening at the same time,

is leading to a marked increase in poverty and an
increasing need for sustainable investments. Through
its contribution to the sustainable development of
the private sector in developing countries, Swedfund
is an important part of the solution. I believe it is
vital that we continue to contribute to the creation
of more jobs with decent working conditions. Our
investments lead to the creation not only of direct
jobs, but also indirect jobs at subcontracting level, as
aresult of increased consumption, etc.

Another vital area will be to continue to address
the challenges that we see linked to climate change.
The climate crisis is leading to increased poverty,
and it is therefore pleasing to see that we have
received a capital injection specifically earmarked
for climate investments. We will continue to work on
our priority sectors, while at the same time including
and addressing climate impacts to an even greater
extent. We have also begun work to improve access
to food through investments in the production and
processing of food.

Introduction to Swedfund

In October, the board travelled to Nairobi, where
Swedfund has its regional office. This gave the board
the opportunity to visit several portfolio companies
and to see the impacts that Swedfund’s investments
are having, and the importance of development
finance institutions to contribute to sustainable and
inclusive growth.

THE WORLD'S NEEDS AND CHALLENGES
ARE INEXTRICABLY INTERTWINED - WHAT
IS SWEDFUND'S UNIQUE CONTRIBUTION TO
ACHIEVING THE GOALS OF AGENDA 2030?
Swedfund has a clear mission, generates good results
and continues to grow. At the same time, we are a
small player in an international perspective. This
makes it particularly important that we work with
other actors. We currently have an excellent colla-
boration with our European colleagues within EDFI,
along with a deep and close collaboration with our
Nordic colleagues.

Swedfund has built an excellent organisational
structure and strong expertise in the sectors that
we have chosen to focus on. This means that in
many cases we are a much sought-after partner and
that, through cooperation, we can benefit from the
expertise of others. Working together, we can achieve
results which, from a number of dimensions, have
apositive impact on individuals, communities and
the development and future competitiveness of the
countries concerned. Our unique contribution is that
we, in partnership with others, carry out investments
which create ripples on the water.

Catrin Fransson
Chair of the Board

Report from the Chair 9
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Creating ripples on the water

Sustainable development for more

Investments to create
sustainable development

for more people

In recent years, a number of global crises have negatively impacted the implementation
of Agenda 2030. In order to reverse the trend and overcome challenges such as increas-
ing poverty, climate change and inequality both within and between countries, various
types of tools and initiatives will be needed that create positive effects for the future.

JOINT WORK AND INITIATIVES FOR AGENDA 2030
Agenda 2030 is an action plan that includes the UN’s
17 Sustainable Development Goals (SDGs), which
aims to create a sustainable society for people, the
planet and prosperity. Agenda 2030’s goals and
targets are linked; success within one of these affects
other goals positively, and vice versa.

Even before the Covid-19 pandemic, there was
concern that the developments aimed at achieving
the goals of Agenda 2030 were not taking place fast
enough. The effects of the pandemic, the invasion of
Ukraine and the ongoing climate crisis have further
negatively affected the implementation of Agenda
2030. Progress in relation to some of the goals has
come to a complete standstill and, in some cases,
developments are even going backwards.

Developing countries are more affected by crises.
They are often highly indebted and are hit hard by
rising interest rates and higher inflation. At the same
time, there is a limited scope for implementing re-
forms and launching support packages to strengthen
the economy, companies and the society’s resilience.
Many countries lack the resources and capacity need-
ed to effectively limit or deal with the consequences
of a crisis.

Despite the negative developments, we believe it
is still possible to reverse the trend through various
initiatives that directly or indirectly have a positive
impact on individuals, communities and the climate.
This will require effort on the part of a number of
operators who, through their respective mandates,
methods and tools, can work together and contribute
to the attainment of common goals. Both major and
minor initiatives today are creating positive ripples
for the future.

))

Investments that are made
today will create positive ripples
for the future.
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in developing countries to contribute to poverty re-
duction, job creation and inclusive economic growth,
which also strengthens the resilience of societies to
crises. Swedfund is the Swedish state’s development
finance institution and has more than 40 years of

of all jobs in sub-Saharan Africa. Through our invest-
ments, both direct and indirect effects are created
that lead development forward. If a man or woman
in one of the countries in which Swedfund operates
gets the opportunity to work in the formal sector or

5-7 people and is an important factor in enabling
people to lift themselves out of poverty. As a company
grow, new direct jobs are created, along with indirect
jobs. This takes place through people with an income
consuming more and through an increase in demand

offers the opportunity to start up companies and
provide healthcare and other socially important
functions.
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Creating ripples on the water

Stronger through collaboration

SWEDFUND IS ONE of 15 members of the European
Development Finance Institutions (EDFI). At stra-
tegic level, the EDFI’s agenda is harmonised with the
UN Sustainable Development Goals. We often work
together and more than half of all investments are
made with one or multiple other development finance
institutions.

Acting as an investor with other like-minded
organisations is important in order to bring about
change and displacement. Swedfund also works in
partnership with other organisations, including civil
society organisations, development banks and other
business partners, as well as traditional aid organi-
sations.

As Agenda 2030 is underfunded, development
finance institutions have a central role to play in
accelerating the implementation by investing and
contributing to the development of the private sector
in developing countries to promote inclusive growth,
an increased tax base and increased trade between
countries.

Swedfund works with the European development
finance institutions within the framework of EDFI
to increase the pace of investment in developing
countries and contribute to the realisation of Agenda
2030.

In recent years, the relationship with the EU has
developed significantly and several development
finance institutions, including Swedfund, are pillar
accredited, which means that there is an opportunity
for us to use the EU’s various instruments for private
sector development. As a pillar accredited develop-
ment finance institution, Swedfund is also a partner
in a management company, EDFI MC, which was set
up to strengthen financial cooperation between pillar
accredited development finance institutions and the
EU

During 2022, EDFI MC developed seven guarantee
programmes to increase the proportion of sustain-
able investments in developing countries with a par-
ticular focus on sub-Saharan Africa, Latin America,
Asia and Oceania. These guarantee programmes are
being implemented within the framework of the
EU’s Global Gateway strategy, which aims to boost
investments in areas such as renewable energy, digi-
talisation, climate and health. In December 2022, the
EU decided to grant guarantees in the amount of EUR
1.28 billion to the EDFI MC. During 2023, Swedfund
plans to carry out our first investment actually using
the guarantees.

Agenda 2030
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Erastus Ndaka works for d.light

in Kenya. He delivers a solar cell

lamp to Redempta Nduva who lives
in Machakos outside

Nairobi.
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Our contribution to
Agenda 2030

SWEDFUND’'S WORK RELATING to development
finance contributes to all the goals of Agenda 2030,
but we are particularly focusing on Goal 1 No poverty,
Goal 5 Gender equality, Goal 8 Decent work and eco-
nomic growth, Goal 10 Reduced inequalities, Goal 13
Climate action and Goal 2 Zero hunger. Goals 1, 5, 8,
10 and 13 permeate Swedfund’s entire operations and
investment process.

Goal 5, Gender equality, is not only an end in itself,
but also a prerequisite for sustainable and inclusive
development. Poverty declines and economic pro-
ductivity and growth increase as women participate
in the economy and the labour market, gain access
to resources and access to functioning markets.
According to the World Bank, women reinvest 90
percent of their income in their family or the local
community. This means that their income is spent on
food, medical care and improvements to the home,
but women also use funds to educate themselves and
to pay for education for their children. For every year
a girl stays in school, her future income increases by
10-25 percent.

On following pages, we have chosen to tell more
about how we are working with regard to Goal 8 on
decent work and economic growth, Goal 13 on climate
action and Goal 2 on ending hunger.
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Interview

Interview

Interview with Amit Bourl,
CEOQ and co-founder of GIIN

GIIN, The Global Impact Investing Network is a nonprofit organization dedicated to
increasing the scale and effectiveness of impact investing around the world.

CAN YOU ELABORATE A BIT ON THE REASON

WHY YOU FOUNDED THE GIIN AND HOW IT HAS
DEVELOPED SINCE?

In 2009 when the GIIN was founded, it was before
the SDG’s and the Paris climate accords. But we
recognized that the traditional way of working would
be insufficient to rise to the challenges of inequality,
climate change, and gender inequity... and all the
other critical problems that needed attention and
resources.

There were several examples of investors around
the world putting capital to work to improve the lives
of people and to address environmental issues while
maintaining a financial return. We saw the potential
to build a global industry and a new way of invest-
ing at scale and launched the GIIN to harness the
opportunity.

AT THE GIIN YOU PUT EMPHASIS ON THE IMPOR-
TANCE OF MEASURING, FINDING INDICATORS
AND WAYS OF DESCRIBING THE IMPACT OF THE
INVESTMENTS. WHY IS THIS IMPORTANT?

We see a growing trend amongst investors to commit
to net zero, the SDG’s or specific targets like regener-
ative agriculture or advancing gender equity. Many
investors want to measure their success by the actual
impact their investments have on people and on the
planet. The measurements are important because

it helps translate the good impact intentions into
real impact results. It helps us focus on advancing
the global goals to be anchored in measures that will
drive real results for societies and the planet.

Our tools help investors formulate strategies
around impact and identify the core metric sets that
they can use to measure and understand their impact
performance at a granular level. We envision that
these practices and principles will become a standard
part of how investors conduct business. That inves-
tors will look at their impact performance and their
financial performance side by side when they think
about whether they’re being successful.

WE ARE NOT ADVANCING AS QUICKLY AS
WE WOULD LIKE ON THE SDGS OR ON AGENDA
2030. WHAT ARE THE MOST IMPORTANT
ACTIONS TO TAKE?
I think this is a really challenging time and we are
constantly contending with all the effects of the
poly-crises that we are navigating; the mix of the
pandemic, the climate crises, the ecological collapse,
and rising inequality. To address systemic problems,
we must think about solutions in systemic ways. So,
to address the poly-crisis, we have to shift the way
finance operates on a fundamental level.

I believe we can change some of the fundamentals
so that impact becomes part of the new business-



Swedfund

INTRODUCTION TO SWEDFUND
About Swedfund

Important results

Report from the CEO

Report from the Chair

CREATING RIPPLES ON THE WATER
Sustainable development for more
Cooperation and Agenda 2030
Interview with Amt Bouri, CEO GIIN
Job creation
Work during the year
Value-creating initiatives
Case study: Microfinance
Climate
Work during the year
Value-creating initiatives
Case study: Serengeti Energy
Food
Work during the year
Value-creating initiatives

HOW SWEDFUND CREATES VALUE
Goal structure

Value creation model
Business plan

Sectors

Pillars

Risk

Investment instruments
Investment process
Playing field
Investments

Project Accelerator
Ethical compass

RESULTS & GOVERNANCE
The portfolio companies’ results
Grant-funded activity*
Swedfund’s results*

Financial statements

Notes
Corporate governance report
Signatures of the board of directors
Auditor's report
Additional sustainability information
GRI index
TCFD
Sustainability audit reports

* Board of directors report p. 66-90

DOWNLOAD PRINTABLE PDF ¥

oo bAN

32
34
36
38
42
44
46
48
52
54
60
64

66
82
86
92
98
128

137
140
145
148
150

Swedfund Integrated Repart 2022

as-usual, where investors wake up daily thinking about their impact
alongside financial performance.

HOW DO YOU VIEW THE DFIS AND THEIR ROLE FOR IMPACT
INVESTING AND MOBILIZING PRIVATE CAPITAL.
DFTIs operate at a critical juncture in the broader effort to mobilize
capital for the SDGs. DFIs have a tremendous amount of expertise and
experience and relationships on the ground, and an ability to work with
investors in ways that donor agencies and other entities usually aren’t
able to do. For example, DFI’s play a critical role in amplification and
mobilization.

T hope that the GIIN can continue to be an essential partner to the DFI
community and that we have a global network of investors mainly from
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private investors who are interested in helping to move more capital to
high-impact projects. DFIs also have pipelines and learnings to share
with that broader audience.

AN INVESTMENT CAN CREATE RIPPLE EFFECTS FOR COUNTRY,
SOCIETIES, AND PEOPLE. EVERY INVESTMENT AND EVERY EFFORT
TO CREATE IMPACT IS IMPORTANT IF WE WANT TO REACH AGENDA
2030. DO YOU AGREE?

Yes, of course. I previously spoke about systemic change, and we must
focus on that. But it’s also important to recognize that every successful
impact investment has a positive impact on people which can in itself
have a multiplying effect. You get households that have greater stability,
and better livelihoods can ripple through generations and through

communities. And similarly, every company that is growing and
having a positive impact is another example of building a broader
ecosystem of the private sector actors in the given country and
around the world.

The GIIN seeks to help accelerate that ripple effect. By design, we
are growing a global network to help to spread learnings, ideas, and
opportunities. We don’t want people in Kenya, India, Singapore, and
Stockholm reinventing the wheel in isolation. Instead, we want to
help accelerate the flow of information, ideas, and resources so that
we can collectively become more effective faster in response to the
poly-crises were all contending with.



Swedfund

INTRODUCTION TO SWEDFUND
About Swedfund

Important results

Report from the CEO

Report from the Chair

CREATING RIPPLES ON THE WATER
Sustainable development for more
Cooperation and Agenda 2030
Interview with Amt Bouri, CEO GIIN
Job creation
Work during the year
Value-creating initiatives
Case study: Microfinance
Climate
Work during the year
Value-creating initiatives
Case study: Serengeti Energy
Food
Work during the year
Value-creating initiatives

HOW SWEDFUND CREATES VALUE
Goal structure

Value creation model
Business plan

Sectors

Pillars

Risk

Investment instruments
Investment process
Playing field
Investments

Project Accelerator
Ethical compass

RESULTS & GOVERNANCE
The portfolio companies’ results
Grant-funded activity*
Swedfund’s results*

Financial statements

Notes
Corporate governance report
Signatures of the board of directors
Auditor's report
Additional sustainability information
GRI index
TCFD
Sustainability audit reports

* Board of directors report p. 66-90

DOWNLOAD PRINTABLE PDF &

W o b

32
34
36
38
42
44
46
48
52
54
60
64

66
82
86
92
98
128

137
140
145
148
150

Swedfund Integrated Report 2022

Negative developments in the global
economy are hitting developing countries
hard and threatening the fulfillment of
goal 8 of Agenda 2030. To reverse this
trend, more jobs with decent working
conditions needs to be created.

DEGENT WORK AND
ECONOMIC GROWTH

o

Creating ripples on the water

GOAL 8 IN AGENDA 2030

Goal 8 in Agenda 2030 is about promoting inclusive
and long-term sustainable economic growth and pro-
ductive employment, with decent working conditions
for all. Today, over half of the world’s workers are still
in precarious jobs. In developing countries, many
people are stuck in a vicious circle of low-productivity
occupations, often in the informal sector, with low
wages and limited access to education and social
security. The global workforce is expected to grow by
800 million people over the next 20 years, making the
goal of creating decent work and inclusive economic
growth more important than ever.

THIS DEVELOPMENT IS GOING BACKWARDS

The Covid-19 pandemic led to the worst economic crisis
in decades and adversely affected the targets for goal

8. The recovery has been uneven and many developing
countries continue to have sluggish economic growth,
which in turn is having a negative impact on the labour
market. At the end of 2021, the global recovery was
further hampered by rising inflation, supply chain
disruption and political uncertainty. For 2022, the

Job creation

Decent working conditions
contribute to inclusive and
sustainable economic growth

ILO estimates that the total number of working hours
globally will remain at two percent below pre-pandemic
levels. In addition, inflation, which has risen as a result
of the war in Ukraine, is expected to have a negative
impact on global economic growth. Among developing
countries, economic growth is currently well below the
target of seven percent in Agenda 2030.

JOB CREATION AND POVERTY REDUCTION

ARE INTERRELATED

In developing countries, over 90 percent of jobs are
classified as low-quality or low-productive. The infor-
mal labour market, dominated by women, is substan-
tial and characterised by small business owners and
workers who are paid on a daily basis. This type of job
provides low pay and often lacks security and over-
time pay. In Africa, only 17.4 percent of the workforce
is covered by a social safety net or insurance.

To reverse this negative trend, more jobs and better
opportunities to start a business are needed. According
to the World Bank, nine out of ten jobs are created in
the private sector, and having a job is the single most
important factor in enabling people to lift themselves

out of poverty. A further aspect is the importance of the
job being productive, with decent working conditions
and a social safety net. Initiatives creating this type of
jobs can have a major impact on poverty reduction and
economic development.

SWEDFUND CREATES JOBS WITH DECENT
WORKING CONDITIONS
For Swedfund, a job with decent working conditions
meets the ILO Fundamental Conventions and Basic
Terms of Employment. They concern freedom of
association and the right to collective bargaining, the
abolition of forced and child labour, the elimination
of all forms of discrimination, regulated working
hours, minimum wage, and health and safety.
Swedfund’s investments help to accelerate the
transition of jobs from the informal sector to the
formal. When we consider a possible investment, we
analyse the current situation and the scope to bring
about improvements. If we go ahead with the invest-
ment, we will then link our requirements regarding
improvements to our financial terms and conditions
in the agreement. We operate in markets where our
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requirements are far from standard. This makes our
work especially important.

CORRUPTION AN OBSTACLE TO DEVELOPMENT

In order to achieve goal 8, parallel initiatives aimed
at combating corruption will be necessary. The UN
estimates that USD 2.6 trillion, equivalent to five
percent of the world’s GDP, is lost to corruption every
year. That is much more than the total value of devel-
opment cooperation.

Corruption undermines democracy and damages
trust in society. It also creates inequality and hinders
economic growth and development of the private
sector. Research by the IMF shows that corrupt coun-
tries attract a significantly lower number of foreign
investments compared with countries relatively free
from corruption. Corruption also increases the cost
for companies of doing business by an average of ten
percent.

Swedfund has over 40 years of experience of sus-
tainable investments in the world’s most vulnerable
countries, many of which are also among the most
corrupt. This gives us both a deep understanding of
and a sense of humility ahead of the challenges when
we work on sustainability among the portfolio com-
panies, by stipulating requirements and supporting
them in their efforts to fight corruption.

DIGITALISATION AN OPPORTUNITY

TO ACCELERATE DEVELOPMENT

Digitalisation contributes to increased productivity,
jobs, innovation and economic growth. Research
shows that a ten-percent increase in mobile services
in a country increased GDP by half a percent. Despite
this, almost 2.9 billion people in the world, particular-
ly those in developing countries, still have no access
to digital services. There is still a substantial digital
divide between men and women, between income
groups and between urban and rural areas. A study by
the IFC shows that approximately 230 million jobs

in Africa will require some form of digital know-
ledge by 2030. To seize the opportunities offered by

))

SDG 8 is not just about full
employment but the quality
of that employment.

Deborah Greenfield, ILO Deputy
Director-General for Policy

digitalisation and reduce the digital divide, further

investments will be necessary in infrastructure and
business models based on digital solutions.

Development finance institutions have an impor-
tant role to play by investing in cost-effective digital
solutions that contribute to job creation, better access
to goods and services, and the emergence of new and
innovative solutions, e.g. in education, healthcare,
financial services and logistics. Digitalisation is one of
Swedfund’s thematic areas that we work with regard-
less of country, sector or instrument.

DEVELOPMENT FINANCE INSTITUTIONS
IMPORTANT FOR ACHIEVING GOAL 8

In conclusion, we are along way from achieving the ob-
jective of decent work and inclusive economic growth.
However, by continuing to work with sustainable

a e

Job creation

investments in the private sector
in developing countries, we as a
development finance institution
can contribute to the creation

of more jobs and help to ensure
that informal jobs are formalised
and that working conditions are
improved, inclusion and digital-
isation increased and corruption
reduced. These factors have ripple
effects and ultimately lead to more

inclusive economic growth and a bet-
ter future in line with the 2030 Agenda.
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Work during the

ear - SDG 8

The core of Swedfund's mission is to create

jobs with decent working conditions to enable

people to escape poverty.

Creating ripples on the water

Job creation

s

OUR INVESTMENTS ARE helping to create both
direct and indirect jobs. During 2022, the majority of
Swedfund’s portfolio companies saw a net increase in
the number of employees. The total number of jobs
in Swedfund’s portfolio has also increased, and we
are particularly seeing an increase in the underlying
holdings of the funds.

DIRECT JOBS CREATE INDIRECT JOBS

Studies have shown that one direct job creates an
average of between five and seven indirect jobs, e.g.
through an increase in demand for goods and services
(read more about indirect jobs on page 74). This is
for example evident in our investments in financial
institutions and the energy sector, which contribute
to the creation of both direct and indirect jobs. This
year’s analysis shows that one direct employment in
Swedfund’s portfolio is estimated to contribute to
almost five indirect jobs.

FOCUS ON IMPROVED WORKING CONDITIONS
‘When Swedfund analyses a new investment, an
assessment is made of the current situation and the
opportunities to bring about the improvements that
we want to see with regard to working conditions. In
accordance with goal 8, an evaluation is carried out
in relation to the ILO Fundamental Conventions and
Basic Terms of Employment. Any deficiencies that
are identified are then incorporated into the ESG
Action Plan (ESGAP) and included in the investment
agreement. This can mean improvements in areas
such as benefits, work environment and occupational
safety. The development is then followed up on an
ongoing basis through an active dialogue, site visits
and an annual survey.

Swedfund promotes active value creation among
our portfolio companies throughout the investment
cycle. A list is presented below showing a selection of
initiatives relating to goal 8 that we carried out during
the year.

Joel Mutie works as a Field Technician at
d.light in Machakos, outside Nairobi, Kenya.

NEW INVESTMENTS

PA INITIATIVES

« Accion Digital Transformation Fund, USD 15
million, Africa and Asia, fund focused on the digital
transformation of financial institutions.

¢ BluePeak, USD 20 million, Africa, credit fund
for small and medium-sized enterprises.

¢ Vantage, USD 25 million, Africa, credit fund
for medium-sized enterprises.

* Bank of Georgia, additional investment,

USD 15 million, Georgia, bank.

« African Rivers Fund 3, additional investment,

USD 4.45 million, Democratic Republic of Congo,
Uganda and Angola, fund for loan financing for
small and medium-sized enterprises.

¢ Nordic Horn of Africa Opportunities,

USD 5 million, Somalia, fund

¢ Bayport, USD 2,5 million, Uganda and Tanzania,
Financial institution

¢ ASEAN Frontier Market Fund, 10 MUSD, Cambodia
and Laos, fund for growth-oriented small and
medium-sized enteprises.

Read more about our new
investments on pages 54-59

« Initiative to procure a national
digital Emergency Response
system in Ukraine (a ‘112
system’).

 An analysis of the benefits and
drawbacks of various fossil-free
alternatives for public transport
in Abidjan, Ivory Coast.

« Afeasibility study concerning
biofuels in Tanzania.

Read more about the Project
Accelerator’s initiatives on pages
62-63
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Value-creating initiatives

During the year, we carried out a number of value-creating initiatives linked to the UN's
Sustainable Development Goal 8: Decent working conditions and economic growth.

.

WORKING CONDITIONS WORKING CONDITIONS GENDER EQUALITY . GENDER EQUALITY
- GUIDING NOTE : HANDBOOK : HANDBOOK : WOMEN4GROWTH
We have developed a Guiding Note for Decent . A handbook for implementing the Decent . Phase 2 of the collaboration with Kvinna till . Women4Growth has been implemented in
Work. It explains how Swedfund is working to Work agenda has been developed: the Good Kvinna to raise awareness of gender-based six portfolio companies across a range of
contribute to the creation of more jobs with . Practice Handbook on Decent Work. This offers . violence. A handbook will be launched which . sectors and regions. The programme has been
decent working conditions that follow the ILO’s practical guidance regarding compliance with describes how gender-based violence, sexual developed and supplemented by, among other
Fundamental Conventions. : international standards, as well as tools for . exploitation, abuse and harassment can be : things, a mentorship module, an intranet for
i i improving the quality of working conditions. i prevented. It is intended that the handbook will participants and alumni, and an innovation
The handbook will be shared with our portfolio primarily support fund managers in their work. module for fund managers.
companies in 2023.
GENDER EQUALITY GENDER EQUALITY GENDER EQUALITY GENDER EQUALITY
LEADERSHIP : GENDER LENS TRAINING : ECONOMIC EMPOWERMENT : TRAINING :
Support for a second round of the Female for . Gender Lens Investing training has been . Together with Value for Women, we have also N A portfolio company in the Energy & Climate
Future programme for women employed by developed in cooperation with the organisation assisted two microfinance institutions and two sector has received funding to develop ongoing
our portfolio companies in Kenya, Tanzania, . Value for Women. On two occasions, partici- . portfolio companies in the energy sector by 5 gender and educational activities in line with
Uganda, Ghana and elsewhere, in order to pants from our fund managers and investment providing TA funds to advance the work relat- the UN's Women Empowerment Principles and
promote their advancement towards leadership platforms have received practical guidance on . ing to gender equality and women's economic . 2X Challenge criteria. .
and leadership positions. how to draw up action plans in order to devel- empowerment.

op and strengthen the work to address gender
equality aspects in investment activities.
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Micro-
finance

Creating ripples on the water

o meeting for women -
who are microfinance

clients of LOLC outside
~Colombo, Sri Lanka.

- On their way to a group

Case study: Microfinance

20

Microfinance - research
shows a two-sided tool

Responsible microfinance is an important supplement to bank loans for private
individuals and entrepreneurs, which contribute to financial inclusion and give
people an opportunity to escape from poverty.

MICROFINANCE HAS LONG been seen as an oppor-
tunity to increase financial inclusion and promote
the potential of the private sector in developing coun-
tries, which in turn addresses challenges such as pov-
erty, inequality and unemployment. Microfinance in-
stitutes (MFIs) provide microloans to entrepreneurs,
small enterprises and low-income earners, who can
then use the loans to purchase revenue-generating
assets. These microloans are an important supple-
ment to bank loans because banks often require a dif-
ferent type of security or a credit history or only offer
larger loans. Globally, 75 percent of the MFI market
is currently located in Asia, while sub-Saharan Africa
accounts for less than ten percent.

RESEARCH SHOWS DIFFERENT RESULTS
Extensive research has been conducted concerning
microfinance. Numerous studies show many positive
results in Bangladesh, Myanmar, India, Chile and
elsewhere. The results show that it can help to reduce
poverty and hunger, improve children’s access to
education, raise the standard of living of women, and
strengthen the empowerment of female borrowers.
Other results have suggested that households and
businesses accessing financial services are better
placed to withstand financial shocks.

Recently, however, there has been criticism of the

effectiveness of microfinance in reducing poverty and
boosting women’s economic empowerment. Micro-
finance is intended to help reduce poverty and is thus
targeted at people with the greatest need, many of
whom live in rural areas. However, progress towards
financial inclusion in rural areas has been slow. There
is often a lack of information and education about
financial services, as well as low literacy levels, which
can lead to difficulties in understanding the terms of
aloan. In turn, this can result in higher transaction
costs which impact on the ability of microfinance
institutions to remain financially sustainable.
Another aspect of the criticism of MFIs relates
to interest rate levels. Interest rates are normally
higher for microloans, because institutions offer a
higher number of small short-term loans compared
with traditional banks, and customers often do not
have a credit history or are unable to provide security
for the loan. In addition, regulation and oversight
of the microfinance industry is inadequate in many
countries. Among other things, this contributes to
an informal sector within the microfinance industry,
where operators provide loans without being regis-
tered and are thus not covered by central regulations.
These operators often set high interest rates and
sometimes use unethical debt collection methods,
which can hit customers hard.
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Client
Protection Pathway

CPP is a standard which is designed to protect
the customers of MFIs. The MFls that Swedfund
invests in will implement the eight principles of
the standard. This means that many require-
ments must be fulfilled, including measures
to avoid over-indebtedness, transparency of
conditions and pricing, responsible collection
methods, complaints mechanisms
and confidentiality.

SWEDFUND'S INVESTMENTS ARE PRECEDED

BY A SOLID SELECTION PROCESS

Swedfund primarily invest in MFIs which are well-
placed to contribute to good results within Swed-
fund’s three pillars. In practice, this means that we
invest in MFIs that focus on loans to individuals or
micro-enterprises in order to boost income genera-
tion. Swedfund always takes into account the interest
rates that MFIs charge for their loans. As a rule, we
do not invest in MFIs that charge interest rates that
are significantly higher than the market average for
comparable loans.

‘We are aware of the challenges that borrowers face
and the criticisms that have emerged, which is why
the selection process is so crucial for us. In order
for Swedfund to consider an investment in an MFI,
the institute must be certified through the Client
Protection Pathway, or be able to demonstrate that it
has implemented the CPP principles within its busi-
ness (see the fact box above). If the institution does
not have such a certificate in place, a commitment
to meet these requirements within a specific time
frame is incorporated into the agreement between
Swedfund and the portfolio company. Through this,
Swedfund’s investments help to promote responsible
lending in developing countries.

Creating ripples on the water

Case study: Microfinance

Field visits to microfinance institutions

During the autumn, we visited a number of our portfolio companies in India and
Sri Lanka with operations aimed at microfinance customers. It was a journey that

provided valuable insight and many exciting meetings.

IN NOVEMBER, SWEDFUND'S employees from the
ESG & Impact and Strategy teams travelled to visit
some of our portfolio companies within the sector
Financial Inclusion in India, Credit Access Grameen
and Five Star. Due to travel restrictions during the
Covid-19 pandemic, it has not been possible to make
physical visits to our portfolio companies during the
past two years. Using digital tools, we have managed
to maintain a good dialogue, but the purpose of this
trip was to meet the teams and visit their microfinance
customers.

During some very rewarding meetings, we were
able to discuss challenges in the sector, how the
portfolio companies differ in relation to the type of
customers that they target, cultural conditions, the
country’s economy, and how the sector of micro-
finance institutions is regulated. We also had the
opportunity to meet microfinance customers who
talked about their enterprises and what the loans
from our portfolio companies were being used for.

During a weekly meeting with Credit Access
Grameen and their group borrower outside Raman-
agara in India, we met a woman who has taken out
several loans over the 20 years that she has been a
customer. These loans have enabled her to buy a goat
and a cow. We also visited her home, where we got to
see the business that she had set up and expanded with
her latest loan - silk production using silkworms. The
worms produce silk, which she then sells at the whole-
sale market nearby. This venture is her main source of
income and supports both her and her two children.

21

Silk production is a popular
business. Silkworms are
relatively easy to keep, but they
do need to be fed regularly.
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Climate change is the greatest global
challenge of our time. Greenhouse gas
emissions continue to increase, and we
are heading for temperature rises that
are well above the target set out in the
Paris Agreement. In order to reverse
the trend and achieve goal 13 of Agenda
2030, powerful initiatives will be needed
to bring about reductions in emissions.
At the same time, the adaptability and
resilience of societies and individuals
will need to be strengthened in order to

withstand the effects of climate change.

Creating ripples on the water

GOAL 13 IN AGENDA 2030

Climate change is one of the greatest challenges of
our time and it is important to take action to accel-
erate the green transition. Heat waves, droughts and
floods are affecting billions of people and disrupting
global ecosystems. At the same time, Russia’s invasion
of Ukraine, the global energy crisis and the effects of
the Covid-19 pandemic have all contributed to the
climate issue being overshadowed.

Achieving goal 13 of Agenda 2030 - to combat
climate change — will require immediate and substan-
tial reductions in emissions, alongside adaptation
measures. Climate change makes it more difficult
for people to escape from poverty, hits vulnerable
groups such as women and girls the hardest, and leads
to increased conflicts over resources, such as food
and water. Goal 13 is therefore also a prerequisite for
achieving the other goals of Agenda 2030.

Climate change

GLOBAL WARMING IS ACCELERATING

The latest report by the United Nations Intergovern-
mental Panel on Climate Change (IPCC) shows that
global emissions must be halved by 2030 in order to
achieve the 1.5-degree target of the Paris Agreement.
Nevertheless, greenhouse gas emissions are increas-
ing, leading to a rise in the global average tempera-
ture. A warmer climate brings more extreme weather
events, leading to heat waves, melting ice and glaciers,
and rising sea levels, with serious social and economic
consequences. The UN warns that the number of
natural disasters could rise to 560 per year by 2030,
representing a 40 percent increase since 2015.

DEVELOPING COUNTRIES HIT THE HARDEST
Climate change is exacerbating existing challenges.
This leads to more competition for land, food and
water, which in turn adds to socio-economic tensions
and can lead to mass migration. The IPCC esti-
mates that up to 3.6 billion people live in conditions
that make them particularly vulnerable to climate

22

The issue has
never been
more crucial

change. The worst affected are people in developing
countries.

Poverty, limited access to basic social services, con-
flicts and weak political institutions reduce society’s
ability to adapt to and withstand the effects of climate
change. By 2030, 700 million people are at risk of hav-
ing to flee their homes due to drought alone. Africa
is one of the hardest hit regions, despite the fact that
the continent accounts for only four to six percent of
global emissions.

ADAPTATION MEASURES ARE NEEDED

As climate change is already a fact, we need to
enhance our adaptability to the current and future
effects of it. This is particularly important for the
least developed countries and the most vulnerable
populations. Adaptation measures may include
building more resilient infrastructure, improving
rainwater use, or using seeds that are more resistant
to pests and drought. However, many developing
countries lack the capacity and financial resources
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needed to implement these measures, and invest-
ments in adaptation measures account for less than
ten percent of all climate financing.

NOT TOO LATE TO REVERSE THE TREND

Alongside adaptation measures, we must find ways
to slow down climate change. This will require
major changes in society — how we produce food,

use land, transport goods and run our economies.
Middle-income countries such as Indonesia, Brazil
and India account for a significant proportion of
global emissions. Parallel to investments in the most
vulnerable countries, investments in these countries
are therefore also needed. The climate issue is global,
and helping to ensure that major emitters replace
fossil fuels with renewables will have positive effects
for the whole world.

New and effective technologies can help reduce
emissions. An analysis by the IFC, the World Bank’s
development finance institution, indicates that there
are major investment opportunities in developing
countries relating to green buildings, public trans-
port, electric vehicles, improved water resource
management, renewable energy and waste manage-
ment. In many places, renewable energy has become
the cheapest source of energy, and the use of electric
vehicles is on the rise.

THE ISSUE OF CLIMATE FINANCE
REMAINS UNRESOLVED
Today, there is a considerable gap between the need
for climate finance and the funding available. Devel-
oped countries have committed to collectively con-
tributing USD 100 billion annually through to 2025
for climate action in developing countries. According
to data from the OECD, climate finance totalled USD
79.6 billion in 2019, and the target is only expected to
be achieved in 2023. The target is far below what is
actually needed according to the IPCC. They estimate
that between USD 1.6 and 3.8 trillion will be needed
annually by 2050 to limit global warming to 1.5
degrees.

As public funding is far from sufficient, private

Creating ripples on the water

investment needs to accelerate. EDFI accounts

for 74 percent of all development finance to sub-
Saharan Africa and is therefore well placed to scale
up investments in the region. In 2021, 27 percent of
EDFT’s portfolio consisted of climate investments,
an increase of eight percent over the previous year.
In addition to their own investments, development
finance institutions can act catalytically and contri-
bute to the mobilising of private capital for green and
profitable solutions in developing countries. In 2021,
EDFI mobilised a total of EUR 4.4 billion in private
capital.

SWEDFUND AS A CLIMATE INVESTOR

Goal 13 is one of five goals that Swedfund has a special
focus on, and climate is a theme that permeates

the entire operation, irrespective of the choice of
instrument, geography or sector. Swedfund is a cli-
mate investor and, back in 2014, we decided to invest
exclusively in renewable energy. Today, the Energy

& Climate sector makes up almost 40 percent of the

Climate change

portfolio and, for 2023, Swedfund has received an
earmarked capital injection for climate of MSEK 460.
Swedfund’s Project Accelerator is contributing to the
green transition by assisting our investment coun-
tries in the transition from fossil to renewable and
from traditional infrastructure to green solutions.
Swedfund’s investments contribute to the develop-
ment of the private sector, where our portfolio
companies are expected to live up to high social and
environmental standards.

Through EDFI, Swedfund is part of the Global
Energy Alliance for People & Planet, a platform which
aims to accelerate the transition to sustainable and
green energy, reduce CO, emissions and increase
the number of green jobs, in order to contribute to
sustainable growth in developing countries. We have
also joined the G7 initiative Adaption & Resilience
Investors Collaborative, which is intended to increase
climate-related investments in adaptation and

resilience.

23

))

The scientific evidence is unequi-
vocal: climate change is a threat to
human well-being and the health of
the planet. Any further delay in con-
certed global action will miss a brief
and rapidly closing window to secure
alivable future.

IPCC, The Intergovernmental Panel on Climate
Change is the United Nations body for assessing
the science related to climate change
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Work during the

ear - SDG 13

Combating climate change and its consequences is a
key element in Swedfund's mission. We are investing
in order to reduce CO, emissions, manage climate
risks and limit the impacts of climate change. More
green investments are helping to reduce poverty

through sustainable economic growth.

Creating ripples on the water

Climate change

2

WE ARE BROADENING THE SCOPE OF OUR WORK
The climate crisis is creating an urgent need to help
enhance the ability of developing countries to adapt
to the effects of climate change. To help solve this,
Swedfund has continued to broaden its strategy
within the Energy & Climate sector by actively work-
ing to identify potential investments in water, waste
and forestry.

A CLIMATE LENS FOR RISKS AND IMPACTS
Swedfund works actively with regard to the climate
issue both throughout the investment process and
with our portfolio companies. We have developed

a climate lens, which means that all investments

undergo an analysis in order to identify any signi-
ficant climate risks, including both physical and
conversion risks, as well as an analysis of the climate
impact that the investment is expected to generate.
Most of our portfolio companies have climate-
related requirements in their investment agreements,
and we work closely with the companies to assist them
in driving the climate agenda themselves and adapting
their operations to reduce the impact on the climate.
Swedfund promotes active value creation among
portfolio companies throughout the investment
cycle. A list is presented below showing a selection
of initiatives relating to goal 13 that we carried out

during the year.

NEW INVESTMENTS

* Serengeti Energy, MUSD 20,
sub-Saharan Africa, energy
producer which was founded
in 2013.

¢ Climate Investor Two,

MUSD 35, global, climate fund
for measure within water,
waste management and
ocean-related projects.

Construction of a wind farm in Kenya.

PA INITIATIVES

« A study to investigate the prerequisites and oppor-
tunities to utilise energy storage (e.g. batteries) in
order to better manage fluctuations in electricity
grids in southern Africa.

¢ An add-on initiative within sustainable forestry
in Laos, which will provide capacity support for
the implementation of measures and recommen-
dations.

« A study concerning the interconnectivity of
electricity grids between Malawi and Zambia.

¢ A study in Mozambique concerning opportunities
to develop models and initiatives to limit and
avoid impacts on the electricity grid due to climate
change.

* An initiative linked to upgrading of the main
electricity grid in Malawi, to enable further
development and increase the connection of
electricity from renewable energy.

« A study to investigate the prerequisites for further
interconnection of the electricity grids for greater
energy efficiency within the Southern African
Power Pool with PPP models.

Read more about our new
investments on pages 54-59

Read more about the Project Accelerator’'s
initiatives on pages 62-63
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Swedfund Integrated Report 2022 Creating ripples on the water

Value-creating initiatives

During the year, we carried out a number of value-creating initiatives linked

to the UN's Sustainable Development Goal 13: Climate action. i _ ' . ‘

. . .
. . .

. CLIMATE IMPACT . GREEN INVESTMENTS . CLIMATE IMPACT
- GUIDELINES : CAPACITY INCREASE - CAPACITY INCREASE

CLIMATE IMPACT
CALCULATION MODEL FOR CO, EMISSIONS

Since 2014, Swedfund has invested exclusively

in renewable energy sources. We have also

worked to exclude investments with fossil con-

tent. During the year, these procedures were
clarified in a number of guidelines that cover
the entire value chain.

Approved TA funding for an initiative aimed at

increasing the capacity of a financial institution
in Georgia in order to strengthen the work to
identify, evaluate and report environmentally
and climate-sustainable investments to boost
lending to green projects.

Approved TA funds to four fund managers with
the aim of increasing capacity and developing
the methodology for implementing a model
for calculating the climate impact of the funds
and underlying portfolio companies, as well as
exposure to physical climate risks.

Support for the development and implementa-
tion of a model for calculating greenhouse gas
emissions for two fund managers and under-

lying portfolio companies in the energy sector.

GREEN INVESTMENTS

COOPERATION

Within the G7 Adaptation & Resilience Inves-
tors Collaborative initiative, we have partici-
pated in working groups concerning physical
climate risk assessment, in order to identify
investable projects in climate adaptation and
resilience, and to follow up investments in
climate adaptation.

CLIMATE IMPACT
COOPERATION

Swedfund’s employees continuously participate
in EDFI's working groups in order to harmonise
methodologies and working methods. This year,
efforts have been made to develop methods
for assessing whether projects are consistent
with the goals of the Paris Agreement.

CLIMATE IMPACT
CAPACITY INCREASE

During the year, we accelerated our climate
work and gradually strengthened the require-
ments, which has led to our portfolio com-
panies also picking up the pace in this area.
Through a close dialogue and follow-up of
action plans, we have supported them in their
internal processes, e.g. the development of
climate strategies and emission calculations.

ACCESS TO RENEWABLE ENERGY
DIGITAL INFRASTRUCTURE

Over the past two years, we have worked with
our portfolio company Husk Power Systems
to enable the remote control and monitoring
of their mini-grids, and to improve services
regarding electricity use, data protection,
complaints, etc.
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Serengeti
Energy

Creating ripples on the water

Case study: Energy

26

Developer of small-scale water,

solar

and wind energy

Electricity generation capacity in sub-Saharan Africa is insufficient to meet
either current or future demand, and the region remains dependent on fossil
energy production. Through the investment in Serengeti Energy, Swedfund is
contributing capital to energy projects in the early growth phase.

AROUND 770 MILLION people in developing
countries have no access to electricity, the majority of
whom live on the African continent. In sub-Saharan
countries, an average of around 49 percent of resi-
dents had access to electricity in 2019, compared with
developing countries in Asia, where the correspon-
ding figure was about 97 percent. Africa also has

the youngest and fastest growing population in the
world. By 2023, the continent is expected to have a
larger population than China and India, which in turn
means that investments will be needed to meet the
increasing demand for electricity.

RENEWABLE ENERGY FOR NATIONAL GRIDS
In 2022, Swedfund invested in Serengeti Energy
(Serengeti), an independent energy producer that de-
velops, builds, owns and operates small and medium-
sized renewable energy projects in sub-Saharan
Africa to supply electricity to the national grids.
Founded in 2013, Serengeti is based in Nairobi,
Kenya, with projects in some of the world’s poorest
countries, such as Rwanda, Malawi, Uganda and
Sierra Leone. The company focuses on solar and
hydropower and has eight projects in operation and
two under construction. Additional projects are at
the planning stage.

CLOSING THE GAP BETWEEN ENERGY

DEMAND AND SUPPLY

Although the cost of deploying renewable energies

is falling, insufficient capital is available for energy
projects at the early growth stage. In addition, hydro-
power is generally more difficult to build, as it often
has a more complicated technical structure than solar
and wind power.

Serengeti’s goal is to help reduce the gap between
sustainable energy demand and supply. The company
is focussing on further developing the power plants
that it currently owns and actively expanding by
establishing new solar power plants and hydropower
plants.

ACTIVE OWNERSHIP OFFERS GOOD
OPPORTUNITIES TO EXERT AN INFLUENCE
Serengeti is an active owner in its projects and sees
great value in improving access to renewable energy
for people in a region that has the world’s highest
proportion of households not connected to the grid.
For Swedfund, the role as a shareholder in Seren-
geti means that we have a seat on both the Board of
Directors and the Investment Committee. This pre-
sents us with an excellent opportunity to influence
the direction that the company takes. Swedfund is
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))

The capital provided by our new investors will
enable the company to develop and build over
100MW of new renewable energy capacity.

Chris Bale, CEO, Serengeti Energy

also contributing to the development of their proces-
ses regarding the environment, climate, biodiversity
and gender equality.

GOOD CONDITIONS BUT WITH CHALLENGES
Around 80 percent of the total electricity production
in sub-Saharan Africa originates from fossil fuels.
This is despite the fact that the region has enormous
potential to produce renewable energy. In the region,
there are huge opportunities for hydropower, along
with the richest solar resources anywhere in the
world.

To meet demand, Africa must greatly scale up
investments in production and electricity grids, but
the public sector’s resources and capacity to meet
investment needs are in many cases low. This makes
private operators important for the production of
renewable energy.

DEVELOPMENT FINANCE INSTITUTIONS
IMPORTANT IN THE EARLY STAGES

By taking risks and investing sustainable capital at
an early stage, development finance institutions such
as Swedfund have a central role to play. Based on

an understanding of what private investors need, as
well as extensive experience and expertise relating

Creating ripples on the water

to sustainable investments, development
finance institutions can act as a bridge to pri-
vate investors and act catalytically by attracting
private capital to investments. Many years of expe-
rience and strong expertise in developing countries
enable us to identify trends early on and translate
them into new investment areas and structures.

Swedfund’s Project Accelerator can also contri-
bute in this regard. Through the Project Accelera-
tor’s work to finance feasibility studies where the
climate perspective is central, the climate work of
the other organisations supplements and contributes
to a holistic approach by influencing and enabling
sustainable projects in developing countries at an
early stage. Electricity grids are often a bottleneck in
the transition from fossil to renewable energy, and
investments are urgently needed. The Project Accele-
rator can enter at early stage of the project develop-
ment phase and finance feasibility studies with the
aim of upgrading and streamlining the grid, which
can then accelerate and enable further investments
in the renewable energy sector.

Case study: Energy
4-.#:

i
- il
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SWEDFUND HAS A public policy assignment and
mission objectives with a focus on sustainable value
creation and Agenda 2030. In addition to reporting
on the degree of attainment of the mission object-
ives, which are the same as the company’s strategic
goals for sustainable value creation, we describe

our work relating to issues such as anti-corruption,
environmental management systems and tax, which
are essential aspects of the value-creating work. Our
financial goal is adapted to our mission to be addi-
tional and catalytic, i.e. to dare to invest in high-risk

environments in order to create development effects.

MISSION

According to Swedfund’s Owner Instructions,

the work of the organisation must contribute to
attainment of the goal for Sweden’s Policy for Global
Development (PGD). Swedfund’s overarching mis-
sion is to help reduce poverty by making sustainable
investments in developing countries. In cooperation
with our strategic partners, we will contribute to
financially, environmentally and socially sustainable
investments that create better living conditions for
people living in poverty and oppression.

How Swedfund creates value

MISSION OBJECTIVES

Goal structure

32

Swedfund's strategic goals for sustainable value
creation lay the foundation for the company’s
business operations. The goals must be long-term,
challenging, measurable, clear and comparable.

FINANCIAL GOAL

SOCIALLY SUSTAINABLE INVESTMENTS

100% >60%

Compliance by 100 percent of
the Company's investments with
decent working conditions in
accordance with ILO's Funda-
mental Conventions not later
than three years from the date of
investment.

of investment.

Increased gender equality in the
Company's investment portfolio

in terms of the 2X Challenge*, or
comparable criteria shall be met
in not less than 60 percent of the capital.
Company’s investments no later

than three years from the date

THE COMPANY'S
ADDITIONAL ROLE

>30%

The Company's investment
portfolio shall mobilise not less
than 30 percent of commercial

ENVIRONMENTALLY AND CLIMATE-RELATED
SUSTAINABLE INVESTMENTS

2045

Not later than 2045, the investment portfolio of the Company shall
be climate-neutral, by which is meant that the portfolio shall have a
net zero release of greenhouse gases in accordance with the IPCC
definition. The total release of greenhouse gases per invested krona
shall accordingly decline over time with 2020 as the base year.

ECONOMICALLY VIABLE
INVESTMENTS

60%

Turnover and profitability shall
increase in not less than 60

with a base year corresponding
to the investment year.

percent of the Company’s invest-
ments during the holding period,

OPERATING PROFIT

>0

Operating profit shall be greater
than zero over a five-year period.

Read more about our portfolio
companies’ results on pages
66-81
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Swedfund's work

Business plan

A business plan with good goal achievement
paves the way for a new sector

Swedfund’s business plan demonstrates a clear ambition to grow and act catalytically by mobilising capital from
private investors to help meet the needs that we identify. Jobs must be created, women's economic empowerment

strengthened and climate change limited.

Some of the harvest that Platcorp’s project
has given a potato grower in Kenya.

SWEDFUND'S STRATEGY IS set out in our business
plan for the period 2020 - 2023. We review the
strategy annually to ensure that we are moving in the
right direction in order to achieve our set goals. Our
external analysis and the situation in our operating
countries represent important inputs in our work.

In this year’s review, we note that the world is being
greatly affected by a number of parallel crises and
that the Russian invasion of Ukraine has led to great-
er uncertainty and negatively impacted on economies
in developing countries. At the same time, Swedfund
is continuing to deliver towards the goals in the busi-
ness plan. There is an increasing need for investment
to create decent jobs, provide access to renewable
energy, and invest in adaptation measures and carbon
reduction. Our ambition is to grow in order to meet
the needs that we have identified.

Our mission includes investing in countries which
are eligible for development cooperation in accord-
ance with the OECD/DAC’s definition. We are priori-
tising investments in the least developed countries,
while geographically we are focusing on sub-Saharan

Africa and specific regions in Asia and Eastern Europe.

These countries have been hit hard economically by
the consequences of the pandemic, climate change
and the war in Ukraine. In these regions, sustainable
investments will be essential in order to increase the
resilience of communities and individuals. In 2023,
Swedfund intends to set up another local office in
Abidjan in Ivory Coast. During the year, we intend to

make further investments in a number of countries in
East and West Africa.

Swedfund has an ambitious vision to ensure that
we deliver our mission. We have an effective business
model with measurable indicators linked to our three
pillars: impact on society, sustainability and financial
viability, as well as selected goals in Agenda 2030.
Our three pillars remain. At the same time, we have
supplemented our existing indicators with an addi-
tional indicator to measure the performance of the
funds, within the pillar of financial viability.

SECTORS AND THEMES

Swedfund continues to invest in both Energy &
Climate and Financial inclusion. Investments in the
health sector were previously a separate sector, but
during the year it was decided that health invest-
ments, together with investments in increased
digitalisation, will be included as thematic aspects

of a new sector called *Sustainable enterprises’. This
year’s review has also resulted in the Board of Direc-
tors approving the creation of a new sector which
focuses on investments in sustainable food systems.
This decision stemmed from a need to improve access
to food and thereby highlight the importance of
streamlining food supply, e.g. through investments

in the supply chain, processing and logistics. In this
area, there is also an opportunity to work with regard
to the sector’s impact on the climate and job creation.
We invest directly in companies and indirectly

36
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through financial institutions and funds. Indirect
investments are made because they are an effective
tool for reaching out to SMEs, boosting lending to en-
trepreneurs and for use as a platform for mobilising
private capital. We strive to achieve a good balance
between equity, loans and funds in the portfolio and
intend to increase the proportion of direct invest-
ments in the portfolio in 2023.

Regardless of the country, sector or instrument in
which we are operating, we work within a number of
thematic areas: climate, women’s economic empower-
ment and digitalisation. Human rights are also a vital
dimension which must permeate our investment
activities in the process before we take a decision on a
new investments and during the value creation period.

ADDITIONAL AND CATALYTIC

An essential part of Swedfund’s mission is taking
risks. The contextual risks in our operations have
increased as a result of the pandemic and Russia’s
invasion of Ukraine. To help improve our under-
standing of contextual and external risks, Swedfund
enhanced its capacity with regard to external analysis
during the year. Swedfund also conducted a large
number of site visits to the portfolio companies dur-
ing the year, something that was not possible during
the pandemic. Taking risks is also closely linked to
our desire to be both additional and catalytic, and to
safeguard investments that would otherwise not have
been realised. As uncertainty and assessed risk have
increased, many private investors have now become
more hesitant to invest in developing countries.

This has heightened the importance of development
finance institutions, while at the same time, it will
also be crucial to lead the way in attracting invest-
ment and private capital to developing countries
through cooperation with institutional investors. Our
aim is to contribute to the mobilisation of a higher
proportion of capital for developing countries, which
will enable us to accelerate the rate at which Agenda
2030 is implemented. We can achieve more and reach
more people through partnerships.

Swedfund's work

Business plan

37

Judy Nyambura Mwang work as a team leader at
Premier Credit in Kasarani outside Nairobi, Kenya.
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In focus

During 2022, Swedfund opted to invest and
focus our development work on three sectors:

Energy & Climate, Financial inclusion and Health.

Pooling resources and specialist expertise in
limited and selected areas both boosts the
effectiveness of our operation and improves
our development results.

We have a Theory of Change for each sector,
which forms our starting point when we analyse
an investment and identify the direct and
indirect development impacts. We have also
developed sector-specific indicators for impact
measurement.

Swedfund's work

L

Sectors
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ENERGY & CLIMATE Energy &

Climate

Access to electricity is a critical factor in

reducing poverty. Today, around 770 million
people live without any access to electricity; 74
percent of these people live in sub-Saharan Africa
and the least developed regions of Asia.

In the Energy & Climate sector, we exclusively
invest in renewable energy sources and make broader
climate investments, such as improvements in energy
and resource efficiency, as these are key aspects of a
sustainable transition. Green infrastructure, such as
water and waste management, along with forests and
other carbon sinks, are included in the sector.

The expansion of sustainable energy supplies

requires a broad approach and innovative
solutions. Through our investments, we are
therefore financing both power sources connect-
ed to the grid and off-grid solutions which enable
households, villages and communities to generate
their own energy. One particular challenge associated
with investments in renewable energy is that they of-
ten concern relatively small projects which are diffi-
cult to finance individually. This particularly applies
to off-grid solutions, such as small solar power plants.
Swedfund therefore often invests in funds which
specialise in energy and climate as a way of financing
more projects.
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Risk manage-
ment in a
challenging
mission

As a development finance institution,
risk is pivotal to our mission and
business. Swedfund invests in countries
and sectors which are characterised by
considerable risks on a number of levels.
We have processes and policies in place
and continually strive to manage risk.

SWEDFUND'S MISSION AS a development finance

institution is to act additionally and catalytically. This

means that, where there is a shortage of commercial

capital, we must take greater risk than other investors

are normally willing to accept. The mission also
entails an expectation to take risks, and the aim of
the work relating to risk management is to achieve
risk optimisation based on mission objectives and
the business model, rather than to minimise risks in
every respect.

In its operations, Swedfund is exposed to a variety
of risk factors, some of which are not easily influ-
enced. We manage risks at different levels (see the
categories below), and good risk management is
both a prerequisite for the operation and an enabler
for improving development results. Swedfund’s risk
management framework is based around the risk
policy that is adopted by the board of directors.

How Swedfund creates value

Risks

] STRATEGIC RISKS

Strategic risks include structural factors relating
to our mission, the challenging geography of the
portfolio companies and the company's ownership
and financing.

2 INVESTMENT RISKS

Many of Swedfund's risks lie in our investments,
where risk management forms a natural part of the
investment process. We categorise the investment
risks within each of the three pillars that permeate
Swedfund's investment process.

3 FINANCIAL RISKS

Financial risks are risks that can have a significant
impact on Swedfund's financial position and perfor-
mance, and are divided into three main areas.

4 OPERATIONAL RISKS

Operational risks are risks that are associated with
Swedfund's operations and organisation. These risks
could relate to weak internal processes, legal risks,
fraud, corruption and the human factor, as well as IT

risks, security risks and the risk of money laundering.

5 CLIMATE RISKS

Swedfund has systematised its analysis of the risks
that may arise as a result of and be linked to climate
change, and thus could entail a financial impact on
Swedfund. Swedfund supports the Task Force on
Climate-related Financial Disclosures (TCFD) and is
continuously working to implement its recommen-
dations.
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Swedfund

INTRODUCTION TO SWEDFUND

How Swedfund creates value

Management of risk

Risks

4 OPERATIONAL RISKS

Description of risk

45

Management of risk

- Primarily managed on an ongoing basis through the
investment process from investment decision through
active management to winding up.

- Swedfund strives to have a diverse portfolio where
the board sets limits for geographical exposure and
concentration on individual counterparties.

- Swedfund's own liguidity management must be
invested in low-risk instruments, in currencies which
match contractual commitments.

- Liquidity risks are managed and governed by the
Finance Policy established by the board of directors,

which sets out the principles and risk limits that are to

be applied to the company'’s liquidity management.

- The general principle is not to protect the investments

in the portfolio against currency risk.

- The risk is managed and requlated through Swedfund's

Finance Policy.

About Swedfund 2
Important results 4
Report from the CEO 6 3
Report from the Chair 8
FINANCIAL RISKS
CREATING RIPPLES ON THE WATER
Sustainable development for more 10 Description of risk
Cooperation and Agenda 2030 12 " " "
Interview with Amt Bouri, CEO GIIN 14 Credit and share price risk
Job creation 16 Investments in shares and funds primarily take
Work during the year 18 place in unlisted companies where there is a risk of
Value-creating initiatives - negative value development relative to the amount
Case study: Microfinance 20 invested and the process for divesting holdings can
Climate 22 be protracted and time-consuming. Credit risk is the
Work during the year 24 risk that a borrower will be unable to fulfil its obliga-
Value-creating initiatives 25 tions due to a reduction in its ability to repay, which
Case study: Serengeti Energy 26 could potentially lead to credit losses in Swedfund's
Food 28 loan portfolio.
Work during the year 30 Liquidity risk
Value-creating initiatives 31 Liquidity risk refers to the risk that Swedfund will not
have access to cash and cash equivalents in order to
HOW SWEDFUND CREATES VALUE fulfil its contractual obligations or that the cost of
Goal structure 32 raising cash and cash equivalents increases.
Value creation model 34
Business plan 36
sectors 38 Currency risk
Pillars 42 Swedfund is exposed to currency risk in that
Risk 44 financing from the owner takes place in Swedish
Investment instruments 46 kronor (SEK) while contractual commitments usually
Investment process 48 take place in other currencies (USD and EUR). The
Playing field 52 currency risk in Swedfund’s business is complex, with
Investments 4 transactions normally being executed in an inter-
Project Accelerator 60 nationally viable currency, while real currency risk
Ethical compass 64 often lies in local currencies where the portfolio com-
panies actually operate. Fluctuations in exchange
RESULTS S_‘ GOVERNANCE rates can lead to substantial exchange rate effects
The portfolio corﬁp.ames' results 66 with an associated impact on Swedfund's financial
Grant-funded activity™ 82 results which are reported in Swedish kronor.
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Risks linked to Swedfund's operations

and organisation

These could be poor internal processes, defective
systems, legal risks, fraud, corruption and the human
factor. Specific risk areas are IT/cyber risks, other
security risks and money laundering risks.

- In order to safequard Swedfund's day-to-day operations,
efforts are continuously made to identify and limit
operational risks.

- Swedfund's Code of Conduct is a governing policy which
all employees are given continuous information and
training on.

- Establishment of process descriptions for key areas of
the operation and numerous internal guidelines.

- Work relating to the development of leadership and values

- Internal audit function with responsibility for reviewing
and evaluating Swedfund's organisation, governance,
procedures for risk management and internal control

- Established whistleblower service and complaints
mechanism.

5 CLIMATE RISKS

Description of risk

Management of risk

Risks linked to investments

- As part of our review at the time of an investment, we
analyse the company's potential climate risks, both phys-
ical and transition risks, based on the country’'s vulner-
ability to climate change and sector- and project-specific
risks. We then work with our companies to help them
assess and manage the effects of climate risks.

Physical climate risks

During the late summer of 2021, the sixth IPCC re-
port, published by the United Nations Climate Panel,
confirmed that extreme weather events are affecting
every part of the world, but Swedfund's markets are
being hit harder than the global average. With regard
to physical climate risks, Swedfund is exposed to such
risks through our portfolio companies which operate
in countries that are already, and will continue to be,
exposed to physical climate impacts, such as drought,
higher temperatures, floods, erratic rainfall and other
natural disasters. The sectors that are generally ex-
pected to be most affected by physical climate risks
are transport, infrastructure and agriculture.

- Swedfund has limited exposure to these high-risk
sectors, as they are not focus sectors in our investment
strategy.

- Physical assets in Swedfund’'s Energy & Climate sector
may be affected by physical climate risks, and it is there-
fore becoming more common to incorporate climate risks
into technical due diligence and construction.

- Sectors such as microfinance can be impacted indirectly
by physical climate risks, as the income of many micro-
finance customers depends on agriculture, which is a
sector with exposure to physical climate risks, such as
droughts, rising sea levels, extreme weather events and
floods.

Transition risks

Examples of transition risks include rising prices for
emissions or fossil-linked assets that fall sharply in
value.

The transition risks, i.e. from the transition to a low-
emission economy, in our portfolio are limited, as
Swedfund has only invested in renewable energy
production since 2014.
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Josephine Mutisya and Redempta Nduva have both bought solar
lamps from d.light, which they can use for lighting their shop and
home. Machakos, outside Nairobi, Kenya.

Swedfund has three main instruments for investments:
we invest in equity, provide loans and utilise funds to
reach out to more businesses. We have well-developed
sustainability processes and a proven process for
following up and measuring performance.

Instruments

THE CHOICE OF INVESTMENT FORM depends on
the financing requirements of each company, but we
also strive to establish a good balance of instruments

in our combined portfolio. Swedfund can also offer
funds for Technical Assistance, which are used to
strengthen the development results of the portfolio
companies through initiatives within areas such as
impact on society and sustainability. Swedfund also
has the opportunity to carry out feasibility studies
and skills-enhancing initiatives at an early stage

in order to promote sustainable procurement and
future investments. From 2023 onwards, we will also
have access to EU guarantees.

46

EQUITY

‘When Swedfund invests in equity, we are a minority
shareholder. We have an excellent opportunity to
exert an influence and usually have a seat on the com-
pany’s board of directors. Our goal as a shareholder is
to be a long-term investor, but to sell the shares in the
company as soon as we are no longer needed. Swed-
fund will remain a shareholder for as long as there is
scope to make a positive difference and contribute
financial resources and knowledge, e.g. within ESG
and Impact. When deciding whether or not to sell
shares, we consider a range of factors, including the
new owner’s ambitions and opportunities to continue
to run the company in a sustainable way.

LOANS

Aloan entails less risk compared with contributing
equity, even if the level of risk in Swedfund’s markets
is generally always high. Loans are more predictable
as instruments, partly because there is an agreed
amortisation plan, ongoing interest payments and
aplanned closing date. Requirements regarding
sustainability, reporting and further development

of sustainability work are established in the same
way as for other forms of financing, but we usually
have somewhat less scope to exert an influence after
the loan has been disbursed. It is therefore vital for
Swedfund to agree on these requirements in a loan
agreement, i.e. before the first payment is made.
Many jobs are created in small companies which

are in need of small loans or microloans. Using the
loan instrument is an effective way of reaching many
smaller companies and entrepreneurs.
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FUNDS Amongst fund managers, some advice
Funds enable small and medium-sized is given through LPAC, which is an
enterprises to access essential financing association of eight to ten represen-
in the form of loans or equity. This enables tatives from the largest investors.
Swedfund’s capital to reach out to more Swedfund is participating in this,
people. These companies contribute to sus- partly to ensure that the investment

tainable and profitable growth and thus help

to reduce poverty by creating jobs, strength-

ening the tax base and participating in knowl-
edge-building. Swedfund also invests in thematic
funds to improve access to healthcare, digitalisation
and renewable energy, for example.

The funds in which Swedfund invests are long-
term and the managers we work with have a high
level of expertise in the countries and sectors we are
focussing on. This gives us an excellent opportunity
to exert an influence and contribute cofinancing. We
often invest in funds together with other develop-
ment finance institutions. The fund instrument
enables us to share risk and contributes to a better
spread of risk in the portfolio. The fund instrument
also facilitates the mobilisation of private capital and
ensures that Swedfund acts catalytically.

We require fund managers to impose similar
requirements to those imposed by Swedfund on their
own direct investments. By setting out the require-
ments that the fund must meet and supporting the
sustainability work in particular, we help the fund’s
portfolio companies to strengthen their work relating
to sustainability. For Swedfund to invest in a fund,
it is also a condition that the structure of the fund is
transparent and that the fund investment is a good
fit with Swedfund’s direct investments. Swedfund is
often involved in LPAC (see the fact box).

Swedfund may reach agreement with the fund
concerning what is known as an ’opt-out right’, which
gives entitlement not to go ahead with an investment
that does not meet Swedfund’s requirements, e.g.
with regard to the country of investment or certain
sectors.

Swedfund's work

LPAC

is developing in the desired

direction.

. Kalkidan Bogale in
Addis Ababa, Ethiopia.
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TECHNICAL ASSISTANCE

Funds for technical assistance (TA) are

a strategic tool that is used for quality-
enhancing initiatives relating to portfolio
companies through initiatives within impact
on society and sustainability.

The aim is to strengthen Swedfund's capa-
city as active owner in order to improve

the quality of our portfolio in accordance
with our mission and goals. The funds will
primarily be used to strengthen investments
in development effects, gender equality and
sustainability, including the environment and
climate, decent jobs and business ethics, as
well as anti-corruption.

Our potential, current and concluded invest-
ments can benefit from TA funds, and we
have an opportunity to engage partners in
the implementation of projects, an example
being the collaboration with Kvinna till
Kvinna concerning gender-based violence in
the workplace.

The maximum budget for each TA project is
SEK 2 million. TA funds cannot be used for
activities that are deemed to be part of the
portfolio companies' day-to-day operations,
such as replacing obsolete equipment or
employing specific expertise.

Examples of TA projects include quality-
enhancing initiatives aimed at systematising
and improving the portfolio companies’
environmental work and social responsibility
through management system implementa-
tion, Gender Action Plans, the development
of climate strategies and calculation models,
and training initiatives relating to human
rights and gender equality.
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Swedfund's work

Investment process

Active ownership phase

Once the agreement has been signed and the money
disbursed, the work that was begun earlier during the
investment phase will continue. We work actively and
continuously with our portfolio companies, focusing
on the commercial, risk and sustainability issues
which were identified during the due diligence phase.
During the period when we act as a lender or the
co-owner of a company or fund, which usually ex-
tends over 7-10 years, an ongoing dialogue and close
contact are maintained with the portfolio companies
in order to monitor risks and performance, goal
attainment and contractual conditions, both through
visits, active board work and dialogue and through
their annual report (the Swedfund Portfolio Compa-
ny Sustainability Report). Both internal audits and

third party audits are conducted. In connection with
fund investments, we can have direct contact with the
underlying holdings of the funds, e.g. through visits,
analyses, ESG & Impact initiatives and TA funds*,
and through their feedback.

Investment managers are responsible for following
up and ensuring that the companies comply with the
contracted conditions, relevant parts of our policies
and ESGAP. Within a three-year period from the date
of disbursement, companies must achieve Swedfund’s
strategic sustainability goals. To help companies
attain these goals, we can allocate funds in the form of
technical assistance, which can for example be used
for training or consultancy.

J

Exit phase

Swedfund is a long-term investor, but not a perma-
nent owner. We end the investment either through
selling our shareholding, through the loan being
repaid or through the fund being concluded.

The exit phase generally starts when Swedfund
considers the goals that were established for the in-
vestment to have been achieved or when we cease to
be’additional’. Once Swedfund has invested in equity,
selling them in the markets in which Swedfund op-
erates can be a difficult and time-consuming process.
Ahead of the exit process, the portfolio company is
analysed on the basis of Swedfund’s three pillars.
During this process, we consider whether further
initiatives are necessary.

An exit report is prepared for each closure, where
we analyse the results we have achieved, what we
have learned and what relevant knowledge and
experiences we can take with us into future invest-
ments. The report must also clearly describe how the
investment has lived up to Swedfund’s requirements
and contributed to the objectives adopted at the time
of the investment.

*FUNDS FOR TECHNICAL ASSISTANCE (TA)

Read more on pages 47 and 84.
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How Swedfund creates value

Investments in the world
with a focus on sub-Saharan Africa

Swedfund’s investments have a wide geographical spread. In accordance with our Owner Instructions,
our focus is on the world's least developed countries, which above all means sub-Saharan Africa.
During the year, Swedfund has made many investments in new companies, along with a number of
additional investments in ongoing investments.

PERIOD REPORT 22.01.01-22.12.31
m New Investments

Q Ongoing Investments
o Additional investment in ongoing investments

G Exited Investments

GLOBAL

o Investment: EFP
Sector: Other

o Investment: Interact Climate Change Facility
Sector: Energy & Climate

G Investment: Global Medical Investments GMI AB
Sector: Health

AFRICA AND ASIA

@© investment: Apis Growth Fund Il LP
Sector: Financial inclusion

0 Investment: IFC Women Entrepreneurs Debt Fund LP
Sector: Financial inclusion

o Investment: Accion Digital Transformation Fund
Sector: Financial inclusion

o Investment: Climate Investor Two
Sector: Energy & Climate

ASIA

@ Investment: Apis Growth Fund I LP
Sector: Financial inclusion

o Investment: Climate Investor One
Sector: Energy & Climate

e Investment: Quadria Capital Fund Il
Sector: Health

Q Investment: Renewable Energy Fund Asia Il LP
Sector: Energy & Climate

o Investment: SUSI Asia Energy Transition Fund
Sector: Energy & Climate

m Investment: ASEAN Frontier Market Fund (AFMF)
Sector: Financial inclusion

Playing field

AFRICA

@ investment: AFIG Fund Il LP
Sector: Financial inclusion

0 Investment: African Development Partners Il LP
Sector: Financial inclusion

Q Investment: African Development Partners IIl LP
Sector: Financial inclusion

Q Investment: Africinvest Fund Il LLC
Sector: Financial inclusion

0 Investment: Africa Renewable Energy Fund Il
Sector: Energy & Climate

o Investment: African Rivers Fund Ill
Sector: Financial inclusion

o Investment: Bayport Management LTD
Sector: Financial inclusion

@ investment: d.light
Sector: Energy & Climate

0 Investment: ECP Africa Fund Ill PCC
Sector: Financial inclusion

Q Investment: Evolution I
Sector: Energy & Climate

Q Investment: Frontier Energy Fund Il
Sector: Energy & Climate

Q Investment: Investec 2 (IAPEF2)
Sector: Financial inclusion

0 Investment: Medical Credit Fund Il
Sector: Health

O Investment: Metier Sustainable Capital Fund Il
Sector: Energy & Climate

o Investment: Norsad Finance
Sector: Financial inclusion

0 Investment: SunFunder
Sector: Energy & Climate

o Investment: Tide Africa Fund Il
Sector: Financial inclusion

o Investment: TLG Credit Opportunities Fund
Sector: Financial inclusion

0 Investment: African Infrastructure Investment Fund 4
Sector:

0 Investment: BluePeak Private Capital Fund
Sector: Financial inclusion

0 Investment: Serengeti Energy
Sector: Energy & Climate

0 Investment: Vantage Mezzanine Fund IV
Sector: Financial inclusion
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How Swedfund creates value
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ADDITIONAL INVESTMENT FOR GROWTH
COMPANIES IN DRC, UGANDA AND ANGOLA

At the beginning of the year, an additional invest-
ment in African Rivers Fund 3 (ARF 3) was contract-
ed. ARF 3 invests through loans to SMEs in Uganda,
the Democratic Republic of Congo and Angola.

Finance institutions and access to finance are often
limited in developing countries, yet they are crucial
in enabling companies to become stronger and de-
velop and boosting job creation. The fund manager
strives to grow small businesses into medium and
large businesses. Since Swedfund's first investment
in August 2020, the fund manager has invested in
around 20 businesses and expects to provide growth
capital to around 30-40 businesses.

This additional investment also gives Swedfund the
opportunity to contribute to further improvements
in the fund's portfolio companies, especially as re-
gards ESG processes, labour rights, gender equality
and human rights.

WE DRIVE DIGITALISATION AND SUPPORT
FINANCIAL INCLUSION

In July, Swedfund invested in the Accion Digital
Transformation Fund, a fund that focuses on the
digital transformation of financial institutions in
developing countries.

An estimated 1.7 billion adults worldwide do not have

an account with a bank or financial services provider.

Most of these people live in developing countries.
Yet two-thirds of those without a bank account have
a mobile phone. Digitalisation can therefore play a
key role in making financial products and services
more accessible and tailored to the needs of the
target group. Digital solutions also facilitate further
improvements in reliable lending and collection
methods, as well as more efficient business models.

Accion have a long history of supporting both
micro-entrepreneurs and unbanked individuals by
supporting the digital transformation through cap-
ital, strategic and technical advice and governance
support.

EXPANSION OF SMALL-SCALE RENEWABLE
ENERGY IN AFRICA

During the first half of the year, Swedfund invested
USD 20 million in Serengeti Energy. Serengeti Ener-
gy develops, builds, owns and operates renewable
energy projects in sub-Saharan Africa, a region

that is heavily reliant on fossil fuels power gener-
ation and home to many people with no access to
electricity. The countries in the region are facing an
enormous need for renewable energy capacity, while
access to capital for energy projects that are in the
early growth phase is limited.

Serengeti Energy focuses on investing in and jointly
developing small to medium-sized grid-connected
renewable energy projects, with a focus on small-
scale water, solar and wind energy. By investing in
Serengeti Energy, Swedfund is helping to boost the
production of renewable energy for the national
grids. We are also strengthening our existing renew-
able energy portfolio with more small-scale hydro-
power and solar energy installations in sub-Saharan
Africa and contributing to sustainable economic
development. (Read more on pages 26-27)
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INVESTMENT IN CREDIT FUNDS

FOR JOB CREATION AND LOCAL
ECONOMIC GROWTH

Strengthening the growth and resilience of
SMEs is crucial for job creation and local
economic development. Many African mid-
sized companies find it difficult to obtain
funding from banks because they lack collat-
eral and a formal credit history.

To fill the funding gap facing these compa-
nies, Swedfund has invested in two leading
Africa based credit funds: BluePeak Private
Capital Fund (BluePeak) and Vantage
Mezzanine Fund IV (Vantage). The aim is to
improve access to long-term growth capital
and contribute to the further growth of
mid-sized companies, which is expected to
lead to significant job creation and improve
access to essential goods and services,
such as medicines and connectivity and
communication services.

BluePeak's financing solutions target SMEs
with a specific commitment to gender-lens
investments, reducing inequality and limiting
climate impact.

Vantage is the largest and one of the most
experienced mezzanine investors on the
African continent. The focus is on high-
growth medium-market businesses in a
number of sectors, but with priority being
given to sectors that particularly contribute
to a positive impact on society, such as in-
formation and communication technologies,
healthcare and infrastructure.

How Swedfund creates value

SWEDFUND SUPPORTS FINANCIAL
INCLUSION IN GEORGIA

Swedfund has made a second investment
in the Bank of Georgia to support financial
inclusion and the green transition.

The economy of Georgia has been adversely
affected by the Covid-19 pandemic and the
ongoing war in Ukraine. Declining tourism
and restrictions on domestic mobility have
triggered the biggest economic downturn
since the 1990s. This has led to rising
unemployment and poverty, and much of
the progress made in recent years has been
lost. By strengthening the capital base of
the systemically important Bank of Georgia,
Swedfund can help to stabilise the Georgian
financial system and contribute to continued
lending to Georgian customers.

The Bank of Georgia has a broad customer
base, a diverse loan portfolio and a strong
presence in every major sector of the
Georgian economy, as well as a proven track
record of supporting SMEs. Swedfund is
investing alongside EBRD in order to facili-
tate the expansion of the bank's portfolio of
green financing projects.

Investments

A STRONGER COMMITMENT TO EFP ICCF
REGARDING JOBS AND CLIMATE
European Financing Partners (EFP) and

the Interact Climate Change Facility (ICCF)
were created by the European development
finance institutions to create jobs and fight
climate change in developing countries.
Today, they form a common financial plat-
form and represent a very effective tool for
reaching out to those in greatest need.

Swedfund has been a financing partner in
EFP ever since 2004 and, through the colla-
boration, important and relevant projects
can be carried out with the aim of creating
sustainable jobs in developing countries.
Launched in 2011, the ICCF aims to finance
climate projects, such as renewable energy,
in developing countries. By demonstrating
the financial viability of the projects, EFP/
ICCF also aims to be catalytic and attract
additional sources of funding for the devel-
opment of jobs and sustainable energy in
emerging markets.

Emerging economies are at great risk of
being hit hard by climate change, yet the
impact of measures implemented at an early
stage can be significant. By providing long-
term financing for sustainable investments
in the world's poorest countries, Swedfund
is actively supporting the development of a
more energy-efficient and climate-friendly
global economy.

57

INVESTMENT TO REACH OUT TO

SMES AND INDIVIDUALS

To support the development of small enter-
prises and individuals in sub-Saharan Africa,
Swedfund has invested an additional EUR 15
million in the microfinance institution Plat-
corp, which is aimed at customers in Kenya,
Uganda and Tanzania.

Platcorp is a microfinance institution that
provides loans to both SMEs and individuals.
The group has a broad and efficient platform
for providing access to financing, enabling
Swedfund to reach out to entrepreneurs and
small enterprises in the region. At a time
when many countries are facing economic
challenges, our investment will help to
create the right conditions for increased
employment and financial inclusion.

Since Swedfund's investment in 2018,
Platcorp has developed ESG policies and
processes, built up an ESG team among

the subsidiaries, and worked proactively
with regard to customer protection and
gender equality issues. By providing TA
funds, Swedfund has also assisted Platcorp
in implementing the Women4Growth pro-
gramme, in order to support gender equality
initiatives among the subsidiaries and pilot
a climate-resistant agricultural loan product
(read more on page 31).
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make them financially viable and feasible. Through
procurements which give greater consideration to
sustainability and life-cycle costs, commercial op-
portunities are created for Swedish companies which

den (Sida, SEK, EKN, Business Sweden and others)
are also important partners in the work of the Project
Accelerator, which also involves Swedish businesses
in many cases.
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PROCUREMENT OF A NATIONAL "112 SYSTEM' FOR UKRAINE

Ukraine still uses different numbers for
its emergency services, including the
police, fire brigade and ambulance ser-
vices. By introducing a single national
emergency number, all emergency
services will become available through
a single phone number. Coordinating
relief efforts will significantly improve
efficiency and security in the event of
accidents, especially in cases where
several emergency resources need to
be alerted simultaneously.

In 2022, the Project Accelerator
received a request from the Ukrainian
Ministry of Internal Affairs regarding
preparation and support for the
procurement of a national 112 system.
This initiative is based on a feasibility

How Swedfund creates value

Examples from the Project
Accelerator’s operations

study that was completed in December
2021. This feasibility study describes
key aspects of the technical specifica-
tions, financial consequences and level
of integration for each rescue service.
However, the feasibility study must

be tailored based on the prevailing
circumstances due to the Russian
invasion. Procurement documentation
and project documentation also need
to be drawn up to facilitate interna-
tional financing. The support provided
by the Project Accelerator will include
updating of the previous feasibility
study, the preparation of procurement
documentation, a call for tenders and
support for the evaluation of incoming
proposals. The project is expected to
be completed in 2023.

=
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Project Accelerator
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Swedfund Integrated Report 2022 Results and governance

The portfolio
companies’ results

The portfolio companies’ results

This section, which opens the Directors' Report, presents the trends in the results of Swedfund's investment
portfolio. It also describes how Swedfund is working to achieve its stated goals and thus support the implemen-
tation of Agenda 2030. The trends in results are presented for all three pillars (impact on society, sustainability

and financial viability), and are illustrated using a number of indicators.

Workers at one.of-our since earlier
“exited invéStments in Ethiopia.*

The structure of the analysis and the indicators
chosen are based on the mission objectives adopted
for the company by the annual general meeting. The
performance indicators are defined in the objectives
set out in the Owner Instructions which have also
constituted the adopted goals for sustainable value
creation approved by the Board of Directors since
2020. In order to further clarify the trends in perfor-
mance under each pillar, Swedfund reports on the
additional performance indicators within the pillars
of impact on society and sustainability, which are
based on the business strategy approved by the Board
of Directors. The work has also taken into account
the State Ownership Policy and principles for state-
owned enterprises. As in previous years, Swedfund
is reporting the results of portfolio companies with
a one-year lag, which means that this year’s report

is based on the results of the portfolio companies in
2021.

Even though the pandemic significantly affected
Swedfund’s markets during 2021, the portfolio gener-
ally continues to show strong results. New invest-
ments are contributing to an increase in development
effects, while most older holdings have adapted their
operations and weathered the pandemic relatively
well. The results of the portfolio companies indicate

significant growth in direct jobs, especially in the
funds’ underlying companies, as well as increased
tax payments. The number of indirect jobs created
through supply chains, consumption and access to
finance and energy is also growing. Regarding gender
equality and women’s economic empowerment, the
portfolio is still close to the target level: 57 percent of
our investments are considered to fulfil at least one
of the 2X Challenge criteria; the target is 60 percent.
The proportion of female employees is declining,

but the proportion of women in senior positions is
increasing. Reported total greenhouse gas (GHG)
emissions from Swedfund’s portfolio and emissions
per invested Swedish krona have decreased. The
sustainability indicators regarding decent jobs and
management systems for environment and social
issues, along with anti-corruption, show that a
higher proportion of the companies that have been
in Swedfund’s portfolio for more than three years
are considered to meet the requirements that we
have set. A new indicator for reporting the financial
viability of funds has been introduced, and 63 percent
of direct investments increased both their sales and
profitability (EBIT), with the investment year as the
base year.
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Impact on society

0
2R

Indicator Type of goal
Climate impact Mission
objective
Gender equality Mission
and the women's objective
economic
empowerment
Other goal
Jobs Other goal
Tax revenues Other goal

Results and governance

Goal

By 2045, the com-
pany's investment
portfolio shall be
climate-neutral

Improved gender
equality in the com-
pany's investment
portfolio. Target level
>60% of investments
must fulfil the 2X
Challenge criteria no
later than three years
from the investment
date

Increase in the pro-
portion of women on
company boards and
in senior positions
and the overall work-
force

Increase in the num-
ber of employees in a
majority of companies
in the portfolio

Increased tax reve-
nues overall in the
portfolio

Definition

Total CO,e emis-
sions per scope
(thousand tonnes)

Reduced emissions
per invested Swed-
ish krona (tCO,e/
MSEK)

Proportion of in-
vestments fulfilling
the 2X Challenge
criteria

Development in

the proportion of
women on boards, in
senior positions and
in total %

Number of jobs in
the portfolio

Number and propor-
tion of companies
showing growth in
jobs

Number of indirect
jobs in the portfolio

Taxes and other
similar items (such
as minimum corpo-
rate tax) translated
into Swedish kronor
(SEK).

The portfolio companies’ results

1 CLIMATE
ACTION

O

GENDER
EQUALITY

¢

ility

inab

Susta

£

DEGENT WORK AND
ECONOMIC GROWTH

o

DEGENT WORK AND
ECONOMIC GROWTH

o

17 PARTNERSHIPS
FORTHE GOALS

&

S5 Financial viabili

Indicator

Decent working
conditions

Environment and
social management
system

Anti-corruption
management
system

Economically
sustainable
investments

Type of goal

Mission
objective

Other goal

Other goal

Mission
objective

Other goal

Mission
objective

Goal

Decent working
conditions in accord-
ance with the ILO's
Declaration on Funda-
mental Principles
and Rights at Work
shall be provided by
all the company's
investments within
no more than three
years from the date
of investment

Environmental and
social management
systems shall be
implemented by all

of the company's in-
vestments by no later
than three years from
the investment date

A management
system for combating
corruption shall be
implemented by all

of the company’s in-
vestments by no later
than three years from
the investment date

Turnover and profit-
ability shall increase
over a five-year
period, with the
investment year as
the base year. Target
level > 60%

Increased proportion
of holdings in the
fund portfolio with a
positive return

Increased mobili-
sation of private
capital. Target »30%
mobilised capital in
investments made by
Swedfund

67

Definition

Proportion of
investments
complying with the
ILO's Declaration
on Fundamental
Principles and
Rights at Work

DEGENT WORK AND
ECONOMIC GROWTH

o

P ! 10 5
investments that a
have implemented =)
environmental and A 4
social management
systems 12 mroisme
CCONSUMPTION
AANDPRODUCTION
Proportion of 16 e st
investments that INSTITUTIONS
have implemented z
an anti-corruption == |
management
system

Proportion of in-
vestments reporting
increased turnover
and profitability with
the investment year
as the base year

DEGENT WORK AND
ECONOMIC GROWTH

Proportion of funds
in the fund portfolio
reporting a positive
IRR

Total private capital
mobilised relative
to Swedfund's con-
tracted investment
volume
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of between 0-3 percent IRR. The corresponding
50 percent of the holdings show a negative return
expressed in terms of IRR.

Swedfund’s fund portfolio is relatively young, with
18 out of 26 funds in the sample contracted during the
past five years. The fact that the active fund portfolio
contains a relatively high number of younger funds
is one explanation why the proportion of holdings
with a negative IRR is equal to the proportion with a
positive IRR. A typical PE fund will normally need a
certain number of years of investment and work on
its underlying holdings before any growth in value
can be demonstrated. The indicator should therefore
be monitored over an extended period of time in
order to evaluate how a more mature portfolio will
develop over time.

CAPITAL MOBILISATION
Swedfund’s public policy assignment includes mobi-
lising at least 30 percent in private capital within the
investments we make.

For many years, Swedfund has acted catalyti-
cally and helped to mobilise private capital through
co-investments with private actors. The multilateral
development banks have developed a method for
calculating mobilised capital, and Swedfund annually
reports to EDFI in accordance with this method.

PROPORTION OF INVESTMENTS WITH A POSITIVE IRR (NET)

> 3%
<0%

Results and governance The portfolio companies’ results

VOLUME OF MOBILISED CAPITAL

The mission objective is monitored using 2020 as the
base year, and estimated mobilised capital is based on
contracted investments during the year, which means
that the goal is reported without a lag, unlike most
other indicators for the portfolio companies. During
2022, Swedfund is estimated to have contributed
private capital mobilisation corresponding to 20
percent of the total contracted value during the year,
which is at an unchanged level compared with 2021.
By comparison, the corresponding figure for 2020
was 42 percent. Privately mobilised capital during the
year is primarily attributable to the fund investments
African Infrastructure Investment Fund IV and
Accion Digital Transformation Fund.

Estimated mobilised private capital for 2022 is
below the target level of 30 percent, and a summary of
the entire period 2020-2022 also shows an outcome
below the target level. Greater uncertainty and risks
in the global economy have generally had a negative
impact on direct foreign investment, especially in
sub-Saharan Africa, which is making it more chal-
lenging to mobilise private capital in the short term.
At the same time, the view is that, through the invest-
ments which were approved in 2022, Swedfund has
helped to attract more private investors and capital in
the longer term.
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Results and governance

Grant-funded activity

Reducing poverty in developing countries requires an integrated approach and a variety of tools. Swedfund also receives
grants to promote sustainable procurement and initiatives relating to project preparation and support in developing
countries through the Project Accelerator. Swedfund also receives direct government funding for technical assistance
for quality-enhancing initiatives amongst portfolio companies and to increase the overall development effects that the

operation generates.

SWEDFUND PROJECT ACCELERATOR

Swedfund Project Accelerator is a vital tool in the
efforts being made to implement Agenda 2030. The
Project Accelerator aims to support public sector
project owners in OECD/DAC countries, so that more
sustainable projects can be developed and realised
within the areas of renewable energy, green infra-
structure and sustainable transportation.

The need for a tool like the Project Accelerator is
linked not only to the fact that too few projects are
being developed, but also the fact that sustainabil-
ity aspects are often not taken into account to the
desired extent in the projects that are developed,
procured and implemented. Through the funding
that Swedfund contributes, external expertise can
be brought in to assist with project development and
sustainable procurement. In this way, the Project
Accelerator helps to boost capacity and prevent coun-
tries from committing to solutions and technologies
that are unsustainable in the long term, and helps to
boost business opportunities for companies that offer
sustainable and long-term profitable solutions. The
Project Accelerator acts as a bridge to Swedfund’s
investment activities, not least in the field of energy.
The operation is also a concrete example of how syn-

ergies between trade and development cooperation
can be utilised and developed.

The Project Accelerator started its operations in
autumn 2016, and is funded through separate annual
appropriations. The grants are sourced from two
areas of expenditure: expense area 24 (Indutry and
trade) and expense area 7 (International develop-
ment cooperation). In 2022, the Project Accelerator
received MSEK 75 from expense area 7. From expense
area 24, the Project Accelerator received MSEK 10 in
2022-2023. In addition, MSEK 10 had already been
received for 2021-2022 from expense area 24. These
amounts include funds which Swedfund can utilise
to cover the organisation’s administration costs. In
spring 2022, three employees were recruited to man-
age the higher grant and a growing project portfolio.

A total of 61 initiatives have been initiated since
2016, 12 of which were initiated in 2022; some have
been concluded, while the others are in different
phases of engagement and activity. Projects are
usually preceded by a comprehensive anchoring
process. The project itself will then be carried out

over a period of approximately nine to twelve months.

The immediate result of the initiative funded by
Swedfund is normally a decision-making basis, which

Grant-funded activity

in turn forms the basis for the procurement of a
sustainable system to meet the needs of the country
concerned. Exactly when the procurement is subse-
quently realised will depend on the national and local
circumstances of the public stakeholder that is the
project owner.

Covid-19 greatly affected the operation and many
consultancy initiatives were delayed during 2021,
partly as a result of travel restrictions. The starting
point for the Project Accelerator has been a pragmat-
ic approach to ensuring the implementation of the
project whilst maintaining quality levels, as the
need for project preparation and support initiatives
increased as a result of the need for sustainable
projects for “build back better” in the poorest and
worst-affected countries. During 2022, the operation
was largely able to make progress without encoun-
tering similar obstacles. However, the war in Ukraine
and the economic impacts at macroeconomic level
have been felt in many of the countries in which the
Project Accelerator operates. As a result, the Project
Accelerator’s cooperation with various development
banks became increasingly pivotal in 2022.
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SWEDFUND PROJECT ACCELERATOR,
GENERAL STATUS

Aggregated Number
Total proposals received 473
Approved measures 61
Ongoing 43
Concluded initiatives 18

During 2022, new initiatives began in the following
countries: Ivory Coast, Gabon, Malawi, Malaysia,
Mozambique, Moldova, South Sudan, Ukraine and
Vietnam.

Since 2016, the Project Accelerator has also insti-
gated initiatives in the following countries: Albania,
Angola, Bolivia, Brazil, Burkina Faso, Colombia,
Egypt, Eswatini, Philippines, Georgia, Indonesia,
Kenya, Congo-Kinshasa, Laos, Lesotho, Namibia,
Rwanda, Senegal, Tanzania, Thailand, Uganda,
Zambia.

Sectors: Transport, energy, water and sewage,
forests and healthcare.
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Results and governance

Swedfund'’s results

Swedfund is Sweden's development finance institution for sustainable investments in the world's poorest countries. Swedfund is a wholly
state owned company and is administered by the Swedish Ministry of Finance. The operation is financed through capital injections from the
owner, along with reflows generated from the investment portfolio. Swedfund invests directly in companies and financial institutions and
indirectly through funds. This section presents Swedfund's results and financial position for the 2022 financial year, together with a follow-up

of the financial goals defined by the owners.

INVESTMENT ACTIVITIES

PORTFOLIO

During 2022, the efforts being made to develop and
alter the composition of the portfolio continued in line
with Swedfund’s strategy to invest in the three sectors;
Health, Energy & Climate and Financial Inclusion.

In 2022, Swedfund contracted fifteen (15) agreements,
of which eight (8) were new portfolio holdings and sev-
en (7) were additional investments in existing portfolio
companies. The total contracted value for contracted
investments during the year is equivalent to MSEK
2,100 and is divided into one equity investment, eight
fund investments and six loans. The contracted invest-
ments during the year are described below under the
respective sections for each sector.

In addition to contracted investments, deci-
sions were also made during the year regarding the
equivalent of an additional MSEK 1,400 in four fund
investments and two loans. For these investments,
contract negotiations are under way, with contracting
expected during the first half of 2023.

During the year, a total of five (5) portfolio holdings
were completely exited, including two (2) equity
investments and three (3) loans. In addition to the
fully exited portfolio holdings, two loans in co-financ-
ing facilities were also repaid in full. Net capital gains
in 2022 from the sale of shares and participations
amounted to MSEK 82.0 (97.3), with the capital gain
made during the year predominantly attributable to
partial sales in a number of mutual funds.

The book value of Swedfund’s portfolio of shares,
fund units and loans amounted to MSEK 4,121 (3,291)
as of 31 December 2022. Unrealised surplus values
of shares and fund units also amounted to MSEK 740
(403), measured at fair value. Together with contract-
ed, but as yet unpaid, commitments, the total value of
the portfolio at the end of the financial year amount-
ed to MSEK 8,435 (5,864), corresponding to a change
in value of 44%. Most of the change in the value of
the portfolio in 2022 can be attributed to the value
of this year’s contracted investment volumes, which
is significantly higher than the value of holdings that
were exited during the year. During 2022, the value of
the portfolio was also positively affected by currency
translation, as the Swedish krona noticeably weak-
ened during the year, particularly against the USD,
which is the dominant transaction currency in Swed-
fund’s investment portfolio. The estimated positive
effect on the portfolio value from currency transla-
tion is approximately 15%, corresponding to just over
MSEK 850 relative to the value at the start of the year.
The return on the investment portfolio expressed in
terms of IRR was stable in 2022 and is expected to
reach 5.1% at the year-end, compared with 5.4% at the
start of the year. IRR is calculated in USD, which is
the main transaction currency, and concerns the total
portfolio, with the 2013 investment year as the base
year. Changes in fair value and expected credit losses
had a slight negative impact on the IRR in 2022, while
some growth in ongoing income from net interest

Swedfund's results

income and dividends helped to maintain a stable
level of return for the portfolio as a whole.

INVESTMENTS

Energy & Climate sector

During 2022, Swedfund continued to invest in the

Energy & Climate sector based on the strategic

decision to invest exclusively in renewable energy

sources. The availability of cost-effective, reliable and
sustainable energy is one of the UN’s global goals for
sustainable development. The technical prerequisites
for energy supply through renewable sources are
often very good in developing countries, but many
energy projects cannot be implemented due to alack
of knowledge or funding. At the end of the period,

the Energy & Climate sector’s share of the total port-

folio’s contracted value corresponded to 33%, and

four (4) investments were contracted during 2022.

These are presented below:

* During the second quarter, an equity investment in
Serengeti Energy of up to MUSD 20 was contracted.
Serengeti develops, builds and operates renew-
able energy projects in a number of countries in
sub-Saharan Africa. Swedfund’s investment and
capital injection will facilitate further expansion
of the business, which is expected to help boost the
production of renewable energy in a region that
relies heavily on fossil fuels.
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¢ An additional investment of up to MUSD 1.9 in the
existing portfolio company d.light was contracted
during the fourth quarter. D.light operates in Africa
and India and offers, among other things, solar pan-
els for off-grid energy supply in rural areas, where
there is often no connection to the main electricity
grid. Swedfund has been a shareholder since 2018
and the current additional investment is in the form
of a convertible loan, which will enable d.light to
expand and grow further.

A fund investment in African Infrastructure
Investment Fund IV (AIIF), with a commitment

of up to MUSD 26, was contracted at the end of the
year. AIIF is a broad infrastructure fund, focused on
Africa, which includes investments in energy infra-
structure, digital infrastructure and transport and
logistics solutions. The fund is the first investment
that Swedfund has made in broader infrastructure,
which encompasses more than just clean energy
and climate infrastructure.

During the fourth quarter, an investment of up to
MUSD 35 in the Climate Investor Two fund was
contracted. This fund finances projects and activi-
ties aimed at climate adaptation, i.e. adaptations of
communities to the effects of the changing climate.
Investments are focused on areas such as water,
waste management and maritime projects, and the
fund has a broad geographical focus on developing
countries in Africa and Asia.
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Financial Inclusion sector
In developing countries, small and medium enter-
prises are responsible for the majority of jobs and
are thus a driving factor in the economic and social
development of the countries concerned. A shortage of
funding is one of the most limiting factors as regards
the ability of these businesses to grow. Swedfund’s
investments in financial institutions and funds in
these markets are helping to boost financial inclusion
through lending and the provision of venture capital
to businesses and entrepreneurs. The sector’s share
of Swedfund’s investment portfolio is around 59%.
During 2022, eleven (11) investments were contracted
in the Financial Inclusion sector:
¢ An additional investment of up to MUSD 4.5 in the
existing African Rivers Fund III (ARF) portfolio
holding was contracted during the first quarter.
In 2020, Swedfund became an investor in ARF in
the first closing of the fund. ARF is a credit fund
which predominantly focuses on direct loans, as
well as loans with equity elements, to small and
medium enterprises in the DACI countries of the
Democratic Republic of Congo, Uganda and Angola.

An investment in the Blue Peak Private Capital
Fund (Blue Peak) was contracted during the second
quarter. Blue Peak is a credit fund which invests
through various types of debt instruments with a
broad focus on sectors and countries in Africa, pri-
marily in West and East Africa. The fund’s strategy
focuses on SMEs, where there is a strong need for
funding that cannot be met by local and regional
banks. Swedfund’s investment involves a commit-
ment of up to MUSD 20 in Blue Peak.

An additional investment in the Bank of Georgia, an

existing portfolio company, was contracted during
the second quarter. The additional investment of
MUSD 15 relates to an Additional Tier 1 (AT1) loan,
which will result in an increase in the bank’s Tier

1 capital. This is Swedfund’s first loan through this
type of loan instrument. The purpose of the loan

is to support Bank of Georgia’s expansion of its
portfolio of green financing projects which will help
to accelerate Georgia’s transition towards more
renewable energy.

Results and governance

 During the third quarter, an investment of up to
MUSD 25 in Vantage Mezzanine Fund IV (Vantage)
was contracted. Vantage is a credit fund that
primarily invests through various debt instru-
ments aimed at medium businesses seeking growth
capital in West, East and North Africa. The fund
invests broadly across numerous sectors, including
information and communication technologies,
healthcare and infrastructure.

An investment of up to MUSD 15 in the PE fund
Accion Digital Transformation Fund (Accion) was
contracted during the third quarter. Accion is a

fund which focuses on the digital transformation
of financial institutions in developing countries in
Africa and South and Southeast Asia. A high pro-
portion of adults in developing countries currently
have no account with a bank or other financial
institution, and the digitalisation of financial prod-
ucts and services can help to make such accounts
available to a wider audience.

An additional investment in the European Finance
Partners (EFP) and Interact Climate Change
Facility (ICCF) co-financing facilities was contract-
ed during the fourth quarter. Swedfund has been a
financing partner in EFP since 2004, and in ICCF
since its launch in 2011. With an increased commit-
ment of MEUR 10, Swedfund’s total commitment
amounts to MEUR 45 in a now-common EFP/ICCF
platform, where underlying projects are distri-
buted between the Energy & Climate and Financial
Inclusion sectors.

A fund investment of up to MUSD 10 in the Asean
Frontier Market Fund (AFMF) was contracted
during the fourth quarter of 2022. AFMF is a
sector-agnostic PE fund which focuses on invest-

ments in growth companies in Southeast Asia, with
Cambodia and Laos as the primary countries in
focus. This represents a broadening of the geogra-
phical exposure and complements Swedfund’s
existing investment portfolio well.

During the fourth quarter, an investment of up to
MUSD 2.5 in the Nordic Horn of Africa Opportu-
nities Fund (NHAO) was also contracted. NHAO is
a credit fund which focuses on small and medium

Swedfund's results

enterprises in Somalia, where there is a strong need
for capital for loan financing. The investment in
NHAO represents Swedfund’s first investment in
Somalia.

During the fourth quarter, an extended loan com-
mitment of an additional MEUR 15 was contracted
with the existing portfolio company Platcorp.
Platcorp is a microfinance institution which pro-
vides credit to both small and medium enterprises
and individuals and has been part of Swedfund’s
investment portfolio since 2019. The expanded
loan commitment is aimed at customers in Kenya,
Uganda and Tanzania.

An additional investment and expanded loan com-
mitment of MUSD 2.5 to microfinance institution
Bayport was contracted during the fourth quarter.
The loan will be targeted at Bayport’s operations

in Mozambique, Tanzania and Uganda. Bayport

has been a portfolio company since 2016 and, in
connection with the expanded commitment, the
existing loan agreement is being transferred to a
new loan agreement over a period of five years with
a total outstanding loan of MUSD 20.

At the year-end, agreement was reached concerning
aloan and expanded commitment of up to MUSD 4
in the existing portfolio company Kineyti Venture
Capital. Kineyti is an investment company which
was founded in 2012 as a joint venture between
Swedfund and Norfund, the Norwegian develop-
ment finance institution. The company operates in
South Sudan with the aim of contributing to private
sector development in the country by offering loan
financing to small and medium enterprises across a
range of industries.

Health sector

In developing countries, around 400 million people
have no access to basic healthcare and the quality of
care that is provided is often poor. This is in part due to
ashortage of qualified doctors and medical person-
nel, infrastructure and medicines. As a proportion of
Swedfund’s investment portfolio, the Health sector
amounted to 6% at the year-end. During the year, no
new investments were contracted in the Health sector.
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DIVESTMENTS

During the year, five (5) portfolio holdings were fully
concluded, including two equity investments and
three funds.

Disposals of shares and participations

* All shares in Elgon Road Developments Ltd were
divested during the first quarter without any ma-
terial impact on earnings. Swedfund has invested
and been an owner in the property company Elgon
Road since 2008, with the capital being used to
build and commission a hotel property in Nairobi.
Through the investment, Swedfund has contributed
to the creation of almost 400 direct jobs, a high
proportion of which were taken up by women, with
the business becoming the first hotel in Kenya to
be Green Key-certified. The business was adversely
affected by the Covid-19 pandemic, with the result
that no commercial activity was conducted during
parts of 2020 and the whole of 2021. The entry of a
new industrial owner has enabled the business to
be restarted.

During the first quarter, all shares in Global Medical
Investments AB (GMI) in the Health sector were di-
vested. Swedfund has been an investor in GMI since
its formation in 2009 and the company has entailed
ajoint ownership between Swedfund and Elekta,
which together with minority owners and local
partners have invested in and developed a number
of cancer clinics in several developing countries,
including Ecuador, the Dominican Republic and
Ghana. The divestment of Swedfund’s shares in
GMI took place through a transfer to the other main
owner and resulted in the earnings effect that is
recognised in the capital gain for the year being less
positive.

Exiting of loans

During 2022, three loan investments were concluded

in their entirety:

¢ An outstanding loan to Prasac Microfinance Institu-
tion Ltd in Cambodia was repaid in full during the
first quarter, with the result that the entire loan
amount of MUSD 25 to Prasac has now been repaid.
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Meheret Woldemariam and Namrot Legesse,
in a café in Addis Ababa, Ethiopia.
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Results and governance Financial statements

Income statement

2

Amounts in TSEK Note 2022 2021
Shares and fund units

Dividends received 3,4 23,396 28,075
Sales proceeds 3,4 126,345 312,162
Acquisition cost of disposed of shares and fund units 4 -46,307 -214,632
Income from shares and fund units 103,434 125,606
Group companies, associates and joint ventures

Dividends received 3,4 0 1,204
Sales proceeds 3,4 192 2,800
Acquisition cost sold equity 4 1,769 -3,000
Net income from group companies, associates and joint ventures 1,961 1,004
Interest income and expenses

Interest income 3 132,171 92,530
Interest expenses -18,123 -7,744
Income from interest-bearing instruments 114,048 84,787
Other portfolio income and portfolio costs

Other portfolio income 3 1,505 341
Other Portfolio Expenses -6,123 7,282
Currency effects 147,084 60,972
Income from other portfolio income and portfolio costs 142,466 54,030
Write-downs and loan losses

Write-downs of shares and fund units, net -47,089 53,827
Write-downs of group companies, associated companies and joint ventures, net 0 -17,999
Write-downs for loan losses, net -59,691 17,116
Net income from write-downs and loan losses -106,780 18,712
INCOME FROM INVESTMENT ACTIVITIES 255,129 284,138
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Notes

NOTE 1| SIGNIFICANT ACCOUNTING POLICIES

INTRODUCTION
This report concerns Swedfund International AB
(556436-2084), which is a limited company regis-
tered in Sweden with its head office at Drottninggatan
92-94, SE-103 65 Stockholm, Sweden.

On 24 March 2023, the board of directors approved
this annual report, which will be presented to the
annual general meeting on 25 April 2023.

BASIS OF ACCOUNTING
Swedfund International AB has produced this annual
report in accordance with International Financial Re-
porting Standards (IFRS) issued by the International
Accounting Standards Board (IASB) and as adopted
by the EU. In addition, the standards of the Swedish
Financial Reporting Board and its recommended
RFR 2 Supplementary Accounting Rules for Legal
Entities have also been applied. Thus, in accordance
with RFR 2, Swedfund applies a series of exemptions
from IFRS based on the relationship between taxa-
tion and accounting in the Annual Report Act.
Swedfund does not produce consolidated financial
statements in accordance with ARL Chapter 7, § 3, (a)
where the holdings of subsidiaries are considered to
be of non-material importance.

CHANGES IN ACCOUNTING POLICIES
Changes to standards during 2022 have not had a
significant impact.

CLASSIFICATION

Fixed assets and non-current liabilities consist essen-
tially of amounts that are expected to be recovered

or paid after more than 12 months from the balance

Results and governance

sheet date. Current assets and current liabilities
consist essentially of amounts that are expected to
be recovered or paid within 12 months of the balance
sheet date.

FUNCTIONAL CURRENCY

The Company’s functional currency is the Swedish
kronor (SEK), which is also its reporting currency.
All amounts are in SEK thousands unless otherwise
stated. Functional currency is the currency of the
primary economic environments in which the com-
panies conduct their business.

TRANSACTIONS IN FOREIGN CURRENCY
Transactions in foreign currencies are translated into
Swedish kronor at the exchange rate prevailing on the
transaction date. Monetary assets and liabilities in
foreign currencies are converted into Swedish kronor
at the exchange rate on the balance sheet date. Ex-
change-rate differences arising from translation are
reported in Profit/Loss for the Year. Non-monetary
assets and liabilities that are reported at historical
acquisition value are translated at the exchange rate
prevailing on the transaction date.

STATE AID
Swedfund has received government grants for devel-
opment cooperation activities (framework grants)
for Swedpartnership (to SMEs), Technical Assistance
(technical assistance) and Swedfund Project Acceler-
ator (support for project preparatory efforts).

Assets under management are recognised in the
balance sheet (cash, receivables from recipients
and liabilities to the grantor) until the operations/
projects are completed.

See also below in the section, Income.

Notes

CASH FLOW STATEMENT

The cash flow statement is prepared according to the
indirect method. ‘Cash and cash equivalents’ means
short-term investments and bank balances, excluding
loans pledged and liquid assets within Swedpartner-
ship, Technical Assistance and Swedfund Project
Accelerator.

REVENUE

Swedfund applies IFRS 15 regarding revenue
accounting. IFRS 15 deals with the accounting of
revenue from contracts with customers and the sale
of certain non-financial assets. It superseded IAS 11
Construction contracts and IAS 18 Revenue together
with related interpretations. The new standard
entails a new revenue recognition model based on
when the control of a product or service is transferred
to the customer and revenue being accounted for in
an amount that reflects the remuneration that the
Company would be expected to be entitled to receive
in exchange for the product or service. Swedfund’s ap-
plication of revenue recognition in accordance with
IFRS 15 makes no material difference compared with
the previous standard.

Swedfund is an investment company whose opera-
tions consist mainly of the acquisition, development
and sale of shares and participations in, and loans
to, listed and unlisted companies. The main revenue
consists of dividends, proceeds from the sale of shares
and participations and interest income.

Other operating income consists of an adminis-
trative fee to cover administrative expenses for the
management of state aid for the establishment by
means of a depreciation loan to Swedish small and
medium-sized companies within the Swedpart-
nership (SWP). As Swedfund work is carried out
continuously, income is reported according to a linear
method.
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In addition, revenues attributable to government
grants for Technical Assistance (TA) and Swedfund
Project Accelerator (SPA) are included. Revenue is
based on actual consumed resources. The Production
method is thus used as a method for calculating per-
formance commitments. Appropriations are system-
atically accrued in the profit or loss for the Year in the
same way and over the same periods as the costs that
contributions are intended to compensate for.

INCOME FROM SHARES AND FUND UNITS
Dividends received from shares and fund units are
reported in the item “Dividends received” when the
right to receive payment is determined. Income from
share sales and dividends pertains to the Company’s
equity and fund holdings.

Sales proceeds are recognised when the transfer
is made in accordance with the terms of sale and the
amount the liquidity is expected to be received.

INCOME FROM PARTICIPATIONS IN GROUP
COMPANIES, ASSOCIATES AND JOINT VENTURES
Dividends received from participations in group
companies, associates and joint ventures are recog-
nised under the item “Dividends received” when the
right to receive payment is determined. Proceeds
from sales and dividends relate to the Company’s
shareholdings.

Sales proceeds are recognised when the transfer
is made in accordance with the terms of sale and the
amount the liquidity is expected to be received.

INCOME FROM INTEREST-BEARING INSTRUMENTS
Income from interest-bearing instruments refers to
interest income and expenses related to loan receiva-
bles and liabilities to credit institutions. Liabilities to
credit institutions refers to borrowings to protect the
Company from exchange rates fluctuations.
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Note 2 (cont.)

DEFERRED TAX/VALUATION OF LOSS
CARRYFORWARDS

MAIN SOURCES OF UNCERTAINTY IN ESTIMATES
Deferred tax assets and liabilities are reported for
temporary differences and for unused loss carryfor-
wards. The estimated tax effects of these loss carry-
forwards are recognised as fixed assets.

ASSESSMENTS WHEN APPLYING

ACCOUNTING POLICIES

If necessary, external advisers are used to assess the
magnitudes of the deficits. If the Company’s manage-
ment considers that the Company can, in the near
future, benefit from the future lower payments that
existing tax deficits will give rise to, a deferred asset
is reported.

ACCOUNTING FOR INCOME TAX, VALUE ADDED
TAX AND OTHER TAXES

MAIN SOURCES OF UNCERTAINTY IN ESTIMATES
Accounting for these items is based on an evaluation
of income tax, VAT and other tax rules in the coun-
tries where Swedfund is active.

ASSESSMENTS WHEN APPLYING

ACCOUNTING POLICIES

Due to the overall complexity of all tax and account-
ing rules, management must be involved in the
assessment of the classification of transactions and
in the estimation of probable outcomes in respect of
claims for deductions, disputes and future payment
requirements. If necessary, external advisers are
engaged in this assessment.

Results and governance

Notes

NOTE 3 | REVENUE DISTRIBUTED BY GEOGRAPHICAL AREA AND TYPE OF REVENUE

The Company’s revenues are distributed in different geographical areas, as below.

Latin Eastern
2022 Africa Asia America Europe Other Total
Share sales 42,810 13,778 - - 69,757 126,345
Distribution of shares 19,152 2,561 - - 1,684 23,396
Group and/or 192 - - - - 192
associated companies’ sales
Group and/or - - - - - -
associated companies’
dividends
Interest income 72,400 30,970 = 24,236 4,565 132,171
Other portfolio income 1,486 19 S = = 1,505
Total 136,040 47,327 - 24,236 76,005 283,609

The division of revenue is based on how the activities and information are regularly reviewed and followed up by

the executive management.

Other operating income 2022 2021
Technical Assistance and Swedfund Project Accelerator 62,106 35,334
Date of revenue recognition in accordance with IFRS 15

Services transferred over time, management fee Swedpartnership 1,825 3,232
Total 63932 38,566

NOTE 4 | EARNINGS FROM SHARES AND FUND UNITS

Income from shares and

Net income from group
companies, associates and

fund units joint ventures
2022 2021 2022 2021
Dividends 23,396 28,075 - 1,204
Sales proceeds 126,345 312,162 192 2,800
Total cost of equity sold -46,307 -267,071 -172,540 -7,600
Written-down value of equity sold 52,440 174,309 4,600
Total 103,434 125,606 1,961 1,004
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NOTE 5 | SWEDPARTNERSHIP, TECHNICAL ASSISTANCE (TA
FUNDS) AND SWEDFUND PROJECT ACCELERATOR

Swedpartnership 2022 2021
Other operating income 1,825 3,232
Other operating expenses -1,825 -3,232
Total (o] [o]

Technical assistance 2022 2021

Other operating income 12,222 11,045
Other operating expenses -12,222 -11,045
Total o] (0]

Swedfund Project Accelerator 2022 2021

Other operating income 49,885 24,289
Other operating expenses -49,885 -24,289
Total 0] (o)
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Results and governance

Corporate governance report

CORPORATE GOVERNANCE IN SWEDFUND
Swedfund is a limited company wholly owned by the
Swedish Government with a public policy assign-
ment, which is set out in the Owner Instructions.

According to the mission, Swedfund shall con-
tribute to attainment of the goal set out in Sweden’s
Global Development Policy of fair and sustainable
global development and, together with strategic part-
ners, the company must contribute to investments
which are not deemed to be realisable solely through
commercial financing. Swedfund must ensure that
the investments are sustainable from an economic,
environmental, climate and social perspective.

The Owner Instructions set out a number of
mission objectives for the organisation. These are
described in more detail in the Directors’ Report
under the Portfolio companies’ results section on
pages 66-81.

Both external and internal regulations form the
basis for Swedfund’s governance. The Board of Di-
rectors has established guidelines for the company’s
operations with the aim of providing guidance for the
organisation and its employees. Swedfund applies
the Swedish Corporate Governance Code (“the
Code”). Deviations from this Code for the financial
year are explained below. The main reason behind
such non-conformities is Swedfund’s ownership
circumstances, with Swedfund being a wholly state-
owned company and thus not a listed enterprise
with dispersed ownership. The company’s auditors
have conducted a statutory review of the corporate
governance report.

The State Ownership Policy, the Owner Instruc-
tions for the company, the articles of association
and the goals established by the general meeting
and the board of directors govern the operation.
Swedfund’s strategy and policy documents form the

starting point for the implementation of the mission.
Swedfund’s policies form a key part of the company’s
values, governance and internal control, and are
continually being incorporated into working methods
and agreements. The training of Swedfund staff and
external board members amongst the portfolio com-
panies is ongoing. The company is also affiliated to a
number of international conventions and regulations
which have impacted on the working methods that
are followed in different ways.

THE CODE OF CONDUCT

The Code of Conduct forms part of the state’s
corporate governance framework. Swedfund follows
the Code of Conduct in accordance with the owner’s
guidelines.

DEVIATIONS FROM THE CODE OF CONDUCT
Swedfund deviated from the provisions of the Code of
Conduct during the 2022 financial year with regard to
the following points:

(i) Nomination committee. Due to its ownership
structure, Swedfund has no nomination commit-
tee. Instead, the nomination process for board
members, election of a chair for meetings and
appointment of auditors is based on a separate
process for state owned companies in accordance
with the State’s Ownership Policy.

(i) Theboard of directors’ independence in relation
to the owner. In accordance with the State’s Own-
ership Policy, Swedfund does not report whether
or not board members are independent of the
owner.

(iii) Remuneration committee. The board of directors
has instead opted to perform this task

Corporate governance report

CORPORATE GOVERNANCE AMONGST THE PORT-
FOLIO COMPANIES

As regards investments through equity, Swedfund
normally has a role as a minority shareholder, but
normally endeavour to ensure that it holds a board
position.

In connection with fund investments, Swedfund
is often represented on the fund’s advisory board.
Through active ownership based on the three pillars,
governance and follow-up take place through,
amongst other things, board work, self-evaluations

GOVERNING DOCUMENTS

Ownership instructions

Articles of association

Board of director’s rules of procedure
Delegation of authority policy and authorisation
policy

® Swedfund's strategic missions concerning
sustainable value creation

® Policies and code of conduct in accordance with
Swedfund's Ethical compass; see page 64.
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and ESG advocacy work. The management of Swed-
fund’s investments involves incorporating the compa-
ny’s policies in investment agreements as and when
appropriate. Information on the development of

the portfolio companies is obtained through regular
owner dialogues, the follow-up of annual reports and
other agreed information.

Swedfund strives to maintain an active dialogue with
stakeholders such as owners, business partners, civil
society organisations, trade unions and media repre-
sentatives. For further information, read Swedfund’s
stakeholder and materiality analysis on pages 121.

Important
internal requlations

and governing
documents

Important external
regulations

Swedish Companies Act

Accounting legislation and recommendations

The State's Ownership Policy and Guidelines for
State-Owned Enterprises

Swedish Corporate Governance Code

International and transparency commitments and
guidelines in accordance with the Ethical compass;
see page 64.
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Signatures of the board of directors

Swedfund International AB’s board of directors and Swedfund International AB has produced this ommended RFR 2 Supplementary Accounting Rules Reporting Initiative (GRI). The information provided

CEO hereby submit Swedfund International AB’s annual report in accordance with International for Legal Entities have also been applied. corresponds with the factual circumstances and

integrated report, including the annual report, sus- Financial Reporting Standards (IFRS) issued by the The annual report also includes the company’s nothing of any material importance has been omitted

tainability report and Communication on Progress International Accounting Standards Board (IASB) sustainability report in accordance with Chapter 6 which could impact on the picture of the company

(COP) for 2022. and as adopted by the EU. In addition, the standards Section 11 of the Swedish Companies Act, and the which is given in the annual report, the sustainability
of the Swedish Financial Reporting Board and its rec- sustainability report in accordance with the Global report and the COP.

Stockholm, 24 March 2023

Catrin Fransson Kerstin Borglin Catrina Ingelstam
Chair
Roshi Motman Daniel Kristiansson Torgny Holmgren Jonas Eriksson
Maria Hakansson
Chief Executive Officer

Our audit report was submitted on 24 March 2023

Jesper Nilsson
State-Authorised Public Accountant, Ernst Young AB
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Auditor’s report

To the general meeting of the shareholders of Swedfund International AB, corporate identity number 556436-2084

REPORT ON THE ANNUAL ACCOUNTS

OPINIONS

‘We have audited the annual accounts of Swedfund
International AB for the 2022 financial year, with the
exception for the corporate governance statement
on pages 128-132. The company’s annual report is
included on pages 66-127 in this document.

In our opinion, the annual report has been
prepared in accordance with the Swedish Annual
Accounts Act and in all material respects gives a true
and fair picture of Swedfund International AB’s finan-
cial position as of 31 December 2022 and of its finan-
cial results and cash flow for the year in accordance
with the International Financial Reporting Standards
(IFRS), as adopted by the EU and the Swedish Finan-
cial Reporting Board and its recommendation RFR 2
and the Swedish Annual Accounts Act. Our opinions
do not cover the corporate governance report on
pages 128-132. The directors report is consistent with
the other parts of the annual accounts and consoli-
dated accounts. We therefore recommend that the
annual general meeting adopt the income statement
and balance sheet.

BASIS FOR OPINIONS
‘We conducted our audit in accordance with Inter-
national Standards on Auditing (ISA) and generally
accepted auditing standards in Sweden. Our respon-
sibilities under those standards are further described
in the Auditor’s Responsibilities section. We are inde-
pendent of Swedfund International AB in accordance
with professional ethics for accountants in Sweden
and have otherwise fulfilled our ethical responsibili-
ties in accordance with these requirements.

We believe that the audit evidence we have ob-
tained is sufficient and appropriate to provide a basis
for our opinions.

Results and governance

OTHER INFORMATION THAN

THE ANNUAL ACCOUNTS

This document also contains other information than
the annual accounts and is found on pages 1-65 and
128-156. The remuneration report for the financial
year 2022 also contains other information. The Board
of Directors and the Managing Director are responsi-
ble for this other information.

Our opinion on the annual accounts does not cover
this other information and we do not express any
form of assurance conclusion regarding this other
information.

In connection with our audit of the annual ac-
counts our responsibility is to read the information
identified above and consider whether the infor-
mation is materially inconsistent with the annual
accounts. In this procedure we also take into account
our knowledge otherwise obtained in the audit and
assess whether the information otherwise appears to
be materially misstated.

If we, based on the work performed concerning this
information, conclude that there is a material mis-
statement of this other information, we are required
to report that fact. We have nothing to report in this
regard.

RESPONSIBILITIES OF THE BOARD OF DIRECTORS
AND THE MANAGING DIRECTOR

The Board of Directors and the Managing Director
are responsible for the preparation of the annual
accounts and that they give a fair presentation in
accordance with the Annual Accounts Act. The Board
of Directors and the Managing Director are also re-
sponsible for such internal control as they determine
is necessary to enable the preparation of annual
accounts that are free from material misstatement,
whether due to fraud or error.

Audit report

In preparing the annual accounts, The Board of
Directors and the Managing Director are responsible
for the assessment of the company’s ability to con-
tinue as a going concern. They disclose, as applicable,
matters related to going concern and using the going
concern basis of accounting,.

AUDITOR'S RESPONSIBILITY

Our objectives are to obtain reasonable assurance

about whether the annual accounts as a whole are

free from material misstatement, whether due to
fraud or error, and to issue an auditor’s report that

includes our opinions. Reasonable assurance is a

high level of assurance, but is not a guarantee that

an audit conducted in accordance with ISAs and

generally accepted auditing standards in Sweden will

always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are

considered material if, individually or in the aggre-

gate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of
these annual accounts.

As part of an audit in accordance with ISAs, we
exercise professional judgment and maintain profes-
sional scepticism throughout the audit. We also:

« Identify and assess the risks of material misstate-
ment of the annual accounts, whether due to fraud
or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis
for our opinions. The risk of not detecting a material
misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrep-
resentations, or the override of internal control.

¢ Obtain an understanding of the company’s internal
control relevant to our audit in order to design audit
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procedures that are appropriate in the circumstanc-
es, but not for the purpose of expressing an opinion
on the effectiveness of the company’s internal
control.

Evaluate the appropriateness of accounting policies
used and the reasonableness of accounting esti-
mates and related disclosures made by the Board of
Directors and the Managing Director.

Conclude on the appropriateness of the Board of
Directors’ and the Managing Director’s use of the
going concern basis of accounting in preparing the
annual accounts. We also draw a conclusion, based
on the audit evidence obtained, as to whether any
material uncertainty exists related to events or con-
ditions that may cast significant doubt on the com-
pany’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report
to the related disclosures in the annual accounts or,
if such disclosures are inadequate, to modify our
opinion about the annual accounts. Our conclusions
are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events
or conditions may cause the company to cease to
continue as a going concern.

« Evaluate the overall presentation, structure and
content of the annual accounts, including the
disclosures, and whether the annual accounts
represent the underlying transactions and events in
amanner that achieves fair presentation.

‘We must inform the Board of Directors of, among
other matters, the planned scope and timing of
the audit. We must also inform of significant audit
findings during our audit, including any significant
deficiencies in internal control that we identified.
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ABOUT OUR GRI REPORTING

Swedfund’s 2022 Integrated Report is an inte-
grated report in which sustainability information is
integrated with the financial information. The report
has been prepared drawing on inspiration from the
International Integrated Reporting Council’s ITRC)
framework, The International Framework.

The report follows the Swedish Government
Offices’ “Guidelines for external reporting for com-
panies with state ownership”. According to these
principles, sustainability reports must be prepared
in accordance with the Global Reporting Initiative’s
(GRI) guidelines or another international framework
for sustainability reporting. Rules concerning sus-
tainability reporting applicable to larger companies
in accordance with the Swedish Annual Accounts Act
also apply. Information in the sustainability report
will be reviewed and verified by the auditor who is
appointed as the company’s auditor.

Swedfund’s sustainability report has been prepared
in accordance with the new revised Global Reporting
Initiative (GRI) Standards 2021 reporting framework.
GRI G4 Sectors Disclosures, Financial Services, is no
longer used in GRI Index. The company’s overarching
ambition behind its reporting is for it to be transpar-
ent and provide material and reliable information to
our stakeholders. The sustainability information in

Results and governance

this report has been audited by Ernst & Young. Swed-
fund published its first sustainability report in 2008.

The intention behind the report is to illustrate how
Swedfund, as a development finance institution, is
contributing to the implementation of Agenda 2030
through sustainable investments in companies in
developing countries. Results from Swedfund’s own
activities are reported when they have a significant
impact from a sustainability perspective. Swedfund
primarily purchases services and products for office
operations in Stockholm and Nairobi, and employs
consultants for screening and monitoring the port-
folio companies. Sustainability aspects in the supply
chain are managed through procurement guidelines
and agreements, but are not considered to be of
significance for the report.

As in previous years, the sustainability report
focuses on the results of the portfolio companies,
which are reported aggregated at portfolio level.
Swedfund has non-controlling interests in portfolio
companies, and these are not consolidated in the fi-
nancial statements and their financial results are only
indirectly covered by the report. The reporting period
for information regarding Swedfund is 1 January - 31
December 2022, and for the portfolio companies’
results 1 January — 31 December 2021. There were no
significant changes in the information or reporting

Additional sustainability information

during the year. The report is published annually, on
this occasion on 31 March 2023.

Swedfund is also signatory to the UN Global
Compact’s 10 principles and the UN Principles for
Responsible Investment (UN PRI). In separate
reports, Swedfund reports on how the UN Global
Compact’s principles and UN PRI’s principles are
being applied within the organisation and the invest-
ment process.

CONTACTS
Karin Kronhoffer, Director of Strategy and
Communication.
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INDEX FOR SUSTAINABILITY REPORTING IN
ACCORDANCE WITH GUIDELINES FOR EXTERNAL
REPORTING FOR COMPANIES WITH STATE
OWNERSHIP

Indicator Page reference
Business model 2-3, 34-35
Results
Environment 70-71,78,143
Social conditions and staff 72-74,76-77,103,
143-144
Human rights 76-77,142-143
Anti-corruption 79,144
Sustainability Policy and Anti- 50-51, 64-65,

corruption Policy and audit 76-79,142-144

procedures

Material sustainability risks and
their management 42-44

STAKEHOLDER AND MATERIALITY ANALYSIS

The roadmap to achieving the UN’s Sustainable
Development Goals (SDGs) is complex and requires a
stronger partnership between many different stake-
holders. For Swedfund, the ongoing dialogue with
our principal stakeholders is essential to the success
of our mission. Dialogue is pivotal in the process of
identifying the key issues for us as a development
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GRI index

Results and governance

Swedfund International AB reports in accordance with GRI Standards
for the reporting period 1 January 2022 - 31 December 2022.

GRI STANDARDS INDEX 2021

GRI index

Statement concerning use

Swedfund International AB hereby reports in accordance with GRI
Standards and the report covers the reporting period 1 January

2022 - 31 December 2022.

GRI 1 standard

GRI 1: Pillar 2021

GRI Sector standard

No sector standard is available yet.

GRI STANDARD DISCLOSURE NAME OF DISCLOSURE

General information

OMISSION

REQUIREMENT FROM
WHICH THE OMISSION
HAS BEEN MADE

PAGE REFERENCE REASON FOR THE OMISSION

145

EXPLANATION

GRI 2: The organisation and its reporting methods
.General . 2-1 Information about the organisation 0-1, 52-53, 128-129, 145
information
2021 2-2 Entities covered by the sustainability report 98, 140

2-3 Disclosure period, frequency and contact person 140

2-4 Changes in previously disclosed information 140

2-5 External assurance 130, 151

Activities and employees

2-6 Activities, value chain and other business relationships 2-5, 38-39, 86-87, 140,

144
2-7 Employees 90, 103, 143-144 2-7-b Confidential information Details concerning employment

types are not reported, in order
to guarantee confidentiality given
Swedfund's size.
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