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Measurement and
Management




)J Impact measurement and management in practice
The experience of ADA and IforD

About IforD Investing for Development About ADA oVeole
Société d’'Investissement a Capital Variable .
» Impact investment manager » Luxembourg-based NGO,
established in 2009 promoting the development of
> Strong social vision, focused on inclusive finance for +30 years
emerging economies [ Qp\ » Acts as the investment advisor
» Luxembourg umbrella fund ‘ Jo - of LMDF:
structure with 3 sub-funds, one of Luxembourg Microfinance v" Originates and monitors
them being (LMDF) 2" DevelopmentFund investment deals

v" Processes disbursements

v' Supports the definition of the
strategy
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Impact measurement and management as a process

(in theory)

1. Setting
impact
goals

5. 2.
Analysing Integrating
& making impact in
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) J Impact measurement and management as a process

(in practice)

1. Setting
Market reality / iggsgt \ Financial
supply & services
derFr)lF;r:/d \ / offering
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& making impact in
decisions processes
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1. Setting impact goals — in practice

» Formalising main goal and impact path through a Theory of Change

v What is the overarching issue the impact investor is trying to solve?
v What main goal does the impact investor want to achieve? For whom?

» Defining key criteria and metrics (and potentially targets)



1. Setting impact goals — example - drafting a theory of change

BASELINE

4 N

Vulnerable
populations are
financially excluded.

This disparity creates
inequalities and slows
down the
development of
societies and
economies.

Many financial
institutions operating
in developing markets

still lack access to
responsible financing
to meet the needs of
vulnerable individuals.

INPUT

/

Assets under
management

Financial products
adapted to the needs
of impact-oriented
financial institutions

\

ACTIVITIES

4 N

Targeting and financing
impact-oriented
financial institutions
that serve
vulnerable

populations

Especially those offering
financial services for:

* Trade and services

* Smallholder
(sustainable) agriculture

*Clean energy

OUTPUTS

4 N

Increased access
to finance for
impact-oriented
financial

institutions
that offer financial
services to populations
facing socioeconomic
and environmental
vulnerability

OUTCOMES

4 N

Expanded access

to finance
for vulnerable
populations

to support their
economic activities
and improve living
conditions

IMPACT

4 N

Strengthened
socioeconomic and
environmental
resilience,
and improved well-
being of vulnerable

populations
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1. Setting impact goals — example - defining criteria

|mpact-oriented
financial institutions

Vulnerable population

|

s

In countries with
low level of human
development

’ '

Mention of Counftry category
vulnerable target and | based on Inequality-
soclal objectives adjusted Human
Development Index

Social mission

(IHDI)

|

Location

’

Gender

Low income

' '

Average disbursed
loan amount / GN/

p.C.

% women armong
clients

% clients living in
rural areas

|
CORE GUIDELINES

|

FINANCIAL INSTITUTION LEVEL

LSFI =/

Luxembourg
Sustainable Finance
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)\J 2. Integrating impact in processes — in practice

> ldentifying the steps in the investment process where to include these aspects:

v’ Pre-identification & due diligence of potential investees - collecting relevant data for
selection

v’ Investment deal proposal = presenting relevant data for selection
v’ Investment contract - agreeing with the investee on relevant data to monitor

» Adapting the tools to be used at each step to consider these aspects



)\ 2. Integrating impact in processes — example

Desiging an assessment grid to select potential investees for due diligence

Core guidelines

Inequality-adjusted Human Development
Index (IHDI), country ranking

Medium High/ Very high

Social mission _
Partial Not clear

(vulnerable target and social objectives)

Financial institution level
Social criteria

Gender
Location
Economic criteria

Average disbursed loan amount / GNI p.c.

T
I
X-X%

X-X% >X%
(Low IHDI)
Average disbursed loan amount / GNI p.c.
: : . X-X% >X%
(Very High, High, Medium, IHDI)
05
LSFI &

Luxembourg
Sustainable Finance
Initiative
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3. Measuring & monitoring — in practice

» Collecting data at the defined frequency through the tools developed at the previous step
» Verifying data and asking for correction if necessary

» Agregating data at portfolio level

10 Sustainable Finance



3. Measuring & monitoring — example

ltem ref.

Collecting data per FSP

NAME OF INSTITUTION IV j
1 UsD

PLEASE FILL IN ALL YELLOW-COLOURED CELLS REPORT IN

Table C: Additional information PASTE OPTION FOR INPUT CELLS
Year-to-date

2025-3
MOMNETARY CONTEXT

Exchange rate local currency / EUR (at period end) 11 11 11 1,0 09
Annuzl Inflation Rate (%) 3,6% 52% 41% 1,1% 19%
Exchange rate local currency / USD (at period end) 1,0 1,0 1,0 1,0 -
Nbr. of branches g B 9 10 10
Mbr. of staff 125 130 145 1e3 170
Mbr. of staff in credit and front office operations 47 51 55 63 65
Nbr. of active borrowers 9.407 10.348 11.652 13.247 3 13.626
Maie 4756 5.285 5.867 6.564 6743
Female 4.651 5.063 5.785 6.683 6.883
Nbr. of active clients 9.407 10.348 11652 13.247 § 13.626
Maie 4756 5.285 5.867 6.564 6743
Female 4.651 5.063 5.785 6.683 6.883
I
Gross loan portfolio (segmentation)
% for agriculture and food 13% 16% 17% 17% 17%
% for trade, commerce, services and small craft 58% 56% 53% 51% 51%
% for climate mitigation solutions 0% 0% 0% 1% 1%
% for house and house improvement 0% 0% 0% 21% 21%
% for education 0% 0% 0% 0% 0%
% for health 0% 0% 0% 0% 0%
% for consumption & others 29% 28% 30% 10% 10%
Gross loan portfolic => other aspects
Nbr. of loans outstanding end of period 9.680 10732 12.064 13.650 14.002
OTHER 7961 9251 10.318 11609 2.947
Value of leans disbursed during period 13.291.074 16.216.542 18.621.748 21.762.030 5.288 886
Value of write-offs during period 253.407 226.495 223.012 261.884 a
Starting date fiscal year 01/01/21 01/01/22 01/01/23 01/01/24 01/01/25
EXTRA FOR SOCIAL INDICATORS (only at period's end)
BORROWERS
Number of active borrowers 9.407 10.348 11652 13247 13.626
Male 4.756 5.285 5.B67 6.564 6.743
Female 4374 5.063 5.785 6.683 6.883
Number of new borrowers during the period 1948 /] 3.123 3.789 894
SAVERS
Number of voluntary savers 0 844 1293 1640 1726
Voluntary savings 0 8.061.254 10.516.921 13.024.926 13.307.365,88
Total savings " zsro2s”  mosi2ss’ 105169217 13022926 1330736588
CLIENTS
Number of active clients 8.407 10.348 11.652 13.247 13.626
Rural 7.036 8.074 9.668 9.113 5.093
Urban 2371 2.274 1984 4134 4533
Number of new clients during the period 1948 o 3.123 3.789 894

&

agregating data at portfolio level

Number of institutions

435

TIER 32 (4%) —

Number of micro-entrepreneurs financed

65 858

% women

TIER 110 (22%) —

77.5%

“ TIER 2 33 (73%)

% of clients in rural area

42,4M

Africa 6,3M (15%) —

63.1%

% loans below GNl/capita
Asia 8,6M (20%) —

. Latin America
27,6M (65%)

82.6%

0

LSFI =/

Luxembourg
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Average loan size (EUR)

475

Average outstanding loan

941,9K
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4. Reporting & disclosure — in practice

» Complying with regulation and good practices

12
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4. Reporting & disclosure — example

Principles of Adverse Impact disclosure (SFDR) & social performance report

Indicators applicable to investments in investee companies

Adverse sustainability Metric Unit Impact Data Explanation | Actions taken, and
indicator 2022 Coverage actions planned
and targets set for
the next reference
period
CLIMATE AND OTHER ENVIRONMENT-RELATED INDICATORS
Greenhouse | 1. GHG emissions Scope 1 GHG tCO2e 440 96% Note 2 Note 1
gas emissions
emissions Scope 2 GHG tCO2e 69 88% Note 2 Note 1
emissions
Scope 3 GHG tCO2e 10,369 90% Note 2 Note 1
emissions
Total GHG emissions | tCO2e 10,879 91% Note 2 Note 1
2. Carbon footprint | Carbon footprint tCO2e/Meur | 11 91% Note 3 Note 1
3. GHG intensity of | GHG intensity of tCO2e/Meur | 579 83% Note 4 Note 1
investee investee companies
companies
4. Exposure to Share of investments | % N.A. N.A. Note 5 Note 1
companies active | in companies active
in the fossil fuel in the fossil fuel
sector sector
5. Share of non- Share of non- % 60% 99% Mote 6 Note 1

renewable energy
consumption and
production

renewable energy
consumption and
non-renewable
energy production of
investee companies
from non-renewable
energy sources
compared to
renewable energy

sources, expressed

GRAPH2.1:
ALINUS SCORE OF LMDF'S PORTFOLIO IN 2017 AND 2019 COMPARED WITH CERISE'S 2019 BENCHMARK

e LMDF 2019 e LMDF 2017 e Cerise benchmark 2019

1- Define & monitor social goals

6- Balance financial &
social performance

| 3- Design products that

5-Treat employees meet client's needs

responsibly R,

4- Treat clients responsibly

Source: Cerise and LMDF

Social Performance Report 2020
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ILLUSTRATION 3.1: GOALS TARGETED BY LMDF AND PARTNER MFI15

Specific targat Contribution Some indiv. projects in

q 1. Mo poverty- ® * this area

E 2 Z.:_lruh_nggr ..................................................... . ..............................
3. Good heatth and well being .. . . . . . . . . . . ol
4. Quiality education - - -« ..o P s s
5. Gender equality.......... . & e
6. Clean water and sanitation - 9 .
7. Affordable and clean energy - oo B e e &
8. Decent work and economic growth <o R RLEEEEEn B
9. Industry, innowvation and infrastructung - - oo e ol
10. Reduced inequalities - <o o TR E PR PR RPN .
11. Sustsinable citios and COMMUMIIEE - -« - o v e [ PP L PR
12. Responsible consumption and production =« oooooeee S B EE A4 L EESAdA S Edd 4 EEE AL L RS LEEEAdl LEE AL EEEEd L
13 CMEDE BOHIIT < -« -« oot e ettt e e
14. Life below water - ... . .. . . . . . . . - b
15. Life on land « - - . o .~ - . . .~ - . . e e |
16. Peace, justice and strong institutions ... - .
17. Pmnﬂrsrlipg far the mam ..................... .. ................... . ................................

Initiative



5. Analysing & making decisions — in practice

» Analysing data in light of the objectives and criteria set

» Making decisions regarding the potential investment renewals and the type of investees to
target

» Benchmarking data with pairs in the sector

» Potentially adjusting objectives, criteria, tools or reporting based on the analysis

LSFI 'Y

Luxembourg
14 Sustainable Finance
Initiative
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FSP 1

FSP 2

FSP3
FSP 4

FSP5
FSP 6
FSP7

FSP 8

Medium

Medium

Medium

48%

46 %

23%

19% 120%

NA 437 %

- o

5. Analysing & making decisions — example

Analysing the portfolio against all criteria & revising target investees

FSP IHDI country | Gender Location Average disbursed | Assessment of strategic fit
category rural loan/GNlIpc

MIGHT NOT BE A GOOD IT

MIGHT NOT BE A GOOD FIT >
strong arguments needed

MIGHT NOT BE A GOOD FIT >
strong arguments needed

LsF1 O

Luxembourg
Sustainable Finance
Initiative



)\ 5. Analysing & making decisions — example

Benchmarking with other funds to confirm or adapt objectives

76%
65%
72%
Impact investor 6
42%
52%

Example fund

16
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\ Questions?




Thank you for
your attention.

REACH OUT TO US :
12, Rue Erasme FOLLOW US

L-1468 Luxembourg
info@lsfi.lu / iiab@Isfi.com @ 0 o

Isfi.lu

Impact Investing
Advisory Board

Sustainable Finance
Initiative
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