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East Africa’s largest forest development and wood processing
company, which is AFIP’s first acquisition — and a Finnfund investee.
Read more on p. 68.
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Lake Turkana Wind Power, a Finnfund investee since
2013, is the largest wind farm in Africa. The wind farm
was connected to the national grid in 2018, and it com-
prises 365 wind turbines, each with a capacity of 850
kilowatts. Today, the wind power facility, with its 310
MW capacity, meets up to approximately 14% of
Kenya’s current electricity demand.
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This is Finnfund

Finnfund is a Finnish development financier
and impact investor. \We build a sustain-
able future and generate a lasting impact
by investing in businesses that solve global
development challenges such as poverty,
inequality, climate change, and biodiversity
loss.

Each year, we invest 200-250 million eu-
ros in 20-30 projects, emphasising renew-
able energy, sustainable forestry, sustain-
able agriculture, financial institutions, and
digital infrastructure and solutions. Besides
our five focus sectors, we invest in other
sectors when projects meet our require-
ments and are aligned with our strategy. To-
day, Finnfund’s investments, commitments,
and investment decisions total 1.22 billion
euros, with half of them in Africa.

\We are a proactive investor, and we pro-
vide companies operating in developing
countries with the expertise required for
sustainable business. \We expect our invest-
ments to be sustainable, to generate posi-

tive development impacts in their operat-
ing countries, and to offer an appropriate
risk-adjusted return.

Finnfund gets its financing from the
State of Finland, private capital markets,
and returns on its investments. \We lever-
age state capital to mobilise private invest-
ments in sustainable businesses in devel-
oping countries. Returns are channelled
back into new Finnfund investments.

Finnfund’s shareholders are the State of
Finland (96.04%), Finland’s export credit
agency Finnvera (3.89%), and the Confed-
eration of Finnish Industries (0.07%).

Finnfund’s owners set annual targets for
the company. The targets address financial
results, development impact, geographical
focus, and operational efficiency. The goals
are documented in the Foreign Ministry’s
annual Ownership Steering Memorandum,
which is available on our website. The com-
pany’s share capital on 31 December 2022
was 276,988,480 euros.

Our mission

Building a sustainable future and generating a lasting impact
by investing in businesses that solve global development challenges.

Our vision

People and the planet are at the core of every investment decision.

Our values

e Responsibility
* Respect

e Development
e Effectiveness

Our key strategic objectives

* Double the total impact from 2020 to 2025
* 50% of investments with private capital by 2030
e Maintain a carbon net-negative portfolio
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Finnfund is also the administrator of the At the end of 2022, Finnfund employed
Finnpartnership Business Partnership pro- 96 people, of whom 3 worked at the Nai-
gramme, which is funded by the Ministry robi office and 9 worked for the Ministry
for Foreign Affairs. Finnpartnership offers for Foreign Affairs’ Finnpartnership pro-
advisory services and business partner- gramme.

ship support to Finnish companies.

—) € ~y Y
$ $ H II % | More than 75% of our projects are

located in the least developed and
Invests EUR 200-250 lower middle-income countries,
primarily in Africa

Finnfund raises

money from million in 20-30 projects
government per year
€ & private investors 7 )
€ € SUSTAINABLE /\/
| | SDGs DEVELOPMENT N N
GOALS i"l I°I i 2
Returns are Businesses $
recycled into new P grow and create jobs
(t0)) .
investments fﬁ\’i‘ G% € w% (A) & prosperity : '

Sustainable businesses generate clean energy, services and
tax revenue; cut emissions and improve business practices.

VN RV

Finnfund’s approach to development.
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Chief Executive Officer’s review:
Exceptional times

Exceptional times are still here. This under-
lines the role of Finnfund and other devel-
opment financiers. While the magnitude
and duration of the impact of the Ukraine
crisis remain uncertain, surging food prices
have already hit hardest the real incomes
of the poorest people. Moreover, the crisis
has amplified strained supply chains and
affected the availability of capital in more
risky, fragile markets. This is where we,

as development financier, step in and can
play a crucial role. The poorest people and
countries should not be left alone.

This report illustrates the results of our
long-term work and development. Despite
the multiple challenges - the COVID-19
pandemic, conflicts, climate change,
drought, the Ukraine crisis, food and elec-
tricity shortages — we have seen many
glimpses of recovery and progress and

have continued to make new investments.
Last year, we took 28 investment decisions
totalling 246 million euros, clearly exceed-
ing our project preparation targets. Our im-
pact is also constantly growing. \We see it
in growing numbers of newly created and
restored jobs and livelihoods, better and
affordable digital services, and insurance
coverage for the unserved; we also see it in
things such as access to clean energy and
better nutrition with more efficient and af-
fordable production and delivery methods -
to name just a few. You can find impressive
figures in this report. \We have been em-
powering sustainable businesses in more
than 50 countries for more than 40 years.
\We launched the year 2022 with an up-
dated strategy to raise the bar even high-
er — partly because many of the ambitious
goals had been met prematurely. This is

“Finnfund has moved fast
and will continue to do so
in putting people and

the planet first in every
investment decision

in these exceptional times.”

Jaakko Kangasniemi
Chief Executive Officer

Annual Report 2022
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a bold move in exceptional times, and we
are strongly committed to our key strategic
objectives: to double the total impact from
2020 to 2025, to grow the percentage of pri-
vate capital in our investments, and to main-
tain a carbon-negative portfolio.

Although we are now witnessing a drift
towards de-globalisation and new divisions
arising on the global political map, the
climate cannot be de-globalised. It is a com-
mon asset for all people. Sustainable forestry
is an elementary way to curb deforestation
as well as climate change. Investing in re-
sponsible forestry companies has long been
one of Finnfund’s focus areas. The forestry
sector in Africa has enormous growth po-
tential, and by partnering with fellow devel-
opment financiers, we can bring the change
needed to unlock that potential. Therefore, in
October 2022, we were proud to announce
the first acquisition, Green Resources, for the
newly established dedicated African fund,
the African Forestry Impact Platform (AFIP).
This will continue to raise long-term institu-
tional capital, with the aim of raising 500 mil-
lion US dollars in the next two to three years.
Besides sustainable forestry, biodiversity

remained an important theme in our work
and learning.

Our strategy places a strong emphasis
on Africa, covering half of our incoming in-
vestments. Approximately 54 per cent of
the decisions and 57 per cent of the mon-
etary value were allocated to Africa. The
opening of our first regional office in Nairo-
bi, Kenya, in May 2022 has already greatly
strengthened our position in the region and
supported the follow-up of existing pro-
jiects and collaboration with co-investors.

Our strategy also encourages us to fos-
ter sustainable development by providing
investment opportunities for private inves-
tors. In October, we issued sustainability
bonds valued at 75 million euros. The bond
represents Finnfund’s first issuance under
its newly established sustainability bond,
and it has the objective of climate change
mitigation and adaptation, and improved
living and health conditions for unserved
groups. In addition, OP Finnfund Global Im-
pact Fund | continued to invest alongside
Finnfund, and after its second full year of
operation, slightly less than half of its in-
vestable capital has been invested.

In 2022, we developed risk assessment
as part of the investment process and mon-
itoring. This means, for example, better
consideration of political and macroeco-
nomic risks and the risks and opportunities
caused by climate change in our investment
decisions. \We also included an analysis of
Finnfund’s operations in light of the new EU
regulation, and we developed a scenario
calculation regarding the carbon footprint.
In exceptional times, more tools for getting
more precise insight are valuable.

On the financial side, after two challeng-
ing pandemic years, we are back on a good
track. The year 2022 was a turning point,
and the year 2023 has already got off to
a strong start. The earnings prospects for
2023 are positive.

We at Finnfund get our vitality from the
successes of our partners. \We began our
2022 by analysing the results of our stake-
holder survey. The aim was to collect feed-
back and ideas, and the results show that
we have succeeded in developing our op-
erations in recent years, and we have also
been able to make this visible through our
work, results, and communication. At the

beginning of the year, we also published an
interim assessment of the functioning of
our human rights policy. According to this
report, Finnfund’s commitments to human
rights are at an internationally high level.
In 2022, the work continued with a sec-
tor-based assessment of salient human
rights issues in our investment portfolio.
Go faster. That was the UN secre-
tary-general’'s message to the world on
curbing emissions as scientists laid out
their latest warnings. This call is easy to
share. Finnfund has gone fast and will con-
tinue to do so in putting people and the
planet first in every investment decision in
these exceptional times. Thank you to all
our customers, staff members and other
stakeholders for your support.

Jaakko Kangasniemi
Chief Executive Officer
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O ur 2022 Clt o g I cance New office in Nairobi Eziﬁj“‘p'}?,';’,i';’;‘{,ork my

Finnfund’s first local office was opened
in June in Nairobi, the capital of Kenya.
nghhghts This is a branch of the Helsinki office,
and its main task is to promote project
preparation in the East African region.
Finnfund’s presence locally has already
significantly increased our visibility in

Portfolio New Stl‘dtegv! the target market, and cooperation with _ ] -

81 0 other financiers has strengthened. Our first SUStCIIhCIbIlIt\[ bond
Finnfund’s new strategy Read more on p. 126.
entered into force at the In October, Finnfund issued its first sus-

million euros beginning of the year, tainability bond. Its sustainability frame-
setting our operational work was independently assessed by

Sustainalytics, which concluded that
Finnfund’s operations and framework
are in line with the principles published
by the International Capital Markets
Association (ICMA). The size of the
bond was 75 million euros, and approxi-
mately 10 institutional investors from
Finland and the Nordic countries
invested in it. Read more on p. 117.

guidelines until 2025.

New investment decisions Read more on p. 26.

246

million euros

Portfolio, commitments,
and investment decisions

(y

Portfolio, commitments, 0

and investment decisions

1 2 2 of new investment decisions
[ |

targeted countries in three
billion euros

lowest income categories
(OECD DAC; EUR)
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Sector-based approach to
salient human rights risks

What are the most salient human rights

risks in some of our key sectors? In 2022, we
commissioned a sector-based assessment of
salient human rights issues in our investment
portfolio. The assessment helps us to prioritise
the human rights issues that are most salient
in our portfolio. It also identifies cross-cutting
issues where we can take a whole-portfolio
approach. Read more on p. 78.
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Highlights from our impact figures 2021

Investees’ net emissions

-134,131tCO0O»e
227,000

supported jobs — of which 37% for women

5,300 G\Wh

of energy generated

1,150,000

hectares of forest under sustainable management

Cooperation with

5.6..

small-scale and livestock
farmers — 73% of them women

4.9..

micro and SME loans
— total value EUR 10.4 billion

3.

people reached and
served through digital solutions
and infrastructure

Read more on p. 42
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Focus on biodiversity: training and
a pilot project in Nicaragua

In 2022, biodiversity remained an important
theme. \We continued to develop our approach,
principles, and tools, aiming to increase our own
expertise and that of the funded companies in
identifying and managing biodiversity-related risks
and to create positive impacts related to biodiver-
sity. Together with MLR Forestal, our investee com-
pany in Nicaragua, we also launched a pilot project
with the aim of restoring forests of reduced natural
value and better connecting valuable natural areas
to each other. In addition, we launched a series of
training sessions focusing on biodiversity for our
investee companies, and especially those operat-
ing in the forestry sector. Training on biodiversity
was also arranged for Finnfund’s own personnel.
Read more on p. (2.

Green light from EFSD+

In 2022, the European Commission opened a new
Fund for Sustainable Development (EFSD+) to
applications. Finnfund participated in the Com-
mission’s application round with its own digital
sector guarantee application and several joint
applications from European development finan-
ciers. The focus sectors in the applications were
digitalisation, the forestry sector, and agricul-
ture. In early 2023, the final negotiations with the
Commission are still ongoing, but the Commis-
sion’s preliminary decisions were positive from
Finnfund’s point of view. Read more on p. 117.
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Innovative partnership to enhance sustainable
forestry and climate action in Africa

In 2022, Finnfund, together with New Forests, British International
Investment (Bll), and Norfund, launched the African Forestry
Impact Platform (AFIP). This followed an announcement at COP26
concerning the intention of these groups to partner to develop
investment strategies designed to scale and transform the sustain-
able forestry sector in Sub-Saharan Africa.

AFIP is an investment company focusing on African forestry,
aiming to raise a total of 500 million USD over the next 2-3 years
in support of sustainable forestry that mitigates climate change.
In October, AFIP announced its first acquisition, Green Resources,
which is East Africa’s largest forest development and wood pro-
cessing company — and a Finnfund investee. Read more on p. 68.
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Portfolio EUR million (total EUR 810 million) Portfolio and undisbursed investments decisions EUR million (total EUR 1.215 billion)
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@ Equity Loans @ Portfolio
Funds ® OP Finnfund Fund Undisbursed investment decisions
Mezzanine
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Key figures 2018-2022 Five years in review
2018 2019 2020 2021 2022 Operational analysis. EUR million 2021 2022
Number of project countries 45 oY) b3 53 b5 Financial income 2990 3b.1 31.4 275 207
Number of investment decisions in portfolio 181 183 206 196 191 Financial expenses -10.8 -12.0 -9.2 -96 136
Number of investees 141 163 162 151 163 Net financial income 18.4 237 229 179 16.2
New investment decisions, EUR million 164 237 206 241 246 Other operating income 1.5 15 1.3 1.5 1.8
Number of new investment decisions 26 29 31 28 28 Administration. depreciation and amortisation -13.4 141 -13.5 -14.0 -17.3
Disbursements, EUR million 135 125 149 144 110 SIE SR OpErEiing SXpRses
Undisbursed investment decisions and commitments, 249 340 360 3471 405 Profit before impairment. sales of assets and taxes 6.5 1 10.0 54 “ulf
EUR million Impairment and sales of assets 4.4 -10.4 -36.3 -26.4 -04
Portfolio, EUR million 551 617 710 780 810 Taxes 0 0 0 0 0
Shareholders’ capital, EUR million 267 267 301 291 301 Net profit 2.1 0.7 -26.3 -20.0 0.3
Total assets/liabilities, EUR million 554 616 721 794 173
Number of personnel on average [E r 84 83 90 Balance sheet. EUR million 2018 2019 2020 2021 2022
Assets
S £ Finnfund’s fundi Tangible and intangible assets o) 1.0 11 1.3 1.2
ources o INNTUNAQ's Tun mg,
I t t 494 .0 B56.7 607.6 657.4 697.6
31 December 2022 Avestments
Current assets ho.r 58.0 Nn2.7 1356.0 4.5
8% 553.9 615.7 721.4 T93.7 773.3
39 r Liabilities
15% Equity 257.2 267.4 301.0 2011 301.4
Liabilities 296.7 348.3 4204 502.6 471.9
@ Private funding and investors 156%
553.9 615.7 721.4 T93.7 773.3

41%
33%

Government: equity 33%
Government: loan 41%
@ Retained earnings 3%
Institutional investors/
OP Finnfund Global Impact Fund | 8%

12

Financial indicators

Equity ratio. %

Return on equity p.a.. %

46.4
0.8

43.4
0.3

2020
417
-8.7

36.7
-6.9

39.0
0.1

Annual Report 2022



finnfund

YEAR 2022

IMPACT GOVERNANCE

FINANCIAL STATEMENTS

Investments

Over the past few years, Finnfund’s target
countries have been severely ravaged by
the coronavirus pandemic. In addition, the
Russian invasion of Ukraine, rising energy
and food prices, and political and econom-
ic instability in many countries have affect-
ed the operating environment. Despite this,
Finnfund has acted in accordance with its
mission and continued to make new invest-
ments. In 2022, Finnfund took 28 invest-
ment decisions with a total value of 246
million euros.

The project preparation targets for 2022
— 230 million euros and 22 projects - were
clearly exceeded: a total of 28 new pro-
jects totalling 246 million euros were pre-
pared fully in 2022. Again, the majority of
Finnfund’s new financing decisions were
allocated to projects with excellent devel-
opment impact in terms of reducing pover-
ty, combating climate change, and improv-

ing the position of women and girls.

Africa continues to be Finnfund’s pri-
mary investment destination, with 57% of
volume and 54% of decisions. Asia comes
second, with slightly less than a quarter of
investments. The remaining share, about
20 per cent, was allocated to other conti-
nents or international projects.

Of the financing decisions, 10 involved
loans, accounting for about 37% of the
monetary value of the decisions. Of the
projects that were approved, 16 were eq-
uity investments or mezzanine financing,
which, when calculated in euros, account-
ed for 49% of all approved projects. Two
investment decisions were made in private
equity funds, accounting for about 14% of
the monetary value of the decisions.

In line with our strategy to triple our
impact, we kept investing in low-income
countries. In terms of number, 36% (10), and

13

in terms of volume, 43% (EUR 106 million) of
new investments decisions targeted least
developed countries. For lower-middle-in-
come countries, the number of decisions
was b3% (15) and the volume 49% (EUR 121
million); and for upper-middle-income coun-
tries, the figures were 11% (3) and 8% (EUR 19
million), respectively.

The profit for 2022 was 324,426 euros.

With regard to the expansion of the fi-
nancing base, OP Finnfund Global Im-
pact Fund | continued to invest in Finn-
fund-sourced projects. Finnfund also invites
other Finnish investors to become direct
co-investors.

In 2022, disbursements for investments
totalled 110 million euros, and undisbursed
commitments at the end of the year totalled
234 million euros. In addition, 170 million
euros was tied up in investment commit-
ments that had not yet progressed to the

“The war in Ukraine and the deterioration of
the global economy have led to uncertainty
in the outlook for the corporate sector.

This development has made fundrais-

ing more difficult for many companies in
emerging and frontier markets. We, as an
iImpact investor, see more opportunities to
create impact and participate as an equity
and debt investor in capital-raising for
financially attractive companies. The
market will continue to be difficult for

the foreseeable future, but our pipeline

of investments remains robust.”

Markus Pietikdinen
Chief Investment Officer

Annual Report 2022
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agreement stage. Of the disbursements
during the 2022 financial year, a total of
51 million euros is considered official de-
velopment assistance (ODA) by the Finnish
State.

Annual investment decisions by
instrument EUR million

At the end of 2022, Finnfund'’s portfolio
comprised 153 investments. Some of these
were new investments in existing projects.
Finnfund’s investments, commitments, and

investment decisions total 1.215 million euros.

250
31 36 38

200 — — —

33 20 30 =

1 66 21
50 — 88— — 93 —— S E— -

.

” 17 -

100 — — — — 120 —— — —
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2016 2017 2018 2019
@ Equity Mezzanine
Loan Fund

2020 2021 2022

EUR million
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Annual investment decisions by country category
(OECD, DAC) EUR million

250 . 19
200 20 N i — —
_92
147 e
150 —— — — Wt — — — —
27 101 124

m

2016 2017 2018 2019 2020 2021 2022

@ Russia
Upper-middle-income countries

@ Lecast developed countries
Low-income countries
Lower-middle-income countries
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Portfolio and undisbursed investment decisions Portfolio and undisbursed investment
and commitments by sector (total EUR 1.215 million) decisions and commitments (EUR million)
on 31 December 2022, geographical distribution (total EUR 1.215 billion)

Financial institutions | | | 322
Forestry 2929

Energy 189

Other funds 121
208
Agribusiness 89
Digital infrastructure and solutions 80
OP Finnfund fund 67

Health 46

Manufacturing 30 628
Other infrastructure 24
Transport and storage 13
Education 10
Water & waste | 1

Tourism (Q

Africa, 628
0 50 100 150 200 250 300 350 International, 208

EUR million @ Asio, 217
© Latin America and the Caribbean, 113

O Europe & Central Asia, 32
©® Middle East, 16
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List of investments in portfolio as of 31 December 2022

Finnfund’s disclosure policy has been updated in 2018 and 2016. Since 2016 Finnfund has
published for example its share of financing of new investments. More information on our
website. The list includes investments which agreements were signed by the end of the year.

Investment Sector Country Currency

Finnfund’s financing Agreement year

Access Bank PLC Financial institution Africa Nigeria USD 32,000,000 2017, 2019, 2020
African Development Partners Il Mauritius L.P. Other fund Africa Africa USD 26,000,000 2021
Africa Sustainable Forestry Fund L.P Other fund Africa Africa USD 20M
Africado Limited Agribusiness Africa Tanzania EUR 4,500,000 2018, 2022
African Edu Holdings Education Africa Africa USD 6,999,800 2019
AfriCap Microfinance Investment Company Ltd Other fund Africa Africa uSD 2007
Africlnvest Fund Ltd. Il LLC Other fund Africa Africa EUR 2014
Africlnvest Fund Ltd IV LLC Other fund Africa Africa USD 20,000,000 2020
Africlnvest Fund Ltd. Il LLC Other fund Africa Africa EUR 2008
Agri-Vie Fund Il (Pty) Ltd Other fund Africa Africa USD 10,000,000 2018
Aten Solar Energy S.A.E Energy Africa Egypt uUSD 6,000,000 2017
Atlantic Coast Regional Fund LLC Other fund Africa Africa uSD 2008
BCS Group (Bandwidth and Cloud Services Group Holdings) Digital infrastructure and solutions Africa Africa USD 12,000,000 2021
Catalyst Fund | LLC Other fund Africa Africa USD 20M
Convergence Partners Digital Infrastructure Fund L.P. Other fund Africa Africa USD 15,000,000 2022
Co-operative Bank of Kenya Ltd Financial institution Africa Kenya USD 12,000,000 2022
Ecobank Transnational Incorporated Financial institution Africa Africa USD 10,000,000 2021

16 Annual Report 2022
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Investment

ETC Group

EthioChicken (AgFlow Poultry Limited)
European Financing Partners

European Financing Partners IV
European Financing Partners VI
Evolution Il (Mauritius) LP

Evolution One (BVI) LP

Fidelity Equity Fund Il Limited

First City Monument Bank Limited

First National Bank Ghana Limited

Fuzu Ltd.

Ghana Airport Cargo Centre Limited
Green Resources AS (GRAS)
Hakan-Quantum Biomass Fired Power Plant (Yumn Ltd)
Horus Solar Energy S.A.E

Hospital Holdings Investment B.V.
Humania North Africa Holding Company
Kasha Global Inc.

Kentegra Biotechnology Holdings LLC
Kilombero Valley Teak Company Ltd

Lake Turkana Wind Power Limited
Lona Group Ltd (Lynx Food Group)
M-Birr Limited

QPEA GT Menengai Limited

Miro Forestry Company, Ghana and Sierra Leone

*This amount only includes investments signed since September 2016, based on Finnfund’s disclosure policy

Agribusiness

Agribusiness

Financial institution

Financial institution

Financial institution

Energy

Energy

Other fund

Financial institution

Financial institution

Digital infrastructure and solutions
Transport and storage

Forestry

Energy

Energy

Health

Health

Digital infrastructure and solutions
Agribusiness

Forestry

Energy

Agribusiness

Digital infrastructure and solutions
Energy

Forestry

Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa
Africa

Africa
Africa
Africa
Africa

Africa

r

Africa
Ethiopia
Africa
Africa
Africa
Africa
South Africa
Ghana
Nigeria
Ghana
Africa
Ghana
Africa
Rwanda
Egypt
Africa
Africa
Africa
Kenya

Tanzania

Kenya

South Africa
Ethiopia
Kenya

Africa

Currency

uSD
uSD
EUR
EUR
EUR
uSD
uSD
USD
USD
uSD
EUR
USD
USD
uSD
uSD
uSD
USD
USD
USD
GBP

EUR
USD
EUR
USD
UsSD

Finnfund’s financing
25,000,000
10,000,000

10,000,000
15,000,000

5,000,000
10,000,000
1,499,690
1,000,000"
13,300,0007
15,000,000
6,000,000
9,400,000
18,760,000
1,000,000
5,000.000
345,0007

4,000,000
1.466,000°
8.000,000
21,921,2217

Agreement year
2020, 2021
2016

2004

2010

2020

2017

2008

2008

2019

2020

2016, 2022
2014, 2016

2012, 2018, 2019
2016

2017

2018

2019

2020

2022

2000, 2006, 2009,
2010, 2011, 2012, 2021

2013
2022

201, 2014, 2016, 2017, 2021

2022

2014, 2015, 2018, 2019,

2020, 2022
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Investment Sector Country Currency Finnfund’s financing Agreement year

Neoma Africa Fund L.L.C. Other fund Africa Africa uSD 2009

New Forest Company (Tanzania) Limited NFCT Forestry Africa Tanzania uUSD 2014

New Forests Company Uganda UK Limited Forestry Africa Uganda uUSD 2015

New Forests Company Holdings | Limited Forestry Africa Africa USD 10,680,552 2019, 2020

Norsad Capital Limited Financial institution Africa SADC USD 20M

Penda Health Limited Health Africa Kenya USD 2,495,205 2018

Phatisa Food Fund 2 Parallel LLC Other fund Africa Africa USD 15,000,000 2021

Planting Naturals BV (Goldtree) Agribusiness Africa Sierra Leone USD 2,300,000 2011, 2013, 2014, 2016,
2019, 2022 **

Polykrome S.A. Manufacturing Africa Senegal EUR 4,000,000 2018

Precision Air Services (Swala Leasing and Finance Limited) Transport and storage Africa Tanzania USD 2008

Sanergy Inc. Water & waste Africa Kenya uUSD 1,249,999 2017

Schulze Global Ethiopia Growth and Transformation Fund I, LP Other fund Africa Ethiopia USD 2014

SFC Finance Limited Financial institution Africa Africa USD 2014

SilverStreet Private Equity Strategies SICAR Other fund Africa Africa USD 20M

Sini Furniture Interior Design PLC Manufacturing Africa Ethiopia EUR 2015

JTF Madagascar SARL Agribusiness Africa Madagascar EUR 3,150,000 2019

Sound and Fair Tanzania Limited Forestry Africa Tanzania uSsD 2016

SPARK Schools (eAdvance Proprietary Limited) Education Africa South Africa USD 5,166,581 2020

Synergy Private Equity Fund Il LP Other fund Africa Africa USD 15,000,000 2018

TAQA Arabia for Solar Energy SAE Energy Africa Egypt usD 7,804,000 2017

Uhuru Growth Fund I-A, SCSp Other fund Africa Africa USD 10,000,000 2021

** Shared transfer within the corporate structure, no new capital invested
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Investment

Valency International Trading SARL
VVantage Mezzanine IV Feeder Partnership
Wave Mobile Money

Yalelo Limited

AT. Biopower Company Limited

Annapurna Finance Private Limited
Australis Aquaculture Vietnam Limited
BOPA PTE. LTD

Burapha Agro-Forestry Co., Ltd
Cambodia-Laos Development Fund S.C.A., SICAV-SIF
Dolma Impact Fund | B, Nepal

Vietnam Debt Fund SPC

Early Dawn Microfinance Company Limited
Fortum Charge & Drive India Private Limited
Frontier Tower Associates Pte.Ltd.

Fun Factory Ltd

Gemco Kati Exploration Pvt. Ltd.
GreenStream ESCO

Igloo (Axinan Pte Ltd)

Kashf Foundation

LVDU Lapland Food (Fushun) Co., Ltd
Mekitec Oy

Nafoods Group Joint Stock Company

Nam Sim Power Company Limited

Proximity Holding Company Pte. Ltd

*This amount only includes investments signed since September 2016, based on Finnfund’s disclosure policy

Agribusiness

Other fund

Digital infrastructure and solutions
Agribusiness

Energy

Financial institution

Agribusiness

Financial institution

Forestry

Other fund

Other fund

Other fund

Financial institution

Energy

Digital infrastructure and solutions
Manufacturing

Manufacturing

Energy

Insurance

Financial institution

Agribusiness

Digital infrastructure and solutions
Agribusiness

Energy

Financial institution

Africa
Africa
Africa
Africa
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia
Asia

Asia
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Country
Ilvory Coast
Africa
Africa
Zambia
Thailand
India
Vietnam
Asia

Laos
Asia
Nepal
Vietnam
Myanmar
India
Indonesia
Bangladesh
India
China
Asia
Pakistan
China
China
Vietnam
Laos

Myanmar

Currency

USD
USD
EUR
USD
uSD
EUR
USD
USD
uSD
USD
uSD
USD
USD
EUR
uSD
USD
EUR
EUR
USD
uSD
EUR
EUR
uSD
uSD
uSD

Finnfund’s financing
10,000,000
20,000,000
12,000,000
6,000,000

15,000,000
9,600,000
9,600,000
10,000,000

3.100,000¢
15,000,000
11,000,000
4,000,000
10,000,000
1,200,000
2,000,000

5,999,194
10,000,000

5,000,000
200,000*
4,666,311

Agreement year
2022

2022

2022

2019

2003

2019

2017

2017, 2018, 2020
2016, 2018
2009

2014, 2018
2021

2020

2020

2017

2017

2016, 2022
2014, 2016
2022

2020

2012

2010, 20M
2020
2011,2020
2020
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Investment

Salo Tech (Thailand) Limited

SaraRasa Biomass

Sathapana Bank PLC

Softlogic Life Insurance Plc

Spica Metfab Solutions India Private Limited
SREI Equipment Finance

New Forests Tropical Asia Forest Fund L.P. /

Mekong Timber Plantations Company Limited
Thai Biogas Energy Company Ltd (TBEC Singapore PTE Ltd)

TPL Insurance Limited

New Forests Tropical Asia Forest Fund L.P.

VinFast Trading and Production Joint Stock Company

VVME Precast Pvt. Ltd.

XacBank Il LLC

Afrinord Hotel Investments A/S
Bank of Georgia

Cibuk Wind Farm (Taaleri Tesla Ky)
Oasis Invest Uzbekistan Limited
SEAF South Balkan Fund B.V.
Syvash Wind Farm (SyvashEnergoProm LLC)
Toplana Zenica d.o.o

Advans Group

Althelia Climate Fund SICAV-SIF
Arbaro Fund SCSp

Bayport Mlanagement Ltd

*This amount only includes investments signed since September 2016, based on Finnfund’s disclosure policy

Energy

Manufacturing

Financial institution
Insurance
Manufacturing
Financial institution

Forestry

Energy

Insurance

Forestry
Manufacturing
Manufacturing
Financial institution
Tourism

Financial institution
Energy

Financial institution
Other fund

Energy

Energy

Financial institution
Other fund
Forestry

Financial institution

Asia

Asia

Asia
Asia
Asia
Asia

Asia

Asia

Asia

Asia

Asia

Asia

Asia

Europe and Central Asia
Europe and Central Asia
Europe and Central Asia
Europe and Central Asia
Europe and Central Asia
Europe and Central Asia
Europe and Central Asia
International
International
International

International
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Currency

Thailand EUR
Indonesia USD
Cambodia USD
Sri Lanka USD
India EUR
India EUR
Laos USD
Thailand EUR
Pakistan USD
Asia uUSD
Vietham USD
India USD
Mongolia uUSD
EU EUR
Georgia uUSD
Serbia EUR
Uzbekistan USD
Serbia EUR
Ukraine EUR
Bosnia and Herzegovina EUR
International EUR
International EUR
International USD
International USD

Finnfund’s financing
2,156,250
500,000"

15,000,000
1,500,000

15,000,000
4,000,000

3,000,000

15,000,000

5,000,000

10,000,000

10,740,971

2,500,000

15,000,000

1,800,000

20,000,000

10,000,000
10,000,000

Agreement year

2020

2012, 2013, 2015, 2016,

2017,2018
2019, 2021
2020
2009
2017
2022

2009
2022
2012
2022
2009
2019
2005
2019
2017, 2018
2022
2009
2019
2018
2019, 2021
2013
2018
2022
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Investment Sector Country Currency Finnfund’s financing Agreement year
Catalyst MENA Clean Energy Fund LP Other fund International International usD 2016
Dasos Timberland Fund | SICAV-SIF Forestry International International EUR 2010
GEEMF Global Environment Emerging Markets Fund Il L.P. Other fund International International uUSD 2007
Interact Climate Change Facility Il Financial institution International International EUR 20,000,000 2016
Interact Climate Change Facility I B Financial institution International International EUR 15,000,000 2020
Interact Climate Change Facility S.A. | Financial institution International International EUR 2011
Interact Climate Change Facility S.A. | B Financial institution International International EUR 2013
IPI Group (Holding) S.A.L. (IPT Powertech) Digital infrastructure and solutions International International USD 10,000,000 2019
Jumo World Limited Digital infrastructure and solutions International International USD 13.996.500 2018, 2022
Kaios Technologies Pte. Ltd. Digital infrastructure and solutions International International USD 3.400.000 2022
Moringa S.C.A., SICAR Forestry International International EUR 2013
Nordic Impact Cooperation AS Energy International International EUR 17,400,000 2021
OP Finnfund Global Impact Fund | OP Finnfund fund International International EUR 67,350,000 2020
ShoreCap International Ltd. I Other fund International International uSsD 2009
WWB Capital Partners, LP Other fund International International USD 2012
Bésforo Ltda. De C.V. Energy Latin America and El Salvador USD 15,000,000 2017

the Caribbean
Caseif I, Caseif Corporation Il Ltd Other fund Latin America and Central America USD 2007

the Caribbean
Central American Mezzanine Infrastructure Fund |l Other fund Latin America and Central America USD 2014

the Caribbean
Central American Mezzanine Infrastructure Fund Other fund Latin America and Central America USD 2009

the Caribbean
CIFIl (Corporacion Interamericana para el Financial institution Latin America and Latin America USD 15,000,000* 2004, 2021
Financiamiento de Infraestructura, S.A) the Caribbean
Forest First Colombia Forestry Latin America and Colombia USD 10,000,000 2017,2022

the Caribbean
Mezapa (Sociedad Electrica Mesoamericana S.A. de C.V. (SEMSA)) Energy Latin America and Honduras USD 2010

the Caribbean

*This amount only includes investments signed since September 2016, based on Finnfund’s disclosure policy
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Investment Sector Country Currency Finnfund’s financing Agreement year
Valle Solar Power Project Energy Latin America and Honduras usD 2015
the Caribbean
MLR Forestal de Nicaragua S.A. Forestry Latin America and Nicaragua uUSD 10,000,000 2019
the Caribbean
Pro Eucalipto Holding S.A.P.l. de C.V. Forestry Latin America and Mexico uSD 2014, 2015
the Caribbean
Productora Cartonera S.A. (Procarsa), Surpapelcorp S.A. (SPC) Forestry Latin America and Ecuador USD 9,000,000 2020
the Caribbean
San Francisco S.A. Transport and storage Latin America and Paraguay uSD 8,000,000 2017
the Caribbean
SEAF Latam Growth Fund LLC Other fund Latin America and Latin America USD 2008
the Caribbean
The Forest Company Limited Forestry Latin America and Latin America USD 2010
the Caribbean
Arabia One for Clean Energy Investments PSC Energy Middle East Jordan USD 2014
Falcon M’an for Solar Energy LLC Energy Middle East Jordan uUSD 2014
FRV Solar Jordan Holdings IX B.V. Energy Middle East Jordan USD 2016
Hanwshah for Power Generation PSC (Jordan Solar One) Energy Middle East Jordan USD 2014

29 Annual Report 2022



finnfund

YEAR 2022

IMPACT

GOVERNANCE

FINANCIAL STATEMENTS

How and where
Finnfund invests

Finnfund invests in sustainable businesses
that generate a measurable development
impact in developing countries. \We require
all our investment projects to be economi-
cally viable, and environmentally and social-
ly sustainable, and to generate a measur-
able development impact in their countries
of operation. We vet each investment at
the outset against Finnfund’s sustainability
criteria. Our financing is always on market
terms.

\We tailor our financing to the needs of
each investee. It can be equity, mezzanine
financing, or debt. \We put special emphasis
on sectors critical to sustainable develop-
ment, namely clean energy, sustainable for-
estry and agriculture financial institutions,
and digital infrastructure and solutions. \We

can also invest in other sectors when pro-jects
meet our requirements and are aligned with
our strategy.

The majority of Finnfund’s investments are
made directly in companies operating in de-
veloping countries. Besides such direct in-
vestments, we can make indirect investments
through funds. Additionally, Finnfund finances
banks and financial institutions. Funds and fi-
nancial institutions complement direct invest-
ments by mobilising risk financing for smaller
businesses and projects in fragile countries,
which often have no access to financial ser-
vices. The financial institutions funded by
Finnfund often focus on serving small and
medium-sized enterprises, small scale in-
frastructure projects, family businesses, or
households. \Well-managed funds can also
provide companies with other types of sup-
port, such as expertise related to the industrial
sector or environmental sustainability.

23

\We advance Finnish development policy
interests. \We are happy to invest in projects
involving co-operation with Finnish companies,
but this is not a precondition of investment.

Read more about our investment
process on our website.

IMPACT

Finnfund has three criteria
for all investments:
impact, profitabilty and
sustainability.

finnfund

PROFITABILITY SUSTAINABILITY
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Finnfund’s first investmentin
geothermal energy

In December 2022, Finnfund invested
8 million US dollars in geothermal project
in Nakuru County, Kenya.

Menengai is a 35MW greenfield geother-
mal project and part of the first phase of
the wider Menengai complex, which is the
second large-scale geothermal field being
developed in Kenya after Olkaria. Globeleq,
the leading private power company in Afri-
ca, is providing equity, project development
and construction management experience.
Other financiers, together with Finnfund, in-
clude the African Development Bank (AfDB),
and the Eastern and Southern African
Trade & Development Bank (TDB).

“This investment is yet another step in
Finnfund’s commitment to make EUR 1
billion of new investments in climate
finance by 2030. The Menengai geother-
mal project will provide clean and afford-
able power to the Kenyan grid and will be
a domestic source of energy which can
generate base load and will have import-
ant social and economic impacts. \We are
proud to continue investing in the power
sector in Kenya with our partners,” said
Helena Teppana, Associate Director at
Finnfund.

Read more on our website.

Name: QPEA GT Menengai
Country: Kenya
Investment year: 2022
Sector: Energy
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The project is part of the first phase of the wider Menengai complex, which is the second large-scale

geothermal field being developed in Kenya.
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Bridging the digital divide
between rural and urban

populations in Sub-Saharan
Africa

In November 2022, OP Finnfund Global
Impact Fund | announced a commitment
to support the growth of Africa Mobile Net-
works, a telecom provider focused on rural
Sub-Saharan Africa.

AMN aims to build 10,000 base stations in
over 20 Sub-Saharan countries while serv-
ing a total population of 35 million people.
AMN'’s portfolio is spread across different
countries, with exposure to a significant
number of least developed countries (LDCs)
such as DRC, Liberia, Congo and Guinea.
AMN has strong and substantial partner-
ships with global telecommunication and
technology firms.

Mobile network access and connectivity
are instrumental to promote financial inclu-
sion and support the development of rural
populations in emerging economies.

In numerous African countries, daily
activities such as transferring money,
taking and repaying credit loans, sub-
scribing to an insurance policy, or pay-
ing school fees for their children are only
conducted via mobile phones.

OP Finnfund Global Impact Fund | is
the first global emerging markets impact
fund in Finland. Finnfund acts as an ad-
visor and anchor investor, and OP Asset
Management Ltd, part of OP Financial

Group, acts as a portfolio manager for
the fund.

Read more on our website.

Name: OP Finnfund Global Impact Fund | / Africa Mobile Networks (ANMN)

AMN aims to build
10,000 base stations in
over 20 sub-Saharan
countries.

Country: Sub-Saharan Africa

Investment year: 2022

Sector: Telecom
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Strategy and targets

Three strategic goals

Finnfund’s strategy, approved by the Board
of Directors in December 2021, sets our op-
erational guidelines until 2025. The strategy
states that Finnfund’s mission is to build
sustainable future and generate a lasting
impact by investing in businesses that solve
global development challenges. Our vision is
that people and the planet are at the core of

As explained above, the strategy sets three
strategic goals that are monitored closely:
e Double the total impact from
2020 to 2025
e 50% of investments with private
capital by 2030
e Maintain a carbon net-negative
portfolio

every investment decision.

Finnfund emphasises those sectors that
matter for sustainable development, such
as renewable energy, sustainable forestry,
sustainable agriculture, financial institu-
tions, and digital infrastructure and solu-
tions. The company can also invest in other
sectors.

\We emphasise three global impact
themes: climate action, diversity and inclu- 4/4( / N P&
sion, and digitalisation. In addition to these,
the geographical focus is strongly on Africa,
with three regional impact themes: food se-
curity, job creation, and energy access.

In 2022, the implementation of the
strategy began well, and the year 2023
has also got off to a strong start in terms

of both new investments and impact. In
2022, we also issued our first sustainability
bond (p. 117).

The effects of climate change and bio-
diversity loss, as well as the effects of the
coronavirus pandemic and Russian mili-
tary aggression, on, for example, food se-
curity and healthcare are clearly visible in
many of Finnfund’s target countries. On

Finnfund’s strategy emphasises three global
impact themes, as well as three regional impact
themes particularly relevant in Africa.
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one hand, this creates opportunities for
investments with an exceptionally signifi-
cant impact, but on the other hand, it also
highlights the importance of assessing and
managing financial and responsibility-re-
lated risks.

Finnfund will further deepen the identi-
fication of, for example, biodiversity loss
and the impacts and opportunities created
by climate change from the perspective of
both climate change mitigation and adap-
tation. The assessment and management
of human rights risks will also be further
strengthened in 2028.

The progress of these three strategic
goals is presented in the table on p. 27.

You may read more about our strategy

on p. 114.
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1. Double total impact
from 2020 to 2025

Portfolio Impact Index (PII)

200

2019 2020 2021 2022 2023 2024 2025

@® Forestry Renewable @ Digital infrastructure and solutions

Agriculture Financial Other
— Prediction

Definition: Portfolio level indicator capturing
both portfolio and investee impact growth
Base year: 2020

Finnfund closely monitors the progress of its three strategic objectives. You can find more information on the first goal, doubling the total impact by 2025, on p. 85.

2. Fund 50% of investments with
private capital by 2030

Private funding

50 %
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0% | | | | | | | |
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Realized, million — Target, %
Realized, %

Definition: Share (%) of Finnfund’s total funding, including
severadl off-balance sheet items
Base year: 2022
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3. Maintain carbon net-negative
portfolio

Portfolio carbon balance

200000

h :I I

2020 2021 2022 2023 2024 2025

-100000 ——

-134,000
-200000

77,000

-300000

-400000

@ Total emissions
Total removals

Definition: Sum (tCO2e) of portfolio investments,
including Scope 1-3 emissions (+) and remouvals (-)
Base year: 2020
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Annual ta rgets set b\[ the MihiStI‘\[ Indicators Reference level 2021 Target 2022 R 2022 Q4
for Foreign Affairs 1 Investments in low- and lower-middle-income countries >15% >15% 92%
o ‘ . e of the value of Finnfund’s new investment decisions (%) -95%
!EGCh yeadr, the MII’]IStI’\/ or FOI’e.Igﬂ A CfII’S , of which values by LDC, LIC and LMIC (%) To be reported LDC 43%,
issues a Government Ownership Steering LMIC 49%
Memorandum, in which it sets Finnfund’s 2 Climate investments of the value of Finnfund’s > 50% > 50% 53%
: : new investment decisions (%) -51%
development policy and operational goals.
, of which for adaptation -50% To be reported 86%
The memorandum can be found on our
bsit 3 Investments in Africa of the value of Finnfund’s >b50% >b0% 57%
WeDSIte. new investment decisions (%) -56%
The ta rgets and the results for the year 4 Jobs generated by investees (81,47T direct investments, 108,371 fund’s portfolio companies)  To be reported 82,630 direct investments,
2022 are presented in the table. (direct investments/fund portfolio companies) 143,935 fund’s portfolio companies
. of which for women -40% To be reported 37%
5 Number of investees (111 companies 36 funds 195 fund portfolio companies) To be reported 17T companies, 36 funds,
(direct investments/fund portfolio companies) 174 fund portfolio companies
, of which SME companies (humber) (43 direct investments, 88 fund portfolio companies) To be reported 44 direct investments,
5T fund portfolio companies
, of which owned by women (%) (1% direct investments) To be reported 1% direct investments
Number of Finnish companies involved in To be reported 12 projects
Finnfund’s investments and their share of 8% (12/153)
Finnfund’s portfolio (%) (including suppliers,
owners and Finnish investors and service providers)
6 Number of investments promoting gender equality that To be reported 46% of new investments

have met the 2X Challenge criteria

1 Based on the World Bank classification. Also to fragile states and other countries in exceptionally challenging situations.

2 Applying the OECD DAC climate markers, investments, whose partial or main objective is to mitigate or adapt to climate change.
3 The indicator is calculated as a three-year moving average.
4,5 The Ministry of Foreign Affairs’ development cooperation performance reporting methodology is followed.

-

8

Indicators Reference level 2021 Target 2022
Return on equity as a five-year moving average > 2% > 2%

(-1.4%)
Share of operating costs of the investment assets (including undisbursed <2% <1.8%
decisions, excluding administrative expenses of the Finnpartnership program) (1.3%)
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R2022 Q4

Budget 2022
-D.1%

1.4%
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Pandemic recovery was cut
short by the war in Ukraine

Russia’s hostile invasion of Ukraine in
March 2022 set the global economy
into renewed crisis mode and cut short
the pandemic recovery. The war height-
ened global uncertainty, increased sup-
ply chain constraints, pushed up energy
and food prices, and significantly elevat-
ed geopolitical risks.

These developments had a major im-
pact on global macro-economic condi-
tions. Notably, the war further acceler-
ated inflation, which rose to levels not
seen since the mid-1990s, leading to the
largest ever seen synchronised global
monetary policy tightening, risk aversion
in the markets, and fast appreciation
of the US dollar. This prompted capital
outflows from many developing market
economies, especially those with weaker
macroeconomic fundamentals. More-
over, the economic insecurity increased
political risks in Finnfund’s markets.

The multiple shocks of the past years -
geopolitical, energy, and economic — are
still evolving and affecting each other,
bringing continued uncertainty to the
global outlook. Overall, in 2023, we will see
global growth slowing, but the picture is
looking brighter for emerging and devel-
oping economies, particularly in Asia.

Challenges but also (investment)
opportunities

The appreciating US dollar, tightening
of financial conditions, and increases in
commodity prices have been particular-
ly challenging for many developing mar-
kets. Countries such as Ghana, Sri Lan-
ka, Egypt, Nigeria, Tunisia, Pakistan and
Kenya have effectively been shut out of
market financing and are relying on inter-
national organisations. Moreover, mount-
ing debt risks are likely to increase debt
restructuring pressures.

However, investors have continued to
differentiate across emerging market

economies, and many of the stronger
emerging markets seem to be more
resilient to external vulnerabilities. For
Finnfund, the ongoing turmoil requires
careful consideration and analysis of
Investment exposures to macroeco-
nomic and political risks. Moreover, the
new high interest-rate environment may
pose challenges to certain sectors, such
as banking, or sectors requiring large
capital investments, such as clean ener-
gy. On the other hand, opportunities are
arising in food production, export-orient-
ed production, and digital transforma-
tion.

Read more on pp. 120 and 126.
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“The multiple shocks of the past years -
geopolitical, energy, and economic -
are still evolving and affecting each
other, bringing continued uncertainty
to the global outlook. Overall, in 2023,
we will see global growth slowing,

but the picture is looking brighter for
emerging and developing economies,
particularly in Asia.”

Kristiina Karjanlahti
Lead Economist
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Five key sectors

Each year, Finnfund invests 200-250 mil-
lion euros in 20-30 projects with a spe-
cial emphasis on sectors that are critical
to sustainable development and where
the private sector can play a crucial part:
namely, renewable energy, sustainable
forestry, sustainable agriculture, financial
institutions, and digital infrastructure and
solutions.

\We have created Theories of Change for
each of these sectors to guide our impact
thinking. Theories of Change, or impact
pathways, describe how our financing and
other inputs lead to changes in a compa-
ny’s performance, generating direct, indi-
rect, and wider economic, social and envi-
ronmental impacts.

In addition to these five key sectors,
we also invest in other areas relevant to
sustainable development, whenever they
match our investment strategy and meet
our requirements.

Sustainable forestry

Sustainable forestry has long been one of
Finnfund’s key sectors, and it has a key role

in maintaining our target to keep our portfolio
carbon balance net-negative.

Forests are vital for our well-being — and
survival — at both global and local levels.
They play a key role in the fight against
climate change and biodiversity loss. For-
ests sequester approximately one third of
the carbon emissions stemming from the
use of fossil fuels.

In addition, forests prevent erosion, help
maintain clean water supplies, and pro-
vide many sources of well-being for local
communities. Sustainably managed for-
ests also bring jobs, services, and prosperity
to people living in remote rural areas. How-
ever, rapid deforestation, particularly in many
parts of Africa and Latin America, is dimin-
ishing global forest cover at an alarming rate.

At the end of 2022, our investments in for-
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estry (portfolio and commitments) were
worth 177 million euros, which represented
16.9% of the total portfolio. This is higher
than in any other development finance
institution (DFI), making Finnfund a lead-
ing DFI in investment in forestry. Finn-
fund’s forestry investments include, for
instance, plantations, sawmills, and other
wood-processing facilities.

A large majority of the forests man-
aged by our investee companies have
been certified by the international Forest-
ry Stewardship Council (FSC®) as being
socially and environmentally responsible
and sustainable. This means, for exam-
ple, that the companies must preserve at
least 10% of a forested area. In the case
of Finnfund investees, the share of pro-
tected forest is often considerably higher.

Forestry porfolio and commitments,
on 31 December 2022,

geographical distribution

(177 EUR million)

26%

57%

Africa, 57%
@ Asia, 9%
International, 8%
Latin America and the Caribbean, 26%
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Renewable energy

Finnfund invests in companies that gen-
erate cleaner, cheaper, and more reliable
energy than existing alternatives. Energy
and access to energy is at the heart of de-
velopment. Hundreds of millions of people
live without access to energy or with un-
reliable or expensive power, which poses
a key barrier to economic development in
emerging economies.

Renewable energy is clearly a sector
that can generate significant positive
impacts at both global and local levels.
All pathways that limit global warming to
1.5°C wiill require rapid and far-reaching
transitions in energy, and such transitions
are only feasible through a significant up-
scaling of investments in the sector. In
addition, a reliable and affordable supply
of cleaner energy can generate signifi-
cant social and economic impacts at all
levels of society.

Our Statement on Climate and Energy
underlines our commitment to the Paris

Agreement and explains what this commit-
ment means in practice. In addition, we are

committed to making 1 billion euros worth
of new investments in climate finance by
2030 (p. 60).

At the end of 2022, our investments
(portfolio and commitments) in this sector
were worth 163 million euros, representing
approximately 15.5% of our portfolio. Most
of our energy investments are in grid-con-
nected renewable energy power plants,
but we believe that commercial and indus-
trial (C&l) solar-based and hybrid power
solutions are becoming increasingly im-
portant. Investments include, for instance,
solar, wind, biomass and geothermal ener-
gy, and energy efficiency.
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Energy portfolio and commitments
as of 31 December 2022
(total EUR 163 million)

29 2% 1%
4% i

5%

10% 38%

18%

20%

Solar power 38%
@ Wind power 20%
Bio power 18%
Funds, renewable energy 10%
Geothermal power 5%
Hydro power 4%

@ Electric power generation,
transmission and distribution 2%
Energy efficiency 2%

Electric power generation 1%
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Sustainable agriculture

Finnfund invests in the entire value chain
of agriculture with the aim of improving
primary farm production, particularly in
Sub-Saharan Africa. Improving the pro-
ductivity of agriculture in a sustainable
manner creates jobs and raises the income
of people dependent on farming.
Improving agricultural productivity is
essential for feeding the world’s growing
population. Agribusinesses can generate
significant development impacts at local
and regional levels, as they usually operate
outside cities and towns, where they are
often important and sometimes even the
sole local employers. In many cases, agri-
businesses are strongly associated with
the local economy, working directly with
local small-scale farmers, providing a mar-
ketplace for local produce, and helping
farmers improve their productivity.
Climate change is making farming
increasingly risk prone. Growth in pro-
ductivity and vyield, enabled by modern
agricultural methods, improves food secu-
rity in developing countries and strength-
ens the balance of payments. It also sup-

ports the entire agricultural value chain,
including local food production, and helps
climate change adaptation by, for exam-
ple, introducing more resilient crops. There-
fore, climate change adaptation is both

a potential business opportunity and a pre-
condition for any business to survive.

At the end of 2022, Finnfund’s invest-
ments (portfolio and commitments) in sus-
tainable agriculture were worth 88 million
euros, representing approximately 8.4% of
our portfolio. Finnfund had 13 direct invest-
ments in agriculture and 2 indirect invest-
ments through funds. \We have also invest-
ed in financial institutions that increase
access to finance in this capital-scarce
sector.
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Agribusiness porfolio and commitments,
on 31 December 2022, geographical distribution
(88 EUR million)

89%

Africa, 89%
@ Asia, 1%

“Sustainable forestry and agriculture play
a key role in how we deal with today’s
burning issues, such as climate change,
deforestation, and food security. First the
pandemic, and then Russia’s invasion of
Ukraine, affected the global markets for
food and fertilisers, and they continue to
cause challenges in developing countries.
The global timber trade has also seen a
dramatic shift due to geopolitics, and that
has created opportunities for new producers
in, for example, emerging markets.”

llkka Norjamdiki
Senior Investment Manager,
Head of Agri and Forestry portfolio

Annual Report 2022



finnfund

YEAR 2022

IMPACT

GOVERNANCE

FINANCIAL STATEMENTS

Our Theory of
Change (ToC)
for sustainable
agriculture

finnfund

- financing
- expertise and
responsible practices
- mobilization
of funding

\/

Financing for

Agriculture and
other primary pro-
duction, food pro-
cessing, storage and
distribution

TuT

Company

AL
lw

People

Environment

Increased
production

Adoption of
new innovations

Jobs and
salaries
(also to women)

Improved food
security
More
sustainable
production
Improved
animal
wellfare
i
[ )
R
w L GNA

Direct impacts

Improved
income
opportunities

More efficienct
production

Improved
income
opportunities
through local
purchases

Improved
roads and
other
infrastructure

Improved
product quality

Increased
payments to
government

Improved
social
standards

Increased
access to
improved seed
and techniques

35

Indirect impacts

Modernization
of agriculture
sector

Local value
chains develop
and diversify

Improved
farming
productivity
and techniques

Development
to rural areas

Reducing
erosion and
environmental
stress

Increased
exports or
reduced
imports

Increasing
self-sufficiency,
moving up the
value chain

Decreasing
food price
volatility

Increasing
ecohomic
empowerment
of women

Increased CO,
sequestration

Promoting
climate chan
ge adaptation

Wider
impacts

Enhancing
inclusive
growth

Less
poverty

Strengthening
food security
and reducing
vulnerability

Strengthening
competitive-
ness of the
economy

Strengthened
balance of
payments

More tax
revenue for
the society

Sustainable
Development
Goals

NO
POVERTY

GENDER
EQUALITY

DECENT WORK AND
ECONOMIC GROWTH

o

INDUSTRY. INNOVATION
ANDINFRASTRUCTURE

&

12 RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

3

13 heron

0

15 oo
‘*\
—

Annual Report 2022



finnfund

YEAR 2022

IMPACT GOVERNANCE

FINANCIAL STATEMENTS

Financial institutions

Finnfund invests in local financial insti-
tutions, to build their capacity to better
reach micro and small and medium-sized
businesses. Finnfund promotes financial
inclusion by investing in selected financial
service providers, including commercial
banks, inclusive of insurance, and financial
innovations.

In developing countries, many people do
not yet have access to reliable, affordable
financial services. Access to financial ser-
vices plays a significant role in reducing
poverty, creating jobs, and bridging the
gender equality gap. Reliable, easily ac-
cessible financial services for the poorest
people and small and medium-sized enter-
prises help build resilience to shocks and
improve the livelihoods of people and busi-
nesses. Digitalisation is playing a key role
in fostering financial inclusion, as it enables
financial institutions to reach new and pre-
viously excluded people.

Gender equality and, more specifical-
ly, women’s improved access to financial
services is a significant criterion for us in
selecting new investments. For instance,

most microfinance customers in our port-
folio companies are women.

Responsible lending practices are key.
Finnfund is committed to the Client Protec-
tion Principles (CPPs), which strive to en-
sure that microfinance is based on respon-
sible, sustainable lending practices, data
privacy, and respect for human rights.

At the end of 2022, Finnfund’s invest-
ments (portfolio and commitments) in this
sector were worth 274 million euros, repre-
senting approximately 26.2% of our portfo-
lio. Finnfund had 26 direct investments in
financial institutions and 4 indirect invest-
ments through funds. Finnfund’s invest-
ees typically provide financial services to
micro, small and medium-sized enterpris-
es (MSMEs), as well as to individuals who
have few alternative sources of reliable
and formal banking services, such as
savings and digital money transfers.

In addition, Finnfund has invested in
Insurance companies.
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Financial institutions porfolio and
commitments, on 31 December 2022,

geographical distribution
(274 EUR million)

5%

26% 30%

Africa, 30%
@ Asio, 35%
Europe & Central Asia, 4%
International, 26%
Latin America and
the Caribbean, 5%

“Our investments in financial institutions
and funds allow us to provide funding
and generate support for small and
medium-sized businesses that play a key
role in inclusive growth. Very often, our
focus is on women entrepreneurs or specific
sectors, such as agribusiness. In 2022,
we also grew our portfolio with two new
investments in the insurance sector,
enabling the companies to extend their
services and products to those previously
underserved.”

Ulla-Maija Rantapuska
Investment Manager
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Digital infrastructure and solutions

Finnfund invests in high-impact businesses
within the emerging markets digital value
chain, focusing on rural connectivity, ac-
cess to data, and digital solutions that in-
crease productivity and improve access to
products and services.

Infrastructure investments are needed
to enable access to basic mobile services
and more affordable and higher-speed in-
ternet connections in developing countries.
Digital solutions increase productivity and
improve access to products and services.
This all contributes to inclusive growth. In-
creasing digital connectivity not only sup-
ports economic growth but also facilitates
inclusive access to critical services in fi-
nance, education, and health, and provides
possibilities for small businesses to con-
nect with global value chains.

Digital technology also presents an op-
portunity to narrow the gender gap by
enhancing access to welfare services,
identification and financial services, and
information. This can lead to increasing
privacy, bargaining power, household wel-
fare, and female labour force participation.

At the end of 2022, Finnfund’s invest-
ments (portfolio and commitments) in this
sector were worth 63 million euros, repre-
senting approximately 6.1% of our portfolio.
The majority of the investments were in
telecommunications and information tech-
nologies (30%), fintech (47%), and informa-
tion and communication (18%).

Digital infrastructure and solutions
porfolio and commitments,

on 31 December 2022,
geographical distribution (63 EUR million)

35%

49%

Africa, 49%
@ Asio, 16%
International, 35%
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“Despite the challenges posed by global
headwinds, it is worth noting that the digital
sector has experienced continued growth,
particularly in Africa and Southeast Asia.

| anticipate that this upward trend will
persist and remain resilient. We are
well-positioned to implement our investment
strategy, which prioritises rural connectivity,
improved access to data, and digital
solutions that improve productivity and
access to products and services.”

Jussi Ahonen
Associate Director,
Head of Digital Infrastructure and Solutions
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\Vietham’s first fully-electric The investment in VinFast is well-aligned

public transport bus fleet with Finnfund’s e-mobility strategy -
supporting the innovation and heavy

Finnfund is one of the investors in a 135 capital investment needed to succeed in

million US dollar financing package to the electric automotive industry by

VinFast in VVietham. The company manu- harnessing the strength of the Vingroup’s

factures Vietnam's first fully-electric public balance sheet and integrating the nation-

transport bus fleet and developed the first al charging network.

national electric vehicle (EV) charging

network. Read more on our website.

The investment will support Vietham’s
efforts to achieve net-zero greenhouse gas
emissions and expand high-tech manufac-
turing industries. VVietham’s transport sec- || E
tor accounts for 18% of the country’s annual ' Ly 25 LT L i |
greenhouse gas emissions, and its decar- B ~
bonization, through options like e-mobility,
will directly impact the country’s ambition
to achieve net zero emissions by 2050.

“\/inFast’s development impact is so
strong because it not only supports emis-
sions reduction in some of the most pol-
luted cities in Asia, but also creates world-
class manufacturing jobs in an industry
which, in Vietnam, is still emerging”, said

Noah Law, Investment Manager at VinFast manufactures fully electric public transport bus fleets and has developed the first national electric
Finnfund. vehicle charging network in VVietham.

Name: VinFast
Country: \Vietham
Investment year: 2022
Sector: Mlanufacturing
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Menengai is a 35M\WW greenfield geothermal project
located in Nakuru County, Kenya. Read more on p. 24.
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Investing in impact

Finnfund’s mission as a development finan-
cier and impact investor is to build a sus-
tainable future and to generate a lasting
impact by investing in businesses that solve
global development challenges (p. 26).
Responsible companies play an import-
ant role in solving major global challenges
such as poverty, inequality, climate change,
and biodiversity loss, and in meeting the
Sustainable Development Goals (SDGs) by
2030.

We strive to mobilise funding to enhance
sustainable development and climate ac-
tions in developing countries. At the end of
2022, 27% of Finnfund’s financing was from
private capital markets. In our new strat-
egy (p. 26), we set a strategic objective of
increasing this percentage to 50% by 2030.
\We also aim to double our total impact
from 2020 to 2025 and to maintain a car-
bon net-negative investment portfolio.

\We acknowledge that the greatest posi-
tive impacts are generated through our in-
vestments. However, sustainable business
practices, and all aspects of environmental
and social sustainability and good gov-
ernance, lay the ground for all our work.

Impact and sustainability
governance

\We strongly believe that sustainability is
part of everyone’s role within Finnfund,
which is also seen in the way responsibil-
ities are divided within our organisation.
At Finnfund, impact and sustainability are
owned by the Board of Directors and the
managing director/chief executive officer
(CEO). The CEO has ultimate responsibility
for the successful implementation of Finn-
fund’s sustainability and impact approach.
In terms of implementation, the Director
of Impact and Sustainability oversees our

49

sustainability policies and practices in our
investment process. The whistleblowing
mechanism and the environmental and
sustainability issues surrounding procure-
ment are overseen by the Director of Ad-
ministration. The Chief Financial Officer
oversees sustainability in human resources
management, and Finnfund’s own fund-
ing, such as the issuance of Finnfund’s first
sustainability bond. Read more about the
management of Finnfund on p. 107.

“Our mandate and strategy put
impact and sustainability at the
very core of our investment
operations. e are aiming to
double our impact by 2025,

and | am glad to say that we are
well placed to meet our target.”

Kaisa Alavuotunki
Director, Impact and Sustainability
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Transparency and stakeholder engagement

Finnfund believes that stakeholder engage-
ment is the basis for building the strong,
constructive, and responsive relationships
that are essential for successful, strategi-
cally savvy business decisions, as well as
for the management of positive and nega-
tive impacts and risk mitigation within both
our investments and our own operations.
Stakeholder engagement is an ongo-
ing process. \We require our investees to
actively engage with their stakeholders
in all project phases, including planning,
implementation, and monitoring. Specific
requirements for stakeholder engagement
vary, depending on the project size, scope,
and impact, but compliance with host
country obligations, as well as applicable
international standards, is essential. Like-
wise, Finnfund strives to build and maintain
a mutually beneficial and fruitful dialogue
with its stakeholders in Finland and in our
target countries, as well as internationally.

Transparency as a guiding principle

Transparency is a key guiding principle in
Finnfund’s operations. Transparent infor-
mation on Finnfund’s operations is import-
ant to fulfilling its development mandate.
\We publish information on the principles,
practices, and results guiding our activities
as widely as possible. \We also encourage
the companies that we finance and our
partners to be transparent and to adhere
to good corporate responsibility practices.

Based on our Disclosure Policy (2018),
we publish information about our activities
and investments on a continuous basis,
for example on our website, in our annual
report, and in our impact and sustainabil-
ity report, as well as in other publications.
As stated in our Human Rights Statement
(2019), Finnfund provides an open, easy-
access complaint and feedback channel
for stakeholders to voice their concerns
related to Finnfund’s investments.
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Finnfund also requires its investees to
establish and maintain operational-level
grievance mechanisms that are accessible
to affected communities and other stake-
holders. Effective grievance mechanisms
provide a channel for the communities and
other stakeholders to voice their concerns,
and they are important from a human
rights perspective. They enable investees
to address and resolve disputes and griev-
ances in a systematic manner. Read more
about our grievance mechanism on p. (1
and p. 81.

Our stakeholders

Finnfund has many different types of
stakeholders in Finland and in our target
countries, as well as internationally. Our
stakeholders are, for instance, Finnfund
shareholders, namely the State of Finland,
Finland’s export credit agency Finnvera,
and the Confederation of Finnish Industries;

our staff; our investees, co-financiers, and
their stakeholders; civil society, academia,
consultants, and other partners both in Fin-
land and abroad, such as Finland’s embas-
sies; and other Team Finland members and
development financiers, namely European
Development Financiers (EDFI).

In 2021, we conducted a stakeholder sur-
vey to collect feedback and ideas from var-
ious stakeholders in Finland and abroad.
The aim was to gather information, for
instance, on brand image, strengths, and
weaknesses, as well as to ask stakeholders
how they see the changes in the opera-
tional environment and what their expec-
tations are for Finnfund. \We also wanted
to know what aspects of sustainability and
impact are particularly interesting for our
stakeholders, and what their expectations
are, for example, in terms of our report-
ing and communications. The results have
been used for our materiality assessment.
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Active engagement is key

Finnfund conducts a continuous open dis-
cussion with various stakeholders both in
Finland and abroad. \We actively engage in
discussions with our stakeholders, includ-
ing public sector institutions, the private
sector, and national and international civil
society organisations, on the development
and implementation of our policies and
procedures. \We aim to look for and make
use of collaboration opportunities with our
stakeholders.

With our co-financiers, and particularly
with our development financier partners,
we actively work to harmonise our require-
ments and procedures for streamlined
project assessment, and implementation
procedures for improved efficiency and
increased leverage in negotiations with our
Investees.

In 2022, after the coronavirus pandem-
ic subsided, face-to-face meetings were
again made possible, and active, face-to-
face dialogue was again allowed to take
place with various stakeholders, such as
civil society, the media, and decision-mak-
ers. During the year, several events were

organised, such as the Growth from Africa
(Kasvua Afrikasta) seminar in cooperation
with Kasvu Open and Technology Industries
of Finland, as well as an event focusing on
human rights in investment activities, in co-
operation with Finland’s Sustainable Invest-
ment Forum, Finsif. Meetings of the Impact
Network, a network of Finnish actors inter-
ested in measuring and developing impact
and responsibility, were again held face-to-
face. Finnfund’s experts also actively partic-
ipated as speakers at various events in Fin-
land and internationally.

In addition, Finnfund’s internal debate
series “FF Talks™ also continued to give the
floor to both internal and external experts
and civil society representatives. The topics
included carbon markets and offsetting, in-
ternational tax regulation, and the political
situation in Kenya.

In 2022, Finnfund continued conducting
impact surveys and studies to gain better
insight into the voices of individual stake-
holders, including our investee companies’
employees and local communities. To read
more about these projects, please see
pp. 54 and 94.
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Memberships

e JOX Collaborative Limited
Africa Infrastructure Development
Association

e EDFIASBL (European Development
Finance Institutions)

e EMPEA Emerging Markets Private

e Finland-South East Asia Business
Association

e Finnish Business & Society ry

e Finnish Business Travel Association

e Finsif, Finland’s Sustainable Investment
Forumry

e Finnish VVenture Capital Association

e Helsinki Region Chamber of Commerce

e Loan Market Association-LMA

e MT Investors for Health

e Yritystutkimus Association
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Scope of this report and materiality

Finnfund acknowledges the concept of
double materiality in its impact and sus-
tainability approach, and it aims to incor-
porate that approach increasingly into its
reporting and communication.

As stated above, we acknowledge that
the greatest potential for positive and neg-
ative impacts lies within our investments.
Therefore, in this impact and sustainability
report, we also put a strong emphasis on
reporting the development impact of our
investments and the sustainability work
within our investments. In addition, we aim
to provide information about our strategy,
policies, and practices in terms of sustain-
ability and impact, as well as report openly
and transparently both the results and the
challenges we have faced in 2022.

The focus is on impact management and
sustainability (environmental, social, and
governance) aspects that present the most
significant risks and opportunities — and
that play an integral role in our mandate

and strategy - such as climate change,
biodiversity, human rights, gender equal-
ity, responsible tax, and good corporate
governance. These aspects have also been
highlighted by our stakeholders, for in-
stance, in our latest stakeholder survey, as
explained above.
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In October, Finnfund organised the “Kasvua Afrikasta” (Growth from Africa) seminar
together with Finnpartnership, Kasvu Open, and Technology Industries of Finland.

Among the guest speakers were VVesa Perdld, CEO at Claned, who shared their experiences
of entering African markets, and Unna Lehtipuu, Communications Director at Finnfund.
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Finnfund’s investment
expands the insurance
industry in Pakistan

In April 2022, Finnfund announced a 3 million
US dollar equity investment in TPL Insurance
Limited, Pakistan’s first direct insurance
company.

“| take deep pride in welcoming Finnfund
on board at a time when the global economy
is facing extremely challenging times.
Working with the experience and expertise
of Finnfund will help us accelerate our growth
and make a larger impact in developing
the insurance sector in Pakistan. | am confi-
dent that Finnfund’s entry to the Pakistani
market will provide impetus to more foreign
investments in the country and boost the
economic growth of Pakistan,” said
Muhammad Aminuddin, CEO at TPL
Insurance.

The investment enables TPL Insurance
to introduce innovative and tech-driven
products, such as vield based crop and live-

stock insurance, as well as women specific
insurance programs, thereby increasing
penetration of insurance in Pakistan in
diverse segments. TPL Insurance intends
to further develop its digital assets and
bring efficiencies through digitisation of
business processes. The equity injection
will also improve the financial strength and
underwriting capability of TPL Insurance.

Read more on our website.

Name: TPL Insurance Limited
Country: Pakistan
Investment year: 2022
Sector: Insurance
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