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How to become sustainable? Perspective from BIO Invest.

CFDD Seminar - May 2023



Agenda

1. Whois BIO Invest?
2. What is BIO approach to sustainability?
3. How does BIO build on other institutions at EU level?
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BIO - The Belgian Investment Company for
Developing Countries

Our mission: supgort a strong private sector in developing and emerging

countries, to ena

le them to gain access to growth and sustainable

development within the framework of the SDGs

Our approach:

Supports the creation of profitable and sustainable businesses that also
have a positive impact on society

Focussing on additionality (financial and non-financial)

At market conditions, but with ability to take more risks and a long-term
perspective

With strong client engagement and support
Complementing other forms of development cooperation



BIO in numbers

BIO at a glance

K 2021

Total committed amounts: EUR 807.7 M
Total number of projects:
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2. BIO approach to
sustainability
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BIO looks at sustainability both from risk and
Impact perspectives

Our sustainability approach is organised based on 3 pillars

1. Assessment of E&S risks during the whole investment cycle

2. Evaluation and monitoring of development impact of our projects
3. Technical Assistance to clients through a dedicated fund (BDSF)

With a strategic focus on three key cross cutting themes: climate
change, gender & digital

Check BIO’s Theory of Change for “inclusive and sustainable economic growth”



https://www.bio-invest.be/files/BIO-invest/Our-Impact/BIO-Sustainability-Report-2022.pdf

E&S intervene in the whole investment cycle

1. Screenllng ‘ 2. Due Diligence :
*  Exclusion list DD by ESO with 10 support, site visit
y C!|ent data o * Against applicable requirements
' * Risk Categorization (A, B+, B, C) E&S Review Summary and Action Plan

* Desktop review screening
1. — # 2. Due

mj=l=l=
:1}

Screening Diligence
3. Final approval:
* Negotiation of ESAP with client
6. Exit: * Investment note with ESDD findings
* Reputational check on . 3.Final * [Investment decision
E&S for potential buyer 6. Exit Approval

» 4. Execution A Execution:

5. Portfolio Monitoring : >. Po'rtfo_ho and . * Inclusion in contract of:
+ Ongoing dialogue w/ client Monitoring _ Transaction -E&S Building Block
-ESAP

* ESAP progress review
E&S Watchlist
Scope depending on E&S risk level

-Reporting templates
-Disbursement and waivers approval by ESO



BIO development impact focusses on 6 SDGSs

Green electricity production

CO2 emissions avoided through renewable energy projects

Gender Equality m!m _
> Investment projects contributing to gender e Decent work and Economic growth
equality, i.e. are elegible for the 2X Challenge. ko > Direct and indirect jobs supported through
~ Xl our investments.
§ %
& %
THE 6 SDGS %
. . . THAT BIO
Responsible consumption and production g FOCUSES ON ¥
> Direct investments in the agricultural value chain %g g . .
working with international sustainability certifications. % &;?\ Industry, innovation and Infrastructure
> Green loans provided by financial institutions. i & ” Inv'estmen.ts in manufacturing companies, as well as
agritech, fintech, healthtec or edtech.
"‘”””‘"'"f“““‘““s > SMEs with increased access to finance

Reduced inequalities
> Investments in Least Developped Countries

> Direct and indirect investments in financial institutions supporting
micro-loan (loans to micro-entrepreneurs)



Examples of BIO investments with impact

In June 2022, BIO granted a EUR 9.4 M loan
to the Kashf Foundation, a Pakistani
microfinance institution focussing on
gender empowerment and poverty
alleviation

Development impact:
-Local economic growth
-Financial inclusion
-Promotion of ESG best
practices

-Gender inclusion

In March 2022, BIO invested USD 3M in
equity in the Spark + Africa Fund, an
impact investment fund aiming to
develop and scale an inclusive and
sustainable clean cooking industry.

Development impact:

-Private sector consolidation/
innovation

-Access to basic services &
goods

-Fight against climate change
and preservation of natural
resources

-Gender inclusion




Examples of technical assistance projects funded
by BIO

* Providing training and capacity building
activities on green loans development for
a bank in Nigeria

 Developing a climate resilience strategy
for a microfinance fund investing in Agri
SME’s

 Design a comprehensive gender strategy
and action plan for a commercial bank in
Ecuador




3. Building on a coordinated
approach at EU level
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Harmonization efforts between EDFls to increase
our iImpact
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EDFls already defined a strong ambition on
Climate and Energy Finance

To develop its Climate Strategy, BIO will build on the ambitious climate and energy
statement from EDFI and will focus on the following priorities:

1. Set-out our Paris-Alignment ambition and methodology at project level

2. Calculate our portfolio GHG emissions (scopes 1,2,3) work towards the
decarbonisation of our portfolio in line with the Paris Agreement long term
temperature goals

3. Develop climate related financial disclosures in line with high international
standards (TCFD)

4. Formalize, in our investment process, a climate approach for both mitigation
and adaptation (including engagement with clients)

5. Seek ways to harmonise our approach with other DFIs and cooperate with
other Belgian development actors



https://edfi-website-v1.s3.fr-par.scw.cloud/uploads/2020/11/1.-EDFI-Statement-on-Climate-and-Energy-Finance-Final.pdf

Appendices
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BIO impact is achieved thanks to a dedicated and
diverse team

L g

e 80+ staff

e 12 nationalities

'lm l’ir
Fr

i
e

B W A

e 3 offices (Brussels,
Abidjan& Nairobi)

e 100% owned by the
Belgian State

 Untied (not linked to
support of Belgian
companies)




Existing frameworks can help structuring the
strategic approach

GFANZ framework

Foundations

1) Objectives and priorities

Implementation strategy

Engagement strategy

1) Products and services 1) Clients and portfolio companies

2) Activities and decision-making 2) Industry

3) Policies and conditions 3) Government and public sector

Metrics and targets

1) Metrics and targets

Governance

1) Roles, responsibilities, and remuneration

23 Skills and culture

Foundations
Organization-wide net-zero objectives,
targets, timelines, and priority approaches

Implementation strategy

Aligning business activities, products,
services and policies with net-zero cbjectives
and priorities

Engagement strategy

Communicating and collaborating with clients,
portfolio companies, industry peers, civil
society, and the public sector in support of
net-zero objectives

Metrics and targets
Metrics and targets to assess and monitor
progress towards net-zero objectives

Governance

Structures for oversight, incentivization, and
supporting implementation of the net-zero
transition plan

UNEP Fl framework

PRINCIPLE 1:
@ ALIGNMENT

We will align our business strategy to

be consistent with and contribute to
individuals’ needs and society's goals, as
expressed in the Sustainable Development
Goals, the Paris Climate Agreement and
relevant national and regional frameworks.

PRINCIPLE 2:
IMPACT &
TARGET SETTING

We will continuously increase our positive
impacts while reducing the negative
impacts on, and managing the risks to,
people and environment resulting from our
activities, products and services. To this
end, we will set and publish targets where
we can have the most significant impacts.

PRINCIPLE 3:
n@] CLIENTS &
CUSTOMERS

We will work responsibly with our clients
and our customers to encourage sustain-
able practices and enable economic
activities that create shared prosperity for
current and future generations.

PRINCIPLE 4:
STAKEHOLDERS
[ ]

We will proactively and responsibly
consult, engage and partner with relevant
stakeholders to achieve society’s goals.

PRINCIPLE 5:
@ GOVERNANCE
& CULTURE
We will implement our commitment to

these Principles through effective govern-
ance and a culture of responsible banking.

PRINCIPLE 6:

TRANSPARENCY &

ACCOUNTABILITY
We will periodically review our individual
and collective implementation of these
Principles and be transparent about and
accountable for our positive and negative

impacts and our contribution to society’s
goals.

Mainstreaming Climate framework

PRINCIPLE 1:

COMMIT

to Climate
strategies

PRINCIPLE 3

PROMOTE

Climate Smart
Objectives

PRINCIPLE 4:

Climate

IMPROVE

Performance

PRINCIPLE 5:

ACCOUNT
for Your
Climate Action



limate is a hot topic for DFlIs and MDBs which
rovide relevant good practice references

* Increasing investment \
* Innovation, new
business models

Accelerating
the transition
through green
finance

accountability

« EU Sustainable Finance (
Action Plan

« Integrated environment,
climate and social policy

+ Internal alignment

Continue investing in large-scale renewables
Increase investments in greenfield, distributed
generation and transmission

Invest in waste management and water solutions

AVOID FOSSIL FUELS

Exclude investments in oil and coal

Exclude investments in gas, except gas-fired
power where it supports an energy transition
aligned with the Paris Agreement

Plans

« Territorial Just Transition
+ Reduce vulnerability

Supporting
Paris-aligned
operations

« High-emitting sectors
+ Transition and physical
risks
« Counterparties

INTEGRATE CLIMATE

ACROSS INVESTMENTS What
Map climate risks for all new investments

Include climate requirements and action plans in

investment terms when appropriate

Use our role as owners to influence and support

companies on climate

BUILD CLIMATE RESILIENCE
How

Enable adaptation for people and communities
by investing in Least Developed Countries and
in Sub-Saharan Africa

Accelerated contribution
to the transition through
climate finance

Adaptation and climate-
resilient operations

and in line with
ed evidence identified

Engagement and policy
development support

Strategy Governance Risk management Metrics

Climate case for CDC Board oversight

Institutional ambition + Management + Risk governance Portfolio emissions

Tools oversight + Physical and transition Climate finance

Sector perspectives + Investment process risk tool and processes Sector metrics

Partnerships and portfolio + Scenario analysis Green/brown metrics
management

Transaction level + Accountability Building int
. . uilding into
; +
Sector mvestment Expertise Transaction level e e e
strategies + Board structure Portfolio level :
. o Portfolio management
Climate capabilities + Org integration

How and what
we invesl in

How we operate




Sustainability strategy should aim to a systemic and
cross-cutting transformation of your organisation

Ambition Impact framework Risk & opportunities

Priorities Reference Framework

Objectives / targets Metrics and KPIs Risk categories

Timeline Monitoring and reporting Products and services
Sector guidelines

Engagement Policies and Disclosure

Governance
Investment processes Obligations
Governance framework Impact and risk

Internal processes and Communication strategy
policies

Internal capacity building
Client engagement
Harmonization and market
development

External stakeholders




