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About this annual report

Swedfund'’s 2023 Integrated Report is an integrated
annual report in which sustainability information is
integrated with financial information, and vice versa.
The integrated report is submitted by the Board of
Directors of Swedfund International AB, organisation
number 556436-2084. The report is inspired by the
International Integrated Reporting Council's (IIRC)
framework.
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Reducing poverty through
sustainable investments

Swedfund is Sweden's development finance institution with the mission of fighting poverty through sustainable
investments in the world's poorest countries. We play a vital role in Sweden's development cooperation and the

implementation of the 2030 Agenda for Sustainable Development.

WE FINANCE AND DEVELOP companies that contri-

bute to sustainable growth, job creation and improved

access to socially important products and services in
developing countries. Through sustainable invest-
ments, we create the right conditions for people to

support themselves and lift themselves out of poverty.

Our operations contribute to sustainable develop-
ment by fostering improved access to electricity and
digitalisation, enabling more enterprises to meet

international standards, promoting increased local
value creation, and facilitating the diversification of
economies, amongst others.

Swedfund was established in 1979 and is a state-
owned company managed by the Swedish Ministry
of Finance. Our operations are financed by reflows
from the portfolio and through capital injections from

the development cooperation budget, for which the
Swedish Ministry for Foreign Affairs is responsible.

| didsidddaanais

An entrepreneur weaves a
basket in Addis Ababa, Ethiopia.

Since our inception, we have invested in companies,
financial institutions and funds in countries across
Africa, Asia, Latin America and Eastern Europe. At
the end of 2023, Swedfund had 73 investments, with
62 percent of the portfolio invested in Africa, mainly
in sub-Saharan Africa. The value of our portfolio
amounted to more than SEK 10 billion at the end

of 2023.

Similar development finance institutions exist in
fourteen other European countries, all of which are
members of European Development Finance
Institutions (EDFI).

Investments that contribute
to poverty reduction

2%

of our portfolio is
invested in Africa

Portfolio distribution
Concerns Swedfund's portfolio, proportion
of total contracted amount (%)

GEOGRAPHY
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[ Africa 62%

M Asia 33%

M Eastern Europe 5%
Other 0%

SECTOR

N
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M Energy & Climate 38%

M Financial Inclusion 33%

M Sustainable Enterprises 28%
Other 1%

INSTRUMENTS

22 ——
a2
2 ——

[ Equity 8%
M Equity (Indirect) 52%
M Loans 30%

Loans (Indirect) 9%
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Pillars

IMPACT ON SOCIETY

Our investments aim to have an impact on society in

developing countries. We measure performance using

the following indicators:

* Jobs

* Gender equality and women’s economic
empowerment

¢ Climate impact
* Tax revenues

Our Vision: /;@ SUSTAINABILITY

Our investments are aimed at helping to create
sustainable businesses in developing countries. We

°
A W O r | d W I t h O U t measure performance using the following indicators:
* Decent working conditions

* Management system for environmental and social

issues, including human rights
p O V e r y How we Operate ¢ Management system for anti-corruption

Our work is based on our Theory of Change. This @

means that we carry out an analysis of how a potential @% FINANCIAL VIABILITY
While Swedfund shares the same go al as Swedish investment can contribute to change and what direct ‘We aim to help create profitable and financially viable

. and indirect development effects we can help to companies in developing countries. We measure

develo pme nt coo pera tion » We use other tools to create. We contractually bind the changes we want to performance using the following indicators:
achieve it. Our investments hel p to create more achieve and consider possible, and provide expertise » Turnover and profitability
jObS with decent working conditions and improve and technical assistance as and when necessary to support ¢ Return on funds

sustainable development. Our business model is based on * Capital mobilisation

e access to essential prO‘dUCtS and services in the three pillars: impact on society, sustainability and financial
Download PDF ¥ world’s poorest countries. viability. We follow up and report a number of indicators. % Read more about our pillars on page 41.
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Our focus

According to our Owner instructions, Swedfund’s
remit is to operate in the least developed countries,
where there is the greatest opportunity to make a
difference. We have therefore opted to have a geo-
graphical focus on sub-Saharan Africa and some of the
most vulnerable countries in Asia and Eastern Europe.
Approximately 60% of Swedfund’s investments are
made in sub-Saharan Africa.

67% 39%

Proportion of investments Volume of mobilised
that increases both turn- capital of total con-
over and profitability tracted value

MSEK 1,460

Capital injection
for 2023

Our risks

Taking risk is a pivotal part of our mission and busi-
ness. We are catalytic by taking risks and showcasing
opportunities. Our ambition is to act as a bridge to
private capital and boost private investment in devel-
oping countries. Our risk management method aims
to achieve risk optimisation based on our mission
goals and business model, rather than risk minimi-
sation in every respect.

% Read more about our risks on pages 46-47.

Sectors

We invest in four sectors which we consider to be
particularly important for achieving our goal: Energy
& Climate, Financial Inclusion, Sustainable Enter-
prises and Food Systems. Climate, gender equality and
women’s economic empowerment, and digitalisation
are three thematic areas that are integrated into all
aspects of our work, irrespective of the chosen instru-
ment, geography or sector.

Our additionality

According to Swedfund’s Owner instructions, our
investments must be additional in accordance with
the OECD’s definition. This means that we enable
investments that would otherwise not take place.
Swedfund assesses additionality from three perspec-
tives: financially, in terms of sustainability and based
on the investment’s impact on society. A prerequisite
within each new investment is that we contribute
something in one of the dimensions. In addition to
capital, it may be a question of providing skills to help
companies develop in a sustainable direction. We
often provide Technical Assistance (TA) for quality-
enhancing initiatives amongst portfolio companies
and to increase the overall development effects that
the business generates.

Project Accelerator

The Project Accelerator carries out feasibility studies
and capacity-building initiatives to develop sustain-
able and investable projects within critical infra-
structure in developing countries. The projects are
developed with a local project owner who thereafter
implements it with financing from a development
bank or a Swedish export credit solution. Swedish
companies can be a part of the solution within sectors
such as energy, water, digitalisation and sustainable
transport. The Project Accelerator is an example of
how synergies between trade and development coop-
eration can be utilised.

100%

We only invest in
renewable energy

A solar farm outside Pokhara,
Nepal in which Dolma Impact
Fund has invested.
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JANUARY

MSEK 1,460

Swedfund received a
capital injection of MSEK
1,460, with MSEK 460
earmarked for climate
investments.

APRIL
West Africa

As part of our incre-
ased focus on West
Africa, we opened a
new regional office in
Abidjan, Cote d'lvoire.

The year in review

2023 was an eventful year for Swedfund.
Here, we highlight some key events,
including those related to our operations,

strategy and partnerships.

Global Gateway

The EU's strategy to scale up investment in infrastructure
globally. In 2021-2027, EU countries will invest up to EUR 300
billion. Part of the role of development finance institutions is
mobilisation of private capital and project preparation.

MAY
Stakeholder dialogue

During the development
of our new strategy, we
conducted a stakeholder
dialogue with civil society
to gather important views
and perspectives.

JUNE W

Ukraine
Together with the European Bank

JUNE
S S
: presidency

institutions, we signed a coopera-
tion agreement for private sector
investment as part of the country’s
reconstruction.

At the Financing for
Digitalisation and Green
Growth event, we shared
key lessons from our
investments and our work
on digitalisation.

Read more on pages 26-27.

OCTOBER

Global Gateway

At the Global Gateway
Forum, we discussed how
to accelerate the imple-
mentation of the EU Global
Gateway initiative with
business representatives.

DECEMBER

New strategy

We adopted a new strategy

for 2024-2030 with the aim of
tripling our contribution to the
Sustainable Development Goals.

Read more on pages 38-39.

SEPTEMBER

Ukraine

Swedfund's Project Accelerator
received MSEK 50 in earmarked
funding for projects in Ukraine.

2024

JANUARY 2024

Apollo Agriculture

Our first investment in the
Food Systems sector, which
is also the first to use the EU
guarantee under the Global
Gateway framework.
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Impact and results

at a glance

In our mission to contribute to poverty reduction through sustainable investments
in developing countries, it is vital that we set clear goals and measure results. Here,
we present some of the key results that we have achieved. The figures from 2023
show that our portfolio is performing as well as or better than last year in most of
the indicators we use to measure the impact of an investment.

(2
(0.

-

ZU

/

Energy &
Climate

Energy production:

11 TWh

Sector-specific results in line with each sector’s Theory of Change

&,
EY)

Financial
Inclusion

Number of microfinance loans:

8,100,000

all

Sustainable
Enterprises

Number of jobs:

186,000

Food Systems

Established:

2023

Job growth. Proportion
of portfolio companies
that recruited additional
employees during 2022:

1%

Number of new invest-
ments during the year:

14

Number of investments
concluded during the year:

3

Reported tax in total,
SEK billion:

approx. 18.2

Number of households and

enterprises with access to elec-

tricity via off- and mini-grids:

910,000

Number of loans to SMEs:

090,000

Tax revenues:

MSEK 6,886

In 2023, we added a new sector

to expand our work within the
agriculture sector. By investing

in production and processing, we
aim to contribute to more efficient
food supply.

Number of jobs in
the portfolio:

338,000

Return on the portfolio, IRR
(see pages 76-77):

6%

Number of portfolio companies
and total contracted amount

(incl. surplus values), MSEK

10,073

8,435

2021 2022 2023
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Husk Power Systems

Type: Equity (direct)
Country/region: India, Nigeria
Sector: Energy & Climate
Amount: MUSD 5

) ;/(I)‘ In Nigeria, almost half of the population lacks
TR access to electricity, while India is approaching 100
percent electrification but with electricity of varying
quality and reliability.

Swedfund has invested an additional USD five million through
equity in the existing portfolio company Husk Power Systems
(Husk). Husk designs, builds, owns and operates solar-based
microgrids in India and Nigeria. This additional investment will
be used for the continued deployment of microgrids that enable
increased access to clean, affordable and reliable energy in

rural and semi-urban areas. We have been shareholders in Husk
since 2017.

Investments in 2023

Vietnam Prosperity Joint Stock Commercial Bank
Type: Loan (direct)

Country/region: Vietnam

Sector: Financial Inclusion

Amount: MUSD 25

S Vietnam has successfully reduced poverty for several
E@ years. According to the United Nations Development
Programme (UNDP), the main reason is that Vietnam
has prioritised investments for increased productivity and job
creation in a range of sectors and industries. Vietnam is one of
Southeast Asia’s fastest-growing economies with a clear ambition
to develop its private sector sustainably. It is therefore important
that the country’s financial sector is strengthened and that
companies are given the opportunity to grow.
Small and medium-sized enterprises in Vietnam account for
98 percent of all enterprises and 40 percent of the country’s GDP.
Swedfund’s loan to Vietnam Prosperity Joint Stock Commercial
Bank provides the bank with complementary long-term financing,
which is expected to support private sector growth, especially
for small and medium-sized enterprises. The loan is part of a
syndicate with other development finance institutions led by the
International Finance Corporation (IFC) and is our first direct
investment in Vietnam’s financial sector.

Horizon Capital Growth Fund IV
Type: Equity (indirect)
Country/region: Ukraine, Moldova
Sector: Sustainable Enterprises
Amount: MUSD 15

Russia’s full-scale invasion of Ukraine has had a major
|:||]|] impact on the Ukrainian economy and has limited
access to capital for businesses and others. However,
companies in Ukraine’s IT sector have quickly adapted to the new
circumstances. The sector expanded by six percent in 2022 to
over USD 7.3 billion in service exports and it paid over USD 1.5
billion in taxes and duties. These companies continue to create
jobs, especially for the young population in Ukraine and Moldova.
Swedfund has agreed on an indirect equity investment of up
to USD 15 million in Horizon Capital Growth Fund IV. Horizon
Capital is a leading firm in Ukraine and the manager’s fund IV is
targeting investments in the IT sector in Ukraine and Moldova.
The fund is expected to contribute to the creation of more jobs
and export revenues for both countries as well as the continued
development of the private sector in Ukraine and Moldova.

% Read more about our work in Ukraine on pages 24-27.
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E3 Low Carbon Economy Fund |
Type: Equity (indirect)
Country/region: Sub-Saharan Africa
Sector: Energy & Climate

Amount: MUSD 10

a ;/Q\ Enabling early-stage companies to

TR grow and develop their business

in areas such as renewable energy

and digitalisation contributes to economic
growth and job creation. Given this context,
we made an indirect equity investment of USD
ten million through E3 Low Carbon Economy
Fund I (E3). E3 is focused on investments in
renewable energy, climate and digitalisation
in developing countries in sub-Saharan Africa.
Kenya, South Africa, Ghana and Nigeria are
examples of countries in which investments
will be made.

The fund’s strategy is to primarily invest
small amounts in relatively new companies
in three areas: off-grid renewable energy
solutions; digital products and services; and
low-carbon products and services that may
include electric vehicles.

Transform Health Fund

Type: Equity (indirect)
Country/region: Sub-Saharan Africa
Sector: Sustainable Enterprises
Amount: MUSD 5

The healthcare systems in many
|]|:|[||] African countries are not suffi-

ciently robust or developed to
meet the extensive needs that exist. Accord-
ing to the WHO, a combination of measures
from public and private actors is necessary to
establish a functioning health sector in these
countries.

Swedfund has agreed on an indirect loan
investment in the health sector through
Transform Health Fund, which geographically
prioritises investments in sub-Saharan Africa.
The fund will provide debt financing to small
and medium-sized enterprises to develop
innovative healthcare models and digital
solutions that contribute to a more resilient

healthcare ecosystem in Africa.

Amethis Fund Il

Type: Equity (indirect)
Country/region: Africa

Sector: Sustainable Enterprises
Amount: MUSD 20

A majority of Africa’s young popu-
|][|[||] lation lacks stable economic condi-
tions. About a third of Africa’s 420
million young people aged 15-35 are unemployed.
Nine out of ten jobs are created in the private sec-
tor and investments are required for companies
to grow and employ more people.

Swedfund made an indirect equity investment
in Amethis Fund III, a generalist fund focused on
several industries, mainly in consumer products
and services. The fund’s geographic focus is all of
Africa, with East Africa and West Africa expected
to account for the largest share of investments. In
addition to job creation, Swedfund’s investment
in Amethis will contribute to the mobilisation of

private and institutional capital.

South Asia Growth Fund IlI

Type: Equity (indirect)
Country/region: India, Southeast Asia
Sector: Energy & Climate

Amount: MUSD 25

In India and countries in Southeast Asia, many sectors show good growth potential, and
o =

o7 in many cases, this is combined with a growing population. To facilitate green growth and
N reduce dependence on fossil fuels, investments in green solutions that lead to reduced

carbon dioxide emissions and climate impact are required.
Swedfund has agreed on an indirect equity investment in South Asia Growth Fund III. The fund
has abroad mandate to invest in various sectors where the focus is on climate benefits and resource
efficiency in the agricultural sector and other sectors that include energy efficiency, mobile and digital
solutions, recycling, water and sanitation.
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Mirova Gigaton Fund

Type: Loan (indirect)

Country/region: Sub-Saharan Africa, Southeast Asia, Latin America
Sector: Energy & Climate

Amount: MUSD 30

) ;p Increased access to affordable, reliable and sustainable energy is crucial
i
TRR to achieving the Sustainable Development Goals. Today, about 760 mil-

lion people lack access to electricity, which negatively affects countries’
development and economic growth. According to the International Energy Agency,
investments in renewable energy equivalent to USD 660-730 billion are needed to
achieve the Sustainable Development Goals. This involves replacing fossil energy
with renewable energy sources and increasing capacity to meet increased energy
needs globally.

Our investment in Mirova Gigaton Fund aims to increase access to off-grid solar
energy solutions. The investment enables debt financing of companies developing
such solutions. The fund has a broad geographical mandate, but primarily targets
countries in sub-Saharan Africa, Southeast Asia and to a lesser extent Latin America.
We are helping to strengthen the fund’s sustainability efforts in areas such as envi-
ronmental and social issues and women’s economic empowerment.

Apis Growth Markets Fund Il

Type: Equity (indirect)

Country/region: Africa, South Asia,

Southeast Asia

Sector: Sustainable Enterprises
Amount: MUSD 32

ﬁ An obstacle to development and
sustainable growth is the lack

of well-functioning financial services such
as savings, payment solutions or similar in
developing countries. Swedfund has made an
indirect equity investment in Apis Growth
Market Fund III (Apis I1I), a fund that targets
companies at the intersection of finance and
technology in Asia and Africa. Apis III focuses
primarily on companies in Egypt, India, Indo-
nesia, Kenya and Nigeria.

Our investment is expected to contribute
to increased digitalisation and innovation,
improved access to and quality of financial
services and the creation of jobs with decent
working conditions. We have invested in two
previous funds with the same fund manager
and the investment in Apis III alongside other
development finance institutions has enabled
significant mobilisation of private capital. Our
investment also contributes to the develop-
ment of Apis’s work with women’s economic
empowerment.

African Rivers Fund IV

Type: Loan (indirect)
Country/region: Sub-Saharan Africa
Sector: Financial Inclusion
Amount: MUSD 15

S Increased access to long-term financing and value

E@ creation for small and medium-sized enterprises, as

well as increased employment, income and women’s
economic empowerment, contribute to sustainable private sector
development in Africa.

We agreed on an indirect loan investment through a commit-
ment of up to USD 15 million in African Rivers Fund IV (ARF IV).
Swedfund has invested as a shareholder in the manager’s previous
fund, African Rivers Fund III, and the investment in ARF IV
expands its involvement in countries such as the Democratic
Republic of Congo, Uganda, Angola and Zambia. ARF IV is a credit
fund with a broad and general focus on several industries. The

fund helps to increase access to finance for small and medium-
sized enterprises in challenging markets where there is a high
demand for growth capital.
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Joliba Capital Fund |

Type: Equity (indirect)
Country/region: Africa

Sector: Sustainable Enterprises
Amount: MEUR 15

A Enabling small and medium-sized

|:||]|]|:| enterprises in the least developed
regions of francophone Africa
to grow is essential to contribute to private
sector growth, tax revenues, job creation and
women’s economic empowerment.

Swedfund has agreed to make an indirect
equity investment in Joliba Capital Fund I.
The fund is primarily focused on consumer
sectors including financial services, consumer
goods, insurance and education. The geo-
graphic focus of the fund is mainly countries
in West Africa and Central Africa.

South East Asia Clean Energy Fund
Type: Equity (indirect)
Country/region: Southeast Asia
Sector: Energy & Climate

Amount: MUSD 12

= ;,Q Sustainable economic develop-
SRR ment and reduced inequality
in Southeast Asia can be made

possible by making growth capital available
to young companies whose business ideas
actively contribute to accelerating the green
transition in some of the region’s most fossil
fuel intensive and rapidly growing economies.

Swedfund agreed on an indirect equity
investment through a commitment of up to
USD twelve million in Southeast Asia Clean
Energy Fund II (SEACEF II). SEACEF Il is
an early-stage fund that invests in projects
and companies in renewable energy, energy
efficiency and e-mobility.

The fund focuses on countries in Southeast
Asia, primarily Indonesia, Vietnam and the
Philippines, and the investments are expected
to contribute to climate change mitigation in
aregion characterised by high emissions from
its largely fossil fuel-based energy production.

Evolution IlI

Type: Equity (indirect)
Country/region: Sub-Saharan Africa
Sector: Energy & Climate

Amount: MUSD 25

=Y ;2)\ In sub-Saharan Africa, access to reliable and clean electricity still lags behind most other
SRR parts of the world. With an electrification rate of 46 percent, 590 million people still have
no access to electricity, reinforcing socio-economic inequalities and hindering economic
development.
We agreed on an indirect equity investment through a commitment of up to USD 25 million in
the first closing of the fund Evolution III. Evolution III is a fund with a broad focus on investments
in renewable energy and energy efficiency with a focus on several countries in sub-Saharan Africa.

Swedfund has also invested in the fund manager’s previous fund Evolution II.

d.light

Type: Loan (direct)

Country/region: Sub-Saharan Africa, India
Sector: Energy & Climate

Amount: MUSD 1

=30 Access to affordable and reliable
TR electricity is an important factor for
poverty reduction and job creation,
and a prerequisite for achieving the Sustainable
Development Goals.

An additional investment of up to USD one mil-
lion was agreed in the existing portfolio company
d.light. d.light operates in Africa and India and
offers, amongst others, solar panels for off-grid
energy supply in rural areas where there is often
no connection to the larger electricity grids.

Swedfund has been a shareholder in d.light
since 2018 and the current additional investment
isin the form of a convertible loan.
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Swedfund's investments
accelerate progress on
sustainable development

THE LAST FEW YEARS have been marked by global
challenges and crises, such as Russia’s full-scale
invasion of Ukraine, the Covid-19 pandemic, conflicts
flaring up in the Middle East and the increasing
frequency of climate-related natural disasters.
Combined with macroeconomic challenges, this has
led to reduced flows of foreign direct investment into
developing countries and an increased risk profile

of Swedfund’s investment countries. Despite this
uncertainty, Swedfund’s pace of investment during
the 2020-2023 business plan was higher than ever.
This has been made possible thanks to dedicated

and competent employees who have worked hard to
overcome unexpected challenges, a business model
that has proved to work well in crises, and the govern-
ment’s and parliament’s confidence in Swedfund as
demonstrated by the increased capital injection.

The climate crisis is one of the greatest challenges
of our time, and it is gratifying to note that historic
decisions were taken during COP28 by including de-
carbonisation in the global climate agreement for the
first time. The earmarked capital injection of MSEK
460 approved by parliament allows us to accelerate
investments in climate mitigation, adaptation and
resilience. The Energy & Climate sector saw the great-
est expansion in terms of investment volume during
the business plan period. In this sector, Swedfund

contributes to the green transition by investing in
increased capacity for renewable energy production,
climate mitigation and increased societal resilience.
During 2023, we invested SEK 2.5 billion in poverty
reduction, climate and development. SEK 1.46 billion
was financed through the capital injection approved
by parliament and the remaining through reflows
from exited investments. Collaboration between the
EU and the European development finance institu-
tions deepened and increased in scope, particularly
regarding the implementation of the Global Gateway
and Team Europe initiatives. Development finance
institutions are considered to be important actors in
their implementation. We have raised our ambition
regarding an increased number of investments in the
food sector. In early 2024, we invested in Apollo Agri-
culture, which provides smallholder farmers in Kenya
with agricultural products along with distribution,
advice, insurance and financing. The investment is
also the first to deploy a Global Gateway guarantee.
In 2023, we agreed on 14 new investments in the
Energy & Climate, Financial Inclusion and Sustaina-
ble Enterprises sectors. This contributed to a portfolio
value amounting to just over SEK ten billion at the
end of 2023 and a portfolio value increase of SEK 1.6
billion. Operating profit, excluding currency effects,
amounts to MSEK -16 for the full year, with the
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negative result being primarily attributable to write-

downs in the equity and fund portfolio. Dividends and

net interest income continued to develop positively
during the fourth quarter, contributing to a positive
operating profit where recurring income exceeded
operating expenses by a good margin. The return

on the investment portfolio expressed through IRR

remained stable at the end of the year, corresponding

to 4.6 percent of the total portfolio.

‘We continue to demonstrate good results that align
with our business model’s three pillars and mission
objectives.

« Approximately 338,000 people work in our portfolio
companies. 57 percent of our investments have
increased their number of employees and we have
contributed to 1.9 million indirect jobs.

¢ Our investments contribute to 11 TWh in energy
production and around 570,000 households and
companies have gained access to energy through off
and minigrids.

* We have provided capital to small and medium-sized
enterprises through 690,000 loans.

During the year, Swedfund had a particular focus on

Ukraine. As a development finance institution, Swed-
fund can create the right conditions for further devel-
opment of Ukraine’s private sector. Our experience in

operating in high-risk conflict areas with both invest-
ments and feasibility studies can support Ukraine’s
recovery and economic resilience. At the start of the
year, I visited Ukraine to sign Swedfund’s investment
in Horizon Capital Growth Fund IV in the presence of
President Volodymyr Zelenskyy. The fund invests in
small and medium-sized enterprises in Ukraine and
Moldova’s IT sector, a sector which has continued to
grow during the war and contributes to jobs as well as
tax and export revenues in Ukraine. Together with 16
other development finance institutions, we signed an
agreement with the European Bank for Reconstruc-
tion and Development to coordinate and share risk in
investments in Ukraine. Through feasibility studies
and capacity-building efforts in Ukraine, we are laying
the foundations for more sustainable infrastructure
projects in sectors such as digitalisation, water, waste
and energy. Through the Project Accelerator, we con-
tribute to more sustainable and investable projects in
which Swedish companies can be part of the solution
to meeting local infrastructure needs in Ukraine.

We are very proud of our achievements during the
outgoing strategy period 2020-2023. A significant
milestone in 2023 was the doubling of our portfolio
size. An increased portfolio size enables us to generate
greater impact by creating more jobs with decent
working conditions, increasing women’s economic

A significant milestone in 2023 was the doubling of our portfolio size.
An increased portfolio size enables us to generate greater impact by
creating more jobs with decent working conditions, increasing women'’s
economic empowerment and improving access to electricity.

empowerment and improving access to electricity.
During 2023 we opened a regional office in Abidjan,
Cote D’Ivoire, to scale up investments in West Africa
where there are great investment needs and good
opportunities for further investments. At the same
time, the region is characterised by political instabil-
ity, meaning investments are made in a challenging
context.

We enter the new year with a new strategy for
2024-2030. Our strategy is based on the expertise
and areas that we have developed over the past years.
Based on our experience and know-how, we aim to
triple our contribution to the Sustainable Develop-
ment Goals during the upcoming strategy period.
This will be achieved by using our two instruments,
investments and feasibility studies, which enable us
to work holistically with sustainable development
and inclusive growth during a time in which demand
for our instruments is very high. During the coming
strategy period, we will strive to enhance progress
towards achieving the Sustainable Development
Goals in partnership with other development finance
institutions, private actors, institutional investors and
civil society.

MARIA HAKANSSON,
Chief Executive Officer

Results in line with our
mission objectives

Proportion of portfolio companies in the active
ownership phase that comply with the ILO’s

100%  91%

Goal Result

Proportion of investments fulfilling the

60%  54%

Goal Result

Proportion of mobilised capital

0%  39%

Goal Result

Proportion of investments increasng turnover
and profitability

60%  6/%

Goal Result

The portfolio's total emission of greenhouse
gases per invested Swedish krona

reduce 284

over time with TCO,e/MSEK
2020 as base year (2022: 30.7)
Goal Result

Read more about our mission
objectives on page 36.
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The 2030 Agenda for Sustainable
Development and the Paris Agree-
ment collectively form an action plan
with the aim of leading to peace,
prosperity, lower emissions and
sustainable growth. Halfway to the
year 2030, we can see that develop-
ments are not heading in the right
direction. Progress on some goals has
stalled, while progress in other areas
is regressing - a trend exacerbated by
the global crises of recent years. Part
of the solution to reverse the trend is
sustainable investments in companies
that can contribute to inclusive eco-
nomic growth, job creation, digitalisa-
tion and the green transition.

THE SUSTAINALBE DEVELOPMENT GOALS (SDGs)
were adopted in 2015 by all UN member states. The
years following its adoption saw a number of positive
trends. Extreme poverty and child mortality contin-
ued to decline. Progress was made in the fight against
diseases such as HIV and hepatitis. Access to elec-
tricity in the poorest countries improved, as did the
proportion of renewable energy sources in the energy
mix. Globally, unemployment was back at levels not
seen since before the 2008 financial crisis.

Today, it is clear that much of this progress was built
on fragile foundations, and that too little progress was
made in many areas. Several interconnected and global
crises, including the coronavirus pandemic, Russia’s
invasion of Ukraine and the ongoing climate crisis,
have presented significant additional challenges to
implementation. 2023 marks seven years left until
2030, the year the goals must be achieved. Despite the
negative trend, it is still possible to reverse the devel-
opment and positively influence individuals, societies
and the climate and, in the long run, contribute to
more voices being heard and more opportunities for
action for developing countries that are particularly
vulnerable.

Halfway to the
2030 Agenda

How are the SDGs progressing?
The UN’s assessment of the approx-
imately 140 targets for which data
is available shows that around half (
of the targets are heading in the Wi
wrong direction. If current trends g
persist, an estimated 575 million .
people will continue to live in
extreme poverty by 2030, with
only around a third of countries
achieving the target of halving
national poverty levels. Global
hunger is back at levels not seen
since 2005, and food prices are still
higher than in 2015-2019. In addi-
tion, the window for limiting global
warming to 1.5°C is shrinking, which

is what will be necessary to prevent the
worst effects of the climate crisis.

At the current rate, it will take an
estimated 140 years for women to be equally
represented in leadership positions in the work-
place, and 47 years to achieve equal representation

A project for sustainable potato cultivation \_
in Kenya via our portfolio company Platcorp. :
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in national parliaments. Approximately 660 million
people will continue to lack access to electricity, while
nearly two billion individuals will be reliant on fossil
fuels in 2030. Given this context, there remains a
significant demand for sustainable investments.

Developing countries worst affected
Developing countries and the poor are to a greater
extent affected by these developments. Since the
pandemic, many countries are grappling with unpre-
cedented increases in debt and an economic situation
further exacerbated by high inflation, rising interest
rates and geopolitical tensions. The limited fiscal
scope restricts governments’ capacity to implement
reforms and launch support packages to strengthen
the economy, enterprises and societal resilience.
The capital available in the global financial system
is sufficient, but not enough is being channelled to
sustainable development to the extent and speed
that is necessary to achieve the SDGs and the Paris
Agreement. The funding gap for developing countries
to achieve the goals is estimated at USD 2.5-3 trillion
per year.

However, there is a silver lining. There are positive
developments taking place within digitalisation,

To succeed, we must leverage the efforts of
various stakeholders who, with their respective
mandates, methods and tools, can collaborate
effectively to achieve shared objectives.

with millions of people now having access to mobile
networks and an internet connection. The increase

is particularly rapid among low and middle income
countries. Digitalisation is fundamental for sustaina-
ble and inclusive development and plays an important
role in innovation, growth and job creation.

Investments promote growth

Trade and investments are mutually reinforcing and
promote economic growth in developing countries.
Between 1990 and 2017, the share of global exports
among developing countries rose from 16 to 30
percent, while over the same period, global poverty
levels fell from 36 to nine percent. Though not all
countries have benefited equally, trade has overall
generated strong economic growth and helped lift
around one billion people out of poverty. At the same
time, conducting trade between African countries is
both expensive and time-consuming due to structural
and actual obstacles such as a lack of infrastructure,
weak institutions, corruption and the fact that many
countries export similar and competing products.
According to the United Nations Conference on Trade
and Development (UNCTAD), only around two per-
cent of global trade in 2015-2017 occurred between

Small enterprises.in llani.market -
outside Nairobi, Kenya.-
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African countries. The corresponding figure for
Europe was 67 percent. The African Continental Free
Trade Area (AFCFTA) agreement signed in 2021 has
the potential to expand intra-African trade, deepen
regional integration, and promote investment on the
continent.

The situation in developing countries in Asia is
different. A rapidly growing middle class and
consumption patterns that have shifted due to the

coronavirus pandemic has led to a strong recovery and

a growing digital economy. Trade is more integrated
within the region than in sub-Saharan Africa, but
certain trade barriers continue to present challenges.

Sustainable investments can help to improve value
chains locally, link a country’s economy with global
value chains, and foster economic growth and inno-
vation. At the same time, foreign direct investments
in Africa account for only 3.5% of total global flows in
2022. Development finance institutions operate in
high-risk environments and can help mobilise addi-
tional private capital to developing countries through
extensive experience and knowledge of sustainable
investments in challenging contexts.

The importance of partnership and collaboration
The 2030 Agenda is underfunded and development
finance institutions have a key role in accelerating its
implementation. To succeed, we must leverage the
efforts of various stakeholders who, with their respec-
tive mandates, methods and tools, can collaborate
effectively to achieve common objectives.

Investing with other like-minded organisations is
important to bring about change. Swedfund is one of
15 members of the European Development Finance
Institutions (EDFI). At a strategic level, EDFI’s agenda
is harmonised with the Sustainable Development
Goals. We often work together, and more than half of

all investments are made with one or more devel-
opment finance institutions. Swedfund also works

in partnership with other organisations, including
civil society organisations, development banks, other
business partners and traditional aid organisations.
Together, we can accelerate the pace of investment in
developing countries and contribute to the realisation
of the SDGs.

Our contribution to the SDGs

Swedfund contributes to all of the sustain-
able development goals. Poverty reduction
(Goal 1) is directly linked to our mission. Our
focus on gender equality (Goal 5), decent
work (Goal 8), equality (Goal 10) and climate
(Goal 13) permeates all of Swedfund's opera-
tions and investment processes.

1 N
POVERTY

GENDER 8 DECENT WORK AND 10 REDUCED 13 %ml‘[

EQuALITY ECONOMIC GROWTH INEQUALITIES

{ -
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Interview

Moky Makura

Shifting the
African narrative

Moky Makura is Executive Director at Africa No
Filter, an organisation working to shift the narrative
on Africa. She tells Swedfund about how contem-
porary and nuanced accounts can be a tool to
influence the continent’s development.

Africa No Filter's mission is to change the narrative on Africa.
Why does this matter?

Narratives matter because they inform our worldview - our beliefs and
ultimately our actions. The narrative about Africa as a broken continent,
dependent and lacking the agency to make the change it needs is a persis-
tent one - especially in the development sector. This narrative informs
how the world sees Africa and increasingly how Africa sees itself. It’s a
narrative that has implications on aid and trade policies as well as invest-
ment and business, but also increasingly on African migration.

Africa No Filter has previously addressed the relevance of culture
and creativity in the continent’s development. Could you describe
this connection and your view on it?

The creative industry aligns with Africa’s demographic and urbanisation
shifts. It’s alow barrier entry sector that can help tackle unemployment.
It also harnesses the inherent talents and strengths of the continent - our
youth and our cultural assets in music, film, fashion, art and food. These
are already areas where we are excelling, and they are helping to redefine
the continent for an entire generation. These assets present a huge oppor-
tunity for us, and if properly unleashed, could have a transformational
impact on Africa’s development trajectory.
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In your opinion, what are the concerns and hopes of the upcoming
generation in Africa?

I don’t think the concerns and hopes of African youth are any different to
the concerns and hopes of youth all over the world. They want the same
things and they have largely the same aspirations. A recent Afrobaro-
meter survey showed that employment is at the top of their agenda. The
difference between African youth and youth in other parts of the world

is that in some cases they are lacking the most important ingredient for
success: hope. We need people to believe that African youth are not a
’ticking time bomb’ but a resource to be nurtured and a huge opportunity
for the continent.

Do you think digitalisation can bring about new opportunities for
the continent’s private sector, and if so, what are they? Do you
see any challenges?

I think it would be foolish to think that the rapid change we are seeing
across the world from the effects of digitalisation won’t affect Africa posi-
tively — we are already seeing its effects in so many areas.

It presents us with an opportunity to leapfrog without following tra-
ditional development paths; we can chart a new course. Take the mobile
telecommunications sector as an example. In just 36 years, the sector has
connected over half a billion people in Africa, created thousands of jobs

Kevin Underson, teacher at The Red
Hill Education Centre i Kangemi,
Kenya.och a Premier Credit client.

as well as successful indigenous companies. Africa leapfrogged over its
challenge of poor and non-existent fixed-line infrastructure and blasted
into a bright new future.

The leap was possible because of new technology, cheaper infrastruc-
ture, more affordable products, competitive markets, an enabling regula-
tory environment and business models designed for the mass market. As
aresult, Africa today has the fastest-growing mobile market globally. One
of the biggest challenges is the cost of data in Africa, prohibiting young
people from accessing what is available to their western counterparts for
a fraction of the cost. That’s when you start understanding the inequity in
the system. The digital divide is real.

Given the current status of the world, many people are struggling
to feel hope and find stories of positive development. Do you have
a story of hope to share with us?
I don’t have just one story of hope, I have many. Africa No Filter funds
anews agency called bird which puts out success, progress and human-
interest stories that make you rethink what you know about the conti-
nent. Since it started two years ago, bird has published over 1,400 of these
narrative-changing stories that offer hope for Africa.

For example, a story about how electricity access in Africa is higher
than previously thought thanks to off-grid solutions. Another story about

Stories do something powerful that data

alone can't do - they inspire and provide

hope. Hope is what we really need to drive
Africa’s development agenda, because without
inspiration or hope nothing will happen.

how across the continent, ten nations are scripting a new narrative of
empowerment and transparency and topping the Press Freedom Index,
signalling greater press freedom in parts of Africa. Also, ahome-grown
African company that is breaking into the Chinese market with a product
enabling users to monetise their WiFi connections.

How do you think development finance institutions can contribute
to Africa No Filter's mission to change the narrative on Africa?

In his book Factfulness, Hans Rosling wrote, “The world cannot be under-
stood without numbers. But the world cannot be understood with num-
bers alone”. We need stories because they provide the nuance and context
that is often missing with data. We need stories to help us understand
what is really going on here in Africa, and stories do something powerful
that data alone can’t do - they inspire and provide hope. Hope is what we
really need to drive Africa’s development agenda because there is nothing
that happens in this world without inspiration or hope.

All this to say that storytelling is an intrinsic part of the global deve-
lopment mix, and for something so important is woefully overlooked as a
development tool.

We need investment into the creative economy, for example in African
story platforms, local media, local distribution networks and for the
storytellers themselves. It’s the only thing that really matters.
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(el Recent global crises have
ECONOMIC GROWTH

exacerbated existing
challenges in developing
countries, leading to
lower economic growth, higher un-
employment and increased poverty.
Sustainable investments create new
jobs and can help meet the needs of
a growing and increasingly urbanised
population, and seize the opportuni-
ties that it brings about.

o

/// /]
.

THE GLOBAL LABOUR MARKET is undergoing a
period of change. According to a report by the World
Economic Forum, 23 percent of all jobs globally will
change over the next five years due to increased use of
technology, the green transition and macroeconomic
events. At the same time, the health, geopolitical and
economic crises of recent years have already affected
employment worldwide, and demographic shifts are
likely to lead to even more changes over the coming
years.

More people are living in cities

Sub-Saharan Africa accounts for more than half of
the global population growth expected by 2050. The
world’s 46 least developed countries are expected to
have the highest population growth by 2050. Some of
these countries will double their population between
2022 and 2050, putting enormous pressure on re-
sources and posing major challenges to the fulfilment
of the SDGs. The UN has warned that it will become
increasingly difficult to fight poverty, hunger and
malnutrition and at the same time increase capacity
in areas such as healthcare and education systems at
the necessary pace.

with decent working
conditions contribute to
Inclusive and sustainable
economic growth

In parallel with population growth, more and more
people are moving to cities. Africa is forecast to have
the fastest rate of urbanisation in the world, with an
additional 950 million inhabitants living in cities by
2050. Much of this increase is taking place in small
and medium sized cities. While urbanisation brings
opportunities for growth, digitalisation and innova-
tion, it also presents challenges.

One challenge is that 600 million new jobs will need
to be created by 2030. In addition, the majority of
jobs will need to be created in developing countries,
where the economic situation is difficult due to high
inflation, subdued growth and high levels of debt.
More than 72 million young people in Africa today are
unemployed, the majority of whom are young women.
Almost half of the continent’s young population has
considered emigrating in search for work. In a survey
by the research institute Afrobarometer, respondents
were asked what their country’s biggest problem is. 40
percent answered unemployment. A majority of these
people also said they would sacrifice their democratic
rights in order to get a job.

Private sector development and trade part

of the solution

Although the situation is challenging, there is consid-
erable potential in the private sector, in which nine
out of ten jobs are created. Every new job creates rip-
ple effects and leads to positive development effects.
Employment is the single most important way out of
poverty, and every job supports on average between
five and seven people. Parallel efforts are necessary to
create more jobs. Policy reforms are needed to create
favourable conditions, combined with investments
in the public sector to build human capital and in

the private sector to enable businesses to grow and
employ more people. A positive trend can be seen in
the increasing levels of education. The proportion

of young people in Africa with upper secondary or
post-secondary education could reach 34 percent by
2040, compared to 23 percent in 2020.

Trade is another important aspect of job creation
and economic growth. Trade spreads ideas and inno-
vations that contribute to sustainable development.
However, it is currently both expensive and time-
consuming to conduct trade on the African continent.
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Investment in infrastructure is therefore urgently
needed to link countries and regions together.

In addition to improved infrastructure, companies
need to be able to grow to contribute to sustainable
growth. Micro, small and medium enterprises account
for 70 percent of all formal jobs in developing coun-
tries. Sub-Saharan Africa has a strong entrepreneurial
spirit and its population has the highest percentage of
people running start-ups. Promoting entrepreneurs’
access to information, capital and markets creates
good opportunities for job creation and growth.

Formalising informal jobs

To create positive development effects, the jobs that
are created also need to be productive, offer decent
working conditions and be covered by social safety
nets. Initiatives that create this type of job can have
amajor impact on poverty reduction and economic
development.

The informal sector presently dominates the labour
market in developing countries. Around 85 percent

of sub-Saharan Africa’s population is employed in
the informal sector, a high proportion of whom are
young people and women. The positive aspect of the
informal sector is that it offers many jobs, which is
particularly important in countries with a population
growth rate that exceeds the number of new jobs in
the formal sector. On the negative side, these tend

to be low-productivity jobs that often lack decent
working conditions.

Female entrepreneurs

Another aspect of creating jobs and growing
economies is the importance of investing in fe-

male entrepreneurs. In developing countries, the
proportion of female entrepreneurs is increasing,
and there are between eight and ten million formal
small and medium-sized enterprises (SMEs) with at
least one female owner. Women face many barriers
when expanding their businesses, despite a greater
contribution to society as a whole by, for example,
spending a higher proportion of their income on their

Knight Kegode,
food entrepreneur.

children’s education. Likewise, companies with a
gender-equal leadership tend to be more productive.
Abarrier to growth in women-owned enterprises is
access to capital. Women generally have poorer access
to basic banking services such as personal and savings
accounts, and often have to rely on loans from family
and friends or microloans to finance their businesses.

Development finance institutions contribute to
job creation

Development finance institutions contribute to job
creation by investing in SMEs to help them grow and
employ people, as well as through other investments.
Investments in renewable energy create indirect jobs
by providing the private sector with cost-effective
and reliable electricity. By prioritising sustainability
aspects of investments, decent working conditions
are ensured. This means, for example, that jobs are
fairly remunerated, the workplace is safe, employees
have access to social safety nets, and that employees
enjoy the freedom to express their opinions, establish

In a survey by Afrobarometer,
respondents were asked what
their country’s biggest problem
is. 40 percent answered unem-
ployment. A majority of these
people also said they would
sacrifice their democratic rights
in order to get a job.

or join a union, and take part in decisions that affect
their work situation. Development finance institu-
tions also help female entrepreneurs access capital
by investing in banks, financial institutions and mi-
crofinance institutions that provide loans specifically
targeted at women. In addition, feasibility studies can
contribute to job creation by making more projects
investable and feasible.

Read more about women'’s economic
empowerment on pages 68-69 and about
the Project Accelerator on pages 54-55.
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13 cuwe Climate change is the

greatest challenge of our
@ time, and the changes
are happening even
faster than previously feared. At the
same time, we are far from powerless
when it comes to slowing down the
effects. To reverse the trend, more
investments in emission reduction,
adaptation and increased resilience
are required.

CLIM

NO PLACE IN THE world is immune to the devastat-
ing consequences of climate change. Rising tempera-
tures are fuelling environmental degradation, natural
disasters and extreme weather, and leading to rising
sea levels, melting ice caps, the death of coral reefs,
acidification of lakes and forest fires. These effects
are, in turn, leading to increased food and water inse-
curity, poverty, macroeconomic disruption, conflicts,
terrorism and refugee flows. It is clear we cannot carry
on in the same way. The cost of dealing with the effects
of climate change is now greater than the amount
being invested in emission reduction. The time to take
action and slow down the trend is now.

The IPCC's summary of climate research

The UN Intergovernmental Panel on Climate Change
(IPCC) regularly publishes reports on climate change
and its impacts. The latest report was presented in
March 2023 and summarises five years of research.

It shows that current greenhouse gas emissions will
lead to increased global warming that is likely to mean
that we will exceed 1.5°C between 2030 and 2035. To
stay below the 1.5°C target, emissions must be cut by
at least 43 percent by 2030 compared with 2019 levels,
and by at least 60 percent by 2035.

Developing countries are worse affected

A study by Stanford University shows that climate
change has increased economic inequality between
developing and more developed countries by 25
percent since 1960. This is because climate change is
arisk multiplier that exacerbates pre-existing chal-
lenges and hits developing countries and the poor the
hardest. The World Bank estimates that the effects of
climate change could push an additional 100 million
people below the poverty line by 2030. In addition,
climate change is leading to increased competition
for resources such as land, food and water, fuelling
socio-economic tensions and, increasingly, leading
to mass displacement. According to the World Bank,
more than 140 million people in sub-Saharan Africa,
Latin America and South Asia will be forced to mi-
grate by 2050 if no action is taken.

The developments can still be halted

However, research also shows that it is not too late to
halt these developments. It will require major changes
in society, such as how we produce food, use land,
transport goods and electrify our economies. There are
already technical solutions for more than 70 percent of
today’s emissions, and the use of electric vehicles is in-
creasing. In many places, renewable energy has become
cheaper than fossil fuels, and investments in renewable
energy sources are increasing at a much faster rate.

20

Investments help
reverse the trend

At the COP28 UN Climate Change Conference,
negotiations finally led to an agreement which could
mean “the beginning of the end” of fossil fuels. For
the first time in 28 years, all countries in the world
have agreed to make the transition. The capacity of
renewable energy will triple by 2030 and the pace
at which technical solutions for carbon capture and
storage are developed will accelerate. An agreement
was also reached on a framework to strengthen the
efforts to achieve the global adaptation goals of the
Paris Agreement.

A positive development for biodiversity is that
in March, after more than 15 years of negotiations,
the UN finally agreed on a new global agreement for
the protection of marine biodiversity. Among other
things, the agreement contains rules to limit environ-
mental impact and create protected areas in the open
seas, which make up around 95 percent of the volume
of the world’s oceans. The agreement suggests that
the UN’s goal of protecting 30 percent of the Earth’s
surface by 2030 will be achievable.

Economies can grow and transition
simultaneously

It is vital that developing countries’ economies can
continue to grow in order to create jobs and reduce
poverty while also transitioning to a green economy.
Improving access to cost-effective and renewable
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energy will be key. Switching from fossil fuels to
low-carbon energy sources can help maintain the
same or even higher production rates while at the
same time reducing emissions, which in turn will
facilitate sustainable growth. Technological advances
can also help by reducing the energy or other resourc-
es needed for production in the first place.
Investments in renewable energy also lead to
more jobs. The positive impact on job creation is the
result of longer and more diverse value chains, higher
productivity levels and increased profits. Jobs in the
renewable energy sector can be created either directly
or indirectly along the entire value chain, for example
in the manufacturing and distribution of equipment,
the production of components, or in services such as
installation and maintenance of equipment. Improv-
ing energy supply through renewable energy sources
can also help to expand existing businesses in other
sectors.

Climate adaptation is essential
For the green transition to succeed, investments in
emission reduction will be needed in both high and
middle-income countries, which are major emitters,
and in developing countries which need to build up
sustainable energy infrastructure. At the same time,
substantial resources must also be invested in increas-
ing resilience and adapting to the changes that are
already taking place. Recent climate-related disasters,
such as the floods in Pakistan, Nigeria and Chad, and
the prolonged drought and famine in the Horn of
Africa, demonstrate the urgent need for investment in
adaptation measures.

South Asia is one of the regions most affected.
Climate change could lead to a sharp deterioration
in living conditions of around 800 million people in
aregion that already has some of the world’s poorest
and most vulnerable populations. Yet the region is
also at the forefront of a number of climate-smart
solutions, including innovative methods aimed at
improving coastal resilience, increased renewable en-
ergy production and sustainable forestry. Accelerating
and scaling up these efforts will be key to increasing

resilience to the region’s rapid warming and reducing
emissions. Overall, developing countries need an
estimated USD 160-340 billion per year until 2030 to
adapt to climate change, including major investment
needs. However, less than ten percent of all climate
finance is currently targeted at adaptation.

Development finance institutions help

fill the funding gap

Development finance institutions such as Swed-

fund can contribute to both emission reduction and
adaptation. Investments in renewable energy, energy
efficiency, adaptation measures and carbon capture
and storage can enable developing countries to make
adirect transition to climate-smart solutions. Over
the past five years, European Development Finance
Institutions (EDFI) has jointly agreed to allocate EUR
eight billion to climate investments in low and middle
income countries. For the past two years, Swedfund
has received capital injections earmarked for climate
investments from the government, enabling further
acceleration of investments in emission reduction,
adaptation and resilience.

With our long track record of investing in develop-
ing countries and business models focused on sustain-
ability and societal impact, development finance in-
stitutions also play a crucial role in mobilising private
and institutional capital. Feasibility studies can also
contribute to a holistic approach to the climate issue
by ensuring that more projects consider sustainability
aspects and become investable. The energy transi-
tion and sustainable economic development can be
achieved with the combined experience in climate
investments of both European development finance
institutions and other partners and investors.

Read more about Swedfund's climate work on
pages 66-67.

Over the past five years, EDFI has jointly agreed

to allocate EUR 8 billion to climate investments

in low- and middle-income countries. For the past
two years, Swedfund has received capital injections
earmarked for climate investments, enabling
further acceleration ofiinvestments in emission
reduction, adaptation and resilience.
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development -
for inclusive and
sustainable growth

10 e Digitalisation is increasing around the world and represents an

INEQUALITIES

A important cornerstone of sustainable and inclusive development.
L= B At the same time, digital inequalities persist between and within

v

countries, between urban and rural areas, and between women

and men. Recent advances in Al have the potential to contribute to increased
efficiency, innovation and job creation if used correctly.

A COUNTRY'S LEVEL OF digitalisation plays an im-
portant role in innovation, economic growth and job
creation. Research shows that a ten-percent increase
in mobile services increases a country’s GDP by half a
percent. Today, 95 percent of the world’s population
lives in areas covered by mobile broadband. Despite
this, only 57 percent uses mobile internet. However,
usage is increasing, and three-quarters of the increase
seen in 2022 occurred in low- and middle-income
countries, in which the majority of people without
internet access live. One in four people in the least de-
veloped countries is now connected. At the same time,
the rate of increase has slowed, which may be caused
by an increase in the cost of mobile phones and in the
cost of living, combined with difficulties in reaching
the poorest part of the population.

Digital infrastructure strengthens resilience
Digitalisation can strengthen resilience and improve
our ability to manage crises. Digital technologies in-
troduce tools and innovative solutions to help address
environmental challenges. They can also be used to
increase resilience to climate change and protect
those most vulnerable to natural disasters. Countries
that had invested in digital infrastructure proved to be
more resilient to the coronavirus pandemic. This was
due to the fact that both private and public sector op-
erations could continue working, despite lockdowns
in society.

Digitalisation has also been important for Ukraine’s
economic resilience against Russia. Ukraine ranks as
one of the top global destinations for the IT outsourc-
ing industry and has seen strong growth in technology
exports and investments in recent years. The IT sector
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has adapted rapidly to face the new circumstances
following Russia’s full-scale invasion. Innovation has
accelerated and digital solutions have been developed
as aresult of many businesses being forced to relocate
and adapt their operations. In some occupied regions,
operators have been unable to maintain equipment,
and telecom companies have constantly had to repair
base stations and replace cables damaged by the war
in order to restore services. Despite this, Ukraine has
managed to maintain a level of mobile coverage that
is amongst the best in the world thanks to operators
working together. In addition, the IT sector grew by
six percent in 2022, fetching over USD 7.3 billion in
service exports.

The digital divide persists

Despite the positive effects of digitalisation, digital
inequalities persist within and between countries, be-
tween different socioeconomic groups, and between
women and men, hampering digital development.
SMEs in particular face challenges in accessing and
using digital technologies, primarily due to a lack of
access to finance. In developing countries, mobile
internet is used to a lesser extent in rural areas com-
pared to urban areas.

Owning a mobile phone has proven to be an impor-
tant tool for empowering women, as it facilitates the
dissemination of information and services, amongst
other benefits. At the same time, 19 percent fewer
women use mobile internet, and of the 900 million
women who are not connected, almost two-thirds live
in South Asia and sub-Saharan Africa.

Al brings new opportunities and risks
Artificial intelligence (AI) is constantly improving and
can now perform tasks that previously only humans
could do. The new technology will lead to one of
the biggest transformations in human history and a
transformation of the economy with new goods and
services. Most sectors, if not all, will be affected.

How AI should be used is a complex issue, and there
are differing opinions regarding how it can contribute
to the realisation of the SDGs. For example, there have

been reports about substantial quantities of water
and energy being used to maintain the data centres
that are used to train generative AI systems. Other
challenges include built-in bias, unequal access, and
potentially devastating consequences if the technolo-
gy is used for the wrong purposes.

Al technologies have increased the scale, speed and
effectiveness of digital repression. Automated systems
have enabled governments to implement more precise
and subtle forms of online censorship. A survey by
Freedom House (2023) found that at least 47 gov-
ernments used Al to manipulate online discussions
to their advantage, twice as many as a decade ago. At
the same time, AI-based tools that can generate text,
sound and images have become more sophisticated,
accessible and easy to use, leading to an escalation of
disinformation flows.

Al can also positively contribute to development,
for example by improving lending models and finan-
cial inclusion, by making “smart” electricity grids even
smarter, supporting the integration of renewables
into energy infrastructure, contributing to increased
energy efficiency, and much more. AI can enable
new types of remote preventive healthcare, improve
diagnoses and accelerate the development of new
medicines. The technology can also deliver personal-
ised education online.

AT and digitalisation in general can boost productiv-
ity in certain occupations. However, increasing levels
of automation may lead to higher unemployment and
increase the need for new skills. The majority of devel-
oping countries will also need to expand and improve
their digital infrastructure to utilise the potential of
digitalisation and AI technologies. Another challenge
is data security and privacy issues. It is therefore
crucial that legislation evolves in line with technology
and that digital education is made accessible.

Development finance institutions contribute to
inclusive and sustainable digitalisation

Inclusive and sustainable digitalisation requires con-
tinued and extensive investments in infrastructure
and business models based on digital solutions and

Philip Ochieng Osewe is a customer of Premier
Credit and owns three pharmacies in Nairobi.

local needs. Development finance institutions have
an important role to play by investing in cost-effec-
tive digital solutions that contribute to job creation,
improved access to goods and services, and the emer-
gence of new and innovative solutions, for instance in
education, healthcare, financial services and logistics.
By investing in SMEs with innovative business mod-
els, development finance institutions can promote in-
novation and new digital solutions. We can also invest
in essential digital infrastructure, such as broadband
networks, data storage and cloud services, which are
essential for a fast and stable internet connection and
other digital services. By promoting digital solutions
and innovation in the private sector in developing

23

countries, development finance institutions can help
to create the necessary conditions to accelerate sus-
tainable and inclusive digital development.

Feasibility studies can also be used to accelerate dig-
italisation in developing countries. Feasibility studies
in the public sector can, for example, contribute to
improved digital and secure storage, strengthening
of digital resilience and evaluation of new digital
solutions.

9 Read more about how digitalisation contributes
to sustainable development in our interview
with Mats Granryd on pages 22-23.
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The role of digitalisation
In poverty reduction

Mats Granryd is Director General of the GSM Association (GSMA),
representing the interests of mobile network operators worldwide.
Hear him describe how digitalisation has developed around the world
and why it's important for sustainable development.

Please tell us about the GSMA and how you work
for sustainable development.

In 2016, the GSMA led the mobile industry to commit
to the SDGs, the first industry to collectively do so. In
2022, our industry achieved 53 percent of its potential
contribution to the SDGs.

With over 57 percent of the world’s population using
mobile internet, individuals can engage in a range of
online activities, with access to vital information and
life-enhancing tools that contribute to several SDGs.

Through our GSMA Mobile for Development
Foundation, we work to drive innovation in digital
technology to reduce inequalities. Positioned at the
intersection of the mobile ecosystem and the develop-
ment sector, we stimulate digital innovation to deliver
sustainable business and large-scale socio-economic
impact for the underserved.

How would you describe the role of digitalisation
in achieving the sustainable development goals?
Digitalisation is crucial to achieving the Sustainable
Development Goals. Countries with higher levels of
mobile connectivity have achieved greater progress
towards meeting the SDGs. Mobile serves as the linch-
pin of the digital economy, propelling innovation and

acting as a catalyst for transformation across different
sectors.

Mobile also stands as a crucial component in com-
bating climate change, with mobile operators making
rapid advances in their own decarbonisation efforts
while offering valuable solutions to other industries.
These include innovation for more efficient electricity
usage, measuring emissions in their supply chains and
greater circularity by boosting rates of reuse, remanu-
facturing, refurbishment and recycling.

Swedfund'’s main markets are Sub-Saharan Africa
and South and Southeast Asia. What differences
in the conditions for digitalization do you see
between these regions?

In all regions except Middle East and North Africa
and Sub-Saharan Africa, internet adoption has slowed
down. In Sub-Saharan Africa, 15 percent of the popu-
lation does not have coverage and 59 percent does not
use mobile internet. Coverage remains a particular
challenge in Central Africa, while in Southeast Asia
the predominant problem is the usage gap. Gender
gaps are highest in South Asia and Sub-Saharan
Africa, while East Asia has a much smaller gender gap.

24

Collaboration and partnerships can help address
the usage gap in Sub-Saharan Africa and Asia-Pacific
regions. The recently established Affordability Coali-
tion brings together operators, device manufacturers
and organisations such as the World Bank to drive
progress on the affordability of devices, one of the key
barriers to addressing the usage gap. Along with man-
ufacturing costs, our research shows that duty fees
and taxation costs can add between 10-30 percent to
the cost of a smartphone depending on the country,
so taxation policy reforms are also necessary to help
bridge the digital divide.

What connection do you see between
digitalisation and poverty alleviation?

Between 2000 to 2019, global income per capita
increased by USD 3,000, with mobile accounting for
USD 300, or ten percent, of this gain. The resulting
economic stimulus expanded the global economy by
over USD 2.4 trillion.

The GSMA recently partnered with the World Bank
to study the impact of mobile broadband coverage on
poverty levels in Tanzania and Nigeria. In Tanzania,
we found that households in areas covered by mobile
broadband saw consumption rise between seven to


https://www.swedfund.se/media/2753/swedfund_integrated-report_2023.pdf

Introduction to Swedfund

Voices in our world
Halfway to Agenda 2030
Interview with Moky Makura
Job creation

Climate

Digitalisation

Interview with Mats Granryd
Case study: Reconstruction
of Ukraine

Interview with Vitalii Malteskyi
Value-creating initiatives

Report from the Chair

How Swedfund creates value

Results and governance

Download PDF &

26

30
32

Swedfund Integrated Report 2023

N\
\

14

>

\

eleven percent, while in Nigeria we found that mobile
broadband coverage reduced the proportion of house-
holds in extreme poverty by four to seven percent. For
working adults, access to mobile broadband coverage
can mean access to new or different employment
opportunities, positively impacting household con-
sumption, and reducing poverty levels.

Mobile is also enabling financial inclusion for
1.6 billion people through mobile money services,
allowing them to pay their bills, send money abroad,
manage their savings and access social support. This
is particularly powerful when it comes to women. Our
research shows that women with access to mobile
money become more financially included, economi-
cally independent and play a stronger role as financial
decision makers, which in turn has a positive impact
on their communities and the broader economy.

However, women in low- and middle-income coun-
tries are currently 28 percent less likely than men to
own a mobile money account. This gender gap in mo-
bile money account ownership and usage is a missed
opportunity for stakeholders and must be acted upon.

Development finance institutions like Swedfund
have an important role in poverty alleviation by con-
tributing to a financial sector inclusive of both small
and medium-sized businesses, women and people
living in poverty.

For working adults, access to mobile
broadband coverage can mean access to
N new or different employment opportunities,
positively impacting household consump-
tion, and reducing poverty levels.

How can development finance institutions
promote inclusive digitization?

Investing in infrastructure alone is insufficient to
bridge the digital divide; we also need to address

the barriers to usage, which include affordability

of devices, digital literacy and skills, relevant local
content, and safety and security concerns. Develop-
ment finance institutions like Swedfund should invest
in business models based on local needs and ensure
local presence to gain deeper understanding of their
markets.

It is vital that governments and the private sector
work closely together, for an enabling policy and reg-
ulatory environment that is both investment-friendly
and predictable.

Investing in the digitalisation of government
agencies and services may also help expand the digital
ecosystem. Digitalising public services can improve
access, convenience, transparency and quality of life.
Through digital identities more people will gain rights
and access to essential services such as health care.

Erastus Ndaka works
at d.light. Here pictured
with his customer
Redempta Nduva.
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Swedfund contributes to Ukraine’s
recovery and reconstruction

Russia’s full-scale invasion of Ukraine continues to have serious humanitarian, economic and
political consequences. Considering the extent of the destruction, enormous investment will be
needed to reconstruct the country. At the same time, Ukraine's private sector has proven to be
resilient. The country has succeeded in doing something both difficult and unusual - to restore
and rebuild the country while the war is ongoing.

Swedfund’s CEO attended the
signing ceremonyj/for Horizon
Capital Growth Fund IV in the
presence of President Zelensky.

26

THOUGH RUSSIA'S FULL-SCALE INVASION has
significantly impacted the Ukrainian economy and led
to increased poverty, Ukraine’s GDP increased by 4.8
percent in 2023 - a positive development compared
to 2022, when the country’s GDP decreased by 29
percent. Ukraine is being reconstructed while the war
is ongoing. Schools, hospitals and other types of in-
frastructure in the country’s calmer regions are being
continuously repaired and rebuilt.

An extensive amount of investment is needed to
reconstruct Ukraine. According to the World Bank,
the EU, the UN and the Ukrainian government, the
cost of reconstruction and recovery is estimated to be
EUR 393 billion. The private sector will play a crucial
role in the Ukrainian economy’s perseverance. Small
and medium-sized enterprises need access to capital
to maintain and grow businesses, create jobs, secure
access to products and services as well as to generate
important export revenue.

Swedfund’s experience of operating in high-risk
conflict areas with both investment activities and
feasibility studies can support Ukraine’s recovery and
economic resilience. In 2023, we made investments in
the country’s private sector and facilitated infrastruc-
ture projects in the public sector through the Project
Accelerator.
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Volodymyr Zelensky

Ukraine has a well-educated labour force, a strong
industrial base to build upon and a resilient private
sector. According to a report by the European Bank
for Reconstruction and Development (EBRD), more
than half of the country’s small and medium-sized
enterprises have maintained or increased their level
of activity compared to pre-war levels. Merely six
percent have been forced to close. A good example
is the IT-sector that quickly adapted and grew by six
percent during 2022.

Horizon: Investing during an ongoing war
In 2023, Swedfund invested in small and medium-
sized IT companies in Ukraine through the fund
Horizon Capital Growth Fund IV together with
several other development finance institutions. The
investment provides growth capital to a sector with
high competence and potential to create conditions
for increased export revenue, hard currency inflows
and job creation, especially for young people. Pres-
ident Zelenzky attended the signing ceremony and
highlighted the importance of investors like Swedfund
who demonstrate that investing in Ukraine is possible.
By setting out clear requirements as an investor, the
fund’s sustainability work is being strengthened in
areas such as anti-corruption and human rights.

This is an important investment for Ukraine. You are
leading the way and showing through this investment
that it is possible to make investments in Ukraine.

Coordinated efforts through an investment
platform

In June, Swedfund, EBRD and a large number of
other development finance institutions signed an
agreement to establish a co-investment platform

for Ukraine aiming to scale up investments through
coordination and risk sharing. The agreement also
creates more efficient ways of working by having one
development finance institution represent the others,
providing a simplified process for Ukrainian counter-
parts. It will be increasingly important to quickly and
effectively scale up investments. The investment in
Horizon and establishment of a Ukrainian investment
platform are both good examples of how development
finance institutions can provide capital that is long-
term and willing to accept risks.

President Zelensky at
the signing ceremony for
Horizon Capital Growth
Fund IV.
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Maria Hakansson

A joint action plan for infrastructure

projects in Ukraine

During the year, Swedfund’s Project Accelerator

has been active with feasibility studies and project
preparation in Ukraine to assist the country in the
construction of infrastructure such as energy, water,
heating and waste management. Feasibility studies
are particularly useful in the Ukrainian context since
they can be used to both build critical infrastructure
during the war as well as lay the foundation for sus-
tainable reconstruction for when the war is over.

In 2023, a joint action plan was signed with the
Ministry of Infrastructure Development, which builds
the foundation for collaboration with Ukrainian
municipalities and cities. The needs are enormous,
partly as a consequence of the destruction of critical
infrastructure in the war.

The action plan enables a more structured and
well-coordinated collaboration with Ukrainian
municipalities and cities, where the Project Acceler-
ator intends to provide support by funding feasibility
studies and project preparation efforts in areas such
as energy, heat, water and waste management.

2023 saw the launch of several projects within the
framework of this collaboration. One example relates
to water supply in three cities, including access to
clean drinking water, the development of new water

sources and the upgrading of a water treatment works.

28

The investment in Horizon is an excellent way for us
to support Ukraine's development in the midst of a
raging war. By investing, we can contribute to lasting
resilience through job creation and export revenue.

Feasibility studies have also been funded to analyse
the modernisation and green transition of the energy
supply network in the city of Mykolaiv and how
sewage systems in a number of other cities could

be implemented. The projects are an important
prerequisite for strengthening Ukraine’s compliance
with relevant EU rules, thereby contributing to the
country’s future application for EU membership.

In 2023, the Project Accelerator received ear-
marked funding totalling MSEK 50 for projects in
Ukraine. Eleven projects have been initiated and sev-
eral other environmentally sustainable and financially
feasible projects are under preparation. Taking these
aspects into account in feasibility studies can benefit
Swedish companies that tend to compete on quality,
sustainability, cost, life expectancy and knowledge
transfer.

MSEKS0 11

for projects in Ukraine projects have been
started
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Swedfund is laying the foundation for
Kremenchuk's water supply

Vitalii Malteskyi, Mayor of Kremenchuk, tell us about the city’s challenges
with infrastructure and water supply and why international collaboration is

essential for Ukraine's reconstruction.

What are the main challenges in Kremenchuk's
infrastructure reconstruction and water man-
agement?
Kremenchuk is facing significant challenges related
to critical infrastructure needs. Following a missile
attack in 2022, the combined heat and power station
was damaged. As a result, over 180,000 residents and
numerous institutions in the city are experiencing
heating issues. The city currently relies on inefficient
methods for heat generation, making it vulnerable to
emergencies, especially during winter. To address this
issue, we need to develop new heat sources, improve
the central heating network, and moderately decen-
tralise vital infrastructure.

Additionally, the city heavily depends on the
Kremenchuk reservoir for its water supply, which
is facing deteriorating water quality challenges.
Approximately 32 percent of water supply networks
require urgent repair, and the system has high energy
consumption. To tackle these issues, we need to diver-
sify water sources and invest in both immediate fixes
and sustainable solutions to provide reliable services
for its residents.

How will Swedfund's support for the water
supply feasibility study contribute to addressing
these challenges?

The funded feasibility study aims to strategically
assess the options for Kremenchuk’s future water
system. Over ten months, this study will investigate
various solutions such as new water intake systems,
treatment plants, distribution network upgrades,
and quality control measures. This initiative directly
addresses the city’s need to diversify water sources,
improve infrastructure, and ensure water quality,
benefiting the community’s long-term water supply.

Why is international collaboration crucial for
Ukraine's rebuilding efforts, and how does the
ongoing feasibility study contribute?
International cooperation and support are vital to
Ukraine’s reconstruction efforts, particularly in areas
such as housing and municipal services. Collabora-
tion with international organisations has resulted in
tangible outcomes such as the provision of key equip-
ment and materials, and the construction of essential
infrastructure such as modular boiler houses in case
of emergencies in the district heating system. The
ongoing feasibility study in Kremenchuk is crucial in
this regard, as it will evaluate options for the water

Vitalii Maletskyi

supply system and pave the way for
effective and innovative projects.
Ultimately, such initiatives can be
replicated in other Ukrainian cities.

How can more bankable projects
attract domestic and international
investors to support critical infrastruc-
ture, especially considering the ongoing
conflict?

Developing projects with the help of international
organisations such as Swedfund can make them more
attractive to both local and global investors. These
feasibility studies can help attract the attention of
international financial institutions and private in-
vestors, including EU funds, because of the potential
impact. In addition, these studies are in line with in-
ternational standards and norms, creating a common
space for business development, trade and cooper-
ation. For example, our Kremenchuk Water Supply
and Distribution Project, supported by the Swedfund
Project Accelerator, will help to attract investors to
implement measures to sustainably provide the city
with water supply and sewerage services.

29

Vitalii Maletskyi,
Mayor of
Kremenchuk.

About the project

The Project Accelerator is financing a
comprehensive feasibility study regarding
water supply infrastructure in the city of
Kremenchuk. The project will address critical
challenges in the existing system related to
water quality, reliability and energy efficiency.
The study will help facilitate next steps,
including financing of the project.
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Value-creating initiatives

In addition to the impact we create through our investments and feasibility
studies, we also carried out a number of value-creating initiatives linked to our
thematic areas and the UN's Sustainable Development Goals during the year.
These initiatives include the provision of technical assistance to our portfolio
companies, development of our methods and strategies, and collaborations

with our partners.

WOMEN'S ECONOMIC EMPOWERMENT
Capacity-building

Together with the organisation Value for
Women, we developed action plans for two
microfinance institutions in India to develop
and strengthen their efforts to address
gender equality in their operations. The focus

was on both prevention and risk management.

CLIMATE

Collaboration

Participated in UNEP’s Adaptation and
Resilience Investors Collaborative to identify
potential investment areas and develop
strategies to scale up investments in climate
adaptation and resilience. The network has
identified three focus areas: assessment

of physical climate risks, measurement of
adaptation and resilience and capital mobili-
sation. The network aims to increase climate
investments through enhanced cooperation
between development finance institutions.

30

A female entrepreneur selling textiles in Abidjan, Cote D'lvoire.

DECENT WORK

Guiding Note

Launched a Guiding Note for Decent Work
that describes how Swedfund contributes

to creating more jobs with decent working
conditions and how it is implemented in our
investment process. It describes how we iden-
tify and manage relevant risks and support
portfolio companies in ensuring decent work
as part of our goal of 100 percent socially
sustainable investments.

WOMEN'S ECONOMIC EMPOWERMENT
Handbook

Launched a handbook and a training for fund
managers, financial institutions and portfolio
companies on the prevention of sexual
exploitation, abuse and harassment together
with the women's rights organisation Kvinna
till Kvinna. The handbook helps our portfolio
companies identify and address gender-based
violence in the workplace and is part of our
overall efforts to increase gender equality
and women's economic empowerment.
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Climate 20 Investigated risks and impacts related to Collaboration in the European Development Launched a study on climate impacts and
Digitalisation 22 digital business models and digital infrastruc- Finance Institutions’ Human Rights Working risks for our fund managers, financial insti-
ture in our portfolio companies. The aim was Group whose mandate is to harmonise pro- tutions and portfolio companies operating
Interview with Mats Granryd 24 to increase Swedfund's and the portfolio cesses and practices between development in sub-Saharan Africa to identify the most
Case study: Reconstruction companies’ understanding of opportunities, finance institutions. In 2023, the approach to urgent and effective measures to harmonise
of Ukraine 26 effects, risks and regulation of digitalisation remediation of adverse human rights impacts finance with the Paris Agreement and low-
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ing the capacity of our portfolio companies was developed. Swedfund also participated resilience, climate adaptation and emissions
- Value-creating initiatives 30 also increases the potential for Swedfund to in a discussion with the UN High Commis- reduction and highlighted investors' opportu-
Report from the Chair 32 benefit from digitalisation. sioner for Human Rights on how the human nities and obligations.
rights perspective can be best addressed in
investments.
How Swedfund creates value
Results and governance

—€
BUSINESS INTEGRITY
Collaboration
Together with the UK's development finance
institution, we have developed common
industry principles on business integrity to
help investors identify, assess and manage
business integrity risks, with a focus on
anti-corruption. The guide is aimed at impact
investors operating in high-risk markets. The
work is led by Transparency International in
the UK.

ESG & IMPACT

Policy

Updated Policy for Sustainable Development,
an update performed annually to ensure
that the policy is relevant and useful in our
work. Amongst other things, it describes our
commitments to international standards,
principles for responsible investment and sus-
tainable business, and how we work with our
thematic areas of human rights and decent
working conditions, gender equality and
women's economic empowerment, climate
and environment, anti-corruption and
business integrity, and tax.
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RedHealth supplies more than 5,000 ambulances across India.
The picture shows some of their employees in Hyderabad.
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Our mission engages and

delivers results

Catrin Fransson, Chair of the Board, reflects on the year and the 2020-2023
strategy period. Looking back, she sees that we have achieved good results,
which she would like to thank all employees for. Continued confidence from
the parliament and the government enables us to do more. Going forward,
Swedfund aims to triple its contribution to the Sustainable Development
Goals with the new strategy for 2024-2030.

2023 WAS A YEAR marked by a number of parallel
crises, including an increase in the number of armed
conflicts, the occurrence of major natural disasters
and the impingement of democratic space. Rising
energy and commodity prices, inflation, high interest
rates and increasing sovereign debt burdens, as well as
disruption in production and supply chains, have fur-
ther exacerbated the negative trend. In short, we are
living in difficult times, where global challenges and
parallel crises have led to increased human suffering
and had negative and far-reaching macroeconomic
consequences.

Stress tested strategy produced results

Given the current situation in the world, Swedfund’s
mission to contribute to reduced poverty through
sustainable investments in developing countries is ex-
tremely relevant. 2023 was the last year of Swedfund’s
four-year business plan, and a backward glance shows
that we have achieved excellent results, despite the
fact that the strategy period was greatly affected by
Covid-19 and Russia’s full-scale invasion of Ukraine.

Swedfund’s business model, based on the three pillars
of impact on society, sustainability and financial
viability, has been tried and tested and proven to
work well. During the strategy period, the number

of sectors has increased from three to four by adding
investments in the food sector. We have also strength-
ened our regional presence in West Africa by opening
aregional office in Abidjan, Cote D’Ivoire. We have
achieved good results during the 2020-2023 strategy
period, primarily thanks to our dedicated and capable
employees who have worked hard to deliver on our
mission. The confidence that the Swedish parliament
and government have shown Swedfund through the
increase in Swedfund’s capital injection has given us
the opportunity to do more. For 2023, we received a
capital injection of MSEK 1,460, of which MSEK 460
was earmarked for climate investments.

Tripled contribution to the SDGs in the new
strategy

In December 2023, the Board adopted a new strategy
for 2024-2030, with the clear goal of tripling our

32

contribution to the implementation of the 2030 Agen-
da using our two instruments: sustainable invest-
ments and technical feasibility studies. Sustainable in-
vestments in the private sector that help to create new
jobs and improve access to energy, digital solutions,
healthcare and food.

Swedfund’s Project Accelerator also conducts
technical feasibility studies and capacity-building
initiatives to lay the foundations for more sustaina-
ble projects in socially critical infrastructure. These
studies are aimed at public sector project owners and
are funded either by a development bank or through
a Swedish export credit solution. In this context,
Swedish companies can be part of the solution to meet
the needs of developing countries in areas such as
energy, water and waste, as well as sustainable trans-
port solutions. The Project Accelerator thus acts as a
bridge between trade, investment and development
cooperation.

In addition to sustainable investments and feasi-
bility studies, Swedfund intends to step up its efforts
to mobilise institutional capital for investments in

developing countries during the strategy period.
This will be crucial if we are to reverse the trend and
achieve the Sustainable Development Goals.

Finally, I would like to take this opportunity to
thank the owner’s representatives, the Board and the
CEO and all the staff for their fantastic efforts during
the year. Swedfund’s mission is to make a difference
for people who are struggling, which creates a strong
sense of commitment both within the organisation
and among many stakeholders. A strong focus on
following up and measuring the results of every in-
vestment creates transparency and trust that provide
the right conditions for the further development of
the business.

CATRIN FRANSSON
Chair of the Board
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Value creation through
iImpact and inclusive growth

Swedfund’s value creation model describes how we
create value in the delivery of our mission reducing
poverty through sustainable investments in the world’s
poorest countries. We accomplish our mission by
investing in and developing sustainable businesses and
creating impact and inclusive growth, particularly in
sub-Saharan Africa, certain regions of Asia and Eastern
Europe. Impact on society, sustainability

and financial viability form the
foundation of our business model
and also underpin our value
creation and performance
measurement.

Visiting a maize
production facility
in Lusaka, Zambia.
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Value creation model

o Mission

Our mission is to contribute to reduced 18
poverty through sustainable invest- a aa o
ments in developing countries. Our Mh‘
approach is based on the Sustainable
Development Goals, our mission objec-
tives and Theory of Change and defines g fl/"

our strategy for fulfilling our mission.

'DECENT WORK AND
ECONOMIC GROWTH

10

Read more about the goals
considered particularly relevant to
our business on pages 62-63.

REDUCED
INEQUALITIES

-

(=)

v

000 @;@ 8%

N /E}

Impact on Sustainability Financial
society viability

e Strateqy

Our business plan describes the
activities and choices we make
to deliver on our mission.

CLMATE
13 - Geography

@ « Sector

* Instrument

o Business model

Our business model is based on three pillars which
permeate the entire investment process. These pillars
help us to evaluate investments and risk, to create value
and generate long-term impact.

Read more about how we manage risk on pages 46-47
and about our investment process on pages 50-53.

e Our capital

Our capital is tied to requirements and support in the form of financial
capital, expertise and technical assistance, EU guarantees, partners
and networks.

Read more about our tools for sustainable development
on pages 48-49.

35
20 oy -
Z = @ £
pSSN ® ill =
Energy & Financial Sustainable Food Systems
Climate Inclusion Enterprises

o Sectors for the greatest impact

We have identified four sectors within which we believe we have
the best chance to create impact. These are Energy & Climate,
Financial Inclusion, Sustainable Enterprises and Food Systems.

% Read more about our sectors on pages 40-41.

\ 1/
N,

e Results and performance monitoring

S

We measure impact through our indicators, which are based on our “‘

public policy assignment and our mission objectives.

Read more about our portfolio companies’ results on

pages 62-77.

THE GLOBAL GOALS
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SWEDFUND HAS A PUBLIC policy assignment with
specific mission objectives focused on sustainable
value creation and the 2030 Agenda. We report on our

attainment of our mission objectives and strategic
goals for sustainable value creation, and describe our
work on issues such as anti-corruption, environmen-
tal management systems and tax, which are essential
aspects of our value creation. Our financial goals are
adapted to our public policy assignment of being
additional and catalytic and to invest in high-risk
environments to create impact.

‘We deliver on our overall mission by creating more
jobs with decent working conditions and by improving
access to socially important products and services,
such as renewable energy, food and healthcare.

Our mission

According to Swedfund’s Owner instructions, the
organisation shall contribute to the goal of Sweden’s
Policy for Global Development (PGD). Swedfund’s
overarching mission is to help reduce poverty by
making sustainable investments in the world’s poorest
countries. Together with our strategic partners, we
shall contribute to financially, environmentally and
socially sustainable investments that create better
living conditions for people living in poverty and
oppression.

ALS

Our mission objectives

36

Our goals for sustainable
value creation

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

Our financial goal

SOCIALLY SUSTAINABLE INVESTMENTS

100%

Compliance by 100 percent of

the Company's investments with
decent working conditions in
accordance with ILO’s Fundamental
Conventions no later than three years
from the date of investment.

>60%

Increased gender equality in the
Company's investment portfolio
in terms of the 2X Challenge*, or
comparable criteria shall be met
in no less than 60 percent of the
Company's investments no later
than three years from the date
of investment.

THE COMPANY'S ADDITIONAL ROLE

>30%

The Company's investment
portfolio shall mobilise no less
than 30 percent of commercial
capital.

ENVIRONMENTALLY AND CLIMATE-RELATED SUSTAINABLE INVESTMENTS

2043

The Company's investment portfolio shall be climate-neutral by 2045,
meaning that greenhouse gas emissions from the portfolio shall be
net zero as defined by the IPCC. The portfolio's total greenhouse gas
emissions per Swedish krona invested must therefore decrease over

time, with 2020 as the base year.

FINANCIALLY VIABLE
INVESTMENTS

60%

Turnover and profitability shall increase
in at least 60 percent of the Company's
investments during the holding period,
with a base year corresponding to the

investment year.

OPERATING PROFIT

>0

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

Read more about our portfolio
companies’ results on pages
62-77.

Mission objectives aligned with the
Sustainable Development Goals

1 N
POVERTY
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GENDER DECENT WORK AND 10 REDUGED
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Beatrice Ng'ang'a, an employee at Jacaranda Maternity in
Kahawa West outside Nairobi, Kenya, during a patient visit.

*2X Challenge -
For women's development
The 2X Challenge is a G7
initiative aiming to boost
investment in women's devel-
opment. Swedfund joined the
initiative in 2019. This means
that we invest in companies
that are owned or managed by,
or employ, many women, that
produce goods or services or
offer capital to women.

k
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A well-functioning business model
paves the way for tripled impact

Swedfund's business plan, based on impact on society, sustainability and financial
viability, contributes to all of the Sustainable Development Goals. During the new strategy
period 2024-2030, we aim to triple our contribution to sustainable development and
inclusive growth through our two instruments, investments and feasibility studies.

2023 WAS THE FINAL year of Swedfund’s four-year
business plan for 2020-2023, which is based on the
State Ownership Policy and principles for state-
owned enterprises and Swedfund’s mission and finan-
cial goals. The results have been regularly evaluated
and the strategy has also been continuously updated
to account for developments in the world and in the
countries in which Swedfund’s portfolio companies
operate. Although the 2020-2023 business plan
period was greatly affected by a number of parallel
crises caused by Covid-19, climate change and Russia’s
invasion of Ukraine, Swedfund has achieved good
results in all three pillars. Swedfund’s business model,
based on the pillars of impact on society, sustainability
and financial viability, has been stress tested and
proven to work well.

New sector and regional office

Swedfund increased the number of sectors from
three to four during the business plan period and now
invests in Energy & Climate, Financial Inclusion,
Food Systems and Sustainable Enterprises (which
also includes thematic investments in healthcare and
digitalisation). Swedfund worked with a number of
thematic areas during the strategy period: climate,

38

digitalisation, decent working conditions and wom-
en’s economic empowerment. Swedfund developed a
climate lens, measured the extent to which the port-
folio is aligned to the Paris Agreement and broadened
the Energy & Climate sector to include investments
in adaptation and increasing countries’ resilience to
climate change. The strong focus on sub-Saharan
Africa has been maintained. The regional office in
Nairobi has been expanded to include expertise in
sustainability and impact. During 2023, a new regional
office was established in Abidjan, Cote D’Ivoire to
increase the number of investments in West Africa.

In-depth expertise and collaboration

To improve our understanding of contextual and
external risks, Swedfund has strengthened its capacity
for analysing global and regional trends and continued
to deepen its collaboration with civil society organisa-
tions, embassies and other actors. Swedfund has also
continued to develop its work within sustainability.

To contribute to creating sustainable companies in
the long-term, our portfolio companies must offer
jobs with decent working conditions, implement
amanagement system for environmental and

social risks, human rights, and actively work with
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anti-corurption. One example is the ongoing collab-
oration with the civil society organisation Kvinna

till Kvinna. In 2023, a handbook was launched for
Swedfund’s portfolio companies which describes how
gender-based violence, sexual exploitation, abuse and
harassment can be prevented. Another example is our
collaboration with the Danish Institute for Human
Rights in the development of documents, tools and
trainings, as well as in-depth analysis of risks and
negative impacts on human rights in fragile and con-
flict-affected contexts.

New strategy 2024-2030

Our new strategy for 2024-2030 is based on our ex-
pertise and the areas that we have developed over the
past five years. The aim is to triple our impact within
the 2030 Agenda framework by utilising our two in-
struments, investments and feasibility studies, which
enable us to work holistically with issues relating to
sustainable development and inclusive growth.

yambura Muna,
ee at Premier Credit's
in Kasarani, Kenya.
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In focus

Swedfund has chosen to invest in four sectors:
Energy & Climate, Financial Inclusion, Sustainable
Enterprises and Food Systems. By focussing
resources and expertise on selected areas, we
can increase the effectiveness of our business
and our impact.

We have a Theory of Change for each sector that
forms our starting point when we analyse an
investment and identify direct and indirect impacts.
We have also developed sector-specific indicators
for impact measurement.
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Access to renewable energy is a crucial

factor for economic growth and poverty

reduction. Today, around 750 million people lack
access to electricity, three quarters of whom live in
sub-Saharan Africa and the least developed regions
of Asia.

The Energy & Climate sector only invests in renew-
able energy sources. The expansion of sustainable
energy supplies requires a broad approach and inno-
vative solutions. Through our investments, we

finance both grid-connected power sources
as well as stand-alone, so-called off-grid

solutions that enable households, villages and com-
munities to utilise locally produced energy.

We also finance broader climate investments such
as energy and resource efficiencies that are key to
the green transition. The sector also includes green
infrastructure, such as water and waste management,
digital infrastructure, forests and other carbon sinks,
as well as biodiversity projects.

5

ED

all
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Sustainable

Sustainable Enterprises

With a growing population and an increas-

ing number of young people entering the

labour market, an additional 600 million jobs need
to be created by 2030. These should be productive
jobs in the formal sector with decent working condi-
tions. Nine out of ten jobs are created in the private
sector and investments are required to allow busi-
nesses to grow, employ more people and contribute
to increased tax revenues. Small and medium-sized
enterprises often face difficulties in accessing capital
to grow, increase their productivity or otherwise de-
velop their business. Depending on where a company
is on its growth journey, different types of capital

Financial

Financial Inclusion Inclusion

In developing countries, small and medium-

sized enterprises account for the majority of

all jobs and drive economic and social development.
Lack of financing is one of the most limiting factors
for these companies’ opportunity to grow. Finan-
cial Inclusion invests in, amongst others, regulated
banks and microfinance institutions to reach out
more broadly and effectively. In addition to enabling
increased lending to the banks’ customers, we also
help develop institutions’ work on sustainability and
corporate governance, which are important aspects
for inclusive growth.

Swedfund also invests in microfinance

institutions that provide microloans to
entrepreneurs, small businesses and and low-
income earners. We require microfinance institutions
to comply with the Customer Protection Protection
Principles (CPP) which certify that they actively
work with responsible lending and management. For
example, pricing should be transparent, excessive
indebtedness should be avoided, debts are collected
responsibly and personal integrity is respected.

Food

Food Systems

Globally, three billion people cannot afford
anutritious diet and more than 800 million

people are undernourished. Despite favourable
conditions for agriculture and food production, Africa
imports up to 65 percent of the continent’s food. A
key area to address in this context is the low level of
processing, which is an important factor in reduccing
food insecurity and nutritional deficiencies. In many
countries, large quantities of food never reach the
market and become waste. At the same time, food
insecurity is exacerbated by factors such as climate
change, geopolitics, war and population growth.

Enterprises

are required in the form of investments in
equity or loans.

The Sustainable Enterprises sector increases the
availability of equity directly or indirectly, contrib-
uting to the sustainable development and growth of
the private sector in developing countries. Imposing
requirements and encouraging portfolio companies to
attain international standards in areas such as sustain-
ability, for example, promotes sustainable develop-
ment of the private sector. Mobilisation of capital from
institutional and private investors is also facilitated.
Digital business models, gender equality and health
are prioritised thematic areas for investment.

7

ﬂ

Systems

In the Food Systems sector, we contrib-
ute to increased food production, less waste
during production and increased sustainability
throughout the value chain. Investing in the food sec-
tor creates formal jobs, economic empowerment and
increased food security through increased produc-
tion and improved resource and energy efficiency. If
investments are made correctly, they can be climate-
adapted to better respond to climate change and
reduce the negative impact on biodiversity.
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Swedfund's business model is
designed to create impact within
its three pillars: impact on society,
sustainability and financial viability.
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Swedfund's business model is centred

on generating results within three
pillars: impact on society, sustaina-
bility and financial viability. These
pillars permeate every stage of the
investment process - right from the
initial assessment of an investment,
through active ownership and
performance monitoring, and finally
exit from the investment.

THREE

000
/)

Impact on society

Swedfund assesses how an investment

can contribute to impact on society based
on our theory of change. The investments
intend to create development effects such
as development of the private sector,
strengthening of local communities, inclu-
sive development and economic growth, as
well as climate adaptation.

We monitor measurable results in key

areas where we have a direct impact, such

as the number of jobs, women's economic
empowerment and gender equality in the
workplace according to 2X Challenge criteria,
climate impact and tax revenues. The indirect
impacts of our investments are more difficult
to demonstrate through data, and we have
therefore initiated studies with the aim of
clarifying different effects and relationships.

&
=

Sustainability

To contribute to the creation of long-term
sustainable businesses, our portfolio com-
panies must offer jobs with decent working
conditions, implement a management sys-
tem for managing environmental and social
risks, ensure that human rights are respect-
ed, and work actively with anti-corruption.

The monitoring of this pillar involves moni-
toring the status of employment conditions
in accordance with the ILO Declaration on
Fundamental Principles and Rights at Work,
and the implementation and results of
management systems. Indicators concern-
ing corporate governance, anti-corruption
and human rights are also measured and
followed up.

43

Pillars which permeate
every step

=

Financial viability

A business that is financially viable has the
prerequisites to grow, contribute to the
creation of more jobs with decent working
conditions, increase the tax base of the
countries in which it is based, strengthen
women's economic empowerment and have
a positive impact in other areas.

Swedfund is a long-term owner, and the
profitability of an individual portfolio com-
pany may vary during the investment cycle.
This pillar includes indicators regarding
turnover, profitability and the mobilisation of
private capital.
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Investing in the world with a focus

on Sub-Saharan Africa

Swedfund's investments have a wide geographical spread. In accordance with our Owner
instructions, our focus is on the world's least developed countries, which above all means
sub-Saharan Africa. During the year, Swedfund has invested in new companies and made

a number of additional investments in ongoing investments.

PERIOD REPORT 23.01.01-23.12.31 ASIA
e Investment: Apis Growth Fund | LP
Sector: Sustainable Enterprises

o Investment: ASEAN Frontier Market Fund (AFMF)
Sector: Sustainable Enterprises

New Investments
@ 0ngoing Investments

o Additional investment in ongoing investments
Investment: Climate Investor One

G Exited Investments Sector: Energy & Climate
Investment: Quadria Capital Fund Il
Sector: Sustainable Enterprises
Investment: Renewable Energy Fund Asia Il LP
Sector: Energy & Climate

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

GLOBAL

0 Investment: EFP
Sector: Other

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

Investment: Southeast Asia Clean Energy Fund Il
Sector: Energy & Climate

AFRICA AND ASIA

0 Investment: Accion Digital Transformation Fund
Sector: Financial Inclusion

0 Investment: Apis Growth Fund Il LP
Sector: Sustainable Enterprises
Investment: Climate Investor Two
Sector: Energy & Climate

o Investment: d.light
Sector: Energy & Climate

o Investment: Husk Power Systems INC
Sector: Energy & Climate
Investment: Apis Growth Markets Fund IIl
Sector: Sustainable Enterprises
Investment: Mirova Gigaton Fund
Sector: Energy & Climate

G Investment: IFC Women Entrepreneurs Debt Fund LP
Sector: Financial Inclusion

AFRICA

@ investment: Adenia Capital IIl LLC LTD
Sector: Sustainable Enterprises

0 Investment: AFIG Fund Il LP
Sector: Sustainable Enterprises
Investment: African Development Partners Il LP
Sector: Sustainable Enterprises
Investment: African Development Partners Ill LP
Sector: Sustainable Enterprises
Investment: African Infrastructure Investment Fund 4
Sector: Energy & Climate

O Investment: Africinvest Fund Il LLC
Sector: Sustainable Enterprises

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

Q Investment: African Rivers Fund I
Sector: Financial Inclusion

e Investment: Bayport Management LTD
Sector: Financial Inclusion

e Investment: BluePeak Private Capital Fund
Sector: Financial Inclusion

Q Investment: ECP Africa Fund Ill PCC
Sector: Sustainable Enterprises

0 Investment: Evolution Il
Sector: Energy & Climate

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

o Investment: Ninety One Private Equity Fund 2 L.P.
Sector: Sustainable Enterprises

o Investment: Medical Credit Fund Il
Sector: Sustainable Enterprises

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

o Investment: Norsad Finance
Sector: Financial Inclusion

o Investment: Platcorp Holdings Ltd
Sector: Financial Inclusion

o Investment: Serengeti Energy
Sector: Energy & Climate

o Investment: SunFunder
Sector: Energy & Climate

@ investment: Tide Africa Fund II
Sector: Sustainable Enterprises

o Investment: TLG Credit Opportunities Fund
Sector: Financial Inclusion

0 Investment: Vantage Mezzanine Fund IV
Sector: Financial Inclusion
Investment: Amethis Fund IlI
Sector: Sustainable Enterprises
Investment: African Rivers Fund IV
Sector: Financial Inclusion
Investment: Evolution IlI
Sector: Energy & Climate
Investment: E3 Low Carbon Economy Fund |
Sector: Energy & Climate
Investment: Joliba Capital Fund |
Sector: Sustainable Enterprises
Investment: Transform Health Fund
Sector: Sustainable Enterprises

44
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SOMALIA

0 Investment: Nordic Horn of Africa
Opportunities (NHAO) Fund
Sector: Sustainable Enterprises

45

EGYPT

o Investment: Gamma Knife Center SAE
Sector: Sustainable Enterprises

ETHIOPIA

0 Investment: Radisson Blu - Addis Ababa
(Emerald)
Sector: Other

G Investment: DBL Industries PLC
Sector: Other

UGANDA
Q Investment: Hospital Holdings Investment B.V.
Sector: Sustainable Enterprises

Q Investment: Platcorp Holdings Ltd
Sector: Financial Inclusion

RWANDA

0 Investment: Kasha Global
Sector: Sustainable Enterprises

COTE D'IVOIRE

0 Investment: Adenia Capital Il LLC LTD
Sector: Financial Inclusion

NIGERIA
Q Investment: Azura-Edo IPP
Sector: Energy & Climate

G Investment: Access Bank PLC
Sector: Financial Inclusion

SOUTH SUDAN

0 Investment: Kinyeti Venture Capital LTD
Sector: Sustainable Enterprises

UKRAINE

o Investment: Greenteco SES
(Chigirin Solar Project)
Sector: Energy & Climate

Investment: Horizon Capital Growth Fund IV
Sector: Sustainable Enterprises

GEORGIA

0 Investment: Bank of Georgia
Sector: Financial Inclusion

NEPAL

0 Investment: Dolma Impact Fund Il
Sector: Sustainable Enterprises

VIETNAM

Investment: Vietnam Prosperity Joint Stock
Commercial Bank
Sector: Financial Inclusion

SRI LANKA

0 Investment: LOLC Finance PLC
Sector: Financial Inclusion

SOUTH AFRICA

0 Investment: Afrinord Hotel Investments
Sector: Other

ZIMBABWE

0 Investment: NMB Zimbabwe LTD
Sector: Financial Inclusion

MALAWI

0 Investment: JCM Power Corporation
Sector: Energy & Climate

KENYA

0 Investment: Victoria Commercial Bank
Sector: Financial inclusion

0 Investment: Co-operative Bank of Kenya
Sector: Financial inclusion

0 Investment: Jacaranda Health Ltd
Sector: Sustainable Enterprises

0 Investment: Catalyst |1
Sector: Sustainable Enterprises

Q Investment: Equity Bank Kenya LTD
Sector: Financial Inclusion

Q Investment: Hospital Holdings Investment B.V.
Sector: Sustainable Enterprises

o Investment: Kasha Global
Sector: Sustainable Enterprises

INDIA

0 Investment: Baring India Fund Il LTD
Sector: Sustainable Enterprises

0 Investment: HealthQuad Fund Il
Sector: Sustainable Enterprises

0 Investment: Satin Creditcare Network Lgt
Sector: Financial Inclusion

0 Investment: CreditAccess Grameen
Sector: Financial Inclusion

0 Investment: Five-Star Business Finance
Sector: Financial Inclusion

0 Investment: GEF South Asia Growth Fund Il
Sector: Energy & Climate

Investment: South Asia Growth Fund IlI
Sector: Energy & Climate

PAKISTAN

o Investment: JCM Power Corporation
Sector: Energy & Climate
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Managing risk in a
challenging mission

As a development finance institution,
risk is pivotal to our mission and
business. Swedfund invests in coun-
tries and sectors characterised by
considerable risks on a number of
levels. We have processes and policies
in place and work continuously with
risk management.

SWEDFUND'S MISSION AS A development finance
institution is to act additionally and catalytically. This
means that, where there is a shortage of commercial
capital, we take greater risk than other investors are
normally willing to accept. The mission also entails
an expectation to take risks. The work relating to risk
management aims to achieve risk optimisation based
on mission objectives and the business model, rather
than to minimise risks in every respect. In its opera-
tions, Swedfund is exposed to a variety of risk factors,
some of which are difficult to affect. We manage risks
at different levels, and good risk management is both

a prerequisite for our business and enables increased
impact. Swedfund’s risk management framework

is based on the risk policy adopted by the Board of
Directors.

Risks relating to the company’s own organisa-
tion and operations are identified and followed up
on aregular basis. The outcome of the analysis is
documented in a risk register. Risks relating to the
investment portfolio are analysed and followed up in
portfolio reports and regular risk reports.

All risk categories are addressed prior to each
investment decision through a thorough risk analysis
and, where applicable, associated action plans. Many
strategic risks are managed through regular stake-
holder dialogues. Other risks are managed through
our policies and frameworks, which are updated as
and when necessary. Swedfund’s portfolio companies
are monitored on an ongoing basis to ensure compli-
ance with our agreed requirements. Every investment
and project is actively managed, and we also actively
evaluate our partners. We have a code of conduct that
all employees are expected to comply with, along with
anumber of internal guidelines.
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Strategic risks

Strategic risks include
structural factors relating to
our mission, the challenging

geography of the port-
folio companies and the
company'’s ownership and
financing.

Investment risks

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

s

Financial risks

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

Risk related to financing
Geopolitical risks

Risks related to contextual
circumstances

Risks related to reputation
and trust

Risks related to failure to
deliver desired impact
Risks related to invest-
ments’ sustainability work
Risks related to invest-
ments' financial viability

« Credit and share price risk
« Liquidity risk
« Currency risk

For a comprehensive table of risks, including how we manage our risks, see pages 58-59.

e

4

i

Operational risks
Operational risks are those
associated with Swedfund's
internal operations. These
could be poor internal pro-
cesses, defective systems,
legal risks, fraud, corruption
and the human factor, as well
as IT risks, security risks and
money laundering risks.

+ Risks related to
Swedfund's operations
and organisation

Climate risks

Swedfund has systematised
the analysis of risks that
could arise as a result of, and
are linked to, climate change.
These can potentially have

a financial impact on
Swedfund. Swedfund
supports the Task Force on
Climate-related Financial Dis-
closures (TCFD) and works
continuously to implement
its recommendations.

* Investment risks
» Physical climate risks
« Transition risks
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Tools for sustainable

development

Swedfund's operations are centred on our investments
and the development of sustainable and investable
infrastructure projects through the Project Accelerator.
The investment activities and the Project Accelerator
are mutually reinforcing and are two tools that we
employ to deliver on our mission. Both have well-
developed sustainability processes and a process for
following up and measuring performance.

SWEDFUND HAS SEVERAL FINANCIAL instruments
for our investments: equity, loans and guarantees.

‘We make both direct investments through equity and
loans and indirect investments through our fund in-
vestments. The choice of investment form depends on
the financing requirements of each company, but we
also strive to establish a good balance of instruments
in our combined portfolio. Since 2023, Swedfund also
has access to EU guarantees.

Direct investments

EQUITY

‘When Swedfund invests in equity, we are a minority
shareholder. We have ample opportunity to exert
influence and usually have a seat on the company’s
Board of Directors. As a shareholder, we aim to be
along-term investor, but to sell our shares as soon

as we are no longer needed. Swedfund remains a
shareholder as long as there is possibility to make a
positive difference and contribute financial resources
and knowledge, for example within sustainability and
impact on society. When deciding to sell equity, we
consider a range of factors, including the new owner’s
ambitions and the possibility of continuing to run the
company in a sustainable way.

LOANS

Aloan is based on a company’s need for financing and
entails less risk compared to an equity investment,
although the general level of risk in Swedfund’s mar-
kets is always high. As instruments, loans are more
predictable, partly because there is an agreed amorti-
sation plan, ongoing interest payments and a planned
closing date. Requirements regarding sustainability,
reporting and further development of sustainability
work are established in the same way as for other
forms of financing, but after the loan has been dis-
bursed, our possibility to exert influence decreases
somewhat. It is therefore vital for Swedfund to agree
on these requirements in a loan agreement before the
first payment is made. Many jobs are created in small
companies that need small loans or microloans. Using
the loan instrument is an effective way of reaching
many smaller companies and entrepreneurs.

GUARANTEE INSTRUMENT

Inrecent years, the relationship with the EU has
deepened, primarily thanks to development finance
institutions’ experience with sustainable private sec-
tor investments in difficult contexts. As part of this,
several development finance institutions, including
Swedfund, have been pillar-accredited, meaning we
can use the EU’s instruments for private sector devel-
opment. As a pillar-accredited development finance
institution, Swedfund is a partner in EDFI MC, a
management company set up to strengthen financial
cooperation between pillar-accredited development
finance institutions and the EU. Through EDFI MC,
we have access to EU guarantees worth EUR 1.28 bil-
lion. The guarantee schemes will be implemented in
areas such as renewable energy, digitalisation, climate
and health.
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TECHNICAL ASSISTANCE
Funds for technical assistance (TA) is a strategic tool
that is used for quality-enhancing initiatives relating
to portfolio companies through initiatives within
impact on society and sustainability. The aim is to
strengthen Swedfund’s capacity as active owners
in order to improve the quality of our portfolio in
accordance with our mission and goals. The funds are
primarily used to strengthen investments in terms of
impact, gender equality and sustainability, including
environment and climate, decent working conditions
and business integrity, as well as anti-corruption.
Our potential, current and concluded investments
can benefit from TA funds, and we can engage part-
ners in the implementation of projects. The maximum
budget for each TA project is SEK two million. TA
funds cannot be used for activities that are deemed

Project Accelerator

to be part of the portfolio companies’ day-to-day
operations, such as replacing obsolete equipment or
employing specific expertise.

Examples of TA projects include quality-enhancing
initiatives aimed at systematising and improving the
portfolio companies’ environmental work and social
responsibility through implementation of manage-
ment systems, Gender Action Plans, the development
of climate strategies and computational models,
and training initiatives relating to human rights and
gender equality.

Read more about technical assistance
on page 80.

FUNDS
Funds enable small and medium-sized enterprises
to access essential financing in the form of loans or
equity. Through funds, Swedfund’s capital can reach
more people. These companies contribute to sustain-
able and profitable growth and help reduce poverty by
creating jobs, strengthening the tax base and partici-
pating in knowledge-building. Swedfund also invests
in thematic funds to improve access to healthcare,
digitalisation and renewable energy, amongst others.
The funds in which Swedfund invests are long-term
and the managers we work with have a high level of ex-
pertise in the countries and sectors we focus on. This
provides a good opportunity for us to exert influence
and for cofinancing with other development finance
institutions. The fund instrument enables us to share
risks and contributes to better risk diversification
in the portfolio. The fund instrument also facilitates
the mobilisation of private capital and ensures that

Swedfund acts catalytically.

We require fund managers to set similar require-
ments on their direct investments as Swedfunds sets
as investor. By setting out the requirements that the
fund must meet and supporting the sustainability
work in particular, we help the fund’s portfolio compa-
nies to strengthen their work sustainability work. For
Swedfund to invest in a fund, an important condition
is that the fund’s structure is transparent and that the
fund investment fits with Swedfund’s direct invest-
ments. Swedfund is often involved in LPAC, a group of
representatives from the largest investors.

Swedfund may agree with the fund on what is
known as an ‘opt-out right’, which entitles us to
refrain from an investment that does not meet our
requirements, for example regarding the geography of
investment or certain sectors.

SWEDFUND'S PROJECT ACCELERATOR

The Project Accelerator carries out technical
feasibility studies and capacity-building initia-
tives to lay the foundation for more sustainable
and investable infrastructure projects in devel-
oping countries. The projects are developed with
apublic project owner who thereafter carries
them out with financing from a development
bank or a Swedish export credit solution. In the
countries in which we work, the public sector
often has limited financial resources and capaci-
ty, and the Project Accelerator can support with
external expertise.

The Project Accelerator works closely with

the embassies and actors within Team Sweden
(including Sida, SEK, EKN and Business Sweden)
and development banks to identify needs in

our partner countries and assist during project
implementation. Swedish companies can be part
of the solution for the needs in developing coun-
tries in areas such as energy, water, digitalisation
and sustainable transport. As such, the Project
Accelerator serves as a bridge between trade,
investments and development cooperation.

Read more about the Project
Accelerator on pages 54-55.
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A thorough investment process

Wind farm in Marsabit
County, Kenya.

We invest in private businesses,
financial institutions and funds by
providing direct and indirect loans
and equity to create jobs with decent
working conditions and improve
access to socially important products
and services such as renewable
energy, food and healthcare. We have
developed an investment process
that enables us to succeed in our
challenging mission.

50

INVESTING IN DEVELOPING COUNTRIES is associ-
ated with major risks, particularly financial risks. We
endeavour to manage these risks through a compre-
hensive investment process. We work strategically to
build a pipeline and select the investments that we
believe have the most potential. Regional offices play
an important role in identifying potential investments.
In the case of investments that are in line with our
investment strategy and criteria, a more in-depth
analysis is conducted. The investment organisation,
working alongside experts in ESG, law, business integ-
rity and impact, conduct a thorough analysis. Business
plans, investment partners, sustainability (environ-
ment, working conditions, anti-corruption and human
rights) and societal impacts are all analysed. The
analysis is then reviewed by Swedfund’s Investment
Committee and approved or rejected in a final step by
the Board of Directors, or directly by the Investment
Committee if it falls within the investment mandate
granted by the Board. Each investment is considered
to have the prerequisites to achieve the goals set in
our three pillars: impact on society, sustainability and
financial viability. The model on the right is described
in more detail on the next pages.
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Potential
investment

Due diligence

INVESTMENT PHASE

—

Agreement

—

Disbursement
of funds to the
investment

FINANCIAL CAPITAL <—

Initial assessment

Concept clearance

Screening

Decision by the Board of Directors

EXPERIENC

E & KNOWLEDGE

Results and value

We create value within all
three pillars:

e Impact on society

e Sustainability

e Financial viability

51

Exited

investment

Active ownership
phase approx.

impact dialogue

We work with our portfolio companies actively
and continuously, focusing on the commercial
and sustainability issues that were identified

during the due diligence process. We maintain
close contact with our companies and monitor

Active board work, E&S audits,

committees and financial audits

other advisory roles and other types
of visits

%

risks as well as compliance with the requirements
set out in the agreement through active board | N

work and through the company’s annual status
report - Swedfund Portfolio Company Sustaina-

bility Re

Follow-up
based on the
three pillars

port.

Targeted
development
initiatives
(TA projects)

Exit report

EXIT PHASE

Exit Decision concerning exit
decision
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The investment process
In practice

Our thorough investment process follows the same phases regardless of sector,
instrument or whether the investment is made directly or indirectly. Below is a
description of the process and each phase.

B

Investment phase

Prior to investment decision

INITIAL ASSESSMENT

Swedfund works actively with various investment
needs, not least with our regional offices. A wide
variety of investment proposals are evaluated every
year. The initial assessment examines whether the
proposal is consistent with our investment strategy
and criteria, and how the investment can contribute
to Swedfund’s mission objectives and the Sustainable
Development Goals. We carry out an overall evalu-
ation of the country, the company and its business
plan and strategic partners, and our potential role. In
every investment, our role must be additional, which
means that we provide resources which are crucial

to the development of the investment that would
otherwise not have been available.

CONCEPT CLEARANCE

After initial assessment, the investment team

draws up a proposed decision, “concept clearance”,
which is then presented to Swedfund’s Investment
Committee. The Investment Committee consists of
the management team and has both an advisory and
decision-making role. Together with the investment
team, key opportunities and the greatest risks asso-
ciated with the investment which must be analysed

during the due diligence process are identified and
discussed.

DUE DILIGENCE

If a decision is made to proceed, the investment pro-
posal will continue on to the due diligence phase. A
thorough analysis of the company is initiated. Exam-
ples of areas analysed include business idea, business
model, market, financial history and forecast, invest-
ment calculation, partners, legal aspects, expected
impact on society, as well as sustainability risks and
impacts, including the environment, working condi-
tions, human rights, tax, risk of corruption, gender
equality and climate issues. During the due diligence
phase, the investment team meets representatives

of different areas of the company to gain a deeper
understanding of the company, its processes and
routines, and the documents that have been shared
with us. We enlist the help of our regional offices that
possess local expertise and knowledge. If necessary,
external expertise is used to examine specific issues.
Before the meeting, the company will be asked to
complete a comprehensive questionnaire on envi-
ronmental, social and corporate governance. The due
diligence process forms the basis for decision-mak-
ing, including the required and contractual ESG

Action Plan (ESGAP), which describes the changes
that the company needs to make in order to live up to
Swedfund’s sustainability requirements.

SCREENING

When the due diligence process is concluded, a
screening meeting takes place, during which the
Investment Committee will decide whether the
investment meets our requirements and whether it
should be presented to the Board of Directors. If the
investment is not approved at this stage, it may be
because new information came to light during the
due diligence process. It is not uncommon for new
questions to be raised, which the team then examines
in the final stage of the due diligence process.

DECISION BY THE BOARD OF DIRECTORS

After passing the screening process, the proposal

is presented to the Board, which will then make a
decision. In some cases, the Investment Committee
may reach a decision if it falls within the invest-
ment mandate granted by the Board of Directors.

If the investment is approved, an agreement will be
negotiated. The investment agreement also includes
requirements regarding sustainability and reporting.
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Ongoing work and follow-up

Once the agreement has been signed and the money

disbursed, the work initiated earlier during the in-

vestment phase continues. We work actively and con-

tinuously with our portfolio companies, focusing on

commercial, risk and sustainability issues identified

during the due diligence phase. The regional offices

play an important role in the continuous follow-up.
During the period in which we are shareholders

of or lenders to a company or fund, usually seven to

Active ownership phase

ten years, we maintain ongoing dialogue and close
contact with the portfolio companies to follow up on
risks and results, goal attainment and contractual
conditions. This is done through visits, active board
work and dialogue, as well as through the company’s
annual status reports (Swedfund Portfolio Company

Sustainability Report). Both internal audits and third
party audits are conducted. In connection with fund
investments, we can have direct contact with the un-
derlying holdings of the funds, for example through
visits, analyses, initiatives within ESG and impact
supported by TA funds*, and through their reports.

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

Results, learning and experience

Swedfund is a long-term development finance insti-
tution, not a permanent owner. We exit an investment
either by selling our shares, the loan being repaid or

Exit phase

conclusion of the fund.
The exit phase generally starts when Swedfund
considers the goals established for the investment
to be achieved or when we cease to be ’additional’.
Selling equity in the markets in which we operate can
be a difficult and protracted process. Ahead of the
exit process, the portfolio company is analysed on the
basis of Swedfund’s three pillars, and an assessment is
made as to whether further initiatives are necessary.
An exit report is prepared for each exit, where we
analyse the achieved results, what we have learned
and what relevant knowledge and experiences we

can bring with us into future investments. The report *Funds for
must also clearly describe how the investment has Technical
lived up to Swedfund’s requirements and contrib- Assistance
uted to the objectives adopted at the time of the (TA)
investment. Read more
on page 80.

Special Operations

Some of Swedfund’s investments may sometimes require extra time or measures.
There can be several underlying causes as to why a portfolio company does not per-
form as planned, such as poor market development, war and conflict, difficult
divestment or liquidation situations or other aspects related to a company’s govern-
ance. To support the portfolio companies in such situations, we have the Special Oper-
ations function. In Special Operations, we spend extra time on the investment or use
other methods than usual for a limited period of time to help reverse the development.
A decision to move an investment from the investment organisation to Special
Operations is made by the Investment Committee.

For companies in Special Operations, it can be an advantage to receive extra support
in areas where the challenges exist, such as financing, strategy or ESG issues. For
Swedfund, the move to Special Operations can be advantageous as a different team
can shed new light on the investment and the assessment of risks and opportunities,
as well as providing the investment dedicated time to deal with the situation that
has arisen.
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The Project Accelerator - a bridge between
development cooperation, trade and investment

The Project Accelerator is a facility within Swedfund whose work aims to support public project owners in developing
countries to develop and implement more sustainable and financially viable infrastructure projects. The Project
Accelerator has a catalytic effect and Swedish companies can be part of the solution. The Project Accelerator offers
support for project development, capacity-building measures and financing of feasibility studies in sustainable and
green infrastructure, which are important areas for achieving the Sustainable Development Goals.

Large need for project preparation initiatives
Large-scale investments in infrastructure are a
prerequisite for sustainable development, eco-
nomic growth and poverty reduction in develop-
ing countries. Investments in energy, water and
sanitation systems, healthcare and sustainable
transport systems are examples of infrastructure
that play a crucial role in meeting immediate needs
of populations and the Global Goals.

At the same time, developing countries often lack
the financial resources and the capacity required
to develop and implement necessary investments.
In procurement processes, sustainability aspects
are often deprioritised, leading countries to build
themselves into unsustainable systems. There-
fore, there is a great need for project preparation
initiatives that can help to identify and develop
prioritised and financially viable projects that also
meet investors’ social and environmental require-
ments and in which Swedish companies can be part
of the solution.

Support through capacity-building initiatives
and feasibility studies

The Project Accelerator aims to analyse the risks
and opportunities associated with a specific pro-
ject, demonstrate financial, social and environ-
mental viability, and to help stakeholders make
well-informed decisions. The Project Accelerator
also provides technical support through external
advisors to strengthen the project owner’s ability
to procure and implement studies in a structured
manner in accordance with international stand-
ards. Overall, this helps unlock opportunities for
external funding for the project’s implementation
through a development bank or a Swedish export
credit, for example. It also allows Swedish compa-
nies that offer sustainable solutions to participate
in a competitive procurement process.

Since its inception in 2016, the Project Accelera-
tor has initiated more than 70 projects. Global cri-
ses are likely to increase needs. Increased funding
during the year has enabled the initiation of more
projects, including projects in Ukraine.

Team Sweden and key partnerships

The Project Accelerator works with different
actors within Team Sweden, with the Embassies
being particularly important. They are represented
in our partner countries and help identify relevant
needs and support during implementation, as
discussions often take place with local ministries
and authorities.

Other actors within Team Sweden (Business Swe-
den, SEK, EKN and Sida, amongst others) are also
important partners, as well as Swedish companies
that can offer sustainable solutions. These collab-
orations allow for collective project expertise and
discussions with financiers at an early stage.

A tool for trade and investment

By contributing to the development of more
sustainable projects, the Project Accelerator
strengthens conditions for increased production
capacity locally, trade and, ultimately, favourable
economic development where the private sector
can contribute to sustainable growth.

Number of interventions
initiated in 2023

The Project Accelerator is also an important
tool for Swedfund’s investments by laying the
foundation for more sustainable projects that can
be financed and implemented in our countries.
For example, the Project Accelerator can support
investments in the Energy & Climate sector by
strengthening the capacity of the electricity grid.
This creates the conditions for renewable energy
generated by Swedfund’s investments to be used
more efficiently, and for local actors’ capacity de-
velopment to contribute positively to Swedfund’s
investments.

The Project Accelerator thereby serves as an
important bridge between development coopera-
tion, trade and investment, and, by extension, more
inclusive growth.



https://www.swedfund.se/media/2753/swedfund_integrated-report_2023.pdf

Introduction to Swedfund
Voices in our world

How Swedfund creates value

Value creation

Goals

Business plan

Sectors

Pillars

Playing field

Risk
Investment instruments
Investment process

Project Accelerator

34
36
38
40
a2
44
46
48
50
54

Case study: Project Accelerator — 55

Ethical compass

Risk management

Results and governance

Download PDF &

56
58

Sustainable transport solutions
in Manila

PUBLIC TRANSPORT PLAYS A crucial role in economic
growth and sustainable and inclusive development. However,
access to public transport in developing countries is often

limited, with negative effects on people and the environment.

In Southeast Asia, 60 percent of the population lacks
access to public transport. The effects can be seen in Manila,
capital of the Philippines, where the traffic situation has
long been difficult, with poor air quality and widespread
traffic congestion.

In 2017, the Project Accelerator initiated a collaboration
with the Philippines’ Ministry of Transport to investigate
the potential for a bus network with dedicated lanes and
other functions that help buses move more efficiently.
The first bus route was implemented during the Covid-19
pandemic and facilitates travel between districts, with up
to 400,000 passengers daily.

Since then, we have continued our collaboration to further
develop the public transport network. In 2023, new studies
were initiated to develop an operator model for the organi-
sation and management of the system.

An efficient public transport solution is very much in line
with the Project Accelerator’s continued focus on sustai-
nable transport. The impact is considerable, with emission
reductions, improved safety and better opportunities for
people to transport themselves within the city.

Wastewater treatment in South
Sudan to reduce environmental
impacts and improve health

AFTER MANY YEARS OF conflict, global crises and
drought in the south and flooding in the north, South
Sudan faces a difficult humanitarian situation, with over
80 percent of the population below the poverty line. Basic
infrastructure for wastewater is lacking, which affects the
environment and human health.

Since 2023, the Project Accelerator has supported a
project together with South Sudan’s state-owned water
company. We have funded a feasibility study for the de-
velopment of a wastewater treatment plant in the capital
Juba that is both sustainable and resilient to climate
change. By implementing a wastewater treatment system,
the city can reduce the negative effects of flooding on
crops, infrastructure, and the dispersal of pollutants and
contaminants. Sustainable treatment systems can also
contribute to resource efficiency, especially if circular
technologies are used.

The project is expected to be completed in 2024 and the
implementation of the wastewater facility is planned to be
financed by the African Development Bank.

Digitalisation project for a
government cloud solution
in Ukraine

RUSSIA'S INVASION HAS POSED major challenges for
the digital sector in Ukraine in terms of the destruction
of digital infrastructure, cyber attacks and the spread of
disinformation. Despite this, the Ukrainian government
has continued its efforts to provide, expand and digitalise
public services for its population.

As part of these efforts, Ukraine's Ministry of Digital
Transformation intends to develop a strategy for the
development of a state-owned cloud solution. The Project
Accelerator is supporting the strategy through a feasibility
study analysing potential alternatives for cloud services
and, in the long term, the implementation of a government
cloud service.

The overall aim of the project is to contribute to the
country's long-term goals regarding data security, digital
resilience and access to reliable public services. Further-
more, the project represents an important step in strength-
ening Ukraine's compliance with EU rules in the digital
domain, thereby strengthening the country’s position for
future EU membership.
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Swedfund's ethical compass

Our ethical compass consists of the policies, international
commitments, guidelines and transparency commitments
that we follow. The compass ensures that we contribute to

development in a sustainable way.

Our ethical compass

The ethical compass has been developed based on
Swedfund’s mission and the needs that we have
identified in close dialogue with our owner, partners
and other stakeholders. Dialogue with our stakehold-
ers is particularly important for us to develop and be
challenged, and fulfil our mission as a development
finance institution. Read more about our stakeholder
and materiality analysis on pages 138-139.

Swedfund’s Code of Conduct, Sustainability Policy,
Anti-Corruption Policy and Tax Policy are key policies
adopted by the Board of Directors and communicated
to our stakeholders via our website. The commit-
ments in our policies extend beyond compliance
with existing legislation, as we are also committed to
complying with voluntary international guidelines.
Our employees’ adherence to our Code of Conduct
and implementation of our Sustainability Policy, Anti-
corruption Policy and Tax Policy, amongst others, is
crucial to fulfilling our mission as a responsible inves-
tor. The ethical compass is an important part of the
introduction programme for new employees. To boost
internal sustainability competence, Swedfund pro-
vides continuous training on international guidelines
and commitments, our policies and issues such as
climate, gender equality, human rights, anti-corrup-
tion and corporate governance. Policies and

commitments in the ethical compass encompass both
Swedfund as a company and our portfolio companies.

Updated policies

In 2023, the sustainability policy underwent a review
and minor revision. The sustainability requirements
for our portfolio companies were restructured and
certain requirements were clarified, for example
requirements related to climate calculations for finan-
cial institutions, forest certification and customer
protection certification. The requirements for sus-
tainable agriculture were also supplemented. Some
requirements were removed from the policy, although
they are still included in the investment process, such
as requirements linked to the boards’ sustainability
committees.

Swedfund has a whistleblowing function that can be
used in case of suspected irregularities conducted by
executives within Swedfund or the portfolio compa-
nies. The whistleblowing function handles suspected
corruption, accounting inaccuracies, deficiencies in
internal control or other doubts that could seriously
affect the company’s interests or the health and safety
of individuals. In 2023, Swedfund established a new
internal reporting channel and carried out a review
and update of the whistleblowing service due to new
legislation.
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* Swedfund’s Code of Conduct

« Swedfund’s Policy for Sustainable
Development

« Swedfund’s Anti-Corruption Policy

¢ Swedfund’s Tax Policy

Policies

¢ Transparency and Disclosure Policy

International commitments

* UN Global Compact

* UN Principles for Responsible
Investment (UNPRI)

« EDFI Principles on Responsible
Financing

« World Bank framework for Corpo-
rate Governance Development

* EDFI Exclusion Lists

¢ 2X Challenge - Financing for
‘Women

« EDFI Statement on climate and
energy finance

 Paris Development Banks

Statement on Gender Equality

and Women’s Empowerment

¢ 4

¢ OECD Guidelines for Multinational
Enterprises

¢ UN Guiding Principles on Business
and Human Rights

« IFC’s Operating Principles for

Guidelines

Impact Management
' ¢ IFC Performance Standards

on Environmental and Social
Sustainability

¢ IFC Environmental, Health and
Safety Guidelines

* EDFI Harmonized Environmental
and Social Standards for direct
investments, financial institutions
and fund investments

* EDFI Guidelines for OFCs

Transparency commitments

¢ The International Framework for
Integrated Reporting

¢ Global Reporting Initiative (GRI)
Standards

¢ UN Global Compact
Communication on Progress (CoP)

¢ UN Principles for Responsible
Investment (UNPRI) reporting
framework

¢ Open Aid

« IFI Harmonized Development

Results Indicators for Private Sector
Investment Operations

 Task force on Climate-related
Financial Disclosures (TCFD)

* OECD DAC PSI Reporting

Read more about guidelines
and policies here:
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Risk management
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In the table below, we break down and describe our risks and how we manage them.

We manage risks at different levels according to the listed categories. Good risk

management is both a prerequisite for the business and enabler of increased impact.

1. Strateqic risks

Description of risk Management of risk

Risk linked to financing - Swedfund works methodically to ensure that the owner

As Swedfund is primarily financed through capital understands and sees the benefits of our business through
injections from the owner currently, there is a risk that ~ an owner dialogue and request for capital injection,
political decisions could affect the conditions for the amongst others.

organisation's operations. - Reqular stakeholder dialogues.

Geopolitical risks - To manage risks relating to geopolitical situations,
Include trade disruption, the impact of the global developments in the countries in which Swedfund invests
economy, monetary policy effects and climate-related are monitored closely.
threats and risks. External events such as conflicts, - Swedfund strives to achieve a balance in the distribution
natural disasters and pandemics are also included of the portfolio across countries and regions, sectors and
within the framework of geopolitical risks. instruments.

- The Board of Directors establishes concentration limits for

geographic exposure and counterparties.

Risks linked to contextual circumstances - Swedfund's activities aim to reduce inequality and gaps
Risks associated with the frequent lack of strong and improve working and living conditions to strengthen
institutions, robust legislation and implementation and communities and, by extension, their institutions.
follow-up of laws and regulations in the countries in

which Swedfund's portfolio companies operate.

Risks linked to reputation and trust - Swedfund primarily manages these risks through a
Examples of particularly serious events which could responsible and sound investment process.

impact on risks relating to reputation and trust include - Incident reporting from portfolio companies and transparent
allegations of corruption, violations of human rights, reporting on investments to owners and stakeholders.
poor working conditions or other situations in which - Dialogue with owners and stakeholders in accordance with
Swedfund is not seen as utilising tax revenues and Swedfund's Crisis Management Policy.

development cooperation funding in a responsible

manner.

2. Investment risks

Description of risk

Management of risk

- The risks associated with impact on society are managed
through a thorough evaluation process ahead of the

will not deliver the impact we aim to achieve in line investment decision, as well as active management.

with the company’s mission goals and theories of - Quality improvement initiatives through Technical

change, or that an individual investment will not have Assistance (TA)

the impact on society that was expected at the time

the investment was approved.

Impact on society
There is a risk that Swedfund's investment portfolio

Risks linked to the sustainability work
of investments

- Frameworks and policies are updated continuously as and
when necessary.

In individual holdings and at portfolio level, there is a - Acceptable deviations and limits regarding sustainability
risk that our investments do not meet the sustainability risks are defined in Swedfund's Policy for Sustainable
requirements that we set and thus do not contribute Development.

to long-term value creation. The sustainability risks, - Continuous follow-up to ensure that the portfolio

within the framework of the investment risks, that companies meet set requirements according to agree-
we have identified are linked to our Policy for Sustain- ments.

able Development and our sustainability goals (see - Quality improvement initiatives through Technical
Swedfund's ethical compass on pages 56-57). Assistance.

- Risks relating to the financial sustainability of the portfolio

of investments: companies are monitored and managed throughout the

Economic risks are linked to the financial viability of investment process, from decisions on new investments to

our investments. This includes, for example, business the exit of holdings.

and partner risks, credit risks and currency and - Swedfund's investment team is responsible for preventing

interest rate risks. and, where appropriate, managing risks in the portfolio
through active management, which encompasses board
and committee processes and visits to businesses, quality-
enhancing initiatives through technical assistance and
other reqgular follow-up.

- The evaluation and selection of partners are vital steps
in the management of investment risks in the portfolio,
where Swedfund strives to invest in, and together with,
strong and competent partners who have experience,
integrity and a history of strong performance.

Risks linked to the financial viability



https://www.swedfund.se/media/2753/swedfund_integrated-report_2023.pdf

Introduction to Swedfund
Voices in our world

How Swedfund creates value
Value creation

Goals

Business plan

Sectors

Pillars

Playing field

Risk

Investment instruments
Investment process

Project Accelerator

Case study: Project Accelerator

Ethical compass

- Risk management

Results and governance

Download PDF &

34
36
38
40
42
44
46
48
50
54
55
56
58

Swedfund Integrated Report 2023

3. Financial risks

Description of risk

Credit and share price risk

Investments in equity and funds primarily take place

in unlisted businesses where there is a risk of negative
value development relative to the amount invested and
the process for divesting holdings can be protracted
and time-consuming. Credit risk is the risk that a
borrower will be unable to fulfil its obligations due to a
reduction in its ability to repay, which could potentially
lead to credit losses in Swedfund's loan portfolio.

Management of risk

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

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

Liquidity risk

Liquidity risk refers to the risk that Swedfund will not
have access to cash and cash equivalents in order to
fulfil its contractual obligations or that the cost of
raising cash and cash equivalents increases.

- Swedfund's own liquidity management must be invested

in low-risk instruments, in currencies which match
contractual commitments.

- Liquidity risks are managed and governed by the
Financial Policy established by the board of directors,
which sets out the principles and risk limits that are to
be applied to the company'’s liquidity management.

4. Operational risks

Description of risk

Risks linked to Swedfund's operations

and organisation

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

59

Management of risk

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

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

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

- Work relating to the development of leadership and values.

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

- Established whistleblower service and complaints
mechanism.

Currency risk

Swedfund is exposed to currency risk in that financing
from the owner takes place in Swedish kronor (SEK)
while contractual commitments usually take place in
other currencies (USD and EUR). The currency risk
in Swedfund's business is complex, with transactions
normally being executed in an internationally viable
currency, while real currency risk often lies in local
currencies where the portfolio companies actually
operate. Fluctuations in exchange rates can lead to
substantial exchange rate effects with an associated
impact on Swedfund's financial results which are
reported in Swedish kronor.

- The general principle is not to protect the investments
in the portfolio against currency risk.

- The risk is managed and regulated through Swedfund's
Finance Policy.

5. Climate risks

Description of risk

Risks linked to investments

Management of risk

- As part of our review at the time of an investment, we
analyse the company's potential climate risks, both physical
and transition risks, based on the country’s vulnerability
to climate change and sector- and project-specific risks.

We then work with our companies to help them assess and
manage the effects of climate risks.

Physical climate risks

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

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

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

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

Transition risks

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

The transition risks, i.e. from the transition to a low-emission
economy, in our portfolio are limited, as Swedfund has only
invested in renewable energy production since 2014.
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The portfolio
companies’ results

This section, which opens the Directors’ Report, presents the trends in the results of
Swedfund's investment portfolio. It also describes how Swedfund is working to achieve
its stated goals and thus support the implementation of the 2030 Agenda. The trends in
results are presented for all three pillars (impact on society, sustainability and financial
viability), and are illustrated using a number of indicators.

THE STRUCTURE OF THE analysis and the indicators
chosen are based on the mission goals adopted for the
company by the annual general meeting. The perfor-

i - mance indicators are defined in the goals set out in the

- Ad o v Ownership instructions which have also constituted

l L\

the adopted goals for sustainable value creation
approved by the board of directors since 2020. In
order to further clarify the trends in performance
under each pillar, Swedfund reports on the additional
performance indicators within the pillars of impact
on society and sustainability, which are based on the
business strategy approved by the board of directors.
The work has also taken into account the State’s
ownership policy and principles for state ownership.
As in previous years, Swedfund is reporting the results
of portfolio companies with a one-year lag, which
means that this year’s report is based on the results of
the portfolio companies in 2022.

The results of the portfolio companies indicate
further growth in direct jobs, especially in the funds’
underlying companies. The results also show an
increase in tax payments. The number of indirect
jobs created through supply chains, consumption and
access to finance and energy is also growing. With
regards to gender equality and women’s economic
empowerment, the portfolio is close to the adopted

targets (54 percent of our investments are estimated

62

4%

of our investments are estimated
to meet at least one of the
2X Challenge criteria

to meet at least one of the 2X Challenge criteria;

the target is 60 percent), although the results have
decreased slightly compared to the previous year due
to a stricter interpretation of the criteria. The propor-
tion of female employees has remained stable over
the past three years, but the proportion of women in
senior management positions has declined. Reported
total greenhouse gas emissions from Swedfund’s port-
folio have increased due to expansion of the portfolio.
At the same time, emissions per krona invested have
continued to fall compared to the previous year. A new
indicator for reporting emissions avoided has been
introduced. The sustainability indicators regarding
decent work, management systems for environmental
and social issues, and anti-corruption, show that an
increasing proportion of the companies that have
been part of Swedfund’s portfolio for more than three
years are considered to meet the requirements that
we have set. Sixty seven percent of direct investments
increase both turnover and profitability (EBIT) with
the investment year as the base year.
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Indicator Type of goal
Climate impact Mission goal
Gender equality and Mission goal
women's economic
empowerment

Other goal
Jobs Other goal
Tax revenues Other goal

Directors’ Report

Goal

By 2045, the company's
investment portfolio will
be climate-neutral

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

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

Increase in the number
of employees in a
majority of companies
in the portfolio

Increased tax revenues
overall in the portfolio

Definition

Total CO,e emissions
per scope (thousand
tonnes)

Reduced emissions
per invested Swedish
krona (tCO,e/MSEK)

Total emissions
avoided (tCO,e)

Proportion of invest-
ments fulfilling the
2X Challenge criteria

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

Number of jobs in
the portfolio

Number and propor-
tion of companies
showing growth in
jobs

Number of indirect
jobs in the portfolio

Taxes and other
similar items
(as a minimum
corporation tax)
translated to
Swedish kronor
(SEK)

CLIMATE
ACTION
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Indicator Type of goal
Decent Mission goal
working conditions
Environment and Other goal
social management
system
Anti-corruption Other goal
management
system
Economically Mission goal
sustainable
investments
Other goal
Mission goal

Goal

Decent working con-
ditions in accordance
with the ILO’s Declara-
tion on Fundamental
Principles and Rights
at Work shall be pro-
vided by all the com-
pany's investments
within no more than
three years from the
date of investment

Environmental and
social management
systems shall be
implemented by all of
the company's invest-
ments by no later than
three years from the
investment date

A management
system for combating
corruption shall be
implemented by all of
the company's invest-
ments by no later than
three years from the
investment date

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

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

Increased mobilisation
of private capital.
Target >30% mobilised
capital in investments
made by Swedfund

Definition

Proportion of
investments
complying with the
ILO’s fundamental
conventions

Proportion of
investments that
have implemented
environmental and
social management
systems

Proportion of
investments that
have implemented
an anti-corruption
management system

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

Proportion of funds
in the fund portfolio
reporting a positive
IRR

Total private capital
mobilised relative
to Swedfund's con-
tracted investment
volume
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Definitions, sources and
presentation

Below, a general overview is provided of the methodology employed
for data collection, as well as the definitions and assumptions used
in reporting and presenting the trends in the performance of the
portfolio companies across the three pillars.

Reporting cycle

Swedfund and Swedfund’s portfolio companies pre-
pare their annual reports over the same period, which
means that the information used for the portfolio
companies’ performance reports cannot be presented
for the current year. Swedfund has therefore opted to
present trends in the results of portfolio companies
with a one-year lag, which means that the following
report on results is based on 2022.

In the few cases where portfolio companies have a
financial year that does not coincide with the calendar
year, the breakpoint has been 31 March, i.e. the figures
for 2022 correspond to financial information in the
annual report for the financial year 1 April 2022 to
31 March 2023.

Sources
The indicators described in the subsequent sections
are based on reports from portfolio companies and
the underlying holdings of funds. The underlying data
for the reports primarily comprises the following:
« Sustainability Reports (prepared and distributed
by Swedfund)
¢ Annual E&S Monitoring Reports
(prepared and distributed by other DFIs)
¢ Annual reports
e Fund reports

ANNUAL REPORTS

The annual reports of the portfolio companies

constitute the source, in full or in part, of the

following indicators:

« Indicator carbon footprint (COe calculation)

« Indicator for tax

* Indicators concerning women’s empowerment

* Indicators concerning job creation

« Indicators concerning financial viability for
direct investment and funds

64

SUSTAINABILITY REPORTS (PREPARED AND

DISTRIBUTED BY SWEDFUND)

Swedfund requires portfolio companies to annually

submit information concerning the pillars "Impact on

Society’ and ’Sustainability’ in Sustainability Reports

prepared by Swedfund. Data is collected via Sustain-

ability Reports through a predominantly digitalised

process. Information from Sustainability Reports

distributed by Swedfund constitutes the source, in full

or in part, of the following indicators:

¢ Indicator carbon footprint (COe calculation)

« Total emissions avoided

¢ Indicators concerning women’s empowerment

¢ Indicators concerning job creation

« Indicator for tax

« Indicator for decent work

« Indicator for environmental and social
management system

¢ Indicator for anti-corruption management system

The Sustainability Reports are tailored to the type
of investment concerned: direct investments (equity
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or loans), banks and funds. Sustainability Reports
intended for direct investments contain more detailed
questions regarding management systems for sustain-
ability issues, etc., while those intended for invest-
ments in financial institutions and funds are more
process-oriented. This is because Swedfund’s evalu-
ation focuses primarily on the procedures, expertise
and guidelines that have been established to ensure
that the banks’ customers and the funds’ holdings in
turn comply with the requirements and conditions
which Swedfund imposes on its portfolio companies.
Sustainability Reports for the underlying holdings of
funds are prepared by the fund managers.

ANNUAL E&S MONITORING REPORTS (PREPARED
AND DISTRIBUTED BY OTHER DFIS)

In some cases, the sources used for Swedfund’s
financial reports consist of Annual E&S Monitoring
Reports prepared by another development finance
institution, but with the results being submitted to
Swedfund in its capacity as co-financier. These annual
E&S Monitoring Reports are evaluated by Swedfund’s
sustainability experts and included in the aggregated
financial reports. For 2022, this applies to fewer than
ten investments.

FUND REPORTS
Fund reports consist of both financially oriented
quarterly reports and sustainability reports.

Scope of performance reports

AGGREGATED PORTFOLIO INFORMATION

In this integrated report, Swedfund presents the
aggregated results of the investments in the portfolio.
Swedfund does not present developments in the
results of individual investments, partly because
Swedfund sees the investments as a portfolio, and
partly because in many cases the investment agree-
ments that Swedfund enters into and the information
that is collected under each agreement (such as finan-
cial reports and sustainability reports) constitute
confidential information.

Directors’ Report

SAMPLE

The portfolio sample/composition that is presented
may vary depending on the indicator presented in
the following sections. Unless otherwise stated, three
main samples, including the number of investments,
are presented:

Sample 2020 2021 2022
Portfolio companies 60 55 58
Portfolio companies and 237 252 258

co-financing facilities,

including the underlying

holdings of funds

Direct investments in 35 27 28
equity and loans

The sample that is presented in the following sections
comprises all investments still in existence at the end
of the respective year (unless stated otherwise).

DIRECT INVESTMENTS
The sample includes all direct investments in the form
of equity and loans.

PORTFOLIO COMPANIES

The sample comprises all direct investments in the
form of equity and loans, as well as indirect invest-
ments in funds.

PORTFOLIO COMPANIES AND CO-FINANCING
FACILITIES, INCLUDING THE UNDERLYING
HOLDINGS OF FUNDS

The sample includes all direct investments in the form
of equity and loans, indirect investments via funds,
co-financing facilities and the underlying holdings

of funds. This sample is only used for the indicators
Climate footprint (COe estimation) and Indirect

job creation. *With effect from 2021, data from the
holdings of co-financing facilities have been aggregat-
ed, and different holdings will no longer be handled
separately. As a result, the table does not include the
number of underlying holdings of the co-facilities
with the samples for 2021 and 2022.

WHEN AN INVESTMENT IS INCLUDED

IN THE SAMPLE

An investment is included in the sample for perfor-
mance reporting from the year in which the first
disbursement for the investment takes place.

The portfolio of investments presented in the
following sections consists of the investments that
were still in existence at the end of the respective year
(unless stated otherwise), which means that invest-
ments which have been exited are not included in the
calculation for the year in which the investment was
actually exited.

WEIGHTING BASED ON OWNERSHIP INTEREST

OR SHARE OF FINANCING

When reporting trends in the results of portfolio com-
panies, funds and co-financing facilities, the overall
outcome is considered, i.e. no weighting is carried

out in relation to Swedfund’s holding or share of the
company’s financing. This follows from an established
principle for reporting within EDFI. The exceptions
to this principle are the indicators carbon footprint
(CO4e) and ’emissions avoided’, for which weighting is
based on Swedfund’s stake/share in the investment.

NON-AVAILABILITY OF INFORMATION

For a number of portfolio companies and under-

lying holdings in funds and co-financing facilities, no
reports are available for one or more years. In some
cases, the reported information is incomplete or of
poor quality, which has a variable impact on the calcu-
lation of one or more indicators. This means that the
reporting of indicators only covers holdings and years
for which data has been obtained.

Presentation and comparisons

The following sections present the trends in the
portfolio’s results. In order to clarify the investment
phases and age structure of the portfolio, some indi-
cators are presented in the phases of the investment
process as a supplement to reporting the respective
indicators for the entire portfolio.

65

PHASES OF THE INVESTMENT PROCESS
In order to reflect how Swedfund operates with
investments over their lifetime, the organisation’s in-
vestments have been divided into the following three
categories in the report on certain indicators under
the pillars of impact on society and sustainability:
1. Active ownership phase, part 1 — Investments
held for three years or less.
2. Active ownership phase, part 2 - Investments
held for more than three years.
3. Exit phase - Investments which, at the end of
the respective accounting period, have been
identified as being subject to exiting.

Swedfund is a long-term, but an not an indefinite,
investor. Swedfund ends its investments and partner-
ships either through selling the organisation’s equity
holdings, through repayment of the loan or through
expiry of a fund’s term. The exit phase generally
commences when Swedfund considers that the invest-
ment is achieving results within all three pillars. The
absence of any scope to pursue active ownership may
be one reason why an investment is exited.

See also the description of the investment process
on pages 50-53.

COMPARISON YEAR

In the case of indicators where relevant historical data
is available, indicators for the reporting year and four
comparative years are presented.
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Directors’ Report

Impact on society

o0 Environmentally and climate-related
ar3> - sustainable investments

TYPE OF GOAL
Mission goal

GOALS AND DESCRIPTION

The company'’s investment portfolio shall be
climate-neutral by 2045, meaning that GHG
emissions from the portfolio shall be net zero as
defined by the IPCC. The portfolio's total GHG
emissions per Swedish krona invested must
therefore decrease over time, with 2020 as the
base year.

INDICATOR

Total CO,e emissions per scope (thousand
tonnes), emissions per Swedish krona invested
(tCOe /MSEK), portfolio adaptation to the Paris
Agreement and emissions avoided.

| 131 - Strengthen resilience and adaptive
| capacity to climate-related hazards and
natural disasters in all countries.

T 13.2 - Integrate climate measures into
= policies, strategies and planning at
national level.

13.3 - Improve education, awareness and
LU human and institutional capacity regarding

climate change mitigation, climate adapta-
tion, mitigation of climate change impacts
and early warning.

Introduction

Combating climate change and its consequences is
akey element in Swedfund’s mission. Vulnerable
people living in poverty are also among those affected
most by climate change. Swedfund has two mission
goals regarding the environment and climate which
we measure and report the results of. Climate is also
one of the strategic themes which permeate all our
investments, and we have an active approach to the
issue of climate in our relationship with our portfolio
companies. The efforts being made in relation to the
environment and climate form an integral part of the
investment process, based on Swedfund’s Sustainabil-
ity Policy and Guiding Note on Climate. Since 2014,
we have exclusively invested in renewable energy.

Results and analysis

PORTFOLIO ADAPTATION TO THE

PARIS AGREEMENT

Fighting the consequences of climate change and
poverty goes hand in hand, and Swedfund’s ambition
is thus to help ensure that the goals of the Paris Agree-
ment are achieved. In order to realise our ambition
and our mission goals relating to climate, we work at
three different levels: portfolio level, sector level and
portfolio company level.

At portfolio level, we regularly evaluate how closely
aligned our portfolio is with the Paris Agreement.
The most recent evaluation was conducted in 2020
with the assistance of an external expert. At the time,
Swedfund’s investment portfolio showed a relatively
strong alignment with the Paris Agreement: Ninety
percent of our direct investments were considered to
be in line with the Paris Agreement in both 2030 and
2045. Approximately 90 percent of indirect invest-
ments were considered to be aligned with the Paris
Agreement in 2030, with the corresponding figure for

2045 being approximately 80 percent. The relatively
high degree of alignment is the result of Swedfund’s
investment strategy. In line with the new strategy,
Swedfund will start investing more in food and local
production, which could result in an increase in emis-
sions, although investments in agriculture could also
have significant climate benefits. Thus, the calculation
of portfolio alignment with the Paris Agreement will
be repeated in the coming years when the portfolio
contains more investments of this type. We are closely
monitoring the development of a common method for
portfolio alignment with the Paris Agreement, which
is being discussed amongst the European Develop-
ment Finance Institutions (EDFI).

TOTAL CO_e EMISSIONS PER SCOPE
(THOUSAND TONNES)
Swedfund has estimated GHG emissions from the
portfolio in accordance with the GHG Protocol since
2016. During 2021, EDFI agreed to adopt the Standard
for the Financial Industry?, which is a common
method for measuring the portfolios’ GHG emis-
sions. As part of the efforts being made to bring about
harmonisation between the European Development
Finance Institutions, the Joint Impact Model (JIM)2
was also updated to support the estimation of GHG in
the portfolio according to the PCAF method.

During 2021, Swedfund implemented JIM as a
new tool for modelling Swedfund’s financed GHG
emissions in the portfolio. According to the PCAF
method which JIM follows3, the portfolio companies’
own reported emissions (primary data) have been
used where they are considered to be reliable and to
have been calculated in accordance with the GHG
Protocol. In other cases, modelling has been carried
out using financial and other data reported by the
portfolio companies, which have then been converted

66

into emissions using emission factors based on sector
and geography. In addition to carbon dioxide (COy),
the model also includes other GHG emissions, nitrous
oxide (N,0), methane (CH4) and fluorinated GHG
(f-gases), and the results are reported as tonnes of
CO, equivalents (tCO»e). First, the total emissions

of the portfolio companies were calculated. Next,
Swedfund’s share of these emissions was determined
based on the share of financing, which is included

in the reporting. Like certain other EDFI members,
Swedfund continues to include the Scope 3 emissions
of financial institutions in its Scope 3 reporting, which
JIM enables. As a result of the switch to the JIM
calculation model in 2021, comparative data can only
be reported for two years.

In 2022, total emissions from the portfolio amoun-
ted to about 132 thousand tonnes, which represents
an increase of eight percent from 121* thousand
tonnes in 2021. The increase in emissions is due to a
number of factors, including a growing portfolio and
an increase in economic activity among the portfolio
companies (compared with 2021, when economic
activity and thus also emissions were still affected by
the pandemic). The majority of the total emissions
originate from one of Swedfund’s older investments,
a gas-fired power station in Nigeria (2013). Emissions
from this gas-fired power station account for around
aquarter of the portfolio’s total emissions. Approx-
imately 20 percent of the total emissions originates
from lending to larger commercial banks, which in
turn provide loans to SMEs with exposure to many
different sectors. Just over half of the total emissions
are generated by the remaining portfolio companies,

1 https://carbonaccountingfinancials.com/

2 https://www.jointimpactmodel.org/

3 https://c990f083-1dd0-46c6-bd86-9c35d8balb5l.filesusr.com/
ugd/7aa894_af1116d9866d4aeb8588760b527733d6.pdf
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and thus the share of emissions from individual
companies is generally small.

Scope 3 emissions, which include emissions from
investments made by the funds and financial institu-
tions, in addition to other indirect sources, account
for the majority, 54 percent, of Swedfund’s total
emissions (2021: 61* percent). Direct GHG emissions
(Scope 1) account for 38 percent of Swedfund’s total
emissions (2021: 36*) and Scope 2 just eight percent
(2021: three* percent). The emissions per Scope in
Swedfund’s portfolio vary annually depending on
portfolio composition and data availability, but Scope
3 emissions from indirect sources are generally the
most significant. During 2022 and 2023, we supported
anumber of fund managers in developing and imple-
menting climate strategies, as well as supporting them
in creating models to estimate and report greenhouse
gas emissions from their portfolios. We have conducted
a study on the climate impact of different sectors in
collaboration with PwC in order to support the climate
strategies of the fund managers. In addition, we have
introduced a handbook for fund managers which
provides guidance on how they can work, measure and
report climate impact and risks in their investment
processes and portfolios.

In order to achieve our goal of a greenhouse gas-
neutral portfolio by 2045, we will continue to invest in
projects that make a positive contribution to the Paris
Agreement and, together with other Development
Finance Institutions, further develop our climate
evaluation of new investment opportunities. We will
reduce emissions from the portfolio by imposing
requirements on and supporting our portfolio com-
panies with regards to the estimation, monitoring
and reduction of their emissions and contributing
to a greener transition. However, the total emissions
from our portfolio could increase as a consequence of
Swedfund’s new strategy. This is due not only to the
growing portfolio, but also to the introduction of a
new sector, Food Systems, as well as planned increases
in investments in enterprises that produce goods
locally. At the same time, we will also start to evaluate
opportunities to invest in carbon capture or storage,
initially through investments in sustainable forestry.

Directors’ Report

Nevertheless, it remains crucial that every investment
opportunity, including those focused on climate
initiatives, actively contributes to poverty reduction
and aligns with our overarching goals across the three
pillars: impact on society, sustainability, and financial
viability. In terms of calculations, we are continuing
our efforts relating to harmonisation with our EDFI
colleagues and further developing our data acquisi-
tion process in order to increase primary data and
accuracy in our emission calculations. We are closely
monitoring the development of calculation methodol-
ogies and models, and adjust our measurement metho-
dology as and when necessary in order to present the
portfolio’s emission sources as accurately as possible
and enhance comparability with other investors.

EMISSIONS PER INVESTED SWEDISH KRONA
(TCO,e/MSEK)

The indicator ’emissions per invested krona’ (tCOqe/
MSEK) is based on the portfolio’s total emissions and
Swedfund’s commitment report. This is an important
key figure in the monitoring of the efforts being made
to achieve the target for emission reductions. During
2022, GHG emissions per invested krona from Swed-
fund’s portfolio fell from 307* tCO,e per invested
MSEK in 2021 to 28.38 tCO,e per invested MSEK

in 2022. The decrease is explained by the fact that
although total emissions have increased compared to
2021, the size of the portfolio (measured in MSEK)
has grown proportionately larger.

EMISSIONS AVOIDED
’Emissions avoided’ is a new indicator which is being
reported for the first time in 2022. Swedfund invests
a high proportion of its portfolio in the production of
renewable energy in Africa and Asia. This indicator
clarifies the impact of investments that replace
emissions from the production of energy from fossil
sources. This is particularly important in economies
where energy production is largely based on fossil
fuels, e.g. in countries such as India, South Africa and
Indonesia.

Swedfund follows the methodology of the Inter-
national Financial Institutions Technical Working

Total CO,e emissions per scope (thousand tonnes)

30
Scope 1

N |

Scope 2

10
Scope 3 .

Total

2020 I 2021 2022

~
)

67

136

132

Emissions from Swedfund's portfolio, i.e. the emission categories of the portfolio companies: Scope 1: Direct GHG emissions, over
which the organisation has direct control, e.g. from the company’s own vehicles and the combustion of fuels in production. Scope
2: Indirect emissions from the consumption of purchased electricity distributed via a network (not generated by the company), i.e.
the consumption of electricity, district heating and district cooling. Scope 3: Other indirect emissions, which take place outside the
boundaries of the business either upstream or downstream, such as purchased goods and services, purchased transport, waste,
business travel, hired equipment, distribution, use of products and investments. The results were calculated using the Joint Impact
Model, a web-based tool for impact investors in developing markets developed by Steward Redqueen and coordinated with BIl,
FMO, BIO, Proparco, AfDB and FinDev Canada. The results were calculated with the aid of User guide JIM 2.0. They are based on
economic modelling and do not represent actual figures, but are estimates and should be interpreted as such.

Emissions per invested Swedish krona

2022

284

2020

Group (IFI TWG) for calculating emissions avoided, a
methodology that EDFI has agreed to use. Emissions
avoided include both large-scale grid-connected
energy production and off-grid production, and the
calculations are weighted against Swedfund’s stake/
share in the investment. Emissions avoided from
grid-connected energy production are estimated based
on annual energy produced from various sources,
primarily solar, wind and hydropower, and using IFI
TWG’s electricity grid emission factors. Emissions

345

avoided from off-grid projects are calculated according
to standardised factors (“impact metrics”) from the
Global Off-Grid Lighting Association (GOGLA).

During the year in question, the portfolio contrib-
uted to greenhouse gas emissions avoided equivalent
to 71 thousand tonnes of tCOse. A significant part of
this (almost 70 percent) was derived from Swedfund’s
investments in grid-connected energy.

* Restated figures from previous years, includes an additional
emission category.
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o0 Gender equality and the economic
a=> empowerment of women

TYPE OF GOAL
Mission goal

GOALS AND DESCRIPTION

Greater gender equality in the Company's
investment portfolio in terms of the 2X Challenge
criteria or corresponding criteria, which shall be
fulfilled in at least 60 percent of the company’s
investments within no more than three years
from the date of investment.

INDICATOR

Proportion of investments which meet the 2X
Challenge criteria and proportion of women on
company boards, in senior positions and of the
total workforce.

SDG

5.5 - Ensure the full and actual
participation of women and equal
opportunities regarding leadership at

all levels of decision-making in political,
economic and public life.

5.A - Undertake reforms to give women

m equal rights to economic resources, as
well as access to ownership and control
over land and other forms of property,
financial services, inheritance and natural
resources, in accordance with national
laws.

=P 5.B - Enhance the use of enabling

L1 technology, in particular information and
communications technology, to promote
the empowerment of women.

Directors’ Report

Introduction

Gender equality and the economic empowerment of

women have long been key issues for Swedfund, which

in accordance with the Ownership instructions and
the company’s strategy must be systematically taken
into account in the investment process, irrespective
of sector, region and investment instrument. We have
identified that, as a development finance institution,

Swedfund can promote gender equality and women’s

economic empowerment, especially in the following

three areas:

* Women as owners, entrepreneurs and leaders:
Swedfund works to promote meaningful and equal
participation for women as owners and entrepre-
neurs, as well as in senior management and on
boards.

« Women as employees: Swedfund works to create
secure, meaningful and equal opportunities and
conditions for women to develop both at their work-
place in particular and in working life generally.

* Women as consumers: Swedfund encourages the
development and financing of products, services and
business models which help to improve the situation
and participation of women and girls in society.

In addition to this, Swedfund works to help ensure
that workplaces in its portfolio companies are free
from discrimination and violence.

Results and analysis

PROPORTION OF INVESTMENTS FULFILLING

THE 2X CHALLENGE CRITERIA

Swedfund’s overall goal in the area of gender equality
and women’s economic empowerment is to ensure
that, by no later than three years from the date of
investment, at least 60 percent of the investments in
our portfolio meet at least one of the 2X criteria estab-
lished by the G7-founded initiative 2X Global in 2018.
The aim is to identify and promote investments that
can either strengthen women’s development, women-
led companies and companies that employ many
women or offer products and services that specifically
improve the situation facing women or girls in society.

According to 2022 data, 54 percent of the invest-
ments in Swedfund’s portfolio met at least one of the
2X criteria. This represents a decrease from previous
years (57 percent) due to a stricter interpretation
of the 2X criteria for financial institutions. The
proportion of investments that fulfil at least one of the
2X criteria is highest (61 percent) in the Sustainable
Enterprises sector (which includes investments in
health). The Financial Inclusion sector continues to
perform well in terms of meeting the 2X criteria. The
banks in particular have a relatively high number of
female employees and specific policies and pro-
grammes which support women’s employment. Many
of the banks also have a relatively high proportion
of women on their boards and in senior positions,

68

or promote products and services aimed at women,
resulting in a high proportion of female customers.
For Energy & Climate investments, the proportion of
investments that meet at least one of the 2X criteria
has decreased slightly, due to the fact that this sector
has a number of new investments that do not yet
meet the 2X criteria. The work to strengthen gender
equality is particularly challenging in this sector, as it
is traditionally relatively male-dominated.

PROPORTION OF WOMEN ON COMPANY
BOARDS AND IN SENIOR POSITIONS AND

THE OVERALL WORKFORCE

Data from 2022 shows that 17 percent of all board
members in Swedfund’s reporting holdings were

Proportion of investments which meet at least one 2X Challenge criterion, (% per phase)

75

e | —
phase 1

62

65
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Totl -
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1) Holding period < 3 years
2) Holding period > 3 years
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women. Over the past three years, the proportion of
female board members has remained around 14-17
percent. As in previous years, a significant pro-
portion of portfolio companies reported that they
either have no female board members or only one
female board member. This particularly applies to

the underlying companies of the funds, confirming
the need to continue our efforts in the area of gender
equality amongst fund managers. The proportion of
women in senior positions in Swedfund’s portfolio has
shifted over the past three years, from 26 percent in
2020, 28 percent in 2021 and to 23 percent in 2022.
Financial institutions such as banks and microfinance

Proportion of women in senior management

Directors’ Report

institutions contribute a higher proportion of women
in senior positions, while the proportion of women

in senior positions is generally lower in the funds’
underlying companies and especially in the Energy &
Climate sector.

The total number of jobs in Swedfund’s portfolio
has risen over the past five years, and the number of
female employees has also increased and stabilised
during the past three years to between 33 and 35 per-
cent. In general, the proportion of female employees
is higher among Sustainable Enterprises, while large
financial institutions also offer many jobs for women.
As with the proportion of women in senior positions,

2020 - 148/209

26%

Proportion of women out of total number of employees

2020 - 135/209

35%

Proportion of women on boards

2020 - 142/209

14%

the proportion of female employees is lower in the
Energy & Climate sector, which is a growing sector in
Swedfund’s portfolio.

In order to achieve our goal, we will continue to
evaluate how our portfolio and all new investment
proposals contribute to gender equality and the
economic empowerment of women. For the new
investment proposals, improvement measures, or
opportunities, are identified with the aim of promot-
ing gender equality, which is included in the specific
Impact and ESG action plans (Impact/ESGAPs)
which are integrated into the agreements for the
new investments. In addition to this, during 2023, we

View of Addis Ababa, Ethiopia.

69

continued to offer the Women4Growth programme to
our portfolio companies and supported women with
leadership potential to take part in The Female Future
leadership programme in some African countries
during the year. Phase 2 of the collaboration with The
Kvinna till Kvinna Foundation has continued to raise
awareness on gender-based violence, and a hand-
book explaining how gender-based violence, sexual
exploitation, abuse and harassment can be prevented
was launched, together with a training course for fund
managers in Swedfund’s portfolio.
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oo Jobs
&R

TYPE OF GOAL
Other

GOALS AND DESCRIPTION
The majority of portfolio companies are
increasing the number of employees.

INDICATOR
Number of and growth in jobs in Swedfund'’s portfo-
lio and an estimate of the number of indirect jobs.

SDG

8.5 - By 2030, achieve full and productive

sl employment with decent working condi-
tions for all men and women, including
young persons and persons with disabilities.

Introduction

In order to achieve Swedfund’s overall goal of contrib-
uting to a reduction in poverty, we must contribute to
job creation. Creating jobs with good working condi-
tions requires long-term and sustainable investments
that contribute to responsible businesses. We are
monitoring the development in the number of direct
jobs in Swedfund’s portfolio, and aim to increase this
number over time in a majority of Swedfund’s invest-
ments. Our investments also help to create indirect
jobs, which is why we use a model (see the section on
indirect jobs) to calculate and monitor the number

of indirect jobs that our investments contribute to
through supply chains, increased consumption and
better access to finance and energy.

Results and analysis

DIRECT JOBS

Swedfund’s investments in portfolio companies and
funds, including their underlying holdings, contrib-
uted to approximately 338,000 jobs in 2022. This
again represents an increase over the previous year
(2021: 333,000), partly as a result of the fact that more

Directors’ Report

companies have reported data and that Swedfund’s
funds are growing by investing in new companies,
which in turn contributes to job creation. Of the total
number of employees in 2022, approximately 62
percent (approximately 209,000) were employees

of funds and their underlying holdings, 32 percent
(approximately 109,000) were employees of Swedfund’s
direct loan investments, primarily banks and financial
institutions, and six percent (20,000) were employees
of Swedfund’s direct equity investments. The adjacent
graph illustrates the investments that were part of the
portfolio at the end of each year, which means that the
difference in the number of employees between the two
years is partly affected by the fact that certain invest-
ments have either been added or exited.

An alternative way of analysing job creation within
Swedfund’s portfolio is to analyse comparable entities.
The graph to the right shows that there were 211 invest-
ments in Swedfund’s portfolio in both 2021 and 2022,
of which 169 have submitted reports for the respective
years. The majority (57 percent) of these comparable
entities in the portfolio recorded job growth in 2022
(30 percent of these also reported significant growth
with >50 more employees), while 30 percent recorded
adecrease. This meant that around 37,300 jobs were
added to Swedfund’s portfolio through the companies
which took on more employees, while around 15,800
jobs were lost through the companies which laid off
more staff than they recruited. The net increase in the
number of jobs for comparable entities between 2021
and 2022 amounted to approximately 21,500 jobs. This
net increase can primarily be attributed to develop-
ments in the underlying holdings of the funds, as well as
to positive growth in a number of financial institutions.

INDIRECT JOBS

Swedfund’s investments also contribute to indirect jobs
in Swedfund’s markets. To begin with, an investment in
aportfolio company can lead to an increase in demand
for subcontracted products and services, which in turn
contributes to the creation of more jobs. At the same
time, people with higher incomes generally consume
more goods and services, which in turn can help to
generate more jobs and higher incomes for people other

70

Change in number of employees (-/+) between 2021 and 2022

(comparable entities, sample 169/211 investments)

<-50 employees 22
-11to -50 employees 1

-1to -10 employees 18

Unchanged number 22
of employees

1t0 10 employees 20
11to 50 employees 25
>50 employees
Total number of employees (thousands)

2018 - 741177

51

196

2020 - 142/209

2021 - 203/252
2022 - 225/258

than those directly employed by a business. An invest-
ment which helps to improve access to finance and
energy can also facilitate the establishment and expan-
sion of businesses, which in turn leads to the creation of
more jobs and the reduction of poverty.

In order to calculate and report indirect effects on
job creation, EDFI has developed the Joint Impact
Model (JIM) as part of its harmonisation agenda.l The
pilot version of JIM was launched in 2020. Swedfund
took part in the development phase and tested the
pilot model using limited data from 2019 and, for
the first time, reported estimates of indirect jobs to
which Swedfund’s investments contributed in 2020.
According to JIM, Swedfund’s portfolio contributed
to a total of approximately 1,9 million indirect jobs in
20222, which is in line with previous estimates based
on various studies and models which indicate that one
direct job typically creates between five and seven indi-
rect jobs. As Swedfund’s portfolio in 2022 contributed
to approximately 338,000 (2021: 333,000) direct jobs,
it can be concluded that, on average, direct employ-
ment contributed to over five indirect jobs. The model
shows that the largest contributing factor to indirect
jobs was increased consumption due to wages spent,

253
333
338

around 683,000, followed by indirect jobs through
supply chains, around 468,000. The number of indirect
jobs through improved access to finance fell to around
428,000, while the number through increased access to
energy rose to around 352,000. These figures reflect the
development of Swedfund’s portfolio.

Total number of indirect jobs

Indirect jobs 2020 2021 2022

Through increased 345,000 417,000 683,000
consumption of
wages spent

Through supply 300,000 283,000 468,000
chains

Through better 640,000 650,000

access to finance 428,000
Through better 160,000 179,000 352,000
access to energy

Total 1,445,000 1,529,000 1,931,000

1 https://www.jointimpactmodel.org/

2 The results were calculated using the Joint Impact Model, a web-
based tool for impact investors in developing markets developed
by Steward Redqueen and coordinated with CDC, FMO, BIO,
Proparco, AfDB and FinDev Canada. The results were calculated
with the aid of User guide JIM 2.0. They are based on economic
modelling and do not represent actual figures, but are estimates
and should be interpreted as such.


https://www.swedfund.se/media/2753/swedfund_integrated-report_2023.pdf

Introduction to Swedfund
Voices in our world
How Swedfund creates value

Results and governance

Results from our portfolio

companies*

Grant-funded activity*

Swedfund’s results*
Financial statements
Notes

Corporate governance report

Signatures of the board

of directors

Audit report

Additional sustainability

information

GRI index

TCFD

Sustainability audit reports

* Directors’' Report pages 62-86

Download PDF &

62
78
82
88
94
126

134
135

138
143
146
147

Swedfund Integrated Report 2023

oo Tax
&R

TYPE OF GOAL
Other

GOALS AND DESCRIPTION
Increased tax revenues.

INDICATOR
Taxes and other similar items (corporation tax as

a minimum) translated into Swedish kronor (SEK).

SDG

E 8.3 - Promote development-oriented
|— policies that support productive activities,
decent job creation, entrepreneurship,
creativity and innovation, and encourage
the formalization and growth of micro-,
small- and medium-sized enterprises,
including through access to financial
services.

17.1 - Strengthen domestic resource

m mobilisation, partly through the provision
of international support to developing
countries, in order to boost domestic
capacity to raise taxes and other revenues.

Directors’ Report

Introduction

Tax is a key issue and an important indicator for
Swedfund. Profitable and growing companies gener-
ate tax revenues and jobs, giving the state more scope
to finance welfare measures and economic growth,
and contribute to reducing poverty. Prior to an invest-
ment, we also review the project and its structure
from a tax perspective.

Our main focus is on ensuring that taxation takes
place where value is created, i.e. in the country in
which we operate, and that the structure through
which we invest does not contribute to tax evasion.
For example Swedfund does not participate in in-
vestments through intermediate jurisdictions which
have not been deemed to comply sufficiently with
the requirements adopted by the OECD, or which are
included in the EU list of non-cooperative jurisdic-
tions for tax purposes. Parallel to this, we also work to
promote responsible management through a dialogue
and advocacy with other co-investors. We require our
portfolio companies to account for their tax circum-
stances, an aspect which we follow up annually. We
encourage our portfolio companies to adopt an active
approach to tax issues and to act responsibly regard-
ing taxes. As a relatively small investor, it is important
to strive to influence major players in this area and
increase the proportion of sustainable investment
amongst the world’s poorest countries.

Results and analysis

Swedfund has been collecting data on portfolio
companies’ taxes and reported taxes by country for
many years. For 2021, the data collection method was
altered and data on taxes is now obtained from annual
Sustainability Reports that the portfolio companies
submit to Swedfund annually, rather than annual
reports. This has helped to considerably increase

the amount of data available concerning taxes. In
connection with the change in data collection method,
the definition of the indicator has also been revised,

so that it is now harmonised with other development
finance institutions and includes taxes and other
similar items paid to authorities locally in the country.
The geographical distribution of taxes is based on the
most recent updated country list, which means that
geographical distribution is estimated, especially

for funds with investments in several countries. As a
result of these changes, only one comparative year is
reported for the tax indicator.

As the table shows, Swedfund’s portfolio companies
and the underlying holdings of the funds contributed
approximately SEK 18.2 billion in tax revenues during
2022. This corresponds to an increase of approxi-
mately 47 percent compared with 2021 (when the
amount was approximately SEK 12.4 billion). The
increase can be explained by a growing portfolio
with more investments, an increase in the number of
investments reporting taxes, and an actual increase
in reported taxes, particularly from the companies
that pay the most taxes. When making comparisons
between years, it should also be noted that differen-
ces may be linked to exchange rate fluctuations. The
general weakening of the Swedish krona had a positive
impact on reported tax for 2022, given that account-
ing currencies (local or USD) are translated into SEK
in order to produce a consolidated outcome. The
table also shows tax amounts by country for the ten
countries with the highest tax revenues from portfolio
companies. The total taxes are also presented by
region. In four countries - Kenya, Nigeria, India and
Tanzania - tax revenues accounted for more than 50
percent of total reported taxes. The investment in the
portfolio that paid the most tax contributed almost 20
percent of the total reported tax, while the ten largest
tax-paying investments accounted for approximately
65 percent. Viewed from a portfolio perspective,
financial institutions and co-investment facilities
account for the largest share of taxes paid, along with
some major underlying holdings in the fund portfolio.

n

Tax - countries with the largest tax revenues in
2022 (ten largest (MSEK))

Proportion

of portfolio
Country 2021 2022 2022 (%)
Kenya 2,813 3,343 18
Nigeria 1,363 2,804 15
India 1,282 2,218 12
Tanzania 434 1,494 8
South Africa 2,272 1,110 6
Georgia' 175 1,077 6
lvory Coast 289 752 4
Togo 320 665 4
Egypt 500 592 3
Algeria' 63 473 3
Other! 2,861 3,675 21
Total 12,372 18,203 100

1 Georgia and Algeria were not included in the top ten for 2021, but
comparative figures are reported separately. Ghana and Cambodia,
which were in the top ten in 2021, have now been included under
the 'Other’ category.

Share of total tax by region 2022

Africa 74%
® Asia 24%
Other 2%
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Sustainability

&3 Decent working conditions
7=
TYPE OF GOAL
Mission goal

GOALS AND DESCRIPTION

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

INDICATOR

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

SDG
I 8.7 - Take immediate and effective

i Y{ measures to eradicate forced labour, end
modern slavery and human trafficking and
secure the prohibition and elimination of
the worst forms of child labour, including
recruitment and use of child soldiers. End
child labour in all its forms by 2025.

Y 8.8 - Protect workers' rights and promote
a safe and secure working environment
for all workers, including labour migrants,
particularly female migrants and people in
insecure employment.

Directors’ Report

Introduction

The core of Swedfund’s mission, which is also part

of our public policy assignment, is to create jobs to
enable people to escape poverty. It is equally im-
portant that these jobs are linked to decent working
conditions. In conjunction with the initial analysis of
a prospective investment, an assessment is carried out
of the present situation and the scope to bring about
improvements. If Swedfund opts to proceed with an
investment, the requirements for improvements are
linked to the financial conditions for the disburse-
ment of funds for the portfolio company. We follow
up the improvement plans and work actively with our
investments. We operate in markets where working
conditions in accordance with our requirements are
far from clear. This makes our work particularly im-
portant. To support our portfolio companies, during
2023, we also launched a handbook on the implemen-
tation of decent working conditions, as well as a
handbook that explains how gender-based violence,
sexual exploitation, abuse and harassment can be
prevented. Both handbooks were launched along with
atraining course.

Results and analysis

To determine whether a portfolio company is com-
plying with the ILO’s Declaration on Fundamental
Principles and Rights at Work, an assessment is made
of whether the company is complying with the follow-
ing fundamental Conventions:

» Freedom of Association and Protection of the
Right to Organise, ILO 87, 98.

» Abolition of Forced Labour, ILO 29, 105.

¢ Equal Remuneration, ILO 100.

* Discrimination in Employment, ILO 111.

e Minimum Age for Admission to Employment
and Work, ILO 138,182.

¢ Occupational Safety and Health and the
Working Environment, ILO 155.

Swedfund’s ongoing efforts also encompass monitor-
ing of the trend in ILO’s basic working conditions:

* Hours of Work and Overtime, ILO 1.

e Minimum Wage, ILO 26,131.

Read more about how we work in practical terms
during the investment process on pages 50-53.

ACTIVE OWNERSHIP PHASE 1 - INVESTMENTS
HELD FOR THREE YEARS OR LESS

The graph below shows that 90 percent of port-

folio companies held for less than three years were
considered to act in a manner consistent with the
ILO’s fundamental Conventions in 2022. Two
portfolio companies, equivalent to ten percent, are
considered to largely act consistently with the ILO’s
Declaration on Fundamental Principles and Rights
at Work, but some deficiencies have been identified
and action plans to correct these deficiencies has
been established. These results are in line with last
year. Swedfund can invest in companies which do not
meet all our requirements from the outset, and a key
aspect of our advocacy work is to improve the work
of the companies relating to sustainability, including
working conditions, ideally within three years from
the date of investment.

I

ACTIVE OWNERSHIP PHASE, PART 2 - INVEST-
MENTS HELD FOR MORE THAN THREE YEARS

Of the portfolio companies which were in the category
of investments held for longer than three years

in 2022, Swedfund estimates, on the basis of the
reported data, that 97 percent of the holdings fulfil the
requirement regarding acting in a manner consistent
with the ILO’s Declaration on Fundamental Principles
and Rights at Work. Swedfund’s requirements in
connection with new investments and advocacy

have led to a gradual improvement in the financial
performance of the portfolio companies. One of the
companies did not submit a report, as it concerned a
loan that was repaid in early 2023.

EXIT PHASE

The number of investments identified as being in the
process of being exited amounted to eleven at the end
of 2022. Based on reported data, Swedfund estimates
that 63 percent of holdings in the exit phase act
consistently with the ILO Core Conventions. Three
portfolio companies, corresponding to 37 percent

of the portfolio companies in this category, have

not submitted Sustainability Reports. These three
companies either have no operations or constitute
investments approved before 2013. In these cases,
Swedfund has little or no scope under contract law to
demand reporting. The absence of any scope to pursue
active ownership may be one reason why an invest-
ment is included in the exit list. Within this ownership
phase, Swedfund’s view is that all holdings for which
responses from status reports are available fulfil the
requirements in full.
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o0 Environment and social
> management system

TYPE OF GOAL
Other

GOALS AND DESCRIPTION

Management systems for environmental and
social issues must be implemented in all of the
company's investments no later than three years
from the date of the investment.

INDICATOR
Proportion of investments that have implemented
environmental and social management systems.

SDG

‘:'- 10.3 - Ensure equal opportunity and reduce

inequalities of outcome, including by elim-
inating discriminatory laws, policies and
practices and promoting appropriate legis-
lation, policies and action in this regard.

F??:», 12.2 - By 2030, achieve sustainable
et ]
R management and the efficient use of

natural resources.

12.6 - Encourage companies, particularly
large and multinational companies, to
implement sustainable practices and
integrate sustainability information into
their reporting cycle.

Introduction

In order for Swedfund to contribute to the creation
of businesses that are sustainable in the long term,
we have been imposing a requirement on our port-
folio companies for a number of years now which
requires them to have management systems in place
for environmental and social issues. It is of great
importance to us that these systems are implemented
and that the companies have an active approach to
these issues. Read about what we did to support the

Directors’ Report

implementation of social and environmental issues in
our portfolio in 2023 on page 80.

Results and analysis

PROPORTION OF INVESTMENTS THAT HAVE

IMPLEMENTED ENVIRONMENTAL AND SOCIAL

MANAGEMENT SYSTEMS

In order to determine whether a portfolio company

has implemented a management system, we evaluate

whether it contains the components that are relevant
in accordance with IFC Performance Standards:

« Sustainability policy — A sustainability policy must
be established and adopted by the management of
the portfolio companies.

« Identification of risks and impacts — A system/
procedure must be established in order to identify
sustainability risks and the areas that are affected.

¢ Performance management — The enterprise’s results
within identified risks and impact areas must be
continually monitored and evaluated in order to
monitor and improve results over time.

* Responsibility and competence - A member of the
company’s management team must have overall
responsibility for sustainable development issues.

¢ Emergency preparedness — In the case of fixed in-
stallations, action plans must have been established
for accidents and disaster situations.

« Reporting - Reporting must take place regularly and
at least annually both to the management and to the
board of directors of the portfolio company, as well
as to Swedfund.

« Stakeholders - Internal and external stakeholders
must be identified and consulted in situations which
affect them and be given relevant information at
appropriate times and intervals.

ACTIVE OWNERSHIP PHASE, PART 1 -
INVESTMENTS HELD FOR THREE YEARS OR LESS
The graph below shows that 76 percent of portfolio
companies held for less than three years are judged
to meet the requirements for a management system
concerning sustainability issues. Twenty four
percent of the portfolio companies, corresponding
to five companies, meet the requirements in part.

Some deficiencies in their management systems for
environmental and social issues have been identified
during due diligence, and the companies are working
on improvement measures in accordance with ESGAP.
No company reported that they have no management
system for environmental and social issues. This
represents a lower level compared with last year’s out-
come, when 85 percent of the companies were deemed
to meet the requirements in full and ten percent in
part. Swedfund can invest in companies which do not
meet all our requirements from the outset, and a key
aspect of our advocacy work is to improve the work of
the companies relating to sustainability, ideally within
three years from the date of investment.

ACTIVE OWNERSHIP PHASE, PART 2 - INVEST-
MENTS HELD FOR MORE THAN THREE YEARS

For the portfolio companies which were in the cate-
gory of investments held for more than three years in
2022, 93 percent were judged to meet the require-
ments in their entirety. Only one company reported
that they meet the requirements in part. Swedfund
has made an additional investment in this company

74

and the company is working on improvement meas-
ures. Swedfund’s requirements in connection with
new investments and advocacy have led to a gradual
improvement in the financial performance of the
portfolio companies, although there is still a need to
support the implementation of management systems
for social and environmental issues during this own-
ership phase. One of the companies has not reported.

EXIT PHASE

Eight portfolio companies were in the process of being
exited at the end of 2022. Of these holdings, five port-
folio companies have submitted information. All five
are judged to have a functioning management system
as regards sustainability issues. However, no informa-
tion is available for three portfolio companies which
failed to submit Sustainability Reports. These three
companies either have no operations or the invest-
ment was made before 2013. In these cases, Swedfund
has little or no scope under contract law to demand
reporting. The absence of any scope to pursue active
ownership may be one reason why an investment is
included in the exit list.

Existence of management system for sustainability issues 2018-2022

(%, per phase in the investment process)

Active ownership
phase 1
Investments held
for <3 years

Active ownership
phase 2
Investments held
for >3 years

@ s
Exit phase 38 -

36

Compliant I Partly Compliant

WG 5 5 2018-19 investments
o INE 2019 - 25 investments
S 4 2020- 24 investments
IG5 2021 20 investments

3 _ 2022 - 21 investments

86 14 2018 - 22 investments
nla 25 2019- 24 investments
&1 4 9 2020- 23 investments

2B 2021 - 24 investments

B35  2022- 29 investments

sa B 31 201815 investments

50 2019 - 12 investments

54 2020 - 13 investments

64 2021 - 11 investments
63 37 2022 - 8 investments

Non Compliant No data
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500 Mar.lagement system for
4> anti-corruption

TYPE OF GOAL
Other

GOALS AND DESCRIPTION

Management systems for corruption issues
must be implemented by all of the company's
investments no later than three years from
the date of investment.

INDICATOR
Proportion of investments that have implemented

a management system for corruption issues.

SDG

16.5 - Significantly reduce all forms of
corruption and bribery.

Introduction

In order for Swedfund to contribute to long-term
sustainable enterprises, we have been imposing a re-
quirement on our portfolio companies for a number of
years now that they must have management systems
in place for anti-corruption issues. It is of great impor-
tance to us that the system is implemented and that
the companies have an active approach to these issues.
Read more about how we developed our work relating
to anti-corruption and business integrity during 2023
to improve our ability to set requirements and better
support the portfolio companies on page 142.

Directors’ Report

Results and analysis
PROPORTION OF INVESTMENTS THAT HAVE
IMPLEMENTED A MANAGEMENT SYSTEM FOR
CORRUPTION ISSUES
The incidence and risk of corruption is high in the
markets in which Swedfund operates. We have an
active approach to ensuring that our portfolio compa-
nies have the necessary processes and competence in
place to work preventively on corruption issues and
to act if necessary. However, we can never guarantee
that individuals do not sometimes make the wrong
decisions or that corruption does not occur. To
determine whether a portfolio company meets the re-
quirements which we stipulate in our anti-corruption
policy, Swedfund monitors whether the portfolio
company has implemented a management system for
anti-corruption issues and, if so, whether it includes
the relevant components:
» Anti-corruption policy - A policy must be
established as a starting point for the
management system for anti-corruption issues.
* Responsibility - Responsible person at
management level.
* Systems - Processes or controls to detect the
existence of corruption.
¢ Competence - Identification and training
of key personnel (those most exposed to the
risk of corruption).
« Information — Regular reporting must take place.

ACTIVE OWNERSHIP PHASE 1 - INVESTMENTS HELD
FOR THREE YEARS OR LESS

Sixty two percent of the portfolio companies held

for less than three years reported and were judged

to meet the requirements for an anti-corruption
management system. Thirty eight percent, corre-
sponding to eight companies, are deemed to meet the
requirements in part. Contracted action plans have
been agreed for the companies that partially meet our
requirements. No company reported that they have
no management system for anti-corruption. This
represents a slightly lower level compared with last
year’s outcome, when 70 percent of the companies

were judged to meet the requirements in full and 25
percent in part. This outcome was expected because
Swedfund can invest in companies which do not meet
all our requirements from the outset, and a key aspect
of our advocacy work is to improve the work of the
companies relating to sustainability, ideally within
three years from the date of investment.

ACTIVE OWNERSHIP PHASE 2 - INVESTMENTS
HELD FOR MORE THAN THREE YEARS

Among the portfolio companies which were in the
category of investments held for more than three
years in 2022, 83 percent reported and were deemed
to meet Swedfund’s requirements in their entirety.
Fourteen percent, corresponding to four companies,
reported that they meet the requirements in part.
Three of these companies are older holdings, which
met the previous requirements set by Swedfund,
but not the more stringent requirements that are
imposed today. One of the companies is working on
improvement measures. One of the companies has

75

not reported. Swedfund’s requirements in connection
with new investments and advocacy have led to a
gradual improvement in the financial performance of
the portfolio companies, although there is also a need
to impose requirements and support the implemen-
tation of management systems for anti-corruption
during this ownership phase.

EXIT PHASE

Eight portfolio companies were in the process of being
exited at the end of 2022. Five of these portfolio com-
panies have submitted reports and were considered
to have an adequate management system for anti-
corruption. Three companies failed to submit reports
for 2022. These three companies either have no
operations or the investment was made before 2013.
In these cases, Swedfund has little or no scope under
contract law to demand reporting. The absence of any
scope to pursue active ownership may be one reason
why an investment is included in the exit list.

Existence of management system for anti-corruption issues 2018-2022

(%, per phase in the investment process)

Active ownership
phase 1
Investments held
for <3 years

Active ownership
phase 2
Investments held
for >3 years

2018 - 19 investments
2019 - 25 investments
2020 - 24 investments
2021 - 20 investments

c2 IR 2022 -2tinvestments
Bl 9 18 2018 - 22 investments

67 - 29 2019 - 24 investments
o1 4 9 2020 - 23 investments

o I 2021 - 24 investments

Nl 3 2022- 29 investments

=1
o
& ® w

s A 38 201813 investments

@[ 78
Exit phase ECI )
a [T

Compliant I Partly Compliant

50 2019 - 12 investments

54 2020 -13 investments

64 2021 - 11 investments
63 37 2022 -8investments

Non Compliant No data
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Financial viability

Economically sustainable
Q= investments

TYPE OF GOAL
Mission goal

GOALS AND DESCRIPTION

Investments must be financially viable.
Mobilise at least 30 percent in private capital
in investments that are made.

INDICATOR

Turnover and profit shall increase in at least

60 percent of the company'’s investments during
the holding period, with a base year corre-
sponding to the investment year.

Proportion of funds in the portfolio with
a positive IRR.

Mobilise at least 30 percent in private capital
in investments that are made.

SDG
8 - Promote inclusive and long-term
(LM sustainable economic growth, full and
productive employment with decent
working conditions for all.

Introduction

Our portfolio companies must grow and achieve
profitability if the development effects we help to
create are to remain in place in the longer term. Cap-
ital mobilisation means that Development Finance
Institutions act catalytically through our invested
capital enabling co-investment with private capital.
Swedfund and other development finance institutions
can act as a bridge to private capital and, thanks to
their many years of experience of investing in devel-
oping countries and proven business models with an
emphasis on sustainability and societal development
effects, are well placed to act catalytically.

Results and analysis

TURNOVER AND PROFITABILITY MUST

INCREASE IN AT LEAST 60 PERCENT OF

THE COMPANY'S INVESTMENTS

The graph below shows the percentage of hold-

ings that met the above mission goal for all direct
investments that Swedfund had at the end of each of
the years 2018-2022. Indirect investments via funds
are excluded, but these are reported in the separate
follow-up below.

The outcome is binary, i.e. companies have either
grown in terms of both turnover and profit or not
grown at all, which facilitates comparability between
companies of different sizes and maturity.

During 2022, the total sample fell to 24 holdings
(down from 27 holdings in 2021). This is explained by
the continuation in the trend for there to be more old-
er direct investments being exited than there are new
additions to the portfolio holding in this category. The
component of the portfolio which grew was instead
indirect investments through funds.

In 2022, 67 percent of Swedfund’s direct holdings
reported an increase in both turnover and profit in
relation to the investment year, while 29 percent
reported a decrease in one or both parameters. The
proportion of investments that have met the target is
thus slightly above the established target level, and the
portfolio as a whole shows relatively strong financial
viability, even though many holdings have been both
directly and indirectly affected by higher inflation and
global uncertainty. The longer-term trend witnessed
over the past five-year period also shows a positive
development, with a rising proportion of the active
portfolio showing growth in both turnover and profit.
Furthermore, it is apparent that the data coverage has
been improved in the sample, as only one company in
the portfolio has no provision for KPI monitoring, as a
result of its non-operational status.

Within the group that meets the objective of
Financial viability are companies which are active in
different sectors and regions, as well as companies of
different sizes, with a common denominator being
that the majority of holdings have been operating for
along time. Within the group that does not yet meet
the target, there are more enterprises that are at an
early stage in their life-cycle and where a growing
business normally generates growth in turnover but
still records a deficit.

76

The pace of financial development varies consider-
ably between direct investments, depending on
various factors, including the development phase,
local market conditions and the sector. Volatility in
the markets in which Swedfund operates is generally
greater than in more developed economies.

PROPORTION OF FUNDS WITH A POSITIVE IRR

The graph on the following page presents a summary
of the proportion of Swedfund’s active fund portfolio
that has a current return in excess of three percent
and a return between zero and three percent, and the
proportion of the fund portfolio that has a negative
return. The return is calculated as net IRR, i.e. accu-
mulated average annual return per investment where
realised and unrealised changes in value are compared
with the amount actually invested. The fact that a
majority of fund holdings can report a positive return
over time is an important indicator that the invest-
ments are economically viable and that the funds’ un-
derlying holdings are showing financial viability. IRR
figures are based on the latest valuation of the funds
as of 31 December 2023, which means that they are
not reported with the same lag as the majority of the
other performance indicators. The sample includes 29
funds, which includes all active funds where the first
payment was made no later than in 2022.

Proportion of investments reporting increased turnover and profit

with the investment year as the base year

2018 - 22/29
2019 - 27/32
2020 - 24/29
2021-23/21
2022 - 23/24

Yes M No No data

4
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The proportion of funds with a positive return
amounts to just over half of the portfolio, of which 38
percent of the holdings show a return > three percent
IRR, and 14 percent of the holdings have a return
between zero and one percent IRR. The correspond-
ing 48 percent of the holdings show a negative return
expressed in terms of IRR.

Swedfund’s fund portfolio is relatively young, with
eight out of 29 funds in the sample contracted during
the past three years. Of these younger funds, only one
in eight funds showed a positive return at the end of
2023. For funds older than three years, 14 out of a total
of 21 funds in the sample show a positive return. The
fact that the active fund portfolio contains a relatively
high number of younger funds is one explanation
why the proportion of holdings with a negative IRR is
equal to the proportion with a positive IRR. A typical
PE fund will normally need a certain number of years
of investment and work on its underlying holdings
before any growth in value can be demonstrated. The
indicator should therefore be monitored over an ex-
tended period of time in order to evaluate how a more
mature portfolio will develop over time.

CAPITAL MOBILISATION

Swedfund’s special public policy assignment includes
mobilising at least 30 percent in private capital within
the investments we make.

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

Directors’ Report

VOLUME OF MOBILISED CAPITAL

The mission goal is monitored using 2020 as the base
year, and estimated mobilised capital is based on
contracted investments during the year, which means
that the goal is reported without a lag, unlike most
other indicators for the portfolio companies. During
2023, Swedfund is estimated to have contributed
private capital mobilisation corresponding to 39
percent of the total contracted value during the year,
which is at a significantly higher level compared with
the past two years. By comparison, the corresponding
figure for both 2021 and 2022 was 20 percent. Private
mobilised capital in 2023 is primarily attributable

to a number of fund investments, with Amethis III,
Apis Growth Markets Fund III and South Asia Growth
Fund III contributing the most.

Calculated mobilised private capital for 2023 ex-
ceeds the target level of 30 percent of the contracted
amount. In connection with the follow-up of the
entire 2020-2023 period, the proportion of mobilised
capital amounts to 30 percent, which is in line with
the mission goal’s target level. Greater uncertainty
and risks in the global economy have generally had a
negative impact on direct foreign investment, espe-
cially in sub-Saharan Africa, which is making it more
challenging to mobilise private capital. Through the
investments which were contracted in recent years,
Swedfund has helped to attract more private investors
and capital in the longer term.

Proportion of investments with a positive IRR (net)

>3%

<0%

Philip Ochieng Osewe
owns three pharmacies
outside Nairobi, Kenya.

7
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Grant-funded activity

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

Swedfund's Project Accelerator

Swedfund’s Project Accelerator is a vital tool in the
efforts being made to implement Agenda 2030. The
initiative aims to support public sector project owners
incountries receiving aid, so that more renewable
energy, green infrastructure and sustainable transport
projects can be developed and realised. The Project
Accelerator acts as a bridge to Swedfund’s invest-
ment activities, not least in the field of energy. The
operation is also a concrete example of how synergies
between trade and development cooperation can be
utilised and developed.

The need for the Project Accelerator is linked not
only to the fact that too few investable projects are be-
ing developed, but also to the fact that sustainability
aspects are often not taken into account to the desired
extent in the projects that are developed, procured
and implemented.

Swedfund’s financing is intended to strengthen the
capacity for project development and sustainable pro-
curement. In this way, the Project Accelerator helps
to ensure that project owners do not commit to costly
solutions and technologies that are unsustainable in

the long term, and helps to boost business opportunities
for enterprises that offer sustainable and long-term
profitable solutions.

The Project Accelerator has been in use since
autumn 2016 and is funded through annual appropria-
tions. The appropriations for 2023 primarily originate
from expense area 7 (International development
cooperation) and a smaller amount from expense
area 24 (Business). In 2023, the Project Accelerator
received a total of MSEK 170 from expense area 7.

Of this amount, MSEK 50 was specifically intended
for initiatives in Ukraine. From expense area 24, the
Project Accelerator had already received MSEK 10
for the 2022-2023 period. The funding that has been
awarded includes management costs. During autumn
2023, two new employees were recruited to manage
the expanded mission and growing project portfolio.

A total of 84 initiatives have been instigated since
2016, 23 of which were initiated in 2023; a number
have been concluded, while the others are in different
phases of engagement and activity. Projects are usu-
ally preceded by a comprehensive anchoring process
before a decision is taken concerning the initiative.

The project itself is then carried out for about a year,
depending on the procurement process and the scope
of the initiative. The immediate result of the work is
normally a decision-making basis, which in turn forms
the basis for the procurement of a sustainable solution
to meet the needs of the country concerned. The tim-
ing of the realisation of the procurement will depend
on the national and local circumstances of the project
owner, particularly its financial circumstances.
During 2023, operations could largely be carried
out without the significant challenges created by the
Covid-19 epidemic. However, the war in Ukraine and
the economic impacts at macroeconomic level have
been felt in many of the countries in which the Project
Accelerator operates. Many countries are experienc-
ing fiscal problems as a result of high inflation and
higher interest rates, making it difficult for them to
manage their debt situation. In the long run, this will
also reduce the scope for investment. As a result, the
Project Accelerator’s cooperation with various devel-
opment banks became increasingly pivotal in 2023,
as demand for soft financing increased.

8

SWEDFUND PROJECT ACCELERATOR,
GENERAL STATUS

Aggregate Number
Total proposals received 473
Approved measures 84
Ongoing 57
Concluded initiatives 27

During 2023, new initiatives began in the following
countries: Ivory Coast, Philippines, Malawi, Malaysia,
Mozambique, Nigeria, Rwanda, Senegal, Tanzania,
Thailand and Ukraine.

Since 2016, the Project Accelerator has also insti-
gated initiatives in the following countries: Albania,
Angola, Bolivia, Brazil, Burkina Faso, Colombia,
Egypt, Eswatini, Philippines, Georgia, Indonesia,
Kenya, Democratic Republic of Congo, Laos, Lesotho,
Namibia, Rwanda, Senegal, Tanzania, Thailand,
Uganda, Zambia and regional initiatives in southern
Africa. The projects are being carried out within
the transport, energy, water and sewage, forest and
healthcare sectors.


https://www.swedfund.se/media/2753/swedfund_integrated-report_2023.pdf

-

Introduction to Swedfund
Voices in our world
How Swedfund creates value

Results and governance

Results from our portfolio

companies*

Grant-funded activity*

Swedfund’s results*
Financial statements
Notes

Corporate governance report

Signatures of the board

of directors

Audit report

Additional sustainability

information

GRI index

TCFD

Sustainability audit reports

* Directors’' Report pages 62-86

Download PDF &

62
78
82
88
94
126

134
135

138
143
146
147

Swedfund Integrated Report 2023

Directors’ Report

Swedpartnership

During 2019, Swedfund requested a new organisational
domicile for Swedpartnership. The matter was the
subject of a consultation round in 2020 and prepara-
tions are currently underway within the Government
Offices of Sweden.

Swedpartnership’s operations have focussed on pro-
viding start-up aid in the form of soft loans to Swedish
small and medium enterprises relating to initiatives
in developing countries. This aid has primarily been
intended for skills transfer and investment in machin-
ery and equipment.

There have been no outstanding soft loans in
Swedpartnership since the start of 2023 and no new
grants have been awarded for the current year. Soft
loans disbursed during 2022 concern contracted
commitments financed through appropriations up to

and including 2020.
Soft loans disbursed
during the year

Region (MSEK) 2022 2023
Africa 11 -
Asia 2.6 -
Latin America 0 -
Eastern Europe 0.5 -
Total 4.2 -
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Funds for Technical Assistance (TA)

Technical assistance funds are used to strengthen
Swedfund’s investments in all three pillars - impact
on society, sustainability and financial viability -
concerning development effects, gender equality and
sustainability, including the environment and climate,
decent working conditions, business ethics and
anti-corruption. TA funds may be used in any country
in which Swedfund operates, in accordance with the
annual letter of allocation.

For 2023, Swedfund has been allocated MSEK 15.0
for Technical Assistance, of which MSEK 1.5 is allo-
cated to administration of the operation. In addition
to the abovementioned funding, Swedfund has during
2023 also reallocated funds from completed projects
for new TA projects. A total of 18 decisions to fund
projects with a combined value of MSEK 16.4 were
made in 2023. MSEK 1.5 was used for administration
purposes during 2023.

Directors’ Report

TA initiatives - approved 2023
Women4Growth

80

Description
Additional funding for activities for the ongoing Women4Growth programme with the aim of boosting women'’s empowerment.

Climate initiatives

Framework project for the implementation of models for estimating greenhouse gas emissions and in order to enhance the
ability of portfolio companies to identify and manage climate-related risks and opportunities.

Capacity-enhancing initiatives within E&S,
human rights and gender equality

Activity with the aim of developing a fund manager’s environmental and social management system and strengthening the
fund'’s processes and working methods within the areas of human rights, gender and climate with regard to the high-risk
context of the area.

Initiative within human rights

Initiative relating to human rights for two portfolio companies in fragile states/conflict areas and for an evaluation of the
companies' processes and working methods relating to human rights.

Model for measuring development effects

Additional funding for an ongoing project for the development of a standardised Impact Measurement and Management
System (IMMS) offering for Swedfund's portfolio companies.

Initiative within human rights

Activity aimed at supporting basic humanitarian needs brought about by extraordinary circumstances in Ethiopia.

Certification of consumer protection principles

Support for a financial institution in Asia in the area of consumer protection for capacity-building and alignment with
Customer Protection Principles (CPP) standards.

Initiative to improve working, health and
safety conditions

Evaluation of the operational activities of fund managers' underlying companies in Sierra Leone for the follow-up of reported
incidents, as well as a review and assessment of local working conditions.

Environmental and social management system

Additional funding for projects in Asia aimed at strengthening and further developing a fund company'’s environmental and
social management system.

Preventive initiative in the field of business ethics

Project which aims to strengthen a fund management company's capacity and working methods in order to identify, mitigate
and respond to corruption risks in the fund’s portfolio companies.

Study in the Food Systems sector

Initiative with the aim of conducting a study of the value chains of two potential investments in the Food Systems sector in
West Africa in order to bring about improvements in the companies' environmental and social management systems and
management of human rights risks.

Study of major financial institutions

Additional funding for a study of the development effects of major commercial banks with the aim of contributing to a deeper
insight and strengthening the portfolio companies' knowledge development and understanding of the effects to which their
operations and financial services contribute.

Study in the Food Systems sector

Additional funding for a project with the principal aim of conducting a study in the Food Systems sector in West Africa.

Initiative with the theme of improved
working conditions

Support for a fund’s underlying companies for the implementation of training initiatives to improve the work environment,
strengthen employment conditions and through opportunities for leadership development, including greater gender equality,
based on the participation of female representatives.

Study in the field of infrastructure

Implementation of a study to deepen the understanding of the development effects and social and environmental impacts of
infrastructure projects. The initiative is expected to contribute to the strategic development of fund companies and ensure
that investments in roads make an effective contribution to sustainable development.

Gender equality in the financial sector

Implementation of in-person training sessions/workshops to support fund managers and financial institutions in their
work to strengthen the implementation of a gender equality perspective within the companies' own organisations and
investment processes.

Preventive initiative within gender equality

Initiative to develop a financial institution’s preventive work and management of gender-based discrimination, violence, sexual
exploitation, abuse and harassment, and to promote women'’s empowerment and gender equality within the enterprise.

Gender equality in the financial sector

Additional funding for a project to support fund managers and financial institutions in their efforts to ensure the
implementation of a gender equality perspective.
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Swedfund'’s results

Swedfund is Sweden’s development finance institution for sustainable investments in the world's poorest
countries. Swedfund is a wholly state owned company and is administered by the Swedish Ministry of
Finance. The operation is financed through capital injections from the owner, along with reflows generated
from the investment portfolio. Swedfund invests in shares and loan instruments, either directly in companies
and financial institutions or indirectly through funds. This section presents Swedfund's results and financial
position for the 2023 financial year, together with a follow-up of the financial goals defined by the owners.

Investment activities

PORTFOLIO

During the financial year, the efforts being made to
develop and alter the composition of the portfolio
continued in line with Swedfund’s strategy to invest in
the four sectors: Energy & Climate, Financial Inclu-
sion, Sustainable Enterprises and Food System:s.

During 2023, Swedfund contracted fourteen (14)
agreements, of which twelve (12) were new portfolio
holdings and two (2) were additional investments in
existing portfolio companies. The total contracted
value of all contracted investments during the year
corresponds to just over SEK 2,500 million, split
between nine equity investments (of which eight were
through funds) and five loan investments (of which
two through funds). The contracted investments
during 2023 are described below under the respective
sections for each sector.

In addition to contracted investments, decisions
were made during the year regarding the equivalent of
an additional MSEK 575 in four direct loan invest-
ments and one equity investment through a PE fund.
For approved investments, contract negotiations are
under way, with contracting expected during the first
half of 2024.

During the year, a total of three portfolio hold-
ings were fully concluded, all loan investments, of
which two were direct loans and one a credit fund.

In addition to the fully exited holdings, two loans
in co-financing facilities were also repaid in full.
Capital gains during 2023 from the sale of shares and
participations amounted to MSEK 56.1 (82.0), with
the capital gain for the year being attributable in its
entirety to partial sales in a number of mutual funds.
The book value of Swedfund’s portfolio of shares,
fund units and loans amounted to MSEK 4,990 (4,121)
as of 31 December 2023. At the end of the period,
unrealised surplus values of shares and fund units
also amounted to MSEK 591 (740), measured at fair
value. Together with contractually agreed, but as yet
unpaid, commitments of MSEK 4,492 (8,574), the
total value of the portfolio at the end of the financial
year amounted to MSEK 10,073 (8,435). The change
in value of the portfolio during 2023 was primarily
attributable to new contracted investment volumes
that are significantly higher than the value of the port-
folio holdings which were concluded during the year.
During 2023, the value of the portfolio in SEK was
also negatively affected by currency translation, as the
Swedish krona strengthened noticeably during the
latter part of the year against both the USD and EUR,
which are the dominant transaction currencies in
Swedfund’s investment portfolio. The estimated im-
pact on the portfolio value from currency translation
during 2023 is approximately MSEK -400 relative to
the value at the start of the year.

The return on the investment portfolio expressed in
terms of IRR fell slightly during 2023 and is expected
to amount to 4.6% at the year-end, compared with
5.1% at the start of the year. IRR is calculated in USD,
which is the main transaction currency, and concerns
the total portfolio, with the 2013 investment year as
the base year. Changes in the fair value of shares and
participations, primarily in the Energy & Climate
sector, had a negative impact on IRR during the year,
while growth in operating income from net interest
income and dividends contributed to a continued sta-
ble level of return for the portfolio as a whole. Rising
market interest rates generally had a negative impact
on valuations of shares and participations in 2023,
while a majority of the loan portfolio, with variable
interest rates, benefited from higher interest rates.

INVESTMENTS

Energy & Climate sector

During 2023, Swedfund continued to invest in the
Energy & Climate sector based on the strategic
decision to invest exclusively in renewable energy
sources. The availability of cost-effective, reliable and
sustainable energy is one of the UN’s global goals for
sustainable development. The technical prerequisites
for energy supply through renewable sources are
often very good in developing countries, yet many
energy projects cannot be implemented due to a

82

lack of knowledge or funding. The Energy & Climate
sector’s share of the contracted value of the total
portfolio increased during the year and amounted

to 38% as of 31 December. During 2023, seven (7)
investments were contracted in the Energy & Climate
sector. These are presented below:

¢ During the first quarter, an indirect equity invest-
ment was contracted through a commitment of up
to MUSD 25 in the first closing of the Evolution III
fund. Evolution III is a PE fund with a broad focus
on investments in renewable energy and energy
efficiency, with a particular focus on a number of
countries in sub-Saharan Africa. Swedfund has also
invested in the fund manager’s previous Evolution
11 fund.

During the first quarter, Swedfund contracted a loan
to the Mirova Gigaton Fund of up to USD 30 million.
The Mirova Gigaton Fund focuses on debt financing
for projects that develop and invest in solar energy

solutions outside the major power grids, known

as ‘off-grid solutions’. The fund has a broad
geographical mandate, but is primarily aimed at
countries in sub-Saharan Africa, Southeast Asia
and to a lesser extent in Latin America. Swedfund
already has an investment in the portfolio with the
same manager through a loan to the Solar Energy
Transformation Fund.
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¢ Anindirect equity investment of up to MUSD 10
through the E3 Low Carbon Economy Fund I (E3)
was contracted during in the second quarter. E3 is
an equity fund focused on investments in renewable
energy, climate and digitalisation in developing
countries in sub-Saharan Africa. The fund’s strategy
is to invest small amounts, primarily in relatively
new enterprises.

A new indirect equity investment of up to MUSD 25
through the South Asia Growth Fund III (SAGF III)
was contracted during the second quarter. The fund

builds on the strategy of previous funds (where
Swedfund also invested in the manager’s other fund,
South Asia Growth Fund II), which entails a broad
focus on a number of sub-sectors, including energy
efficiency, mobile and digital solutions, recycling,
water and sanitation. The geographical focus of the
investments in SAGF III is predominantly India.
An additional investment of up to MUSD 1in the
existing portfolio company d.light was contracted
during the fourth quarter. d.light operates in Africa
and India and offers, among other things, solar pan-

els for off-grid energy supply in rural areas, where
there is often no connection to the main electricity
grid. Swedfund has been a shareholder in d.light
since 2018 and the current additional investment is
in the form of a convertible loan.

Swedfund has invested an additional MUSD 5
through equity in the existing portfolio company

Husk Power Systems (Husk), which was contracted
during the fourth quarter. Husk designs, builds,
owns and operates solar-based microgrids in India
and Nigeria. Swedfund’s additional investment will
be used for the continuing establishment of micro-
grids which improve access to clean, affordable
and reliable energy in rural and semi-urban areas.
Swedfund has invested in Husk as a shareholder
since 2017.

During the fourth quarter, an additional indirect
equity investment was contracted through a com-
mitment of up to MUSD 12 in the Southeast Asia
Clean Energy Fund IT (SEACEF II). SEACEF Il is
a PE fund that invests in early-stage enterprises

and projects in renewable energy, energy efficiency

Directors’ Report

and e-mobility. The fund is focused on countries in
Southeast Asia, primarily Indonesia, Vietnam and
the Philippines, and the investments are expected to
contribute to climate change adaptation in a region
characterised by high emissions from its largely
fossil energy production.

Financial Inclusion sector

In developing countries, small and medium enterprises
(SMEs) are responsible for the majority of jobs and
are thus a driving factor in the economic and social
development of the countries concerned. A shortage
of funding is one of the most limiting factors as
regards the ability of these SMEs to grow. Swedfund’s
investments in Financial Inclusion can be made in
regulated banks and microfinance institutions, which
is an effective way of reaching out on a broader and
more effective front, as well as indirectly through
credit funds. At the end of 2023, the sector’s share of
Swedfund’s total investment portfolio amounted to
33%. During 2023, two (2) investments were contracted
in the Financial Inclusion sector:

 During the first quarter of 2023, aloan of up to
MUSD 25 was contracted with Vietnam Joint Stock
Commercial Bank (VP Bank). Swedfund’s loan to VP
Bank gives the bank access to supplementary long-
term financing, which is expected to support growth
in the private sector, especially for SMEs. The loan is
part of a syndicate with other development finance
institutions led by the International Finance Corpo-
ration (IFC) and is Swedfund’s first direct invest-
ment in the financial sector in Vietnam.

At the end of the fourth quarter, an indirect loan
investment was contracted through a commitment
of up to MUSD 15 in African Rivers Fund IV (ARF
IV). Swedfund has invested as a shareholder in

the manager’s previous fund, African Rivers Fund
II1, and the commitment in countries such as the
Democratic Republic of Congo, Uganda, Angola and
Zambia is being expanded through the investment
in ARF IV. ARF IV is a credit fund that has a broad
and general focus on a range of industries. The fund
is helping to improve access to finance for SMEs in
challenging markets where there is strong demand
for growth capital.

Sustainable Enterprises sector

Strengthening the growth and resilience of SMEs in
developing countries is essential for local job creation,
the accessibility of products and services, tax reve-
nues and women’s economic empowerment, among
other things. The Sustainable Enterprises sector is
helping to increase venture capital, which in turn will
strengthen the business community in the countries
in which Swedfund invests. The sector invests broadly
in arange of industries, with digital business models,
gender equality and health being prioritised themes.
Investments are usually made using equity as an in-
strument, both directly and indirectly through funds.
The sector’s share of Swedfund’s total investment
portfolio amounted to 28% at the end of 2023, and a
total of five (5) investments were contracted during
the year.

* During the second quarter of 2023, an indirect equity
investment of up to MUSD 15 in Horizon Capital
Growth Fund IV (Horizon) was contracted during
the second quarter. Horizon Capital is a leading PE
firm in Ukraine, and the manager’s fund IV will be
directed towards investments in the IT sector in
Ukraine and Moldova, which is expected to contri-
bute to more jobs and export revenues for both
countries. Russia’s invasion of Ukraine has had a ma-
jor impact on the Ukrainian economy and access to
private venture capital is very limited. Through the
investment in Horizon IV, Swedfund will contribute
to the further development of the private sector in
Ukraine and Moldova.

An indirect loan investment was contracted during

the second quarter through an initial commitment
of up to MUSD 5 in the Transform Health Fund
(THF), with Swedfund having the option to increase
the commitment up to MUSD 12.5, provided that
certain conditions are met. THF invests in the
health sector in sub-Saharan Africa in areas that
target low-income patients. The fund will primarily
provide debt financing to SMEs, where the invest-
ments are expected to contribute to a more resilient
ecosystem in the health sector in Africa.

* Anindirect equity investment of up to MEUR 20
through Amethis Fund III (Amethis) was contracted
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during the second quarter of 2023. Amethis is a
generalist fund that is focused on a number of indus-
tries, primarily in consumer products and services.
The geographical focus is on the whole of Africa,
with East Africa and West Africa expected to ac-
count for the largest share of the fund’s investments.
Investments are primarily made through equity

as an instrument in medium enterprises requiring
growth capital. Swedfund’s investment is expected
to contribute to the mobilisation of private capital,
as well as clear development effects in terms of job
creation and improved access to basic products

and services.

During the fourth quarter, an indirect equity in-
vestment of up to MUSD 32 was contracted in Apis
Groth Market Fund III (Apis III). Apis IIIis a PE
fund with a geographical focus on Africa and South
and Southeast Asia, and Swedfund’s investment is
expected to contribute to increased digitalisation
and innovation, improved access to and quality

of financial services, and the creation of jobs with
decent working conditions. Swedfund has invested
in two previous funds with the same fund manager,
and the investment in Apis III in parallel with other
development finance institutions has enabled signif-
icant mobilisation of private capital.

At the end of December, an additional indirect
equity investment was contracted through a com-
mitment of up to MEUR 15 in Joliba Capital Fund

I (Joliba). This fund is a PE fund primarily focused
on consumer sectors such as financial services,
consumer goods, insurance and education. The geo-
graphical focus of Joliba is primarily on countries in
West Africa and Central Africa.

Sector Food Systems

In developing countries, agriculture and food pro-
duction employ a high proportion of the population
and constitute an important part of many countries’
economies. Despite good conditions for agriculture
and food production in many cases, it is estimated
that Africa imports up to 65 percent of the continent’s
food. In many countries, a high proportion of food
production never reaches the market and becomes
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waste. At the same time, food insecurity is exacerbated
by factors such as climate change, geopolitics, war and
rapid population growth. Within the Food Systems
sector, Swedfund invests in the entire value chain for
agriculture and food production. At the end of the year,
no investment in the sector had yet been contracted.
After the end of the financial year, the first investment
in Food Systems was contracted in January 2024
through a loan to Apollo Agriculture of up to MUSD 5.

DIVESTMENTS

During 2023, total of three (3) portfolio holdings were
fully concluded, of which two were direct loan invest-
ments and one a credit fund.

Disposals of shares and participations

¢ During the fourth quarter, the last underlying hold-
ing in the credit fund Women Entrepreneurs Debt
Fund (WEDF) was repaid, without any material
impact on earnings, and WEDF is thus considered to
have been divested from Swedfund’s active portfolio.

Termination of loans

During 2023, two direct loan investments were wound

up in their entirety:

¢ Aloan to Access Bank in Nigeria, in the Financial
Inclusion sector, was closed during the first quarter
after the final repayment was received in accordance
with the loan agreement.

¢ Aloan to DBL Industries was formally terminated
during the fourth quarter. In 2016, Swedfund
contributed a loan equivalent to SEK 60 million
to establish a textile factory in the Tigray region
of Ethiopia. In November 2020, war broke out in
Tigray, whereupon DBL’s operations had to be shut
down and the more than 1,500 employees were
forced to flee. The situation in Tigray remains

MSEK 2019 2020
EBIT 41 -373

Directors’ Report

uncertain and no production is currently taking
place at the factory. Swedfund’s loan to DBL has
been fully written down since 2020; hence, the
liquidation of the loan will not have any impact on
earnings in 2023.
In addition to fully exited loan investments, a loan
within the EFP co-financing facility was also fully
amortised during the year as planned.

Earnings performance

FINANCIAL GOALS

Swedfund’s financial goals were adopted in 2019

and stipulate that operating profit (EBIT) must be
positive when measured as a mean over a five-year
period. The goal requires the company’s operations to
be financially sustainable and to be cost-effective for
taxpayers. The financial goal is a long-term goal and
must be evaluated over an extended period of time.
Swedfund reports a negative operating profit for 2023,
and a summary of EBIT for the most recent five-year
period 2019-2023 (see the table below) shows that
total operating profit is weakly negative, which means
that the financial goal had not been achieved at the
end of 2023. Earnings and goal attainment are greatly
affected by currency effects, which have also increased
in volatility since currency hedging of the loan portfo-
lio was completely phased out in 2022.

EBIT for the 2023 financial year amounted to
MSEK -103.4 (151.0). The negative result is strongly
affected by currency effects, the majority of which
are attributable to unrealised currency effects in
Swedfund’s loan portfolio and currency effects which
are included in the revaluation of shares and partici-
pations. Given the limited size of the investment
portfolio, individual transactions and currency effects
can have a significant impact on EBIT, which can thus
fluctuate significantly, both negatively and positively,

2021 2022 2023 Total 2019-2023
197 151 -103 -86

both between quarters and between years. With effect
from the 2022 financial year, Swedfund has been
reporting an alternative performance measure, EBIT
excluding currency effects, which is presented in more
detail in Note 8.

COMMENTS ON THE RESULTS OF

INVESTMENT ACTIVITIES

A total of three holdings in the portfolio were fully
exited during the year, including two direct loans and
acredit fund. Swedfund’s net income from investment
activities amounted to MSEK 27.4 (255.1) during the
2023 financial year. During the latter part of the year,
the strengthening of the Swedish krona against the
USD and EUR in particular has negatively impacted
on the trend in earnings through unrealised currency
effects in connection with the valuation of holdings in
the portfolio. For the loan portfolio, currency effects
are reported on the profit and loss line ‘Currency
effects’, while the impact of currency on shares and
participations is included under ‘Net impairments’ in
the profit and loss statement.

Shares and fund units

During the financial year, Swedfund’s investment
activities generated dividends of MSEK 35.3 (23.4).
Income growth from dividends during 2023 is primar-
ily attributable to higher reflows from a number of
mutual funds and credit funds, and to a lessor extent
from direct shareholdings.

Net capital gains from the sale of shares and units
for the full year 2023 amounted to MSEK 56.1 (82.0).
Transactions during the year with the greatest impact
on the capital gain originate from partial divestments
in the funds South Asia Growth Fund II, Apis Growth
Fund I and Baring India Private Equity II. No divest-
ments of direct shareholdings took place during 2023.

Net interest income

Loan receivables in the investment portfolio had a
book value at the year-end of MSEK 2,182 (MSEK
1,916). Following the decision in 2019 to adopt a
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new strategy for managing currency risks, no new
protective positions have been adopted to hedge loan
receivables in the investment portfolio. Borrowing
intended for currency hedging was completely phased
out during 2022, which means that no interest ex-
penses were charged to the profit from interest-bearing
instruments during 2023. Net interest income for

the full year 2023 amounted to MSEK 227.7 (114),
corresponding to growth of 100% compared with the
previous year. Growth in net interest income during
the year was most positively affected by higher market
interest rates, but the growth is also explained by the
discontinued currency hedging, higher average loan
volumes and, to a lessor extent, currency effects.

Other portfolio income and portfolio costs

Other portfolio income refers, for example, to board
fees in portfolio companies. Other projects costs refer
to direct costs attributable to active projects and
investments, e.g. legal expenses and other external ad-
visors and costs associated with due diligence. The net
amount of other portfolio income and other portfolio
costs for the full year 2023 was MSEK -5.5 (-4.6).

Currency effects

Recognised currency effects for the 2023 financial
year amounted to MSEK -85.3 (147.1). The profit

and loss line contains both realised currency gains
and losses, as well as unrealised currency effects for
loans receivable, which were strongly affected by the
strengthening of the Swedish krona during the final
quarter of 2023. Given Swedfund’s strategy not to
hedge loans receivable, recognised currency effects
will become even more volatile and closely follow fluc-
tuations in the currency market between the Swedish
krona and the USD and EUR in particular.

Write-downs (measured at fair value) and

credit losses

Swedfund operates in difficult geographical markets,
whilst the size of the portfolio is limited. For the
valuation of shares and mutual fund shares (including
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holdings in group companies, associates and joint ven-
tures), Swedfund follows IFRS through the applica-
tion of RFR2. This means that write-down takes place
in the income statement in cases where the fair value
is less than the book value. This can lead to substantial
variations in net write-downs between reporting pe-
riods. If an overvalue compared with the acquisition
value can be shown when measuring fair value, this
surplus value is reported in the notes. As of 31 Decem-
ber 2023, the unrealised surplus value amounted to
MSEK 591 (MSEK 740); see also Note 21.

For the 2023 financial year, write-downs on shares
and fund units (net) amounted to MSEK -210.1
(MSEK 47.1). The impact from currency translation
has had a negative impact on write-downs in the
amount of approximately MSEK -47, which means
that the underlying change in the value of share and
fund holdings recognised in the income statement
is approximately MSEK -163. The write-downs are
primarily attributable to direct shareholdings in the
Energy & Climate sector. In general, higher market
interest rates have had a negative impact on the valua-
tions of underlying assets.

The valuation of loans in accordance with IFRS 9
had a positive impact in 2023 through lower expected
credit losses, which had an impact on earnings of
SEK 9.2 million (-59.7). The positive effect on earnings
during the year was greatly affected by the receipt of
amortisation for a number of loans placed in Stage 3
with elevated credit risk. There were no additional
loans for Stage 3 during 2023.

COMMENTS ON OPERATING PROFIT (EBIT)

AND FINANCIAL EXPENSES

Swedfund’s operating profit (EBIT) for 2023 amounted
to MSEK -103.4 (151.0). The negative result and the
difference compared with the previous year are
primarily affected by the effects of currency trans-
lation and write-downs of shares and participations.
Expected credit losses and recurring income from

net interest income and dividends had a positive
impact on earnings compared with the previous year.

Directors’ Report

Recurring revenues also exceeded Swedfund’s operat-
ing expenses by a good margin in 2023.

As the effects of currency translation have a signifi-
cant impact on reported earnings, Swedfund has, with
effect from 2022, introduced an alternative key ratio
where the currency effects on net income from invest-
ment activities are excluded from the reported oper-
ating profit. Currency effects on net income primarily
arise from revaluation of the portfolio holdings where
currency effects from loan instruments are reported
on a separate line in the income statement, while the
corresponding currency effect for shares and fund
units is recognised in the income statement through
net write-downs. In addition to this, certain currency
effects are also recognised in the income statement
through shares and fund units, as well as net interest
income. For further information on the alternative
key ratio, see Note 8.

For the full year 2023, EBIT excluding currency
effects amounted to MSEK -15.6 (MSEK -54.9). The
negative result for the year is primarily attributable to
write-downs of shares and participations recognised
in the income statement which exceed the total capi-
tal gain from disposals of shares and participations.

Other operating income and expenses

The separate lines in the income statement ‘Other
operating income’ and *Other operating expenses’
refer to the activities within Technical Assistance
and the Swedfund Project Accelerator, which are
funded through separate grants. Net, these revenues
and expenses amounted to MSEK 0 (MSEK 0) for the
2023 financial year. Swedfund’s costs are normally
covered in full by the appropriation, which means that
these operations do not have a direct impact on the
company’s financial results.

With effect from 2023, capitalised production costs
have been recognised as a separate line in the income
statement under ‘Other operating income’ in the
amount of MSEK 1.2 (0.0). For 2023, this concerns the
capitalisation of external costs for the development of
anew external website. The revenue of MSEK 1.2 has

a corresponding cost that is recognised under ‘Other
external costs’, which is why the net effect on earnings
is O for the full year 2023. Capitalised expenses are
expected to be written off against earnings from

2024 onwards.

Other external costs and personnel costs

The company’s other external costs amounted to
MSEK -39.9 (-29.3) for the 2023 financial year, with
the growth in costs primarily being attributed to
higher premises costs for offices, consultancy costs
and IT-related costs.

Personnel costs in 2023 amounted to MSEK -90.6
(-74.2), with the increase during the year primarily
being attributable to further strong growth in the
average number of employees and wage inflation.

Other financial items

Net income from other financial items for 2023
amounted to MSEK 95.1 (MSEK 165.8) and is attribut-
able to Swedfund’s financial management in the form
of cash and cash equivalents and interest-bearing
securities. Surplus liquidity is managed in low risk
securities in accordance with the Company’s financial
policy. During the year, surplus liquidity was invested
in fixed-income securities in the corresponding
currency to Swedfund’s contractual commitments
and in Swedish kronor. Since a high proportion of the
liquidity management is invested in USD and EUR
interest-bearing instruments, this entails a currency
translation effect, which in 2023 had a negative im-
pact on other financial items. At the same time, higher
market interest rates have resulted in a better return
on the liquidity management and for bank deposits

in accounts, which explains why the net profit from
other financial items is positive for the full year 2023.

TAXES

The estimated tax expense on profit for the year

for the 2023 financial year amounts to MSEK -28.7
(-62.8). The tax calculation included additions for de-
cisions by the Swedish Tax Agency regarding changes
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to the tax assessment for 2022 (2021 financial year)
where a tax audit was carried out in 2023.
See also Note 10 for calculation of reported tax.

Financial position

With the exception of Technical Assistance and
Swedfund Project Accelerator which are funded
through appropriations, Swedfund is financed
through equity, i.e. capital injections and accumu-
lated profits. For 2023, the State approved a capital
injection totalling MSEK 1,460, which has been called
off in its entirety. The financial position is strong

and the equity/assets ratio amounts to 96% (96%) as
of 31 December 2023. In 2024, the Swedish Parlia-
ment again decided to allocate a capital injection of
MSEK 1,460 to Swedfund in the National Budget.
Swedfund’s liquid assets, including interest-bearing
securities, amounted to MSEK 5,606 (MSEK 4,967)
as of 31 December 2023, of which MSEK 5,212 (MSEK
4,691) related to funds that Swedfund has at its dis-
posal. These funds, also referred to as “own funds”, are
allocated as illustrated below. Reserved “earmarked
funds” for contracted investments amounted to
MSEK 4,492 (3,574) as of 31 December 2023.

Liquid assets are reserved for contracted investments
to enable the Company to fulfil its commitments in
connection with payments. Contracted investments
are often disbursed in instalments over a number of
years, particularly as regards investments in funds
and co-financing facilities. The “earmarked funds” are
distributed according to form of investment, sector
and geographically as illustrated below.

Cash flow

Cash flow for the year from operating activities, before
changes in working capital, was positive and amount-
ed to MSEK 212.5 (115.6). Including the changes in
working capital, cash flow from operating activities
amounted to MSEK 205.0 (-179.2). Cash flow from
investment activities amounted to MSEK -1,143.3
(660.8) and shows a continuing high level of activity
of investments with the acquisition of new financial
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fixed assets which significantly exceed disposals. Cash
flow from financing activities amounted to MSEK
1,460.1 (1,428.3), which corresponds to this year’s cap-
ital injection. Total cash flow for the year amounted to
MSEK 521.8 (946.7).

Personnel

The average number of employees in 2023 was 70
(62). On average, 64 employees worked at the office
in Stockholm, five employees at the office in Nairobi
(Kenya), and one employee at the newly established
office in Abidjan (Ivory Coast). See also Note 5.

Risks

As a development finance institution, risk is pivotal
to our business. Swedfund invests in countries

and areas where the risks are more numerous and
potentially more serious than they are in developed
markets. Read more about risks and risk management
in Swedfund’s operations on pages 46-49 and about
financial risks in Note 20.

Directors’ Report

Corporate governance
In accordance with the annual Accounts Act and the

Proposal for allocation of profit
The board of directors recommends that the profit be

Swedish Code of Corporate Governance (“the Code”), allocated as follows:
a special Corporate Governance Report with a section 2023

on internal control has been prepared. The Corporate The following funds are at

Governance Report is attached to this integrated the disposal of the annual
report on pages 126-130. general meeting:
Accumulated profit/loss 8,176,594,584
BOARD OF DIRECTORS Capital injection 1,460,000,000
At the annual general meeting held on 25 April 2023, S less Tar e v 36,938,687
Catrin Fransson, Kerstin Borglin, Torgny Holmgren,
9,599,655,897

Daniel Kristiansson, Catrina Ingelstam and Roshi
The board of directors proposes

that the funds available to the
annual general meeting be

Motman were re-elected as board members. Caroline
af Kleen and Anna Stellinger were elected to the

board of directors, while Jonas Eriksson resigned as allocated so that:
aboard member. Catrin Fransson was elected chair To be carried forward 9,599,655,897
of the board of directors. During the year, Daniel 9599 655.897

Kristiansson resigned as a board member and was
replaced by Josefine Ekros Roth at an extraordinary
general meeting.

DISTRIBUTION OF OWN FUNDS AS OF 31 DECEMBER 2023, MSEK

Breakdown of liquidity

5,212

720

Available funds for decided,
not contracted investments

® Contracted investments
(not yet disbursed)

spuny payJew.el

Earmarked funds

4,492 4,492 4,492
589 1,006 2,429
Investment
intrument Sector Geography
Loans indirect Financial Africa
® Loans inclusion ® Global'
® Equity indirect ® Sustainable ® Asia

Enterprises
® Energy & climate
Other

Equity Eastern Europe

(0] ' Refers to several regions.
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Income statement

Amounts in TSEK Note 2023 2022
Shares and fund units

Dividends received 3 32,736 23,396
Sales proceeds 3 82,824 126,345
Acquisition cost of disposed of shares and fund units -26,739 -46,307
Income from shares and fund units 88,820 103,434
Group companies, associates and joint ventures

Dividends received 3 2,608 -
Sales proceeds 3 - 192
Acquisition cost sold equity - 1,769
Net income from group companies, associates and 2,608 1,961
joint ventures

Interest income and expenses

Interest income 3 227,687 132,17
Interest expenses - -18,123
Income from interest-bearing instruments 227,687 114,048
Other portfolio income and portfolio costs

Other portfolio income 3 786 1,505
Other portfolio expenses 6,292 -6,123
Currency effects -85,276 147,084
Income from other portfolio income and portfolio costs -90,783 142,466
Write-downs and loan losses

Write-downs of shares and fund units, net -210,085 -47,089
Write-downs of group companies, associated companies and - ©
joint ventures, net

Write-downs for loan losses, net 9160 -59,691
Net income from write-downs and loan losses -200,925 -106,780
INCOME FROM INVESTMENT ACTIVITIES 27,407 255,129
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Amounts in TSEK Note 2023 2022
Other operating income

Other operating income 3,4 86,389 63,932
Capitalised production costs 1,181 o
Operating expenses

Other external costs 6,7 -39,948 -29,298
Personnel costs 5 -90,590 74,225
Other operating expenses 4 -86,389 -63,932
Depreciation of non-current assets 1,12 -1,410 -604
Net income from other operating income and expenses -130,767 -104,126
OPERATING PROFIT (EBIT) 8 -103,360 151,003
Net income from other financial items

Other financial income 172,782 203,490
Other financial expenses 77,677 -37,670
Net income from other financial items 95,104 165,820
PROFIT AFTER FINANCIAL ITEMS -8,256 316,823
PROFIT/LOSS BEFORE TAX -8,256 316,823
Tax on profit/loss for the period 10 -28,683 -62,809
PROFIT/LOSS FOR THE PERIOD -36,939 254,014
The Company's Statement of Comprehensive Income

Profit/loss for the period -36,939 254,014
Other comprehensive income - o
COMPREHENSIVE INCOME FOR THE PERIOD -36,939 254,014
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Balance sheet

Assets

Amounts in TSEK Note 31.12.2023 31.12.2022
FIXED ASSETS

Intangible assets

Capitalised development expenses n 1,181 o
Tangible fixed assets

Buildings and land

Improvement expenditure on leasehold 12 4,030 1,703
Equipment, tools and installations

Equipment 12 2,696 1441
Total 7907 3144
Financial fixed assets

Shares and fund units 13, 21,22 2,787,767 2184914
Participations in group companies, 14, 21, 22 20,469 20,469
associates and joint ventures

Loans receivable 15,16, 21, 22, 26 2,181,814 1,915,986
Endowment insurance 21,22 - 122
Other long-term securities 21,22 738 738
Other non-current financial assets 8,600 8,600
Deferred tax assets 10 487 721
Total 4,999,876 4,131,550
Total fixed assets 5,007,782 4,134,694
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Amounts in TSEK Note 31.12.2023 31.12.2022
CURRENT ASSETS
Account receivables 21,22 60 9,000
Other receivables 21,22 7,951 7,951
Prepaid expenses and accrued income 18, 21,22 47186 41,562
Total 55,197 58,513
Interest-bearing securities 19, 21,22, 26 4,932,762 4,541,426
Cash and bank balances 21,22,26 661,265 413,815
Retained funds on behalf of others 21,22, 26 1,648 1,448
Total 5,605,675 4,966,689
Total current assets 5,660,872 5,025,202
TOTAL ASSETS 10,668,654 9,159,896
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Equity and liabilities

Bl

Amounts in TSEK Note 31.12.2023 31.12.2022  Amounts in TSEK Note 31.12.2023 31.12.2022
EQUITY CURRENT LIABILITIES
Share capital 50,000 50,000 Accounts payable 21,22, 27 7579 4,456
Statutory reserve 540,000 540,000  Tax liabilities 27 65,030 87,655
Fund for development expenses 1,181 © Other liabilities 21,22, 27 19,736 15,989
Total 591,181 590,000 Accrued expenses and deferred income 21,22,28 382,339 280,436
Total 474,684 388,536
Accumulated profit/loss 9,636,595 7,923,761
Profit/loss for the period -36,939 254,014 Total provisions and liabilities 477,818 392,121
Total 9,599,656 8,177,775
TOTAL EQUITY AND LIABILITIES 10,668,654 9,159,896
Total equity 10,190,837 8,767,775
LIABILITIES
Provisions
Provision for pension obligations 24 - 122
Other provisions 16, 25, 26 3134 3,462
Total 3134 3,584
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Statement of changes in equity

Restricted equity

Unrestricted equity

92

Fund for
Statutory development Accumulated Profit/loss
Amounts in TSEK Share capital reserve expenses profit/loss for the year Total equity
OPENING EQUITY AS OF 01.01.2022 50,000 540,000 - 6,503,541 220,220 7,313,761
Reversal result previous year = 220,220 -220,220 -
Profit/loss for the period - 254,013 254,013
Other comprehensive income for the year o o o
Comprehensive net income for the year 50,000 540,000 o 6,723,761 254,013 7,567,776
Capital contribution - 1,200,000 o 1,200,000
Total transactions with owners o o = 1,200,000 o 1,200,000
Closing shareholders’ equity as of 31.12.2022 50,000 540,000 ° 7,923,761 254,013 8,767,775
OPENING EQUITY AS OF 01.01.2023 50,000 540,000 - 7,923,761 254,013 8,767,775
Transfer to fund for development expenses - - 1,181 -1,181 - -
Reversal result previous year - - - 254,013 -254,013 -
Profit/loss for the period - - - -36,939 -36,939
Other comprehensive income for the year - - - - -
Comprehensive net income for the year 50,000 540,000 1,181 8,176,595 -36,939 8,730,836
Capital contribution - - - 1,460,000 - 1,460,000
Total transactions with owners - - - 1,460,000 - 1,460,000
Closing shareholders’ equity as of 31.12.2023 50,000 540,000 1,181 9,636,595 -36,939 10,190,837

The share capital consists of 50 shares with a quotient value of SEK 1,000.
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Cash flow statement

93

Amounts in TSEK Note 2023 2022 Amounts in TSEK Note 2023 2022
Ongoing activities Financing operations
Profit/Loss after financial items -8,256 316,823 Capital contribution 1,460,000 1,200,000
Adjustment for non-cash items 31 268,050 -199,160 Loans taken up (+) / Amortised (-)! - -589,445
Income tax paid -47,319 -2,093 Change in blocked funds 50 817,714
Cash flow from operating activities before changes 212,475 115,570 Cash flow from financing activities 1,460,050 1,428,269
in working capital

Cash flow for the year 521,834 946,651
Cash flow from changes in working capital
Increase (-)/Decrease (+) in operating receivables 4734 64,265 Cash and cash equivalents at the beginning of the year? 4,690,615 3,743,964
Increase (+)/Decrease (-) in operating liabilities -12,165 -606
Cash flow from operating activities 205,044 179229 Cash and cash equivalents at the end of the year? 5,212,449 4,690,615
Investment activities
Acquisition of intangible assets (-) 1181 o
Acquisition of non-current assets (-) -5134 -3,736
Acquisition of financial fixed assets (-) -1,219,769 -783,651
Sales of financial fixed assets (+) 82,824 126,538
Cash flow from investment activities 1,143,260 -660,848

T Concerns amortisation of loans taken out in SEK intended for hedging of currency risks in connection with lending in investment activities.

During the fourth quarter of 2022, the remaining loans for hedging were redeemed prematurely.
2 This item has been reduced by liquid assets relating to Swedpartnership, TA funds and Swedfund Project Accelerator.
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Notes

% Significant accounting policies

Introduction
The Report includes Swedfund International AB
(556436-2084) which is a limited company registered
in Sweden with its head office at Drottninggatan
92-94, SE-103 65 Stockholm, Sweden.

On 22 March 2024, the board of directors approved
this annual report, which will be presented to the
annual general meeting on 26 April 2024.

Basis of accounting
Swedfund International AB has produced this annual
report in accordance with International Financial Re-
porting Standards (IFRS) issued by the International
Accounting Standards Board (IASB) and as adopted
by the EU. In addition, the standards of the Swedish
Financial Reporting Board and its recommended RFR
2 Supplementary Accounting Rules for Legal Entities
have also been applied. Thus, in accordance with
RFR 2, Swedfund applies a series of exemptions from
IFRS based on the relationship between taxation and
accounting in the Annual Report Act.

Swedfund does not prepare consolidated financial
statements in accordance with Chapter 7 Section
3(a) of the Swedish Annual Report Act (ARL), where
the holdings of subsidiaries are considered to be of
non-material importance.

Changes in accounting policies
Changes to standards during 2023 have not had a
significant impact.

Classification

Fixed assets and non-current liabilities consist essen-
tially of amounts that are expected to be recovered or
paid after more than twelve months from the balance
sheet date. Current assets and current liabilities
consist essentially of amounts that are expected to be
recovered or paid within twelve months of the balance
sheet date.

Functional currency

The Company’s functional currency is the Swedish
kronor (SEK), which is also its reporting currency.

All amounts are in SEK thousands unless otherwise
stated. Functional currency is the currency of the pri-
mary economic environments in which the companies
conduct their business.

Transactions in foreign currency

Transactions in foreign currencies are translated into
Swedish kronor at the exchange rate prevailing on

the transaction date. Monetary assets and liabilities
in foreign currencies are converted into Swedish
kronor at the exchange rate on the balance sheet date.
Exchange rate differences arising from translation are
reported under Profit/loss for the year. Non-monetary
assets and liabilities that are reported at historical
acquisition value are translated at the exchange rate
prevailing on the transaction date.

State development cooperation

Swedfund has received government grants for
development cooperation (framework grants) for
Technical Assistance (technical assistance) and

Swedfund Project Accelerator (support for project
preparatory efforts).

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

See also below in the section, Income.

Cash flow statement

The cash flow statement is prepared according to the
indirect method. ‘Cash and cash equivalents’ means
interest-bearing securities and bank balances, exclud-
ing loans pledged and liquid assets within Technical
Assistance and Swedfund Project Accelerator.

Revenue

Swedfund is an investment company whose opera-
tions consist mainly of the acquisition, development
and sale of shares and participations in, and loans to,
listed and unlisted companies. The main revenue con-
sists of dividends, proceeds from the sale of shares and
participations and interest income. Swedfund applies
IFRS 15 regarding revenue accounting.

Other operating income consists of government
grants for Technical Assistance (TA) and Swedfund
Project Accelerator (SPA) are included. Revenue is
based on actual consumed resources. The Production
method is thus used as a method for calculating perfor-
mance commitments. Appropriations are systemat-
ically accrued in the profit or loss for the Year in the
same way and over the same periods as the costs that
contributions are intended to compensate for. In ad-
dition, up to and including 2022, repayments of softs
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loans to small and medium enterprises were included
under the previous Swedpartnership grant operation
(which is being wound up), through which no new soft
loans were disbursed during the current financial year.

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

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

Income from participations in group companies,

associates and joint ventures

Dividends received from participations in group com-

panies, associates and joint ventures are recognised

under the item “Dividends received” when the right to

receive payment is determined. Proceeds from sales

and dividends relate to the Company’s shareholdings.
Sales proceeds are recognised when the transfer

is made in accordance with the terms of sale and the

amount the liquidity is expected to be received.

Income from interest-bearing instruments
Income from interest-bearing instruments refers to
interest income and expenses related to loan receiv-
ables and liabilities to credit institutions. The item
‘income from interest-bearing instruments’ includes
any realised changes in value and any interest com-
pensation from early repayment.
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Note 1 (cont.)

Interest income on receivables and interest expenses
on liabilities is calculated and reported using the
effective interest method. The Effective Interest Rate
is the interest rate that means that the present value
of all estimated future receipts and disbursements
during the expected fixed-rate period will be equal to
the initial carrying amount of the receivable or liabil-
ity. Where appropriate, interest income and expenses
include accrued fees received that are included in the
effective interest rate, transaction costs and any dis-
counts, premiums and other differences between the
initial value of the receivable/liability and the amount
settled at maturity. Interest income is calculated
using the effective interest method on gross amounts,
i.e. excluding reserves for expected credit losses,
except for credit-impaired assets (Stage 3 or issued
credit-impaired assets).

Leases
The Company’s leasing agreements are reported ac-
cording to the exception in RFR 2 as operating lease.
Payments made during the leasing period (less any
incentive from the lessor) are expensed in the income
statement linearly over the lease term. Any benefits
received in connection with the signing of an agree-
ment are reported in the Profit/Loss for the Year as a
reduction of the leasing charges linearly over the term
of the leasing contract. Variable fees are expensed in
the periods they arise.

The Company is not a lessor.

Salaries and other compensation to employees
Employee Benefits consist of salaries, paid leave,
paid sickness absence and other remuneration

and pensions.

For the Company’s employees, the Company
primarily has defined contribution pension plans.
For the defined contribution pension plans, the
Company pays fixed contributions to a separate legal
entity and has subsequently completed its commit-
ment towards the employee. Defined contribution
pension plans are recognised as an expense in the
period to which the premiums are attributable.

Swedfund also had a limited commitment in pre-
determined pension plans, which was fully paid up

at the end of 2023. Swedfund does not apply IAS

19 Remuneration to employees for defined benefit
pensions. The simplification rule in RFR 2 applies in-
stead. Defined Benefit Pension plans relate to pension
obligations secured through endowment insurance.
Pension Obligations are reported as provision for
pensions and endowment insurance is recognised as a
financial fixed asset.

Taxes

The Year’s Tax consists of current tax and deferred tax.
Taxes are recognised in the income statement except
where the underlying transaction is recognised in other
comprehensive income or directly against equity when
the associated tax effect is also reported in this place.

Current tax is the tax calculated on the taxable
income for the period. The taxable profit differs from
the reported result by adjusting it for non-taxable and
non-deductible items. Current tax is tax payable or
receivable for the current year and may be adjusted
for current tax attributable to prior periods.

Deferred tax is reported on the difference between
the carrying amounts and the tax values of assets and
liabilities. Changes in the reported deferred tax asset
or liability are recognised as an expense or income in
the income statement except when the tax is attrib-
utable to items recognised in other comprehensive
income or directly to shareholders’ equity.

Subsidiaries

Group Companies (Subsidiaries) are companies that
are under a controlling influence from Swedfund
International AB. A controlling influence exists if
Swedfund International AB has an influence over
the investment object, is exposed to or has the right
to receive variable returns from its involvement and
is able to exercise its control over the investment to
influence yields. When assessing whether or not a
controlling influence exists, potential voting shares
are taken into account, as well as whether “de facto
control” exists.

Associated companies and joint ventures

An associate is an enterprise over which the Company
has significant influence but does not exert any
definite control over its operational and financial
management. This is normally brought about by the
Company’s shareholdings facilitating between 20
and 50% of the voting power. From the date on which
significant influence is attained, equity in associates
are recognised according to the acquisition value
method. For example, significant influence may
involve participation by the investor in decisions
relating to the financial and operational strategies

of an enterprise, but does not imply control or joint
control of these strategies.

A “joint venture” is a cooperative arrangement
where the parties with joint control are entitled to the
arrangement’s net assets. The shares are recognised
according to the acquisition value method.

Financial instruments

Within the framework of RFR 2, accounting in a
legal person, there is a choice of applying IFRS 9 to
its fullest extent or applying a recognition based on
acquisition value. Swedfund has chosen to report
financial instruments according to the acquisition
value method.

A financial instrument is recognised in the balance
sheet when the Company becomes a party under the
contractual terms of the instrument. Financial instru-
ments reported in the statement of financial position
include, on the asset side, liquid funds, loan receiva-
bles, account receivables and financial investments.
The liability side contains accounts payable, loan
liabilities and other liabilities.

A financial asset is removed from the balance sheet
when the rights in the contract are realised, have ex-
pired or the Company loses control of them. The same
applies to part of a financial asset. A financial liability
is removed from the balance sheet when the contrac-
tual obligation is fulfilled or otherwise extinguished.
The same applies to part of a financial liability.

A financial asset and a financial liability are offset
and accounted for with a net amount in the balance
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sheet only where there is a legal right to offset the
amounts as well as there being an intention to regu-
late the items with a net amount or to simultaneously
realise the asset and settle the liability.

CLASSIFICATION AND VALUATION
Financial instruments are initially recognised at
acquisition value corresponding to the fair value of
the instrument plus transaction costs. A financial
instrument is classified on initial recognition based
on, inter alia, the purpose for which the instru-
ment was acquired. The classification determines
how the financial instrument is valued following
initial recognition.
The Company recognises financial instruments
within the following categories:
« Shares and fund units
« Participations in group companies, associates and
joint ventures
« Loans receivable
¢ Other long-term securities
« Interest-bearing securities
¢ Cash and bank balances
 Other financial liabilities

Acquisitions and divestments of financial assets are
recognised on the transaction date. The transaction
date constitutes the date on which the enterprise
commits to acquire or divest itself of the asset.

Swedfund recognises and values its financial assets
and financial liabilities under RFR 2 in respect of
IFRS 9; i.e. on the basis of acquisition value. Fair value
is presented in the information and forms the basis
for the impairment of investments in shares and fund
units and shares in group companies, associates and
joint ventures.

Where these instruments constitute interest-bear-
ing securities, accounting is based on the lowest value
principle by reporting the lower of the acquisition val-
ue and fair value. Other financial assets are recognised
at acquisition value, or amortised acquisition value,
less write-down for expected credit losses.
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Note 1 (cont.)

SHARES AND FUND UNITS
Shares and fund units are valued at acquisition value
less any impairment losses based on fair value.

Any surplus values for shares and fund units which,
when measuring fair value, show a fair value exceed-
ing acquisition value are presented in Note 21.

OTHER LONG-TERM SECURITIES

Other long-term securities holdings are valued at
amortised acquisition value using the principles of
impairment testing and loss risk reserve in IFRS 9,
Expected Credit Losses.

LOANS RECEIVABLE

Loans receivable are non-derivative financial assets
that have fixed or determinable payments and are not
listed on an active market. These assets are valued

at amortised acquisition value. Accrued acquisition
value is determined on the basis of the effective
interest rate calculated at the time of acquisition. In
calculating the net realisable value of loan receivables,
the principles of impairment testing and loss risk re-
serve are applied in accordance with IFRS 9, Expected
Credit Losses.

INTEREST BEARING SECURITIES

Interest bearing securities are recognised at amor-
tised acquisition value using the principles of impair-
ment testing and loss risk reserve in IFRS 9, Expected
Credit Losses.

CASH AND BANK BALANCES

Cash and bank balances consist of cash and immedi-
ately available balances in banks and corresponding
institutions and short-term liquid investments with a
maturity from the acquisition date of less than three
months, which are only exposed to an insignificant
risk of fluctuation.

OTHER FINANCIAL LIABILITIES

Loans and other financial liabilities, such as accounts
payable, are included in this category. Liabilities are
valued at amortised acquisition value.

EFFECTIVE INTEREST RATE AND

EFFECTIVE INTEREST METHOD

Long-term loan receivables and other long-term
securities are reported at amortised acquisition
value according to the effective interest method with
impairment for expected credit losses.

The effective interest rate is the interest rate that
accurately discounts the estimated future receipts and
disbursements over the expected maturity period of
the financial asset or financial liability to the initially
reported gross value of a financial asset or to the
accrued acquisition value of a financial liability. In cal-
culating the effective interest rate, an enterprise shall
estimate expected cash flows by taking into account
all contractual terms of the financial instrument (such
as options for early redemption, renewals, purchases
and the like) but shall not take into account expected
credit losses. The calculation includes all charges
and items paid or received by the contracting parties,
which are an integral part of the effective interest
rate, transaction costs and any other premiums or
discounts. It is assumed that the cash flows and ex-
pected maturity period of a group of similar financial
instruments can be estimated reliably. However, in
those rare cases where it is not possible to reliably
estimate cash flows or residual maturity of a financial
instrument (or a group of financial instruments), the
enterprise shall use the contractual cash flows over
the entire term of the financial instrument (or the
group of financial instruments). The Effective Inter-
est Method is used to calculate the accrued acquisition
value of a financial asset or financial liability and for
accrual and accounting of interest income or interest
expense in profit or loss during the relevant period.

Write-down of financial assets

WRITE-DOWN BASED ON FAIR VALUE

For financial assets in the form of shares and par-
ticipations in group companies, associates and joint
ventures, write-down is effected based on fair value.
Write-downs are assessed on an individual basis per
holding. Swedfund’s methods for determining fair
value are described in more detail in Note 21.

WRITE-DOWN BASED ON

EXPECTED CREDIT LOSSES

In the case of accounting based on acquisition value,
write-down testing and loss risk reserve in accordance
with IFRS 9, Expected Credit Losses are applied. This
means that Swedfund sets aside provisions for expect-
ed credit losses upon initial recognition. Provision for
expected credit losses is made for financial instru-
ments in the form of financial fixed assets and current
assets. For Swedfund, this primarily entails provision
for expected credit losses for loans receivable. Credit
losses are assessed on an individual basis.

Upon initial recognition and on subsequent balance
sheet dates, a credit loss reserve is recognised for the
next 12 months, or a shorter period depending on the
remaining maturity period, for financial assets in the
form of loans receivable, but also for interest-bearing
securities and certain other smaller items. Interest
income is calculated using the effective interest
method on the reported gross (excluding loan loss
reserve) (Stage 1).

If the credit risk for the financial instrument has
increased significantly since initial recognition, a
credit loss reserve is instead recognised for the entire
remaining maturity period. Interest income is also
calculated in this case on the recognised gross value
(excluding credit loss reserve) (Stage 2).

For credit-impaired assets, a provision continues
for the entire remaining maturity period, but interest
income is calculated at amortised acquisition value
(excluding credit loss reserve) (Stage 3).

The credit risk for a financial asset may change dur-
ing the term, which affects the reserve for expected
credit losses.

Loan receivables with renegotiated loan terms that
are recognised as new loans and constitute credit-im-
paired financial assets, are initially not recognised as
aloan loss reserve. As of each balance sheet date, the
change in expected credit losses for the entire remain-
ing maturity period is reported as a written-down gain
or loss. Interest income is calculated on the accrued
acquisition value (excluding credit loss reserve) and
initially fixed credit adjusted effective interest rate.
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Swedfund has developed methods for assessing and
reserving expected credit losses in accordance with
IFRS 9. The methods are based on the Company’s risk
classification model and take into account any collat-
eral for Swedfund loans receivable, loan commitments
and interest-bearing securities.

Swedfund’s methods for calculating expected credit
losses are described in more detail in Note 21.

Intangible assets

CAPITALISED DEVELOPMENT EXPENSES

Swedfund’s intangible assets consist of capitalised

development costs. Proprietary intangible assets are

only recognised in the balance sheet if they fulfil the
following criteria:

« Itis technically possible to complete the intangible
asset so that it can be used;

¢ The company intends to complete the intangible
asset and use or sell it;

* The prerequisites for using or selling the intangible
asset are met;

¢ The company can demonstrate how the intangible
asset generates likely future economic benefits;

* Adequate technical, financial and other resources
are available to complete the development and use
or sell the intangible asset; and

« The expenditure attributable to the intangible asset
during its development can be estimated reliably.

Capitalised development costs are recognised at
acquisition value less deductions for accumulated
depreciation and write-downs, if any. Acquisition
value includes expenses for the purchase of services
and materials necessary to enable the asset to be used.
Other development costs are recognised in the income
statement as an expense as they are incurred.

The corresponding amount recognised as capital-
ised development expenditure is included as restrict-
ed equity in the fund for development expenses.
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Note 1 (cont.)

DEPRECIATION PRINCIPLES

Capitalised development costs are depreciated from
the date on which the asset is completed. Depreciation
is calculated on a straight-line basis over the estimat-
ed useful life of the asset, as follows:

 Capitalised development expenses 3-5 years

Tangible fixed assets
Tangible fixed assets are reported in the Company
at acquisition value less deductions for accumulated
depreciation and write-downs, if any. The acquisition
value includes the purchase price and expenditure
directly attributable to the asset to bring it into place
and in condition to be used in accordance with the
purpose of the acquisition.

The reported value of an asset is removed from
the balance sheet upon its being sold or otherwise
disposed of, or when no future economic benefits are
expected from the use or sale/disposal of the asset.
Gains or losses arising from the disposal or sale of an
asset are the difference between the selling price and
the carrying amount of the asset less direct selling
costs. Profit and loss are reported as other operating
income/expense.

ADDITIONAL EXPENDITURE

Additional expenditure is added to the acquisition val-
ue only if it is probable that the future economic ben-
efits associated with the asset will be to Swedfund’s
account and the acquisition value can be calculated
reliably. All other additional expenditure is recognised
as an expense in the period in which it arises. Repairs
are expensed continuously.

DEPRECIATION PRINCIPLES

Depreciation is calculated on a straight-line basis over

the estimated useful life of the asset. The estimated

useful life periods are:

 Leasehold improvements: 7 years (corresponding to
the length of the rental agreement)

¢ Equipment: 5 years

The use of depreciation methods, residual value and
useful life periods are reviewed at the end of each
financial year.

Write-down of non-financial assets
Property, plant and equipment and any intangible as-
sets that are depreciated are assessed in terms of value
decline whenever events or changes in circumstances
indicate that the carrying amount is not recyclable. A
write-down is implemented in the amount by which
the carrying value of the asset exceeds its recoverable
value. The recoverable amount is the greater of fair
value less selling costs and value in use. In calculating
the value in use, future cash flows are discounted by
afactor taking into account the risk-free interest rate
and the risks associated with the specific asset.

A previously reported write-down is reversed if
the recoverable amount is assessed to exceed the
carrying value. However, reversal is not carried out by
any amount greater than the carrying value of what
it would have been if the write-down had not been
recognised in previous periods.

Provisions

A provision differs from other liabilities in that

there is uncertainty about the term of payment or

the amount to regulate the provision. A provision is
recognised in the statement of financial position when
there is an existing legal or informal obligation as a
result of an event occurring, and it is probable that an
outflow of financial resources will be required to regu-
late the obligation, as well as that a reliable estimate of
the amount can be made.

Provisions are made with the amount that is the
best estimate of what is required to settle the existing
obligation at the balance sheet date. Where the effect
of when payment is made is material, provisions are
calculated by discounting the expected future cash
flow at a pre-tax rate that reflects current market
assessments of the time value of money and, if appli-
cable, the risks associated with the liability.

Provision for expected credit losses is also made
for issued loan commitments and is reported as
other provisions until payment of loan receivables
takes place.

Contingent liabilities

A contingent liability is recognised when there is a
possible commitment arising from past events and
where existence of the liability is confirmed only by
one or more uncertain future events or when there is
acommitment that is not recognised as a liability or
provision because of it being unlikely that an outflow
of resources will be required.

97

Significant estimates
and assessments

Introduction

The drawing up of financial statements in accord-
ance with IFRS often requires management to make
assessments and estimates and make assumptions
about future events that may affect the application of
the accounting policies and the reported amounts of
assets, liabilities, income and expenses.

Assessments are based on estimates and assump-
tions that are considered reasonable and properly
estimated at the time of the assessment. However, as
with other assessments, assumptions or estimates,
the result may be different and events may occur that
may require a substantial adjustment of the carrying
amount of the asset or liability concerned. The actual
outcome can thus deviate from these estimates.

Estimates and assumptions are continuously
evaluated. Changes to estimates are recognised in
the period in which the change is made, if the change
only affects this period, or in the period in which
the change is made and future periods if the change
affects both the current period and future periods.

The following represent the main accounting
policies, the application of which is based on such
assessments and the main sources of uncertainty in
estimates that the Company considers may have the
most significant impact on the Company’s reported
earnings and financial position.
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Note 2 (cont.)
Introduction to Swedfund Shares and fund units, participations in group % Revenue distributed by geographical area and revenue type % Swedpartnership, Technical
enterprises, associates and joint ventures Assistance (TA FUNDS) and
Voices in our world MAIN SOURCES OF UNCERTAINTY IN ESTIMATES The Company’s revenues are distributed in different geographical areas, as below. ]
Shares and fund units are recognised at acquisition Latin Eastern Swedfund PrOJeCt Accelerator
How Swedfund creates value value and tested for write-down at fair value. Valuing 2023 Africa Asia America  Europe Global'  Total
private investment in developing countries at fair Share sales 8954 51,857 - - 22,013 82824  Swedpartnership 2023 2022
Results and governance value implies alarge inherent uncertainty regarding Distribution of shares 27,878 2,082 - 12 2764 32,736  Other operating income -50 1,825
Results from our portfolio the fair value of unlisted equity and fund holdings. Group and/or associated companies' sales 2 ° : ° ° - Other operating expenses 50 1,825
companies* 62 ASSESSMENTS WHEN APPLYING Group and/or associated companies’ dividends 2,608 © = - - 2,608 Total (o] 0
Grant-funded activity* 78 ACCOUNTING POLICIES Interest income 82,259 87,473 - 53,035 4920 227,687
Swedfund's results* 82 For unlisted shares and fund units, fair value is an Other portfolio income 427 359 o o o 786 Technical assistance 2023 2022
ekl SEfEmETs 88 assessment in accordance with applied valuation Total 122,127 141,770 o 53,047 29,697 346,641 Other operating income 20,345 12,222
methods. Applied methods are formulated in accord- Other operating expenses 20,345 12,222
Notes o ance with IFRS 13, Fair Value and International gRetSliokeveralieions Total 0 o
Corporate governance report 126 Private Equity and Venture Capital Valuation Guide-
Signatures of the board lines (IPEV Guidelines). The division of revenue is based on how the activities and information are regularly reviewed and followed up by Swedfund Project Accelerator 2023 2022
of directors 134 . Steezallso the description of accounting policies in the executive management. e n————— 66,094 49,885
ote 21.
Audit report 135 . L Other operating income 2023 2022 -(:tthelr operating expenses 66'092 49'882
Additional sustainability Other financial instruments Technical Assistance and Swedfund Project Accelerator 86,439 62,106 o
information 138 MAIN SOURCE,S OF UNCERTAINTY.IN ESTIMATES Date of revenue recognition in accordance with IFRS 15
. Expected credit losses are assessed in respect of loan
GRI index 143 T e e eI et Services transferred over time, management fee Swedpartnership -50 1,825
TCFD 146 receivables, other receivables and loan commitments. Total 86,389 63,932
Sustainability audit reports 147 Valuing claims in developing countries at fair value

implies a large inherent uncertainty.
~ DIEBIOTE REpert pRgEs 2= ASSESSMENTS WHEN APPLYING
ACCOUNTING POLICIES
Expected credit losses shall be estimated in a manner
that reflects an objective and probability-weighted
amount determined by evaluating a range of possible
outcomes. Reserve for expected credit losses is based
on a Swedfund assessment of the magnitude of these
expected losses. The valuation shall take into account
reasonable and verifiable information that is available
without involving undue costs or operations at the
balance sheet date of past events, current conditions
and forecasts for future economic conditions.

See also the description of accounting policies in
Note 21.
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% Board of directors, employees and personnel costs

Gender distribution of the board of directors, CEO and other senior executives

2023 2022
Total Of which, men Total Of which, men
Board of Directors 8 1 7 3
CEO 1 - 1 -
Other senior executives 7 3 7 3
Average number of employees
2023 2022
Country Total Of which, men Total Of which, men
Ivory Coast 1 - o
Kenya 5 20% 5 20%
Sweden 64 46% 57 47%
Total 70 44% 62 45%
Salaries, other remuneration and social welfare costs
2023 2022
Salaries and Social welfare Salaries and Social welfare
remuneration costs remuneration costs
59,545 29986 49,162 26,121
(of which pension costs) (0) (12,518) 2 (0) (11,622) 2
Total 59,545 29,986 49,162 26,121

1 Of pension costs, 648 (654) concerns the CEO.

2 For all employees, defined contribution and equivalent pension premiums are paid in accordance with the law and collective agreements

which were expensed during the year.

Salaries and other remuneration distributed by country and between board members,

et al and other employees

99

2023 2022
Board of directors, Board of directors,

CEO and other Other CEO and other Other

senior management employees senior management employees

Sweden 13,438 43,063 12,553 35,239

(of which remuneration to the board of (1,089) (910) -
directors)

(of which pension to former CEO) (122) (310) =

(of which salary to CEO) (2,257) (2,085) -

(of which other management salaries) (9,970) (9,248) °

Kenya and lvory Coast, rep. office 4,255 = 2,590

Total 13,438 47,318 12,553 37,829

Remuneration paid to current and former board members and the former CEQ

Board remuneration in

Member Position Remuneration portfolio companies
Catrin Fransson Chair of the Board 253 0]
Torgny Holmgren Board member and member of 150 0
the Audit Committee
Kerstin Borglin Board member 125
Catrina Ingelstam Board member and Chair of 162
the Audit Committee
Roshi Motman Board member 125
Caroline Af Kleen Board member and member of 150
the Audit Committee
Josefine Ekros Roth Board member and member of 0
the Audit Committee
Anna Stellinger Board member 125 0
Total 1,089

Fees are paid to the Chairman and members of the Board according to the decision of the General Meeting,.
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Note 5 (cont.)

Attendance of Board members at this year's meetings
Member 1/23 2/23 3/23 4/23 5/23
Jonas Eriksson'

Daniel Kristiansson?

Catrin Franson

Kerstin Borglin

Torgny Holmgren

Roshi Motman

Catrina Ingelstam

Anna Stellinger?

Caroline Af Kleen?

Josefine Ekros Roth 4

6/23

7/23 8/23 9/23 10/23 11/23

"Vacated post in April 2023.

2 Vacated post in September 2023.
3 Took up post in April 2023.

4 Took up post in October 2023

Total sick leave amounted to 0.45% (0.77%) of employees’ total regular working hours.

For integrity reasons, sick leave has not been reported by age group or gender.

Salary to the CEO and other senior executives,
severance pay, etc.

The CEO and other senior executives have a fixed
remuneration per month. No variable remuneration
is paid. In the event of termination by the company,
the CEO has an agreement on severance pay corre-
sponding to salary during the 6 month notice period,
severance pay in the form of 12 months’ fixed salary
(pension provisions are not included). Severance pay
is not paid after 65 years of age.

For other senior executives and the CEO, defined
contribution and thus equivalent pension premiums
are paid by law and collective agreements which were
expensed during the year. In the event of termination
by the company, the rules of the collective agreement
apply to other senior executives.

Salaries to senior executives

100

Annual Pension
Other salary fixed premiums
Name Position benefits remuneration paid paid Total
Maria Hakansson Chief Executive Officer 2 2,257 648 2,907
Ann-Caroline Andersson Chief HR and 2 1,078 239 1,319
Administration Officer
Fredrik Linton Chief Business Development 2 1,51 407 1,920
and Special Operations Officer
Marie Aglert Chief Investment Officer 1 723 180 904
from 01.08.23
Gunilla Nilsson' Chief Investment Officer 1 967 275 1,243
to 31.07.23
Jacob Hagerman Chief Legal Counsel 2 1,398 355 1,755
Johan Selander Chief Financial Officer 2 1,487 395 1,884
Johanna Raynal Chief Sustainability Officer 2 1,425 364 1,791
Karin Kronhoffer Chief Strategy and 2 1,381 339 1,722
Communications Officer
Total 16 12,227 3,202 15,445

! Acting Chief Investment Officer from 16.09.22

For other senior executives and the CEO, defined
contribution and other similar pension premiums are
paid in accordance with the law and collective agree-
ments and expensed during the year.

In the event of termination by the company, the
rules of the collective agreement apply to other
senior executives.
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& Auditors' fees and expenses

Ernst &Young AB 2023 2022
Auditing 1,010 988
Other auditing services 70 o
Tax consultancy services -
Other services 18
Total 1,080 1,006

% Leasing

The operating lease mainly includes lease agreements
for the Company’s premises in Stockholm, Nairobi

and Abidjan, for which a substantial part of the

risks and benefits of ownership are retained by the

lessor. Leasing costs for operating leases for the year
amounted to TSEK 8,844 (6,765). Future payment
commitments as of 31 December are distributed

as follows:

Future minimum
lease payments

31.12.2023 31.12.2022

Within 1 year 8,476 7148
Between 1-5 years 26,236 29,227
More than 5 years - 2,195
Total 34,712 38,570
Expensed fees for operational

leasing contracts amount to: 2023 2022
Minimum lease payments 8,844 6,765
Variable fees -
Total leasing costs 8,844 6,765

The Company’s leasing agreements usually contain no

variable fees. Leasing contracts for premises contain

terms that give the right to extend the contract in

question for a predetermined period of time. The

Company does not act as a lessor.

& EBIT excluded for currency effect (alternative key ratio)

101

2023 2022

Income Currency Excl. currency Income Currency Excl. currency

statement effect effect statement effect effect

Income from shares and fund units' 88,820 21,508 67,312 103,434 19,031 84,403
Net income from group companies, associates and joint ventures' 2,608 2,608 1,961 8 1953
Income from interest-bearing instruments' 227,687 23,231 204,457 114,048 18,004 96,044
Income from other portfolio income and portfolio costs? -90,783 -85,275 -5,508 142,466 147,084 4,618
Net income from write-downs and loan losses® -200,925 -47,160 -153,765 -106,780 21,737 128,516
Income from investment activities 27,407 -87,697 115,104 255,129 205,864 49,266
Net income from other operating income and expenses* -130,767 130,767 -104,126 -104,126
Operating profit (EBIT) -103,360 -87,697 -15,663 151,003 205,864 -54,860

' Profit excluding currency effect was calculated by translating income in local currency into SEK at the acquisition exchange rate.

2 Profit excluding currency effect was calculated by excluding the item ‘Currency effects'.

3 Profit excluding currency effect was calculated by excluding the exchange rate change during the period compared with the previous period.

4 Profit excluding currency effect has not been translated compared with the income statement.

As the effects of currency translation have such a
significant impact on reported earnings, Swedfund
has implemented an alternative key ratio which shows
the EBIT excluding any currency effect.
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Financial income and

financial expenses

Other financial income 2023 2022
Interest income 172,782 20,419
Uncapitalised exchange - 183,071
rate differences

Total 172,782 203,490
Other financial expenses 2023 2022
Write-down of financial fixed assets - -619
Other financial expenses 2,326 -37,051
Uncapitalised exchange 75,351 o
rate differences

Total -77,677 -37,670

@ Taxes

2023 2022
Current tax expense (-)/tax income (+)
The year's tax expense/tax revenue -28,449 -62,809
Deferred tax expense (-)/tax income (+)
Deferred tax relating to temporary differences 234
Reported tax -28,683 -62,809
Reconciliation of effective tax rate 2023 2022
Profit/loss before tax -8,256 316,823
Tax on reported earnings in accordance with the applicable tax rate 1,701 -65,266
Tax effect of:
Non-taxable dividend 2,41 2,458
Non-deductible write-downs of financial assets -46,944 -30,896
Non-taxable reversal of write-down of financial assets 5,895 44,028
Non-taxable realised capital gains 9,959 16,895
Non-deductible realised capital losses -35,138
Non-deductible other costs -676 247
Deferred tax relating to temporary differences -281 72
Reversal tax reserve 5,430
Adjustment for the year's tax expense 2021 147
Other
Reported tax -28,683 -62,809
Effective tax rate -347% -20%

The Company has no tax items that are recognised under other total income or directly against shareholders’ equity.

102
Disclosures on deferred tax assets and
tax liabilities
The following tables specify the tax effect of tempo-
rary differences:
Deferred tax asset 31.12.2023 31.12.2022
Property, plant and 487 487
equipment
Pension agreement, - 234
former CEO
Recognised value 487 721
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% Intangible assets

Capitalised development expenses

Accumulated acquisition value 31.12.2023 31.12.2022
At the start of the year - S
New acquisitions 1,181 o
Total acquisition value 1,181 o
Scheduled accumulated depreciation
At the start of the year - S
Scheduled depreciation of acquisition value for the year - =
Total depreciation - ©
Scheduled residual value at the year-end 1,181 =
% Tangible assets
Buildings and land
Improvement expendi-
ture on leasehold 31.12.2023 31.12.2022 Equipment 31.12.2023 31.12.2022
Accumulated Accumulated
acquisition value acquisition value
At the start of the year 5,066 3,043 At the start of the year 4,470 3,348
New acquisitions 3,224 2,023 New acquisitions 1,910 1,122
Total acquisition value 8,290 5,066 Divestments and disposals

Total acquisition value 6,380 4,470
Scheduled accumulated
depreciation Scheduled accumulated
At the start of the year -3,363 -3,043 depreciation
Scheduled depreciation -897 -320 At the start of the year -3,029 3,335
of acquisition value for Divestments and disposals 676
the year

. Scheduled depreciation -655 -370

Total depreciation -4,260 -3,363 of acquisition value for

the year
Scheduled residual value 4,030 1,703 Total depreciation -3,684 -3,029
at the year-end

Scheduled residual value 2,696 1,441

at the year-end

@ Portfolio investments shares and fund units

Portfolio investments shares and fund units

103

Accumulated acquisition value 31.12.2023 31.12.2022
At the start of the year 2,453,056 1,924,994
Investments during the year 858,869 610,526
Reclassification - -
Sales during the year -45,931 -82,464
Total acquisition value 3,265,993 2,453,056
Accumulated write-downs 31.12.2023 31.12.2022
At the start of the year -268,142 -221,053
Reversed write-downs for the year attributable to sales

Reclassification

Reversals for the year 4,029 36,092
Write-downs for the year 21414 -83,181
Total write-down at year-end -478,227 -268,142
Book value at year-end 2,787,766 2,184,914
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Note 13 (cont.)

Specification of the Company’s directly owned holding of shares and fund units

104

31.12.2023 Ownership

Company Sector’ Business activities Share class percentage Acquisition value
Africa

Accion Digital Transformation Financial Inclusion Fund Fund units 10.0 71,895
Adenia Capital (lll) LLC Itd.( I&P), Africa Sustainable Enterprises Fund Stock 10.4 21,398
Afrinord Hotel Investment A/S, Africa Other Hotels Stock 20.0 470
Africa Renewable Energy Fund Il (AREF) Energy & Climate Fund Fund units 8.4 49,301
African Development Partners Il (DPI), Africa Sustainable Enterprises Fund Fund units 21 88,012
African Development Partners Ill (DPI), Africa Sustainable Enterprises Fund Fund units 2.8 176,500
African Infrastructure Investment Fund 4 Energy & Climate Fund Fund units 4.1 60,927
African Rivers Fund Ill Financial Inclusion Fund Fund units 17.0 16,249
Africlnvest Fund Ill LLC, Africa Sustainable Enterprises Fund Fund units 29 70,512
Amethis Fund 11l Sustainable Enterprises Fund Fund units 15.1 7727
Apis Growth Fund I, Africa Sustainable Enterprises Fund Fund units 2.6 12,707
Apis Growth Fund I, Africa Sustainable Enterprises Fund Fund units 27 77,001
AFIG Fund Il Sustainable Enterprises Fund Fund units 7.4 69,809
ASEAN Frontier Marktets Fund (AFMF) Sustainable Enterprises Fund Fund units 19.8 35,939
BluePeak Private Capital Fund Financial Inclusion Fund Fund units 129 125,418
Catalyst Fund Il Sustainable Enterprises Fund Fund units 6.6 57,796
Climate Investor One Energy & Climate Fund Fund units 19 107,153
Climate Investor Two Energy & Climate Fund Fund units 4.6 100,821
E3 Low Carbon Economy Fund | Energy & Climate Fund Fund units 20.8 27,243
ECP Africa fund Il PCC, Africa Sustainable Enterprises Fund Fund units 31 80,223
Evolution Il Energy & Climate Fund Fund units 6.9 120,873
Evolution Il D.light Limited Energy & Climate Manufactures and distributes solar energy solutions Stock 17.3 64,408
Evolution lll LP Energy & Climate Fund Fund units 13.3 51,595
Frontier Energy Fund I Energy & Climate Fund Fund units 57 100,881
Hospital Holdings Investment BV Sustainable Enterprises Health platform Stock 14.3 112,982
Ninety One Private Equity Fund 2 L.P. Sustainable Enterprises Fund Fund units 41 78,603
JCM Solar Capital Ltd Energy & Climate Solar and wind turbines Stock 21.2 227,570
Kasha Global Inc Sustainable Enterprises E-commerce platform for healthcare Preference 4.4 9,280
Metier Sustainable Capital Fund Il Energy & Climate Fund Fund units 9.6 82,612
Norsad Finance Limited, Africa Financial Inclusion Credit institutions Stock 16.7 50,052
Serengeti Energy Energy & Climate Energy producer Stock 13.1 155,988
TLG Credit Opportunities Fund Financial Inclusion Fund Fund units 18.6 59,571
Transform Health Fund Sustainable Enterprises Fund Fund units 10.0 3,310
Vantage Mezzanine Fund IV Financial Inclusion Fund Fund units 87 46,282
TIDE Africa Fund Il Sustainable Enterprises Fund Fund units 9.2 39,688
Total Africa 2,560,795
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Note 13 (cont.)

105

31.12.2023 Ownership

Company Sector’ Business activities Share class percentage Acquisition value
Asia

Baring India Private Equity fund Il Ltd, Mauritius Sustainable Enterprises Fund Fund units 71 35,304
Dolma Impact Fund Il Energy & Climate Fund Fund units 13.9 31,360
GEF South Asia Growth Fund Il Energy & Climate Fund Fund units 7.8 87,993
GEF South Asia Growth Fund IlI Energy & Climate Fund Fund units 6.6 5734
HealthQuad Fund I Sustainable Enterprises Fund Fund units 9.4 100,048
Husk Power Systems Inc Energy & Climate Mini-power grid - hybrid type Stock 9.8 82,080
Quadria Capital Fund Il Sustainable Enterprises Fund Fund units 41 129,508
Renewable Energy Asia Fund Il L.P. Energy & Climate Fund Fund units 7.4 129,437
SUSI Asia Energy Transition Fund Energy & Climate Fund Fund units 12.5 75,21
Total Asia 676,677
Eastern Europe

Horizon Capital Growth Fund IV Sustainable Enterprises Fund Fund units 5.0 24,136
Total Eastern Europe 24,136
Capitalised costs for the year 4,386
TOTAL ACQUISITION VALUE 3,265,993

"New sector subdivision as of 2023. The data for 2022 have been updated accordingly.
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Note 13 (cont.)

Specification of the Company’s directly owned holding of shares and fund units

106

31.12.2022 Ownership

Enterprise Sector’ Business activities Share class percentage Acquisition value
Africa

Accion Digital Transformation Fund Financial Inclusion Fund Fund units 10.0 27,848
Adenia Capital (lll) LLC Itd.( I&P), Africa Sustainable Enterprises Fund Stock 10.4 21,398
Afrinord Hotel Investment A/S, Africa Other Hotels Stock 20.0 470
Africa Renewable Energy Fund Il (AREF) Energy & Climate Fund Fund units 10.8 33,097
African Development Partners Il (DPI), Africa Sustainable Enterprises Fund Fund units 21 87,763
African Development Partners Ill (DPI), Africa Sustainable Enterprises Fund Fund units 2.8 107,706
African Rivers Fund IlI Financial Inclusion Fund Fund units 17.0 93,895
Africinvest Fund Ill LLC, Africa Sustainable Enterprises Fund Fund units 29 71179
Apis Growth Fund I, Africa Sustainable Enterprises Fund Fund units 2.6 23,222
Apis Growth Fund Il, Africa Sustainable Enterprises Fund Fund units 27 29,160
AFIG Fund Il Sustainable Enterprises Fund Fund units 74 68,409
BluePeak Private Capital Fund Financial Inclusion Fund Fund units 15.1 82,937
Catalyst Fund Il Sustainable Enterprises Fund Fund units 6.6 56,305
Climate Investor One Energy & Climate Fund Fund units 19 90,870
Climate Investor Two Energy & Climate Fund Fund units 7.6 21985
ECP Africa fund Il PCC, Africa Sustainable Enterprises Fund Fund units 27 86,788
Evolution Il Energy & Climate Fund Fund units 6.9 105,389
Evolution Il D.light Limited Energy & Climate Manufactures and distributes solar energy solutions Stock 17.3 64,408
Frontier Energy Fund Il Energy & Climate Fund Fund units 57 87,726
Hospital Holdings Investment BV Sustainable Enterprises Health platform Stock 14.3 12,982
Ninety One Private Equity Fund 2 L.P. Sustainable Enterprises Fund Fund units 41 77,048
JCM Solar Capital Ltd Energy & Climate Solar and wind turbines Stock 21.2 227,570
Kasha Global Inc Sustainable Enterprises E-commerce platform for healthcare Preference 9.0 9,280
Metier Sustainable Capital Fund Il Energy & Climate Fund Fund units 9.6 49,199
Norsad Finance Limited, Africa Financial Inclusion Credit institutions Stock 16.7 50,052
Serengeti Energy Energy & Climate Energy producer Stock 1.5 103,379
TLG Credit Opportunities Fund Financial Inclusion Fund Fund units 19.5 59,571
Vantage Mezzanine Fund IV Financial Inclusion Fund Fund units 10,5 13,375
Women Entrepreneurs Dept Fund Financial Inclusion Fund Fund units 18.9 1997
Tide Africa Fund Il Sustainable Enterprises Fund Fund units 10.0 36,676
Total Africa 1,901,685
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Note 13 (cont.)

107

31.12.2022 Ownership

Enterprise Sector’ Business activities Share class percentage Acquisition value
Asia

Baring India Private Equity fund Il Ltd, Mauritius Sustainable Enterprises Fund Fund units 71 40,516
Dolma Impact Fund Il Energy & Climate Fund Fund units 14.0 8,916
GEF South Asia Growth Fund Il Energy & Climate Fund Fund units 78 92,478
HealthQuad Fund II Sustainable Enterprises Fund Fund units 9.4 45,527
Husk Power Systems Inc Energy & Climate Mini-power grid - hybrid type Stock 10.2 m,456
Quadria Capital Fund Il Sustainable Enterprises Fund Fund units 2.5 132157
Renewable Energy Asia Fund Il L.P. Energy & Climate Fund Fund units 7.4 97,093
SUSI Asia Energy Transition Fund Energy & Climate Fund Fund units 16.3 20,138
Total Asia 548,280
Capitalised costs for the year 3,091
TOTAL ACQUISITION VALUE 2,453,056

"New sector subdivision as of 2023. The data for 2022 have been updated accordingly.
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Participations in group companies,
associates and joint ventures

Portfolio investments in group companies, associated companies,

joint ventures

Accumulated acquisition value 31.12.2023 31.12.2022
At the start of the year 35,105 331,932
Investments during the year

Reclassification

Sales during the year -296,827
Total acquisition value 35,105 35,105
of which: Listed Securities on the

stock exchange

Unlisted Securities 35,105 35,105
Accumulated write-downs 31.12.2023 31.12.2022
At the start of the year 14,636 -304,632
Reversed write-downs for the year 289,996
attributable to sales

Reclassification

Reversals for the year

Write-downs for the year

Total write-down at year-end -14,636 -14,636
Book value at year-end 20,469 20,469

108
Specification of the Company’s directly owned holdings of participations in associates and joint ventures
31.12.2023 Number Share of votes Acquisition
Affiliated companies Sector’ Business activities Ownership % of shares and capital % value
Company, Corporate ID and registered office
Africa
Emerald Addis Hotels plc, Ethiopia Other Hotels 270 37104 270 23,399
Gamma Knife Center S.A.F, Egypt Sustainable Enterprises Radiation Knife Clinic 24.3 27,000 24.3 6,756
Kinyeti Venture Capital Ltd, South Sudan Sustainable Enterprises Investment companies 49.0 1,470 49.0 4,951
Total Africa 35,105
TOTAL ACQUISITION VALUE 35,105
"New sector subdivision as of 2023. The data for 2022 have been updated accordingly.
31.12.2022 Number of Share of votes Acquisition
Affiliated companies Sector'’ Business activities Ownership % shares and capital % value
Company, Corporate ID and registered office
Africa
Emerald Addis Hotels plc, Ethiopia Other Hotels 27.0 37104 27.0 23,399
Gamma Knife Center S.A.F, Egypt Sustainable Enterprises Radiation Knife Clinic 24.3 27,000 24.3 6,756
Kinyeti Venture Capital Ltd, South Sudan Sustainable Enterprises Investment companies 49.0 1,470 49.0 4,951
Total Africa 35,105
TOTAL ACQUISITION VALUE 35,105
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% Loans receivable

31.12.2023 31.12.2022

Outstanding loans receivable, gross

Swedish currency

Foreign currency 2,354,572 2,178,810
Total 2,354,572 2,178,810
Accumulated write-downs
At the start of the year 262,825 171,304
Of which
Individual write-down: -17,891 -59,567
Reversed write-down: 106,338 2,367
Exchange rate/translation differences 1,621 -34,321
for the year
Total accumulated write-down -172,757 -262,825
Recognised value 2,181,814 1,915,985

109

Breakdown of the loan portfolio by country and currency

31.12.2023 31.12.2022

Of which, Of which,
Country Currency Loan amount impaired Loan amount impaired
Africa usbD 574,798 -13,877 566,927 -10,989
Africa EUR 218,800 -4,180 18,096 -9,295
Ethiopia usbD - 82,485 -82,485
Ethiopia EUR 24,123 -18,092 29903 22,427
Georgia usb 302,358 -5,896 313,044 -6,104
Global' usbD 60,375 -8,954 58,096 7,712
Global' EUR 82,222 -18,849 78,236 -13,151
India usD 403,144 7,861 417,392 -8,139
Kenya usbD 159,242 -3,01 164,870 EWITT
Nigeria usbD 84,655 -4,419 m,563 -5,397
Sri Lanka usD 60,472 -3,156 104,348 -5,446
South Sudan usbD 10,079 -79 o
Ukraine EUR 85,740 -42,870 90,577 -45,289
Vietnam usbD 251,965 -4913 -
Zimbabwe usbD 36,601 -36,601 43,273 -43,273
Total 2,354,572 -172,757 2,178,810 -262,825

"The 'Global’ category refers to investment with operations in the majority of African countries and Latin America.

Convertible loan receivables and participation loans

Borrowers
Addis Emerald Hotel
d.light

Jacaranda Maternity

Outstanding loan

Currency amounts in currency
EUR 2,168
usbD 4,280
usbD 800

Interest and
equivalent

Interest
Interest

Interest

Conversion rights
Yes
Yes

Yes
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% Loans receivable ECL
Expected credit losses Expected credit losses
Loans receivable recognised at 12-month expected for the remaining maturity period for the remaining maturity period Purchased or issued
amortised acquisition value credit losses (Stage 1)’ - non credit-impaired loans (Stage 2)2 - credit-impaired loans (Stage 3)2 credit-impaired loans? Total
As of 31 December 2023
Loans receivable, according to gross amount 1,858,236 323,461 172,875 ° 2,354,572
Provision for expected credit losses -31,685 -18,085 -122,988 = -172,757
Amortised acquisition value recognised in the 1,826,551 305,376 49,887 o 2,181,814
balance sheet
Provision for expected credit losses loan commitments 3,134 - - - 3,134
Expected credit losses Expected credit losses
Loss reserve for loans receivable at amortised 12-month expected for the remaining maturity period for the remaining maturity period Purchased or issued
acquisition value (total) credit losses (Stage 1)’ - non credit-impaired loans (Stage 2)2 - credit-impaired loans (Stage 3)2  credit-impaired loans? Total
Loss reserve as of 1 January 2023 28,701 13,204 222,549 o 264,454
Investments in loans receivable 8,837 - - 8,837
New loan commitments 493 o o 493
Outgoing loan commitments -821 o o -821
Refunds, including amortisation -4,663 -4,168 -13,353 = -22,184
Written-off amounts (recorded loan loss) - -83,645 - -83,645
Transfers -
To 12 months of expected credit losses (Stage 1) - - - -
To expected credit losses for the remaining maturity period -1,231 -8,972 o o -7,741
- non credit-impaired loans (Stage 2)
To expected credit losses for the remaining maturity period o o o -
- credit-impaired loans (Stage 3)
At the year-end 31,315 18,008 125,552 o 174,875

Total amount of non-discounted expected credit loss for
credit-impaired loans receivable accrued during the year.

Written-off amounts still outstanding, but still subject to
compliance measures.

' The above table also includes loss reserve on accrued interest.

2 Expected credit losses evaluated on a collective basis, except for loans receivable to banks.

3 Expected credit losses are evaluated on an individual basis.
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Note 16 (cont.)

Gross value of loans receivable at

12-month expected

Expected credit losses
for the remaining maturity period

Expected credit losses
for the remaining maturity period

Purchased or issued

m

amortised acquisition value (total) credit losses (Stage 1)’ - non credit-impaired loans (Stage 2)2 - credit-impaired loans (Stage 3)2 credit-impaired loans? Total
Gross value as of 1 January 2023 1,674,088 250,719 285,111 o 2,209,918
Investments in loans receivable 496,699 ° ° 496,699
Refunds, including amortisation 126,045 -85,078 -17,893 = -229,016
Written-off amounts (recorded loan loss) - -83,645 - -83,645
Transfers
To 12 months of expected credit losses (Stage 1) - - - -
To expected credit losses for the remaining maturity period -157,801 148,757 o o -9,044
- non credit-impaired loans (Stage 2)
To expected credit losses for the remaining maturity period o o o -
- credit-impaired loans (Stage 3)
At the year-end 1,886,941 314,398 183,573 S 2,384,912
' The above table also includes loss reserve on accrued interest.
2 Expected credit losses evaluated on a collective basis, except for loans receivable to banks.
3 Expected credit losses are evaluated on an individual basis.

Expected credit losses Expected credit losses
Loans receivable recognised at amortised 12-month expected for the remaining maturity period for the remaining maturity period Purchased or issued
acquisition value credit losses (Stage 1)’ - non credit-impaired loans (Stage 2)2 - credit-impaired loans (Stage 3)2 credit-impaired loans? Total
As of 31 December 2022
Loans receivable, according to gross amount 1,649,531 255,041 274,238 ° 2,178,810
Provision for expected credit losses -28,858 13,311 -220,656 o -262,825
Amortised acquisition value recognised in the 1,620,673 241,730 53,582 - 1,915,985
balance sheet
Provision for expected credit losses loan commitments 3,462 = o o 3,462
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Note 16 (cont.)

Loss reserve for loans receivable at

12-month expected

Expected credit losses
for the remaining maturity period

Expected credit losses
for the remaining maturity period

Purchased or issued

12

amortised acquisition value (total) credit losses (Stage 1)’ - non credit-impaired loans (Stage 2)2 - credit-impaired loans (Stage 3)2 credit-impaired loans? Total
Loss reserve as of 1 January 2022 22,207 25,516 125,423 - 173,146
Investments in loans receivable 10,335 363 18,394 ° 29,092
New loan commitments 480 - - 480
Outgoing loan commitments -691 o o -691
Refunds, including amortisation -1,732 ° ° -1,732
Written-off amounts (recorded loan loss) - -636 - -636
Transfers -
To 12 months of expected credit losses (Stage 1) - - - -
To expected credit losses for the remaining maturity period 1,763 5,446 o o 3,683
- non credit-impaired loans (Stage 2)

To expected credit losses for the remaining maturity period -135 -18,121 79,368 o 61,112
- credit-impaired loans (Stage 3)

At the year-end 28,701 13,204 222,549 - 264,454

Total amount of non-discounted expected credit loss for
credit-impaired loans receivable accrued during the year.

Written-off amounts still outstanding, but still subject to
compliance measures.

' The above table also includes loss reserve on accrued interest.

2 Expected credit losses evaluated on a collective basis, except for loans receivable to banks.

3 Expected credit losses are evaluated on an individual basis.
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Note 16 (cont.)

Gross value of loans receivable at

12-month expected

Expected credit losses
for the remaining maturity period

Expected credit losses
for the remaining maturity period

13

Purchased or issued

amortised acquisition value (total) credit losses (Stage 1)’ - non credit-impaired loans (Stage 2)2 - credit-impaired loans (Stage 3)2 credit-impaired loans? Total
Gross value as of 1 January 2022 1,370,240 250,744 134,229 S 1,755,213
Investments in loans receivable 503,824 6,964 18,567 529,355
Refunds, including amortisation -97,676 = -97,676
Written-off amounts (recorded loan loss) - -636 -636
Transfers
To 12 months of expected credit losses (Stage 1) - - -
To expected credit losses for the remaining maturity period -90,447 104,376 o 13,929
- non credit-impaired loans (Stage 2)
To expected credit losses for the remaining maturity period -11,853 -111,365 132,951 9,733
- credit-impaired loans (Stage 3)
At the year-end 1,674,088 250,719 285,111 = 2,209,918
" The above table also includes loss reserve on accrued interest.
2 Expected credit losses evaluated on a collective basis, except for loans receivable to banks.
3 Expected credit losses are evaluated on an individual basis.
DESCRIPTION OF METHODS FOR CALCULATING EXPECTED CREDIT LOSSES
See also Note 21 for a more detailed description of the Swedfund loan loss model.
% Collateral received @ Prepaid expenses and accrued income
It occurs that Swedfund AB in connection with loan 31.12.2023 31.12.2022
receivables has collateral in the form of buildings, ma- Prepaid expenses 5750 4,546
chinery, etc. Given the markets in which Swedfund’s ) ) ) . .
. X . Accrued interest income, interest-bearing securities 10,581 16,621

borrowers operate, this collateral is not considered to

Accrued interest income, loans receivable 27918 18,987
have any value.

Other accrued income 2,938 1,408

Total 47,186 41,562
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@ Interest-bearing securities

31.12.2023

Reserve for

Average expected credit Recognised
Specification of securities Rating maturity, years Gross value losses (Stage1) value
Bills AAA 0.42 1,461,464 o 1,461,464
Treasury bond AAA 573 101,353 - 101,353
Covered bonds AAA 1.03 678,669 - 678,669
Municipal certificates AAA 0.75 102,600 o 102,600
Government securities US AAA 0.87 2,166,015 - 2,166,015
Government securities DE AAA 0.83 362,291 - 362,291
Intergovernmental organisations AAA 0.47 60,371 o 60,371
Total bonds and other 4,932,762 - 4,932,762

interest-bearing securities

All interest-bearing securities are attributed to Stage 1, i.e. there has been no significant credit deterioration

since initial recognition.

31.12.2022
Reserve for

Average expected credit Recognised
Specification of securities Rating maturity, years Gross value losses (Stage1) value
Bills AAA 0.08 668,124 o 668,124
Treasury bond AAA 379 344,256 - 344,256
Covered bonds AAA 0.46 1,061,253 - 1,061,253
Municipal certificates AAA 0.14 540,466 o 540,466
Government securities US AAA 0.84 1,809,005 - 1,809,005
Government securities DE AAA 0.83 97,009 - 97,009
Intergovernmental organisations AAA 1.43 21,313 o 21,313
Total bonds and other 4,541,426 - 4,541,426

interest-bearing securities

As the finance policy only allows for the placement of government-guaranteed papers and covered bonds, the

estimated reserve for expected credit losses is intangible and therefore not recorded. As of 31 December 2023,

the reserve for credit losses amounted to approximately SEK 0.

@ Financial risks

Introduction

Swedfund invests in places in the world where,
although there is a strong need for foreign capital,
private investors often consider the risks to be too
high. As aresult, it is in these investments that Swed-
fund’s greatest risks are to be found. In its operations,
Swedfund is exposed to a variety of risk factors, some
of which are not easily influenced.

Sound risk management is both a prerequisite for
the business and an enabler for improvements in
development results. The company’s management of
financial risks is regulated by a Finance Policy, which
is established by the board of directors. The Finance
Policy contains, inter alia, rules for the financial re-
porting, including risk exposure and sensitivity anal-
ysis, that is to be provided to the board of directors on
an ongoing basis.

Capital structure

The dimensioning of Swedfund’s equity is governed
by a commission from the State. Swedfund is thus fi-
nanced (with the exception of Swedpartnership, Tech-
nical Assistance and Swedfund Project Accelerator,
which are appropriations funded) by capital injections
from the state and by accumulated earnings from its
operations. Borrowing on the market to finance the
business can be carried out following a decision by the
Board. No such borrowing has taken place to date.

Risk management

In its financial risk management, Swedfund operates

according to the following basic principles:

» Swedfund shall have a low debt-to-equity ratio

» Swedfund shall maintain a satisfactory liquidity
buffer/available funds

« Credit risks shall not be protected by financial

 Financial risks in the management of the company’s
own liquid assets must be minimised where finan-
cially reasonable and practicable

* Currency risks should not normally be protected by

» Operational risks must be identified and
monitored closely

114

* Wherever possible, incomes/expenses attributable
to financial activities must allocated to the invest-
ment they concern

Swedfund’s board of directors has established risk
limits applicable to the company’s financial policy
for exposure to liquidity risk and interest rate risk.

In addition, restrictions on country and counterparty
exposure have been established in the company’s
Risk Policy.

The company’s financial transactions and risks are
jointly managed on an ongoing basis by Swedfund’s
investment organisation and Finance Department.
The Finance Department is responsible for liquidity
management and the reporting of financial risks to
the board of directors.

Swedfund classifies financial risks as:

« Commerecial credit/share price risk
¢ Financial credit risk

« Interest rate risk

¢ Currency risk

« Liquidity risk

Commercial credit/share price risk

DEFINITION

Swedfund’s commercial credit and share price risks
are attributable to the investment activities, i.e. from
investments in portfolio companies through shares,
funds or loans.

RISK MANAGEMENT

Credit and share price risks are managed through on-
going commercial control and financial follow-up of
the portfolio companies. In addition, limits have been
established for concentration and degree of exposure
per counterparty and year, and per country.

Financial credit risk

DEFINITION

Financial credit risk is the risk of a Swedfund counter-
party in a financial instrument being unable to fulfil
its payment obligation and thereby cause the Company
a financial loss. This exposure arises in relation to
liquid assets and interest-bearing investments.
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Note 20 (cont.)

RISK MANAGEMENT

Swedfund only employs credit institutions and other
players with a high credit rating. Swedfund invests
excess liquidity primarily in securities such as Treas-
ury bills, government bonds, municipal certificates
and covered mortgage bonds with a long-term credit
rating of AAA. See Note 19.

Interest rate risk

DEFINITION

Interest Rate risk is the risk that fair value or future
cash flows from a financial instrument may vary due
to changes in market interest rates. Interest Rate risk
may thus partly comprise changes in fair value (price
risk), together with changes in cash flow (cash flow
risk). A significant factor influencing interest rate risk
is the fixation period. Long fixation periods coun-
teract cash flow risk but increase price risk. Shorter
fixation periods counteract price risk but increase
cash flow risk. Swedfund is primarily exposed to inter-
est rate risk regarding the company’s loan receivables
linked to the investment activities, as well as loan lia-
bilities to Svensk Exportkredit which have historically
been used as currency hedging instruments.

RISK MANAGEMENT

Swedfund shall, if possible, use short fixation periods
on both loans and borrowings and on the placement
of liquid funds. In accordance with the Company’s
financial policy, the financial risks in the business

are controlled by limits i.e. the fixation periods of the
Company’s interest-bearing investments must remain
within certain time and monetary frameworks.

SENSITIVITY ANALYSIS - FIXED INTEREST

RATE PERIOD

As of 31 December 2023, the duration of Swedfund’s
interest rate exposure in the investment portfolio is
10.2 months. See the table below regarding fixed inter-
est rates in Swedfund’s lending and borrowing.

Loan portfolio

Interest Equivalent
conditions usD EUR SEK
Variable 1,502,670 50,229 1,552,899
Fixed 300,830 213,291 514,122
Mix2 51,420 63,373 14,794
Total 1,854,920 326,894 2,181,814

' Loans within the ICCF/EFP facilities are a mix of variable and fixed
interest rates.

SENSITIVITY ANALYSIS - INTEREST RATE RISK

A change in the market rate by +/-1 percentage point,
calculated on net Swedfund lending to investments

on 31 December 2023, would have an impact on profit
before tax of +/- TSEK 22,013. A calculation of the
effects on the interest-bearing securities at the closing
date would result in an increase in interest rates of

1 percentage point on the closing date, with an impact
on profit before tax of TSEK +/-41,646.

Currency risk

DEFINITION

Currency risk is the risk that the fair value or future
cash flows from a financial instrument may vary due
to changes in exchange rates. Swedfund’s exposure

to currency risks consists primarily of the risk of
fluctuations in the value of financial instruments, and
currency risk in expected and contracted cash flows.
These risks are referred to as transaction exposure.

RISK MANAGEMENT

On 6 December 2019, Swedfund’s board of directors
decided to cease the hedging of currency loans receiv-
able with effect from this date. This was the result of
anew way of looking at Swedfund’s business model,
where all flows from loans receivable in foreign cur-
rency are reinvested in the corresponding currency,
and thus no actual currency risk arises. During 2022,
it was decided to prematurely redeem the remaining
loans against SEK.

15
Swedfund’s greatest exposure is to the USD, but it also
has significant exposure to EUR; see the table below.
Currency risk exposure per CURRENCY
31.12.2023 usb EUR SEK total’
Shares and fund units 263,207 12,070 2,787,767
Participations in group companies, 992 - 20,469
associates and joint ventures
Loans receivable 184,043 29,382 2,181,814
Interest-bearing securities 221,566 32,821 4,932,762
Cash and bank balances 20,080 3,652 661,265
Total 689,888 77925 10,584,077

' Balance sheet

SENSITIVITY ANALYSIS - CURRENCY RISK

A change of +/- 10 percent in the Swedish kro-

na against other currencies as at 31 December
2023 would entail a change in profit before tax of
TSEK 783,000. The sensitivity analysis is based on
the assumption that all other factors (e.g. interest)
remain unchanged.

Liquidity risk

DEFINITION

Liquidity risk refers to the risk that liquid funds

are not available if necessary and that financing is
only partially possible, or not at all possible, or at an
increased cost.

RISK MANAGEMENT

The Company minimises liquidity risk by maintaining
adequate cash and investment placements in liquid
interest-bearing instruments to cover potential
financing needs. Under normal circumstances, they
shall be negotiable to liquid funds within a reasonable
time and to negligible transaction costs.

Swedfund has non-negligible liquidity in the balance
sheet, but there are a number of restrictions on avail-
ability. A proportion of the liquidity is pledged to SEK
as collateral for borrowings, another part is reserved
according to an internal process (documented in the
finance policy), for contracted, unpaid commitments.
The remaining liquidity represents a surplus and is
intended ti cover new future investments, unforeseen
events and the Company’s operating costs.
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% Financial instruments
Valuation of financial assets and liabilities as of 31 December 2023 Valuation of financial assets and liabilities as of 31 December 2022
Financial assets and liabilities Financial assets and liabilities
valued on the basis of acquisition value valued on the basis of acquisition value
Other Other Total Other Other Total
Loans financial financial Carrying Loans financial financial Carrying

receivable assets liabilities Amount Fair value receivable assets liabilities Amount Fair value
Financial assets Financial assets
Shares and participations o 2,787,767 2,787,767 3,375,906 Shares and participations 2,184,914 = 2184914 2,920,248
Participations in group companies, o 20,469 20,469 23,454 Participations in group companies, 20,469 o 20,469 24,628
associates and joint ventures associates and joint ventures
Loans receivable 2,181,814 2,181,814 2,181,814 Loans receivable 1,915,986 - - 1,915,986 1,915,986
Endowment insurance - - Endowment insurance 122 - 122 122
Other long-term securities o 738 738 738 Other long-term securities' 738 = 738 738
Other non-current financial assets - 8,600 8,600 8,600 Other non-current financial assets 8,600 - 8,600 8,600
Account receivables 60 60 60 Account receivables 9,000 - - 9,000 9,000
Other receivables - 7951 7951 7951 Other receivables 7951 - 7951 7951
Accrued income 27918 19,269 47186 47,186 Accrued income 18,987 22,574 - 41,562 41,562
Interest-bearing securities 4,932,762 4,932,762 4,944,242 Interest-bearing securities 4,541,426 o o 4,541,426 4,497,071
Cash and bank balances 661,265 661,265 661,265 Cash and bank balances 413,815 - - 413,815 413,815
Retained funds on behalf of others - 1,648 1,648 1,648 Retained funds on behalf of others 1,448 - 1,448 1,448
Total 7,803,819 2,856,441 o 10,660,261 11,262,864 Total’ 6,899,214 2,256,818 o 9,156,031 9,851,169
Financial liabilities Financial liabilities
Accounts payable o 7,579 7579 7,579 Liabilities to credit institutions o o o o
Other liabilities - 19,736 19,736 19,736 Accounts payable - 4,456 4,456 4,456
Accrued expenses o 382,339 382,339 382,339 Other liabilities’ o 15,989 15,989 15,989
Total o o 409,654 409,654 409,654 Accrued expenses' o 280,436 280,436 280,436

Total’ o o 300,881 300,881 300,881

" The comparative figures have been corrected compared with Swedfund IR 2022.
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Note 21 (cont.)

Introduction

Fair value is the price that would be obtained on the
sale of an asset, or paid for the transfer of a liability by
way of an orderly transaction between market partici-
pants at the measurement date.

Methods for the determination of fair value
FINANCIAL INSTRUMENTS LISTED ON AN

ACTIVE MARKET

For financial instruments listed on an active market,
fair value is determined on the basis of the asset’s
quoted bid price on the balance sheet date without the
addition of transaction costs (e.g. brokerage fees) at
the time of acquisition. A financial instrument is con-
sidered to be listed in an active market if quoted prices
are readily available on a stock exchange, by a trader,
broker, trade association, company providing current
price information or regulatory authority; and these
prices represent actual and regularly occurring mar-
ket transactions on a commercial basis. Any future
transaction costs of a disposal are not taken into ac-
count. For financial liabilities, fair value is determined
from the listed selling price. Instruments listed on an
active market can be found in the balance sheet under
Shares and fund units and Interest-bearing securities.
The majority of the company’s financial instruments
have been assigned a fair value with prices quoted on
an active market.

FINANCIAL INSTRUMENTS NOT LISTED ON AN
ACTIVE MARKET

If the market for a financial instrument is not
active, the company proposes the fair value by using
avaluation technique. The valuation techniques
used are based as much as possible on market data.
Company-specific data are used as little as possible.
At regular intervals, the company calibrates the val-
uation technique and tests its validity by comparing
the outcome of the valuation technique with prices
from observable current market transactions in the
same instrument. Valuation techniques are used
for the following classes of financial instruments:

Interest-bearing securities (when quotations in an
active market are not available), equity (when quo-
tations in an active market are not available), other
interest-bearing assets and liabilities. The applied
valuation models are calibrated so that the fair value
at initial recognition amounts to the transaction price,
and changes in fair value are then reported on an on-
going basis based on the changes that have taken place
in the underlying market risk parameters.

EQUITY AND INTEREST-BEARING SECURITIES

The fair value of financial instruments is calculated
(i) with reference to financial instruments that are
essentially the same or to recent transactions in the
same financial instrument, or if such data are not
available to (ii) future cash flows of principal and
interest discounted at current market rates on the
balance sheet date. In cases where discounted cash
flows have been used, future cash flows are calculated
on the basis of the management’s best estimate. The
discount rate used is the market-based interest on
similar instruments at the balance sheet date. When
other valuation models have been applied, input data
is based on market data as of the balance sheet date.

Holdings in unlisted shares are recognised at
acquisition value in cases where a reliable fair value
cannot be determined. The reason why they could not
be reliably valued at fair value is that, according to
the Company’s management, there exists too much
uncertainty in future cash flows and the risk adjust-
ment that needs to be made on the discount rate. The
company has no intention of disposing of its unlisted
shares within the immediate future.

The carrying amount of account receivables, other
receivables, liquid funds, trade payables and other
liabilities constitutes a reasonable approximation of
fair value.

The table below shows financial instruments valued
at fair value, based on how the classification in the
fair value hierarchy has been carried out. The various
levels are defined as follows:

Level 1 - Listed prices (unadjusted) in active markets
for identical assets or liabilities

Level 2 - Other observable inputs for the asset or
liabilities other than quoted prices included
in Level 1. This category includes instru-
ments that are valued based on quoted prices
in active markets for similar instruments,
quoted prices for identical or similar
instruments traded on markets that are not
active, or other valuation techniques where
all material inputs are directly and indirectly
observable on the market (i.e. either directly,
as quotations) or indirectly, as derived
from quotations.

Level 3 - Input for the asset or liability that is
not based on observable market data
(i.e. unobservable inputs and where the
valuation technique has a material impact
on valuation).

Transfers between Level 1and Level 2
According to IFRS, information must also be provided
on material transfers of instruments between Level
1and Level 2 and the reasons for these transfers
and principles for determining when the transfer is
deemed to have taken place. Movements TO each
level should be described separately from movements
FROM each level.

According to IFRS, examples of the principles for
timing of transfers are:
» The Date of the event that caused the transfer
* End of Reporting period

In Swedfund’s portfolio, no transfers took place
between level 1 and level 2 in either 2022 or 2023.

n

Reconciliation of fair values in Level 3
According to IFRS, disclosures shall be made in the
form of a reconciliation of changes from opening to
closing balance of the fair value of instruments valued
atlevel 3 of the valuation hierarchy. As regards trans-
fers between levels, according to IFRS information,
the reasons for these and the principles for determin-
ing when the transfer is deemed to have taken place.
In accordance with IFRS, the disclosure of unreal-
ised earnings on such assets and liabilities continues
to be owned at year-end.

Valuation techniques and significant
unobservable inputs

For recurring and non-recurring fair value valuations
attributable to Level 2 and Level 3 of the fair value hi-
erarchy, in accordance with IFRS, a description of the
valuation technique or valuation techniques and the
inputs used in the valuation at fair value is provided.

Methods for calculating expected credit losses
Financial assets other than shares and fund units and
participations in group companies, associates and
joint ventures are subject to provision for expected
credit losses. Provision for expected credit losses also
includes issued loan commitments.

The write-down for expected credit losses under
IFRS 9 is forward-looking and a loss risk reserve is
made when there is an exposure to credit risk — usual-
ly at initial recognition for an asset or receivable, but
also for issued loan commitments. Expected credit
losses reflect the present value of all deficits in cash
flows attributable to default either for the next 12
months or for the expected remaining maturity period
of the financial instrument, depending on the asset
class and credit degradation since initial recognition.
Expected credit losses reflect an objective, weighted
probability outcome that takes into account most sce-
narios based on reasonable and verifiable forecasts.

Swedfund applies the general method for its loan
receivables, liquid funds and short-term investments.
The general method applies an write-down model
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Note 21 (cont.)

with three stages, depending on the development of
credit risk during the period of the claim. For issued
credit-impaired loans receivable, there is no alloca-
tion of loan to different stages.

Expected credit losses are attributed to the product
by their probability of default, default loss, and default
exposure, except in the event that expected credit
losses are valued on the basis of historical credit loss
percentage and exposure at default. Added to these,
are the management’s forward-looking assessments
in the form of, for example, company information,
macroeconomic factors and sovereign risk. For cred-
it-impaired assets and receivables, an individual as-
sessment is made based on cash flow analysis, taking
into account historical, current and forward-looking
information. The valuation of expected credit losses
takes into account any collateral and other credit
enhancement in the form of guarantees.

Financial assets are reported in the balance sheet at
amortised acquisition value, i.e. net of gross value and
loss reserve. Credit loss provisions for loan commit-
ments are reported as other provisions until payment
is made of the loan.

Changes in loss provision are recognised in the
income statement as write-down for credit losses.

LOANS RECEIVABLE

Loan receivables are segmented into financial and
non-financial enterprises. The methodology for credit
loss provisioning in Stage 1for non-financial enter-
prises is based on historical credit loss percentage

combined with forward-looking factors. Financial
enterprises in Stage 1 are written down individually
according to a credit rating-based methodology predi-
cated on essentially external rating and an assessment
of default loss.

Loans receivable are considered to have a signifi-
cant increase in credit risk, Stage 2, when remission
has taken place or the official rating has dropped a
level. In addition, the Company has also established
anumber of criteria which constitute indications
or evidence of significant increases in credit risk for
individual loans or for groupings of loans receivable.
For loans receivable in Stage 2, the credit loss pro-
visions according to management’s assessment of
weighted probability of expected cash flows into the
expected timing of default compared with contracted
cash flows. Assessments are conducted on an
individual basis.

Loans receivable are considered as credit-impaired,
Stage 3, when there is an imminent risk of bankruptcy.
In addition, the management also has a number of
criteria which constitute indications or evidence that
aloan is considered to be credit-impaired for the
individual loan or for groupings of loans receivable.
For loans receivable in Stage 3, as well as for credit-
impaired issued loan receivables, credit loss provision
is conducted according to management’s assessment
of the weighted probability of expected cash flows
taking into account expected timing of default com-
pared with contracted cash flows. Assessments are
conducted on an individual basis.

INTEREST-BEARING SECURITIES AND CASH AND
BANK BALANCES

Interest-bearing securities and liquid funds consist
of bonds to the municipality and the state and liquid
funds that are essentially bank deposits in investment
grade rating banks. Interest-bearing securities and
cash and cash equivalents are depreciated according
to a credit rating-based methodology based on exter-
nal rating and the management’s assessment of loss
on default. Financial assets are considered to have a
significant increase in credit risk if the debtor receives
adowngrade in the rating under the investment

grade rating.

LIABILITIES TO CREDIT INSTITUTIONS
(INTEREST-BEARING LIABILITIES)

For the purposes of disclosure, the fair value of in-
terest-bearing liabilities is calculated by discounting
future cash flows of principal and interest discounted
at the current market rate.

CURRENT RECEIVABLES AND LIABILITIES

For current receivables and liabilities, such as account
receivables and account payables, with a lifespan of
less than six months, the carrying amount is consid-
ered to reflect fair value.

18
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Note 21 (cont.)
Assets and liabilities valued at fair value Assets and liabilities valued at fair value
31.12.2023 31.12.2022

Level1 Level 2 Level 3 Total Level1 Level 2 Level 3 Total
Financial assets Financial assets
Shares and participations - 3,375,906 3,375,906 Shares and participations © 2,920,248 2,920,248
Participations in group companies, - 23,454 23,454 Participations in group companies, = 24,628 24,628
associates and joint ventures associates and joint ventures
Loans receivable - 2,181,814 2,181,814 Loans receivable - 1,915,986 1,915,986
Endowment insurance - Endowment insurance - 122 - 122
Other long-term securities 738 738 Other long-term securities' o 738 o 738
Other non-current financial assets - 8,600 8,600 Other non-current financial assets - 8,600 8,600
Account receivables 60 60 Account receivables - 9,000 - 9,000
Other receivables 7951 7951 Other receivables - 7951 - 7951
Accrued income 47186 47186 Accrued income - 41,562 - 41,562
Interest-bearing securities 4,944,242 - 4,944,242 Interest-bearing securities 4,497,071 o 4,497,071
Cash and bank balances 661,265 - 661,265 Cash and bank balances' 413,815 - 413,815
Retained funds on behalf of others 1,648 1,648 Retained funds on behalf of others - 1,448 - 1,448
Total 5,605,506 67,583 5,589,775 11,262,864 Total' 4,910,886 70,821 4,869,461 9,851,169
Financial liabilities Financial liabilities
Accounts payable 7579 7579 Liabilities to credit institutions - -
Other liabilities 19,736 19,736 Accounts payable o 4,456 o 4,456
Accrued expenses 382,339 382,339 Other liabilities’ © 15,989 = 15,989
Total - 409,654 - 409,654 Accrued expenses' = 280,436 o 280,436

Total' = 300,881 S 300,881

' The comparative figures have been corrected compared with Swedfund IR 2022.
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% Maturity period analysis

31.12.2023
Maturity information

Non-discounted cash flows - contractual remaining maturity period

120

Contractual remaining maturity (non-discounted > 3 months >7 months >1year > 2 years >3 years Without Total nominal
value) and anticipated time of recovery On demand <3 months <6 months <1year <2 years <3 years <5years > 5 years maturity cash flows
Assets

Shares and fund units - - - 2,787,167 2,787,767
Participations in group companies, associates - - - 20,469 20,469
and joint ventures

Loans receivable - 9,863 42,506 343,087 378,776 647,471 478,950 281,162 - 2,181,814
Endowment insurance - - - - -
Other long-term securities - - - 738 738
Account receivables - 60 - - - 60
Other receivables - 7951 - - - 7951
Accrued income - 47186 - - - 47,186
Interest-bearing securities - 1,523,509 1,254,464 1,022,830 500,842 529,765 72,271 29,081 - 4,932,762
Cash and bank balances 661,265 - - - 661,265
Retained funds on behalf of others 1,648 - - - 11,648
Total 672,912 1,588,569 1,296,970 1,365,917 879,618 1,177,236 551,221 310,243 2,808,974 10,651,660
Liabilities

Accounts payable - 7,579 - - - 7,579
Other liabilities - 19,736 - - - 19,736
Accrued expenses - 382,339 - - - 382,339
Total - 409,654 - - - - - - - 409,654
Unrecognised loan commitments - 194,937 68,955 137910 - - 401,802
Operating leases - 2,265 2,121 4,090 8,296 7,820 10,120 34,712
Total difference - 197,203 71,076 142,000 8,296 7,820 10,120 - - 436,514
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Note 22 (cont.)

31.12.2022
Maturity information

Non-discounted cash flows - contractual remaining maturity period

121

Contractual remaining maturity (non-discounted > 3 months >7 months >1year > 2 years >3 years Without Total nominal
value) and anticipated time of recovery On demand <3 months <6 months <1year <2 years <3 years <5 years > 5 years maturity cash flows
Assets

Shares and fund units - - - 2184914 2,184,914
Participations in group companies, associates o o o 20,469 20,469
and joint ventures

Loans receivable @ 32,061 49,925 134,524 345,332 267,226 651,255 435,663 2 1,915,986
Endowment insurance - - - 122 122
Other long-term securities = © = 738 738
Account receivables - 9,000 - - - 9,000
Other receivables ° 7951 o ° o 7951
Accrued income - 41,562 - - - 41,562
Interest-bearing securities o 2,209,991 622,547 793,869 401,041 305,468 91,597 16,913 o 4,541,426
Cash and bank balances 413,815 o ° o 413,815
Retained funds on behalf of others 1,448 - - - 1,448
Total 425,263 2,300,565 672,472 928,393 746,373 572,694 742,852 552,576 2,206,243 9,147,431
Liabilities

Accounts payable a 4,456 o o o 4,456
Other liabilities s 15,989 = s = 15,989
Accrued expenses = 280,436 = = = 280,436
Total S 300,881 = = S = = = S 300,881
Unrecognised loan commitments o 245,523 135,681 62,666 o o 443,871
Operating leases : 2,566 1,540 3,042 7,349 7,305 14,573 2195 38,570
Total difference = 248,089 137,222 65,708 7,349 7,305 14,573 2,195 o 482,441
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Offsetting of financial assets and
financial liabilities

Swedfund has no financial assets or financial liabil-
ities that are subject to legally binding framework
agreements on netting or similar agreements with
a contractual right to offset.

% Provision for pension obligations

Swedfund has committed direct pension secured
through endowment insurance. The endowment in-
surance is pledged in favour of the pension obligation.

The pension obligation is exclusively dependent on
the value of the endowment insurance, recognised as a
financial fixed asset. Provision for pension obligations
does not constitute a provision for a pension under
the Act on the safeguarding of pension commitments
(tryggandelagen).

Endowment insurance  31.12.2023  31.12.2022

At the start of the year 122 414
Pension cost - -
Premium payments -122 -310
Change in value - 18
At the year-end - 122
Fair value of - 122

endowment Insurance

Provision for expected credit losses
on loan commitments

Carrying amount
at start of period

Provisions made
during the period
Amounts committed
during the period

Unutilised amounts
reversed during
the period

Increase/reduction
during the period of
discounted amounts

Other

31.12.2023
3,462

493

-821

31.12.2022
3,673

480

-260

-431

Carrying amount
at end of period

3,134

3,462

122
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% Credit risk exposure

Credit risk exposure gross and net as of 31 December 2023

Credit risk exposure
(before write-down)

Write-down/Provision

Recognised value

Credit risk exposure
with respect to collateral

123

Guaranteed collateral

Cash and deposits with banks 661,265 - 661,265 661,265
Loans receivable 2,354,571 172,757 2,181,814 2,181,814
Bonds and other interest-bearing securities
Government securities and other public bodies

AAA 4,254,094 - 4,254,094 4,254,094
Other Issuers

AAA 678,669 - 678,669 678,669

4,932,762 - 4,932,762 4,932,762 -

Total 7948,598 -172,757 7,775,841 7,775,841 -
Other assets
Issued loan commitments 401,802 3134 398,668 398,668
Total 401,802 -3134 398,668 398,668 -
Total credit risk exposure 8,350,400 175,891 8,174,509 8,174,509 -

Credit risk exposure gross and net as of 31.12.2022

Credit risk exposure
(before write-down)

Write-down/Provision

Recognised value

Credit risk exposure
with respect to collateral

Guaranteed collateral

Cash and deposits with banks 413,815 o 413,815 413,815 =
Loans receivable 2,178,810 262,825 1,915,986 1,915,986 2
Bonds and other interest-bearing securities
Government securities and other public bodies

AAA 3,480,173 C 3,480,173 3,480,173 @
Other Issuers

AAA 1,061,253 o 1,061,253 1,061,253 o

4,541,426 - 4,541,426 4,541,426 -

Total 7,134,051 -262,825 6,871,227 6,871,227 S
Other assets
Issued loan commitments 443,871 -3,462 440,409 440,409 -
Total 443,871 -3,462 440,409 440,409 S
Total credit risk exposure 7,577,922 -266,287 7,311,636 7,311,636 o
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Note 26 (cont.)

Concentration of credit risk,
as of 31 December

2023

2022

Number of % total number % share of Number of % total number % share of
Loans receivable borrowers of borrowers carrying amount borrowers of borrowers  carrying amount
Exposure <MSEK 50 9 38 9 10 45 n
Exposure MSEK 50-100 6 24 20 14 13
Exposure >SEK 100 million 9 38 7 9 41 76
Total 24 100 100 22 100 100
The three largest borrowers account for 35% (35%) of loans receivable.
X T
% Other liabilities Accrued expenses and % Pledged collateral
deferred income .
3112.2023  31.12.2022 Pledges and thus equivalent collateral pledged
Accounts payable 7579 4,456 for ov:n(jla:)):ph? and for such provisions
reportea obligations

Tax liabilities 65,030 87,655 3112.2023  31.12.2022 p 9
Personnel withholding tax 2161 1,551 Accrued holiday pay 5,538 4,608 31.12.2023  31.12.2022
Other liabilities 17,575 14,438 ~ Accrued social 8,097 7239 Bondsand )

security expenses other securities
Total 92,345 108,100 .

Accrued interest - Bank bills - 50

expenses, liabilities Total - 50
None of the Company’s liabilities are due more than to credit institutions
five years after the balance sheet date. Other accrued expenses 6,635 5,929

Deferred income 361996 262,660 Other pledged assets and equivalent collateral

(Technical Assistance, 31.12.2023  31.12.2022

Swedpartnership, Swed- )

fund Project Accelerator) F’Iedged endowment 122

insurance
Total 382,266 280,436 Total R 122

124

€ Contingent liabilities

The Company is involved in various processes and
legal proceedings that have arisen from its everyday
business. These claims relate to, but are not limited
to, the Company’s business practices, personnel
matters and tax issues. With regard to matters which
do not require provisions, the Company considers,
on the basis of information currently available, that
these will not have a significant negative effect on the
Company’s financial performance.

Commitments 31.12.2023  31.12.2022
Contracted unpaid 4,492,094 3,573,828
portfolio commitments

Total 4,492,094 3,573,828
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@ Cash flow statement

Adjustments for
items not included

in cash flow 31.12.2023  31.12.2022
Depreciation, amortisa- 202,475 108,003
tion and write-downs

Uncapitalised exchange 122,110 -224,661
rate differences

Sale of fixed assets -56,085 -81,999
Other non-cash items -450 -503
Total 268,050 -199,160

@ Transactions with related parties

Related party transactions are based on accepted
commercial terms in the industry and have been
concluded under normal commercial conditions.

For information on salaries and other remuneration,
costs and obligations relating to pensions and similar
benefits for the board of directors, the CEO and other
senior executives; see Note 5.

In addition, no transactions took place during the
financial year between Swedfund and related parties
which substantially affected the enterprise’s position
or performance.

@ Events after the balance sheet date

No significant events occurred after the balance
sheet date.

@ Proposal for allocation of profit

31.12.2023 31.12.2022

The following funds
are at the disposal
of the annual
general meeting:

Accumulated 8,176,594,584 6,723,761,479
profit/loss
Capital injection 1,460,000,000 1,200,000,000

Profit/loss for the year -36,938,687 254,013,827

9,599,655,897  8,177,775,305

is distributed
as follows:

To be carried forward  9,599,655,897 8,177,775,305

9,599,655,897  8,177,775,305

125
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Corporate governance report

Corporate governance in Swedfund

Swedfund is a limited company wholly owned by the
Swedish Government with a specific public policy as-
signment, which is set out in the Ownership instructions.

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

The Ownership instructions set out a number of
mission goals for the organisation. These are described
in more detail in the Directors’ Report under the Port-
folio companies’ results section on pages 62-77.

Both external and internal regulations form the ba-
sis for Swedfund’s governance. Swedfund applies the
Swedish Corporate Governance Code (“the Code”).
Deviations from this Code for the financial year are
explained below. The main reason behind such non-
conformities is Swedfund’s ownership circumstances,
with Swedfund being a wholly state-owned compa-
ny and thus not a listed enterprise with dispersed
ownership. The company’s auditors have conducted a
statutory review of the corporate governance report.

The State’s Ownership Policy, the owner’s instruc-
tions for the company, the articles of association and the
goals established by the general meeting and the board
of directors govern the operation. Swedfund’s strategy
and policy documents form the starting point for the
implementation of the mission. Swedfund’s policies
form akey part of the company’s values, governance and
internal control, and are continually being incorporated
into working methods and agreements. The training of
Swedfund staff and external board members amongst

the portfolio companies is ongoing. The company is
also affiliated to a number of international conventions
and regulations which have impacted on the working
methods that are followed in different ways.

The Code of Conduct

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

DEVIATIONS FROM THE CODE OF CONDUCT
Swedfund deviated from the provisions of the Code of
Conduct during the 2023 financial year with regard to
the following points:

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

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

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

Corporate governance amongst the

portfolio companies

As regards investments through equity, Swedfund
normally has a role as a minority shareholder,

but normally endeavour to ensure that it holds a
board position. In connection with fund invest-
ments, Swedfund is often represented on the fund’s
advisory board. Through active ownership based on
the three pillars (Impact on society, Sustainability

and Financial viability), governance and follow-up
take place through, amongst other things, board
work, self-evaluations and ESG advocacy work. The
management of Swedfund’s investments involves
incorporating the company’s policies in investment
agreements as and when appropriate. Funds for
Technical Assistance (TA) can also be used as a tool
for quality-enhancing efforts among the portfolio
companies. Information on the development of the
portfolio companies is obtained through regular own-
er dialogues, the follow-up of annual reports and other
agreed information. Swedfund strives to maintain

Governing documents
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an active dialogue with stakeholders such as owners,
business partners, civil society organisations, trade
unions and media representatives. For further infor-
mation, read Swedfund’s stakeholder and materiality
analysis on pages 138-139.

Votes and owners

Swedfund is a limited liability company which is
wholly owned by the Swedish government. The general
meeting is the supreme decision-making body within
Swedfund, and it is through participation in this
meeting and the owner dialogue that the Swedish State

Important internal )

regulations and
governing documents

Important external requlations

® Ownership instructions

e Articles of association

® Board of director’s rules of procedure

e Delegation of authority policy and
authorisation policy

e Swedfund's strategic goals concerning sustainable
value creation

e Policies and code of conduct in accordance with
Swedfund's Ethical compass; see pages 56-57

e Strategy and business plan

Swedish Companies Act

Accounting legislation and recommendations
The State’s Ownership Policy and Guidelines for
State-Owned Enterprises

Swedish Code of Corporate Governance
International and transparency commitments
and guidelines in accordance with the Ethical
compass; see page 57
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exerts its influence on the company. The Ministry of Fi-
nance is responsible for managing the state’s ownership
of Swedfund, while the Ministry of Foreign Affairs is
responsible for the company’s development coopera-
tion policy. Invitations to the annual general meeting
and extraordinary general meetings at which matters
concerning the amendment of the articles of associa-
tion will be considered must be distributed no earlier
than six weeks and no later than four weeks before the
meeting. Invitations are issued through publication in
the Postal and Inrikestidningar gazette and on Swed-
fund’s website. A Member of Parliament has the right to
be present at the meeting and to ask the company ques-
tions during the meeting. Under normal circumstances,
the meeting is also open to the general public.

THE TASKS OF THE ANNUAL GENERAL MEETING

INCLUDE REACHING DECISIONS CONCERNING:

¢ Adoption of the income statement and balance sheet

* Appropriation of the company’s profit or loss

¢ Discharge from liability for the board of directors
and the CEO

* Election of the board of directors, chair of the board
and auditors

¢ Determination of fees to the board of directors
and auditors

« Amendments to the articles of association

« Ownership instructions for the organisation,
including mission goals and financial goals

* Guidelines for remuneration to senior executives
and approval of the remuneration report

ANNUAL GENERAL MEETING 2023

Swedfund’s Annual General Meeting was held on 25
April 2023 at Westmanska Palatset in Stockholm. The
meeting was open to the general public, and minutes
from annual general meetings are made available

on Swedfund’s website. The annual general meeting
adopted the income statement and balance sheet as of
31 December 2022 and discharged the members of the
board of directors and the CEO from liability for the
2022 financial year.

The annual general meeting also presented proposals
for appropriation of the profit and proposals concerning
guidelines for remuneration of the senior management,
and prepared the remuneration report for 2022. Ernst
& Young AB was re-elected as auditor by the annual
general meeting, with Jesper Nilsson as the lead auditor.

EXTRAORDINARY GENERAL MEETING 2023

An extraordinary general meeting was held on Tuesday
24 October 2023 at Westmanska Palatset in Stockholm.
This extraordinary general meeting was open to the
general public, and minutes are available on Swedfund’s
website. The extraordinary general meeting resolved to
elect Josefine Ekros Roth as a board member.

Board of directors

According to the articles of association, the board of di-
rectors must consist of at least six and no more than nine
members without deputies. The annual general meeting
shall appoint the chair of the board. If the chair leaves
his or her post during their term of office, the board of
directors must elect a chair from amongst its members
for the period through until the end of the general meet-
ing when the new chair is elected by the meeting.

Key issues for the board of directors during 2023

FEBRUARY APRIL
Year-end report, portfolio report,
investment matters, ownership
report, capital injection for 2022 matters
and request for 2023

Constituting items, portfolio
report, interim report, investment

COMPOSITION OF THE BOARD

Board member Jonas Eriksson resigned in connec-
tion with the 2023 annual general meeting. At the
annual general meeting, Catrina Ingelstam, Daniel
Kristiansson, Roshi Motman, Kerstin Borglin, Torgny
Holmgren and Catrin Fransson were re-elected as
board members, and Caroline af Kleen and Anna
Stellinger were newly elected. Following the annual
general meeting, the board of directors comprised
eight members, split between six women and two
men. Catrin Fransson was re-elected as chair of the
board. No member of Swedfund’s executive manage-
ment is a member of the board of directors. During the
year, Daniel Kristiansson resigned as a board member
and was replaced by Josefine Ekros Roth at the
extraordinary general meeting. Information about the
board members is provided on pages 132-133.

RESPONSIBILITIES AND DUTIES OF THE

BOARD OF DIRECTORS

The board of directors is required to continuously
assess the company’s financial situation, and ensure
that the company achieves the established missions
and manages its resources appropriately. The board of

JULY
Investment matters,
interim report
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directors must ensure that the company’s organisa-
tion is such that accounting, financial management
and the company’s financial circumstances generally
are subject to satisfactory controls. The board of
directors must ensure that the company has effective
systems in place for monitoring and controlling the
company’s operations, and shall keep itself informed
and evaluate how the company’s internal control
systems are functioning. The board of directors makes
business decisions concerning issues that fall outside
the scope of day-to-day management and the delegat-
ed mandate of the CEO, which includes, for example,
major investment decisions. The board of directors
is responsible for establishing goals and a strategy
for the company’s operations. It is the responsibility
of the board of directors to integrate sustainable
business into the company’s business strategy and
business development, and to establish strategic
goals for sustainable value creation in accordance
with the Ownership Policy. The board of directors is
responsible for the company’s risk management and
compliance. This means that the board of directors

is responsible for ensuring that risks associated with
the company’s operations are continually identified,

OCTOBER
Interim report, portfolio report,
investment matters, business plan

MARCH JUNE
Integrated report 2022, notice
and resolutions in advance of
the annual general meeting,
investment matters

Policy issues, 2023 audit,
portfolio status report,
investment matters

SEPTEMBER

matters, strategy

Portfolio report, investment

DECEMBER

Business plan, 2024 budget,
internal audit, policy issues,
portfolio status report,
investment matters
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Board of directors  Audit commit-

Member Position meetings tee meetings
Catrin Fransson Chair of the Board n/m
Torgny Holmgren Board member, Member of the Audit Committee 9/ 6/6
Catrina Ingelstam Board member, Chair of the Audit Committee n/m 6/6
Daniel Kristiansson Board member, Member of the Audit Committee 8/ 4/6
(to September 2023 inc.)
Kerstin Borglin Board member 8/M
Roshi Motman Board member 10/m
Jonas Eriksson Board member (until the 2023 Annual General Meeting) 3/1
Anna Stellinger Board member (from the 2023 Annual General Meeting) 8/1
Caroline af Kleen Board member, Member of the Audit Committee 8/1 3/6

(from the 2023 Annual General Meeting)

Josefine Ekros Roth Board member, Member of the Audit Committee 2/1 1/6
(from the extraordinary general meeting 2023)

analysed and managed appropriately, and that there
is adequate control over the company’s compliance
with laws and other rules that apply to the company’s
operations. The board of directors is also responsible
for establishing, implementing and following up the
policy documents and other forms of governing doc-
uments relevant to the organisation, such as the rules
of procedure of the board of directors and the audit
committee, and the CEO’s instructions. Amongst other
things, these policy documents set out how respon-
sibilities and authorities are delegated between the
board of directors, the chair of the board and the CEO.

The board of directors has established an integrated
audit committee whose duties are aimed at the quality
assurance of external financial and sustainability
reporting, and ensuring that the company has ap-
propriate risk management in place, that established
principles for external reporting and internal control
are complied with, and that Swedfund undergoes
qualified, effective and independent auditing. The
Audit Committee also prepares sustainability-related
matters, such as the sustainability policy and anti-cor-
ruption policy, as well as significant sustainability
issues for consideration by the board of directors.

The Audit Committee consists of four board mem-
bers appointed annually by the board of directors.
Since the inaugural board meeting in 2023, the Audit

Committee has consisted of Catrina Ingelstam (chair),
Daniel Kristiansson, Torgny Holmgren and Caroline
af Kleen. Josefine Ekros Roth was appointed as a
member of the Audit Committee in October following
Daniel Kristiansson’s resignation from the board.

The board is responsible for maximising value crea-
tion in Swedfund, and for ensuring that the operation is
managed in a way which promotes sustainable develop-
ment, financially, socially and environmentally and as
regards climate. The board of directors is responsible for
the company’s organisation and management of its af-
fairs in the interests of the company and the sharehold-
er. The board of directors is responsible for ensuring
that the company acts as a role model within the field
of sustainable business and also otherwise operates in a
manner that is worthy of public confidence. The board
of directors appoints the chief executive officer (CEO)
and determines the salary and other benefits of the CEO.

CHAIR OF THE BOARD

The chair is responsible for annually evaluating the
work of the board of directors and for ensuring that
the evaluation is reported as and when relevant to

the owner’s nomination administrator. The 2023
board evaluation was carried out within the board and
involved a collective evaluation of the work and exper-
tise of the board of directors. As and when necessary,

the chair participates in connection with important
contacts and represents the company in relation to
ownership matters. The chair of the board is also re-
sponsible for maintaining contact with representatives
of the company’s owners with the aim of coordinating
his or her views with these representatives when the
company must make particularly important decisions.

THE WORK OF THE BOARD OF DIRECTORS AND
THE AUDIT COMMITTEE DURING 2023
During 2023, the board met on eleven occasions, which
included seven ordinary meetings, two extraordinary
meetings and two meetings by letter. Amongst other
matters, the meetings considered investment cases
and the business operation based on the three pillars
(impact on society, sustainability and financial viability),
annual and interim financial statements and related re-
ports, updated strategy and business plan, mission goals,
budgets, policy issues, organisational and staffing issues,
and evaluation of the work of the board of directors and
the CEO. During 2023, board meetings were predomi-
nantly conducted in the form of physical meetings.

In 2023, the Audit Committee met on six occasions,
with the meetings being conducted in both digital
and physical format. Amongst other things, the Audit
Committee has prepared questions regarding interim
reports and integrated reporting for 2022 (includ-
ing the annual report, sustainability and corporate
governance report), Risk/Internal Control, policy
updating, audit plans for internal and external audits,
and reporting and follow-up of audit reports and
previous observations from the auditors.

CEO and company management

Maria Hakansson has been CEO of Swedfund since
2018. The CEO is responsible for the ongoing manage-
ment of the company’s operations with the care and

to the extent necessary to ensure that operations are
carried out in accordance with applicable legislation,
the articles of association, the CEQ’s instructions and
the board of directors’ instructions and the State’s
Ownership Policy. The CEO signs on behalf of the com-
pany’s with regard to the ongoing administration of the
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company within the adopted budget. Decisions within
the CEO’s own decision-making remit are reported
to the board of directors at the next meeting. When a
member of the management group signs on behalf of
the company, this is also reported at the next meeting.
Management work is coordinated by a management
team based on Swedfund’s organisation. At the end
of 2023, the management group comprising a total
of eight people consisting of the CEO and the Chief
HR & Administration Officer, Chief Legal Counsel,
Chief Financial Officer, Chief Strategy & Commu-
nications Officer, Chief Investment Officer, Chief
Sustainability Officer and Chief Business Develop-
ment & Special Operations Officer. The management
group is responsible for proposing and implementing
strategies and business plans, budgets and operational
planning, governance and organisational issues, and
for monitoring Swedfund’s financial development and
initiatives relating to sustainability.

Auditors

The State’s Ownership Policy states that responsibil-
ity for the election of elected auditors in state owned
companies always rests with the owner. Proposals for
the election of auditors and approval of auditors’ fees
in companies with state ownership are submitted by
the board of directors. Auditors are normally appoint-
ed for a term of one year at a time. The auditors are
accountable to the owner at the general meeting and
submit audit reports concerning Swedfund’s integrat-
ed reports and the board of directors’ management.
The auditors submit a summary report on the audit

to the audit committee and the board, partly in con-
nection with the performance audit and the general
review of the interim report for January to September
and partly in connection with the audit of the annual
financial statements. The external auditors participat-
ed in five of the Audit Committee’s meetings during
2023 and one board meeting. The remuneration paid
to the auditors is presented in Note 6.
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Remuneration of senior executives

Swedfund applies the Government’s guidelines for
persons in managerial positions (see the “Guidelines
for the remuneration of senior executives at Swedfund
International AB”, which can be found on Swedfund’s
website). The remuneration conditions for the CEO
and other senior executives are presented in Note 5
on page 99. Swedfund also prepares a Remuneration
Report for approval by the annual general meeting.

Internal control regarding financial reporting
Under the Companies Act and the Code, the board of
directors is responsible for ensuring that the company
has good internal controls in place. This report has
been prepared in accordance with Chapter 6 Section

6 of the Swedish Annual Accounts Act, and Articles
7.3-7.4 of the Code, and is limited to the internal
controls regarding financial reporting. Effective board

Corporate governance structure

work forms the basis for good internal control. Swed-
fund’s internal controls can be described based on the
following five main areas.

GOVERNANCE AND CONTROL ENVIRONMENT
The basis for internal controls regarding financial
reporting is the control environment. The board
of directors has overall responsibility for financial
reporting, which primarily refers to interim reports
(quarterly) and the integrated reports (annual). Every
year, the board of directors adopts a set of written rules
of procedure for its work, and specifies the division of
work between the board of directors on the one hand
and the CEO and the audit committee on the other.
The audit committee appointed by the board of di-
rectors is tasked with preparing matters for decisions
by the board. The audit committee works according
to an adopted annual schedule and is responsible for

monitoring and quality assurance of the company’s
financial reports. This task covers areas such as the
effectiveness of the company’s internal control, risk-
based annual plan for internal audits, assessments

of estimates and reported values which could impact
on the quality of financial reports, as well as the
follow-up of observations from external and internal
audits. The audit committee also keeps itself informed
concerning the auditing of the annual integrated
reporting (including the annual report and reports
regarding corporate governance and sustainability)
and the management through regular attendance of
the committee’s meetings by the company’s auditors.
The CEO, CFO and CSO are co-opted to the commit-
tee’s meetings, and the committee’s members are
also in regular contact with these executives between
ordinary meetings.

Governing documents

—> Selects/appoints/initiates

—— Informs/reports
Owner & board of N
directors The State —>  Annual general meeting Auditors
—
Board of directors Audit committee
JTE 21
Internal
organisation
CEO Internal auditors
| 1
N2 Nz N2l N N2
N Strategy & N
ESG & Impact Investment organisation Lawyers Communication Economy & Finance

Project Accelerator
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One aspect of the board of directors’ work is to pre-
pare, update and approve a number of fundamental
policies which govern the company’s work. The board
of directors issues guidelines which set out the con-
ditions for an organisational structure with the clear
delegation of powers and responsibilities documented
in a set of instructions for the work of the CEO and in
a policy concerning the delegation of authority. Based
on these, internal rules, processes and structures are
created which form the basis for internal governance
and control throughout the organisation. Financial
policy, risk policy, sustainability policy, accounting
and reporting instructions and an investment manual
set out the framework and provide guidance in key
areas for the company’s financial reporting.

The competence of the employees and the core val-
ues that the board of directors and the management
operate on the basis of and communicate also form a
significant part of the control environment. The CEO
is tasked with establishing guidelines to ensure that
all employees understand the requirements regarding
the maintenance of ethical values and the role of the
individual in this task, which is partly governed by
Swedfund’s Code of Conduct. The Code of Conduct
adopted by the board of directors, which all Swedfund
employees have undertaken to follow, includes a sec-
tion to prevent conflicts of interest and other similar
situations from arising. Among other things, this
states that employees are not permitted to participate
in projects where a conflict of interest could arise or
where there are parallel assignments which could
jeopardise the employee’s loyalty to Swedfund. To
ensure compliance, there is a process where employ-
ees are under an obligation to declare any conflicts of
interest and parallel assignments every year or as and
when necessary.

RISK ASSESSMENT

There may be a risk of material misstatement in the
financial statements in connection with the account-
ing and valuation of assets, liabilities, income and
expenses, collection and compilation of sustainability
information or deviations from information require-
ments. Other risks relating to financial reporting
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include fraud, loss or misappropriation of assets, or
undue favouring of other parties at the company’s
expense. Accounting and financial reporting policies
and directives and associated processes cover areas of
particular importance in order to promote accurate
and complete accounting, reporting and information
provision at the right time.

Identified risk types are managed through
well-defined business processes with integrated risk
management measures, as well as through the clear
division of responsibility and tasks, and an appropri-
ate decision-making policy. This means that specific
approval is required for investments and other impor-
tant transactions to ensure that assets are managed
appropriately. The company’s risks are managed in ac-
cordance with the board of directors’ established risk
policy and financial policy, and reporting concerning
financial risks takes place on a regular basis.

In connection with the evaluation of new invest-
ments, detailed analyses (due diligence) are carried
out of factors such as expected impact on society,
sustainability risks and developments in financial
results and position. Based on the assessment of im-
pacts and risks, the terms of the investment contracts
are also included as and where necessary in order to
reduce risk exposure. Find out more about Swedfund’s
management of financial risks in Notes 20 and 26, and
general information about Swedfund’s risks and risk
management on pages 46-47.

CONTROL ACTIVITIES
To ensure that financial and sustainability reports
present a true and fair picture of the business and
maintain the desired level of quality, Swedfund’s pro-
cesses include various control activities. These con-
trol activities involve every level of the organisation,
from the board of directors and the management to
other employees, and are intended to prevent, detect
and correct any errors and non-conformities.
Outcomes are followed up on a monthly basis with
respect to budgets and/or forecasts and liquidity
monitoring within the company and reported at all
board meetings. Examples of other control activities
within Swedfund’s operation include the approval and

control of different types of accounting transactions,
reconciliations, analysis of key ratios and relation-
ships, as well as other follow-up of financial informa-
tion, which are carried out on an ongoing basis by the
corporate management and the finance function.

In addition to this, portfolio company reviews are
conducted regularly for each sector, where portfolio
holdings are evaluated based on the three pillars of
impact on society, sustainability and financial viabil-
ity. These meetings are attended by certain members
of the management group with the responsible invest-
ment manager as rapporteur. The portfolio’s status is
reported to the board of directors on a quarterly basis
based on the three pillars through a portfolio report.

Swedfund has developed an investment process to
ensure that high levels of quality are maintained dur-
ing the preparation of investment cases. In connec-
tion with the evaluation of new investments, a special
process has been established where an investment
committee, comprising the management group and
the person responsible for the specific project, eval-
uates a potential investment in two stages before it is
presented to the board of directors for a final decision.

The process of active ownership amongst the port-
folio companies involves the investment organisation
taking responsibility for continually monitoring de-
velopments within the three pillars of impact on soci-
ety, sustainability and financial viability by obtaining
and analysing financial and non-financial reports,
conducting visits and actively participating in board
work, investment committees and advisory boards.
Part of the aim of this is to ensure the assessment of
developments in the value of investments, which are
in turn reflected in Swedfund’s income statement and
balance sheet and the results of portfolio companies.

Internal control and the management of the compa-
ny are evaluated annually by the company’s external
auditors. A special audit function in the form of an
internal audit unit has also been established, which
reports to the board of directors. In 2023, the internal
audit unit conducted two reviews regarding the in-
vestment process and compliance with the Operating
Principles for Impact Management. The internal
audit unit also followed up on previous observations.

Information and communication

The company’s information and communication
channels shall contribute to complete, accurate and
timely financial and non-financial reporting. All
Swedfund employees have access to the company’s
policies, guidelines and manuals. During regular joint
information meetings for all employees at the compa-
ny’s head office and regional office, the importance of
applying the rules and processes that exist is stressed,
and the associated resultant changes are described in
more detail. Within the company’s various depart-
ments, reviews and updates are carried out concern-
ing the application of these documents on an ongoing
basis as and when necessary. Formal and informal
communication between employees and management
is facilitated by the fact that the employees are small
in number and largely geographically concentrated at
the head office and two regional offices.

The board of directors and the audit committee reg-
ularly review the management’s reports concerning
financial developments with analyses and comments
on outcomes, budgets and forecasts. The board of
directors also regularly receives detailed portfolio
reports which present developments for each invest-
ment and in the portfolio, based on the three pillars of
impact on society, sustainability and financial viabil-
ity. During 2023, regular in-depth studies concerning
relevant sustainability issues were presented to the
board of directors relating to gender-based violence
and harassment.

Swedfund also has an established a whistleblower
function that can be used in the event of suspected
irregularities by executives within Swedfund or one
of its portfolio companies. The whistleblower service
can be used in connection with suspected cases of
corruption, accounting errors, deficiencies in internal
control or other doubts which could seriously harm
the company’s interests or the health and safety of
individuals. As a result of new legislation, Swedfund
has during 2023 established a new internal reporting
channel and, in connection with this, conducted a
review and update of the whistleblower service.

During the year, Swedfund also established a
Complaints Mechanism, which can be used to draw
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attention to issues linked to Swedfund and Swedfund’s
portfolio companies.

Follow-up

Control activities are monitored on an ongoing basis
by Swedfund’s corporate management and employees
to ensure that risks have been appropriately taken
into account and managed. Amongst other things,
these procedures include the monitoring of results
against budgets and forecasts, portfolio analyses and
the follow-up of key performance indicators. Policy
documents and other documents are evaluated on

an annual basis. The company’s financial situation is
considered at each board meeting. Interim reports
and the annual integrated report are submitted to the
audit committee for preparation, and to the board of
directors for approval.

The audit committee carries out preparations for
the board of director’s evaluation of the information
provided by the corporate management and the
company’s auditors. The responsibilities of the audit
committee also include ensuring that, on behalf of the
board of directors, action is taken concerning any de-
ficiencies and proposed measures that have emerged
from the external audit concerning integrated report-
ing and internal control.

The audit committee reviews the internal and
external auditors’ audit plans and considers the
auditors’ observations on an ongoing basis. The board
of directors and the audit committee also receive
summary audit reports. During 2023, the company’s
external auditors attended one board meeting and five
meetings of the audit committee. At least once a year,
the board of directors meets with the company’s au-
ditors in the absence of the CEO and other members
of the management. These meetings normally take
place in connection with the consideration/decision
concerning the annual integrated report.

As of 31 December 2023, the assessment is that the
control activities relating to internal control of the
financial reporting are adequate.
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Catrin Fransson
(born1962)
Chair

Board member since: 2022

Education: MBA, Lulea University of
Technology, Senior Executive Program,
London Business School

Current position: Board work.

Other board assignments: LKAB
(board member), PRI Pensionsgaranti
(board member).

Previous directorships: Almi Foretagspartner
Stockholm Sérmland AB (chair), Swedbank
Robur AB (chair), Swedbank Franchise AB
(chair), Entercard AB (board member),
Swedbank Forsakring (board member).

Roshi Motman
(born 1979)
Board member

Board member since: 2019

Education: Industrial Engineering and
Management, Chalmers University of
Technology, Electrical Engineering,
Chalmers University of Technology.

Current position: CEO of Amuse Music.

Other directorships: ICE telecom
(board member).

Other directorships: CEO Millicom Ghana
(Tigo), CEO AirtelTigo Ghana, Chair of Ghana
Telecom Chambers, Chair of the Investment
Committee Digital Changemakers Ghana
(Tigo/Reach for Change).

Kerstin Borglin
(born 1960)
Board member

Board member since: 2016

Education: MSc. MSc, Mechanical Engineering,
Lund University Faculty of Engineering,
History of Science, Lund University, African
History, Stockholm University.

Current position: Executive Advisor, Spider
(ICT Swedish Program in Development
regions, part of the Department of Computer
and Systems Sciences, Stockholm University).

Other directorships:: -

Previous directorships: SWEACC, Swedish
East African Chamber of Commerce (vice
chair), Consul for Uganda in Sweden. Previous
directorships: Ericsson Litauen (board
member), Ericsson Kenya (board member),
Advisory Board GSFF (Global Solidarity Forest
Foundation), Mozambique (board member).
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Catrina Ingelstam
(born 1961)
Board member

Board member since: 2019

Education: MBA and commercial law,
University of Stockholm, approved public
accountant FAR (not active).

Current position: Board assignments,
own company.

Other directorships: Sixth Swedish National
Pension Fund (chair), LOF - Mutual Insurance
Company of the Regions (board member),
Kommuninvest i Sverige AB (board member),
Sparbanken Rekarne AB (member), SH
Pension tjanstepensionsférening (vice chair).

Previous directorships: Spiltan Fonder AB,
Orio AB, Sparbanken Sjuhdrad AB, Dina
Forsakringar Malardalen AB, Salus Ansvar
AB, KPA AB and subsidiaries, Folksam LO
Fondférsakring AB and subsidiaries, Folksam
Fondférsdkring AB, Min Pension i Sverige AB,
Kammarkollegiet.
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Anna Stellinger
(born1974)
Board member

Board member since: 2023

Education: Master’s degree in Political
Science and Bachelor’s degree in French,
Lund University, and International Master
in International Relations at Sciences Po in
Paris, France.

Current position: Head of International
and EU Affairs at the Confederation of
Swedish Enterprise.

Other board assignments: Business Sweden
(board member), Swedish Institute of
International Affairs (board member).

Previous directorships: Lund University
(vice chair and board member).

Caroline af Kleen
(born 1977)
Board member

Board member since: 2023

Education: MSc. Business Administration
and Economics.

Current position: CFO of the Swedish
Red Cross.

Other directorships: -

Previous directorships: -

Josefine Ekros Roth
(born 1974)
Board member

Board member since: 2023

Education: Bachelor of Arts in International
Economics, University of Westminster,
Master's degree in European Politics, College
of Europe.

Current position: Under-Secretary, Ministry
of Finance

Other board assignments: Samhall (board
member), Industrifonden (board member)

Previous directorships: -
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Torgny Holmgren
(born 1954)
Board member

Board member since: 2017

Education: MBA, Stockholm School
of Economics.

Current position: Senior advisor, board work.

Other board assignments: Expert Group for
Aid Studies (board member).

Previous directorships: International Center
for Water Cooperation (chair), Water Aid
(board member), World Water Council (acting
member), Swedish Agency for Development
Evaluation (SADEV) (member).
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Signatures of the board of directors

Swedfund International AB’s board of directors

and CEO hereby submit Swedfund International

AB’s integrated report, including the annual report,
sustainability report and Communication on Progress
(COP) for 2023.

Catrin Fransson
Chair

Roshi Motman

Swedfund International AB has produced this annual
report in accordance with International Financial
Reporting Standards (IFRS) issued by the Inter-
national Accounting Standards Board (IASB) and

as adopted by the EU. In addition, the standards

of the Swedish Financial Reporting Board and its

recommended RFR 2 Supplementary Accounting
Rules for Legal Entities have also been applied.
The annual report also includes the company’s
sustainability report in accordance with Chapter 6
Section 11 of the Swedish Companies Act, and the
sustainability report in accordance with the Global

Stockholm, 23 March 2024

Kerstin Borglin

Anna Stellinger

Catrina Ingelstam

Torgny Holmgren

Maria Hakansson
Chief Executive Officer

Our audit report was submitted on 25 March 2024

Jesper Nilsson
State-Authorised Public Accountant, Ernst Young AB
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Reporting Initiative, GRI. The information provid-

ed corresponds with the factual circumstances and
nothing of any material importance has been omitted
which could impact on the picture of the company
which is created in the annual report, the sustainabili-
ty report and the COP.

Caroline af Kleen

Josefine Ekros Roth
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Auditor’s report

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

This is a translation from the Swedish original.

Report on the Annual Report

OPINION

We have audited the annual accounts of Swedfund
International AB for the financial year 2023.

In our opinion, the annual accounts have been
prepared in accordance with the Annual Accounts
Act and present fairly, in all material respects, the
financial position of Swedfund International AB as
of 31st December 2023 and its financial performance
and cash flow for the year then ended in accordance
with the International Financial Reporting Stand-
ards (IFRS), as adopted by the EU, and the Annual
Accounts Act. The statutory administration report is
consistent with the other parts of the annual accounts.

We therefore recommend that the general meeting
of shareholders adopts the income statement and
balance sheet.

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

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

RESPONSIBILITIES OF THE BOARD OF DIRECTORS
AND THE MANAGING DIRECTOR

The Board of Directors and the Managing Director are
responsible for the preparation of the annual accounts
and that they give a fair presentation in accordance
with the Annual Accounts Act and in accordance with
IFRS as adopted by the EU. The Board of Directors
and the Managing Director are also responsible for
such internal control as they determine is necessary
to enable the preparation of annual accounts that

are free from material misstatement, whether due to
fraud or error.

In preparing the annual accounts, The Board of
Directors and the Managing Director are responsible
for the assessment of the company’s ability to con-
tinue as a going concern. They disclose, as applicable,
matters related to going concern and using the going
concern basis of accounting. The going concern basis
of accounting is however not applied if the Board
of Directors and the Managing Director intend to
liquidate the company, to cease operations, or has no
realistic alternative but to do so.

AUDITOR'S RESPONSIBILITY

Our objectives are to obtain reasonable assurance
about whether the annual accounts as a whole are free
from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes
our opinions. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit con-
ducted in accordance with ISAs and generally accept-
ed auditing standards in Sweden will always detect a
material misstatement when it exists. Misstatements
can arise from fraud or error and are considered
material if, individually or in the aggregate, they could

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

As part of an audit in accordance with ISAs, We
exercise professional judgment and maintain profes-
sional skepticism throughout the audit. We also:
¢ Identify and assess the risks of material misstate-

ment of the annual accounts, whether due to fraud

or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis
for our opinions. The risk of not detecting a material
misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collu-
sion, forgery, intentional omissions, misrepresenta-
tions, or the override of internal control.

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

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

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

¢ Evaluate the overall presentation, structure and
content of the annual accounts, including the disclo-
sures, and whether the annual accounts represent
the underlying transactions and events in a manner
that achieves fair presentation.

We must inform the Board of Directors of, among
other matters, the planned scope and timing of

the audit. We must also inform of significant audit
findings during our audit, including any significant
deficiencies in internal control that we identified.

Report on other legal and requlatory
requirements

OPINION

In addition to our audit of the annual accounts, we
have also audited the administration of the Board of
Directors and the Managing Director of Swedfund
International AB for the financial year 2023 and the
proposed appropriations of the company’s profit or
loss.

We recommend to the general meeting of share-
holders that the profit be appropriated (loss be dealt
with) in accordance with the proposal in the statutory
administration report and that the members of the
Board of Directors and the Managing Director be
discharged from liability for the financial year.
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BASIS FOR OPINIONS
We conducted the audit in accordance with generally
accepted auditing standards in Sweden. Our respon-
sibilities under those standards are further described
in the Auditor’s Responsibilities section. We are inde-
pendent of Swedfund International AB in accordance
with professional ethics for accountants in Sweden
and have otherwise fulfilled our ethical responsibili-
ties in accordance with these requirements.

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

RESPONSIBILITIES OF THE BOARD OF DIRECTORS
AND THE MANAGING DIRECTOR

The Board of Directors is responsible for the proposal
for appropriations of the company’s profit or loss. At
the proposal of a dividend, this includes an assess-
ment of whether the dividend is justifiable consid-
ering the requirements which the company’s type

of operations, size and risks place on the size of the
company’s equity, consolidation requirements, liquid-
ity and position in general.

The Board of Directors is responsible for the
company’s organization and the administration of the
company’s affairs. This includes among other things
continuous assessment of the company’s financial
situation and ensuring that the company’s organiza-
tion is designed so that the accounting, management
of assets and the company’s financial affairs otherwise
are controlled in a reassuring manner. The Managing
Director shall manage the ongoing administration
according to the Board of Directors’ guidelines and
instructions and among other matters take measures
that are necessary to fulfill the company’s accounting
in accordance with law and handle the management of
assets in a reassuring manner.

AUDITOR'S RESPONSIBILITY

Our objective concerning the audit of the administra-

tion, and thereby our opinion about discharge from

liability, is to obtain audit evidence to assess with a

reasonable degree of assurance whether any member

of the Board of Directors or the Managing Director in

any material respect:

 has undertaken any action or been guilty of any
omission which can give rise to liability to the
company, or

« in any other way has acted in contravention of the
Companies Act, the Annual Accounts Act or the
Articles of Association.

Our objective concerning the audit of the proposed
appropriations of the company’s profit or loss, and
thereby our opinion about this, is to assess with rea-
sonable degree of assurance whether the proposal is in
accordance with the Companies Act.

Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in ac-
cordance with generally accepted auditing standards
in Sweden will always detect actions or omissions that
can give rise to liability to the company, or that the
proposed appropriations of the company’s profit or
loss are not in accordance with the Companies Act.

As part of an audit in accordance with generally
accepted auditing standards in Sweden, We exercise
professional judgment and maintain professional
skepticism throughout the audit. The examination of
the administration and the proposed appropriations
of the company’s profit or loss is based primarily on
the audit of the accounts. Additional audit procedures
performed are based on our professional judgment
with starting point in risk and materiality. This means
that we focus the examination on such actions, areas
and relationships that are material for the operations
and where deviations and violations would have

particular importance for the company’s situation.
‘We examine and test decisions undertaken, support
for decisions, actions taken and other circumstances
that are relevant to our opinion concerning discharge
from liability. As a basis for our opinion on the Board
of Directors’ proposed appropriations of the compa-
ny’s profit or loss we examined whether the proposal
is in accordance with the Companies Act.

THE AUDITOR'S REVIEW OF THE CORPORATE
GOVERNANCE REPORT

The board of directors is responsible for the corporate
governance report for the 2023 financial year on
pages 126-130 and for ensuring that the report is
prepared in accordance with the “State’s Ownership
Policy and Guidelines for State-Owned Enterprises”
(the ownership policy).

Our audit was conducted in accordance with FAR’s
statement RevU 16 The Auditor’s review of the corpo-
rate governance report. This means that our review of
the corporate governance report has a different focus
and a significantly smaller scope compared with that
of an audit conducted in accordance with the Interna-
tional Standards on Auditing and generally accepted
audit practice in Sweden. We believe that this review
provides us with a sufficient basis for our opinions.

A corporate governance report has been prepared.
The information that is mandatory under the Owner-
ship Policy is consistent with the annual report.

Stockholm 25th March 2024

Ernst & Young AB

Jesper Nilsson
Authorized Public Accountant
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Additional sustainability information about
Swedfund's operations and reporting

About our GRI reporting

Swedfund’s 2023 Integrated Report is an integrated
report in which sustainability information is inte-
grated with the financial information. The report
has been prepared drawing on inspiration from the
International Integrated Reporting Council’s IIRC)
framework, The International Framework.

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

Swedfund’s sustainability report has been prepared
in accordance with the revised Global Reporting Initi-
ative (GRI) Standards 2021 reporting framework. GRI
G4 Sectors Disclosures, Financial Services, is no longer
used in GRI Index. The company’s overarching am-
bition behind its reporting is for it to be transparent
and provide material and reliable information to our
stakeholders. The sustainability information in this
report has been audited by Ernst & Young. Swedfund
published its first sustainability report in 2008.

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

As in previous years, the sustainability report focuses
on the results of the portfolio companies, which are
reported aggregated at portfolio level. Swedfund has
non-controlling interests in portfolio companies, and
these are not consolidated in the financial statements
and their financial results are only indirectly covered
by the report. The reporting period for information
regarding Swedfund is 1 January - 31 December 2023,
and for the portfolio companies’ results 1 January —
31 December 2022. There were no significant changes
in the information or reporting during the year. The
report is published annually, on this occasion on
31 March 2024.

Swedfund has also certified the UN Global
Compact’s 10 principles and the UN Principles for

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

CONTACTS
Karin Kronhoffer, Chief Strategy and Communication
Officer

INDEX FOR SUSTAINABILITY REPORTING
IN ACCORDANCE WITH GUIDELINES FOR

EXTERNAL REPORTING FOR COMPANIES
WITH STATE OWNERSHIP

Indicator Page reference
Business model 2-3,32-33
Results
Environment 66-67, 74,141
Social conditions and staff 68-70, 72-73, 99,
141-142

Human rights 72-73,140141
Anti-corruption 75,142

Sustainability policy and
Anti-corruption policy,
as well as review procedures

52-53, 56-57,
72-75,140-142

Material sustainability risks

and their management 46-47, 58-59
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STAKEHOLDER AND MATERIALITY ANALYSIS

The roadmap to achieving the UN’s Sustainable
Development Goals (SDGs) is complex and requires a
stronger partnership between many different stake-
holders. For Swedfund, the ongoing dialogue with
our principal stakeholders is essential to the success
of our mission. Dialogue is pivotal in the process of
identifying the key issues for us as a development
finance institution. The partnership is also a vital
tool in the work on our business plan and during the
value-adding phase.

During 2023, Swedfund reviewed its significant
sustainability issues in accordance with the updated
GRI Standards. There are no relevant sector-specific
standards for Sweden as yet, so the starting point for
our materiality analysis and sustainability context
was the State’s Ownership Policy and principles for
state owned companies in 2020, the company’s special
public policy assignment as defined in the Ownership
instructions, other missions in the strategy adopted by
the board of directors, and the needs and challenges
that we face in our investments and partnerships
and the countries in which we operate. Our influence
is exerted both within Swedfund as a company and
externally, i.e. in Swedfund’s portfolio companies. It
is among the portfolio companies that the greatest
impact occurs, and it is in the countries in which
Swedfund operates that we want to generate develop-
ment results.
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For each investment, a thorough evaluation is car-
ried out of sustainability risks and impacts on the en-
vironment and people, including human rights. These
evaluations help us to identify, evaluate and prioritise
the most significant sustainability issues, which are
then tested and prioritised in a dialogue with our
stakeholders. Finally, Swedfund’s board of directors
has approved the most significant sustainability issues
for this report: decent jobs, gender equality and wom-
en’s empowerment, the environment and climate, tax
issues, anti-corruption and business integrity, and hu-
man rights. The matrix below lists our stakeholders,
the issues that have been in focus, and the steps that
Swedfund has taken to answer the questions that have
been highlighted in our work to identify key issues.

‘We mainly describe the key issues, how we manage
them and how we measure results in the section
entitled ‘Portfolio companies’ results’ on pages
62-77. In the following section, we present additional
sustainability information regarding Swedfund’s own
operations.

MEMBERSHIP OF ASSOCIATIONS

Swedfund is a member of many different organisa-
tions where we benefit from the exchange with other
members or the organisation and its networks. These
include EDFI, Swedish Network for Business and
Human Rights, UN PRI, GIIN, Global Compact, Sidas
Swedish Investors for Sustainable Development, 2X
Global and AVCA.

Stakeholder category

Owner and finance institution

which determines Swedfund'’s mission and proposes
Swedfund's funding via the development cooperation
budget. Government (Ministry of Finance and Ministry
of Foreign Affairs).

Interest issues and focus

Corporate governance, management and follow-up
with a focus on sustainable enterprise: Human rights,
environment and climate, working conditions, anti-
corruption, tax, business ethics, gender equality,
additionality and diversity, and financial development
and portfolio companies’ performance.
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Type of dialogue, Swedfund’'s response and results

The State's Ownership Policy and Guidelines for State-
Owned Enterprises, the Ownership instructions, general
meetings, shareholder dialogue, individual meetings and
network meetings.

Politicians

who determine the direction of Sweden's development
cooperation policy and decide on the central government
budget. Members of Parliament.

The way in which Swedfund carries out its mission as a
development finance institution, and the development
effects that Swedfund's investments generate and how
well Swedfund fulfils the requirements imposed on
sustainable enterprises.

Through regular meetings with the parties’ representatives
and meetings with the Swedish Parliament's Foreign
Affairs Committee.

Embassy of Sweden

Swedfund's role as a development finance institution and
the way in which we can contribute to sustainable and
inclusive development in each country through our work.

Through meetings and dialogue concerning Swedfund's
assignments and activities.

Business partners

who, together with Swedfund, fund and run the
companies in Swedfund's portfolio.

Business partners and development finance institutions
(DFls, IFls and EDFI).

Funding, market issues, strategy and business models.
Private sector development, co-financing, sustainability
issues and development effects. Policy issues for Europe's
development finance institutions.

Interaction and advocacy work.

Ongoing communication and meetings in

collaboration groups.

EDFI reference group meetings at various levels: CEO,
HR, ESG, development effects, investments, legal affairs,
communication, etc.

Portfolio companies

Development financing through Swedfund and
results within impact on society, sustainability and
financial viability.

Contractual commitments in all three areas: impact on
society, sustainability and financial viability.

Ongoing dialogue and follow-up throughout the
investment period.

Civil society organisations and trade unions
which, like Swedfund, are involved in development
cooperation in Swedfund's markets.

Civil society aid organisations, trade unions and
international NGOs.

Policy issues, such as human rights, gender equality,
climate, development effects, anti-corruption and
transparency, and tax issues. The “Decent work" agenda.

Stakeholder dialogues.
Participation in round table discussions and conferences,
as well as the ongoing exchange of experience.

Media and opinion-formers

Swedish newspapers, periodicals, other media and
opinion-formers in both the traditional media and social
media in Sweden, whose reporting and comment reach
and influence the public and other stakeholders.

Monitor Swedfund as a development finance institution
and development cooperation organisation.

Press releases, ongoing information in social media,
Swedfund Frankly, interviews, background discussions
and meetings for knowledge transfer.

Swedfund's employees
who through their knowledge, experience and networks
carry out Swedfund'’s mission.

Working environment, organisational, strategic and
resource issues.

Internal information through meetings and the intranet,
performance appraisals, salary reviews, competence
development and training, as well as regular dialogue with
local unions and the workers committee.
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Human rights

Most of Swedfund’s portfolio companies operate in
countries and markets in which respect human rights
(HR) present a challenge. In the work relating to
sustainable development and sustainable enterprise,
it is absolutely essential to respect and protect human
rights. The ownership policy for state companies’ calls
on companies in the state’s portfolio of companies

to “act responsibly and work actively to comply with
international guidelines such as the ten principles of
UN Global Compact, the UN Guiding Principles on
Business and Human Rights and the OECD Guide-
lines for Multinational Enterprises”. The Swedish na-
tional “Action Plan on Entrepreneurship and Human
Rights” aims to translate the UN’s Guiding Principles
on Business and Human Rights into practical action
at national level. The rights perspective is also one

of two high-priority perspectives in the Swedish
development cooperation and means that “human
rights and democracy must be seen as fundamental to
development”.?

In recent decades, democracy and human rights
have been strengthened in many regions around the
world. However, developments have taken a negative
turn in recent years, escalated by the pandemic, the
war in Ukraine and other conflicts. In many places, the
pandemic and conflicts have led to restrictions being
imposed on human rights and setbacks for democracy.

GOVERNANCE

Human rights are included in Swedfund’s sustain-
ability policy. This policy was revised in 2023 but
retains the same focus on human rights. Swedfund has
previously also published a ‘Guiding Note on Human
Rights’, which describes how human rights are
incorporated into Swedfund’s investment activities.
The revision of this Guiding Note began during 2023,
as the process of evaluating human rights issues is
continuously evolving. Swedfund works closely with
the other development finance institutions in EDFI’s

working group on human rights, currently relating
to reparations.

The aim of the process for evaluating human rights
issues in investment activities is to identify, mitigate
and account for negative impacts on human rights.
The ambition is to apply this process in connection
with decisions concerning new investments regu-
larly during the value creation phase in the event of
changes in circumstances and for companies in the
exit phase. Human rights and impacts are already
taken into account at an early stage in the invest-
ment process by preparing an assessment of the
project as regards human rights based on country,
location, operating conditions, type of business and
business partners.

During the screening process, i.e. stage two of the
analysis phase of a potential investment, a risk analy-
sis is carried out during which human rights risks and
impacts are analysed in more detail. When a contex-
tual risk analysis is carried out at country and regional
levels, we can identify risks associated with weak rule
of law in the country concerned, indigenous peoples
and/or minority groups in the region, etc. The analysis
is then continued at sector level, where we identify any
risks associated with specific sectors, such as migrant
workers or the use of large volumes of water. In the
third step, the analysis is performed at project or in-
vestment level, where we identify any risks associated
with insecure or unequal working conditions, etc.

Swedfund then pursues a dialogue with the portfo-
lio companies concerning the situation in the country
concerned and any human rights violations that are
occurring. Depending on the outcome of this analysis,
adecision is then made as to whether or not an more
detailed human rights analysis should be carried out.
This is carried out using internal resources or with
the support of an external expert. The mitigation of
identified risks and impacts is incorporated into the
ESG Action Plan (ESGAP), which forms part of the
investment agreement.

' The State’s Ownership Policy and Guidelines for State-Owned Enterprises 2020, 5.1.3 International guidelines, page 10.

2 Government letter 2016/17:60 Policy framework for Swedish development cooperation and humanitarian aid, page 14.

Given its growing exposure to conflict, post-conflict
or fragile states, Swedfund has continued to develop
its methodology for working with human rights and
has conducted in-depth Human Rights Due Diligence
for many portfolio companies that operate in these
contexts. Swedfund has also conducted human rights
studies in the sustainable food systems sector, given
the number of potential risks associated with their
value chain. Based on these studies and in line with
UNGP, Swedfund will continue to develop its meth-
odology for conducting in-depth Human Rights Due
Diligence in conflict, post-conflict or fragile states and
in sectors with multiple human rights risks.

REPORTING CHANNELS

Swedfund requires all portfolio companies to have
their own reporting channel and to at least implement
a complaint mechanisms in accordance with the IFC
Performance Standards. We also offer Swedfund’s
reporting channels - the whistleblowing service and
complaints mechanism. Swedfund’s whistleblowing
service can be used by employees, contractors and
others at Swedfund, and by the companies and funds
in which Swedfund invests.

In 2023, two reports were received via the whistle-
blower service. The number of reports is considered
to be reasonable in view of the fact that the service is
primarily intended as a supplement to the portfolio
companies’ own complaints mechanisms.

In June 2020, Swedfund launched a complaints
mechanism, primarily based on the UN Guiding
Principles on Business and Human Rights (UNGP).
The channel can be used for all types of complaints
concerning Swedfund and Swedfund’s portfolio com-
panies, but not for complaints concerning individuals
as aresult of restrictions arising from data protection
legislation. The channel complements Swedfund’s
whistleblowing service.

In 2023, no complaints were received via the
complaints mechanism. Both the complaints mech-
anism and the whistleblower service can be accessed
via Swedfund’s website. On the new website that is
currently under development, the services will be
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highlighted for greater visibility. The board of direc-
tors receives an annual summary of significant events
linked to Swedfund’s reporting channels during the
previous year.

WE MONITOR RESULTS

The annual sustainability report which is distributed
to Swedfund’s portfolio companies, the Annual Port-
folio Company Sustainability Report, asks a number
of questions regarding the policies and processes

that the portfolio companies have in place regarding
human rights. The answers show a certain level of
understanding of human rights, but that there is scope
to deepen this work further. These questions are then
followed up by e-mail, phone calls and site visits.

As regards the further development of Swedfund’s
processes, the implementation of conflict-sensitive
HR evaluations has been further developed when a
number of Swedfund’s investments are taking place in
conflict environments. Swedfund also participates in
EDFTI’s working group on human rights. Once the first
phase of completing a guide for development finance
institutions and human rights, “Voluntary Guidance
Note on Human Rights - EDFI Internal document”,
has been completed, work will continue on the devel-
opment of a guide for “Remedy and EDFIs”.

Serious incidents

The portfolio companies are contractually bound to
report serious incidents to Swedfund. Examples of
serious incidents include: fatalities, severe injuries
which require medical care, occupational injuries
suffered by a number of workers at the same time and
incidents involving serious danger to life or health.
Serious incidents also include adverse effects on
human rights, fire, release of hazardous substances,
strikes, various forms of harassment, corruption,
fraud and theft.

During 2023, a total of 45 (2022: 44) reports of
serious incidents were received by Swedfund from
portfolio companies, of which 34 (2022: 19) originated
from the underlying holdings of the funds. A total of
30 (2022:17) reports concerned fatalities. Twenty
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four of the reports came from the underlying holdings
of funds and six from direct investments. Of the 30
deaths, 18 were the result of road traffic accidents

and eight were linked to safety incidents, and four to
various work operations, such as falls from height.
Serious incidents other than deaths mainly concerned
robbery or theft, fire and road accidents resulting

in injuries.

‘We aim to ensure that no serious incidents occur
amongst our portfolio companies or in the under-
lying holdings of our funds, and we and the fund
managers therefore monitor the investigations that
are conducted into these events and ensure that ap-
propriate measures are implemented. Depending on
the circumstances (employees or others, road traffic
accidents or occupational accidents), an action plan is
drawn up by the portfolio company concerned.

This year’s figures show a rise in the number of
reported serious incidents, partly due to an expand-
ing portfolio and partly due to even more stringent
reporting procedures. There is a need to continually
improve the reporting and safety practices of our
portfolio companies and the funds and their under-
lying holdings. The reporting methodology covers
serious incidents amongst portfolio companies and
the underlying holdings of funds. Reporting does not
include serious incidents that occur amongst borrow-
ers from banks or in the supply chain of portfolio com-
panies. As far as Swedfund is concerned, there were no
significant cases of breaches of the law or fines during
the reporting year.

Environment and climate
The portfolio companies account for the majority of
Swedfund’s environmental impact and bear much of
the climate-related risk. For the portfolio companies’
results, see pages 62-77.

Swedfund strives to reduce the company’s own
climate impact. Business travel, electricity and
heat account for Swedfund’s largest sources of
GHG emissions.

Swedfund’s business travel entails an environmen-
tal impact, but it is also crucial in order for us to bring

about change during the value-adding phase and to
conduct a solid due diligence process ahead of new
investments. During 2023, travel returned to the same
level as before the pandemic. A growing portfolio
and an increasing number of employees also means
more essential travel, which is an important part of
the business and safeguards responsible ownership.
During 2023, Swedfund’s emissions from business
travel amounted to 823.5 tonnes of CO,, an increase
of 39% compared with 2022. As in previous years, our
reporting includes high-altitude emissions.
Swedfund’s head office in Stockholm has a green
lease agreement based on 100 percent renewable
electricity. For our office in Nairobi, there are no

environmental options for the supply of electricity
and heat. A diesel generator is used in the event

of power outages. During the year, Swedfund also
opened a new office in Abidjan. The combined energy
consumption of the organisation during the year gives
rise to 5.5 tonnes of CO,, of which 2.4 tonnes was used

for heating and 3.1 tonnes for electricity consumption.

For 2023, we report a total of 829 tonnes of CO»,
which includes electricity, heat and all air travel. Our
total emissions have increased by 39% compared with
2022, mainly due to an increase in air travel, which
is due to a growing portfolio and an increase in the
number of employees. Our emissions per employee
have increased from 9.6 tonnes of CO, in 2022 to 11.8

Emissions (tonnes CO,e)

Share Change

Emission source 2019 2020 2021 2022 2023 2023 2022-2023
Energy 37 3.2 3.4 29 5.5 0.7% 90.9%
Heating 2.2 19 2.2 15 2.4 0.3% 63.6%
Electricity consump-
tion 1.5 1.3 12 14 31 0.4% 19.7%
Business travel 616.3 107.2 48.5 594.6 823.5 99.3% 38.5%
Total 620.0 110.4 519 597.4 8289 100.0% 38.7%
Share Change
Per Scope 2019 2020 2021 2022 2023 2023 2022-2023
Scope 1 0.1 0.1 0.1 0.1 0.2 0.0% 2%
Scope 2 27 2.3 2.3 19 4.2 0.5% 121%
Scope 3 617.2 108.0 49.5 595.4 824.5 99.5% 38%
Total 620.0 10.4 51.9 597.4 828.9 100% 39%

Emissions (tonnes CO,e)

2019
Per employee 15.1

Swedfund emission categories:

2020 2021 2022
2.4 1.0 9.6

2023
1.8

Scope 1: Direct GHG emissions, over which the organisation has direct control, e.g. from the company's own vehicles and the

combustion of fuels in production.

Scope 2: Indirect emissions from the consumption of purchased electricity distributed via a network, i.e. the consumption
of electricity, district heating and district cooling.

Scope 3: Other indirect emissions which occur outside the limits of the business, such as business travel.

IEA's emission factors have been applied.

2023 emissions in scope 2 according to the “location- based method"” 7.0 tonnes of CO,e and according to the “market-based method"”

4.2 tonnes of CO,e.
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tonnes of CO, in 2023. However, emissions per em-
ployee in 2023 fell by 22% compared with 2019 (15.1
tonnes of CO, per employee), before the travel advice
during the pandemic.

Swedfund has chosen to continue carbon-offsetting
the company’s environmental impact. Swedfund sees
this as a supplement to the company’s active climate
work, where the intention is to finance climate-
improving measures on a par with emissions that
cannot be reduced immediately. The intention is to
offset emissions through projects which are locally
based, do not have unexpected adverse environmental
or impacts on society, and contribute to long-term
reductions in emissions. The project will be certified
in accordance with an independent standard and
verified by third parties in accordance with the above
criteria. This year, we have decided to carbon-offset
Swedfund’s environmental impact by supporting a
reforestation project, which aims to eradicate poverty,
reduce the effects of climate change and contribute
to a sustainable environment in southwestern
Tanzania. To capture and store carbon dioxide, the
project is planting trees in grassland areas, and more
than 10,000 hectares of degraded grasslands are
being converted into forest. To promote environ-
mental protection, the project is focusing on soil
conservation, the protection of water sources and
increasing biodiversity.

Personnel matters and working environment
During 2023, Swedfund continued its ongoing work
on the development of leadership and employeeship
and the digitalisation of HR. The office space was
expanded during the year to make room for a growing
organisation and to continue to offer employees a
variety of work environments. Working according to
a hybrid model continued during the year, involving a
mix of working from home and working in the office.
During the year, the organisation continued to
undergo training concerning feedback, communica-
tion, mentoring and work environment. In order to
measure the impact of the initiatives, Swedfund has
continually used pulse-measuring employee surveys
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and followed up on the results. The tool that Swedfund
uses also covers the legal requirements in order to
investigate the organisational and social working
environment. Swedfund’s managers have continually
received support in their leadership, not only as a
group but also individually as and when necessary.

The organisation grew significantly in 2023 in
response to an increased capital injection and an ex-
panding mission. A continuing strong focus has been
placed on creating as good an introduction as possible
for new employees, while at the same time ensuring
that existing and more senior employees have a sus-
tainable workload. HR has provided training concern-
ing procedures and policies to ensure that employees
understand what applies in different situations.

Attracting employees with the right skills while
also retaining our dedicated and capable personnel is
enabling us to succeed in our challenging mission. A
key part of this is a good working environment, which
is therefore an important area for Swedfund. Through
our efforts relating to the environment, we are aiming
to create a good working environment which allows
employees to do a good job, both at the office and
when working from home, while at the same time also
preventing ill health and accidents through a preven-
tive approach. During 2023, Swedfund continued to
work systematically and efficiently in order to create
an even better working environment.

Safety representatives and the local union have
been kept informed on an ongoing basis and been
given the opportunity to provide feedback relating to
initiatives aimed at staff wellbeing which took place
during the year.

Information on the board of directors, management
and employees can be found on page 128. Additional
information concerning age distribution is provided
in the tables below. The annual compensation ratio is
3.9. This figure is calculated by comparing the annual
compensation of the highest-paid individual with the
median compensation of the organisation’s employees,
excluding the highest-paid individual. Information has
been obtained from the payroll system and is valid for
the end of the reporting period, unless stated otherwise.

The majority of Swedfund’s employees work on a full-
time basis. Some employees have ordinary fixed-term
employment. Due to the size of Swedfund’s organ-
isation, more detailed information about different
types of employment has not been disclosed in order
to guarantee confidentiality regarding employment.
All employees at the head office in Stockholm are
covered by a collective agreement. For employees

at Swedfund’s overseas regional offices, who are not
covered by a collective agreement, working conditions
and terms of employment are applied in accordance
with the Swedish collective agreement. As and when
necessary, Swedfund hires consultants for certain
long-term assignments. During 2023, we hired
consultants to assist with regard to data and systems
management, communication, finance and adminis-
tration, corresponding to an average of approximately
five full-time positions.

PERCENTAGE OF MANAGEMENT AND THE BOARD
OF DIRECTORS REGARDING AGE DISTRIBUTION

2022 2023
Number Percent Number Percent
30-49 years 3 21% 6 38%
50 years
or older 1 79% 10 62%
Total 14 100% 16 100%

PERCENTAGE OF EMPLOYEES REGARDING AGE
DISTRIBUTION, INCLUDING MANAGEMENT

2022 2023

Number Percent Number Percent

29 years

of age

or younger 16 26% 21 30%
30-49 years 30 48% 33 47%
50 years

or older 16 26% 16 23%
Total 62 100% 70 100%

Anti-corruption

Swedfund’s most significant corruption risks are
linked to our investments. For the work relating to
anti-corruption and the results of portfolio companies,
please refer to page 75.

During 2023, Swedfund continued to work syste-
matically to combat corruption. We have expanded
our internal resources to improve our risk analysis
and the mitigation of corruption risks, continued
to develop our tools for assessing business integrity
risks, and carried out integrity due diligence for all
new investment proposals. Swedfund has also helped
afund manager to develop a management system for
anti-corruption. Together with another development
finance institution, we have developed practical
guidelines for investors to identify, assess and manage
risks associated with business integrity. This work is
beingled by Transparency International in the UK.
Our whistleblower system has been revised along
with the underlying guidelines due to new legislation
in Sweden.

All members of Swedfund’s board, management and
staff have undergone anti-corruption training. All new
employees have completed an e-learning course on
anti-corruption as part of the introductory process.

142

Taxes

Since 2016, Swedfund has had a tax policy which is
adopted by the board of directors. The most recently
revised version was adopted in 2021 and is available
on Swedfund’s website. The policy is reviewed on an
ongoing basis and revised if necessary.

Swedfund works actively on tax issues and, in
connection with each investment, an assessment is
carried out to determine whether the investment
meets the requirements set out in Swedfund’s tax poli-
cy. The legal affairs department is responsible for this
assessment, and external tax advisors are also hired in
as and when necessary, often in connection with more
complex structures.

Our policy, process and working methods were
reviewed by the European Commission during 2021
in connection with the EU pillar accreditation and
subsequently accepted as fulfilling EU requirements
in the field of taxation.

An annual evaluation of all portfolio companies
is also carried out to ensure that tax continues to be
an issue that the companies are actively working on
and to highlight any problems or issues. This is done
through a form which is distributed to all companies.

Swedfund continuously monitors developments in
the field of taxation and, as part of EDFI, we also par-
ticipate on an ongoing basis in discussions concerning
tax issues with other EDIs.
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GRI Index

Swedfund International AB reports in accordance with GRI Standards

for the reporting period

GRI Standards Index 2021

1January 2023-31 December 2023.

Statement concerning use

Swedfund International AB hereby reports in accordance
with GRI Standards and the report covers the reporting
period 1 January 2023-31 December 2023.

GRI 1 standard

GRI 1: Pillar 2021

GRI Sector standard

No sector standard is available yet.

GRI STANDARD DISCLOSURE
General information

REQUIREMENT FROM
WHICH THE DEVIATION
HAS BEEN MADE

NAME OF DISCLOSURE PAGE REFERENCE

DEVIATION

REASON FOR
THE DEVIATION

143

EXPLANATION

GRI 2: The organisation and its reporting methods
General - 1 Information about the organisation 0-1, 42-43, 126-127, 143
information 2021

2-2 Entities included in the organisation’s sustainability reporting 64-65, 94,138

23 Reporting period, frequency and contact point 64-65, 138

2-4 Restatements of information 138

2-5 External assurance 128,149

Activities and employees

2-6 Activities, value chain and other business relationships 2, 5,38-39, 82-83,138, 142

2-7 Employees 86, 99, 141-142 2-7-b Confidential information No details concerning employment
types are reported in order to
guarantee confidentiality given
Swedfund's size.

2-8 Workers who are not employees 142 Confidential information Due to the size of Swedfund's or-

ganisation, more detailed informa-
tion about different types of em-
ployment has not been disclosed in
order to guarantee confidentiality
regarding employment.
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GRI STANDARD DISCLOSURE NAME OF DISCLOSURE

REQUIREMENT FROM
WHICH THE DEVIATION

PAGE REFERENCE HAS BEEN MADE

DEVIATION

REASON FOR
THE DEVIATION

EXPLANATION

144

Governance
2-9 Governance structure and composition 126-129, 132-133
2-10 Nomination and election of the highest governance body 126-127
2-1 Chair of the highest governance body 127-128
2-12 Role of the highest governance body in overseeing 127-128
the management of impacts
213 Delegation of responsibility for managing impact 128-129
214 Role of the highest governance body in sustainability reporting 129
2-15 Conflicts of interest 129
2-16 Communication of critical concerns 130
217 Collective knowledge of the highest governance body 127-128, 142
2-18 Evaluation of the performance of the highest governance body 128
219 Remuneration policy 100, 128
2-20 Process to determine compensation 128
2-21 Annual total compensation ratio 99-100, 142
Strategies, policies and practice
2-22 Statement on sustainable development strategy 8-9, 28
2-23 Policy commitments 56-57, 126-128, 140
2-24 Anchoring the commitments in operations and 56-57, 74,127-128, 140-142
business relationships
2-25 Processes to remediate negative impacts 130, 140
2-26 Mechanisms for seeking advice and raising concerns 130, 140
2-27 Compliance with laws and regulations 141
2-28 Membership associations 139
Stakeholder engagement
2-29 Approach to stakeholder engagement 139-140
2-30 Collective bargaining agreements 142
Material topics
GRI 3: Material 3 Process to determine material topics 138-139
topics 2021 32 List of material topics 139
Anti-corruption and business integrity
3-3 Management of material topics 56-57, 63, 75, 80, 139, 142
GRI 205: 2051 Operations assessed for risks related to corruption 75,142
Anti-corruption 205-2 Communication and training about anti-corruption policies 50, 56-57, 142

2016

and procedures
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GRI STANDARD

DISCLOSURE NAME OF DISCLOSURE

REQUIREMENT FROM
WHICH THE DEVIATION

PAGE REFERENCE HAS BEEN MADE

DEVIATION

REASON FOR
THE DEVIATION

EXPLANATION

145

Tax
GRI 3: Material 33 Management of material topics 56-57, 71,139
topics 2021
GRI 207: Tax 2019  207-1 Approach to tax 56, 71
207-2 Tax governance, control and risk management 47, 56-57, 71,142
2073 Stakeholder engagement and management of concerns related 71,142
to tax. Portfolio companies' result: Tax per country I

Environment and climate

GRI 3: Material 33 Management of material topics 18-19, 56-57, 66-67, 139, 141
topics 2021

GRI 305: 305-2 Other indirect GHG emissions (Scope 2) 141

Emissions 2016 305-3 Other indirect GHG emissions (Scope 3) 67,141

Gender equality and women's empowerment

GRI 3: Material 3-3 Management of material topics 56-57, 68, 139, 141-142
topics 2021
GRI 405: Diversity 405-1 Diversity of governance bodies and employees. 69, 99, 142
and equal oppor- Proportion of women, proportion of women in management 69
tunities 2016 positions, number of women on the boards of portfolio companies

Human rights
GRI 3: Material 33 Management of material topics 74,139-140
topics 2021 Proportion of investments that have implemented environmental 74

and social management systems

Decent jobs
GRI 3: Material 33 Management of material topics 16-17, 70, 72, 139, 141
topics 2021 Proportion of investments complying with the ILO's 72-73

Declaration on Fundamental Principles and Rights at Work
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Task Force on Climate-related

Financial Disclosures

Swedfund supports the Task Force on Climate-related Financial Disclosures (TCFD)
and is continuously working to implement its recommendations. This year, climate

reporting has been included in our Integrated Report and, based on the TCFD
index below, information is presented on where more specific information can be

obtained concerning our climate risks and climate work.

146

Governance Reference Governance Reference
Governance Risk management

Information about the organisation’s governance concerning Information on how the organisation identifies, assesses and

climate-related risks and opportunities manages climate-related risks

The board's monitoring of climate-related risks and opportunities 126-128 The organisation’s processes for identifying climate-related risks 46-47, 58-59

The management’s role in assessing and managing
climate-related risks and opportunities

52-53, 56-57,128-130

The organisation’s processes for managing climate-related risks

46-47, 52-53, 56-57, 58-59,
66-67,129

Strategy

Information about the potential impact of climate-related risks and
opportunities on the organisation, business, strategy and financial planning

Integration of the above processes into the organisation’s
general risk management

46-47, 58-59, 129

Indicators & missions

Climate-related risks and opportunities that the organisation has identified

18-19, 34, 36-37, 47, 52-53

Impacts from risks and opportunities on the organisation’s operations,

18-19, 36-38

Information on indicators and missions used in the assessment
of relevant climate-related risks and indicators

strategy and financial planning The organisation’s indicators for evaluating climate-related risks 34, 62-63, 141

The preparedness of the organisation’s strategy, taking into account various 18-19, 66-67 and opportunities

climate-related scenarios, including a two-degree Celsius or lower scenario Scope 1, 2 and 3 emissions in accordance with the Greenhouse Gas Protocol 66-67,141
Targets for managing climate-related risks and opportunities 34, 63, 66
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Auditor’s report on the statutory
sustainability statement

This is a translation from the Swedish original.

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

Engagement and responsibility

It is the Board of Directors who is responsible for the
statutory sustainability statement for the year 2023
on page 138 and that it has been prepared in accord-
ance with the Annual Accounts Act.

The scope of the audit

Our examination has been conducted in accordance
with FAR’s auditing standard RevR 12 The audi-

tor’s opinion regarding the statutory sustainability
statement. This means that our examination of the
corporate governance statement is different and
substantially less in scope than an audit conducted in
accordance with International Standards on Auditing
and generally accepted auditing standards in Sweden.
We believe that the examination has provided us with
sufficient basis for our opinions.

Opinions
A statutory sustainability statement has been
prepared.

Stockholm, 25 March 2024

Ernst & Young AB

Jesper Nilsson
Authorized Public Accountant
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Auditor’s Limited Assurance Report on
Swedfund International AB's Sustainability Report

This is a translation from the Swedish original.

To Swedfund International AB, corporate, identity number 556436-2084

Introduction

We have been engaged by the Board of Directors of
Swedfund International AB to undertake a limited
assurance engagement of Swedfund International
AB’s Sustainability Report for the year 2023. The
company has defined the scope of the Sustainability
Report to the areas referred to in the GRI Index on
pages 143-145 in this document.

Responsibilities of the Board of Directors

and the Executive Management for the
Sustainability Report

The Board of Directors and the Executive Manage-
ment are responsible for the preparation of the Sus-
tainability Report in accordance with the applicable
criteria, as explained on page 138, and are the parts of
the Sustainability Reporting Guidelines published by
GRI (Global Reporting Initiative) that are applicable
to the Sustainability Report, as well as the accounting
and calculation principles that the Company has de-
veloped. This responsibility also includes the internal
control relevant to the preparation of a Sustainability
Report that is free from material misstatements,
whether due to fraud or error.

Responsibilities of the Auditor

Our responsibility is to express a conclusion on the
Sustainability Report based on the limited assurance
procedures we have performed. Our review is limited
to the information in this document and to the histor-
ical information and does therefore not include future
oriented information.

We conducted our limited assurance engagement in
accordance with ISAE 3000 Assurance engagements
other than audits or reviews of historical financial
information. A limited assurance engagement
consists of making inquiries, primarily of persons
responsible for the preparation of the Sustainability
Report, and applying analytical and other limited
assurance procedures. The procedures performed in
alimited assurance engagement vary in nature from,
and are less in scope than for, a reasonable assurance
engagement conducted in accordance with TAASB’s
Standards on Auditing and other generally accepted
auditing standards.

The firm applies ISQC 1 (International Standard on
Quality Control) and accordingly maintains a compre-
hensive system of quality control including documen-
ted policies and procedures regarding compliance

with ethical requirements, professional standards
and applicable legal and regulatory requirements.

‘We are independent of Swedfund International AB in
accordance with professional ethics for accountants
in Sweden and have otherwise fulfilled our ethical re-
sponsibilities in accordance with these requirements.

The procedures performed, consequently, do
not enable us to obtain assurance that we would
become aware of all significant matters that might
be identified in a reasonable assurance engagement.
Accordingly, we do not express a reasonable assurance
conclusion.

Our procedures are based on the criteria defined by
the Board of Directors and the Executive Manage-
ment as described above. We consider these criteria
suitable for the preparation of the Sustainability
Report. We believe that the evidence we have obtained
is sufficient and appropriate to provide a basis for our
conclusion below.

148

Conclusion

Based on the limited assurance procedures we have
performed, nothing has come to our attention that
causes us to believe that the Sustainability Report is
not prepared, in all material respects, in accordance
with the criteria defined by the Board of Directors and
Executive Management.

Stockholm, 25 March 2024

Ernst & Young AB

Jesper Nilsson
Authorized Public Accountant
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