


EXAMPLES OF GREEN PRODUCT FINANCING BY MFIs
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Keeping investors informed

Maintain high standards of timely and relevant reporting on social performance issues
to investors

BlueOrchard is committed to keeping investors informed of developments in social performance management and outreach data
for the funds that we manage. In addition to the annual Social Performance Report, regular reporting for all of our funds includes a
specific section on social performance issues, including monthly MFI profiles and outreach data on the BlueOrchard Microfinance Fund.

BlueOrchard also participates actively in industry-wide reporting on this front, including the Reporting Framework of the UN-supported
Principles for Responsible Investment (PRI). With currently 1,200 signatories in 50 countries representing USD 34 trillion in assets
under management, the PRI has become an industry standard for both asset owners and asset managers committed to incorporating
ESG principles into their investment analysis and practice. BlueOrchard has been a signatory of the PRI since 2008, has voluntarily
submitted progress reports every year and participated in the two-year consultation process to enhance the PRI reporting standards.

Inte [VIEW  Heide Jimenez Davila, BlueOrchard’s Head of Investor Services and Communications, interviewed Emilie Goodall,
the Head of Environmental and Social Themed Investing, PRI, who led the inclusive finance consultation process with asset owners and

investment managers:

Q. Mandatory disclosure of
PRI reporting is new this year.
What motivated this change?

Previously all signatories were
required to report to the PRI,
but publication of responses
was voluntary. Now, a subset
of the reported information will be
published on the PRI’s website.
- This was a decision taken by the PRI
Emilie Goodall, Head of Advisory Council in response to
Environmental and Social increased demand for signatories
Themed Investing, PRI to the PRI to demonstrate how they

are implementing the Principles.
Transparency has always been an important element, it being
the sixth PRI Principle and fifth PIIF Principle. In addition to
accountability and transparency, the Reporting Framework’s
objective is to support learning among signatories. This is
offered via a private assessment report that signatories will
receive, which provides a reference of their progress, both
over the years and relative to their peers.

Q. Inclusive finance is one of the asset classes for which
you have created a specific module. How does this reflect
recent developments in inclusive finance?

There are a number of responsible investment initiatives in
this field already, such as the Smart Campaign, Social
Performance Task Force, and MFTransparency. The inclusive
finance module of the PRI Reporting Framework pulls
these together, building on the CGAP MIV Disclosure
Guidelines, to create the first transparency and accountability
framework for both direct and indirect investors in this field.

Q. What are some of the key indicators, and how are they
categorized?

The Framework aims to capture the answers to these eight
fundamental questions:

* Who are you? (A basic profile of your organization)
How do you approach responsible investment?
Do you take ESG factors into account (if you work with
external managers)?

* How do you incorporate ESG issues into your investment
process?

* How do you practice active ownership?

+ Do you encourage ESG disclosure from the entities in which
you invest?

¢+ How much of your responsible investment activity do you
disclose?

+ To what extent do you collaborate and/or promote
responsible investment?

Q. How will asset owners and the wider investment industry
benefit from this information?

A signatory that just recently joined the PRI and/or PIIF may
be encouraged to see that they already have certain elements
in place and the Framework can provide guidance for the next
steps they might take. Those who have been implementing
responsible investment for some time may find the practices
shared by other signatories helpful in developing their own
approaches, for example in other asset classes.

The fact that there now is a standardized set of information
will make it easier for asset owners to compare information
between managers, which is an excellent starting point for
discussions when selecting, assessing and monitoring managers.



Looking at impact
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Explore initiatives to measure social impact together with microfinance institutions,
practitioners and academic researchers

Various MFls are developing cost-effective, innovative systems to evaluate their specific impact on their clients’ lives. One such
institution, financed by BlueOrchard-managed funds, is Sembrar Sartawi. Fundacion Sartawi is a rural-focused credit NGO operating
in Bolivia that serves close to 14,000 principally agricultural clients. Since 2009, Sartawi has complemented its credit offer with
technical assistance services provided by the Sembrar Institute, a not-for-profit institution working since the 1980s in supporting
the development of the country’s agricultural sector. Sartawi's mission is to ‘provide financial services with a holistic approach to
rural producer populations who do not have access to adequate financial and productive services and who are principally organized
in agriculture value chains.’

In 2012, and with the support of the Inter-American Development Bank's Multilateral Investment Fund, Sartawi began the development
of specific systems to measure social impact and manage risk, namely MEDIS (Measurement of Social Performance and Impact),
GEMA (Environmental Management) and GIRAS (Management of Information on Agricultural and Systemic Risks). This is a long-
term project expected to produce its first series of meaningful results by 2016.

Interview_ Gustavo Muchotrigo, Investment Officer in BlueOrchard's Lima office, spoke with César Pefia, National Operations
Officer and Juan Ponce de Ledn, National Organization and Methods Officer of Sembrar Sartawi on these projects and their importance
to the MFI.

Q. What are Sartawi’'s expectations on MEDIS, GEMA and
GIRAS?

Our management team believes that these tools will allow
the institution to objectively measure the fulfilment of Sartawi’s
social mission on an ongoing basis (with MEDIS) and provide
key decision-making information inputs for risk management
of agricultural lending activities, taking into account factors
such as statistics of climate conditions on the areas where
clients are located (with GEMA and GIRAS).

Q. How will MEDIS work?

As of Q3 2013, MEDIS was integrated into Sartawi’s core
system. We define three main aspects to measure impact:

(i) changes in the capitalization of the household, (ii) increase
of farm productivity, and (iii) increase of income and equity
of the household. Evaluations will be made in two ways:
A comparison between groups of clients that have been
clients of Sartawi for a longer vs shorter period of time;
and bi-annual comparisons of indicators of long term
clients at a certain date vis-a-vis the same indicators when
they first became clients of Sartawi.

Q. Why is it important to Sartawi to track this information?
How will you use it?

With MEDIS, we aim to answer questions such as:

Does Sartawi reach its market target with suitable products
and services, not only through credit but also with technical
assistance? Do these products and services generate a
tangible impact on clients? And is this impact sustainable
in the long term?

With over 60% of our portfolio lent to clients engaged in
agriculture and livestock activities, customizing managerial
tools to the specifics of our target market is crucial for Sartawi
to get a better knowledge of our clientele.

We also recognize the importance of environmental protection
and eco-friendly measures in assuring that these changes
are sustainable in the long term. It is for this reason that we
are developing the GEMA system in parallel with MEDIS in
order to get integrated, and meaningful, results.
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José Luis Kala cultivates squash, pumpkins, and arracacha, a starchy
root vegetable that is a popular food item and major commercial
crop in South America. He currently sells his products in local markets
in La Paz and fairs in his hometown Coroico but is hoping to expand
his production and sales further in the country. He took his loan from
Sembrar Sartawi in order to buy seeds and prepare the land for
planting. Repayments were timed to coincide with the harvest season
of his products, which is every four months, and he has therefore
been able to make his payments on time easily.



Snapshot of outreach data

Funds managed by BlueOrchard provide senior and subordinated debt, in local currency and hard currency to microfinance institutions
throughout Africa and the Middle East, Asia, Eastern Europe and Latin America.

These funds include:

The BlueOrchard Microfinance Fund

The Microfinance Enhancement Facility (MEF’), as co-manager
The Microfinance Growth Facility (‘MiGroF’); and

The Microfinance Initiative for Asia — Debt Fund ('MIFA)
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SOCIAL PERFORMANCE DATA FOR MFIS IN BLUEORCHARD-MANAGED FUNDS (as of 30 Sep 2013) :

Activities financed by MFIs
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BlueOrchard Finance S.A. was founded in 2001 as the first commercial manager of microfinance debt investments worldwide. To this day, the
company has deployed in excess of USD 2bn in loans to microfinance institutions, providing access to microcredit to over 30 million individuals across
50 countries.

Investors in BlueOrchard-managed funds include private and institutional investors, supranational institutions as well as renowned foundations.
The company employs highly experienced staff with backgrounds intraditional and development finance including 24 investment professionals
in Geneva, Zurich, Luxembourg, Lima, Phnom Penh, Bishkek, Tbilisi and Nairobi.

Back Cover Photo: Client of Kenya Women'’s Finance Trust — Deposit-Taking Microfinance (KWFT — DMT), photo copyright Richard Lord
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