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What has been achieved and what needs io be done
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A forum for building consensus on impact measurement and management

Since 2016, the Impact Management Project {(IMP) has brought together more than 2,000 practiticners to agree on
the dimensions of performance that matter for impact measurement, management and repaorting,
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Context: ESG vis-a-vis Impact measurement

Environmental, Social and Governance ("ESG”) factors typically measure ‘efforts’, based on evidence that those efforts are
likely to mitigate negative impact. This is a practical and essential part of overall impact management. It is the floor or on-

ramp.
Efforts Impact
Input Activity Output Outcome
WHAT
| |
' | O
ESG metrics usually refer to efforts, not impact:
WHO
According to an NYU study', 92% of the 1750 ‘S’ indicators in use today -
measure companies’ efforts, such as: =
* Issuing policies or commitments; -
«  Conducting audits, risk assessments, or training; HOW MUCH
«  Participating in membership organizations or other collaborations;
*  Engaging stakeholders. —I_
‘3" indicators, by nature, are activities too. CONTRIBUTION
A larger portion of 'E' indicatars measure outcomes — but typically not A
in context
RISK

! “Putting the "S" in ESG: Measuring Human Rights Performance for Investors, NYU Stern, March 2017
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Context: ESG vis-a-vis Impact measurement

Impact data builds on ESG data and measures the change in outcome that an effort generates, in context. This is essential for
understanding the level of positive impact that an asset has, and how much it contributes to the SDGs.

Efforts Impact
. \J
Input Activity Output ;? %
i
*  Delivery of * Parficipants . Qutcome level and threshold: what level
training trained of skill did participants achieve and how

important is to them?

“# hours / $ spent * Baseline: what level of the skill did
per capita on participants have before? O

training”

« Scale: how many people have achieved
that level of skill?

«  Depth: what degree of improvement have
they experienced?

* Duration: how long does the skill last?

Ml

+

* Contribution: would participants likely
have achieved that level of skills anyway?

« Risk: what's the likelihood that this result A
is not what we think it is?



Five dimensions of impact

Impact dimension Questions to guide measurement
Everything we do has What outcome occurs? Is it positive or
impacts on people and the negative? Is it important to the people or
olanet. WHAT planet experiencing it?
O Who experiences the outcome? How
WHO underserved are they in relation to it?

An impactis a change in
outcome that would likely

not happen anyway. How much of the outcome occurs — in terms

of how many pecple experience i, the

wiei

HOW MUCH

degree of change and how long it lasts for?
+ What is the enterprise’s contribution to the
= _ RS outcome, relative to what would likely
O understand any mpa;t, happen anyway?
we need to understand five
dimenslons.of performenes A What is the risk to people and planet that

RISK impact does not occur as expected?



Worked example — hourly wage

IMFPACT DATA CATEGORY INDICATOR COMPANY DATA EXTERNAL DATA 1. A sufficient
a Outcome level Income per hour £9.50 level of cutcome
for the person/
b Outcome threshald Local living wage per hour b nlanet
Importancs of the Survey results MdsE =
<putcome> 1o stakeholder {5=very important) !
Stakeholder nia Employses

O Boundary Region, Country Marth West, LK
c Baseling Incame per hour in prior period L7550
d Scale Total no. of employees 746
=i . Denth Cifference between cutcome in
= - P period (a) and baseline ()
¢ BiGraE Awvernge tenure of employees 18
fmaonths)
g Depth Industr*,f.benclwark: average wage £g 28
par hot
b Duration Industry benchmark: average tenure 14

of <employeas> {months)

Type and level of
relevant impact
ITaks

rfa

Evidence Risk, Low

2. peer/ industry

benchmark




The ABC of impact performance

Assessment of data across the five dimensions tells us if an impact is ‘Acting to Avoid Harm’, ‘Benefitting
Stakeholders’ or 'Contributing to Solutions’. The totaf impact of any asset — or portfolio of assets — is the
combination of its impacts on people and the planet.

T Data catetory Acting i Benefiting Cnntrlbutlng to
stakeholders solutions
Dutcome lewvel
Outcome threshold ; . o
Important negative Important positive Important positive
WHAT Felative impartance of the cutcome to PRiRlTE it Quicame
the stakehalder
O Baseline FCirios Various Underserved
WHO
Srale | Taiel For many and/or
= High degrae of positive e High dagree of positive
HOW MUCH change change andior
Curation Weriou farion Leng-term
+ Cepth countarfactual
Lilkely same or better Likely same or better Likely better
CONTRIBUTION Ciuration counterfactual
& Type and level of risk
RISK v
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The ABC of impact intention

The ABC of impact performance matches the impact of an asset, or portfolio of assets, to an investor's intentions.

Actto Benefit
avoid harm stakeholders :
"I have regulatory “I want to have o positive Cont"t?ute to
- requirements to meet (e.q. effect on the warld to solutions
Bam(grmaﬂ | have to cut my carbon sustain long-term financial “We want to help tackle

cause harm emissions)" performance” malnutrition in Africa”

“We want to help tackle

I want te mitigate risk" “f want a world where :
- : all businesses try to the education gap

have o positive effect
on sociefy”

| want to behave
responsibfy™




Bringing it all together

(EXPECTED) Accept Accept partial Accept full

_ ST i 5 5 disproportionate | preservation ¢ lossof capital
FINANCIAL Accept competitive risk-adjusted financial returns risk-adjusted AF cagiial

PERFORMANCE i returns

INTENTIONS “f i aware of "I hove regulafory “f want to back “f wanit to felp tuckle climate

potential negotive reguiremenis to businesses that change”

impact but do not try  meet” benefit society to

to mifigofe " sustain leng-term “f want to help tuckie the
“f wont to mmitigate financial education gap”
risk™ performance™

IMPACT
PERFORMANCE

Benicfit stakehaolders

May have negative Mitigate or reduce Generate positive = Generate significant
outcomes for negative outcomes outcomes for positive change for
people and the for people and the people or the otherwise underserved

planet - planet planet people or the planet

- e —_———————

Efforts data Outcome

data

{focus of Impact data

ESG)
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The investor’s contribution makes a difference, too

The impact of an investment is not just the impact of the underlying assets / enterprises. Investars use four strategies to contribute to
impact, often in combination.

Signal that measurable impact matters = Investors can cheose not to invest in, or to favour, certain investments such that, if all investors
did the same, it would ultimately lead to a 'pricing in’ of social and environmental effects by the capital markets. Often referred (0 as valuegs
alignment, this strategy expresses the investors’ values and is an important baseline, But alone, it is not likely to advance progress on societal
issues when compared to other forms of contribbution.

Engage actively = Investors can use expertise, networks and influence to improve the impact of businesses. Engagement can include a
wide spectrum of approaches - dialogue with companies, creation of industry standards, taking board seats and providing hands-on
management support (as often seen in private equity).

Grow new or undersupplied capital markets = Investors can anchor or participate in new or previously overlooked apportunities, This
may involve more complex or less liguid investments, or investments in which some perceive risk to be disproportionate to return.

Provide flexible capital = Investors can recognise that certain types of enterprises do require acceptance of lower risk-adjusted financial
return to generate certain kinds of impact.



Impact Classes compare type of performance

IMPACT OF UNDERLYING ASSETS / ENTERPRISES

INVESTOR'S CONTRIBUTION

SIGNAL

ENGAGE

CATALYSE

E.g. Ethical bond fund

E.g. Shareholder activist fund

E.g.Anchaor imvestment in a
negatively-screened real estate
fund in a frontier market

Mitigate ol reduce
negative Impacts that

matter to peopls and
the planst

E.g. Positively-screened f best-in-
class ESG fund

E.g. Positively-screened / best-in-
class ESG fund using deep
shareholder engagement to
Improve performance

E.q. Positivelyscreenad
infrastructure fund in a frontier
market

Generate positive
impacts for people or
the planat

CONTRIBEUTE TO SOLUTIONS

E.0. Sovereign-backed bonds
secondary market) funding
vaccine delvery to undersernved
people or renewable energy

projects

E.g. Public or private equity fund
selecting and engaging with
businesses that have a significant
effect on education and health for
undersened people

E.g. Bond fund ancharng primany
issuances by businesses that

hawve a significant effect on
environmental sustainahbility, access
to clean water and sanitation

Eq. Private equity fund making
anchar investments in busnesses
that hawve a significant effect on
income and employment for
undersenved people

E.g. Betow-market charity bongs,
ar an unsecured debt fund
fecused on businesses that have
a significant effect on employment
for undersernved people

E.g. Fatient WV fund providging
anchor investiment and active
engagement to businesses that
hawve a significant effect on energy
access for underserved people

The impact of
underlying
assets is
derived from
performance
across the five
dimensions of
impact

o
-
A
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A range of investment products have already self-classified by impact class

« Sancard Life Imsesiments Ethical Carparates

Bond Fund

+ Swndard Life Invesiments European Ethical

Ecquity Funed

e
SRR

Meuberger Barman Suantitative 255 Factor

= Cleatbridge International Value ESG

Strateqy

= Cleartridge Dividend Stretegy ESG
= Clearbridge Apprecialion ESG Stralegy

sleuberger Berman Sustainaale Ecuities
Neuberger Barman Emerging Markels
Equity Select

Bridges Propemny Alternetives Funds Lok
Capital Srowtn Fund (Lok 17

» Meuberger Berman Municipal mpac
«» Aberdesn Standard Global Equity InepeaEct

Func

= Cabvart Impact Carmmunity Motes

= Christian Super Renewable Energy Sleeve

A

« Mests Impact Investmeant Furd
= Bridges Sodal Impect Band Furd 0|

» Deulscie Bark Mew Inilialives Fund

= Acumen Capltal Markets

» Bridges Sodal Impact Band Fund
» Deulscie Bare Maw Inilialives

» [Fund Ford Foundatlon's PRI Fund
- EABRV SFRE Fund

+ Root Capitsl Loan Fund



. . Where do we need to get to?

All enterprises and investors have processes to...

Measure and disclose their ESG risks + positive impacts that matter to people
and the planet so that stakeholders can...

Compare ESG risks + positive impacts 1o understand where they could do better,
with the result that they...

Improve performance by mitigating/minimising ESG risks + increasing positive
impacts



-+ Why a structured network?

The IMP team facilitates and provides significant technical support to a
‘'structured network’ of standard-setting organisations, whose expertise
and audiences are complementary and who, taken all together, have the
potential to provide complete and generally accepted principles,
frameworks and standards for impact measurement and management.

From 2019-21, the IMF Structured Network has three workstreams:
* Processes for managing impact {Practice)
* An accounting framework and data standards for measuring and
reporting impact {Performance)
+ Rating and valuation technigues for comparing impact
(Benchmarking)

AN
GRI
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A strategy to achieve the vision

PERFORMANCE PRACTICE

BENCHMARKING

WHAT IS UNDERWAY

Principles of ESG + Process standards for

impact management ESG + impact
management

Conceptual framework Metrics for ESG + impact

for ESG + impact disclosure {universal, issue-

measurement specific and bespoke data
standards)

1. Signatories to signal practice

2. Ralings to compare practice

3. Impact class to compare type of performance
4. Ratings to compare performance

5. Valuation to compare performance

All enterprises and investors
have processes to..

Measure and disclose their
ESG risks + positive impacts
that matter to people and the
planet so that stakeholders
can...

Compare ESG risks +
positive impacts to
understand where they could
do better, with the result that
they...

Improve performance by
mitigating/minimising ESG
risks + increasing positive
impacts
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. . How ratings relate to the five dimensions

WHAT

WHO

HOW MUCH

|
-1

CONTRIBUTION

A
RISK

Outcome

Baseline

Depth

Duration

Counterfactual

Risk type

D=Ly
Risk level

IMPALCT MEASLURE

Skill level achieved by participants and its
importance

skill level of participants in pricr pericd

Degree of change in skill feve! (= owtcome —
bBaseling)

Mo. of participants achieving skill level

Curation of skill level

{Estimaticn of) counterfactual

Evidence risk
ate,

RATING

£.9. Score level of outcome

g.4. Score importance of autcome

2.q: Score how underserved the population is

Addressed by ocutcome & baseline scoring

e Score how many people experience the
outcoms

e.4. Score how leng the outcome lasts for

e.g. Score how much better the outcome is
than the relevant benchmark

g.q. Score level of risk



How valuation relates to the five dimensions

WHAT

WHO

HOW MUCH

_.I_

CONTRIBUTION

A

RISK

Qutcoame

Baseline

Depth

Scale

Duration

Counterfactual

Risk type

Risk level

IMPACT MEASUIRE

Skill level achieved by participants
and its importance

Skill level of participants in prior
period

Degree of change in skilf level (=
outcome — basaeling}

Mo, of paricipants achieving skill level

Curation of skill level

{Estimation of) counterfactual

Evidence risk
etc,

VALLUATION

Average $increase in
wages for up-skilled
employeas

* Mo, of employees

% Adjustment far duration

® Adjustment far

counterfactual

¥ Dizcount fTactor



. . Appendix — publications and resources

These have been further translated into Spanish and Mandarin, accessible
on our website; http://www.impactmanagementproject.com/latest/imp-
resources-now-available-mandarin/
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Investor's Perspective: A shared convention
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Investor's Perspective: Anillustration of how we can build portfolios that match impact
and financial goals with intentions and constraints (UBS)
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