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FORTUNIS IMPACT MANAGEMENT SYSTEM (FIMS)

1.0 Introduction

Fortunis Capital is a VC Impact Investor that offers, in our opinion, a genuinely new — and better — way to
invest; a way that goes beyond the usual orthodoxies of ethical investment to deliver what we believe is a
unique fusion of returns potential and positive social Impact.

Our approach to investment has proved immensely successful - success which derives from our philosophy
of leaving as little as possible to chance. Instead, we operate a highly structured and systematic investment
model, designed to mitigate risk in meeting defined objectives. It is a model which consists of several key
components, each one discrete and well-defined, yet which all seamlessly interact to provide an investment
environment that is built around three fundamental aims. These are: (a) to deliver high returns for investors,
(b) to support the goals of the UK Government and global partners, and (c) to give like-minded investors an
opportunity to take part-ownership of a process which actively seeks to address significant social challenges
(see Fig. 1). The components of the Fortunis model which help us achieve these aims range from our highly
granular and analytical process for evaluating and selecting investees (see Appendix D), to our Embedded
Management System (EMS), which describes our unique methodology of investee involvement and support,
and the Fortunis Impact Management System (FIMS).

It is this latter system (the FIMS) which is the focus of this document (other components of the Fortunis
investment model are fully described in separate documents). Here, we will explain the purpose of the FIMS,
and describe in detail how it is constructed and implemented. We will also describe how the FIMS integrates
with, and complements, other components of our investment model.
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Societal
Figure 1. The 3 Fortunis Delivery Impact
Outcomes. In this document, we
describe how the FIMS is used to
define and measure Positive
Societal Impact.
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Commercial Support UK
Returns & global
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2.0 The FIMS: Purpose and Scope

One of the defining characteristics of Fortunis Capital is that we are an Impact investor. Indeed, Fortunis
Capital is the world’s 101st signatory to the IFC/World Bank’s Operating Principles for Impact Management
(see Appendix A). This means that the investment assets included in the Fortunis Venture Impact Investment
Fund must be managed in accordance with these Impact Principles. The purpose of the FIMS is therefore to
(a) provide an assessment and monitoring process which delivers reliable evidence to investors, regulators
and other stakeholders, that this is the case, and (b) to provide valuable feedback to our EMS, to help ensure
alignment with investment objectives in all stages of investee growth. The FIMS differs in some significant
ways (See Section 5.0) from other, more traditional, Impact Management Systems, to take account of
Fortunis” individual approach to Impact investing.



3.0 FIMS in Outline

The basic concept behind FIMS is straightforward: Fortunis makes an assessment of the actual or projected
Impact for each of its investees, for three areas of Impact (Economy, Society, Habitat; see Section 5.2), across
each of three timescales (immediate, medium and long-term; see Section 5.3). The results of this process
are used to derive an overall Impact rating for each investee. These ratings, along with a Fortunis
commentary, are published in an Annual Disclosure Statement and Annual Investee Impact Assessment
Reports. These reports are complemented by a Biannual Portfolio Impact and Commercial Overview which
is informed by the Biannual Portfolio Independent Valuations. Collectively, these elements comprise the
FIMS (Figure 2).

Biannual Portfolio
Impact and
Commercial

Annual Investee Overview

Fortunis
Annual Impact

Fortunis
Impact

Impact

Measurement Disclosure

Statement

Assessment .
Biannual

Reports Investee Portfolio
Independent Valuation

Figure 2: The Fortunis Impact Management System (FIMS)

The FIMS also integrates with other aspects of the Fortunis Investment Model, as shown in Figure 3, to
produce an interactive and dynamic investment environment that uses ongoing feedback to monitor
individual investee development, and help ensure growth remains aligned to all Impact objectives at all times
while part of the Fortunis portfolio.

Investee
Selection

10pilars EMS

+

FIT (Section 5)

Figure 3. FIMS interacts dynamically
with other elements of the Fortunis
model to help ensure goal alignment.

4.0 The FIMS: Beneath the Surface

Although the basic concept of FIMS is simple enough, its practical implementation is considerably more
complex. This is because, at its heart, lies a process of detailed, and (mainly) quantitative Impact assessment:
a process which requires the definition and use of metrics which give a useful and reliable measure of Impact.
Creating and implementing such a measurement system is not straightforward: this is because the FIMS



seeks to quantify both current and projected Impact and, in addition, is concerned with metrics associated
with innovation and new and emerging technologies. However, Fortunis has developed a system which, we
believe, forms a unique and reliable tool for the assessment of Impact. This is called the Fortunis Impact Tool
(FIT). As this tool lies at the core of FIMS, the remainder of this document is focused on describing the FIT in
detail.

5.0 The Fortunis Impact Tool (FIT)

The FIT is a complex and comprehensive scoring system which captures all aspects of Impact, both actual
and projected. Although we do not claim that it provides a precise measure of Impact, we believe it gives a
realistic and reliable estimate of an investee’s true Impact value over its lifecycle (25+ years). There are three
characteristics of FIT which Fortunis believes makes it unique as an Impact measurement tool. These
characteristics are:

5.1 Intergenerational Impact Measurement

The FIT does not rely on traditional methodologies to measure Impact. This is for two principal

reasons:
(i) The Fortunis portfolio is exclusively based on innovative and disruptive
technologies: radical solutions which have Impact over both the short and the long

term.
(ii) Fortunis does not conform to the traditional passive VC approach to fund

management. Instead, we adopt a highly active methodology for growing value in
our investees, through our Embedded Management System (EMS). This close
involvement with investees affords us the opportunity to continually shape and
develop Impact potential.

For these reasons, Fortunis investees have the potential to have a transformative effect on their
market sector. Their Impact, therefore, while tangible and significant in the immediate term, also
has intergenerational potential. Fortunis therefore considers that the traditional approach to Impact
measurement, which tends to be based on narrow, short-term metrics, is inappropriate for our
investees. While conventional metrics are pertinent and useful, they also have limited relevance
over longer timeframes, and their use would, Fortunis believes, be likely to lead to a significant
underestimation of what we consider to be the true Impact of our investees.

5.2 UN SDG Alignment

The FIT metrics are designed to establish the actual or projected Impact each of our Investees have
on our world. These metrics are aligned to the 17 United Nations Sustainable Development Goals
(SDGs). Fortunis believes that each individual SDG impacts, either directly or indirectly, one of three
categories: (i) Economy, (ii) Society, and (iii) Habitat. These three categories are called the Fortunis
Impact Effect Categories (IECs). The SDGs and their relationship (direct or indirect) with each IEC is
shown in Appendix B.

By scoring and assessing each investee against quantitative and qualitative metrics (See Section 5.3),
under each |IEC, defined (by Fortunis) to reflect the SDGs, it is possible to arrive at an overall Impact
value for the investee concerned.

A detailed description of the Fortunis scoring methodology, using the IECs, is shown in Section 6.0



5.3 Quantification

The third way in which Fortunis believes the FIMS differs from traditional Impact management
systems is in its attempt to accurately and reliably quantify Impact. Fortunis believes that Impact
metrics should also (as noted in Section 5.1) provide a meaningful indication of true Impact —i.e.
Impact over a wide timescale, from the present day to at least 25 years ahead. For this reason, the
FIT identifies quantitative (as well as qualitative), assessment criteria, for each IEC, which are then
assessed (quantified) for each of three timescales. These timescales are: immediate (1-5 years);
medium-term (5-25 years); and long-term (25+ years, future generations). The average of the
‘timescale scores’ gives an overall value for each IEC. We recognise that the longer-term metrics will
clearly be more of an estimate than the more immediate metrics.

We will now look at how the FIT combines the three metric characteristics just described to give an
overall Impact value for an investee.

6.0 The FIT Scoring Process

The FIT brings together the Impact characteristics of Sections 5.1, 5.2 and 5.3 to calculate the overall Impact
of an investee. Put another way, Fortunis measures SDG alignment in a quantitative (and qualitative) way
over the short-, medium- and long-term.

To achieve this, each IEC (Economy, Society, Habitat) is broken down into relevant sub-categories, which are
then scored for each of the three timescales (immediate, medium and long-term). These (timescale) scores
are then averaged to provide an overall Impact score for each IEC. The sub-categories of each IEC are shown
in Table 1, below. A full definition of these subcategories, and the scoring criteria for each, is show in
Appendix C.

IEC SUB-CATEGORY

Economy , Individual Financial Well-being
Impact includes the stimulation,
rationalisation or stabilisation of any financial
or economic models or practices that benefit ‘ Job Creation

individuals, communities or systems. | Increased Economic Resilience

Reduced Financial Exploitation

Society | Enhancing Human Wellbeing

Impact includes sustainable and ethical
improvements to individual lives and
communities, and the promotion of a diverse ‘ Diversity and Inclusion

and inclusive social fabric. ‘ Social Cohesion and Community

Equal representation

Habitat . Enhancing Infrastructure
Impact includes sustainable contributions to
our environment, climate and way of life
across the entire biosphere.

Environment and Climate

Table 1. IEC subcategories. A full definition and examples of scoring criteria are shown in Appendix C



7.0 Using the FIT to Calculate Investee Impact Rating

The results of the scoring process described in Section 6.0 are illustrated as shown in Table 2. This shows the
FIT data for a single IEC (Economy) from a hypothetical investee. In this case, the (hypothetical) investee
concerned has an overall Impact score of 81% for the Economy IEC. The process is duplicated for the other
two IECs. Although the overall Impact score takes account only of quantitative metrics, all qualitative metrics
are also evaluated and recorded, and are available to stakeholders on request.

IEC: ECONOMY

Sub-category Scoring type | Immediate
Term

80% 85% 83%

Individual Financial Well-being Quantitative
Reduced Financial Exploitation Quantitative  85% 80% 80% 82%

Job Creation Quantitative  75% 85% 90% 83%

Increased Economic Resilience Quantitative  70% 75% 80% 75%
Qualitative Text Text Text

Overall rating (IEC: Economy) 81%
Table 2. Determination of Impact score for a single IEC. This process is repeated for all 3 IECs.

When the process of determining Impact scores for all IECs is complete, the data is collated and shown in
summary form. Figure 4 shows an example. The highest Impact score for each individual IEC is taken as the
overall Impact value of the investee. For the purposes of illustration, Figure 4 shows data from an actual
Fortunis investee (Karma; fintech sector). Documents (such as the Annual Impact Disclosure Statement)
showing a detailed breakdown of the FIT process for each individual investee are available to all stakeholders.

FORTUNIS IMPACT TOOL: KARMA

OVERALL IMPACT RATING: HIGH

IMPACT EFFECT CATEGORIES (IECS) SCORE(%) SCORING KEY

ECONOMY....... . qeno 85 IMPACT RATING

LOW MEDIUM
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Through advanced application technology and extensive
partnerships with retailers and employers, Karma provides
interest and cost free loans for individuals, enabling

the avoidance of crippling debt cycles and encouraging
increased financial planning by the user.

IMPACT

Figure 4: An example summary of the FIT analysis



8.0 The FIMS and the Investee Lifecycle

As noted in Section 3, the FIMS integrates with other components of the Fortunis investment model, such
as the investee selection process and EMS. Figure 5 shows how various elements of the FIMS, such as the
FIT and reporting procedures, are deployed (often several times) in each investee lifecycle phase, in order to
update investors and other stakeholders, as well as to inform the Fortunis EMS and help ensure alignment
with investment objectives.

FIMS AND THE INVESTEE LIFECYCLE

. . Further growth, Scale-up, define Revenue growth,
5‘-"““““_ and Initial gr_ow:th risk management income streams,  further M&A; IPO:
Or‘lbdal'dll‘lg and de-“skl“g and Expansion expansion fu“her PE
commercialisation
Research and
Deal Flow External
: : Development Early VC Late VC PE :
Selection Exit
(R&D)
Initial assessment FIT assessment FIT assessment FIT assessment FIT assessment
against 10 criteria verification verification verification verification
Initial FIT Annual FIT Annual FIT Annual FIT Annual FIT
assessment assessment assessment assessment assessment
Investee DD and Full FIT FIT Reporting to FIT Reporting to FIT Reporting to
Selection assessment - exit Investors Investors Investors
Full FIT FIT Reporting to Full FIT Full FIT
assessment Investees assessment - exit assessment - exit
Full FIT
assessment - exit

Figure 5. Components of the FIMS are implemented in each phase of investee development.




Appendix A: The 9 Principles

The IFC/World Bank defines the 9 Impact Principles as “..a framework for investors for the design and
implementation of their Impact management systems, ensuring that Impact considerations are integrated
throughout the investment lifecycle.”

They are:

PRINCIPLE 1
Define strategic Impact objective(s), consistent with the investment strategy.

PRINCIPLE 2
Manage strategic Impact on a portfolio basis.

PRINCIPLE 3
Establish the Manager’s contribution to the achievement of Impact.

PRINCIPLE 4
Assess the expected Impact of each investment, based on a systematic approach.

PRINCIPLE 5
Assess, address, monitor, and manage potential negative Impacts of each investment.

PRINCIPLE 6
Monitor the progress of each investment in achieving Impact against expectations and respond
appropriately.

PRINCIPLE 7
Conduct exits considering the effect on sustained Impact.

PRINCIPLE 8
Review, document, and improve decisions and processes based on the achievement of Impact and
lessons learned.

PRINCIPLE 9
Publicly disclose alignment with the Principles and provide regular independent verification of the
alignment.

More information can be found at: www.lmpactprinciples.org/9-principles



http://www.impactprinciples.org/9-principles

Appendix B: The UN SDGs and their Impact Relationship with IECs

The 17 UN SDGs
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SUB-CATEGORY

1) INDIVIDUAL FINANCIAL WELL-BEING

Definition

The ability to enable or promote wealth creation
without exploitation; create financial independence;
improve financial awareness through education and
behavioural enhancement; contribute to
generational improvement trends.

2) REDUCED FINANCIAL EXPLOITATION

Definition

Contribution to releasing individuals from financial
dependencies, crippling debt spirals and vulnerability
associated with financial exposure related to socio-
economic status.

Scoring criteria. Each of the quantitative criteria below
are measured for each timescale, and averaged to
provide an overall IEC value.



3) JOB CREATION

Definition

Promoting the creation of employment opportunities
with particular focus on adversely Impacted
communities and regions.

4) INCREASED ECONOMIC RESILIENCE

Definition

Positively affecting the conditions for individuals and
communities to increase financial diversification,
trade relationships and sector expansion and
enhancement. Includes promoting financial
interdependencies, benefit and trust.




Appendix D: The Fortunis Investee Selection Process

Ensuring that investees meet strict commercial, social Impact and scalability criteria is a critical part of the
Fortunis investment model. These criteria are shown in the table below. Potential investees which meet

these criteria are subjected to a full FIT assessment to determine Impact value.

SOLVING A SOCIETAL
PROBLEM

UNIQUE SOLUTION, FIRST-
MOVER

POSITIVELY DISRUPTIVE
APPROACH OR SOLUTION

TECHNOLOGY-BASED

HIGH QUALITY TEAM

COMMERCIALLY VIABLE

GLOBALLY SCALABLE

CONTRIBUTES SOLUTIONS
TO UNITED NATIONS
SUSTAINABLE
DEVELOPMENT GOALS

GENERATES IMPACT

Criteria Comment

A company whose mission is to address and ameliorate a genuine, universally-
recognised issue which itself is a cause or contribution to any form of human
suffering, mental or physical. Itis a problem worth solving.

A company who offers a solution not yet in the public domain and not yet
deployed successfully.

A company whose approach to the solving a problem is entrepreneurial and
directly challenges existing or established methodologies and which will, when
deployed successfully, expel unethical competitors from economic viability in
the marketplace.

A company whose solution is based on novel or emerging technology (e.g.
Biotech; Fintech; Greentech).

A company whose founders and core members are appropriately qualified,
capable and motivated to develop and grow their company with Fortunis.

A company which demonstrates the potential, through a programme of applied
management and enhancement, to significantly increase in value.

A company whose solution is applicable and deployable globally, in response to
a global demand for its solution(s).

A company whose business model contributes a solution to a challenge (or
challenges) identified by the SDGs and relevant in its market, either directly
through the core product or service, or indirectly through the way the company
differentiates its core product or service.

A company whose positive contributions toward the SDGs are measurable and

OUTCOMES THAT ARE reportable using credible third-party metrics. During the lifetime of the
MEASURABLE investment, Fortunis will set targets related to the Impact of the product or
service and assess progress, which will be reported by Fortunis to fund investors

annually.
1 ASPIRES TO A company that actively manages and seeks to improve its performance on
IMPROVEMENT IN ESG relevant ESG-related issues. During the lifetime of the investment, Fortunis will
PERFORMANCE measure, monitor, and report on ESG-related performance to fund investors

| w IS w ) [N
o

annually.

The Fortunis selection criteria. Each aligns, either directly or indirectly, with the UN SDGs.
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