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This document is issued by Accelerating Impact and LuxFLAG (the “Co-Issuers”), created with the greatest of care and

to the best of their knowledge and belief.

Any information and reference published in this publication are communicated for information purposes only based on
information known on the date of publication. The information contained in this publication has been obtained from
sources that the Co-Issuers believe to be reliable, but no representation or warranty, express or implied, is made as to
the accuracy, completeness, reliability or timeliness of any of the content or information contained herein. As such, the
information is provided ‘as-is', ‘with all faults’, and ‘as available’. The opinions and views expressed in this publication
are those of the Co-Issuers, and are subject to change without natice, and the Co-Issuers have no obligation to update

the information contained in this publication.

The information contained in this publication shall not be interpreted to contravene or prevail aver any existing or future
palicy, legal and regulatory frameworks within the evolving field of sustainable finance. Interpretation relying on

proposed legal texts unfil the adoption of final laws should be used with the greatest caution.

The information contained in this paper does not constitute investment advice, recommendatian, or encouragement to

invest, nar shall it be interpreted as legal advice or as recommendations and guidelines.

The views and opinions published in this publication are those of the Co-Issuers and shall not be binding on the Co-
Issuers, their members, their agents, ar anyone else. Further, nane of the Co-Issuers or organizations mentioned in this
publication shall be held liable for any improper or incarrect use of the infarmation described and/or contained herein
and assume no responsibility for anyone's use of the information. Under no circumstances shall the Co-Issuers or
organizations mentioned in this publication, or any of their members or agents, be liable for any direct, indirect,
incidental special, exemplary or consequential damages (including, but not limited to: procurement of substitute good
or services; loss of use, data or profits; or business interruption) related to the content and/or to the user's subsequent
use of the information contained herein, however caused and on any theory of liability. The user agrees to defend,
indemnify, and hold harmless, the Co-Issuers and the organizations mentioned in this publication, as well as any of
their members or agents, from and against all claims and expenses, including attorneys' fees, arising out of the use of

information herein provided.

Used by permission. This work is licensed under a Creative Commons Attribution 4.0 International (CC BY 4.0) license

(https://creativecommons.org/licenses/by/4.0/legalcode.en) and may be copied and redistributed in any medium or

format for any purpose, even commercially. Appropriate credit must be given, providing a link to the license, and
indicating if changes were made. This may be done in any reasonable manner, but not in any way suggest that the

licensor endarses you or your use.
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The use of Accelerating Impact’s or LuxFLAG's name for any purpose other than for aftribution, and the use of
Accelerating Impact’s and LuxFLAG’s logos shall be subject to a separate written license agreement between

Accelerating Impact or LuxFLAG and the user and is not authorized as part of this CC BY 4.0 license.

Note that link provided above includes additional terms and conditions of the license.
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EXECUTIVE SUMMARY

Accelerating Impact and LuxFLAG, both active actors in impact finance, decided to join forces to develop a stronger
foundation to formulate a Social Impact Investing Definition, to launch a related Social Investment Framework, and to

nurture the development of social investment products.

This shared definition and framework serves as a cornerstone for advancing our respective activities. Accelerating
Impact and LuxFLAG have both witnessed increasing demand for financial products classified as social impact investing

and the need for a clear definition.

Both initiatives provide, as part of their mission, support to investment products that focus on achieving measurable
social outcomes alongside financial returns. By setting clear standards and providing meaningful recognition, these
efforfs aim to encourage greater alignment of capital flows with social objectives, driving the growth and legitimacy of

the social investing ecosystem.

In recent years, most attention has been focused on tracking and defining environmental and climate finance. This has
been driven by a variety of factors, including an increased focus and pressure on financiers and their investees to report
on climate impact and increased regulation on sustainability and climate reporting. Climate finance benefits from well-
esfablished infernafional commitments and tracking mechanisms, which provide guidelines and standardized metrics

for measuring impacts like carbon emissions reductions.

In comparison, the measurement and reporting of social finance are not as developed due to the complexity and
diversity of social issues compared ta the more narrowly defined environmental metrics. Social finance encompasses
a broad range of oufcomes, from health and education fo sacial inclusion and poverty alleviation, making it challenging
to creafe uniform measurement standards. Additionally, social impacts are often more qualitative and context-specific,
requiring nuanced approaches to capture the full extent of their effects. This complicates the development of consistent

reporting framewarks, thus hindering social finance flows.

Our methodology to build a shared definition and framewark involved a review of prior work, comprehensive literature
review and research, the creation of the framework, consultations with practitioners to elicit feedback, and finally
dissemination of the research. This approach ensured that our framewaork not only integrates thearefical insights but
also addresses practical considerations and challenges on the ground, paving the way for a more cohesive approach to

determining our Social Impact Investing Definition and creating a Social Investment Framewaork.

Considering a growing dialogue on existing social inequalities and a growing recognition of the need to address the
social implications of the ongoing transition fo a low-carbon economy, social impact investing is experiencing rising
demand and interest, as evidenced by several emerging frends. Notable among these are the development of new

financial instruments designed for social impact investing, a proliferation of funds with a social lens, increasing
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investment volumes in the field, and rising interest from institutional investors in allocating portions of their portfolios

to impact investments.

To increase credibility and boost investment into the social impact finance sector, greater clarity around a shared
definition and a standardized categorisation of activities would be beneficial. We propose the following definition for

Social Impact Investing:

Social Impact Investing is the financing of social activities made with the intention to generate
measured and managed substantial positive impact, while avoiding or mitigating negative impact,

alongside a financial return.

Social activities include those that promote access to or whose objective is to promote decent work
across the value-chain, adequate living standards and wellbeing, and/or inclusive and sustainable

communities.

In this proposed definition, we include key terms such as eligible social activities, intentionality, measurability and
transparency, substantial positive impact (implicitly including target populations and additionality), negative impacts

(cavering exclusions and minimum safeguards), and financial refurn.

We provide with greater detfail around our rationale to include each of the key terms in our definition as well as the

alignment with other framewaorks’ definitian.

While many acfivities may yield incremental or modest social benefits, achieving frue transformation requires a
Substantial Impact. This means that any activity should specifically target an unmet need experienced by a population

group ar deliver significant benefits to the broader population through its product or service.

Given the variability in qualifications that define what constitutes a substantial impact, we have further elaborated on

the concept in our research paper.

Atafundamental level, eligible social investment must address an unmet need in line with the Availability, Accessihility,
Acceptability, and Quality (AAAQ) Toolbox (Danish Institute for Human Right, n.d.) by providing a good or service that is
otherwise unavailable, reducing barriers to accessing a good or service, increasing the individual and cultural

acceptability of a good or service, and/or increasing the quality of a good or service.

Furthermore, certain social activities may have a positive impact when directed at specific population groups, yet the
same activities might offer limited benefits in addressing the needs of other groups. This underscores the critical

importance of defining Target Population accurately.
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As part of the framework, we mapped out which sacial activities various market practitioners qualify as eligible. We
chose to adhere to the proposed EU Sacial Taxanomy structure (Platform on Sustainable Finance, 2023) by categorizing

these activities in the three following themes:

Decent Work across the Value-Chain,
Adequate Living Standards and Wellbeing, and

Inclusive and Sustainable Communities.

For each theme, we share a list of example activities that would qualify under Social Impact Investing. These non-
exhaustive lists of activities were identified during our review of existing frameworks, taxanomies, and financial

products, and categarized in the proposed themes and sub-themes.

To consider the potential negative impact of any Social Impact Investing activity and to ensure adherence to social and
environmental standards, we also set out suggested lists of Excluded Activities. Similarly, these lists were based on

extensive review of existing frameworks.

The following table provides a concise yet comprehensive picture of the Social Investment Framework.
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SOCIAL INVESTMENT FRAMEWORK

Eligible Activities

Access to quality education

Equitable access to employment,

Decent Work entrepreneurship, and remuneration
across the Value-
chain Access to rights and protections at work
Supporting workers in a green and just
transition
Access to quality healthcare
Access to affordable housing and energy
A te Livin ‘ .
dequa € 9 Food security and sustainable food systems
Standards and
WeIIbeing Access fo clean water and sanitation
Access to safe, affordable, convenient, and
effective financial services
Access to affordable and functional economic
infrastructure
Inclusive and Sacial inclusion, diversity, and gender equality
Sustainable Access 10 social services and support
Communities

Access to and preservation of culture

Exclusions & Safeguards

Controversial

Activities prohibited

by legal instruments

Adult entertainment

Alcohal

Ashestos fibres
(unbonded)

(oal (hard coal and
lignite)
Cloning / gene editing
of animals
Contraversial

jurisdictions

weapons and
munitians
Conventional
weapons and
munitians
Electricity generation
with more than 100g
(02e/kWh GHG

Fossil fuels
Gambling, casinos,
and equivalent

Indigenaus land

Land use based on

deforested land

Minerals (conflict
minerals / deep sea

mining)
Nuclear power
generation
Palm oil from pre-

1994 plantations

Pharmaceuticals
subject to phase outs

or bans

Radioactive materials

Tobacco

Unsustainable fishing

Minimum Safeguards

IFC's Performance Standards on Environmental and Social Sustainability

ILO Declaration on Fundamental Principles and Rights at Work

International Bill of Human Rights

OECD Guidelines for Multinational Enterprises

UN Guiding Principles on Business and Human Rights
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ACCELERATING IMPACT supports emerging investment managers

focused on the Sustainable Development Goals to develop the impact Q I S F ﬂ

finance leaders of tomarrow.

Accelerating Impact was founded in 2018 as an independent non-profit I c F H

initiative in the form of a public-private partnership between the powered by

ACCELERATING IMPACT

finance sector (Arendt & Medernach, Deloitte, Elvinger Hoss, EY, Innpact, Investing for Development, KPMG, LuxFLAG,

Luxembourg State and privafe entities of the Luxembourg impact

Opportunity Financial Services, PwC, TIIME and 4Climate). The initiative furthermore collaborates with the European

Investment Bank Group and Spuerkeess, Luxembourg’s national savings bank.

Accelerating Impact powers the International Climate Finance Accelerator Luxembourg (www.icfalu) and the
International Social Finance Accelerator Luxembourg (www.isfa.lu). Through these programmes, the initiative offers
technical and financial support to impact investment managers in their start-up phase with strong, innovative impact

investment strategies in process of fundraising.

LUXFLAG (Luxembourg Finance Labelling Agency) is an independent

and international non-profit assaciation created in Luxembourg in July LU X F LAG
. ) . ) Supporting Sustainable Finance

2006 by seven private - public founding partners to support sustainable

finance: ABBL, ADA, ALFI, the European Investment Bank, Luxembourg for Finance, the Luxembourg Stack Exchange,

and the Government of Luxembourg. In 2023, ACA has become the eighth Charter Member of LuxFLAG.

LuxFLAG Is dedicated to supporting investors on their sustainability journey. LuxFLAG's mission is to bring clarity and

transparency to the financial landscape by awarding unique labels designed for global use on eligible financial and

insurance products.

LuxFLAG's Labels are tailored for all financial instruments, reflecting their commitment to fostering a more sustainable
and responsible world. Their global diverse label portfolio can be classified into: Impact Labels: Microfinance,
Environment, Climate Finance, Green Bonds Sustainability Transition Labels: ESG, ESG Insurance Product, ESG

Discretionary Mandate.
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