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Operating Principles for Impact Management — Disclosure Statement

July 8, 2022

Radicle Impact Management, LLC (hereinafter “Radicle Impact” or “Radicle”) is on a mission is to change
the venture industry for good. We make direct equity investments in early-stage companies with
systems change potential in Climate Solutions and Fair Finance. We prioritize diversity, equity and
inclusion in everything we do, which is reflected in our team and the founders we support. Our objective
is to generate measurable social and environmental impacts to tackle growing economic inequality and
climate change, while generating attractive returns.

As part of our effort to incorporate impact into everything we do, hold ourselves accountable to our
impact goals, and continue improving as an organization, Radicle is a signatory (“Signatory”) to the
Operating Principles for Impact Management (the Impact Principles). This Disclosure Statement affirms
that Radicle Impact’s core business and investment processes are managed in alignment with the Impact
Principles. This disclosure applies to all assets under management by Radicle, amounting to 50.3M* as of
March 31, 2022. It is our intention that all future assets under management will conform to the Impact
Principles.
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Note:
1. Fair market value of Radicle Impact’s investments as of 3/31/2022 in Emerging Impact Fund, LP and Emerging Impact Fund Il, LP;



Principle 1. Define strategic impact objective(s), consistent with the investment strategy: The
Manager shall define strategic impact objectives for the portfolio or fund to achieve positive and
measurable social or environmental effects, which are aligned with the Sustainable Development
Goals (SDGs), or other widely accepted goals. The impact intent does not need to be shared by
the investee. The Manager shall seek to ensure that the impact objectives and investment
strategy are consistent; that there is a credible basis for achieving the impact objectives through
the investment strategy; and that the scale and/or intensity of the intended portfolio impact is
proportionate to the size of the investment portfolio.

e Radicle Impact Management, LLC (hereinafter “Radicle Impact” or “Radicle”) is an impact
venture fund focused on tackling climate change and growing economic inequality. Radicle
makes direct equity investments in early-stage companies with systems change potential in
Climate Solutions and Fair Finance.

e Radicle’s goal is measurable social and environmental impact alongside attractive returns. The
team seeks to build a template for investors seeking impact and attractive returns, with a goal of
migrating $1 billion in new capital to its impact model and measurably improving 100 million
lives.

e Radicle Impact’s investment model is to do rigorous in-house research to identify systems-
changing opportunities in Climate Solutions and Fair Finance, and to provide risk capital to early-
stage companies and support their growth by business-building and impact support, helping
establish good governance and leveraging its impact ecosystem to help businesses scale
sustainably.

e Impact assessment is a key factor of Radicle Impact’s investment process from research to due
diligence to investment decision-making to portfolio management to exit. Radicle Impact
reviews investment opportunities with the lens that each investment has the potential to drive
systems change by addressing a key leverage point in its sector. As articulated further in the
2021 Impact Report, systems change is change that is transformative, holistic and enduring.
Radicle measures the impact and progress to relative to that potential over time.

e Radicle’s impact objectives correspond to ten of the seventeen SDGs, with its primary focus on
SDG goals No. 10 Reduced Inequalities and No. 13 Climate Action. The other eight include: No.3
Good Health & Well-being, No.5 Gender Equality, No. 6 Clean Water & Sanitation, No. 7
Affordable & Clean Energy, No. 8 Decent Work and Economic Growth, No. 9 Industry Innovation
and Infrastructure, No.11 Sustainable Cities and Communities and No. 12 Responsible
Consumption & Production. Radicle aligns with the SDGs at the target level and spells out these
links in a memo, Radicle and the UN SDGs.



Principle 2. Manage strategic impact on a portfolio basis: The Manager shall have a process to
manage impact achievement on a portfolio basis. The objective of the process is to establish and
monitor impact performance for the whole portfolio, while recognizing that impact may vary
across individual investments in the portfolio. As part of the process, the Manager shall consider
aligning staff incentive systems with the achievement of impact, as well as with financial
performance.

e Atthe portfolio level, Radicle has identified several investment focus areas within the broader
themes of Climate Solutions and Fair Finance and corresponding investment metrics that track
towards systems change in tackling the climate crisis and economic inequality. Radicle has
conducted over twenty research deep-dives to investigate these focus areas and identify
systems change levers.

e In Fair Finance, our key investment focus areas are 1) digital banking and online lending
targeting underserved communities, 2) technology to improve efficiency of delivery, security,
customer agency and increase value, 3) financial products that help to build healthier financial
lives and 4) Capital flows directed to a clean energy economy. At a portfolio level, we measure
improved reduced debt, increased savings and communities with improved access to beneficial
financial services.

e In Climate Solutions, our key investment focus areas 1) clean energy and storage, 2) clean
transportation and mobility, 3) new data and intelligence for cities, buildings and the grid and 4)
circular economy. At the portfolio level, we measure climate emissions mitigated, equivalent
peaker power plants eliminated, new environmental data points and communities with
improved environmental justice or resilience.

e Ata portfolio level, Radicle Impact also measures Diversity, Equity and Inclusion (portion of
portfolio with female and BIPOC leadership) capital raised and revenue generated after its
investment.

e At a portfolio company level, Radicle Impact works with portfolio company leadership to
articulate theories of change, identify impact metrics, evaluate methodologies for calculating
metrics (including suggesting areas to improve, such as connecting with resources to conduct
life cycle analyses) and engage in ongoing dialogue around impact progress.

e To align staff incentives with the achievement of impact, Radicle team members incorporate
impact into his or her performance objectives and set individual impact KPls, including
additionality KPIs. Achievement of these KPls are taken into account when determining cash
compensation. Radicle also reserves 5% of general partner profits for charitable giving.




Principle 3. Establish the Manager’s contribution to the achievement of impact: The Manager
shall seek to establish and document a credible narrative on its contribution to the achievement
of impact for each investment. Contributions can be made through one or more financial and/or
non-financial channels. The narrative should be stated in clear terms and supported, as much as
possible, by evidence.

e Radicle Impact’s philosophy is that a key part of changing the venture industry for good is
designing an investment process that helps underrepresented founders and mission-oriented
companies thrive. Radicle takes a partnership-oriented, hands-on approach to supporting its
portfolio with key additionality measures, all of which are ultimately in service of impact.

e The core areas that Radicle Impact provides additionality to portfolio companies to help them
achieve their missions include:

o

Catalytic Risk Capital — Radicle provides catalytic capital to underrepresented
entrepreneurs in undercapitalized sectors.

Impact Ecosystem — Radicle connects portfolio companies to its impact ecosystem,
including non-profits, universities, advocacy groups, regulatory experts, social-mission
companies, impact investors and advisors and high-growth tech companies.

Good Governance — Often at the board level, Radicle helps ensure sound strategic
planning and decision-making, reliable financial reporting, aligned incentives and
consideration of stakeholder interests.

Business-Building & Mentoring— Radicle takes an active role with every portfolio
company, engaging in deep business-building work. Radicle frequently invests in first-
time entrepreneurs and helps cultivate their skills and hire complementary skillsets.

Impact-Building— From cultivating impact metrics to managing ESG opportunities and
risks, Radicle focuses with each portfolio company on building solid impact management
practices to drive to the best impact outcomes.

e Specific to Impact, Radicle Impact provides additionality in the following specific ways:

o

Strategy — provide resources to evaluate alignment of strategy to widely-accepted
impact goals or practices (e.g. SDGs or IMP) or transitioning corporate structure to
safeguard impact; elevate impact, stakeholder considerations and ESG risk identification
and management in business strategy discussions.

Metrics — work with founders to articulate theories of change and identify metrics,
evaluate methodologies for calculating metrics (and connect with third-party
verification resources) and engage in an ongoing dialogue around impact progress.

Diversity, Equity & Inclusion — discuss and provide feedback on DEI philosophies and
practices.




o Connections to Impact Ecosystem—connect founders to nonprofit leaders, regulatory
experts, aligned impact investors and impact advisors to ensure community interests
are taken into account in company decision-making and investors are mission-aligned.

o Governance — serve as a director, improve financial reporting, align management
incentives with company success and ensure stakeholder interests are considered.

Radicle Impact documents its additionality to its portfolio companies in a memorandum (the
Radicle Additionality Memorandum) prepared annually as part of its year-end review and
strategic planning process to assess progress on its additionality goals.



Principle 4. Assess the expected impact of each investment, based on a systematic approach:
For each investment the Manager shall assess, in advance and, where possible, quantify the
concrete, positive impact potential deriving from the investment. The assessment should use a
suitable results measurement framework that aims to answer these fundamental questions: (1)
What is the intended impact? (2) Who experiences the intended impact? (3) How significant is
the intended impact? The Manager shall also seek to assess the likelihood of achieving the
investment’s expected impact. In assessing the likelihood, the Manager shall identify the
significant risk factors that could result in the impact varying from ex-ante expectations. In
assessing the impact potential, the Manager shall seek evidence to assess the relative size of the
challenge addressed within the targeted geographical context. The Manager shall also consider
opportunities to increase the impact of the investment. Where possible and relevant for the
Manager’s strategic intent, the Manager may also consider indirect and systemic impacts.
Indicators shall, to the extent possible, be aligned with industry standards and follow best
practice.

e Radicle Impact’s process to assess impact begins with research. The investment team conducts
in-depth research to develop proprietary themes to identify investment opportunities with
systems change impact and asymmetric return potential. The focus is to find catalytic leverage
points in Climate Solutions and Fair Finance where businesses can drive outsized impact
potential in tackling the climate crisis and economic inequality. In line with its ESG Policy, the
Radicle team considers ESG risks in this research process. Radicle has conducted over twenty
research deep-dives along these lines.

e During the due diligence process for an individual investment, a dedicated Radicle deal team
evaluates the impact opportunity and associated risks as a part of the overall investment
analysis. The team gathers as much independent validation as possible, including consulting
with key stakeholders like customers and investors as well as business and non-profit executives
and researchers in relevant fields.

e After this collaborative process with company leadership and outside experts, Radicle
documents expected impacts for each investment in the Investment Memo. The investment
memo includes an assessment of the company’s theory of change and impact potential, its
materiality relative to Radicle’s objectives and key metrics to track over time. Radicle has a core
set of metrics that we track that correspond to IRIS metrics, which we decided to use to align
with a comprehensive set of metrics that has widespread adoption and standardized definitions
that leverage expert input. Part of Radicle’s investment assessment is an evaluation of ESG
opportunities and risks, including unintended consequences or potential for mission-drift in
accordance with the firm’s ESG policy. Radicle also assesses additionality potential.

e If a prospective investment meets Radicle’s thresholds for return and impact potential on a risk-
adjusted basis, the Investment Committee votes to move forward with the investment. If a
threshold for returns or impact is not met, Radicle Impact would not move forward.

e Radicle includes an annual impact forecast for each portfolio company in its impact database
that the team revisits annually to track progress relative to impact goals.




Principle 5. Assess, address, monitor, and manage potential negative impacts of each
investment: For each investment the Manager shall seek, as part of a systematic and
documented process, to identify and avoid, and if avoidance is not possible, mitigate and manage
Environmental, Social and Governance (ESG) risks. Where appropriate, the Manager shall engage
with the investee to seek its commitment to take action to address potential gaps in current
investee systems, processes, and standards, using an approach aligned with good international
industry practice. As part of portfolio management, the Manager shall monitor investees’ ESG
risk and performance, and where appropriate, engage with the investee to address gaps and
unexpected events.

e ESG factors are central to Radicle’s investment processes in both evaluating opportunities and
risks. Radicle’s ESG policy provides guidelines for the Radicle deal teams and Investment
Committee to take ESG factors into account in in all decision-making.

e Radicle Impact works to identify negative impacts of business interventions as part of its
research practice. In each investment theme, potential negative consequences are considered
to ensure a system-wide view can be applied to analyses of individual investments.

e Radicle Impact identifies potential negative impacts of individual investments as part of its due
diligence process. These potential negative impacts are documented in investment memos.

e Once an investment is made, Radicle is in regular contact with the portfolio company to assess
and monitor financial and impact progress. If a Radicle team member identifies any negative
impacts, the team discusses immediately at a weekly partners’ meeting to determine the best
course of action to mitigate the negative impact. Radicle works with the company directly to
develop a strategy to address the issue. If the company is unable or unwilling to move forward
with a solution, Radicle may decide to refrain from subsequence investment rounds.

e As part of Radicle Impact’s additionality, the Radicle team helps companies identify, avoid or
mitigate ESG risks in the following ways:

o Environmental — For every investment, Radicle evaluates the environmental benefit and
potential harm that the company might create, including its use of natural resources
and its contribution to greenhouse gas emissions and other pollutants. Radicle leverages
a systems change view to engage founders in a dialogue about how to become a better
steward for the environment. Radicle impact provides founders resources to evaluate
becoming a benefit corporation, getting a third-party such as B Lab to assess impact or
finding a third-party to conduct a life-cycle assessment to ensure third-party verification
of impact. Radicle also evaluates a company’s sensitivity to environmental risks and
helps with business planning to avoid or mitigate those risks.

o Social — Radicle Impact assesses a company’s relationship with its employees and
community. As part of this process, Radicle seeks direct employee feedback and solicits
community feedback by speaking to relevant non-profit leaders, researchers and
regulatory experts. If Radicle has a seat on the board of directors, Radicle reviews and
approves employee equity compensation. Radicle also reviews and provides feedback




on DEI practices, including management team and board diversity and introducing
teams to diverse candidates.

Governance — Radicle Impact’s practice is to take an investor lead position or board seat
with a significant number of our investments (just under 50% of investments to date). In
many cases, Radicle works with the founder to establish the first true third-party
governance practices. In all cases, Radicle works to ensure sound strategic planning and
decision-making, reliable financial reporting, aligned incentives and consideration of
stakeholder interests. Radicle ensures ESG is a regular topic in boardroom discussions to
make sure management is up to speed on ESG risks and opportunities and has
appropriate plans to mitigate or capitalize on them, respectively.



Principle 6. Monitor the progress of each investment in achieving impact against expectations
and respond appropriately: The Manager shall use the results framework (referenced in Impact
Principle 4) to monitor progress toward the achievement of positive impacts in comparison to the
expected impact for each investment. Progress shall be monitored using a predefined process for
sharing performance data with the investee. To the best extent possible, this shall outline how
often data will be collected; the method for data collection; data sources; responsibilities for data
collection; and how, and to whom, data will be reported. When monitoring indicates that the
investment is no longer expected to achieve its intended impacts, the Manager shall seek to
pursue appropriate action. The Manager shall also seek to use the results framework to capture
investment outcomes.

e Radicle Impact prepares quarterly and annual reports for its limited partners that include
financial and impact updates on the funds and portfolio companies. Radicle prepares a separate
impact report that is updated annually, which can be found here.

e Radicle Impact requests annual formal impact updates from each portfolio company to report
on agreed-upon impact metrics, which we build in reference to IRIS metrics. Generally, these
metrics tie to our broad portfolio metrics like greenhouse gas emissions avoided or financial
savings. From time to time we develop new metrics (like fossil fuel free deposits) if they are in
sync with the company and Radicle’s theory of change.

e Deal teams are in correspondence with portfolio companies as much as daily and at minimum
quarterly to both help portfolio companies, track progress toward impact objectives and discuss
what measures can be taken to enhance impact.

e Each member of the investment team is responsible for collecting impact data, which is
overseen by the partner responsible for overseeing impact management for Radicle Impact.
Methodologies are also reviewed annually or biannually.

e Radicle Impact uses an internally-created impact metric database in excel to record each
portfolio company’s progress over time and relative to other portfolio companies. This database
maps metrics to SDGs at the target level and IRIS codes. It also include detailed records of each
portfolio company, including theories of change, historical metrics and annual impact forecasts.
It also includes an analysis for each company relating to the Impact Management Project’s Five
Dimensions of Impact. This database is the foundation for Radicle’s impact reports.

e When monitoring indicates that the investment is no longer expected to achieve its intended
impacts, Radicle discusses with the founder how it could be possible to address that drift in
accordance with its ESG Policy.



https://radicleimpact.com/wp-content/uploads/2022/06/2021-Impact-Report_Final.pdf

Principle 7. Conduct exits considering the effect on sustained impact: When conducting an exit,
the Manager shall, in good faith and consistent with its fiduciary concerns, consider the effect
which the timing, structure, and process of its exit will have on the sustainability of the impact.

e When a portfolio company exits or Radicle has the opportunity to sell shares, Radicle Impact
discusses as an Investment Committee what impacts that exit might have on the mission of the
company and its ability to achieve its intended impacts. As a minority investor, Radicle is not
able to control this decision. However, Radicle influences this outcome in different ways:

o Investment selection — by investing in companies where impact is inherent in the
company’s business value proposition, Radicle safeguards the impact potential in a
change of ownership.

o Dialogue with founders — Radicle deliberates with the founders the trade-offs associated
with different exit opportunities, prioritizing exits that enable scaled impact.

o Innovative corporate structures — Radicle provides resources to founders to consider
becoming public benefit corporations, which can safeguard impact at exit, or structuring
separate governance upon acquisition (such as Ben & Jerry’s separate board after the
Unilver acquisition).

o Exercising board or shareholder vote — Radicle has a range of approval rights for
portfolio company exits, which can include shareholder or board approvals for IPOs or
strategic sales. While Radicle does not have control, it can influence the decision
through these votes.

o Connecting with like-minded later-stage investors — Like-minded co-investors are a key
element of Radicle’s unique impact ecosystem. Radicle has the ability to introduce
portfolio companies to long-term or permanent capital providers who could buy out
existing investors.

e Radicle Impact holds an Investment Committee discussion and approval for each exit
opportunity. This process takes into account both its fiduciary obligations to limited partners
and the implications for the sustainability of impact.




Principle 8. Review, document, and improve decisions and processes based on the achievement
of impact and lessons learned: The Manager shall review and document the impact performance
of each investment, compare the expected and actual impact, and other positive and negative
impacts, and use these findings to improve operational and strategic investment decisions, as
well as management processes.

e Radicle Impact conducts an annual strategy session with the investment team to reflect on the
previous year and align on strategic priorities for the following year. A meaningful portion of this
discussion is dedicated to impact and reflecting on portfolio progress, lessons learned and what
improvements can be made.

e Radicle reviews progress on DEl initiatives annually to assess progress, gaps and align on
objectives for the following year.

e Radicle Impact documents its additionality to its portfolio companies in a memorandum (the
Radicle Additionality Memorandum) prepared annually as part of its year-end review and
strategic planning process to assess progress on its additionality goals.

e Radicle Impact conducts 2-3 meetings per year with its Advisory Board to discuss progress
toward Radicle Impact’s own financial, impact and business growth goals and solicit feedback
about how to improve.

e Radicle has established a Fellows Council, consisting of over twenty mid-career professionals
who are prior Radicle associates, interns and fellows, who also review impact annually and
provide guidance on how to improve our processes.

e Radicle holds regular discussions with aligned co-investors to stay apprised of industry best-
practices and evaluate how to improve its impact management.




Principle 9. Publicly disclose alighment with the Impact Principles and provide regular
independent verification of the alignment: The Manager shall publicly disclose, on an annual
basis, the alignment of its impact management systems with the Impact Principles and, at regular
intervals, arrange for independent verification of this alignment. The conclusions of this
verification report shall also be publicly disclosed. These disclosures are subject to fiduciary and
regulatory concerns.

e This disclosure statement affirms Radicle Impact’s alignment with the Operating Principles for
Impact Management and will be updated annually.

e Radicle Impact engaged BlueMark, a Tideline company, to independently verify the alignment of
Radicle’s impact management practices with the Impact Principles. BlueMark’s assessment
findings cover both areas of strength and areas for improvement, as reflected in the Verifier
Statement, which is appended to the end of this disclosure statement. The verification will be
replicated every three years unless there is a more substantive update to Radicle’s system that
merits an additional review. The next verification will be July 2024.

e Information of the current independent verifier is as follows:
Name: BlueMark
Address:915-2 Battery Street, San Francisco, CA 94111

Qualifications: BlueMark is a leading independent provider of impact verification services in the
impact investing market. BlueMark is a subsidiary of Tideline Advisors, LLC, a specialized
consulting firm that works with asset managers and allocators to design and implement best-in-
class impact management and measurement systems For more information about the
organization, qualifications, and services, please visit bluemarktideline.com.

Most recent review: July 1, 2021.




Disclaimer:

The sole purpose of this Disclosure Statement is to fulfill Radicle Impact’s obligations pursuant to
Principle 9. This document shall not constitute and should not be construed as an offer, solicitation or
invitation to buy or sell any securities, financial instruments or services whether described herein or
otherwise, or as any prospectus or investment- related advice in relation thereto, nor is it intended to
form the basis of a decision to participate in any investment. Radicle Impact makes no guarantee or
other promise as to any outcomes, including any financial or development impact results that may be
obtained from the practices disclosed in this statement. While past performance may be analyzed in this
Disclosure Statement, past performance should not be considered indicative of future performance.
Accordingly, Radicle Impact shall not have any liability to any of the recipients of this Disclosure
Statement, nor to any other party in connection with or arising in any way from, or in relation to, the
information or any opinions expressed in this Disclosure Statement, and Radicle Impact does not accept
any responsibility whatsoever for any action taken, or omitted to be taken by any party on the basis of
any matter contained in, or omitted from, the Disclosure Statement.



