
PURPOSE
This document features how WaterEquity, an asset manager exclusively focused on ending the global water 
and sanitation crisis, uses IRIS+ to support its impact measurement and management practice. Specific topics 
addressed include adherence to the Core Characteristics of Impact Investing and use of IRIS+ to inform 
decision-making across the investment life cycle, including a specific example of how WaterEquity aligns to 
IRIS+ Core Metrics Sets.

AUDIENCE
Impact investors, specifically asset managers implementing an Impact Measurement and Management  
(IMM) practice. This may also be useful to enterprises and intermediaries or service providers working with 
impact investors.
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INTRODUCTION
This document illustrates how WaterEquity applies IRIS+ to their IMM  
practice, describing:

• How WaterEquity adheres to the Core Characteristics of Impact Investing
• How IRIS+ is used across the investment cycle, including borrower screening 

and management  
• An example of how IRIS+ Core Metrics Sets are used to assess a current 

investment

Investor Background 

Institution Name 

Institution Description WaterEquity is the first asset manager exclusively focused on solving 
one of the most urgent issues of our time - the global water and 
sanitation crisis. WaterEquity invests in financial institutions and 
enterprises in emerging markets delivering access to safe water and 
sanitation to low-income families, while offering an attractive risk-
return profile to investors. 

Total AUM
Impact AUM

$136M
$136M

Asset Classes Private debt

Target Geography East Asia and the Pacific, Latin America and the Caribbean, Africa, 
and South Asia

SDGs of Focus

                    

Impact Categories  
of Focus                          Water   Waste

                        Climate     Financial Services

                        Diversity and Inclusion  

aBOUt tHe GIIN 

The Global Impact Investing 
Network (GIIN) is the global 
champion of impact investing, 
dedicated to increasing its scale 
and effectiveness around the 
world. The GIIN builds critical 
market infrastructure and 
supports activities, education, 
and research that help to 
accelerate the development 
of a coherent impact investing 
industry. IRIS+ is managed as a 
public good by the GIIN. 

PRIMARY

PRIMARY 

SECONDARY

SECONDARY
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CORE CHARACTERISTICS IN ACTION 
WaterEquity adheres to the four practices that define impact investing, as outlined by the Core Characteristics of  
Impact Investing. 

Core Characteristic #1. Intentionally contribute to positive social and environmental impact through investment 
alongside a financial return

WaterEquity invests in financial institutions and enterprises that can significantly expand access to safe water and sanitation 
among low-income families. The organization targets investments that have significant capacity for scale, a strong financial 
track record, and a deep reach into underserved communities in emerging markets. WaterEquity believes these attributes are 
essential for investments to positively contribute to social impact. 

WaterEquity’s commitment to driving social and environmental impact alongside a financial return is also reflected in the make 
up of their team. The WaterEquity Investment Management team is composed of individuals with decades of banking and 
microfinance experience and an unparalleled understanding of the water and sanitation sector. This unique combination of 
expertise in financial services and water and sanitation enables WaterEquity to identify investment opportunities with potential 
of both financial returns and social returns, specifically related to water and sanitation impact.

Core Characteristic #2. Use of evidence and impact data in investment design

Prior to launching a fund, WaterEquity develops an investment strategy that considers how the strategy contributes to the 
goal of universal access to safe water and sanitation, how relevant evidence supports the strategy, and how the impact of the 
strategy compares to other investment opportunities that WaterEquity could consider. This process ensures that each fund’s 
investment strategy is aligned with the organizational mission and is an effective use of WaterEquity’s resources.  

Incorporating an evidence base, including the IRIS+ evidence base, provides a nuanced understanding of the potential 
positive and negative outcomes of a given investment strategy and projections for the types of outcomes that will result from 
specific outputs. For example, based on the existing evidence, WaterEquity can identify that financing water filters can result 
in improved health outcomes, but may also result in short-term gains due to short product lifetimes and user attrition over 
time. WaterEquity then uses the evidence base to develop investment strategies that prioritize longer-term, more sustainable 
outcomes. Using evidence to project probable outcomes allows WaterEquity to layer in data from potential borrowers about 
scale and client demographics to predict the overall impact of a fund. 

Core Characteristic #3. Manage impact performance

WaterEquity follows multiple industry standards and frameworks for measuring and managing impact, including IRIS+, the  
Five Dimensions of Impact, and the Operating Principles for Impact Management. The organization integrates impact 
measurement into every stage of the investment cycle. From pre-screening through Investment Committee approval, 
the impact of every investment is evaluated across multiple dimensions to assess alignment with impact objectives and to 
determine impact projections.

WaterEquity regularly monitors borrowers’ performance against social and environmental impact targets, using comprehensive 
quarterly reporting of financial, operational, and social indicators. Impact indicators, drawn from IRIS+ Core Metric Sets, are chosen 
based on a borrower’s ability to both report on and assess progress toward the impact targets. For example, financial institutions 
often report on operational metrics such as number of microloans disbursed for water and sanitation (using IRIS metric Number of 
Loans Disbursed [PI8381]), and gender breakdown of active clients (using IRIS metric Client Individuals: Total [PI4060] and Target 
Stakeholder Demographic [PD5752]). Regular impact reporting allows for detection of challenges and shortfalls, thus enabling 
early corrective action to maximize social impact. WaterEquity would then work through shortfalls differently for a borrower that 
has shifted strategy and is no longer aligned with WaterEquity’s mission versus one that had missed targets due to logistical hurdles 
in rolling out a new water or sanitation microfinance product. 

https://thegiin.org/characteristics
https://thegiin.org/characteristics
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WaterEquity also manages impact at the portfolio level. Quarterly reporting includes assessments of the portfolio progress 
against impact targets and aggregate social performance of the portfolio. Each portfolio has a target for number of people 
reached, and investor reporting includes the total number of people reached, along with demographic information about 
microfinance clients across the portfolio. Internal reporting also incorporates portfolio summary data across the Five 
Dimensions of Impact, based on a combination of borrower data and assumptions from the evidence base.

Core Characteristic #4. Contribute to the growth of impact investing

Global investment in water and sanitation must triple to achieve Sustainable Development Goal 6 (SDG 6: Clean Water 
& Sanitation for All), and increasing private investment is essential to achieving the necessary investment levels. Water and 
sanitation has been a chronically under-invested sector relative to the global need, representing just 1% of private sector 
investments mobilized by development finance. 

WaterEquity’s mission is to accelerate private capital investments in the sector, both through the organization’s own assets 
under management, and by demonstrating that water and sanitation is a viable investment opportunity. Therefore, every 
investment represents an opportunity to impact both end-stakeholders and the systems change needed to unleash private 
capital markets for SDG 6. WaterEquity’s goal is to create new market activity related to investments that contribute to SDG 6 
and have that new market activity continue after WaterEquity’s investment is gone. This helps to ensure capital markets benefit 
the local communities affected by lack of access to clean water and sanitation. WaterEquity’s catalytic investments enable 
financial institutions to scale their water and sanitation microloan portfolios, meeting latent household demand that otherwise 
wouldn’t be served. This, in turn, helps low-income families obtain affordable water and sanitation products and services 
alongside other benefits that access to safe water and sanitation provides, such as: improved health and well-being, gender 
equality, and resilience to the impacts of climate change.

Additionally, WaterEquity contributes to the growth of impact investing by providing investment opportunities for investors 
who have never made a social impact investment. For example, institutional investors who have traditionally not pursued impact 
investing see the benefits WaterEquity investments provide to their overall portfolio, such as diversification in emerging markets 
that have historically had a low correlation to other asset classes.

WaterEquity also contributes to field building projects. For example, WaterEquity led the development of the Water, Sanitation, 
and Hygiene (WASH) theme in IRIS+. This included guiding expert stakeholder conversations and drafting the IRIS+ content 
for this theme (including the related evidence bases and Core Metrics Sets for each Strategic Goal under the WASH theme). 

Photo Courtesy of W
ater.org.
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HOW IRIS+ SUPPORTS WATEREQUITY ACROSS  
THE INVESTMENT CYCLE
WaterEquity uses IRIS+ to inform decision-making along the investment life cycle, from investment strategy to due diligence, to 
ongoing monitoring and reporting.

Investment Strategy

WaterEquity’s focus for every investment is improving access to water and sanitation among low-income communities in 
emerging markets. The IRIS+ evidence base plays a key role in ensuring investment strategies are aligned with this outcome.  
By reviewing the academic and field research that is in IRIS+, WaterEquity can assess the likelihood that a particular strategy will 
result in the outcome that they seek for specific populations.   

Due Diligence

During the due diligence process, WaterEquity applies internal, standardized tools that rate ESG risk and the potential for 
impact, both of which incorporate IRIS metrics. WaterEquity’s approach has been to develop tools first, and then ensure 
alignment with IRIS metrics. 

The ESG rating tool uses a framework of materiality to determine critical risks of environmental and social management 
systems of potential borrowers, and incorporates sector-relevant standard metrics such as the ALINUS and the Universal 
Standards for Social Performance. WaterEquity also uses IRIS+ Core Metrics Sets where relevant, such as Reducing Gender 
Inequities in Governance, Leadership, and Ownership under the Gender Lens theme, to assess gender equity as part of the  
ESG tool.

The impact rating tool assesses each potential investment on the Five Dimensions of Impact and incorporates not only 
standard IRIS metrics, but also the evidence base in predicting the types of outcomes that would occur as a result of that 
borrower’s actions. 

Investment Management

WaterEquity sets social impact targets as a part of each borrower’s loan agreement. Typically, these are operational output 
metrics that can be easily tracked and verified. For example, IRIS metric Number of Loans Disbursed (PI8381) in the water and 
sanitation portfolio is a typical target metric for financial institutions. 

During monitoring, WaterEquity collects quarterly financial and social performance data from borrowers using standard 
templates that incorporate IRIS+ Core Metrics Sets from the Water, Sanitation, and Hygiene (WASH) theme. 

WaterEquity collects outcome data from borrowers and their microloan clients wherever possible that measures not only how 
many people were reached, but what positive and negative changes they experienced, and how important those changes were. 
Data sources include evaluations from external partners like the NGO Water.org, demand surveys or other market research 
surveys that borrowers conduct, and in some cases household surveys commissioned by WaterEquity. Triangulating the data 
allows WaterEquity to assess impact at a deeper level, and test assumptions made during due diligence. 
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WaterEquity’s Illustration of Alignment to IRIS+ Core Metrics Sets
In April 2017, WaterCredit Investment Fund 3 (“Fund II”) went to market to address the global water and sanitation crisis. 
WaterEquity’s Fund II is a $50 million impact investment fund that provides debt financing to high-performing financial 
institutions and enterprises serving the water and sanitation needs of low-income families in India, Indonesia, and Cambodia. 
Final close for Fund II occurred in March of 2019, in which the fund capital was fully deployed and will continue working around 
the globe until the end of its seven-year term in 2025.

The example below presents data from a financial institution (“Company A”) that WaterEquity was evaluating for a follow-on 
investment with a loan from Fund II. The first column represents data collected during initial due diligence for the first loan, and 
the second column represents data collected three years later during portfolio monitoring. 

The table below is aligned to the IRIS+ Core Metrics Set for Improving Access To WASH Through Affordable 
Household Financing under the Sustainable Water Management theme. 

Key Indicators in IRIS+ Core Metrics Set

Investee Performance: 
Company A 

Data set 1, collected during 
due diligence

Investee Performance: 
Company A 

Data set 2, collected during 
investment management 
(three years after due 
diligence, cumulative data)

WHAT HOW MUCH CONTRIBUTION RISKWHO

 WHAT is the goal?  

Outcome Indicator
Client Households: Provided New Access (PI2845)
WASH Facilities Type (PD3668)
Service Level Type (PD5205)

Importance of Outcome to Stakeholders (OI5495)

Company A does not currently 
collect data on the WASH 
service level of its clients.
However, Company A does 
track WASH facility type; their 
past disbursement of water and 
sanitation microloans resulted 
in the following facility types: 
70% sanitation facilities; 30% 
drinking water facilities. 

Very important. Company A 
conducted market research 
as part of the design process 
for the water and sanitation 
microloan, and found that 
just over 50% of their clients 
said improving their WASH 
access was very important; of 
those 77% said the reason they 
hadn’t was the up front cost of 
construction. 

18,750 client households 
were provided new access 
to sanitation facilities. Basic 
sanitation access reached by all 
18,750 households.
3,750 client households were 
provided new access to drinking 
water facilities. Basic drinking 
water access reached by all 
3,750 households. 

Very important. 70% of client 
households indicated that the 
water or sanitation facility 
represented a significant 
positive impact in their lives. 
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Key Indicators in IRIS+ Core Metrics Set

Investee Performance: 
Company A 

Data set 1, collected during 
due diligence

Investee Performance: 
Company A 

Data set 2, collected during 
investment management 
(three years after due 
diligence, cumulative data)

WHAT HOW MUCH CONTRIBUTION RISKWHO

 WHO is affected? 

Stakeholder characteristics:
•  Target Stakeholders (OD7212)
•  Target Stakeholder Demographic (PD5752)
•  Target Stakeholder Socioeconomics (PD2541)
•  Target Stakeholder Setting (PD6384)
•  Target Stakeholder Geography (PD6424)

Company A serves microloan 
clients who are poor and low-
income, mainly in rural settings, 
in India.  65% of their portfolio 
is located in regions of India 
that have worse access to water 
and sanitation than the national 
average. 95% of clients are 
women. 

A household survey confirmed 
the demographic information 
presented during due diligence. 

WHAT HOW MUCH CONTRIBUTION RISKWHO

HOW MUCH change is happening? 

Scale
Number and percent of client households with increased access to 
WASH services and facilities
•  WASH Facilities Type (PD3668)
•  Service Level Type (PD5205)
•  Client Households: Provided New Access (PI2845)
•  Client Households: Total (PI7954)

Depth
Percent change in Client Households: Provided New Access to Water 
and Sanitation Services
•  WASH Facilities Type (PD3668)
•  Service Level Type (PD5205)
•  Client Households: Provided New Access (PI2845)

No data available. 25,000 households were clients 
of the organization during the 
reporting period.
22,500 households were 
provided new access (90%). Of 
those 22,500 households:
• 18,750 were provided new 

access to sanitation facilities
• 3,750 were provided new 

access to drinking water 
facilities  

 No data available. No data available as Company A 
did not track this information at 
the time of due diligence.
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Key Indicators in IRIS+ Core Metrics Set

Investee Performance: 
Company A 

Data set 1, collected during 
due diligence

Investee Performance: 
Company A 

Data set 2, collected during 
investment management 
(three years after due 
diligence, cumulative data)

WHAT HOW MUCH CONTRIBUTION RISKWHO

 What is the CONTRIBUTION?
Investor Contribution 

Enterprise Contribution

Signals that measurable impact matters
Engages actively to encourage growth of the water and sanitation 
microloan product
Provides capital allocated specifically to this product

Company A has not 
conducted any analysis of their 
contribution. 

The household survey found 
only 17% of respondents could 
identify an alternative to 
Company A, indicating that 
Company A is providing a scarce 
product. 

 
WHAT HOW MUCH CONTRIBUTION RISKWHO

 What is the impact RISK?  
WaterEquity considers four main risks to expected impact.  
• Risk that disbursement targets will not be met 
• Risks that disbursements won’t reach target microloan clients
• Risk that end-clients utilize loans for non WASH purposes 
• Risk that end-clients do not improve WASH service levels  

through a microloan as they may already have access to a  
safely managed service 

Company A scored “medium” on risk factors, because this was a new 
product with limited testing and low levels of impact data.
However, over three years, Company A steadily grew the water 
and sanitation portfolio over the loan term, and survey results 
showed that the company continued to reach target microloan 
clients, with relatively low levels of misutilization, and high rates 
of improving WASH service levels.
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Key Indicators in IRIS+ Core Metrics Set

Investee Performance: 
Company A 

Data set 1, collected during 
due diligence

Investee Performance: 
Company A 

Data set 2, collected during 
investment management 
(three years after due 
diligence, cumulative data)

HOW  
is change happening?

Client Households: Total (PI7954)
Number of Loans Disbursed (PI8381)

Average Loan Size Disbursed (PI5160)
Effective Interest Rate (EIR) (PI7467)

Stakeholder Engagement (OI7914)

Company A recently developed 
a water and sanitation microloan 
product. In the past 12 months, 
the company disbursed 5,000 
water and sanitation microloans 
to households that resulted in 
the following facility types: 70% 
sanitation facilities (toilets); 
30% drinking water facilities 
(piped water connections and 
rainwater harvesting systems). 

The average loan size was $375, 
with an average EIR of 28%.  

Company A conducted market 
research, and regularly collects 
client satisfaction surveys. 

WaterEquity’s loan to Company 
A set a target of 20,000 
households reached with water 
and sanitation over three years. 
Company A disbursed 25,000 
microloans in that period, 
exceeding the target. The 
loans resulted in the following 
facility types: 75% sanitation 
facilities (toilets); 20% drinking 
water facilities (piped water 
connections and rainwater 
harvesting systems); 5% other.

Those loans had an average size 
of $410, and an average EIR  
of 28%. 

Learnings

The IRIS+ Core Metrics Set used to assess impact performance of Company A allowed for comparison of data gathered 
during multiple stages of the investment process and from multiple data sources, thus creating a clear profile of impact and 
allowing for tracking changes in impact over time.

In many cases, WaterEquity and borrowers must make decisions with less impact information than is ideal. The financial 
institution example above highlights the kind of insight into impact performance that is possible when the strategic decision is 
made to put resources towards additional data collection.

Based on the impact performance of WaterEquity’s initial loan to Company A, WaterEquity was able to expand its investment 
and further support the growth of the water and sanitation microloan product through an additional, larger loan. 

Outside of this example investment, another benefit of IRIS+ that applies to WaterEquity’s whole portfolio is the focus on 
outcomes, not only outputs. For example, IRIS+ includes a built-in evidence base that ties the selected investment strategy to 
likely outcomes. Additionally, the IRIS+ Core Metrics Sets help investors track towards their intended outcome. This matches 
WaterEquity’s approach of regularly tracking operational metrics which stand as proxies for likely outcomes. WaterEquity 
investigates microloan client feedback and experiences through surveys, but focuses primarily on third-party research to identify 
likely outcomes as a result of borrowers’ operations for the portfolio as a whole. 
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REFLECTIONS AND LOOKING AHEAD
WaterEquity uses IRIS+ throughout the entire investing life cycle. One of the key benefits of using IRIS+ is its alignment with 
other impact standards and frameworks. This allows for alignment at a high level for the entire portfolio, while enabling more 
nuanced sector-specific tools depending on what kind of company WaterEquity is investing in. For example, WaterEquity’s ESG 
and impact management uses the Five Dimensions of Impact, ALINUS and the Universal Standards for Social Performance 
Management for financial institutions, client feedback surveys, and the PPI. IRIS+ can be integrated with these different tools, 
helping WaterEquity identify existing best practice and seamlessly align them into one impact management system.   

Photo Courtesy of W
ater.org.
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info@thegiin.org
www.thegiin.org 

@theGIIN

DISCLOSURES

The Global Impact Investing Network (“GIIN”) is a nonprofit 501c(3) organization dedicated to 
increasing the scale and effectiveness of impact investing. The GIIN builds critical infrastructure 
and supports activities, education, and research that help accelerate the development of a coherent 
impact investing industry.

Readers should be aware that the GIIN has had and will continue to have relationships with many of the 
organizations identified in this report, through some of which the GIIN has received and will continue to 
receive financial and other support.

These materials do not constitute tax, legal, financial or investment advice, nor do they constitute an 
offer, solicitation, or recommendation for the purchase or sale of any financial instrument or security. 
Readers should consult with their own investment, accounting, legal and tax advisers to evaluate 
independently the risks, consequences and suitability of any investment made by them. The information 
contained in these materials is made available solely for general information purposes and includes 
information provided by third-parties. The GIIN has collected data for this document that it believes 
to be accurate and reliable, but the GIIN does not warrant the accuracy, completeness or usefulness 
of this information. Any reliance you place on such information is strictly at your own risk. We disclaim 
all liability and responsibility arising from any reliance placed on such materials by any reader of these 
materials or by anyone who may be informed of any of its contents.

© 2021 Global Impact Investing Network. All rights reserved.




