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EXECUTIVE SUMMARY

(@

Despite a recent focus from donors and investors, climate adaptation investment
for agriculture remains severely underfunded due to a lack of standardized
guidelines and approaches.

Photo credit: Md Mizan Ul Islam, IRRI

In recent times, the global conversation on climate change has become increasingly focused on climate adaptation, in
addition to climate mitigation. However, despite the increased attention, climate adaptation remains vastly underfunded,
with climate adaptation finance comprising only a meager 5% of total climate finance, or $63 billion in 2021/2022
according to the Climate Policy Initiative (CPI)," far short of the estimated $387 billion per year needed for developing
countries.?

This immense funding gap highlights the urgent need for more public and private investment in climate adaptation

to protect vulnerable communities, especially smallholder farmers and agri- small and medium enterprises (SMEs) in
Sub-Saharan Africa, from the worst impacts of climate change and build resilience to future climate events However,
to address the issue of climate adaptation at scale, more catalytic capital from donors and other stakeholders is needed
to help crowd in the necessary amounts of private investment needed to sufficiently adapt the agriculture sector to the
new realities of climate change. To do this, donors and investors need more standardized and comparable guidelines
and approaches for identifying, assessing, and measuring potential investment opportunities in climate adaptation-
focused agriculture investment funds.

As a result, USAID’s Feed the Future Market Systems and Partnerships (MSP) Activity has engaged ISF Advisors to

build upon existing adaptation frameworks and develop a set of standardized selection criteria and impact metrics

that donors can use to: i) calibrate catalytic investments in climate adaptation-focused agriculture investment funds

and ii) measure the results and impact of these investments. Furthermore, in coordination with AgFunder and the Bill

& Malinda Gates Foundation, ISF Advisor developed this work alongside a parallel report, “Climate Capital: Financing
Adaptation Pathways for Smallholder Farmers,” which provides agriculture investors with guidance on climate adaptation
investment opportunities and pathways at the enterprise level.

' Climate Policy Initiative (CPI), Global Landscape for Climate Finance, 2023
2United Nations Environmental Program, Adaptation Gap Report 2023
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(@

Stakeholders should assess adaptation-focused agriculture investment funds along
three components: i) local context and geography, ii) a solutions-led approach to
adaptation investing, and iii) intentionality and additionality of the investment fund.

Firstly, we emphasize the importance of incorporating the local context and geography into the investment process.
Given that the effectiveness of adaptation solutions depends heavily on the local context, we recommend that donors
and investors prioritize investment funds that utilize science-based climate risk assessments throughout the investment
selection process, specifically when developing their initial pipeline and originating deals. Secondly, we recommend that
donors and investors prioritize investment funds that utilize science-based climate adaptation solutions to inform their
investment thesis.

While donors and investors should ultimately invest in adaptation solutions that fit their own impact objectives,

they can use industry-leading adaptation taxonomies such as the UN's Food and Agriculture Organization (FAO),
Lightsmith's Adaptation SME Accelerator Project (ASAP), and the UN's Climate Technology Center and Network
(CTCN) as a starting point. Lastly, donors and investors should consider investing in funds with strong governance
policies that ensure their adaptation investments are intentional and additional. Funds should assess intentionality® at the
investee level by aligning with the Organisation for Economic Co-operation and Development (OECD) Development
Assistance Committee (DAC) Rio Markers for Climate Handbook and ensuring investees possess or are developing
comprehensive Environmental and Social Management System (ESMS) capabilities. Similarly, funds should assess
additionality* at the fund level by aligning with leading frameworks such as Impact Management Project (IMP)’s Investor
Contribution Strategies or the Multilateral Development Bank (MDB)'s Harmonized Framework for Additionality.

(@

Donors and investors should use a four-part framework to comprehensively
measure and monitor the contribution of their investments to climate adaptation.

This guidance document outlines a four-part framework for donors and investors to assess the climate adaptation
impact of potential funds.®

Reach of impact—describes the extent of climate-adaptive services or products supplied by

. the enterprise, such as the number of individuals trained, the number of farmers with access

;- O to climate adaptation information, and the value of physical assets made climate resilient. These

’ metrics tend to be the least intensive to measure since they are largely already tracked by portfolio
companies as operational metrics.

? According to the Global Impact Investing Network (GIIN)'s Core Characteristics of Impact Investing, intentionality is defined as
an investor's “intentional desire to contribute to measurable social or environmental benefit.”

*According to MDB's Principles to Support Sustainable Private Sector Operations (2012), additionality refers to an investment or
support which “makes a contribution that is beyond what is available, or that is otherwise absent from the market.”

>While this framework was designed with funds in mind, this guidance is also relevant for assessing direct investments.

6 CLIMATE ADAPTATION FINANCE FOR AGRICULTURE: DONOR AND INVESTOR GUIDANCE DOCUMENT




. Proxy metrics—impact metrics, specifically around soil health, water usage, and inputs, which
v .0 serve as a proxy for climate adaptation. These metrics tend to be measured at the investee level
and may differ depending on the investment vertical. Examples include total water consumed,
amount of pesticides used, and severity of soil erosion.

Perceived adaptation—the degree to which investees feel better adapted to existing and

L o future climate impacts. These metrics tend to be delivered as surveys by third-party providers such
as 60 Decibels and include questions such as “Has the company affected how prepared you feel
for an unexpected weather event?”

Results of actual shocks—the change of production and/or income of agri-SMEs or

-0 smallholder farmers as a direct result of actual climate events. These metrics tend to be the most
difficult and costly to collect, requiring appropriate sampling, thoughtful questionnaire design, and
complex logistics.

As a best practice, climate adaptation investment funds should measure the “reach of impact” across their portfolio and
specific “proxy metrics” at the individual investee-level. Where possible, donors should consider providing grant funding
to encourage and support funds to measure “perceived adaptation” and “results of actual shocks™ when relevant.

(®

The criteria and metrics frameworks outlined in this document act as a guide
for investors and donors on how to prioritize investments in adaptation-
focused agriculture funds.

This document provides donors and investors with a standardized and practical framework for evaluating and measuring
climate adaptation investment funds in agriculture, focusing on best practices rather than a one-size-fits-all solution.
While ultimately, the way donors and investors assess and prioritize investment opportunities will depend heavily

on their own internal impact objectives, donors and investors can use the guidelines and best practices provided in

this guidance document to develop bespoke scorecards that capture these best practices while reflecting their own
internal impact priorities. Annex | provides an example of a scorecard for assessing investment opportunities, which
incorporates this guidance.
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INTRODUCTION

There has been a recent and noticeable shift in the global
dialogue around climate change, with an increasing recognition
of the importance of climate adaptation. This is especially true

in terms of smallholder farmers and agri-SMEs in Sub-Saharan
Africa, where the impact of climate change is projected to take a
substantial toll on their yields, income, and health, among other
things, as well as their overall economic growth. As a result, a
handful of new investment funds have been launched that focus
on investing in climate adaptation solutions for agriculture in
emerging markets, such as the Acumen Resilient Agriculture Fund
(ARAF) and Lightsmith’s Climate Resilience Fund.

Despite the increased attention from investors, global climate
adaptation finance only accounts for roughly 5% of total climate
finance, reaching a peak of $63 billion in 2021/2022,¢ far short
of the estimated $387 billion per year needed for developing
countries.’” In order to avoid the worst impacts of climate change,
especially in the agricultural sector, more investment from institutional investors is needed to adapt the world’s most
vulnerable communities, especially smallholder farmers and agri-SMEs in Sub-Saharan Africa, to climate change and build
resilience to future climate impacts. Despite this pressing need, private investment in climate adaptation for agriculture
remains limited due to the complexity and risks often associated with the sector® To address these challenges, more
catalytic capital is needed from donors to reduce these financing barriers and attract more private-sector investment
needed to sufficiently adapt the agriculture sector to the new realities of climate change. To do so at scale, donors

need more standardized guidelines and approaches to assess, prioritize, and measure investments in climate adaptation-
focused agriculture investment funds.

For these reasons, MSP engaged ISF Advisors to conduct a benchmark review and targeted stakeholder interviews to
develop a set of standardized selection criteria and impact metrics that donors can use to calibrate catalytic investments
in climate adaptation-focused investment funds, and measure results. As a result, MSP has developed this guidance
document for donors on what selection criteria, best practices, and metrics to use when analyzing and prioritizing
different adaptation-focused agriculture investment funds. While donors and investors are the primary audience, this
document is also useful for agri-businesses seeking to raise capital from adaptation-minded investors. Additionally, this
document outlines potential areas within climate adaptation finance that demonstrate the most pressing need for
catalytic investment. Furthermore, in coordination with AgFunder and the Gates Foundation, this guidance document
was developed alongside a parallel report, “Climate Capital: Financing Adaptation Pathways for Smallholder Farmers,”
which complements this document by providing investors with guidance on climate adaptation investment opportunities
and pathways in agriculture at the enterprise level.

©CPI, Global Landscape for Climate Finance, 2023
"United Nations Environmental Program (UNEP), Adaptation Gap Report 2023, 2023
8\World Bank, Enabling Private Investment in Climate Adaptation & Resilience, 202
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INTENDED AUDIENCE AND USE CASES

This guidance document provides stakeholders, especially donors, with a comprehensive framework for identifying,
assessing, and measuring investment opportunities for catalytic capital within climate adaptation for agriculture.
Stakeholders can use this document to improve their own internal capacity and programmatic support around climate
adaptation initiatives in agriculture. Use cases for stakeholders include:

Donors—this document
acts as a guide for donors
(and other stakeholders) on
how best to select, prioritize,
and measure opportunities
for catalytic investment

in climate adaptation for
agriculture. Donors can use
the information provided

in this document to design
catalytic windows aimed at
mobilizing investment into
new and upcoming climate
adaptation funds. Leveraging
the work outlined in this
document, donors can design
scorecards that they can

use to assess and compare
potential investment funds
for their catalytic windows.
Annex | provides a sample
scorecard as an illustrative
practical tool for turning

the criteria and guidance
provided in this document
into a methodology for
assessing funds.

CLIMATE ADAPTATION FINANCE FOR AGRICULTURE: DONOR AND INVESTOR GUIDANCE DOCUMENT
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Investment funds—the
selection criteria and impact
metrics outlined in this
guidance document are
applicable for funds looking
to identify, assess, and
measure direct investments
into enterprises or financial
intermediaries. The guidance
outlined here provides

fund managers with a set

of best practices that can

be used to improve an
existing fund's approach

to climate adaptation or

as a framework for an
aspiring fund looking to raise
catalytic capital from donors.
However, as mentioned
above, investment funds can
also consult ISF Advisors’
complementary report

for further guidance on
identifying potential climate
adaptation investment
pathways in agriculture at the
enterprise level.

Agri-businesses—for agri-
businesses, the information
provided in this document
provides an overview of the
best practices investors and
donors are looking for when
making investment decisions
or providing non-financial
support. Additionally, the
impact framework outlined
in this document is measured

at the enterprise level and
can be used to improve a
business’ impact monitoring
and measurement with
respect to climate adaptation.
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SUMMARY OF RESEARCH AND INTERVIEWS

To develop a comprehensive guide for donors on how best to select, prioritize, and measure catalytic investment
opportunities, MSP interviewed 25 fund managers, donor incentive programs,” and stakeholders (see Annex 2 for the
list of interviews) and reviewed over 97 different references. As a result, MSP identified the following key challenges
faced by the climate adaptation for agriculture space, which are considered and addressed in the recommendations
outlined in this document:

The climate adaptation for agriculture space is fragmented, non-standardized,
and evolving, resulting in a wide variety of adaptation definitions and objectives.
Feedback from interviews indicated that investors and donors often have their own definitions

in practice for what constitutes climate adaptation for agriculture. As a result, investors and
donors have varying objectives, approaches, and measures of success. Throughout this work, MSP
benchmarked several leading impact frameworks measuring climate adaptation (see Annex 3 for
a comparison of these existing impact frameworks). In addition, there are several organizations,
including the Adaptation and Resilience Investors Collaborative (ARIC)'® and the International
Development Finance Club (IDFC),' that are working to enhance harmonization around impact
metrics and frameworks in the space. Given the multiple ongoing efforts to achieve harmonization,
the guidance provided in this document aims to leverage existing frameworks and guide donors
in selecting the most relevant criteria and metrics. However, a degree of flexibility is inherently
required both to adapt to a given stakeholder's priorities and in recognition of the continuously
evolving nature of the space.

Climate adaptation in agriculture depends heavily on the local context and
geography. Climate adaptation for agriculture is context-specific and depends on specific
regional or local vulnerabilities.'? In this sense, the same type of solutions might contribute to
climate adaptation in one context but not another and, in some extreme cases, might contribute
to maladaptation.'® For example, solar irrigation pumps are considered crucial in adapting farmers
to the impacts of climate change in the Sahel. However, in areas with overly abundant water,

such as parts of Bangladesh, solar water pumps are ineffective climate adaptation solutions. Given
this nuance, the guidance presented in the document aims to be flexible enough to apply to all
geographies and contexts. In doing so, this document emphasizes the need for conducting climate
risk assessments at both the national and subnational levels to ensure donors and fund managers
are identifying and investing in the most pressing climate adaptation needs for a given locality.

?Within the context of this report, donor incentive programs are donor-backed programs aimed at driving private sector capital into a specific theme (e.g., climate, gender, etc.).
This includes donor sponsored catalytic windows, facilities, funds, and matchmaking initiatives, among others.

'®More information on ARIC can be found on the UNEP website.

''More information on the IDFC can be found on their website.

"2CPI, Tracking Adaptation Finance: Advancing Methods to Capture Finance Flows in the Landscape, 2019

"*The UN Intergovernmental Panel on Climate Change (IPPC) defines climate maladaptation as “any changes in natural or human systems that inadvertently increase vulnerability
to climatic stimuli; an adaptation that does not succeed in reducing vulnerability but increases it instead.”
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Measuring adaptation improvement is often nebulous and difficult to standardize
across portfolios. Climate adaptation impact can take many forms and is therefore difficult

to measure and standardize,'"* especially across different investors and portfolios. As a result of
this complexity, the guidance in this document emphasizes the need for donors to take a multi-
pronged approach to measuring adaptation impact and assessing intentionality and additionality at
the fund and investee levels. Furthermore, as mentioned above, several leading institutions have
begun to develop frameworks and metrics aimed at measuring the impact of climate adaptation.
The document includes a robust exploration of additionality and intentionality, including common
best practices for assessing these concepts from respected sources such as IMP. Combining a
multi-pronged approach to metrics with a focus on additiondlity and intentionality ensures a more
comprehensive picture of which opportunities can generate the most impact while leveraging
concessional capital efficiently.

Additionally, MSP benchmarked nine different adaptation
taxonomies, including ASAP Taxonomy, the European
Union (EU) Taxonomy, and others. In doing so, MSP
determined that while there are several industry-leading
taxonomies, most focus on segmenting opportunities
based on solution type or climate hazard. However,
investors require an expanded taxonomy that includes
the types of investable businesses implementing these
adaptation solutions. As a result, MSP developed an agri-
focused, three-part taxonomy (primarily adapted from
Lightsmith's Adaptation SME Accelerator Project), which
allows investors to characterize and segment investment
opportunities by business type (i.e., tech-enabled,
traditional,'® and financial institutions) in addition to the
adaptation solution and type of climate hazard (see Figure
2). Most importantly, the taxonomy differentiates between
“adopters’—i.e, businesses that have adapted their
internal operations to context-specific physical climate risks
(e.g, a farmer who uses improved irrigation techniques
on their farm), and “enablers”—i.e., businesses which
reduce the context-specific physical climate risks of other
businesses or address systemic barriers to adopting
adaptation (e.g, a company that sells drought-resistant
seeds to farmers).'® It is important to note that some
agri-businesses can be both an “adopter” and an “enabler”
depending on the circumstances. For example, an agri-
processor can act as an “enabler” by providing extension
services to farmers within its supply chain and as an
“adopter” by adopting climate-resilient infrastructure and
improving water efficiency.

Photo Crediti§WorldVision

"“World Bank, Enabling Private Investment in Climate Adaptation & Resilience, 2021

> For the purpose of this report, traditional businesses are those that tend to operate in physical locations throughout the value chain and that don't have digital technology that
underpin their business model such as processors, traders, and logistics companies.

'®EU Technical Expert Working Group, Taxonomy Report: Technical Annex, 2020
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Figure | below provides an overview of the three-part taxonomy, which was used to develop the guidance outlined in
this document by further contextualizing how donors and fund managers approach investing in climate adaptation in
agriculture. Annex 5 provides an overview of the taxonomy, including a breakdown of each component.

Figure I: Climate Adaptation Taxonomy for Agriculture

Type of Business Adaptation Solution Climate Hazard & Risks
Description

*  Categorizing how the solution e Showecasing which products, *  Linking the financing sources
is being implemented services, practices, or solutions to the underlying climate

These include businesses that are: are supporting adaptation and/ hazard(s) being addressed

or adaptive capacit R S :

«  Enablers of adaptation (e.g. . P .p 7 ‘ This will help inform the .
investments into Ag/Climate e For instance, is the solution supply and demand for climate
Techs) promoting adaptation solutions and support climate-

. intelligence or directly related financial disclosure

*  Adopters of adaptation providing products/services aligned with TCFD

(e.g., investment into
climate-proofing agribusiness
operations)

OVERVIEW OF SELECTION CRITERIA
FOR ASSESSING CLIMATE ADAPTATION
INVESTMENT FUNDS

To catalyze the necessary capital needed to address climate adaptation throughout the agricutture value chain, donors
and investors need a more tailored set of selection criteria to assess and prioritize investment funds and ensure their
capital addresses the most pressing adaptation needs. To do so, MSP has developed a set of three overarching criteria
that help donors and investors assess and prioritize investment funds for support:
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Figure 2: Overview of Selection Criteria and Best Practices for Assessing Climate Adaptation Funds'’

e . Best practices for donors and investors when assessing
Criteria Assessment question . c .
climate adaptation-focused agriculture funds

Local Does the fund focus * Invest in funds that use science-based climate risk
context and on investing in high- assessments to inform their investment decisions
geography priority geographies

, * Target funds that invest in highly vulnerable geographies
and cons@erl th,e local per the Notre Dame Global Adaptation Initiative (ND-GAIN)
context in its investment Country Index (see Annex 6)

strategy? . . o
e Emphasize local presence or experience within the fund’s
team
Solutions-led  Does the fund invest in * Invest in funds that use a set of science-based climate
approach accepted and science- adaptation solutions to inform their investment thesis

based adaptation e Asastarting point, donors can consider the adaptation solutions

practices? outlined by FAO, ASAP, and the UN CTCN taxonomies

*  However, donors must ultimately select a set of solutions
that aligns best with their theory of change and impact

objectives
Intentionality Does the fund have *  Prioritize funds with the ability to assess intentionality at
and processes for assessing the investee level by aligning with the DAC Rio Markers and
additionality  the intentionality and ensuring investees possess or are developing comprehensive
additionality of an ESMS capabilities
|nveste§s contribution to *  Prioritize funds with the ability to assess additionality at
adaptation?

the fund level by aligning with either the IMP’s Investor
Contribution Strategies or the MDB’s Harmonized
Framework for Additionality

The subsequent sections of this document explore each of the criteria in detalil, including relevant definitions, resources,
tools, and examples.

Criteria I: Donors and Investors Should Consider Local Context

and Geography when Prioritizing Investments in Adaptation

As mentioned previously, the context-specific nature of climate adaptation for agriculture makes it difficult for fund
managers and donors to determine which solutions address the most pressing climate hazards and risks. An adaptation-
minded fund manager must consider the local context and specific climate hazards and risks at the pipeline development
stage to avoid investing in the wrong solutions, a suboptimal solution, or contributing to maladaptation. However, while
interviews with fund managers indicate they largely consider the local context and geographical consideration at the due
diligence stage, very few use local and regional climate risk assessments to drive their investment thesis. Rather, fund
managers are seeking investable opportunities that meet a general climate adaptation thesis and backfilling the local
climate risk assessment to inform the due diligence. A fund rarely develops a pipeline around a specific climate hazard

in a given geography. Two notable exceptions (profiled in the case box below) include Sail Ventures” &Green Fund and
South Pole’s Landscape Resilience Fund (LRF), which start with climate hazard assessments and then build an investment
pipeline around these needs. This is an area where donor incentive programs could create requisite support to better
link investment fund activity to the most pressing local climate hazards.

" The selection criteria outlined in this document was designed for assessing climate adaptation-focused agricufture funds. However, these criteria use bedrock principles for
assessing climate adaptation-focused funds and can be applied to other sectors.
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Figure 3: Examples of Funds Integrating the Local Context and Geographical Consideration into Pipeline Development

Example |: Sail Ventures’ &Green Fund

About: Sail Ventures is the fund manager for &Green, a target $500 million fund providing long-term
subordinated debt and guarantees to large scale agri-businesses and financial intermediaries that want to
inclusive, sustainable and deforestation-free production projects within commodity value chains that are linked
to deforestation. The fund has an evergreen fund structure and invests in tickets of $5 million to $30 million.

Date founded: 2017
Target size (USD): $400 million
Fund status: Investing—$ 165 million in capital deployed (as of December 31, 2022)

Approach to pipeline development: For the &Green fund, Sail Ventures conducts climate risk
assessments at a national and regional level to determine what the most pressing climate hazards and risks are
for a given geography. Using this data, Sail Ventures prioritizes specific regions, value chains, and adaptation
solutions to invest in addressing the most pressing needs. As a result, Sail Ventures builds a potential pipeline of
medium and large agri-businesses interested in deploying solutions that reduce deforestation and address the
most pressing climate needs of that geography.

Website: www.andgreen.fund

Source: &Green website (Accessed January 21, 2024) and interviews with the fund manager

Example 2: South Pole’s Landscape Resilience Fund (LRF)

About: The LRF is an independent Swiss foundation co-developed by South Pole, acting as fund managen,
and the World Wide Fund for Nature (WWF), as an advisor and service provider. The target $100 million
fund provides technical assistance and concessional loans of $500,000 up to $2 million to SMEs working with
smallholder farmers with a climate adaptation/resilience angle.

Date founded: 202 |
Target size (USD): $100 million
Fund status: Investing

Approach to pipeline development: To develop investment pipeline, the LRF uses the ND-GAIN
Country Index as a factor in determining which geographies the fund should invest in. After a pipeline is
developed within those geographies, LSF conducts an initial climate risk assessment for each company during
the screening process to determine which companies need technical assistance related to climate adaptation. In
addition to providing insight into the needs of the business, these climate risk assessments also provide LRF with
an overview of the regional and local climate situation, which is used when assessing future opportunities. In this
way, LSF integrates climate risk assessments throughout the transaction lifecycle to ensure that the local context
is considered for each of its deals.

Website: www.landscaperesiliencefund.org

Source: LRF website (Accessed January 21, 2024) and interviews with the fund manager
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As a result, this guidance document suggests that donors and investors take a proactive approach to incorporating
the local context into investment decisions by implementing the following best practices when assessing potential
investments in adaptation-focused funds:

* Invest in funds that use science-based climate risk assessments to inform their investment
decisions—donors and investors should prioritize funds that conduct science-based climate risk assessments at a
national and regional level and utilize these assessments to influence their investment strategy. These assessments
should be conducted at the beginning of the investment lifecycle to determine which geographies are most
vulnerable and identify the most pressing climate hazards and risks. Consequently, funds should develop their
pipeline and investment strategy around which adaptation solutions are best placed to address these context-
dependent hazards and risks. Additionally, funds should conduct investee-level climate risk assessments on a deal-
by-deal basis at the due diligence stage to validate the investment strategy and develop bespoke impact metrics for
each investee.

* Target funds that invest in highly vulnerable geographies—donors and investors should target funds
that invest in highly vulnerable countries or regions as indicated in the Notre Dame Global Adaptation Initiative’s
(ND-GAIN) Country Index. By prioritizing highly vulnerable geographies, donors can ensure that they are catalyzing
investments in areas with a pressing climate adaptation need. Annex 6 includes a list of highly vulnerable countries
as indicated by the ND-GAIN Index.

* Emphasize local presence or experience within the fund’s team—donors and investors should ensure
that funds have a proven track record of investing in the target regions and possess a thorough understanding of
the most pressing climate hazards and risks faced by local agri-businesses and farmers. As a matter of best practice,
funds should have locally or regionally-based team members or work closely with locally-based consultants or
institutions.

Criteria 2: Donors and Investors Should Assess Funds
Using a Solutions-led Approach

As discussed in the previous section, the context-specific nature of adaptation means that a one-size-fits-all approach
to investing in climate adaptation is ineffective. For example, investing in irrigation across the board is not sufficient. In
this sense, climate adaptation solutions should be segmented and prioritized based on the specific climate hazard being
addressed in a given geography. In practice, there are two ways donors can approach this; donors and investors can
either: i) develop their own theory of change around adaptation solutions they want to support in a given geography
or ii) rely on the fund manager’s theory of change, but ensure it is constructed based on science-based adaptation
solutions.

Donors and investors with a well-constructed theory of change in a given geography may take a solutions-led approach,
using a predetermined list of science-based adaptation solutions that align with their theory of change and view of the
future. To select an appropriate set of impact solutions, the donor or investor must decide if they want to take a more
“narrow’” or direct definition of climate adaptation solutions focused solely on climate adaptation products, services, and
intelligence, as outlined in section 2, "Adaptation Solution,” of the taxonomy referenced at the beginning of this guidance
document (also included in Annex 5). Alternatively, donors may take a “broader” definition of climate adaptation
solutions that includes systems-based solutions focused on improving household resilience (e.g,, diversified income
sources, improved yields, price premiums, etc.)
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Alternatively, donors and investors can take a more flexible approach, without a predetermined list of adaptation
solutions, by placing the onus on the applicant to justify how their fund strategy supports improved climate adaptation.
In a case where donors and investors do not have a well-developed theory of change for a given geography, or where
they want to be geographically agnostic, then donors and investors can prioritize investment funds that use science-
based adaptation solutions that align with industry-leading frameworks as a basis for developing their pipelines.

This document highlights the following three science-based taxonomies, that can be used to determine which set of
climate adaptation solutions aligns with a donor’s or investor’s impact objectives. These taxonomies were selected as a
starting point for donors and investors due to their robustness and reputation with stakeholders.

FAO—In 2021, FAO published a comprehensive risk-based taxonomy that characterizes specific climate-related
hazards and their corresponding adaptation solutions. The taxonomy's scope applies to both “enablers” and
“adopters’” and covers solutions at the farm level and for a select set of value chain actors such as processors

and logistics providers. FAO characterizes adaptation solutions for seven distinct categories across food systems:

i) cropping systems, ii) livestock systems, i) forest systems, iv) fisheries, aquaculture, and international waters, v)
biodiversity, vi) climate resilient solutions along the supply chain, and vii) governance.'® The full list of FAO's climate
adaptation solutions can be found on the FAO website (link).

ASAP Taxonomy—In 2020, ASAP an initiative led by Lightsmith Group, in coordination with the Global
Environmental Facility (GEF), Conservation International (Cl), and the Inter-American Development Bank (IDB),
created the Adaptation Solutions Taxonomy (a.k.a., ASAP Taxonomy) as a way of defining and segmenting
investment opportunities in SMEs that were contributing to climate adaptation. The taxonomy segments climate
adaptation solutions into two broad buckets: i) climate adaptation products and services, which include physical
climate risk management (e.g., water-efficient irrigation crop storage, etc.) and physical climate risk transfer (e.g.,
parametric insurance) and ii) climate adaptation intelligence which includes advisory services, data management
and operations (i.e., weather and climate data), decision-support tools (e.g., early warning systems), and physical
climate risk identification and impact assessments.'” However, the taxonomy only focuses on “enablers’ and
intentionally doesn't consider “adopters.” The full list of ASAP's climate adaptation solutions can be found on page
34 of its taxonomy (link).

UN CTCN Technology Taxonomy—In 2019, the UN CTCN published a taxonomy of climate adaptation
solutions and technologies for “enablers” and “adopters” in seven distinct categories, including i) early warning

and environmental assessments, ii) agriculture and forestry, iii) water, iv) human health, infrastructure, and urban
planning, v) coastal zones, vi) marine and fisheries, and vii) cross-sectoral enablers and approaches.?’ The full list of
the UN CTCN's climate adaptation solutions can be found on its website (link).

While the taxonomies listed above were selected due to their robustness and reputation, the adaptation solutions
outlined in these taxonomies will not entirely fit the needs and objectives of every stakeholder. Furthermore, the
definition of climate adaptation is nebulous and constantly evolving, so a flexible and dynamic approach may be required
when assessing and prioritizing climate adaptation solutions.

"®FAQ, Climate Resilient Practices: Typology and guiding material for climate risk screening, 202 |
'? ASAP, Adaptation Solutions Taxonomy, 2020
2UN CTCN, Technology Taxonomy, 2017
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Figure 4: Examples of Funds that Use a Predetermined Set of Climate Adaptation Solutions for Developing Pipeline

Example |: SP Ventures

About: SP Ventures' Fund Il is a Brazil-based early-stage investment fund investing equity in tech-enabled
businesses in the food and agriculture space across Latin America. SP Ventures has been investing in agriculture
since its first fund in 2008 and has increasingly become more focused on investing in climate adaptation solutions
in agriculture.

Date founded: 202 |
Target size (USD): $59 million
Fund status: Investing—3$33.5 million in capital deployed (as of 31 December 2022)

Approach to selecting investments: SP Ventures' Fund Il targets three main investable business sectors
within AgTech that it feels are critical for enabling climate adaptation in agriculture across Latin America:

e Biotech (e.g, plant genetics, probiotics, new fertilizers)

* Digital agriculture services and products, including upstream (e.g.,, farm management systems, soil analysis,
etc.) and mid & downstream (e.g, AgFinTech, digital marketplaces.)

*  FoodTech (e.g, packaging & preservatives, traceability, alternative proteins, etc.)

Additionally, these sectors are further segmented by the type of value chains they target, including agriculture,
livestock, and crosscutting solutions that span all three sectors, such as financial services, logistics, and Al

Website: www.spventures.com.br

Source: SP Ventures website (Accessed January 21, 2024) and interviews with the fund manager

Example 2: Ireme Invest

About: Ireme Invest, supported by the Rwanda Green Fund and the Development Bank of Rwanda, is a financing
facility that provides support and credit to private sector led sustainable and climate resilient projects throughout
Rwanda. The program consists of two separate facilities: i) the Project Preparation Facility, geared towards
supporting projects from ideation to bankability and ii) the Credit Facility, which aims at providing funding to SMEs.

Date founded: 2023
Target size (USD): $40 million
Facility status: Investing—actively accepting applications (as of 18 March 2024)

Approach to selecting investments: Ireme Invest has a defined list of eligible climate adaptation and mitigation
solutions in which it will invest. In terms of climate adaptation in agriculture, lreme primarily invests across four
main categories:

*  Water resource management—e.g,, irrigation technologies, water efficiency audits, and stormwater
management)

* Seeds, crop production, and food systems—e.g,, increase crop diversity, crop rotation, introduce heat/
drought-resilient crops/seeds

* Sustainable/regenerative agriculture—e.g., low-tillage agriculture, regenerative farming practices, shade &
boundary tree

e Agri-business (infrastructure, equipment, and processes)— i.e., increase efficiency of all equipment and
processes in existing value chains for: food processing, no-meat alternatives, and aerobic composting

Website: www. iremeinvest.rw

~...Sourge;: Interview. with.the fund manager.and. lreme. Invest’s. Eligibility. REQUICEIIENLS. .......vvveeeeeeeeeeeeeeeeeeeeeeresrs e 4
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Criteria 3: Donors Should Target Funds that Assess the Intentionality
and Additionality of Their Adaptation Investments

In addition to a solutions-led approach, investing in climate adaptation in agriculture, specifically in emerging markets,
requires that donors and investors assess the intentionality and additionality of their investments to ensure they are
most effectively contributing to climate adaptation at scale. This is especially important when investing in “adopters,”
where adaptation might not be a part of the company’s core business. In this case, donors should assess the
intentionality of the investment in addition to ensuring that it is used solely for adaptation-related purposes. Similarly,
additionality is a crucial component for donors and investors to ensure that their investments are improving climate
adaptation in communities above and beyond what would have happened without the investment.

Based on interviews, both fund managers and donors emphasize the importance of assessing the intentionality and
additionality of their investments. Fund managers often assess intentionality during due diligence and tend to prefer
businesses where adaptation is core to their business model. Additionally, fund managers ensure additionality in their
funds by tailoring their investment thesis to either i) target underfunded regions, sectors, and beneficiaries or ii) by
offering more flexible or tailored financial products and terms to agri-SMEs and farmers than what currently exists in
the market.

To assess intentionality at the investee level, donors should ensure that fund managers have governance
structures that assess investees’ alignment with the following components:

Align with the DAC Rio Markers for Climate Adaptation—to ensure intentionality, funds should have
governance processes to ensure that investees align with the climate change adaptation marker outlined by the
OECD’s DAC Rio Markers for Climate Handbook. Under this standard, investees must explicitly articulate their
climate adaptation objectives (e.g, bringing 200,000 hectares under sustainable agricultural practices) and outline
their approach to achieving these objectives. Based on this, the OECD recommends that enterprises and projects
follow three best practices: i) use an evidence-based approach to assess the context-specific climate risks and
vulnerabilities of the company and its beneficiaries, ii) clearly state how the enterprise intends to address these
context-specific climate vulnerabilities and risks, and iii) demonstrate how the company’s operations relate directly
to the identified climate risks and vulnerabilities.?!

Possess comprehensive ESMS capabilities—donors and investors should prioritize funds that ensure each investee
has an ESMS or provide technical assistance for improving these capabilities. Funds should assess ESMS at an
enterprise level and should ideally have standards in place that align with international frameworks such as the
IDB's seven best practices: i) establish environmental and social impact objectives that guide the actions of the
enterprise, i) identify relevant environmental and social risks potentially associated with the business, iii) establish
management programs which mitigate and deal with the identified risks, iv) incorporate the ESMS framework into
the organizational structure of the business including human and financial resources dedicated to implementing the
ESMS, v) develop preparedness policies that allow the company to address any accidental social or environmental
impacts, vi) engage stakeholders by outlining the company’s grievance mechanisms and consultation processes, and
vii) conduct ongoing monitoring of the company’s social and environmental impact on stakeholder?

2 OECD, DAC Rio Markers for Climate Handbook, 2010
2 Adapted from IDB, Environmental and Social Policy Framework: Guidelines for the Environmental and Social Performance Standards, 202
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For fund managers that invest in “adopters,” where adaptation may not
be core to the business model, donors should apply additional scrutiny
1o assess the fund's capability to ensure that the funds are used primarily
for implementing adaptation solutions. In this sense, funds can employ
best practices such as i) incorporating clear covenants around the use of
funds in the investment documentation and ii) tranching investments by
disbursing capital over time upon the completion of adaptation-based
impact milestones.

To assess additionality at the fund level, donors can prioritize fund
managers who align with at least one of the following standards:

~N
IMP’s Investor Contribution MDB’s Harmonized Framework for
Strategies? —implement governance Additionality—explicitly target at least
strategies around assessing additionality at one dimension of additionality as outlined
the fund level that align with IMP's Investor by the MDB'’s Harmonized Framework for
Contribution Strategies by demonstrating Additionality, a framework co-authored
the following characteristics: i) signaling to the and agreed upon by several of the world’s
market that impact around adaptation matters, MDBs.> Under the framework, an investor
ii) actively engaging investees, iii) growing new must demonstrate that its investment strategy
® or undersupplied capital markets, and iv) @ contributes to one of the following dimensions
providing more flexible capital than what is for additionality: i) financing that isn't currently
otherwise available.* provided by the market, ii) risk mitigation
and/or risk sharing, iii) improved project
design, iv) improved development outcomes,
or v) improved environmental, social, and
governance standards.?
- AN J

% Note that Impact Frontiers, the successor to IMP is currently updating these definitions, which are subject to change.

#IMP, Investor Contribution in Public and Private Markets, 2018

2 Members include the African Development Bank Group, Asian Development Bank, Asian Infrastructure Investment Bank, European Bank for Reconstruction and Development,
European Investment Bank, IDB, Islamic Corporation for the Development of the Private Sector, the New Development Bank, the World Bank Group.

2 MDB Group, Multilateral Development Banks’ Harmonized Framework for Additiondlity in Private Sector Operations, 2018
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Figure 5: Examples of How Donor Incentive Programs Assess Intentionality and/or Additionality %

Example |: The Dutch Fund for Climate and Development (DFCD)

About: The Dutch Fund for Climate and Development (DFCD) is a €160 million fund supported by the Dutch
Ministry of Foreign affairs which provides grants, debt, and equity investments in climate mitigation and adaptation
projects with an aim of increasing the resilience of the most vulnerable communities and ecosystems.

Date founded: 2020
Target size (USD): $174 million

Fund status: Investing—roughly $27 million in capital deployed through the Origination Facility (as of 20
September 2023)

Approach to intentionality: The DFCD makes investments through three separate facilities: the origination
facility, land use facility, and water facility. The origination facility primarily acts as a pipeline for the land use and
water facilities which only invest in projects once they have graduated from the origination facility. To be approved
for funding under the origination facility, the project must demonstrate intentionality by aligning with the DAC Rio
Marker standard 2—i.e., explicitly state that the primary objective of the project is to improve climate adaptation
or mitigation. Additionally, the project must demonstrate financial additionality and prove that the DFCD funding
adds value to the existing mission and vision of the project above what is available.

Website: www.thedfcd.com
Source: DFCD website (Accessed January 21, 2024)

Example 2: Green Climate Fund (GCF)

About: The Green Climate Fund is a multilateral climate fund, established under the Canciin Agreements within
the framework of the United Nations Framework Convention on Climate Change (UNFCCC), to provide funding
to developing countries to achieve their climate targets, most recently as outlined in the 2015 Paris Agreement.
Under the second replenishment as of December 2023, the fund has reached $12.8 billion from 3| donor
countries. The fund invests across a range of climate mitigation and adaptation projects, primarily in emerging
markets, and provides grants, concessional debt, guarantees, and equity investments.

Date founded: 2010
Target size (USD): $12.8 billion
Fund status: Investing—%4.2 billion in capital dispersed (as of 18 March 2024)

Approach to additionality: The GCF defines additionality as “a project or program that would not have
occurred in the absence of GCF funding.” Furthermore, GCF measure additionality along four principal dimensions:

*  Baseline context and alternatives—can the project show a comparative analysis between the proposed
interventions and the alternatives?

*  Non-financial barriers—does the project address non-financial barriers that would prevent the project from
happening?
*  Financial barriers—does the project address financial barriers that would prevent the project from happening?

* Innovation and second order effects—is the technology or innovation first-of-its-kind or otherwise new in
design or application?

Website: www.greenclimate.fund

Source: GCF website (Accessed January 21, 2024) and GCF, Integrated Results Management Framework Annex 4:
Innovation and Additionality Tool, 202 |

In this call out box, DFCD demonstrates a concrete example of intentionality and GCF provides an example of additionality. While both programs assess additionality and
intentionality, GCF's approach to intentionality includes a rigorous set of criteria, which are not explicitly mentioned here.
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CATALYTIC FUNDING OPPORTUNITIES
AND CONSIDERATIONS

The sections above provide donors and investors with a set of criteria for assessing and selecting which investment
funds should be supported. However, donors need to decide where best to deploy catalytic capital to drive private-
sector investment in the sector. Based on MSP's research and interviews with donor incentive programs, fund managers,
and sector experts, this section outlines three key areas where donors can provide catalytic funding and maximize
additionality and impact. However, it is important to keep in mind that while the following opportunities need catalytic
capital, this document does not take a perspective on which opportunity is the most pressing or requires the greatest
degree of concessionality because context matters, and it is difficult to make an evidence-based comparison of one
versus the other based on the existing analysis. Donor options for catalytic capital include:

Identify and invest in the most pressing climate adaptation solutions in agriculture
as defined by stakeholders?® —while the most pressing investment needs will differ by
geography and local context, feedback from fund managers indicates that the four adaptation
solutions listed below need additional catalytic funding. While these are general sub-sectors that are
underfunded, the recurring theme throughout this document applies here: local context matters,
and support should be based on local assessments. The underfunded areas identified include:

i.  Post-harvest management (e.g,, washing, drying, and storage)

ii.  Precision agriculture (e.g, soil testing, remote sensors, variable-rate technology)
iii.  Crop insurance

iv. Mid-stream infrastructure (e.g., cold chain solutions, logistics, and storage)?

Address fund-level market gaps—overall, feedback from fund managers indicates that donors
can help funds better match the supply and demand for adaptation capital by addressing associated
risks. Specifically, donors can support fund managers in the following ways:

Provide financial and technical support to fund managers to conduct regional and local climate-
risk assessments, so funds can better focus, structure, and negotiate investments with respect
to the most pressing local climate hazards and risks.

ii.  Donors can provide patient and flexible capital to accommodate the high risk and long-time
horizons associated with many climate adaptation investments in agriculture.

iii.  Donors can support the costs and risks associated with investing in relatively small ticket sizes
(i.e,, $1.0 million to $5.0 million), which are predominant in the agriculture climate adaptation
space.*®

2 While this guidance document offers initial insights into areas where catalytic funding may be needed based on stakeholder interviews, the Gates Foundation-funded report (link)
provides a more in-depth analysis of capital flows to climate adaptation in agriculture, highlighting potential funding gaps.

» Research conducted by AgFunder and ISF Advisors indicates that mid-stream infrastructure only received about $15 million in investment between 2012 and 2023.

% Research conducted by AgFunder and ISF Advisors identified that the median adaptation investment across emerging markets is $1.0M - $5.0M, and approximately one-third of
investees raised grant money before accessing debt or equity investment.
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Take a systems approach, ensuring adaptation investment is transparent,

coordinated, and distributed across the food systems value chain—climate adaptation
investing for agriculture is highly fragmented and uncoordinated, resulting in a large unmet need for
donors to provide ecosystem-building support to the sector. Feedback from stakeholders indicates

that donors can help build up the ecosystem for climate adaptation in the following ways:

Donors can provide additional financial support for farmer training and information at the
ecosystem level, which most stakeholders agree is a key barrier for farmers to adopt climate
adaptive practices.

ii.  Donors can support learning initiatives that better inform the direction and coordination
of the sector, including supporting efforts to standardize metrics, develop tools, or advance
methodologies around climate adaptation investing in agriculture.

iii. Recognizing the interdependent systems nature of many adaptation solutions, donors can
lead in funding a holistic suite of initiatives across agricultural value chains, including ensuring
investments are distributed across value chain actors, crop types, and both “adopters” and

“enablers.”’

iv. . Donors can help support and provide financing for smallholder farmers to transition to more
regenerative agriculture practices. In addition to the upfront investment in new technology,
practices, and infrastructure, transitioning smallholder farmers will require subsidies from
donors to cover the multi-year yield gap and additional labor that often accompanies
transitioning from traditional to regenerative agriculture systems.’!

Trade-offs: Although it is difficult to make evidence-based trade-offs across the opportunities described above,
there are several tensions at play. Donors should appraise their own impact goals and internal capabilities. In
doing so, donors can consider several of the following key tradeoffs before developing and implementing their

climate adaptation strategies for agriculture

Innovation vs. scalability—
donors can consider whether they
want to prioritize supporting new
climate adaptation innovations (e.g.,
new biotechnology, robotics, etc.) and
help bring them to market or prefer
to support existing proven adaptation
solutions (e.g,, solar irrigation,
draught-resistant crop types, etc.)

to scale. Whether to support one
pathway over the other; or both, will

depend on the donor’s specific impact

objectives and internal capabilities.

Vulnerability vs. reach—
stakeholder feedback suggests
there is an impact tradeoff
between aiding the most vulnerable
communities and focusing on
solutions with the broadest reach.
Donors can opt to prioritize either
fund managers who focus on
vulnerable regions for maximum
impact or those who aim to benefit
the largest number of beneficiaries,
depending on their own theory of
change and impact objectives.

. Direct vs. enabling investment—
i interms of allocating catalytic

{ capital, donors can choose to invest

i directly in adaptation solutions (i.e,,

{ by investing directly in funds or

{ enterprise) or focus on supporting the
: enabling environment (e.g, learning

© labs, alliances, etc.). Feedback from
stakeholders indicates that while several
i climate adaptation solutions remain

i underfunded despite a pressing need,

i there is also a strong need for building
: amore robust and comprehensive

{ enabling environment around climate

© adaptation for agriculture.

3! According to Boston Consulting Group (BCG), Cultivating Farmer Prosperity: Investing in Regenerative Agriculture on Average, 2023, farmers experience three to five years of losses
when implementing regenerative agriculture practices due to lower yields and increased expenses.
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CLIMATE ADAPTATION IMPACT METRICS

Due to its complexity and context-specific nature, climate adaptation is often difficult to measure, monitor, and
standardize across portfolios and funds. In response to this challenge, there is a range of existing impact frameworks and
initiatives aimed at measuring the impact of adaptation, such as GIIN's IRIS+, 60 Decibels, GIZ, GCF, and the Committee
on Sustainability Assessment (COSA). Despite these efforts, impact measurement for climate adaptation in agriculture
remains highly unstandardized and fragmented, with fund managers and donors using a variety of impact frameworks
and metrics.

This guidance document outlines a four-part framework for donors and investors to assess the climate adaptation
impact of potential funds or direct investments. The framework below provides: i) an overview of the four impact
areas of measurement, each requiring different degrees of measurement, ii) how the framework aligns with the existing
frameworks and tools, and iii) suggestions around potential metrics that can be used to measure the impact of climate
adaptation focused funds. However, a more comprehensive list of impact metrics can be found in Annex 4.

Figure 6: Impact Assessment Framework and Metrics for Assessing Climate Adaptation for Agriculture

Level Existii
Intensity of Impact Description evel of isting Metrics | questions to consider
measurement focus measurement frameworks [ tools

* Describes the extent of v GIIN RIS+ . Number of individuals trained in a climate adaptive capacity
Reach of cllmatedadaptlve slf-:r:llr;es o v GCFIR 2. Nu_lFbeF D-f {people_wnh improved access to adaptation and
or products supplied by level EL s resilience information.
the enterprise 3. Value of physical assets made more resilientto the effects of
v GIZ climate change
* Metrics, specifically around ¥ GIIN IRIS+ |. Total water consumed
soil health, water usage Beneficiary v GIZ 2. Number of cubic meters of water conserved
heteice and inputs, that can be level 3. Severity and prevalence of cbserved erosion on farm
used as a proxy for v COSA 4. Area of land treated with pesticides
climate adaptation 5. Amount of pesticide used
* Degreeto which v 60 Decibels I. Has the company affected how prepared you feel for an
Percaived beneficiaries f?e! better Beneficiary v COSA unexpected weather event?
aHantatian adapted to existing and el 2. Has the company affected your knowledge of how to adapt
P future climate impacts to an unexpected weather event?
* Change of production and v 60 Decibels |. Did your involvement with the company affect how long it
Reculs of income of agri-SMEs and Beneficiary took your househeld to recover from the shock!?
actual shocks farmers as a direct result | 1. How did your involvement with the company affect the
h evel " &
of actual climate events strategies you used to deal with the shock?

Sources: 1) GIIN IRIS+ Metrics Library (Accessed January 16, 2024); 2) Green Climate Fund, Integrated Results Management Framework, 20215 3) GIZ, Repository of Adapration Indicators, 2014;
4) Committee on Sustainability Assessment (COSA) Website (Accessed January 16,2024); 5) 60 Decibels, Resilience Assessment Sample Report, 2023
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To implement this framework most effectively, donors and investors must consider that each impact focus area requires
a different level of effort and cost to measure. For example, “reach of impact” is the easiest and least expensive

area to measure since it is largely composed of operational metrics that are already being tracked by most funds and
enterprises. In contrast, “perceived adaptation,” and “results of actual shocks" require appropriate sampling, thoughtful
questionnaire design, and complex logistics to implement. As a result, these two areas are often only conducted by
specialized consultants, such as 60 Decibels, and are costly to perform, especially on a regular basis.

Ideally, funds would measure all four impact focus areas; however, in reality, there is a trade-off between available funding
and the level of effort required. As the metrics become more cumbersome and costly to measure, donors can provide
fund managers with the necessary grant funding to measure and meet these metric requirements. Therefore, when
approaching impact measurement for climate adaptation, donors should assess what level of measurement best fits their
theory of change and objectives, internal capabilities, and financial resources.

Recommendation: As best practice, this document recommends that at minimum climate adaptation investment
funds should measure the “reach of impact” across their portfolio and specific “proxy metrics” at the individual
investee-level. Beyond that, funds leveraging catalytic capital should measure “perceived adaptation” to some degree,
whether by working directly with portfolio companies or through a third party such as 60 Decibels.

Figure 7: Examples of How Certain Funds Measure Climate Adaptation Impact

Example |: Catalyst Fund

About: Catalyst Fund is a $40 million accelerator and venture fund investing in early-stage, tech-enabled
businesses in climate resilience, inclusive fintech, and digital commerce. The fund invests an average ticket size of
$200,000 in pre-seed and seed stage companies in the form of a simplified agreement for future equity (SAFE)
which includes $ 100,000 in cash and the rest in acceleration services.

Date founded: 2015
Target size (USD): $40 million
Fund status: Investing—supported 71 companies since 2015 (as of 18 March 2024)

Approach to impact measurement: Catalyst Fund measures climate adaptation at both the portfolio and
investee-level by using reach and proxy metrics which align with IRIS+ adaptation metrics. Additionally, Catalyst
Fund collects some specific metrics across the portfolio and others that are specific to the investment vertical.

Catalyst Fund collects the following metrics:

Across the portfolio

*  Number of total users . % of users below the poverty line

* % of users who are women . Net promoter score

e % of users who are smallholder farmers . No. of jobs created

Livelihoods FinTech Essential services

*  Avg increase in income *  Hectares insured *  Tons of waste collected

*  Hectares indirectly sustainably e Avg monthly insurance premium *  Tone of food preserved
managed * % of users using insurance for first *  Tons of water conserved

*  Tons of carbon sequestered or time *  Healthcare treated
removed *  Avg loan size disbursed

*  No. of loans deployed

Website: www.thecatalystfund.com

Source: Interview with the fund manager
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Example 2: Omnivore Partners Fund lli

About: Omnivore Partners’ Fund Il is the third India-focused fund managed by Omnivore Partners, which is
targeting to raise USD $130 million to back tech startups advancing agriculture, food, and the rural economy,
including those with a climate mitigation, resilience, and adaptation lens.

Date founded: 2022
Target size (USD): $150 million
Fund status: Investing—Fund Ill announced a first close of $150 million in June 2023

Approach to impact measurement: Omnivore tracks metrics both at a portfolio level and at an individual
investee level. At the portfolio-level the metrics are standardized to ensure comparability across the portfolio.
However, at the investee-level, given that the fund invests at an early-stage, most metrics are specific to the
investee’s business model. Generally, as their portfolio companies mature, they switch from primarily output
metrics to more outcome-oriented metrics.

At the portfolio level, Omnivore tracks the following metrics for all companies:

*  No. of smallholder farmers linked to all portfolio *  Reduction in chemical use (kg)
companies (#) *  Reduction in food waste (MT)

*  Amount of economic value created for smallholder *  Amount of GHG emissions avoided/ mitigated (MT)
farmers (USD) *  Reduction in water consumption (L)

*  Insurance coverage enabled (USD) *  Finance catalyzed into agriculture sector (USD)

*  Credit accessed/loans disbursed (USD) *  Direct employment within portfolio companies (#)

*  Sales to resilient (organized) value chain actors * % of portfolio company employees who are women (%)

*  Areaunder sustainable cultivation: reduced energy use,
chemical use, water use (Ha)

Website: www.omnivore.vc

Source: Interview with the fund manager and Omnivore's Impact Policy; AgFunder News
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OPPORTUNITIES FOR FURTHER WORK

This document aims to guide donors on best practices for selecting, prioritizing, and measuring catalytic investment
opportunities in climate adaptation for agriculture. While the guidance outlined in this document provides a crucial
first step in developing a standardized and cohesive approach, the following future work could expand upon these

initial efforts:

o

2

Prioritization of catalytic capital within local contexts—to get to a more
robust view of how catalytic capital can unlock the most urgent adaptation solutions
within a given locality, the starting point would be a detailed analysis of dynamics and
adaptation solutions within selected value chains and/or local food systems (e.g,, maize in
Kenya or cocoa in West Africa). These analyses could inform a donor/investor *“playbook”
of sorts that would give guidance around where catalytic capital can best unlock public
and/or private investment to increase adaptation/resilience.

Harmonization of criteria and metrics among donors—while this document
is a first step towards a more holistic and standardized approach for selecting and
prioritizing climate adaptation funds more work is needed from donors and other
stakeholders to advance these recommendations and develop a more practical set of
criteria, priorities, and metrics. In doing so, donors can drive standardization around
climate adaptation in agriculture and provide the market with clear standards and best
practices for funds and enterprises looking to target climate adaptation. As of writing,
several such initiatives can act as a starting point for these conversations such as ARIC
and IDFC, which are actively working to create more harmonization and standardization
around climate adaptation.

N
Comprehensiveness vs. costs of impact measurement—the impact framework
suggested in this document provides a comprehensive structure for measuring and
monitoring adaptation impacts at the donor, fund, or investee level. However, within

this framework, there is an inherent tradeoff between the comprehensiveness of
measurement and the associated costs. In this sense, each stakeholder must determine
the right balance between comprehensiveness and cost, based on the organization's
impact objectives, capabilities, and resources. To ensure a robust and standardized
measurement approach to adaptation, additional work could look at the optimal balance
of comprehensiveness and cost for each type of stakeholder, based on an analysis of the
underlying economics.
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CONCLUSION

This document provides donors and investors with a framework for identifying, assessing, and measuring climate
adaptation investment funds in agriculture. The document highlights best practices that donors and investors can
integrate into their own internal assessment methodologies. Ultimately, donors and investors must assess and prioritize
investment opportunities depending on their own theory of change and impact objectives. Therefore, donors and
investors can use this document to develop bespoke scorecards for assessing investment funds, which capture these
best practices while reflecting their own internal impact priorities. Annex | is a practical example of how stakeholders
can use this document to create a scorecard for assessing climate adaptation investments.

More importantly, this document is a crucial first step in standardizing approaches to climate adaptation investment in
agriculture. While more work is still needed to identify the most effective uses of catalytic capital, this document serves
as a foundational and practical resource for donors and investors interested in investing in climate adaptation-focused
agriculture funds. Furthermore, existing industry initiatives like ARIC and IDFC can make use of this guidance document,
sharing their insights as best practices among their members and offering the broader investment commmunity a practical
perspective on climate adaptation.

)

fﬁi\?hoto Credit: Mdlugeta Ayene/WLE
N
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Annex |: Adaptation Fund Assessment Scorecard (illustrative only)

Local
context and

geography

Solutions-led
approach

Intentionality
and
additionality

[) Does the fund conduct climate risk
assessments at the country and regional
levels to determine where and what the fund
will invest in?

2) Does the fund target highly vulnerable
geographies according to the ND-GAIN
Country Index?

3) Does the fund’s management team have a
local presence or local expertise?

4) Does the fund use a set of science-based
climate adaptation solutions to inform its
investment thesis?

5) Does the fund assess intentionality at the
investee level?

6) Does the fund assess additionality at the
fund level?

10%

10%

15%

15%

25%

25%

2 points - Yes, the fund conducts climate risk assessments which inform the fund's investment
strategy

I point - Yes, the fund conducts climate risk assessments to justify a potential investment at due
diligence

0 points - No, the fund doesn't conduct any climate risk assessments

2 points - Yes, the fund targets at least one country in the bottom 10% of vulnerable countries
I point - Yes, the fund targets at least one country in the bottom 20% of vulnerable countries
0 points - No, the fund doesn't target any countries in the bottom 20% of vulnerable countries

2 points - Yes, the fund’s management has more than 20 years of experience in the region and at
least one partner is based in the region

I point - Yes, the fund's management has more than 20 years of experience in the region but
none of the partners are based in the region

0 points - No, the fund’s management has less than 20 years of experience in the region

2 points - Yes, the fund uses a set of adaptation solutions that are derived from a leading
institution such as FAO, ASAP, of the UN CTCN

I point - Yes, the fund uses a proprietary set of adaptation solutions that are not based on a
leading institution

0 points - No, the fund doesn't have a set of climate adaptation solutions that inform its
investment strategy

2 points - Yes, the fund aligns with the DAC Rio Markers and ensures investees have
comprehensive ESMS capabilities

I point - Yes, the fund ensures investees have comprehensive ESMS capabilities but doesn't align
with the DAC Rio Markers

0 points - No, the fund doesn't align with the DAC Rio Markers and doesn't ensure its investees
have comprehensive ESMS capabilities

2 points - Yes, the fund aligns with either the IMP's Investor Contribution Strategies or the MDB's
Harmonized Framework for Additionality

I point - Yes, the fund measures additionally using their own proprietary methodology but doesn’t
align with either the IMP's Investor Contribution Strategies or the MDB's Harmonized Framework
for Additionality

0 points - No, the fund doesn't assess additionality at the fund level

The scorecard above serves strictly as an example for readers to demonstrate what a potential fund-scoring tool could look like. Donors could adapt this framework to suit their
priorities or theory of change.
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Annex 2: List of Interviews Conducted for this Guidance Document

60 Decibels
Aceli Africa
Acumen (ARAF)
Adapta

Aqua Spark

ARCAFIM
Catalyst Fund
CGIAR

Convergence CCFF

Gawa Capital

Green Climate Fund
(GCF)

Impact Frontiers

Ireme Invest

Landscape Resilience

Fund

Lightsmith Group

Mercy Corps
Ventures

Omnivore Partners

One Acre Fund

Paine Schwartz
Partners

ResponsAbility
Root Capital
Sail Ventures
SLM Partners

SP Ventures

Yapu
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IMM Tool

Donor incentive program
Fund manager

Enterprise / expert

Fund manager

Donor incentive program
Fund manager
Expert

Donor incentive program

Fund manager

Donor incentive program

Expert
Donor incentive program

Fund manager

Fund manager

Fund manager

FM

Enterprise / expert

Fund manager

Fund manager
Fund manager
Fund manager
Fund manager

Fund manager

Enterprise / expert

Ellie Turner
Brian Milder
Rebecca Mincy
German Vegarra

Oona Eager
Flavio Corsin

Kenji Shundo
Malika Anand
Ciniro Costa Junior

Trang Tran
Carla Orrego

Luca Torre

Aiko Ward

Marc Dumas-Johansen
Kunduz Masylkanova
Ben Vickers

Mike McCreless
Fabiola Ikirezi Mutabazi

Urs Dieterich

Sanjay ). Wagle
Tara Guelig

Tim Rann

Mark Kahn

John Mundy Tobias
Hessenberge

Kevin Schwartz

Mauricio Benitez
Lizzie Teague
Marthe Tollenaar
Paul McMahon

Francisco Jardim
Juliana De Podestd

Christoph Jungfleisch

Deputy Agriculture Lead
CEO

Investment Director
CEO

Senior Manager, Communications
Director of Partnerships

Senior Private Sector Investment Officer
Head Of ESG & Impact
Climate & Food Systems Specialist

Manager, Design Funding
CPI Lab — Portfolio Manager

Co-CEO

Data Management Specialist

Agriculture and Food Security Specialist
Senior Agricutture and Food Security Specialist
Land Use, Forestry and Ecosystems Senior
Specialist

Executive Director
Climate Finance Specialist

Managing Director

Co-Founder & Managing Director
Director, Sustainability, and Impact

Managing Partners

Managing Partner

Director of Global Partnerships
Business Development Manager

CEO & Managing Partner

Consultant

Senior Director of Climate Resilience
Impact & ESG

Managing Partner

General Partner
Head of ESG

Managing Director
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Annex 3: Comparisons of Existing Adaptation Impact Frameworks and Tools

Measurement
focus

Organization | Product Type Objective

Data type | Audience Example metrics

*  Number of beneficiaries (female/male) adopting improved and/or
new climate-resilient livelihood options

Measure ¢ Reach of : .
Green Integrated easd . o *  Value of physical assets made more resilient to the effects of
o Impact climate impact Quantitative .
Climate Results . o o Internal use climate change and/or more able to reduce greenhouse gas (GHG)
- metrics mitigation & ¢ Proxy & qualitative -
Fund (GCF)** Framework . . emissions
adaptation metrics .
*  Hectares of natural resource areas brought under improved low-
emission and/or climate-resilient management practices
Climate e Reach of . Nu‘r‘nber Qf people? with improved access to adaptation and
! Measure . resilience information
Adaptation . impact : .
33 Impact climate . *  Value of physical assets made more resilient to the effects of
GIIN IRIS+ and ) : . Proxy Quantitative  Investors .
" metrics adaptation & . climate change
Resilience o metrics o . . . . ,
Theme resilience *  Number of individuals trained in implementing climate-adaptive
capacity
Measure e Perceived *  Has [company] affected how prepared you feel for an unexpected
Climate Pememras | afreie adaptation Qualitative weather event?
60 Decibels** Resilience . *  Results . Investors *  How did your involvement with [company] affect the strategies you
tool adaptation & (Likert Scale) ,
Assessment resilience of actual used to deal with the shock?
shocks *  Has your access to credit changed because of [Company]?
. *  Number of vulnerable stakeholders using climate-responsive tools
Repository Measure . Reach of : o )
of Impact climate impact to respond to climate variability or climate change
GIZ* . pac . P Quantitative  Donors *  Number of hectares of productive land lost to soil erosion
Adaptation metrics adaptation & = Proxy . .
. - . *  Uptake of soil conservation measures
Indicators resilience metrics . o S
»  Percentage of agricultural land with improved irrigation
Committee Measure . Prox *  Practices used to conserve water: drip irrigation, catchments, etc.
on Resilience beneficiary v L Investors, *  Producer’s opinion on the value of environmental training
. - . Impact 0 metrics Qualitative & ) . s
Sustainability Indicator . resilience ) o researchers, programs: general perception of usefulness and indication of
. metrics : e Perceived quantitative ) . . : o
Assessment  Library (includes . policymakers specific practices implemented as a direct resutlt of training
- . adaptation ! . .
(COSA) climate) *  Perceptions about the quality of insurance plans held

32Green Climate Fund (GCF), Integrated Results Management Framework, 202 |

B GIIN IRIS+ Metrics Library (Link, Accessed January |6, 2024)

3460 Decibels, Resilience Assessment Sample Report, 2023

3 GIZ, Repository of Adaptation Indicators, 2014

% Committee on Sustainability Assessment (COSA) Website, (Link, Accessed December | 1, 2023)
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https://iris.thegiin.org/metrics/?search=&category%5B%5D=cat-agriculture&sortby=
https://thecosa.org/resilience-indicators/

Annex 4: Comprehensive List of Adaptation Metrics and Questions

Impact Level of Relevant tools /
Key metrics / questions
area measurement frameworks

v GIINIRIS+
Reach of . v" GCF Integrated Results
. Firm-level
impact Framework
v GlZ
Prox v GIINIRIS+
metriycs Beneficiary-level v Gz
v COSA
31

Number of people with improved access to adaptation and resilience information.
2. Value of physical assets made more resilient to the effects of climate change
Number of beneficiaries benefitting from the provisioning of alternative or improved climate-resilient livelihood
options
Number of beneficiaries (direct and indirect) of farms that adopt climate-smart agricultural practices
Number of people covered by weather risk insurance
Number of individuals trained in a climate adaptive capacity
Number of people benefiting from improved climate resilient water security measures
Number of individuals reached by early warning systems
9. Hectares of natural resource areas brought under improved climate-resilient management practices
10.  Uptake of soil conservation measures
I'l. Percentage of agricultural land with improved irrigation
[2. Increase in the percentage of climate-resilient crops being used

Water

I. Level of water stress

2. Total water consumed

3. Number of cubic meters of water conserved

4. Practices used to conserve water: drip irrigation, catchments, water-efficient processing, etc.

Soil Health

I. Number of hectares of productive land lost to soil erosion

2. Measures taken to conserve soil and soil moisture balance (contour planting, soil cover, live fences, hedgerows,
buffer zones, soil berms, etc.)

3. Recycling of organic matter and crop wastes

4. Interplanting species for soil health, diversification, fertility

5. Severity and prevalence of observed erosion on farm

Inputs Use

Area of land treated with pesticides

Amount of pesticide used

Amount of active ingredients in pesticides by toxicity class

Producer’s method(s) to determine fertilizer needs (soil analysis report, advice or assessment of a professional,

observation, knowledge of nutrient depletion by previous crop, etc.)

5. Nitrogen, phosphorus, and potassium amounts in synthetic fertilizers used and compared to focus crop yields -
indicates both efficiency and potential pollution

6. IPM practices employed on farm

e

o N o1

W —
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Impact Level of Relevant tools /
Key metrics / questions
area measurement frameworks

Perceived Beneficiary-level V" 60 Decibels
adaptation Y v’ COSA
Results of Beneficiary-level V" 60 Decibels

actual shocks

32

No AW

Producer’s opinion on the value of environmental training programs: general perception of usefulness and
indication of specific practices implemented as a direct result of training

Has [Company] affected how prepared you feel for [an unexpected weather event, such as drought, lack of rain,
flooding, or a pest or disease outbreak]?

Has [company] affected your knowledge of how to adapt to [an unexpected weather event, such as drought, lack
of rain, flooding, or a pest or disease outbreak]?

Has [company] changed the amount of time you would expect your household would need to recover from [an
unexpected weather event, such as drought, lack of rain, flooding, or a pest or disease outbreak]?

Has [company] changed your ability to access [1/20 gross national income per capita in local currency] in the
event of an emergency?

How would you describe the negative effects of this [event from Q4] on your household, where O is no negative
effect and 10 is extremely negatively affected?

Which of these strategies (e.g, aid, borrowed money, migration, adapting agriculture practices, new source of
income, etc.) did you employ as a household to deal with the shock as it was happening or after it happened?

To what extent was your household able to recover from the shock?

Was your household more or less prepared for this [shock] because of [company]?

Did your involvement with the [company] have a positive effect, negative effect, or no effect on your recovery?
Did your involvement with [company] affect how long it took your household to recover from the shock?

How did your involvement with [company] affect the strategies you used to deal with the shock?
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Annex 5: Overview of the Taxonomy Used to Inform this Research

Overarching taxonomy

Climate Hazard & Risks

Type of Business

Adaptation Solution

Description
*  Categorizing how the solution *  Showecasing which products, e Linking the financing sources
is being implemented services, practices, or solutions to the underlying climate
These include businesses that are: are supporting adaptation and/ hazard(s) being addressed

or adaptive capacit . S .
*  Enablers of adaptation (e.g, ° pacty This will help inform the

investments into Ag/Climate For |nst§nce,d|s thel solution surp!y and %emand for |(.:||mate
Techs) Pronjotlng a ap‘Fatlon solutions an §upport climate-
. intelligence or directly related financial disclosure
. o . 5 c

Adopters of ad'aptatloﬂ providing products/services aligned with TCFD

(e.g., investment into

climate-proofing agribusiness

operations)

1) Type of business
Sub-Category Type of Investable Business Example Enabler Adaptor
Agriculture FinTech Apollo Agriculture X
Agriculture Marketplace FarmX X
Farm Robotics, Mechanization & Equipment SunCulture X
Ag Biotech, Bioenergy & Biomaterials Terrawaste X
Novel Farming Systems Blue Protein X
Ag/Climate Techs
Farm Management Services Cropin X
Agroclimatic Risk Intelligence Services and Products Satelligence X
Food Traceability & Supply Chain Management eProd X
Food Processing Technologies Passtur X
Logistics, Transportation, and Warehousing Infrastructure SokoFresh X
State Bank Central Bank of Kenya X
MFI Accion X
Financial Instit Commercial Bank Sterling Bank X

Community Based FI SACCO X
Insurance Provider X
Input Manufacturer (e.g., fertilizer; seed) Golden Fertilizer X
Input Distributor Various agro-dealers X

Upstream Actors

Farmer/Farmer Organization

Busana Coffee Growers

Midstream Actors

Traders and Exporters Jojus

Transport and Warehousing AgroZ
Other Midstream Varies
Project Developer Varies

Landscape
Based Solutions

33

Other
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2) Type of adaptation solution

Proposed Adaptation Solutions (in scope)* _

Climate
Adaptation
Products &

Services

Climate
Adaptation
Intelligence

Physical climate risk management and infrastructure, e.g, water efficient irrigation

technology, crop storage, rainwater harvesting

Physical climate risk transfer, e.g, parametric insurance

Physical climate smart inputs, e.g, seeds, fertilizer; crop protection

Advisory services, e.g, for climate risk exposure and vulnerability identification and
assessment

Data management and operations, e.g, provision of weather data, climate change
applications

Decision-support tools, e.g, early warning systems, software performing cost/benefit
analysis of adaptation solutions

Physical climate risk identification and impact assessment, e.g. spatial hazard/
vulnerability mapping analysis, disaster risk assessment tools, remote sensing

3) Type of climate hazard and risks

Key climate-related hazards Key risks on physical and biological systems LG ST EIELL
managed systems

Temperature-
related

Wind-related

EU-taxonomy classification of climate- related hazards

Solid-Mass

Related

34

* Systems-based solutions
focused on improving SSP
resilience beyond agriculture
(e.g, diversified income
sources)

* Climate change mitigation
efforts (e.g., carbon
capture; renewable energy
investments)

.

Heat stress

- * Heat wave
» Temperature variability
: . « Cold wave/front
* Changing temperature (air, !
. * Wildfires
freshwater, marine water)
* Frost
* Hail

Reduced agricultural

Changing wind patterns
Cyclone, hurricane, typhoon
Storm

Tornado

productivity and food
security

Damages to physical
infrastructure, property,

and critical services

Ocean acidification
Saline intrusion

* Changing precipitation patterns * Seal level rise
and types (rain, hail, snow/ice) * Water stress

* Precipitation variability * Drought

* Heavy precipitation * Flood

Glacial lake outburst
Sea surface temp. rise

Reduction in water
availability, quality, and
security

Business disruptions

Spread of pests, and
vector-borne and water-

Glacial retreat, changes in ice, snowcover,
Coastal erosion

Soil degradation and erosion

Solifluction

Ecosystem and biodiversity loss
Avalanche

Landslide

Forest degradation

Land degradation & GHG emissions

borne diseases

Impact to human health,
and loss of livelihoods
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Annex 6: Top 50 Countries Most Vulnerable to Climate Change®’

I) Somalia Low 0.678
2) Chad Low 0.652
3) Niger Low 0.632
4) Guinee-Bissau Low 0.626
5) Micronesia Low 0.616
6) Tonga Lower middle 0.605
7) Eritrea Low 0.605
8) Sudan Low 0.604
9) Liberia Low 0.601
10) Solomon Islands Low 0.599
['1) Mali Low 0.596
12) Afghanistan Low 0.590
13) Central African Republic Low 0.584
[4) Uganda Low 0.581
I5) Nauru Lower middle 0.581
| 6) Marshall Islands Lower middle 0.573
17) Dem. Rep. of the Congo Low 0.564
I8) Sierra Leone Low 0.561
19) Burundi Low 0.588
20) Mauritania Lower middle 0.557
21) Madagascar Low 0557
22) Vanuatu Low 0.556
23) Benin Low 0.552
24) Guinea Low 0.547
25) Ethiopia Low 0.547

3’ND-GAIN Country Index website (Link, Accessed January 19, 2024)
*The higher the score the more vulnerable the country to climate change. Somalia (0.678) is the most vulnerable country, while Switzerland (0.244) is the least vulnerable.
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https://gain.nd.edu/our-work/country-index/rankings/

26) Papua New Guinea Low 0.546
27) Yemen Low 0.544
28) Malawi Low 0.542
29) Burkina Faso Low 0.537
30) Bangladesh Lower middle 0.531
31) Maldives Lower middle 0.530
32) Rwanda Low 0.527
33) Gambia Low 0.526
34) Congo Low 0.525
35) Pakistan Lower middle 0.521
36) Comoros Low 0.521
37) Senegal Low 0.520
38) Bhutan Lower middle 0515
39) Sao Tome & Principe Low 0514
40) Haiti Low 0514
41) Kenya Low 0510
42) Angola Lower middle 0510
43) Samoa Lower middle 0.507
44) Zimbabwe Low 0.506
45) Tanzania Low 0.504
46) Myanmar Low 0.504
47) Timor-Leste Lower middle 0.501
48) India Lower middle 0498
49) Togo Low 0.496
50) Mozambique Low 0.493
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Annex 7: List of Donor Incentive Programs Benchmarked for this Guidance Document

Program Description Instrument | Criteria / thresholds Ticket size Degree of
name used (USD) subsidy
2X 2X Challenge is an initiative ~ Gender NA I. Entrepreneurship: a) ownership: percentage of the organization that is directly woman- NA NA
challenge® by the world's leading DFIs owned (# shares owned by women / total # of shares), b) founded: investee founded by a

to catalyze investment into woman or a group of women that retain(s) an active role in the organization.

gender lens investing by 2. Leadership: a) senior management: includes C-Suite or equivalent (e.g, Managing Directors,

establishing clear criteria Partners). b) boards: excludes female Board members who do not play an active role on the

for assessing gender lens Board. The share of women on the Board should also exceed the legal minimum.

investments. The initiative 3. Employment: a) workforce: includes direct, indirect, and/or supplier employees as makes

helps build capacity, sense in the investee context. b) quality indicator: a policy or program, beyond those required

advance standards, and for compliance, addressing barriers to women’s quality employment (e.g., wage inequity, lack of

directly engages with childcare, discrimination/harassment), with evidence of implementation or a commitment to

investors around the implement.

concept of gender lens 4. Consumption: a) are designed for women'’s unique needs, or b) address a problem that

investing. disproportionately impacts women, or c) have a majority of women customers (including

individual women borrowers for financial intermediaries), or d) have a majority of women
beneficiaries (e.g., a male household member may purchase the product, but the end users are
female household members).

5. Investments through Financial Intermediaries: a) on-lending facilities: percent of the
DFl loan proceeds supporting businesses that meet the direct criteria, or b) Funds: Percent of
portfolio companies that meet the direct criteria

Climate CGEF is a target USD 60 Gender Grants The CGEF assesses potential applicants in the following five categories: $100k - $300k  NA
Gender million program aimed Climate |. Clear and detailed climate focus/impact at both the fund manager/network level and the
Equity Fund at providing climate portfolio/entrepreneur level
(CGEF)* finance to gender- 2. Potential and level of climate innovation as it relates to adaptation or mitigation of the
responsive, women-led, applicant’s model
and women-benefiting 3. Catalytic nature of funding, particularly for mobilizing additional private capital for
organizations that address women-led climate solutions
climate change. The fund 4. Management and Key Personnel capacity to carry out proposed activities
is managed by the 2x 5. Past performance and successes (of the applicant organization or key persons in
Challenge and is part of previous roles)

USAID CDFA.

¥2X Challenge website (Link, Accessed January 21, 2024)
% Climate Links website (Link, Accessed January 21, 2024)
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https://www.climatelinks.org/climate-gender-equity-fund

Program Description Instrument Criteria / thresholds Ticket size Degree of

name used (UsSD) subsidy
Green The GCF is a multilateral Climate Grants, GCF assesses potential investments based on 10 criteria, one of which is focused on climate impact NA Depends on
Climate Fund  fund established within concessional which includes climate resilience. the project.
(GCF)" the framework of the debt, equity, Could be up

UNFCCC to provide guarantees Resilience is assessed through sub-criteria 2/3 |: contribution to increased climate-resilient sustainable to 100%

funding to developing development for most vulnerable people and communities, which is assessed via three questions

countries to achieve which are scored from 0-No to 3-High.

their climate targets as I. Does the proposed project or program set out its climate-change vulnerability context (i.e., the

outlined in the 2015 specific risks and vulnerabilities under current and future conditions of climate change that the

Paris Agreement. The project or program aims to address)?

second replenishment as 2. Does the proposed project or program articulate a clear causal link between specific activities

of December 2023 has and its objective of reducing vulnerability to climate change?

reached $12.8 billion from 3. Does the FP include a monitoring plan to measure and demonstrate the achieved adaptation

31 countries. targets ex-post?
CLIC CLICs AlC is an Climate Technical In addition to selecting profitable and scalable businesses, the program requires SMEs to fit the Track |: $50k NA
Agrifood investment facilitation Assistance following climate-related criteria: -$IM
Investment program designed to (TA) |. Climate/nature offering: agri-business adopting/planning an ambitious set of climate and Track 2: $ 1M+
Connector*? support agri-food SMEs nature-smart practices across its own operations to reduce their risks or enhance its climate

focused on low-carbon, and nature contribution in the agriculture and food systems sector OR business offering

climate-resilient, and climate and nature intelligence, products and services to identify and assess and/or address

nature-positive solutions physical climate and nature risks of others in the agriculture and food systems sector

by providing TA and 2. Sector focus: agriculture and food system enterprises with the potential to deliver low

connecting them with like- carbon, climate-resilient, and nature-positive impact via their own operations or their products

minded investors. and services, and benefiting smallholder farmers

*'GCF, Integrated Results Management Framework, 202 |
4 CLIC website (Link, Accessed January 21, 2024)

38 CLIMATE ADAPTATION FINANCE FOR AGRICULTURE: DONOR AND INVESTOR GUIDANCE DOCUMENT



https://climateshotinvestor.org/

Program

name

Ireme
Invest*®

Africa Rural
Climate
Adaptation
Finance
Mechanism

(ARCAFIM)*

Description

Ireme Invest is a financing
facility, supported by the
Rwanda Green Fund

and the Development
Bank of Rwanda, which
provides support and
credit to private sector-
led sustainable and
climate-resilient projects
throughout Rwanda. The
program is composed of
two separate facilities: i)
The Project Preparation
Facility, geared towards
supporting projects from
ideation to bankability,
and ii) The Credit Facility
aimed at providing funding
to SMEs.

ARCAFIM is a financing
mechanism from [FAD
that provides Equity Bank
with around USD 90M

in concessional capital to
advance loans to SHFs and
MSMEs to improve climate
adaptation across Kenya,
Tanzania, Rwanda, and
Uganda.

“lreme Invest, Eligibility Requirements, 2023

*ISF Analysis based on interviews with the fund manager
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Climate
mitigation
and
adaptation

Climate
adaptation

Instrument
used

Project
preparation
facility:
grants, equity,
TA

Credit
facility:
Loans,
guarantees

Debt
TA

Criteria / thresholds

List of interventions/technologies: To be eligible for funding, Ireme has a list of acceptable
technologies that they consider relevant for climate mitigation and adaptation. For adaptation, this
list includes a host of technologies around: i) water & water systems, ii) agriculture, and iii) resilient
infrastructure.

Context justification: The link between the climate vulnerability context and the specific project
activities has to be direct and clear. In Rwanda, this means that the projects need to take stock of
the specific vulnerabilities that can be attributed to the adverse effects of climate change, such as
chronic droughts, soil erosion, more frequent heat waves, and flood risk, and seek to address those
vulnerabilities.

In general, ARCAFIM selects eligible businesses based on a predetermined list of potential solutions
for smallholder farmers, small-scale livestock, and aquaculture producers, and MSMS agri-businesses.
These solutions are categorized by climate risk hazard, including i) water deficit & temperature stress,
ii) water excess, floods, iii) heavy wind, iv) soil depletion, and v) crosscutting interventions.

Ticket size
(USD)

Degree of
subsidy

Grants $20k NA
-$100k USD
Recoverable
grants: up to

$300k

Equity: up to

$IM

Credit line:

$100k - 10M

usb

Guarantee:

50% up to

$1.5M

$90M + $20M  50% of

in TA funding -
they fund
90M out of
the 180M
total
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Program Description Instrument Criteria / thresholds

Ticket size

(USD)

Degree of
subsidy

name used
Blended The Blended Finance for Energy Grants BFET assesses potential applicants across nine different areas:
Finance for the Energy Transition . Geographic Scope - Capital mobilized with the majority of investment (51% or more) into
the Energy (BFET) program is a one or more priority countries, with other emerging countries accounting for the rest.
Transition catalytic program funded 2. Sector Scope - Does the proposed concept clearly define the scope of the capital mobilized
(BFET)* by the USAID through with a majority of investment (51% or more) focused on supply-side solutions?

CFDA, which aims to 3. Private capital mobilization - Does the proposed concept demonstrate the ability to

provide catalytic capital
to funds to accelerate

emerging markets’ energy 4.
transition efforts and limit 5.

global average temperature

maximize private sector capital mobilized per dollar of catalytic capital, to meet or exceed a 10
to | mobilization target?

Target fund size - 500M - |B with a 250M minimum

Development stage of target investments - Does the proposed concept focus on
financing companies or projects spanning from the early or development stage through

rise to 1.5°C refinancing?
6. Innovation -Does the proposed concept present an innovative approach for achieving US
government objectives?
7. Need for concessional finance - Does the proposed concept demonstrate a clear need
for catalytic concessional funding?
8.  Climate, energy, and social benefits - Does the proposed concept demonstrate clear
and significant climate-related, energy, and social benefits and impacts?
9. Personnel Capacity - Does the applicant have a highly qualified professional investment
team in place to implement the strategy immediately upon proposal selection?
Convergence The CCFF is a catalytic Climate Grants GCF evaluates potential applicants on five different criteria:
Catalytic facility developed as a mitigation TA |. Additionality: addresses climate finance barriers or a market failure in a new or more
Climate partnership between and efficient way than existing solutions. Shows a higher degree of additionality through the impact
Finance Convergence and CP|, adaptation delivered.
Facility which provides design 2. Catalytic potential: demonstrates the ability to achieve socioeconomic and environmental
(CCFF)* grants to funds and impacts, prioritizing enhancement of local capacity through knowledge and technology transfer.
enterprises of up to $500k Shows scalability and replicability potential and a nuanced understanding of the local context(s).
to develop blended finance 3. Financial sustainability: demonstrates the likelihood of achieving financial close, including
structures and vehicles that the team’s ability to implement the solution and having a strategic plan for market viability.
target climate adaptation 4. Gender equality: show responsiveness to relevant gender risks and opportunities.
and/or mitigation efforts in Intentionally integrates gender considerations across operations and anticipates positive
emerging markets. outcomes for gender equality.
5. Mobilization: shows the potential to mobilize private capital and to attract participation from

* Climate Links website (Link, Accessed January 21, 2024)
* Convergence website (Link, Accessed January 21, 2024) and interviews with Convergence staff
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new segments of investors. Shows that the vehicle is bankable/investable.

10% of the
total fund
size (e,
target $50M
—$100M,
with a $25M
minimum)

Up to $500k

Leverage of
10:1 -ie.,
aims for 10%

100%
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https://www.convergence.finance/ccfacility

Program

name

Aceli Africa?’

Dutch
Fund for
Climate and

Development
(DFCD)*

Description

Aceli Africa is a market
incentive facility that
provides first-loss grants
and origination incentives
to financial institutions

to lend to traditionally
underfinanced agri-SMEs
across Africa.

DFCDisa ~$174M fund
managed by FMO that
aims to invest in climate
adaptation and mitigation
projects in emerging
markets. The fund has
three facilities, the Land
Use and Water facility,
and an origination facility
which acts as pipeline
development for the fund's
two main facilities.

Agriculture

Climate
mitigation,
resilience,
and
adaptation

Instrument
used

First-loss
grants
Origination
incentives

Grants
Equity
Debt
TA

* Aceli Africa, Environmental, Social & Governance (ESG) and Impact Policy, 2023
“DFCD website (Link, Accessed January 21, 2024)
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Criteria / thresholds Ticket size Degree of

(UsDb) subsidy
While Aceli Africa does not explicitly target climate adaptation, there is significant overlap between Loans 25k 2-8%
adaptation and the “climate & environment” criteria Aceli uses to determine if lenders qualify for -1.5M

impact incentives. Aceli breaks down “climate & environment” into three subcategories:

. Regenerative practices - Farm-level activities should implement regenerative practices,
including soil health improvement, enhanced ecosystem functions, and integrated pest
management, and implement activities that increase biodiversity, agroforestry, and reforestation.

2. Circular agri-based systems — Farm-level activities that design out waste and pollution,
apply bio-economy solutions, and re-use by-products.

3. Certification — As a proxy for adaptation, Aceli uses industry-leading certifications such
as Rainforest Alliance and the Forest Stewardship Council. However, it is important to note
that these certifications are not exclusively focused on climate adaptation and include other
environmental and social considerations which may include climate mitigation.

. Be from an eligible country - At present, the DC can invest in the full OECD DAC list $5M+ forthe  Partial - The
of eligible ODA countries. It invests at least 25% of the funding in least developed countries Land Use and initiative
(LCDs), and at least 25% in development cooperation focus countries and combination Water facilities  should be
countries on the list of the Netherlands Ministry of Foreign Affairs. able to

2. Have potential commercial viability - The projects must be potentially commercially co-invest,
viable and financially sustainable. cash/in-kind

3. Focus on climate adaptation and mitigation - The principal objective of the project via own or
is to improve climate adaptation or mitigation, according to the OECD Rio Marker 2 external
methodology, which assesses adaptation based on three steps. resources.

4. Setting out the context of risks, vulnerabilities, and impacts related to climate
variability and climate change: for a project to be considered as one that contributes
to adaptation to climate change, the context of climate vulnerability should be set out using
a robust evidence base. This could take a variety of forms, including the use of material from
existing analyses and reports, or original, bespoke climate vulnerability assessment analysis
conducted as part of the preparation of a project. a) stating the intent to address
the identified risks, vulnerabilities, and impacts in project documentation:
the project should set out how it intends to address the context- and location-specific
climate change vulnerabilities, as set out in existing analyses, reports, or the project’s climate
vulnerability assessment. b) demonstrating a clear and direct link between the
identified risks, vulnerabilities, and impacts and the specific project activities:
the project should explicitly address risks and vulnerabilities under current and future climate
change as identified in the project documentation.

5. Support vulnerable groups - The initiative includes objectives or activities including the
wellbeing of vulnerable groups: the youth, and women are some examples in some areas.
Going forward, GEIS (Gender, Equality, and Social Inclusion) impact is also evaluated.

6.  Align with national development goals -The initiative’s priorities are aligned with
national development plans and priorities of the host country.
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