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Holding slide as attendees walk into room and enter Adobe Connect.


Pablo Torres

CEADIR Chief of Party, Crown Agents
USA

Over |5 years of international
development experience

Analyst for the Climate Investment
Funds in 2013-2014

Master of Environmental Management
from Yale School of the Environment
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Presentation Notes
About CEADIR, https://www.climatelinks.org/projects/ceadir
- Helps governments, the private sector, and civil society make the business and economic case for climate change mitigation and adaptation action
- Mobilizes access to public and private finance in adaptation, clean energy, and sustainable landscapes to scale up low-carbon, climate resilient development
Have conducted a couple dozen activities in over 30 countries since 2014.




AGENDA

Welcome to the CEADIR Series and Introduction
Pablo Torres, CEADIR Chief of Party, Crown Agents USA

Climate Finance Assessment: Clean Energy
Dr. Eric Hyman, Economist, USAID Economics and Market Development Center

Climate Finance Assessment: Sustainable Landscapes

Dr. Glen Anderson, Senior Development Economist, Winrock International (formerly, CEADIR)
and Eric Hyman

Climate Finance Assessment: Climate Adaptation
Charlotte Mack, Director of Natural Capital, Resonance (formerly, CEADIR)

Open Forum



CEADIR CLIMATE FINANCE ASSESSMENT

Emphasizes private sector investments

S)YSAID

Also addresses international and domestic public investments
CLIMATE
Challenges in scaling up investments FINANCE
ASSESSMENT:

Descriptions and examples of financial instruments and
nonfinancial support

Opportunities

for Scaling Up
Financing for Clean
Energy, Sustainable
Landscapes, and
Adaptation

Criteria for selection of opportunities

* Replicability and scalability

December 2019
Moo AID-0AK-1-13-C0038

* High-impact

* Value for money
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Presentation Notes
Through this webinar of CEADIR’s climate finance assessment, we are going to present a diverse set of opportunities and models to scale up financing for CE, SL, and AD, structured around three building blocks of climate-related investment:
1) Establishing an enabling environment to boost incentives for public and private sector investment; �2) Strengthening capacity of governments, public and private sector implementers, and investors to participate in the planning and design, implementation, and financing of climate investments; and �3) Creating and strengthening financing mechanisms required for project preparation, financing and co-financing, and risk mitigation. 

Many of these opportunities and models have been successfully used for investments in climate change mitigation or adaptation or other development sectors at various scales, levels of resources, and timeframes. The criteria for including opportunities in CEADIR’s CFA included the national, subnational, and local context, costs, timeframe, replicability, scalability, impact potential, and value for money.  Each of the chapters in the CFA also describes experiences, case studies, tools, platforms and networks, and financial instruments.

I want to provide some figures from the Climate Policy Initiative’s Global Landscape of Climate Finance 2019 to further set the stage for our webinar. Mitigation finance accounted for 93% of tracked climate finance flows in the two year period with the latest available data, 2017/2018.  Adaptation finance was 5%, same as in the previous year. Finance with both mitigation and adaptation benefits added another 2%.  The four largest uses of mitigation financing were low-carbon transport (18%), renewable energy (11%), energy efficiency (6%), and agriculture/forestry/land use/natural resource management (2%).  In most developing countries, private and public investments in CE were still less than investments in nonrenewable energy development and fossil fuel subsidies.    

The private sector provided 56% of the total climate finance. The largest sources were corporations (32%), government development finance institutions (23%), commercial financial institutions (13%), multilateral financial institutions (10%), and households (10%).

These are also very exciting times for scaling up innovative financial instruments. One example is the broad and growing universe of sustainable debt, including green bonds, but also green loans, social bonds, and sustainability bonds and loans. According to BloombergNEF, “a new record was set in 2019 for the volume of sustainable debt issued globally in any one year, with the total hitting $465 billion globally, up a remarkable 78% from 2018. Last year also saw an all-time, cumulative issuance of sustainable debt smash through the $1 trillion barrier”. Green bonds constituted more than half of the sustainable debt market in 2019, or $271 billion. See https://about.bnef.com/blog/sustainable-debt-sees-record-issuance-at-465bn-in-2019-up-78-from-2018/


* Economist, USAID Economics and Market
Development Center

* Formerly with the U.S. African Development
Foundation and Appropriate Technology
International/EnterpriseVWorks Worldwide

* 40 years of experience in environment and
natural resource economics and planning,
project design, finance, and monitoring and

Eric Hyman, Ph.D evaluation for agriculture, energy, forestry, and
small enterprise development
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CLEAN ENERGY

* Renewable energy is now more economically and financially viable

than nonrenewable sources in many cases

e Barriers remain for example with

Incentives and disincentives for suppliers and consumers
Awareness of the benefits and costs

Bank willingness to provide appropriate loan products
Capacity and interests of government agencies and utilities

Use of public-private partnerships (PPPs) and innovative
procurement approaches to increase competition

Photos: https://www.cnbc.com/2015/07/19/will-asia-disrupt-
renewable-energy-financing.html; Chris Lim, Wikipedia Commons



OPTIONS FOR CLEAN ENERGY FINANCING

INFORMATION AND CAPACITY FINANCIAL INSTRUMENTS AND
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Create incentives for
competitive markets
Promote favorable fiscal,
investment, and
regulatory policies
Develop standardized
contracts

Foster public-private
partnerships

Align investments with
development strategies
and plans

Support PPPs

Assess and develop
individual and
institutional capacity
Improve quality, access,
and use of energy
resource information
Increase bank willingness
and capacity to lend
Support financing
networks and platforms
Support CE innovation
labs and business
incubators

Assess and mitigate financing
risks

Support specialized lending
facilities or funds

Support green credit lines in
commercial or development
banks

Support development of
green bonds

Support innovative payment
systems for off-grid energy
users



PROMOTE RENEWABLE ENERGY PROCUREMENT
THROUGH REVERSE AUCTIONS

* Competition for efficient price discovery to reduce costs

* Long-term Power Purchase Agreements (PPAs), preferably with
inflation-indexed U.S. dollar pricing

* Enabled access to private sector financing

* Global energy companies used corporate equity and on-
balance sheet debt

* Independent power producers and domestic developers
used project finance from commercial or development
banks

* Some financing from investment funds or institutional
investors

* Important to ensure grid access and avoid excess capacity
(Molina, Scharen-Guivel, and Hyman 2018)
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Presentation Notes
(Molina, Scharen-Guivel,  and Hyman 2018)

CEADIR analyzed recent experiences with renewable energy (RE) reverse auctions in El Salvador, Mexico, and Peru. This report focuses on the policy and regulatory environment, characteristics and results of the auctions, and financing of winning bids. USAID also requested shorter summaries of experiences in Brazil, India, and South Africa. This analysis is based on interviews with investors and representatives of financial institutions and governmental entities in El Salvador, Mexico, and Peru and secondary information sources. 




DEVELOP CAPACITY OF BANKS TO INCREASE CLEAN

ENERGY LENDING

* Provide toolkits and TA to help banks assess market
and profitability of CE lending

* Clean Energy Lending Toolkit

* AILEG developed and piloted
(https://pdf.usaid.gov/pdf docs/PAOOQJS5M.pdf)

 CEADIR translated into French
(https://pdf.usaid.gov/pdf docs/PAOOMMKS.pdf)
and Spanish

(https://pdf.usaid.gov/pdf docs/PBAAF209.pdf)

* CEADIR used to train banks in 4 Central
American and 8 West African countries

=" USAID
2 — 5
WIS s arancio e

CLEAN ENERGY LENDING

TOOLKIT
THE AILEG PROJECT
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Main modules:
Module 2: Market Assessment
Module 3: Institutional Readiness to respond to market opportunities
Module 4: Development of CE lending products and processess


https://pdf.usaid.gov/pdf_docs/PA00JS5M.pdf
https://pdf.usaid.gov/pdf_docs/PA00MMK8.pdf
https://pdf.usaid.gov/pdf_docs/PBAAF209.pdf

SUPPORT CLEAN ENERGY INNOVATION LABS AND
BUSINESS INCUBATORS

Business incubators: Space, training, consulting, and/or financing for early-stage companies
* Innovation labs design and test new solutions and facilitate collaborations
e USAID Development Innovation Ventures Program (DIV)

Tests and scales up creative solutions to development challenges with high-impact potential in
any sector and country where USAID operates

Open to not-for-profit and for-profit organizations in any country (government agencies only
through subaward agreements)

* Rolling application review process for tiered grants based on an Annual Program Statement
- Stage |: Proof of Concept (Up to $200,000)
- Stage 2: Testing and Positioning for Scale (Up to $1,500,000)
- Stage 3: Scaling (Up to $5,000,000)
- Evidence Grants (Up to $1,500,000)

India Innovation Lab for Green Finance: Investment trusts for rooftop solar developers and green
bonds for impact investors
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An innovation lab is an organization or unit that engages diverse participants over the long term in open collaboration to create, elaborate, and prototype new solutions to identified problems (Gryszkiewicz, Lykourentzou, and Toivonen 2016).  A lab can receive financial support from donors, governments, foundations, not-for-profit organizations, impact investors, and even commercial lenders willing to take on the higher risks of pilot activities.  Innovation labs spur entrepreneurial thinking, creative problem solving, and collaborative action.  They can be used effectively to develop, test, and demonstrate impact and take ideas to scale in various contexts.  A common feature of these labs is the use of a relatively open-ended solicitation process where administrative costs are modest relative to long-term potential financial leverage.  In 2014, India launched an India Innovation Lab for Green Finance that targets the development of specific RE/EE financial mechanisms and instruments (Climate Finance Lab 2018). The India Innovation Lab for Green Finance was formed to accelerate the use of green finance instruments to meet India’s green infrastructure goals.  The Lab helps pioneer and field test innovative CE investments, in collaboration with local and international partners from the government, civil society, and private investment communities. It has helped develop and launch 25 innovative, sustainable investment instruments globally that have mobilized $977 million to date. 

Donor support could focus on:
Accelerating CE technology development and deployment and encouraging information-sharing through incubators and innovation labs that offer seed funding, TA, and collaborative partnerships to kick start investments or generate ideas and turn them into actions;  
Participating in or supporting existing or new incubators or innovation labs at the international, regional, national, or subnational levels; and 
Assisting innovation labs to develop and promote new climate finance instruments that are innovative or have not yet been demonstrated in particular geographic areas.

(https://www.climatefinancelab.org/the-labs/india/)
https://www.usaid.gov/sites/default/files/documents/15396/Frequently_Asked_Questions_FAQs_-_Development_Innovation_Ventures_September_2018.pdf; https://divportfolio.org/
�


SUPPORT FINANCING NETWORKS AND PLATFORMS
Private Financing Advisory Network (PFAN): Renewable Energy and

Energy Efficiency Partnership and UNIDO

Coaching &

Mentoring Seeking Financing

Clean Energy
“PUSH” ‘ Businesses &
1\ Projects

|

i Government
— gl 1] (Policies)
E ————

Policy Dialogue

(Barriers and
Solutions)

- Governme
-

Seeking
Projects/Businesses

Training
Financial
Institutions

Source: https://www.unido.org/our-focus-safeguarding-environment-clean-energy-access-productive-use-climate-policies-and-networks/private-financing-advisory-network-pfan
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Approach.  PFAN identifies promising CE projects at an early stage and mentors project developers to create business plans, investment pitches, and growth strategies.  It also links them to investors, as shown in the diagram.  PFAN selects the business plans that are most economically viable and environmentally beneficial and provides extensive coaching before they are presented to investors at CE financing fora.  There are no upfront costs to entrepreneurs and developers for the services, as the costs are initially absorbed by funding partners such as USAID and other donors.  A success fee is subsequently negotiated for investments facilitated by PFAN.  The investor and advisor members of the country, regional, and global networks have access to the deal-flow pipeline.  PFAN membership is free and voluntary.  Members can provide investment advisory services and obtain the “right of first offer” to provide financing advice and other services to client businesses. 

https://www.reeep.org/private-financing-advisory-network



https://www.unido.org/our-focus-safeguarding-environment-clean-energy-access-productive-use-climate-policies-and-networks/private-financing-advisory-network-pfan
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ASSESS AND MITIGATE INVESTMENT OR FINANCING RISKS
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Refinancing

Political risk insurance o °
Energy savings insurance o °
Partial risk/credit guarantee o J o J o

Export credit guarantee o o o o o

Currency hedging instrument o

Commodity swaps o o
Liquidity guarantee o

Resource insurance °

Loan guarantee ) o o o o o

Source: Adapted from IRENA 2016 10
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Clean energy risk mitigants—such as loan guarantees, insurance, and TA to reduce project performance risks—are vital ways for USAID, MDBs, and development finance institutions to help financial institutions attract and develop CE projects.  These mitigants reduce FIs’ losses from loan defaults; decrease risks to equity investors, developers, and operators; and attract private sector loan or equity capital. USAID could consider supporting the offering, deployment, and expansion of some of the risk mitigants. 

Donors could consider supporting the offering, deployment, and expansion of some of the risk mitigants described in more detail below:
Renewable energy resource or weather-indexed insurance.  These financial products pool risks to protect against major revenue losses from large reductions in RE resource availability.  General or customized insurance products can be offered at a market rate or subsidized cost.  Transaction costs and moral hazard from these products can be reduced if the insurance payouts are indexed to weather records from an external source.  This type of insurance is most applicable for large wind electric, PV, or hydropower facilities. 
Energy savings insurance.  Energy savings insurance is a financial product that pools risks to ensure a stated amount of energy will actually be saved in an EE transaction (see Figure 2.4).  An energy service company (ESCO) or other supplier of energy-saving technology purchases this insurance to back up contractual performance guarantees to their customers.  In one example, the Global Innovation Lab for Climate Finance is pilot-testing an energy savings insurance scheme in Mexico.  Providers of EE technologies and services purchase insurance through this pilot to guarantee that their clients (agroindustrial SMEs) will obtain the projected energy savings specified in their purchase contracts.  The pilot uses standardized contracts and third-party verification of energy savings, credit lines, and grants.  The Lab estimated that scaling up energy savings insurance products in developing countries could stimulate $10 to $100 billion in EE investments, reducing annual GHG emissions by 27 to 234 metric tons (mt) of carbon dioxide equivalent (CO2e) in 2030 (Global Innovation Lab for Climate Finance n.d.).
Currency risks: hedging instruments and risk guarantee funds.  Currency risks caused by fluctuating values for capital needed in local currencies may be addressed by the use of hedging instruments and currency risk guarantee funds.  In some countries, such risks may be partially offset by TA from USAID through DCAs and TA from other U.S. agencies.
Commodity forward market transactions or calls.  These financial contracts offer a hedge against price increases.  Calls provide an option to purchase an agreed-upon amount of a commodity at a fixed price for a specified period of time, regardless of changes in the spot market value of the commodity. 
Liquidity facilities.  These short-term letters of credit or credit lines allow companies to access cash as needed on specified terms.  Independent electric power producers may find them useful in maintaining their cash flows if the actual volume or price of their power is lower than the off-take projections. 
Put options.  These financial contracts allow a client to hedge against price declines.  Puts provide an option to sell an agreed-upon amount of a commodity at a fixed price for a specified period of time, regardless of changes in the spot market value of the commodity.  




HELP ENERGY SUPPLIERS DEVELOP BANKABLE LOAN
APPLICATIONS

* Some banks interested in renewable energy lending report an insufficient pipeline of
good loan applications

* Ecobank/Ghana had an untapped USAID Development Credit Authority (DCA)
guarantee for beyond-the-grid renewable energy loans

» CEADIR contracted with business advisory service (BAS) providers in Ghana and
Rwanda to help developers prepare loan applications

* BAS providers compensated on a payment-for-results basis
* Limited milestone payments based on progress in loan approval process
* Bulk of payment tied to loan approval and based on transaction value

* Led to $6.6 million of renewable energy loans from Ecobank in Ghana
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Presentation Notes
Payment milestones:
1) Client work plan approved by CEADIR
2) Loan or equity application submitted to Financial Institution
3) Proof of credit approval
4) Proof of disbursement of credit or investment capital




SUPPORT CLEAN ENERGY LENDING FACILITIES OR FUNDS:

* Reduce barriers to pre-
investment and early-stage
investment

* Small-Scale
Renewables Financing
Facility (Global
Innovation Lab for
Climate Finance)

* Sustainable Energy
Fund for Africa (African
Development Bank)

* Power Africa Grid and
Beyond-the-Grid
Programs (USG)

THE DISCOUNTING FACILITY

Blended finance facility with a donor

funded first loss tranche & senior funding g=————— Y L
from DFls and commercial investors. LA bplasenions S W
LOCAL BANK PPA OFFTAKER
Acts as loan agent :
and has small risk cogﬁg;;)awgym\znh
participation. long term power
purchase agreement.

i
Operational Small RE

Project is refinanced
with better terms
OPERATIONAL REFINANCED ?
Small RE Project ”’ Small RE Project efinancing frees

EQUITY l
i NEW
?00% of proefzc(; s 100%  Excess Small RE
inancing needs Equity Proi
roject

Small RE Projects are normally
financed with corporate loans.
Equity requirements are high and
rates and terms inadequate

The Discounting Facility allows

operational SREPs to refinance,

leveraging new debt secured by
the project’s cashflows

Source: http://climatefinancelab.org/wp-

content/uploads/2016/01/SSRF.pn
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Many project developers do not have the capital to fund critical components of project development in the pre-investment stage or project design stage and cannot secure finance on their own without dealing with burdensome restrictions and excessive requirements. Support for CE lending facilities could include: (1) Providing grants or cooperative agreements to public or private sector entities to overcome burdensome CE cost barriers (particularly for the high costs associated with large-scale solar, wind, and geothermal) and support activities such as feasibility studies, market studies, concept designs, and payment of legal fees or permitting costs;  (2) Delivering TA to accompany grants or cooperative agreements in areas with significant CE potential, to ensure that technical specifications are accurate; (3) Providing pre-investment grants under new or existing activities carried out by implementing partners (e.g., establishing a pre-investment stage grant facility to pair grants with complementary activities such as TA to navigate the pre-investment stage process, complete required assessments, and develop an appropriate financing strategy); and (4) Connecting developers with other capital providers, such as commercial banks or development banks, to provide grants, convertible grants, or loans. agers in better understanding, identifying, and developing CE projects. 

Selected Model examples, include:

Small-Scale Renewables Financing Facility.  The Global Innovation Lab for Climate Finance established the Small-Scale Renewables Financing Facility with support from the USG and other donors (Climate Finance Lab n.d.). The goal of the Facility is to increase investment in small (1 to 20 MW) systems for electric power generation from renewables.  These small systems often have difficulty accessing project finance.  As a result, they often have to take out loans with high collateral requirements. 
The Sustainable Energy Fund for Africa is a multi-donor trust fund administered by African Development Bank focused on small and medium scale renewable energy and energy efficiency projects in Africa. It operates under three financing windows: project preparation, equity investments, and enabling environment support. 
Beyond the Grid Fund for Zambia.  Through household and mini-grid connections, BTG is helping off-grid consumers gain access to CE sources, including through financing early-stage catalytic grants and using the Beyond the Grid Fund. The fund, initiated by Sweden and Power Africa, will enable Zambia to utilize up to €20 million to expand energy access by supporting rural energy providers with market-based approaches. This fund expects to provide energy access to 1 million people. 



http://climatefinancelab.org/wp-content/uploads/2016/01/SSRF.png

U.S. DEVELOPMENT FINANCE CORPORATION

* Established in 2019 to consolidate capabilities of the Overseas Private Investment
Corporation (OPIC) and USAID Development Credit Authority

* Expanded investment cap to $60 billion and increased focus on development impact
* Equity Financing: New authority for direct equity and support for investment funds

e Debt Financing: Direct loans and loan guarantees of up to $1 billion for up to 25 years, with
specific programs targeting small and medium U.S. businesses

* Political Risk Insurance: Coverage for up to $1 billion for losses from currency
inconvertibility, government interference, political violence, and terrorism.

* Reinsurance to increase underwriting capacity

* Technical Development: Feasibility studies and technical assistance for project identification
and preparation DFC U.S. International
Development
m——— Finance Corporation
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FINANCE PAYGO SYSTEMS FOR RENEWABLE ENERGY USERS
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Source: https://solarmagazine.com/mobile-apps-cloud-services-key-to-tackling-global-sustainable-energy-challenge/


https://solarmagazine.com/mobile-apps-cloud-services-key-to-tackling-global-sustainable-energy-challenge/

SUPPORT GREEN BOND ISSUANCE

Tradable debt securities for investments with environmental
benefits

Example: Inter-American Development Bank support for green

Meets Green Bond Principles of the International Capital
Market Association

Issued by governments, multilateral or national
development banks, or corporations

Minimum size $80-100 million to attract investors and
reduce transaction costs

May require aggregation and warehousing of loans from
multiple sources

Lower interest rates not available yet in nascent market

May be easier to sell to impact investors and financial
institutions

bonds for minigrids in Colombia

@ coenioe i roma

Green Bond Principles
\oluntary Process Guidalinas for lssuing Grean Bonds
June 2018
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Sources:  https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/; 
https://www.climatebonds.net

https://www.globalgreenbondpartnership.org/green-bond-roadmap  
This roadmap is a resource for corporate and government representatives and others interested in better understanding green bonds. It provides users with a basic outline of green bonds and their role in mobilizing capital for climate change action. It is intended to help corporate representatives and government officials quickly get oriented to the world of green bonds and provides curated tools and information from organizations around the world that play an active role in the green bonds market.   




GREEN BONDS TAXONOMY

LAND USE &
ENERGY TRANSPORT BUILDINGS MARINE
RESOURCES

INDUSTRY




SUPPORT GREEN BOND ISSUANCE (CONT’D)

European issuance remains strong but Asian volumes are rising

Asia-Pacific issuance grew European issuance is strong and
35% in 2018 Asian volumes are rising
180 —
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SUPPORT GREEN BOND ISSUANCE (CONT’D)

Corporate sector and sovereigns becoming increasingly active

Key players: Issuance by issuer type - Evolution

* Development banks

100%
— Initiated green bond market. Still quite ® Loan
active in Emerging Markets 90%
— EIB is largest issuer 80% ™ Sovereign
— IFC now mainly emerging markets GB 20% = Government-
investor backed entity
. Corporate sector 60% m Local government
— Financial corporates now engaging as 50% bevel ok
. . t
issuers & underwriter roles 0% evelopment ban
* SSA sector B Non-financial
— Government backed entities particularly 30% corporate
important issuers — ABS issuance 20% M Financial corporate
enhanced by Fannie Mae Green MBS
. - . 10% ABS
— Sovereigns raising their game: 2018 debut
deals from Indonesia, Belgium, Lithuania + 0%
repeats from P0|and’ France 2013 2014 2015 2016 2017 2018



BLENDED PUBLIC/PRIVATE FINANCE: REDUCE
INFORMATION BARRIERS AND TRANSACTION COSTS

* Examples of USAID Invest Assistance

Grand Challenge on Water and Energy for Food

Develop pipeline for Prosper Africa Initiative on trade

Private sector engagement with gender and/or COVID-19 recovery focus in Moldova,
Ukraine, and other countries

Caribbean Resilience Fund

Transaction support for four off-grid RE companies in Kenya mobilized $105 million
Technical assistance to Government of Haiti on long-term concessions for electricity
generation and distribution

* Scope and results

255 partners in 12 sectors in 57 countries
$160 million in private capital directly mobilized



BLENDED PUBLIC/PRIVATE FINANCE: REDUCE
INFORMATION BARRIERS AND TRANSACTION COSTS

USAID INVEST

MOBILIZING INVESTMENT FOR DEVELOPMENT

@  E
J —— y ( BETTER
| — DEVELOPMENT
OUTCOMES
Market Structuring Funds Transaction
Assessments and Financial Advisory Services
Instruments

INTEGRATED LEARNING AND RESEARCH
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https://www.usaid.gov/sites/default/files/documents/1865/INVEST_Quarterly_Report_FY3Q2_External.pdf

INVEST works with the private sector to mobilize capital for better development results through 3 main areas:
1) INVESTMENT OPPORTUNITY ASSESSMENTS
• Assessing innovations that impact the nexus of food, water and energy to develop a rich investment pipeline of enterprises for the Water and Energy for Food Grand Challenge
• Identifying the next generation of corporate investment models and USAID partnerships
• Building a continent-wide investment pipeline for the USG Prosper Africa Initiative 
• Scoping PSE opportunities with USAID/Ukraine, utilizing a gender and COVID-19 lens
2) STRUCTURING FUNDS AND FINANCIAL INSTRUMENTS
• Creating the Caribbean Resilience Fund to channel diaspora capital to enterprises in Haiti, the Caribbean Basin, and Central America
• Providing catalytic capital and technical assistance to support six gender lens investment funds
• Structuring a COVID-19 responsive investment platform with USAID/Moldova
3) TRANSACTION ADVISORY SERVICES
• Facilitating transactions to increase trade and investment between the U.S. and Africa
• Providing transaction support to four off-grid energy companies in Kenya, mobilizing over $105M 
• Providing legal, technical, and financial expertise to the Government of Haiti on three long-term energy concessions to expand power generation capacity and electricity delivery in Haiti


* Senior Development Economist,
Winrock International

* Formerly, CEADIR Adaptation Lead, Abt
Associates

* 29 years of international experience in
climate adaptation and finance, water,
agriculture, and economic development
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SUSTAINABLE LANDSCAPES

Many investments in forestry, agriculture, and other
land uses can increase productivity and profitability
while reducing GHG emissions

However, it can take many years to recoup the capital
costs of planting and maintaining trees

Many developing countries lack the resources and
capacity to reduce deforestation and forest resource
degradation

Investment in sustainable landscapes is often hindered
by lack of clear land tenure or resource use rights

Environmental benefits of sustainable landscapes are
often unquantified or not valued in monetary terms

Photo: Eric Hyman
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OPTIONS TO INCREASE SUSTAINABLE LANDSCAPES
FINANCING

VAT LT ST e |NF0RM§E\|,<;[IOA::1|Z§¢PAC|TY FINAN:&%LAI:;‘:‘(I;ﬁgIENTS
P ° Support certifications e  Support innovation through e Assess and mitigate

o and sustainability labs and technology risks

5 standards e Develop capacity in financing, e Support investment

2 K Improve policies and implementation, and reporting funds and credit lines

Z incentives e Improve information e Support development of
5 e Foster public-private collection, analysis, and green bonds

u partnerships dissemination on investments e  Support payments for
g e Develop investment e Support climate finance environmental services
Z strategies and readiness e Promote reducing

E financing plans e Improve qua!ity, accj_essibilit)f, emissions from

a and use of climate information deforestation and forest

degradation (REDD+)
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PROMOTE CORPORATE FINANCING OF SUSTAINABLE
SUPPLY CHAINS

* Transnational corporations (TNCs) can require input suppliers to meet certification or
sustainability standards

* Meet pledges for no deforestation, peatland conversion, or exploitation of labor (NDPE)
* Obtain higher environmental, social, and governance (ESG) ratings
* Possibly improving ability to market products or obtain higher prices
* Suppliers meeting certification or sustainability standards may have better access to credit
* TNCGCs access less costly commercial credit due to lower risk and transaction costs
* TNCGs can help leverage concessional financing
* TNC loans to suppliers with interest rates tied to ESG ratings

* Danone: €2 billion Positive Incentive Loan Facility

26
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The following material is from CEADIR’s ‘The Value of Climate-Smart Cacao Production: A Literature Review’ (June 2020), available at https://pdf.usaid.gov/pdf_docs/PA00WPXN.pdf

Nearly 200 entities, including over 50 governments as well as corporations, civil society organizations, and indigenous groups signed the New York Declaration on Forests (NYDF) Pledge in September 2014.  The NYDF signatories agreed to 10 goals.  One goal is to reduce natural forest losses by 50 percent worldwide by 2020 and end additional forest losses by 2030.  Another goal is to restore 150 million ha of degraded land and forests by 2020 and an additional 200 million ha by 2030 (Forest Declaration 2019).  The United Nations Development Programme is the Secretariat for the NYDF Global Platform, in partnership with the Meridian Institute and Climate Advisers.  Climate Focus prepares an annual NYDF Progress Assessment (https://www.climatefocus.com/initiatives/nydf-progress-assessment).

Haupt et al. (2018) found that corporate commitments for zero net deforestation had limited effectiveness in the supply chains for beef and soybeans in Brazil and beef and dairy in Colombia.  For the most part, the corporate commitments were not backed up with sufficient support to reduce producer constraints or provide positive incentives for more sustainable production.  Traceability and transparency issues have remained problems for the companies.  There was also insufficient involvement of the Governments of Brazil and Colombia.  This report did not address cacao production, but the lessons may be similar.

Forest Trends launched a Supply Change Initiative in 2015 to track report progress on corporate commitments to zero net deforestation.  It produces periodic reports on progress in reducing deforestation in various agricultural and forestry supply chains, but to date the reports have not included cacao.  Forest Trends identified 865 companies that have large potential deforestation risks in their supply chains.  About 56 percent of these companies have made some sustainable commodity commitments.  However, only eight percent of the companies have committed to zero net deforestation for at least one commodity and most did not set any deadlines with intermediate targets.  Only 29 percent of the companies with zero net deforestation commitments for one or more commodities reported quantitative progress toward this goal, and most only reported the volume and not the percentage of compliant products.  Companies with zero net deforestation commitments were half as likely to report progress as those with other commitments, such as commodity certification (Rothrock, Calderon, and Weatherer 2019).  

Greenpeace International (2019) estimated that 50 million ha of forests would be cleared for commodity production between 2010 and the start of 2020 despite the stated commitments of major corporate buyers.  This report also estimated that 80 percent of global deforestation was due to crop and livestock production, including cattle, soybeans, palm oil, rubber, and cacao.  Production of these commodities has increased since 2010 and is expected to continuing to grow.  Since 2010, the planted area has increased 45 percent for soybeans in Brazil, 75 percent for palm oil in Indonesia, and 80 percent for cacao in Côte d’Ivoire.  

Most companies that made commitments to end deforestation in their supply chains have only had information on their direct suppliers or were unwilling to disclose supplier information.  In early 2019, one major food company announced that three-quarters of its agricultural commodity supplies were “verified as deforestation free.”  However, Greenpeace International (2019) found that this claim excluded cacao and soybeans used for animal feed (half of its total soybean purchases).  This company classified commodities as deforestation free if the producers cleared forests outside the specific locations where the company’s supplies were produced.  Greenpeace International also reported that the company lacked comprehensive concession maps and data to support its claim.

The Carbon Disclosure Project (CDP) is an NGO that promotes environmental risk management and impact disclosure as a business norm for corporations.  It had offices in the United States and the United Kingdom.  CDP (2019) discussed the findings from the 306 corporations that reported information on its disclosure platform about deforestation risks in their cattle, soybean, palm oil, and timber supply chains in 2018.  This report did not address reporting on deforestation risks from cacao.  Approximately 70 percent of the reporting companies did not report deforestation information requested by shareholders or purchasing organizations in 2018.  About 29 percent did not include forest issues in their risk assessments, but 92 percent of those that did address forests identified substantial risks.  Three-quarters of the companies did not report on the potential financial impacts of deforestation on their businesses, but one-quarter estimated that deforestation could cost them $30.4 billion.  Fully 24 percent of the reporting companies had not begun removing deforestation from their cattle, soybean, palm oil, and timber supply chains.

In 2019, 14 civil society organizations launched the Accountability Framework initiative (AFi) to help ensure that companies achieved their commitments to ending deforestation in their agriculture and forestry supply chains and addressing human rights.  The Rainforest Alliance and Meridian Institute hosted the AFi secretariat.  Core principles, definitions, and operating guidance for the AFi are available at https://accountability-framework.org/.  The AFi will provide benchmarks for what a commitment should mean, how it can be implemented, and how to monitor and report on progress in line with norms and best practices.  It is not a new certification standard and does not seek to duplicate or replace any existing instruments or tools.  The AFi will coordinate with the Consumer Goods Forum, TFA, Global Forest Watch, Carbon Disclosure Project, Trase, Supply Change, regional initiatives such as Collaboration on Forests and Agriculture in South America, and the ISEAL Alliance (a global membership association for sustainability standards and certifications).

Trase is a free, online tool for tracking supply chains of commodities that pose risks to forests developed by the Stockholm Environment Institute and Global Canopy.  Trase uses publicly available data to map the links between places of production, trading companies, and consumer countries.  The tool was still being developed and focused on soybeans in Latin America; beef in Argentina, Brazil, and Paraguay; palm oil in Indonesia and Colombia; and coffee in Colombia.  Trase has a 2021 target for covering 70 percent of the traded volume of soybeans, beef, palm oil, timber, pulp and paper, coffee, cacao, and aquaculture. 

Global Forest Watch Pro is an important development for monitoring progress to reduce deforestation and forest degradation.  The World Resources Institute launched this platform in 2019, with technical support from the University of Maryland.  Global Forest Watch Pro uses remote sensing data and GIS mapping to produce near-real time alerts on locations where substantial tree cutting is taking place.  This tool has been used by over 80 companies that buy agricultural and forestry products.  It can 1) monitor conditions at the farm, supply shed, or jurisdictional levels and show changes over time; 2) demonstrate compliance with commitments and policies; and 3) share data and analyses with colleagues, clients, and customers through secure workflows. 

It is easier to monitor supplier compliance when companies buy directly from local producers, as is often the case with cacao.  For example, Mondelēz International produced maps of 90,000 of its cacao supplier farms in Ghana and Côte d'Ivoire in 2018.  It is now using these maps in conjunction with Global Forest Watch Pro alerts.  Local NGOs and indigenous groups in developing countries are also using Global Forest Watch Pro alerts to inform authorities of illegal logging in protected areas and community reserves.  The lack of traceability to the place of harvesting remains a hurdle when companies buy from third parties.




NGO SUPPORT FOR CERTIFICATIONS AND
SUSTAINABILITY STANDARDS: THE BORNEO INITIATIVE

Foundation grants for certification costs for natural forest enterprises in Kalimantan, Indonesia
* Up to $150,000 for 35,000-75,000 ha
* Up to $300,000 for 75,000+ ha

* Forest Stewardship Council certifications for 35 enterprises

* 2.9 million ha certified in Kalimantan, Indonesia through 2019
* I.1 million ha certifications underway through 2019

* Certification costs high

* Price premium may not be available

* Unclear impacts on sustained yield of forest products

and Carbon mitigation Photo: https://www.cbc.ca/kidscbc2/the-feed/6-things-you-

may-not-know-about-orangutans

Source: The Borneo Initiative (2019) and https://theborneoinitiative.org/
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Background.  The Borneo Initiative is a foundation in the Netherlands that supports the certification of natural forest areas in the Indonesian province of Kalimantan, in conjunction with the Indonesian Association of Forest Concessionaires and the Worldwide Fund for Nature.  
Challenge. The Initiative seeks to facilitate the adoption of sustainable management practices by forest concessionaires to help buffer and protect areas of high conservation value. 
Approach.  The initiative promotes partnerships between the Forest Stewardship Council (a forest product certifier), government agencies, local NGOs, forest concessionaires, and overseas timber trading companies.  It provides forest concessionaires in Kalimantan with technical assistance, links to certified product markets, and grants to defray the costs of forest product certification.  Grants of up to $150,000 for certification of 35,000 to 75,000 hectares and up to $300,000 for certification of more than 75,000 hectares are available through the initiative. The forest management and controlled wood certificates result in higher prices for concession holders and create incentives for sustainable management of forests which serve as a buffer for core protected areas and provides expanded range for endangered species such as the orangutan.   
Expected results.  The initiative’s goal is to directly increase certified natural forest areas in Indonesia, with a target of 4 million hectares by the end of 2018 and 5 million by the end of 2021. In the future, the Borneo Initiative plans to expand operations to Malaysia and Papua New Guinea.

Source: The Borneo Initiative.  n.d.  “Vision and Mission.”  The Borneo Initiative.  https://theborneoinitiative.org/about-us/vision-and-mission/

https://www.cbc.ca/kidscbc2/the-feed/6-things-you-may-not-know-about-orangutans

EXPAND PUBLIC-PRIVATE COOPERATION TO REDUCE
DEFORESTATION IN SUPPLY CHAINS

* Initiative for Sustainable Forest Landscapes (ISFL) — two funding mechanisms

* BioCarbon Fund (BioCFplus): $133 million pledged for grants to strengthen enabling
environment, pilots,and GHG emissions monitoring

* BioCarbon Tranche 3: $222 million pledged for results-based finance and payments to shift to
sustainable development trajectory
* Country programs
* Ethiopia: Nespresso helping coffee farmers improve practices

* Colombia: Partnership between regional government and Sustainable Orinoquia Pact regional
stakeholders on sustainable cocoa, cattle and dairy, rice, and palm oil

* Indonesia: Private sector partnership in Jambi, Sumatra, for improved forest and land
management, fire management, designation of “green villages” meeting criteria for sustainable

land management

» Zambia: ISFL private sector strategy for low-carbon rural economy with agroforestry
focused on increasing production of groundnuts, honey, sustainably produced charcoal

Source: BioCarbon Fund (2019)
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TROPICAL FOREST ALLIANCE (FORMERLY TFA 2020)

* Governments, companies and civil society organizations committed to zero net
deforestation in palm oil, soy, beef, dairy, and pulp and paper

* Global and regional dialogues on sustainable landscape policies and management
practices and information-sharing platform

* Africa Palm Oil Initiative: Reduce palm oil deforestation in || West and Central
African countries

* Southeast Asia Initiative: Smallholder farmer task force to improve governance and
peat restoration

* Colombia: Zero Deforestation Agreements for zero-deforestation for palm oil,
cocoa, beef, and dairy

* Financial Sector Engagement Initiative: Promoting bank lending for deforestation-
free supply chains

* Better Growth With Forests: Analyzing economic and political benefits of zero-
deforestation commitments

Source: https://www.tropicalforestalliance.org/en/our-work/
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The Tropical Forest Alliance 2020 (TFA 2020) was founded in 2012 at the Rio+20 environmental conference.  It began as a partnership of the Consumer Goods Forum and the U.S. Government to create a public-private alliance for collaborations to reduce tropical deforestation from key agricultural commodities.  Its initial focus was on soybeans, palm oil, beef, and pulp and paper products.  However, its African Palm Oil Initiative included a component to reduce deforestation from cacao production.  Since June of 2015, the TFA Secretariat has been based at the World Economic Forum office in Geneva.  It has received additional financial support from the Governments of Norway and the United Kingdom.  In 2019, TFA dropped the year 2020 from its name.  

In 2017, TFA developed a Production, Protection, and Inclusion Fund (PPIF) for investments in agricultural production that do not contribute to deforestation or peatland conversion.  The Government of Norway contributed the initial $100 million for this fund, which has a capitalization goal of $400 million by 2020. The PPIF will partner with the Global Environment Facility, UN Environment Programme, Sustainable Trade Initiative (IDH), major food companies, and environmental NGOs.  It aims to protect over five million ha of forests and peatlands by 2020, while contributing to the Sustainable Development Goals.  IDH convened companies, civil society organizations, governments, and others in public-private partnerships for the joint design, co-funding, and prototyping of economically viable approaches to green and inclusive growth at scale for key commodities and sourcing areas.  It has worked with over 600 companies involved in 12 commodities in more than 40 countries.


https://www.tropicalforestalliance.org/en/our-work/

PAYMENT FOR ENVIRONMENTAL SERVICES (I): VIETNAM

» USAID funded Winrock International to help
Vietnam draft legislation, assess benefits, and design
Payment for Forest Ecosystem Services (PFES) in

2006

* PFES payments deposited in Forest Protection and
Development Fund (PFDF)

e $500 million in voluntary contributions received
from hydroelectric companies, municipal water
companies, and tourism companies (2012-2019)

* Thousands of households in 44 provinces have
received grants or loans

* Vietnam piloting carbon—PFES program in 2020

Photo: https://www.climatelinks.org/blog/vietham%E2%80%99s-payment-
forest-environmental-services-safeguarding-resources-and-improving-

* $1.35/ton of CO, from cement factories lives

* $2.00/ton of CO, from coal-fired power
plants
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Challenge.  Improve the livelihoods of forest dwellers by encouraging them to undertake management practices that safeguard forest resources and provide ecosystem services benefits in the forests and downstream watersheds.
Background.  The Government of Vietnam began exploring options to protect its forests in 2006, in partnership with USAID’s Regional Development Mission in Bangkok and Winrock International under the Asian Regional Biodiversity Conservation Project.  Winrock conducted analysis of the value of forest ecosystem services in terms of kilowatts of hydropower and cubic meters of clean water to help the government set prices for these ecosystem services and demonstrate their value to private companies.  The Payment for Forest Ecosystem Services (PFES) program was put in place by the Government of Vietnam in 2010.  
Approach.  The PFES receives voluntary payments from private companies that flow to the Forest Protection and Development Fund (FPDF) and are then distributed to individual households or community forest management groups.  In addition to direct payments to household, PFES revenues capitalize community savings funds that provide a local source of financing for loans.  
Results.  Nearly $500 million deposited into the FPDF (2012-2019), with contributions coming from hydropower plants, municipal water companies and tourism companies. 

Source: https://news.mongabay.com/2020/03/vietnams-new-conservation-plan-prioritizes-trees-and-people-emissions-not-so-much/

https://www.climatelinks.org/blog/vietnam%E2%80%99s-payment-forest-environmental-services-safeguarding-resources-and-improving-lives

PAYMENT FOR ENVIRONMENTAL SERVICES (2): CLOUD

FOREST BLUE ENERGY

* Pay for results financing for better land and
water management

e Downstream hydropower owners pay for
measured water supply and quality benefits

* Finance and implement improved sediment
management for hydropower dams

* Global Innovation Lab for Climate Finance
supporting Conservation International and
Nature Conservancy

* Stage | (2017-2019): R&D to identify
watershed of potential interest

» Stage 2 (2020-2025): Demonstrate
business case and raise $30 million of
blended finance

* Stage 3 (2026 on): Commercial roll-
out

Develop Co.
Management, operations,
scoping and facilitates

creation of SPVs Contract

@

Investment

Domestic SPV
Investors * One per selected

watershed

Payment

Independent

Repayment Evaluator

Payment

/.

Implementation

Improved Flows
Partners & g Hydropower Co.
Restoration & Reduced Sedimentation

Conservation

* At commercial stage. Prior to commercialisation, investment will be met by
philanthropic and concessional sources of capital
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Background.  Deforestation threatens food security, clean water, and livelihoods. It also increases the probability and severity of extreme weather events while contributing to climate change. The Cloud Forest Blue Energy Mechanism mobilizes domestic commercial finance to reforest and conserve cloud forest in Latin America.
Action.  The Cloud Forest Blue Energy Mechanism uses a “pay for success” financing method; a hydropower plant pays for the measureable ecosystem benefits that cloud forests provide. The Mechanism, as of 2018, was in Stage I, which includes the identification of watersheds where “pay for success” financing may be promising.
Results.  This Mechanism helps to finance and implement sediments management operations that increase profitability and sustainability of hydropower operations. In Stage 2, $30 million in blended public-private financing will be raised to finance initial watershed investments and demonstrate benefits to hydropower plants.  Commercial roll-out is planned for Stage 3, beginning in 2026.

Source: Climate Finance Lab. n.d. Cloud Forest Blue Energy Mechanism. https://www.climatefinancelab.org/project/cloud-forest-blue-energy-mechanism/

https://www.climatefinancelab.org/project/cloud-forest-blue-energy-mechanism/

MITIGATE INVESTMENT RISKS THROUGH INSURANCE,
PRICE COMMITMENTS, OR HEDGING + Theft and vandalism

* |nsects

* Promote insurance use to reduce risks * Climate variability
e Disease

e Actuarial-risk based
e Weather-indexed

* Political risks > velkilly el sy
demand, and prices of
* Design price contracts as incentives for production inputs and products

* Domestic currency

* Advance purchase agreements .

* Guaranteed minimum price
* Formula-based price * Policy and regulatory

* Hedging: Costly, where available * Tenure conflicts or

) ) uncertainty
* Domestic or foreign currency values

* Resource conflicts

* Put or call options for major cost or revenue © Corruption
items * Expropriation




MITIGATE RISKS THROUGH ADVANCE PURCHASE
AGREEMENTS AND BUNDLED ASSISTANCE

* Rocky Mountain Arabica Coffee Co. in the Philippines
* Coffee producer/processor contracts with farmers near its own plantations
* Helped contract farmers secure land use rights

* Bank Andara (commercial bank established by Mercy Corps) gives loan to local bank (BPR
Pesisir Akbar) in Indonesia

* Local bank provides microfinance loans through maize farmer groups
* Local traders deduct farmer loan repayments from sale proceeds

* Farmer advisory service and crop micro-insurance through Syngenta, Mercy Corps, and
ACA

* Minh Phu Co. buys aquaculture shrimp in Vietnam
* Donors fund upfront costs of Naturland certification and monitoring

* Company pays mangrove restoration fee
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USAID Green Invest Asia  https://greeninvestasia.com/



PROJECT PREPARATION AND FINANCING FACILITIES:
INDONESIA TROPICAL LANDSCAPES FINANCE FACILITY

(TLFF)

Non-deforesting sustainable landscape and renewable energy investments

United Nations Office for Project Services provides technical assistance and training on
sustainable and certified production and traceability

ADM Capital manages loan finance facility to capitalize BNP Paribas

BNP Paribas provides long tenor loans for large, private investments
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GREEN BOND FOR SUSTAINABLE LANDSCAPES:
TROPICAL LANDSCAPES FINANCE FACILITY

* First green bond for sustainable .
landscapes

* Secured, fixed rate, Moody’s .
rated Aaa bond

* Issued by UN Environment, BNP
Paribas, ADM Capital, and
ICRAF

* For 88,000 ha of degraded land ¢
in concessions for rubber in
Indonesia

* Joint venture Michelin and PT
Barito Pacific (PT Royal Lestari
Utuma)

5 loans: Tenors of 5-15 years, various interest rates and
amortization schedules

I'st tranche: $95 million in 2017 (including $40
million for small-scale farmers)

49% for high-yield, rubber tree plantations
(company and small-scale farmers)

51% for community partnerships, ecosystem
restoration, and biodiversity conservation

Improved inputs and practices to increase rubber
yields from 0.8 t/haly to 1.7 t/haly

Buffer zone to reduce land speculation and
encroachment around national park

Expected to provide 10% of Michelin’s natural
rubber supply and 16,000 fair-wage jobs
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Source: http://tlffindonesia.org/wp-content/uploads/2018/02/TLFF-1-RLU_FINAL-Press-Release-English-26022018-1.pdf

The $95 million loan was issued to PT Royal Lestari Utuma is a joint venture between France’s Groupe Michelin (49%) and the Indonesia firm, PT Barito Pacific (51%)

34,000 ha out of 88,000 ha in plantations in Sumatera and East Kalimantan will be planted to rubber

9,700 ha will be reserved as wildlife conservation

The Sumatera plantations buffer the 143,000 ha Bukit Tigapulah National Park, one of the last remaining habitats for Sumatran elephants, tigers, and orangutans



ENCOURAGE PRIVATE SECTOR GREEN BONDS:
STARBUCKS

First U.S. corporate sustainability bond (use of proceeds for
social purposes)

e $500 million in 2016 with |10-year maturity

* 2.54% coupon rate

e Senior, unsecured bond; rated A/A2/A
First yen-denominated corporate sustainability bond

« ¥85 billion (nearly $800 million) in 2017

e 7-year maturity
Second U.S. corporate sustainability bond; $1 billion, 30-year
Increase purchases of certified, ethically grown coffee

* New and refinanced loans to coffee farmers

* Debt financing for producer organizations

Photo: https://www.comunicaffe.com/new-guide-to-

coffee-production-in-ethiopia-presented-in-addis-ababa/
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Like a green bond, but for social rather than environmental purposes

https://www.morganstanley.com/ideas/starbucks-capital-creates-coffee-that-sustains
https://www.morganstanley.com/ideas/starbucks-sustainability-bond-sustainable-investing

Also https://stories.starbucks.com/press/2019/starbucks-completes-issuance-of-third-and-largest-sustainability-bond/


https://www.comunicaffe.com/new-guide-to-coffee-production-in-ethiopia-presented-in-addis-ababa/

PROMOTE IMPACT INVESTMENT FUNDS: ALTHELIA
CLIMATE FUND

* Began in 2014 for sustainable landscapes in Africa and Latin America
* USAID Development Credit Authority (DCA) loan guarantee of $133.8 million
* $118 million closed-end investment fund with 20 public and private investors
* Credit Suisse, Church of Sweden, FMO Bank, European Investment Bank,and AXA
* Acquired by Mirova Natural Capital Ltd.
* Fully committed to 12 investments in 2017
* Investments generate returns from commercial production and sale of carbon credits
* Target rate of return to fund = 8%
* Environmental benefits
e 2.1 million ha under improved management for conservation
* Protected habitat for 102 threatened species
* 224 million tCO,e emissions avoided (34.2 million tCO,e by 2021)

https://borgenproject.org/usaid-supports-althelia-climate-fund
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Athelia Ecosphere, private sector impact investor, supports investments with GHG reductions, livelihood, and sustainable management benefits. The first fund, the Althelia Climate Fund raised was established in 2014 and included USAID first carbon DCA loan guarantee for the full amount of the Climate Fund, serving as a catalyst to capitalize the Climate Fund. There have been 20 public and private investors, including Credit Suisse, Church of Sweden, FMO Bank, European Investment Bank, and AXA providing euros 101 million. Blended finance is still very critical to attract investors at scale.  

Case study on Althelia Climate Fund Peru project: https://www.regenwald-schuetzen.org/fileadmin/user_upload/pdf/Projekt/ForestLandscape/case-study-flr-peru-eng.pdf

Examples of investments (more information can be found https://althelia.com/althelia-climate-fund/)
Sustainable productive activities and REDD+ project with Afro-Colombian communities in Colombia
Sustainable forestry with Indigenous Communities, Peru
Macabua Oil Silvopastoral Project, Brazil (Inocas)
Sustainable cattle ranching in the Amazon (PECSA)
Sustainable cooking Rwanda (Inyenyeri)
Tita Hills Conservation and Sustainable Landuse project, Kenya (Wildlife Works)
Peat Swamp Restoration and REDD+ Project Indonesia 

Mirova Althelia: Natural Capital Funds. Presentation to USAID. 12 January 2018. 
https://borgenproject.org/usaid-supports-althelia-climate-fund

Althelia Sustainable Ocean Fund:   $100 million fund in collaboration with Conservation International and the Environmental Defense Fund.  USAID provided a $50 million DCA partial loan guarantee.  Received investor commitments for $92 million as of Nov 2019 from  the German Development Bank KFW, along with French insurers BNP Paribas Cardif and Garance. 

Althelia Biodiversity Fund Brazil:  Through ABF Brazil, Mirova Natural Capital Limited aims to deploy R$400 (US$100) million of blended finance into sustainable activities that protect, restore or otherwise improve biodiversity and community livelihoods in the Legal Amazon of Brazil.  First closing in October 2019.  USAID helped co-design the fund, convene partners, and mitigated risk through a portfolio guarantee provided by USAID’s Development Credit Authority (DCA), and a partnership with the Center for Tropical Agriculture (CIAT), the fund's cornerstone investor.




LIVELIHOODS VENTURES FUNDS

 Social business based in Paris with climate finance and development goals

Sourced capital from companies interested in offsetting future greenhouse gas
emissions (mainly in EU)

Selected, co-designed, financed, and monitored projects implemented by NGOs in
developing countries

Focused on agroforestry, mangrove restoration with rice or aquaculture, and improved
household wood fuel stoves to balance risks and timing of carbon credits

NGOs repay financing costs by signing over all carbon credits (equity-like financing, no
cash loan repayments)

NGOs receive 50% of higher-than-expected proceeds from carbon credits (bonus for
outperformance or carbon price increases)

Investors receive certified carbon credits (Gold Standard or Verra) over 10-20 years

Source: https://www.livelihoods.eu/lcf/#investors Icf



https://www.livelihoods.eu/lcf/#investors_lcf

LIVELIHOODS VENTURES FUNDS

* Livelihoods Carbon Fund | launched in 201 |
* €40 million invested in 9 projects (no donor funding)

* 130 million trees planted, 120,000 improved household stoves, 10 million tCO,
sequestered

* Livelihoods Carbon Fund 2 launched in 2017 (no donor funding)
e €100 million to be invested

* Target of 12 million tCO, sequestered

Source and photo credit: https://www.livelihoods.eu/Icf/#investors_|cf



https://www.livelihoods.eu/lcf/#investors_lcf

RESULTS-BASED FINANCING: REDD+

* Purpose: Create financial value for carbon stored in forests in developing countries
* Donor and multilateral development bank results-based funding

* Market-based mechanisms allowing transfer of mitigation outcomes (many developed
countries supported to have option for forest carbon offsets)

* REDD+: Reducing GHG Emissions from Deforestation and forest Degradation Plus
* Conservation of forest carbon stocks
» Sustainable management of forests
* Enhancement of forest carbon stocks

* Social benefits viewed as co-benefits

triplepundit.com
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TREND FOR JURISDICTIONAL OR NESTED REDD+

* Jurisdictional: Based on national or subnational strategies, action
plans, and measurement, reporting, and verification (MRV)

* UNFCCC emphasized importance of national or
subnational administration of REDD+ from beginning

* Now supported by Forest Carbon Partnership Facility’s

e Carbon Fund, Green Climate Fund, and most bilateral
donors

* Nested: Project-based REDD+ embedded in jurisdictional system

* Accounting, management, certification system, and
emissions reporting at national or subnational level

* Higher-level coordination of strategies and safeguards
recommended

* Verra standards exist for jurisdictional and nested REDD+

Photo: Eric Hyman
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REQUIRED ELEMENTS FOR REDD+

* National REDD+ strategy
* Governance and legal structures
* Carbon rights and ownership
* Dispute resolution mechanisms

e Social and financial structures

Technical considerations for Forest Reference
Emission Level and/or Forest Reference Level

* Consultation process and mechanisms (national and cansraction fox FEND, urier.thie UNECEC
multilateral requirements) %

* Funding streams and distribution of payments
* Action plan/road-map
* National forest reference level (baseline)

* National measurement, reporting, and verification (MRV)

 Safeguards information system

* http://www.fac.org/3/a-i4847e.pdf
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ALTERNATE: 
What does REDD Readiness mean?  How do we know when a country is “ready” for REDD?  For those countries where we see pilot projects generating carbon offset credits from avoided deforestation, or from carbon sequestration, are they not by definition ready for REDD, since they are already doing it?  Let us try to answer those questions, both because REDD Readiness can be confusing and because that is a key focus of most Sustainable Landscapes programming for now.

From the perspective of the international negotiators, those pilot projects have been very useful in highlighting that REDD cannot be developed completely at that scale.  Leakage is a challenge.  Also, the drivers of deforestation cannot always be addressed by individual projects.  So the UN-REDD Programme, the Forest Carbon Partnership Facility, and others have identified several elements of national REDD Readiness that each country should have in place able to participate in REDD at different scales.

That the country has developed a National REDD+ Strategy
That a legal infrastructure has been established and clarified
That a social and financial infrastructure has been put in place
That a system for monitoring, reporting, and verification exists


http://www.fao.org/3/a-i4847e.pdf

RECENT TRENDS IN REDD+ AND CARBON MARKETS

* New domestic compliance markets (e.g., California and Colombia) and ambitious country
targets (e.g., Netherlands)

* Higher carbon prices for REDD+ than on voluntary markets (and large variation in voluntary
market prices)

» Shareholder pressure on transnational corporations for ambitious mitigation targets

* Many countries working on nesting REDD+ projects within jurisdictional approach (including
Forest Carbon Partnership Facility’s Carbon Fund)

* Other countries incorporating projects into national REDD+ and NDCs
* Connection to sustainable supply chain movement (Tropical Forest Alliance 2020)
* Increasing global commitment to restoration (e.g., Norway)

* Increasing developing country interest in reforestation (e.g., Ethiopia and India)
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Voluntary market experienced record lows with prices for carbon varying wildly depending on type of project; demand growing? 
“Quality and Charisma Sell?” 
Some countries and companies are very committed to setting and meeting ambitious GHG targets post-Paris—Colombia, Netherlands
Aviation Industry CORSEA markets – will know by 20xx?
Sustainable supply chain movement—Tropical Forest Alliance 2020 is what we are most familiar with but has a thousand faces
Interest in reforestation/afforestation growing – India, Ethiopia, (how many NDCs mention R/A?) 



JURISDICTIONAL COMMODITY SOURCING LINKED TO
REDD+

* Companies commit to buying commodities from country,
state, or province committed to reducing deforestation and
making progress

* Buyers must be able to track targeted commodity
flows

* Jurisdictions with authority to work with
stakeholders in controlling deforestation

* More efficient than project level or farm-level certifications
* Approved standards

* Forest Carbon Partnership Facility’s Carbon Fund
Methodological Framework

O I TN

Photo: https://www.waystocap.com/blog/cocoa-production-in-

* Verra Jurisdictional and Nested REDD framework ivory-coast-and-the-challenge-of-sustainability/

* Search by commodities or jurisdictions at
https://commoditiesjurisdictions.wordpress.com/
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NEW FUNDING SOURCES FOR REDD+

* CORSIA: International Civil Aviation Organization’s new
sectoral cap-and-trade program

* Voluntary 2021-2026

* Mandatory 2027-2035

* Guidance currently under development

* Only allows jurisdictional REDD+ to avoid leakage

e Cannot be double counted toward country NDCs
 California’s Tropical Forest Standard

* Ciriteria for jurisdictional offset credits that reduce GHG
emissions in tropical forests

* Eligibility for California’s cap-and-trade program

Images: https://www.icao.int/environmental-

protection/ CORSIA/Pages/default.aspx;
https://ww3.arb.ca.gov/cc/ghgsectors/tropicalforest
s.htm
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Charlotte Mack-Heller

* Director of Natural Capital, Resonance

* Formerly, CEADIR Climate Finance
Specialist, Abt Associates

* |3 years working at nexus of climate
change and international development
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ADAPTATION

* Generally more cost-effective to prevent or reduce
negative impacts from climate variability or change since
economic damages from impacts of these stressors
can be quite large

* However, willingness to make adaptation investments is
often limited by uncertainty about the types, extent, and
timing of climate impacts

* Also challenges in identifying appropriate adaptation measures for the public and private
sectors and estimating their potential benefits against their relative costs

* As a result, most developing countries are not sufficiently well-adapted to existing climate
variability (such as a typical five-year flood), let alone the projected impacts from potential
future with climate changes
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OPTIONS TO INCREASE CLIMATE ADAPTATION FINANCING

INFORMATION AND CAPACITY FINANCIAL INSTRUMENTS AND
ENABLING ENVIRONMENT DEVELOPMENT MARKETS

e Improve policies and e Increase readiness for e Provide technical assistance
incentives for adaptation climate adaptation or grants for pre-investment
investments finance work

 ° Align adaptation e Increase willingness e Support investment funds
o) financing with strategies, and capacity of Fls to and credit lines for
'& plans, and targets provide finance adaptation investments
~ ¢ Support PPPs for climate ® Improve quality, e Support insurance
g resilience accessibility, and use of mechanisms
g climate, weather, and
hydrological

information for
adaptation investments
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&
IMPROVE POLICIES AND INCENTIVES FOR ADAPTATION

INVESTMENTS

Fiscal
Instruments

Regulations

il

FINANCING

1NIWNOYIANS
ONIT9VNL

Social
Policies


Presenter
Presentation Notes
Delhi has also “Cool Roofs for Cool Delhi” design manual to act as a source of information for key stakeholders, including decision-makers, citizens, and industry. It also has a specific focus on low technology, low cost solutions that are relevant for vulnerable communities. Another goal of the Hyderabad and Telangana initiative is to develop sustainable financing solutions to scale cool roofs and link them to existing institutional frameworks such as India’s Smart Cities program, municipal budgets, or Corporate Social Responsibility Funds.

Issue Brief, May 2018. Cool Roofs: Protecting Local Communities and Saving Energy. https://www.nrdc.org/sites/default/files/ib_-_cool_roofs_-_hyd_workshop.pdf 
http://shaktifoundation.in/wp-content/uploads/2017/06/cool-roofs-manual.pdf




PUBLIC-PRIVATE PARTNERSHIPS: DISASTER RISK
REDUCTION IN INDIA

USAID/India $2.5 million grant in 2016 to UNDP for disaster risk reduction in 4 cities (Cuttack, Navi
Mumbai,Vijayawada and Visakhapatnam)

* USAID/W funded CEADIR and The Energy and Resources Institute
* Identify potential PPPs for disaster risk in the 4 cities
* Help secure private sector commitments for short-term PPPs

* 2013 Companies Act mandated corporate social responsibility
contributions of 2% of average net profits

* Led to |10 implemented PPPs

AFP PHOTO/INDIAN ARMY

* Funding and procurement of goods and services

* GIS mapping and analysis
* Use of private land

* Logistics support



PUBLIC-PRIVATE PARTNERSHIPS: DISASTER RISK

REDUCTION IN MOZAMBIQUE

* USAID Coastal Cities Adaptation Project

* National Disaster Management Institute
(INGC)

* Human Network International
* Vodacom

* Launched 3-2-1 service for cellphone customers
* Disaster preparedness messages

* Specific disaster messages

 (http://hni.org/blog/2016/12/19/life-saving-
information-the-3-2- | -service-in-
mozambique/)

Photo: https://www.nytimes.com/2019/03/18/world/africa/cyclone-idai-

mozambique.html
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Background.   Mozambique’s National Disaster Management Institute (INGC) was responsible for increasing general awareness on disaster preparedness for Mozambican citizens. This is particularly important for the most vulnerable Mozambican populations living in high risk zones for natural disasters. 
Action. The USAID Coastal Cities Adaptation Program (CCAP) partnered with INGC, Human Network International (HNI), and Vodacom, a local Telecommunications Operator, to launch the 3-2-1 service, which helps to disseminate critical messages related to disaster preparedness and management.  Under the partnership Vodacom provides a free service that is accessible by dialing 3-2-1 (on either a basic phone or smart phone) with a voice driven menu to provide information about storm warnings. The message is available in three languages and includes information related to the timing of a particular storm, potential impacted areas, as well as suggestions to reduce impact from the storm. 
Results.  The new functionality extends the reach of the government’s existing weather alert systems to thousands of additional people.  Demand for the service was found to be very high with more than 200,000 calls within the first 48 hours of the service coming online. The system also enabled INGC to be more coordinated in its approach to disaster preparedness and management. 
Source: Human Network International (2016) http://hni.org/blog/2016/12/19/life-saving-information-the-3-2-1-service-in-mozambique/ 


Alternative example:
PPP between cell phone companies, an NGO, and the government weather agencies.  The NGO, Human Network International (HNI.org), initially developed a partnership between the NGO and cell phone that focused on providing agricultural and health information to small farmers in Africa where cell phone companies agreed to provide a free service accessible by dialing 3-2-1 with a voice driven menu in local languages so that no literacy is required.  The companies who provided the service found that their retention and usage rates increased, thus offsetting costs.  Initially, the program did not include an option for current and local weather information because it simply isn't available.  However, through the UNDP CIRDA program, the availability of local weather information is now available has been used in the 3-2-1 service in Malawi. The product has been so successful they are going to launch a weather forecast message in collaboration with Malawi's Department of Disaster Management.   

http://hni.org/blog/2016/03/24/demand-drives-new-sms-weather-alerts-for-malawi/  



http://hni.org/blog/2016/12/19/life-saving-information-the-3-2-1-service-in-mozambique/
https://www.nytimes.com/2019/03/18/world/africa/cyclone-idai-mozambique.html

INCREASE READINESS FOR CLIMATE ADAPTATION
FINANCE
* Strengthen public and private sector effectively to design, finance,
implement, and manage adaptation investments
* Improving government readiness will:
* Improve strategy behind adaptation financing

 Strengthen capacity to receive and manage funds and comply with
fiduciary standards

* Build the case for public and private sector engagement in adaptation
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CLIMATE FINANCE READINESS: ADAPT ASIA-PACIFIC
PROJECT PREPARATION FACILITY

Helped governments prepare proposals for
external financing

Connected implementers to financing sources

Strengthened government capacity to manage
climate finance

Guide can help governments and NGOs prepare
grant proposals and loan applications and
leverage private investment for climate
adaptation

) 'USAID

Lo/

GUIDE TO CLIMATE CHANGE
ADAPTATION PROJECT
PREPARATION

AECOM International Development (2017)
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Background.  The USAID Adapt Asia-Pacific project assisted governments to prepare project proposals for external funding, helped connect project implementers with sources of financing, and strengthened capacity and knowledge of governments to manage climate finance. The project worked in 27 countries.
Approach.  Project activities included: 1) a sustainable regional knowledge-sharing platform; 2) an annual forum to bring adaptation funds and project proponents together; 3) a climate change adaptation project capacity development program; 4) technical assistance in preparing funding proposals.  Adapt Asia-Pacific provided overarching program management and coordination for these four technical tasks.  


INCREASE WILLINGNESS AND CAPACITY OF BANKS TO
FINANCE ADAPTATION

* Change bank perceptions about risks and returns from
adaptation lending

* Improve ability of banks to assess market size, opportunities,
and barriers

* Train bank staff on technologies and business models for
adaptation investments

* Help banks develop appropriate loan products for adaptation

* Help banks obtain capital for lending and partner with
governments and development assistance organizations

* Help banks improve loan appraisal and loan tracking systems

55


Presenter
Presentation Notes
Some financial institutions may lack the products, systems, and market knowledge needed to support current and potential markets for adaptation investments.  Capacity strengthening support could change financial institutions’ perceptions about the risks, returns, and potential volume of business for climate-related investments.  It could also improve their capacity to lend to adaptation projects; increase their awareness and understanding of market and financing options; and improve the appropriateness of loan, bond, and risk mitigation product offerings for adaptation investments. 

Development partners could help financial institutions better understand the size and characteristics of the markets (including structures, technologies, and business models) so that they can offer a range of appropriate financial products. 
Support could develop capacity of national development banks, commercial banks, and other financial institutions by conducting market diagnostics and readiness assessments, including: 
1) analysis of repayment experiences and reasons for arrears and defaults;
2) cost-benefit analyses for new lending products or markets; 
3) assessment of market opportunities and barriers; and 
4) institutional readiness assessment (including readiness, interest, and viability of banks to lend to different sectors). 
Support could also including training on markets, technologies, and business models to enable financial institutions to expand investment to adaptation and other climate-related sectors, including through securitization.  
Technical assistance or training could help financial institutions develop appropriate lending, risk mitigation, or credit enhancement products that fit within the local context and meet the needs of financial institutions and borrowers.  This support would encourage the creation of appropriate lending or risk products to support adaptation investments with lending terms outside financial institution norms (e.g., long tenures or flexible collateral requirements).  


IMPROVE HYDROMETEROLOGICAL INFORMATION FOR
ADAPTATION: BURKINA FASO The ydlogic Cyl M

£ 4y Abadny ¢

* Weak hydrology and meteorology data, modeling, and f P L37
analysis limit public and private sector adaptation | A

planning

* Improve data collection
* Improve modeling

* Develop individual and institutional capacity to
use information

* Strengthen early warning systems

e $27 million from Green Climate Fund, World Bank,
and government

* https://www.greenclimate.fund/projects/fp074

https://pangea.stanford.edu/researchgroups/jordan/research/hydr
ologic-data-gathering-modeling-gorelick
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Challenge.  Burkina Faso is extremely vulnerable to climate stressors, in particular flooding and drought. While it is already experiencing impacts from climate change, Burkina Faso does not have the capacity, information, or resources to protect its citizens, economy, and natural resources from projected climate change impacts. 
Background. The Africa Hydromet Program, which is jointly developed by the World Meteorological Organization, the African Development Bank, and the World Bank Group. It focuses on modernizing hydromet services for 15 African countries and four regional climate centers. The Burkina Faso project is under this program but is being financed by the Green Climate Fund with the World Bank as the accredited entity working closely with the Government of Burkina Faso. 
Approach.  The project will focus on strengthening capacity for national hydro-meteorological and early warning services in Burkina Faso in order to facilitate more effective adaptation planning for public and private sector. The project will have three technical components and a project management component. The total budget for the project is US$27 million, 22.5 of which is being finance by the Green Climate Fund through a grant, 2.5 through a grant from International Development Association (IDA), and the remaining resources will be covered by the Government of Burkina Faso.



https://www.greenclimate.fund/projects/fp074
https://pangea.stanford.edu/researchgroups/jordan/research/hydrologic-data-gathering-modeling-gorelick

SUPPORT ADAPTATION TRUST FUNDS AND CREDIT LINES

* Indonesia Climate Change Trust Fund / Indonesia Environment Fund
* Supports national mitigation and adaptation goals

* Renewable energy and energy efficiency, sustainable forest and peat land
management, marine-based, and adaptation and resilience

* Adaptation Fund

e Established under the UNFCCC with $720 million committed for |00+
adaptation projects since 2010

* Climate Action Framework Loan Il

* $110 million line of credit from European Investment Bank to Caribbean
Development Bank

* Loan for 50% of climate resilience or mitigation investments
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8/14/2020

SUPPORT PRIVATE EQUITY FUNDS FOR COMPANIES
SUPPLYING ADAPTATION PRODUCTS AND SERVICES

CRAFT - Climate
Resilience & Adaptation
Finance / Transfer Facility . . - ity +

Return Strategic Support

SOURCES OF

Pub,!i:cIﬁNchNege-Eﬂsks PORTFOLIO
investment, crowding S COMPANY

in private capital Return Total...10-20 resilience
intelligence, products,
and services companies

Climate

Solutions *
Revenue

NEW SECTORS
AND

ILITY FOR
DEVELOPING
COUNTRIES TA Grants

Grants to support
uptake of solutions in

GEOGRAPHIES

‘includes Sponsor

developing markels

Source: https://www.climatefinancelab.org/project/climate-resilience-adaptation-financetransfer-facility-craft/
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SUPPORT INSURANCE MECHANISMS

* Partner with companies, governments, and
donors to test and scale-up new insurance

) Feed the Future Innovation Lab for
products

Markets, Risk, and Resilience
* Analyze insurance market distortions

related to subsidy requirements and .
funding sources

Index Insurance Innovation

Initiative
» Generate market signals about the real * |4 efforts focused on improving
cost of climate risks accuracy, building with other
e Climate-index based to reduce innovations, ensuring consumer
transaction costs have confidence contracts will

* Mobilize private investment by reducing protect them

risks the private sector would not accept


Presenter
Presentation Notes
Insurance and other risk mitigants have different roles to play with adaptation investment. First, they can be viewed as adaptation measures themselves by reducing the total adverse impacts caused by catastrophic climate events. Second, they can make adaptation investments more attractive to investors by reducing adaptation-specific risks and improving risk return profiles. Third, they can incentivize investment in adaptation through price signals. 

Agricultural insurance: ‘Understanding ag fintechs' business models’ (June 2020)
https://www.raflearning.org/post/understanding-ag-fintechs-business-models-acre-africa-case-study

CEADIR conducted a study on ‘Parametric Insurance for Renewable Electric Power Producers in Central America’ (March 2020)
Parametric insurance reduces the risk of cash flow problems from potential revenue losses and contract penalties.  Payout amounts are agreed in advance and tied to specified triggers based on readily available hydrometeorological data from independent sources. […] Unlike damage-based insurance, parametric insurance does not require a costly, slow, and conflict-prone adjustment process to determine payouts to policyholders.

The Microinsurance Catastrophe Risk Organization (MiCRO) organized the first workshop on Parametric Insurance for Regulatory and Supervisory Authorities in Latin America and the Caribbean in October 2016.  The IDB sponsored this workshop with support from the Access to Insurance Initiative, the Global Index Insurance Facility/World Bank, Swiss Re, and the International Research Institute for Climate and Society (IRI).  A baseline survey found that only half of the participants understood parametric insurance before the sessions.  This organization received financial support from the IDB, the Swiss Agency for Development and Cooperation, and Mercy Corps and technical assistance from Swiss Re to promote and develop parametric insurance for farmers in Central American countries (MiCRO 2016).  These policies will be offered by domestic insurers in each country.  Microfinance institutions and other organizations will distribute the policies to reduce marketing and transaction costs.  MiCRO hoped to provide parametric insurance to 250,000 Central American farms by the end of 2019."
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QUESTIONS AND ANSWERS

BT

s 2 b <r'§l

en Anderson, Ph.D Chaﬂotte Maék-
Heller

Eric Hyman, Ph.D Gl
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FOLLOW UP

* Webinar recording will be made available
* Contacts:
* Eric Hyman, CEADIR COR: ehyman@usaid.gov
* Pablo Torres, CEADIR COP: ptorres@crownagents.com

* Charlotte Mack-Heller: cmackheller@resonanceglobal.com

* Glen Anderson: Glen.Anderson@winrock.org

* https://www.climatelinks.org/projects/ceadir
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