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Agenda of today's workshop

mmmmes  Recap Workshop 1#
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mmmmem P RB Bank peer sharing

* Access Bank
* Mauritius Commercial Bank

msmmm Leep dive on client engagement

s BUSINESS Opportunities

mmmmen  Step 3: Setting SMART practice targets

* What practice targets are
* Briefly on impact targets

Step 4: Developing adaptation action plans

mmmme  |Mplementation - Summary
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Housekeeping rules & other information Responsible Banking

« Slides and the recording will be shared after the workshop
* Please mute yourself during the workshop to avoid background noise

» Question and comments highly welcome during the session! You can
o Raise your hand in Webex if you want to speak up (anytime)
o Post questions in Webex chat (anytime)

o Post questions on Slido.com (voting code: 963 963) (anytime) — Slido is anonymous, so you don’t even
need to mention your name

unepfi.org | 4
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WebEXx Translation Responsibic Banking
N a0
Back to default position and size

SPDkEH Ianguage > Use dark background

Caption language N el

Francais

o ~

I < Font size

* Only accessible through the desktop app N

« Limit of 6 languages per meeting
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Recap the PRB theory of change

Inputs
(Why change)

Regulatory

impetus (Paris, NDCs,
NAPs, national-level
risk regulation)

Economic, social and
environmental context
(e.g. level of public

or public-private
funding (availability
of bankable

projects) means

new opportunities

to capture;

also systemic risk)

Customer

impetus (clients

and customers
severely exposed

to climate risk;
potential financial risk
for banks)

Underwriting risks

**where feasible and managed

divestment otherwise

Actions

(Reactions to Inputs)

Practice
(Pathway to impact)

Outputs
(Results of Actions)

Advocacy and partnerships:

Policy advocacy and
stakeholder collaboration

Strategy and internal policies and

processes:

Climate strategy in place, based

on physical risk assessment
for a bank’s portfolio, using

future potential climate scenarios

- Climate targets in place, based
on a defined range of acceptable

physical risks
+ Governance in place
+ Processes in place

Client engagement:

Process and policies implemented,
for existing and new business

(‘adaptation planning’)

Business opportunities and
portfolio strategy in place:

Develop green and adaptation-
aligned products and services

to address clients’ heeds

Linked to client
engagement targets

Linked to portfolio composition
and financial targets

Enabling policy environment:

including engagement on National
Adaptation Planning; Risk pooling and
incentivization to support adaptation**

New business: Business rules for
new client relationships, project and
sectors (‘mainstreaming adaptation’,

i.e. all business activities screened for
low material physical risk exposure/
vulnerability and positive contribution to
increasing resilience)

Existing business: clients engaged
on adaptation plans, reducing
physical risk exposure in socially
and environmentally just ways and
transforming their business model/
adapting to climate change

Portfolio shift: increase level of
financial flows to adaptation-aligned
activities. Increase share of financial

volume consistent with climate resilient
development

Linked to
impact targets

Outcomes
(Effects of Outputs)

Global policy shifts,
especially taking into
account the needs
of developing countries
that are particularly
vulnerable

Support for those most
at risk

Portfolio aligned
with climate resilient
development

Principles for
Responsible Banking

Real economy
transition:
adaptation-
aligned and
green products
become the norm

Critical mass
of banks and
companies
aligning with
adaptation goals

Banks’ financing
activities
contribute to
increasing
the climate
resilience of
systems and
societies
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Recap steps to set targets

or
Responsible Banking

1 Understand the context

Understand the climate adaptation policy context, through national and regional adaptation planning and assessment
frameworks and identify the most relevant goals and frameworks to align with.
— This step helps banks identify priorities for climate-resilient development in their operating contexts.

2 Set abaseline

Use climate risk assessments and scenario planning to understand climate impacts relevant to clients and own portfolios,
utilising regulatory and/or supervisory approaches where these already exist.
— The results of the assessment are used to identify priority regions and sectors for developing adaptation measures.

3 Settargets
Set targets that aim to align finance and investment with global goals and support national adaptation plans.
— The example targets contained in the guidance focus on internal strategies, policies and processes including climate risk
management, client engagement and financing.

4 Develop action plans
Develop adaptation action plans, embed in internal processes, and set performance indicators for tracking progress.
Consider interlinkages with climate mitigation, nature, and socio-economic development.
— The output of this step is a roadmap and internal strategy towards achieving the targets.

unepfi.or 7
*Targets and actions are suggestions. Banks may individually take these forward based on their own business and regional context. P g |



. Please download and install the Slido
slido

app on all computers you use

How was the previous workshop
for you?

@ Start presenting to display the poll results on this slide.



. Please download and install the Slido
slido

app on all computers you use

If you had any learnings or

takeaways, could you share them
briefly?

@ Start presenting to display the poll results on this slide.
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Client engagement — mapping client context in the ki
agriculture sector

Sub-sector Commercial

S— propositions
Crop production Current Ag.- Adaptation
_ i related financial informed
Husbandr agriculture
Value chain
components

1. Planning and 3. Production o LI, storage 6. End markets
Management & processing
Y

On-farm

MSME

Y
Off-farm

Client segments

Engagement modalities

Small Holder Client-based System-based
Large corporates

engagement Engagement

Farmers (SHF)

Banks must keep each of these dimensions in consideration when designing a fit-for-purpose

Agriculture Adaptation strategy and implementation plan unepfi.org | 12
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Client engagement — value chain as a frame of reference

On-farm Off-farm
)\ \

Value chain 1. Planning and . 4. Storage &
3. Production .
stages Management Processing
Organising the Production, sale and Growth/development Consolidation of Organising and The end consumer of
activities and distribution of inputs of commodities outputs as an orchestrating the produced and
High-level stakeholders (as to support Agricultural  followed by the ‘offtaker’ and transfer of goods manufactured goods
. required) involved in production — seed, harvesting/value refinement of raw from/to storage and
activity, producing, processing, fertiliser, pesticides realisation of raw materials to produce processing premises
value add and delivering feed etc. material outputs consumer goods/end to reach end users
agricultural products generated products
from the farm to the
end consumer
Identification, Climate change is likely to compound Diminished Agricultural yields/outputs leading to Increased cost burden
assessment and agriculture’s existing impacts by shrinking reduced supply and lower throughput for due to increased
'A_‘&R ) management of PCR harvests, reducing the effectiveness of synthetic =~ Storage and Processing, and Logistics actors. costs across the value
consideratio  across the value chain  inputs like fertilizers, and accelerating the Organisations operating in these Value Chain chain and reduced
ns for actors activities and damage caused by crop pests and soil erosion, stages are also likelyy to and Increased product availability
stakeholders necessitating increased application of fertilizer likelihood of PCR events e.g. flooding or wildfire,
and pesticides to maintain productivity, with further negatively impacting their business
knock-on effects for surrounding ecosystems? operations
unepfi.org | 13
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https://www.nature.org/en-us/newsroom/growing-threats-how-climate-change-will-exacerbate-environmental-impacts-agriculture/#:~:text=Based%20on%20a%20comprehensive%20review,crop%20pests%20and%20soil%20erosion.
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Client engagement — engagement pathways and actors Bt Banking
gag gag P y

Characteristics and considerations for banks engagement

Engagement pathways and
actors
SHF
Client- based
engagement s
Large corporates
Banking Industry Bodies
and Expert Groups
Farming Organisation
and Associations
System- Regulators or Monetary
based .
Authorities
Engagement
Government

Local Authorities

Typically high-volume, diverse stakeholder group, requiring significant outreach and engagement capabilities
to successfully engage. Partnership with specialist organisations may be beneficial to banks with SHF client
engagement

May carry significant upstream and downstream value-chain dependencies, increasing the imperative behind
effective Exposure, Sensitivity and Vulnerability assessment in In-depth Due Diligence

May operate vertically integrated value chains, owning the operating entities across the value chain, providing
resiliency in some contexts but also potentially increasing concentration risk in others

Banking Industry Bodies and Expert Groups that engage with Government and Local Authorities, providing
bank Agriculture A&R finance experiences and perspective to inform government/authority policy

Substantial advocacy body across markets, campaigning for farms and farming welfare, and improved economic
outcomes for farmers. Can be an effective working group partner for banks to understand industry challenges and
needs — may intersect with Banking Industry Bodies and Expert Groups depending on market context

Existing financial and operational oversight function which can be leveraged to highlight observed Agriculture
sector A&R financing challenges and needs at a national governance level

National Adaptation Plans may act as a reference point to inform Agriculture A&R portfolio and product
strategy, and align with national targets

Engaging with Local Authorities to validate and ensure appropriate service provision for Agriculture
stakeholders across the value chain

unepfi.org | 14
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Client engagement — implementing the PRB approach

PRB client engagement
cycle

Implementing support plan by
Defining support plan designing products and Monitoring
services

Scene setting and opening Needs assessment and
dialogue awareness raising

Principles for

Institutional strategy for client
Responsible Banking: d
ek Bopding. engagement

Cycle

Implementing

support plan Defining
by structuring support plan
products and

process

= i
e prmirie
\ Ongoing Client [ Individual client engagement

C ]

unepfi.org | 15




UN ¢

environment finance
programme initiative

Principles for

Client engagement — implementing the PRB approach Respansible Bariking

EXAMPLE: Resilience-linked loan development in horticulture —
actors and activities across the engagement cycle (hypothetical) and risk assessment

PRB client engagement
cycle

Implementing support plan by
Defining support plan designing products and Monitoring
services

Scene setting and opening Needs assessment and

dialogue awareness raising

Worked example

approach
@ g, Ol PCR. assessment Scene setting and opening Needs assessment and L Impl. support plan by
O & and Adaptation strategy : o Defining support plan ) SR
> o dialogue awareness raising designing prod. and serv.
Own development
Undertaking portfolio PCR Laying out broader Defining materiality with the Adaptation action plan Individually structured finance  Tracking company-wide agri-
c identification and vulnerability context of agri client, and activities in scope development in collaboration products/solutions focused orn  risk governance and reporting
~ .5_3 2} assessment, followed by assets and cost of inaction for ~ for adaptation action with client agri-resilience expectations against a set of KPIs across a
S s ; development of adaptation clients alongside regulation w pre-agreed timeline
o g Q| strategy to manage identified  and disclosure expectations - S (o) %Zl:: n SNWRP | e oo — & .
. . N e ears = = European
-(% risks and racuiramants Kenya National Adaptation Plan - ’ = = Commission |
EG U E‘é;‘;’éi?,{‘ces ABC FMO 2015-2030 ‘5
: Bank e A kenya \\\\ VM,
Providing scientific input on Bank KENAFE flower council CGIAR
ph¥3|clgl climate risks to Scoping potential resilience- Defining locally relevant Providing input on Providing implementation Monitoring adherence to:
agrict Climate Boiids linked loan opportunities and resilience metrics and horticulture sector needs and guidance for setting resilience - EU taxonomy and reporting
engaging with partners. Ensuring targets for sustainability- opportunities for resilience- KPIs, based on expertise and standards
Defining A&R criteria specific to E)Orlc‘);::lgfz are bankable/risk- linked loans linked Iend/ng_‘ contextual piloting/research - ICMA SLL principles

horticulture aligned with nationaf— —=——*~——————————— — — T — — — — — —
taxonomy

unepfi.org | 16
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Managing identified risks Responsible Banking

[ - / ./"v‘%
e g 74 -
: ~ _ UN®

. environment
., Programme

Accept Avoid
Absorb climate-related losses from credit Withdraw from certain communities or entire
defaults or delinquencies in own balance sheet regions which are highly exposed to physical

climate risk, either temporarily or permanently

finance
" initiative

Adapt Transfer

Increase resilience against specific natural Hedge potential losses from loan
perils, either through community infrastructure defaults or delinquencies to protect the
or site-specific modifications own balance sheet as well as providing
financial relief services to borrowers

)

: W
Ay N
o 'kll.anaging physi
- climate-relate

» Avoid divestment; instead, support resilience measures, such as — zﬁcﬁ‘i?ﬁ‘gk
business planning for relocation in vulnerable regions. o e

» Promote financial innovation to mobilize additional capital for
adaptation.

May 2024 ;

» Prioritize “no regret” activities that benefit adaptation and do not
harm other sustainability objectives.

* Ensure transparency and accountability in monitoring progress

against targets. _
unepfi.org | 18




As per our previous sector examinations, banks must develop

A&R informed Agriculture portfolio strategy and assess
financial products to address true client needs

Current Ag.-related financial product

E< &l

Term Loans

Short to long-term loans for agriculture
investments

Working Capital Loans
Short-term loans for operational expenses

Warehouse Receipt Financing

Loans secured by stored agricultural
commodities

Agriculture Insurance
Crop, livestock, and weather index insurance

Derivatives
Hedging instruments for managing price and
weather risks

Green Loans
Financing for environmentally sustainable
practices

Sustainability-Linked Loans
Interest rates tied to sustainability performance

Portfolio strategy development

Integrate climate risk assessments and scenario
analysis to identify crops and regions most
vulnerable to physical climate risks

Develop adaptation finance strategies to support
farmers in adopting agricultural resilience
opportunities

Align lending portfolios with national/regional
adaptation plans and NDCs (Nationally Determined
Contributions) that include agriculture as a key
sector

Review and incorporate the resilience components
of transition plans, including those of bank
counterparties, to ensure alignment and support
for their adaptation efforts across the portfolio

Set targets for climate-smart agriculture and
livestock financing, balancing transition and
physical risk realities

Partner with research institutions to identify and
pilot innovative adaptation solutions across
contexts

UN &

environment finance
programme initiative

Principles for
Responsible Banking

lllustrative Output — Crop
Production

Development of credit scoring
models that incorporate physical
climate risk factors, such as
drought frequency and water
stress, to assess the
creditworthiness of borrowers in
water-intensive crops like
sugarcane.

unepfi.org | 19
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Taxonomies are key to identify opportunities and assess

transactions

National taxonomies

Top-down

Duplicated from existing taxonomies and adjusted for local
needs.

Bottom-up

Developed in partnership with local industry associations, public
administrations, NGOs, community groups to incorporate
national priorities.

The Arab Republic of
Egypt

Sovereign Sustainable Financing Framework
November 2022

-
n

South African Green Finance Taxon§
1* EDITION

March 2022

programme initiative

International taxonomies

Financial product-specific
Developed to meet needs of specific financial products, such as
fixed income products, credit lines

Sector specific

Often developed by industry bodies to deliver specific sectoral
needs

Seoepenas @UNDRR NIIDB

7 KLIMAATADARTATIE\ I

FRAMEWO
FOR CLIMA
ADAPTIVE |
BUILDINGS

Resilience
TaXOHOmy
Methodology

VERSIE 1.0

Deel 3: Strategie en maatregelén \

Principles for
Responsible Banking
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Taxonomies are key to identify opportunities and assess
transactions - CBRT

How to apply

the Resilience Debt issuances N

Taxonomy (bonds and loans) Other applications
Resllience T ity

Climate Bonds Taxonomy

Key eligibility (i (2 L2 ]

requirements

The investment It manages Does no significant
In general, an investment makes a Substantial any potential harm to climate
' Contribution to maladaptation change mitigation

is eligible under the CBRT
if it complies with the
following:

climate resilience. risks. objectives.

+  The CBRT aims to accelerate global capital flow
into resilience investments by offering clear
definitions, science-based criteria, and a common
framework, facilitating the identification and
development of impactful adaptation and resilience
(A&R) projects.

See Climate Bonds Resilience Programme | Climate Bonds Initiative

Regulators, Ministries,
Treasuries, State-owned
Enterprises

Financial
institutions

Banks, Investors,
Asset Managers

Real economy
entities

Corporates and other
non-financial businesses,
etc.

Support issuance of
sovereign, sub-sovereign,
corporate, or Fl debt that
credibly builds resilience.

Guide investors and
underwriters to assess the
credentials of resilience
debt issuances.

and investments in resilience.

Direct fiscal incentives to investments in
resilience.

Support the development of national and
regional taxonomies and standards on
AZR.

Guide investors on how to assess the
credibility of resilience investment
opportunities .

Underpin the design of financial services
and products that are taxonomy aligned
(investment funds, etc.).

Support DFls in identifying resilience

investments for concessional finance
and derisking.

Inform corporate strategic decision-
making, reporting and disclosures.

unepfi.org

| 21
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Taxonomies are key to identify opportunities and assess
transactions - CBRT

Resilient infrastructure

Infrastructure that provides
essential services on which
populations and wider economic
activity depend

Building the climate resilience of
essential infrastructure services so
that the reliability, safety, access
and affordability of these services
are not adversely affected

:(A'A'AVA'A)A

Resilient food systems

Systems for the production and
provision of food and other
related products.

Building the climate resilience

of agrifood systems and supply
chains so that the provision,
availability and affordability

of nutritious food and related
products, as well as food security,
are not adversely affected.

Human settlements whether
large (e.g. cities) or small (e.g.
villages), urban or rural.

Building the climate resilience
of cities and settlements so that
the well-being, safety, security,
livelihoods and economic
potential of inhabitants is not
adversely affected.

See Climate Bonds Resilience Programme | Climate Bonds Initiative

Resilient social systems

Systems and services for ensuring
social well-being, safety and the
creation/protection of social capital
across populations

Building the climate awareness and
climate resilience of social systems

and services so that populations,
communities, households and individuals
are better prepared for and able to cope
with climate change impacts.

Systems, facilities, services
and capacities for protecting
and improving human health
and respand to new health
challenges and emergencies.

Building the climate resilience of
healthcare services and facilities
so that they can respond to
climate-driven health priorities
and minimise adverse effects of
climate on human health.

Resilient natural systems

Terrestrial, freshwater, coastal
and marine ecosystems, the
biodiversity they support and the
natural capital and ecosystem
services that they provide.

Building the climate resilience of
natural ecosystems (e.g. forests,
grasslands, aquatic, etc.) so that
their intrinsic biodiversity, natural
capital, ecosystems services

and cultural significance are
maintained and/or enhanced.

¥

Industrial and commercial
operations encompassing extractive
industries, manufacturing and
service-based industries.

Building the climate resilience of
industrial and commereial operations
and supply chains so that their
economic output, aperational safety,
affordability of products and services
and the provision of employment are
not adversely affected.

&

unepfi.org | 22
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Climate Bonds Resilience Taxonomy: Agrifood Insight
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PRIMARY Climate
Resilience Theme

Resilient Agri-food
Systems

Resilient Agri-food
Systems

Resilient Agri-food
Systems

Resilient Agri-food
Systems

Resilient Agri-food
Systems

Resilient Agri-food
Systems
Resilient Agri-food

Systems

Resilient Agri-food
Systems

Resilient Agri-food
Systems

PRIMARY
Sector

Agricultural
production

Agricultural
production

Agricultural
production

Agricultural
production

Agricultural
production

Agricultural
production
Agricultural

production

Agricultural
production

Agricultural
production

PRIMARY Sub-
sector

Crop production

Crop production

Crop production

Crop production

Crop production

Crop production

Crop production

Crop production

Crop production

Agri-food logistics,
processing & retalil

Agri-food logistics,
processing & retalil

Agri-food logistics,
processing & retail

Agri-food logistics,
processing & retail

Agri-food logistics,
processing & retalil

Agri-food logistics,
processing & retail
Agri-food logistics,
processing & retalil

Agri-food logistics,
processing & retail

Agri-food logistics,
processing & retalil

SECONDARY Sector

Investment

Conducting R&D for new

cultivars

Creation of cool farm
workforce shelters and

housing

Field testing new crop

cultivars

Implementation of

controlled environment

agriculture with
cooling/ventilation

Installation of upgraded
seed storage capacity

Investment

ype

Adapting
Measure

Adapting
Measure

Adapting
Measure

Adapting
Measure

Adapting
Measure

Installation of HVAC and Adapting
cooling systems in storage Measure

spaces

Scaling up production for Adapting

new cultivars

Measure

Upgrading harvested crop Adapting

storage

Measure

Constructing / expanding / Adapted

operating / upgrading
agricultural production

assets

Activity

Climate Hazard
Consequence

Suggested screening criteria [all TBC by
TWG]

Total expected yield performance under [x]JoC Heat Stress
increase in temperatures against business as
usual

Temperature reduction potential of [x]oC/m2
against business as usual

Heat Stress

Total expected yield under [x]JoC increase in  Heat Stress

temperatures against business as usual

Temperature reduction potential of [x]oC/I Heat Stress

against business as usual

Amount of seeds stored in stable temperatures Heat Stress
[x]kg against business as usual

Temperature reduction efficiency of [xJoC/m2 Heat Stress
against business as usual

Total expected yield under [x]oC increase in  Heat Stress

temperatures against business as usual

Heat resistance of crop storage unit materials Heat Stress
in [x]JoC/t against business as usual

Integration of investment-appropriate Heat Stress

measures for hazard resilience

unepfi.org | 23
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Addressing Negative Impacts: Maladaptation and DNSH

« Screen adaptation projects for potential social and
environmental harm, considering "leave no one
behind" and DNSH principles.

« Maladaptation can result in adverse impacts like
increased vulnerability, enforced migration, and
loss of biodiversity.

« Use scenario analysis and maladaptation
checklists to assess risks and avoid negative
outcomes.

» Consider impacts on vulnerable communities and
ecosystems, and ensure consistency with long-
term adaptation goals.

« Screen for high-regret themes like land and water
misuse in adaptation measures.

unepfi.org | 24
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Building Capacity and Embedding Safeguards

* Raise awareness of maladaptation, DNSH, and
“"leave no one behind" concepts in decision-
making.

+  Embed these concepts into transaction screening
and due diligence processes.

* Conduct comprehensive environmental and social
assessments to identify risks of maladaptation.

« Engage local communities in designing adaptation
measures and ensure inclusion of vulnerable
groups.

- Evaluate long-term sustainability and alignment
with adaptation goals under different climate
scenarios.

unepfi.org | 25
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Practice target setting

‘ >
-

-

f

.

« Climate change will impact all sectors and
geographies to differing extents.

« So even if climate adaptation is not your PRB
key impact area, we still recommend you set
practice targets to identify the risks and develop
a plan to address those risks

* This should help you to work more strategically
on the area.

unepfi.org | 27
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Practice target setting - considerations

Set targets at portfolio level or prioritize segments with high physical risk
impacts.

Prioritized segments should align with the bank’s business model and
portfolio concentrations.

Define target segments by regions, sectors, or client types.

unepfi.org | 28



UN &

environment fiqqnqe
programme initiative

Principles for
Responsible Banking

Practice target setting - considerations

- Three key types of practice targets:

— internal business
6 policies/processes client engagement opportunities/financial
— flow.

¥
s

- Headline targets should reflect outcome goals in business opportunities, financial flows, and client
engagement.

* Physical risk assessment and management are crucial for banks in the early stages of adaptation.

unepfi.org | 29
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Practice target  Purpose Guiding examples
Strategy/ Process for assessment and Early stage:
Internal policies | disclosure of climate impacts Physical risk assessments completed for X%
;rilsdkprocesses— and resilience plans. of (the relevant) portfolio.
assessment Adaptation Strategyfplarils Physical risk assessment integrated in risk
and included in the banks’ climate management policies and processes.
management tprglri‘fii;?n or sustainability More mature:
Proportion of portfolio (%) highly exposed to
key indicators of physical risks, by geography/
sector.
Adaptation/resilience incorporated in climate
transition plans or sustainability strategy and
approved by Senior Management.
Strategy for business opportunities and
product development in high-risk sectors and
regions.
The examples above are illustrative; banks will individually set appropriate targets to reflect scope, portfolio context
and maturity level, for against their business and regional context. unepfi.org | 30
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Practice target setting - considerations

« Three key types of practice targets:

— internal business
0O policies/processes client engagement opportunities/financial
— flow.

¥,
) g

- Headline targets should reflect outcome goals in business opportunities, financial flows, and client
engagement.

*  Physical risk assessment and management are crucial for banks in the early stages of adaptation.

unepfi.org | 31
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Practice target setting — client engagement

Practice target = Purpose Guiding examples

Client Gather information on risks and | Early stage:

Engagement OppDr’[unities, and make C|iE‘n’[S X engagements with Clien’[s with h|gh|y
aware of risk mitigation and exposed assets, to incentivise climate resil-
resilience options. ience measures.

More mature:

% increase of clients with adaptation and resil-
ience strategies in place.

The examples above are illustrative; banks will individually set appropriate targets to reflect scope, portfolio context and maturity level,

for against their business and regional context.
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Practice target setting - considerations

- Three key types of practice targets:

client engagement W

- Headline targets should reflect outcome goals in business opportunities, financial flows, and client
engagement.

business
opportunities/financi
flow.

internal
policies/processes

¥,
) g

Ol
:

*  Physical risk assessment and management are crucial for banks in the early stages of adaptation.

unepfi.org | 33
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Practice target setting — business opportunities / financial

flows

Practice target Purpose Guiding examples

Business Shift financial flows towards Early stage:

e adaptation aligned activities, Integration of adaptation in product develop-
and financial by mobilising finance towards ment processes for high impact regions or
flows climate-resilient development sectors.

and mitigating high exposures

. : More mature:
to physical risk.

USD X million/billion adaptation finance
mobilised towards adaptation as identified by
state-of-the-art taxonomies.

Increase in % of property, infrastructure or
other alternative asset portfolios with adap-
tation measures or insurance in areas subject
to high physical climate risk.

The examples above are illustrative; banks will individually set appropriate targets to reflect scope, portfolio context and

maturity level, for against their business and regional context.
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Looking at our examples from another angle —
“evolution” of targets

Risk assessment
Early stage

Physical risk assessments completed for X% of
(the relevant) portfolio

Client Engagement
Early stage

X engagements with clients with highly exposed
assets to incentivise climate resilience measures

Business opportunities and
financial flows

Early stage

Integration of adaptation in product development
processes for high impact regions or sectors

UN &

environment
programme

Principles for

More advanced

Proportion of portfolio (%) highly exposed to key
indicators of physical risks, by geography/sector.

More advanced

% increase of clients with adaptation and
resilience strategies in place

More advanced

USD X million/billion adaptation finance mobilised
towards adaptation as identified by state-of-the-
art taxonomies

finance
initiative

Responsible Banking
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Practice target setting — what makes a target good?

They are specific,
measurable,
achievable, relevant,
and time-bound
(SMART), reflecting
short to medium
term actions vs. long
term strategic
objectives.

Align with National
Adaptation Plans or
other regional and
international
frameworks, which
must be disclosed.

Specify the scope of
the portfolio they
apply to (e.g.,
sectors, regions and
clients).

Track progress in
managing the
Impacts of climate
change vs. the
baseline and have
measurable KPIs to
monitor progress.

Principles for
Responsible Banking

We'll look at some indicators to support you in
developing KPIs later during this workshop.
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What are the main challenges for your
bank in designing internal policies for
climate adaptation?

@ Start presenting to display the poll results on this slide.



. Please download and install the Slido
slido

app on all computers you use

What is the biggest challenge for
your bank in engaging clients on
climate adaptation?

@ Start presenting to display the poll results on this slide.



. Please download and install the Slido
slido

app on all computers you use

How could your bank support
clients in building climate
resilience?

@ Start presenting to display the poll results on this slide.



. Please download and install the Slido
slido

app on all computers you use

What are the key barriers for your
bank in offering adaptation-related
financial products?

@ Start presenting to display the poll results on this slide.
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« The Guidance provides a framing for the use of impact targets, i.e. targets to increase
positive impact and decrease negative impact, in alignment with the relevant science-
based policy frameworks and international agreements.

» Such approaches have been outlined in guidance for development agencies,
development banks and impact investors, which have dual impact-profit objectives.

« Banks could take this approach in a second stage in the progressive approach to target
setting.

* Impact targets should be set using the impact indicators which measure the impact of
the bank’s portfolio (impact on climate adaptation and resilience of the bank’s clients
and assets).

« Impact targets should be SMART targets against baseline: Specific, Measurable
(qualitative or quantitative), Achievable, Relevant and Time-bound

« Banks setting targets for adaptation and resilience are encouraged to take a holistic
approach, considering nature and social impacts.
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Portfolio level impact targets are challenging

Potential impact targets might include:

Measures of reduction in vulnerability and impacts to climate hazards for people, societies
and ecosystems (e.g. cubic tons of water stored and treated in a drought prone area, number

of people benefiting from resilience measures infrastructure, etc.)

.... but identifying portfolio level impact targets is more challenging
- Hazards have different implications on different regions and sectors
- Cross-sectoral aggregation challenges (e.g. water storage and management vs.
resilient crops or technologies for early warning systems for cyclones)

- Several ongoing initiatives are working on developing standards, metrics and frameworks fo
on climate resilience (ARIC, CBI, GRII, GIIN, etc.)
- Adaptation and resilience impacts at systemic level

Detailed guidance on impact targets and indicators not in scope of this initial target
setting guidance.
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Key Considerations for Impact Targets

* Impact targets aim to increase positive impacts on climate
resilience and reduce negative impacts like maladaptation
and Do No Significant Harm (DNSH).

* Positive contributions focus on benefits beyond
reducing risks for financed activities, such as community
or ecosystem resilience.

A Framework and Principles for

(limate Resilience Metrics
in Financing Operations

* Measuring positive impact is challenging due to factors
like economic development, technological change, and
lack of universal indicators.

::::::::::

+ Portfolio-level impacts rely on detailed sectoral and Resilience
regional assessments. Rating System

* Development financial institution and impact investor
frameworks can be useful for impact measurement.

Global Impact Investor Network IRIS+ World Bank Resilience Rating System
A&R Metrics

A Framework and Principles for Climate Resilience Investments in
Climate Resilience Metrics in Solutions Principles (CRISP)

Financing Operations (iadb.orq)
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Positive Contribution - Key Metrics

Reduced climate vulnerability:

» Track percentage of people/assets with lower vulnerability due to adaptive measures.

Increased climate resilience:

» Monitor people/assets able to withstand and recover from climate impacts via resilience measures.

Improved adaptation outcomes:

» Track progress in specific projects, e.g., flood protection, crop loss reduction, or water savings.

» Asset or sector-level tracking provides a foundation for measuring adaptation benefits.

« Consider secondary tracking of finance mobilized towards adaptation solutions.
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PRB’s approach to practice and impact targets

Piloting impact

Current status e slosics

Practice Impact ‘ Practice Impact
targets targets targets targets

To address challenges due to data and maturity of the impact frameworks on adaptation and
resilience, banks may take the progressive approach.

- Set targets by starting with practice targets (client engagement, portfolio composition & financial
targets).

- ldentify adaptation & resilience actions, measures activities in alignment with taxonomies
« Action plans and KPIs can be based on practice targets.

- Explore and pilot impact measurement for eventual reporting on impact - may be necessary
when co-financing with development finance institutions or impact investors.
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Your bank may develop dedicated adaptation plans or incorporate adaptation into the climate

transition or sustainability strategies.

Action plans provide a clear roadmap for achieving adaptation targets, while KPIs track progress and

indicate needed adjustments.
An effective action plan could include the following elements:

Set science-backed targets, Ensure accountability through

governance, defining
responsibilities, and aligning
culture and incentives with
strategic goals.

aligned with government Translate strategic goals into
priorities, to enhance concrete, short-term steps
resilience across the with clear action and resource
business, clients, plans.
stakeholders, and economy.

Use measurable KPIs and
milestones to assess
progress and adjust for future
iImplementation periods.
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Cimate change Transition plans vs. Adaptation plans

Mitigation Adaptation

Focus

Reducing greenhouse gas emissions and
limiting global warming.

Managing the risks and impacts of climate
change.

Timeline

Typically focused on the long term, with
a goal of achieving net zero emissions
by 2050.

May have a shorter-term focus, depending
on the specific risks and impacts that the
organization is facing.

Scope

Typically focuses on the bank’s lending
to businesses and sectors that are high
emitters of greenhouse gases.

May focus on a wider range of businesses
and sectors. This is because the impacts
of climate change are already being felt
around the world, and businesses in all
sectors are facing some level of risk. In
developing countries, focus on sectors key
to the economy, especially under-diversi-
fled economies.

Goal

Support clients in the transition and shift
its lending to businesses and sectors
that are supporting the transition to a
low-carbon economy.

Could include exclusions of certain activ-
ities, or participation in managed phase-
out programmes.

Help clients to manage these risks and
build resilience.

Exclusions are not recommended as they
will further increase existing vulnerabilities,
at the detriment of developing countries.

UN &
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Indicators for action plans

A set of core indicators were developed by UNEP FI which can be used by your bank in setting your own adaptation

specific KPIs.
Action

Internal policies
and processes

Output

ART1 Indicator: Climate Resilience Strategy, incl.
client engagement guidelines, policy advocacy,
target setting, internal incentives etc.

Outcomes

Impacts

Internal policies
and processes
(continued)

Description: This indicator assesses whether
the bank has a climate resilience strategy in
place that includes client engagement guide-
lines, policy advocacy, target setting, and
internal incentives.

AR2 Indicator: Target(s) set for A&R (y/n)
Description: This indicator assesses whether

the bank has set targets for its adaptation and
resilience (A&R) efforts.

Business opportu-
nities and financial
flows

AR3 Indicator: Proportion and USD amount of
portfolio (%) with high physical climate risks
by geography/sector

Description: This indicator measures the
percentage of the bank’s portfolio that is highly
exposed 1o key indicators of physical risks,
such as flooding, drought, and sea level rise.

ARG Indicator: Proportion and
USD amount of assets (%)
exposed to physical risk aligned
with climate adaptation and
resilience objectives

Description: This indicator
measures the percentage of
assets exposed to physical risk
that are aligned with the bank’s
climate adaptation and resilience
objectives.

AR7 Indicator: Investment in
climate adaptation (USD)

Description: This indicator
measures the bank’s investment
in climate adaptation, aligned
with its climate adaptation and
resilience objectives.

AR9 Indicator: change in proportion of portfolio
(%) and USD amount highly exposed to key indi-
cators of physical risks, by geography/sector
Description: This indicator measures the change
in percentage of the bank’s portfolio that is highly
exposed to key indicators of physical risks, such
as flooding, drought, and sea level rise. The
indicator should be combined with ARG and AR7
and focus on reduction via positive adaptation
impacts, aligning with a just transition.

AR10 Indicator: Quantified resilience outcomes
Description: This is a placeholder for a range of
indicators measuring the quantified impact of
the bank’s adaptation investments on resilience
outcomes,?* such as water savings, $ resilience
benefit, or # people with increased resilience.
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Indicators for action plans

A set of core indicators were developed by UNEP FI which can be used by your bank in setting your own adaptation specific KPIs.

Action Output Outcomes Impacts

Client engagement = AR4 Indicator: Number of engagements with | ARS8 Indicator: % of clients with
clients with highly exposed assets that have adaptation and resilience strate-

incentivised climate resilience measures gies in place
Description: This indicator measures the Description: This indicator
number of engagements that the bank has measures the percentage of the
had with clients with highly exposed assetsto | bank’s clients that have climate
incentivize climate resilience measures. adaptation and resilience strate-
gies in place.
Advocacy ARS Indicator: Number of policy advocacy

engagements conducted including climate
adaptation and resilience as a topic

Description: This indicator measures the
number of policy advocacy engagements that
the bank has conducted on climate adaptation
and resilience.
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« Climate resilient development reduces vulnerabilities
and is linked to mitigation, nature, and socio-
economic development.

- Seek adaptation solutions with co-benefits aligned
with net-zero goals, biodiversity frameworks, and the
SDGs.

« Consider synergies and trade-offs with mitigation,
nature, and socio-economic development at both
portfolio and asset levels.

* Ensure strategies avoid maladaptation and support
national adaptation goals.

* Long-term, systemic impacts should be
acknowledged, balancing co-benefits with trade-offs.

« Understanding and quantifying interlinkages is
ongoing, but adaptation often yields positive
synergies.
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Interlinkages with climate change mitigation

+ Climate change mitigation reduces climate change
severity, making adaptation easier and more affordable.

- Adaptation measures, like seawalls, reduce the costs of
climate impacts, making mitigation efforts more feasible.

¢ Climate-resilient development aligns with growth _
objectives, ensuring vulnerability reduction without altering
development strategies.

* Many actions, such as energy efficiency and renewable
energy, provide dual benefits for both mitigation and
adaptation.

+ Sectors like energy, agriculture, and urban planning offer
co-benefits, such as emission reduction, climate
resilience, and health improvements.

« Careful planning is essential to avoid trade-offs related to
land, water, and energy use in these sectors.
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Interlinkages with Climate change mitigation

Business as usual Mitigation only Adaptation only Adaptation & mitigation
i.e. no mitigation or i.e. greenhouse gas I.e. adjustment to actual I.e. carbon emissions reduction
adaptation efforts emissions reductions expected climate and its effects and adjustment to actual or

expected climate and its effects

Vulnerability ' Vulnerablllty ﬁ VuInerablllty / Vulnerability
Hazards " Hazards Hazards Hazards
\jposure f Exposure Exposure \j('posure
f direct negative effect ﬁ indirect effect direct positive effect
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Interlinkages with nature

* Protecting and restoring nature enhances resilience for both
human settlements and ecosystems.

 Adaptation efforts also support biodiversity, land, forest, and
water preservation.

 Banks can prioritize projects that intersect nature and
adaptation, driving business development and financial
innovation.

* Nature-based solutions (NBS) address climate and biodiversity
crises synergistically, offering cost-effective ways to mitigate
and adapt to climate change.

* NBS, such as sustainable agriculture, water management, and
urban planning, can be incentivized through specific financing
targets for adaptation projects.

- Long-term trade-offs, like balancing green and gray
infrastructure, must be considered to maximize effectiveness
and minimize negative impacts.
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Key recommended adaptation actions

a

Governance

Integrating climate adaptation
considerations in internal strategy,

policies, and processes, including risk
: assessment and management

UN &

environment
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initiative
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Client engagement

Client engagement to improve
assessment of physical risk impacts and
identify risks and opportunities, such as
new product development

mm Mobilising finance

Identifying business opportunities and
financial flows to support mobilisation
of finance towards climate resilient

development

Policy Advocacy

Through advocacy, influence policy
makers and regulators efforts to create
an enabling environment for financing
climate resilient development
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«  We recommend developing climate adaptation
strategies, incorporating targets, action plans, and
KPIs for progress monitoring, prioritising the most-at-
risk parts of the portfolio.

« Training staff across all departments on physical risk
and adaptation can help to bridge the gap between risk
management and adaptation goals.

*  Risk management policies, including credit risk, may
conflict with adaptation objectives and need alignment.

- Banks should clearly define their risk appetite
concerning climate change. This includes specifying
what level of physical climate risk they are willing to
accept and under what conditions.

- Forward-looking risk assessments should account for
adaptation measures clients are implementing.
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Key recommended adaptation actions

mm Governance Client engagement

Integrating climate adaptation
considerations in internal strategy,
policies, and processes, including risk
assessment and management

Client engagement to improve assessment
of physical risk impacts and identify risks

and opportunities, such as new product
development

Mobilising finance Policy Advocacy

Identifying business opportunities and Through advocacy, influence policy makers
financial flows to support mobilisation of and regulators efforts to create an
finance towards climate resilient enabling environment for financing climate
development resilient development
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Client engagement

Educate clients on climate risks and adaptation strategies by
providing data, tools, and transparent risk assessments across short-
and long-term horizons.

Offer financial incentives like lower interest rates, longer repayment
terms, or access to green finance products to encourage clients to
improve their climate adaptation practices.

Assist in developing climate adaptation plans by helping clients
identify specific risks and structuring financing solutions for short,
medium, and long-term adaptation needs.

Focus on clients in developing countries or vulnerable sectors by
providing dedicated training for client-facing teams on climate impacts
and business development opportunities.

Develop a sector-specific engagement plan using tools like
guestionnaires and collaboration with industry associations to tailor
adaptation strategies for different client segments.

UN &
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Principles for
Responsible Banking:
Guidance for banks

Recommended additional resource:

Guidance on Client Engagement
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Key recommended adaptation actions

mm Governance Client engagement

Integrating climate adaptation Client engagement to improve
considerations in internal strategy, assessment of physical risk impacts and
policies, and processes, including risk identify risks and opportunities, such as
assessment and management new product development

Mobilising finance Policy Advocacy

|dentifying business opportunities and Through advocacy, influence policy
financial flows to support mobilisation makers and regulators efforts to create
of finance towards climate resilient an enabling environment for financing

wpment // climate resilient development
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* Banks' role in adaptation finance:
o Financing projects through green and sustainability frameworks.
o Challenges include tracking and formal identification of adaptation-related finance - taxonomies

* Opportunities for banks:
o Identify financial solutions to clients for resilience building.
o Support blended finance structures through collaboration with public and private sectors.

» Facilitating climate resilience financing:
o Offer tailored solutions to corporate, retail, and SME clients.
o Partner with investors and public finance to develop adaptation instruments.
o Advocacy and collaboration: Engage with regulators, policymakers, and knowledge-sharing initiatives.

« Tracking and disclosure:
o Develop harmonized systems for identifying and labeling adaptation finance.
o Align with frameworks such as TCFD and ISSB to boost transparency and confidence.

Principles for
Responsible Banking
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Product design — incentivising adaptation action

* Incentivizing resilience through loan terms:

Temporary interest rate reductions for activities
enhancing climate resilience (e.g., green
mortgages, sustainable agriculture loans).

» Credit expansion for resilience investments:

Grace periods or bridge loans for transitioning to
resilient infrastructure (e.g., regenerative
agriculture).

Letters of credit to fund adaptation projects and
manage short-term profitability impacts.
« Sustainability-linked loans:

Interest rates tied to performance against
environmental and social KPIs (e.g., water
leakage reduction, access to clean energy).

* Pooling small clients for scale:

Investment funds targeting climate resilience
technologies.

Securitization of pooled adaptation loans for risk
management.

Debt financing

Equity financing

Risk management

Wealth management/impact
investment

« Bonds: (Green, sustainability,

blue, social)

= Sustainability and sustain-

ability linked loans

» Green loans (Corporate and

retail)

« Credit lines/facilities
» Project finance

« Transaction finance

» Structured products

« Venture capital (e.g.,

Lightsmith Group adaptation
fund®)

o Letters of credit

» Credit guarantees

« Bridge loans

» Insurance (incl. embedded

insurance)

UN &
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= Resilience bonds (g,

EBRD,? California bond issu-
ance® programme)

« Green securitisations
« Debt for nature swaps

« ETFs and indices aligned

with climate resilient devel-
opment

=« Hedging instruments (e.q,

derivatives)

« Catastrophe bonds

« Green or ESG funds
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Governance

Integrating climate adaptation
considerations in internal strategy,
policies, and processes, including risk
assessment and management

Mobilising finance

ldentifying business opportunities and
financial flows to support mobilisation
of finance towards climate resilient
development

Principles for
Responsible Banking

mm Client engagement

Client engagement to improve
assessment of physical risk impacts and
identify risks and opportunities, such as
new product development

Policy Advocacy

Through advocacy, influence policy
makers and regulators efforts to create

-

an enabling environment for financing
f climate resilient development
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Policy advocacy — ideas & opportunities

- Reduce adaptation costs through tax incentives, reduced capital requirements, grants, guarantees, low-interest
loans, or subsidies for climate resilience projects.

* Increase availability of adaptation-related projects and financial products by prioritizing investments in green
infrastructure, green bonds, and ecosystem-based adaptation strategies.

- Establish public-private partnerships and engage the private sector in adaptation planning. Improve access to
data, support knowledge sharing, and encourage industry collaboration.

*  Promote physical risk disclosures for businesses, harmonized indicators, and resilience taxonomies.

* Research on the potential impact of specific policies on the banking sector or selected customer segments.
- Partner with industry associations or interest groups to strengthen advocacy efforts.

* Public relations and media campaigns to raise awareness and advocate for preferred policy solutions.

* Policy briefs and white papers presenting capital provider perspectives on adaptation-related policies.

« Actively participate in public initiatives, workshops, and consultations to contribute to policy development on
adaptation.
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Example: CIB

Water supply and management
Financing the construction of seawater
desalination facilities via green bonds

in Egypt

The Commercial International Bank
(CIB) issued the first corporate
green bond in Egypt in 2021, which
funded a variety of projects,
including a seawater desalination
plant that provides clean, high
quality drinkable water to
surrounding communities in the
Red Sea, Egypt.

The desalination plant produces
7.3 million m?3 of desalinated water
per year, noting the bank’s green
bond framework includes volumes
of water managed and reused.

The bank includes volumes of
water treated, and wastewater
reused or avoided in its green bond
framework KPIs.

Project Summary

Climate Problem

Mitigation Opportunity

Key Economic and
Environmental Results

UN &
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This project is a seawater desalination plant that provides clean drinkable water to surrounding
communities with a production capacity of 20,000 m* per day.

According to the United Nations, Egypt might reach the state of “absolute water crisis” by 2025, with less
than 500m® per capita. Today, as a result of rapid population growth, water availability stands at 663m® per
capita, well below the critical point of 1000 m? per capita defined as “water scarcity,” in contrast to 2,526
m3 per capita in 1970. The situation is further aggravated by the tensions surrounding the Grand Ethiopian
Renaissance Dam, noting that 98% of Egypt’s fresh water is sourced from the Nile.

It is worth noting that 80% of water use goes into agriculture, a strategic economic segment that accounts
for more than 11% of its GDP. Water availability is therefore treated as a matter of national security and is
placed at the top of the Egyptian Cabinet's priorities. Heavy investments are underway under the National
Water Plan 2017-2037 forecasted at USD 50 billion. USD 1.1 billion of contracts have been awarded in

the field of water treatment from 17 January until 18 August (55% greater than awards in 2015 and 2016,
totaling USD 640 million).

The project provides a water treatment capacity of 20000 m3 per day by establishing a seawater
desalination plant to provide clean drinkable water to surrounding communities.

. Project: Sea Water Desalination Plant

*  Use of Proceed: Adaptation

*  Location: Red Sea Egypt, Egypt

Economic and Environmental Impacts Indicators:
0 Loan Amount: 45,000,000 EGP

0 Desalinated Water: 7,300,00 m?*/year
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Exam P le: CIB Respansible Banking

Water supply and management
Financing the construction of seawater
desalination facilities via green bonds in

Egypt

* The Commercial International Bank (CIB)
issued the first corporate green bond in
Egypt in 2021, which funded a variety of
projects, including a seawater
desalination plant that provides clean,
high quality drinkable water to
surrounding communities in the Red Sea,
Egypt.

* The desalination plant produces 7.3
million m3 of desalinated water per year,
noting the bank’s green bond framework
includes volumes of water managed and
reused.

* The bank includes volumes of water
treated, and wastewater reused or
avoided in its green bond framework
KPIs.

https://www.cibeg.com/-/media/project/downloads/about-cib/cib-corporate-responsibility-formerly-community/cib-impact-green-bond-v8-1-002.pdf unepfi.org | 68
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Example: Standard Bank

Green bonds for sustainable student accommodation in Kenya

« Standard Bank Group, via Stanbic Bank Kenya Limited and SBG
Securities Limited, acted as lead arranger and placing agent on a green
bond for Acorn, a developer, operator and asset manager of rental
housing in Sub-Saharan Africa.

» This debut green bond in Kenya has been certified as green by the
Climate Bonds Standard as it meets international green building
standards, which are designed to achieve savings on energy usage and
water consumption through the building materials used.

* Funds will be used to construct six purpose-built student accommodation
properties in Nairobi with a capacity of over 5,000 beds to address the ACORN GREEN BOND REPORT
shortage of student accommodation in a sustainable manner

Annual Post-Issuance Report and Assurance
Opinion

OCTOBER 2020

Acorn-Green-Bond-Post-Issuance-Report-2020.pdf
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As at October 2020, Acorn had one issued and outstanding green bond which is certified in Project Name Asset Green EDGE ~~  Energy Water  Embodied
compliance with the Climate Bonds Standards. The drawn down proceeds have been fully Location tf’\i?funt ::::;t:mtmn :f;mgq Savings  [Energy
allocated to eligible assets which comprise Purpose Built Students Accommodation (PBSA) T s
projects in Nairobi. Down
(Kes.
Form Fixed rate Medium Term Notes Qwetu Wilson | Low Nairobi, ] Interim 31.42%
View Carbon Kenya certification
Buildings - received
Issue Amount Kes, 5,000,000,000 Residential (October
2019)
Amount raised Kes. 4,261,000,000 Qwetu USIU 3 | Low Nairobi, 589 Interim 23% 31% 31%
Carbon Kenya certification
Issue date 08 November 2019 Buildings - received
Residential (June 2019)
- - - Owetu USIU 4 | Low Nairobi, 299 Interim 20.38% | 30.52% | 42.62%
Final maturity date 08 November 2024 Carbon Kenya certification
Buildings - received
ISIM KEasD00007093 Residential (October
2019)
Listing Cross-listed at the Nairobi Securities Qwetu Low Nairobi, 364 I"te,"_m _ 21% 31% 43%
. . Hurlingham | Carbon Kenya certification
Exchange (MN5E) and London Stock Buildines - eived
8s recerved
Exchange (LSE) Residential (August
2019)
Assurance Certified in compliance with the Climate *Qwetu Low Nairobi, - - - - -
Bonds Standard, with assurance provided Chiromo Carbon Kenya
by DNV - GL Buildings -
: Residential
— - *Qejani Low Nairobi, - - - - -
Use of proceeds T'o finance the construction of low carbon Bogani East | Carbon Kenya
Purpose Built Students Accommodation Phase 1 Buildings -
(PBSA) projects in Nairobi, Residential

Acorn-Green-Bond-Post-Issuance-Report-2020.pdf
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https://acornholdingsafrica.com/wp-content/uploads/2021/09/Acorn-Green-Bond-Post-Issuance-Report-2020.pdf

Climate Resilience Bonds

(issued before the new CBI standards

of 2024):

Some examples from Africa

* Municipal
* Bank
« Sovereign
« MDB

See further details in source: Green Bonds for Climate
Resilience

City of Cape
Town, South
Africa

Access Bank,
Migeria

Ghana, Sovereign
Bond Issuance

Bank Windhoek,
Namibia

Seychelles,
Sovereign Bond
Issuance

Nigeria,
Sovereign Bond
Issuance

Egypt, Sovereign
Bond Issuance

AfDB
(Supranational)

UN &

environment finance
programme initiative

Principles for
Responsible Banking

Motivation for including resilience-related activities

The City of Cape Town project selection was heavily influenced by the drought event which occurred
between 2015 and 2017, leading o a majority of the proceeds to be used for water assets to build
resilience to drought impacts.

Proceeds from this bond are allocated to coastal flood defences to protect against sea level rise in
Eko Atlantic City, a new coastal urban development near Lagos. The flood defences are constructed
in a manner that protects the development against flood hazards of higher magnitudes.

The Government of Ghana's green bond aims to deliver water projects to rural and peri-urban com-
munities to reduce climate vulnerability through improved water security. The funds intend to deliver
clean drinking water to rural communities and small towns and will alleviate up to 225,000 people
from daily water poverty.

Use of proceeds are directed towards climate smart agriculture in response to climate variability. For
example, greenhouses are financed due to their lower climate-sensitivity, thereby protecting agricul-
ture yields

Seychelles has issued a blue bond to expand marine protected areas, promote sustainable fisheries
through ecosystem-based adaptation, and to build the resilience of coastal ecosysterns and the
communities that depend on therm.

The Migerian sovereign bond includes investments in sustainable agriculture, fishery, aquaculture,
forestry, and climate-smart farming.

Egypt’'s green financing instruments include six green eligible categories: renewable energy, enengy
efficiency, clean transportation, pollution prevention and control, climate adaptation, and sustainable
water and wastewater management. The climate adaptation category includes adaptation projects
across sectors including early warning systems, development of crop species resistant to salinity
and temperature increase, coastal zone management, etc

The green bond framework defines eligible projects as those that target the reduction in the vulner-
ability of human or natural systems to the impacts of climate change related risks by maintaining or
increasing adaptive capacity and resibence.
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Example: City of Cape Town Green bond

TYPE OF COUNTRY OF CLIMATE BONDS
DATE OF ISSUE INSTRUMENT SIZE ISSUE SECTOR CRITERIA
July 2017 Use of Proceeds ZAR 1bn (US$ South Africa Water, Low Carbon
Bond 76m) Transport

Context: the city experienced an unprecedented water crisis after a period of severe drought between 2015-2017.

The bond was designed based on the city’s vulnerability assessment and adaptation plan. Examples of investments:

Project 1:
Taxonomy and investment area: Water - Water capture and storage infrastructure

Project alignment: Adaptation

Criteria: The Water Criteria of the Climate Bonds Standard (V2.1), Phase 1

Basic description: Water reservoir integrity maintenance by replacement of reservoir containment infrastructure for: Project 1.1
Neptune reservoir (replacement of ineffective floating roof) and Project 1.2 Brakkloof reservoir (concrete roof replacement and
Public structural repairs)

Project Lifespan: >20yrs

Location: City of Cape Town, South Africa

Budget and period: R 4 630 527, allocated for spend FY2014 - 2017; USD 357 866 equivalent #

Phase:

Project.1.1 - Construction commencement stage with all service providers procured

Project 1.2 - Procurement of good and services

Description of Project 2:

Taxonomy and investment area: Water - Water distribution infrastructure

Project alignment: Adaptation

Criteria: The Water Criteria of the Climate Bonds Standard (V1), Phase 1

Basic description: Water Demand Management and Water Conservation program focusing on pressure management, zone metering
and valves in order to improve water management and reduce water losses through enhanced leak detection and intervention
Project Lifespan:<20yrs (evidenced)

Location: City of Cape Town, South Africa

Budget and period: R 14 694 307, allocated for spend FY2015 -2018; USD 1 135 634 equivalent #

Phase: In execution

Green definitions Nominated Water
Projects & Assets

Public
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Example: EBRD Climate Resilience Bond — Adaptation project Respansibie Banking
In Morocco

Investments in climate- Investments in climate-

Investments in climate-
( resilient infrastructure
Green Bond

resilient business and

resilient agricultural &
commercial operations

ecological systems

Climate Resilience Bonds / Green Bond Programme

o rmation Temptate * Climate-resilient water  Improving water use » Sustainable and stress-
ot name: Eurapean Bank for econstructon and Development (‘€BR0") supplies, wastewater efficiency in industry, resilient agriculture,
Date of completion o of latest update: September 2019 treatment’ water manUfaCturlng etc. |nCIUd|ng InveStmentS |n

GBP component 1: Use ofproceads

conveyance systems and « Reducing the vulnerability water-efficient irrigation,

development” IAgreemem :swnnsn ing the Bank, Arti (Ie 2 il | see Mlnw link). The "2019 Envirenmental and Social H H t t t . - t
Policy” (ESP) outines how the Bank addresses the environmental and socialimgacts of s projects, determines 10 Irri g ation SyS ems, etcC. Of b usinesses an d th eir elcC.
Performance Reguirements (PRs) that apply to projects, and emphasises that the Bank may refriln from financing 2

project an environmental or social grounds (see below link). An . o o o

Department Is responsible for the upkeep of the ESP as well as the Bank's Interpretation aﬂd compliance with the ° ‘ I m ate eS I e t al e C h a S to e t e r ' ‘ e () S Sta ab I e fo est
policy. Moreover, at COP-21 in Paris, the Bank launched a Green Economy Transition (GET) approach with a strategic I r I I n V u I n X r u I n r

target of Increasing the volume of green financing from an average of 24 per cent of EBRD annual business investment

I e 1018501035161 400r by 2020 T GET g cde e dlvn ot lngeaion electricity generation, weather events such as management,
e 00 ot g et transmission and floods, storms, droughts, reforestation, watershed

Investments that are consistent with the Climate Resilience Principles launched by the Climate aend Initiative in

e, distribution systems, etc. heatwaves, etc. management, and the

asset to climate change aver its expected operational life, and/or to contribute ta the dimate resilience bensits o the - e t' f
Ve i the st Trns par. et o CAFP iyl Fll under o ftre ctsgones: e Climate-resilient land prevention o
-climate resilient infrastructure (water, energy, transport, urban communications);

-climate-resilient business and commercial operations; and

e transport systems, ports, deforestation and soll

“Sustainability Report” (see below links).

The CRPP framework allows for refinancing of existing projects, as well as financing new commitments that meet the al rports and intermOdaI erOSIon ] etc

eligibility criteria. This appreach of including refinanced projects has been chosen as the projects in the CRPP have long
disburseme: nt periods with a significant time between signing and the first disbursement, especially in relation to trans Ort etC
infrastructure projects. Thus, as at 30 June 2019, while pro]ans in the CRPP have an average age of approximataly 3 ] -
approximately 50 per cent of the committed amounts have disbursed. Furthermare, the average term of the .

prqects n the CRPP ﬂgﬂlflcaﬂt\v exceeds that nftvpl(al bond tenorswthawe\ghled initial average term of ° U rban Infrastructu re Such
Investments in the CRPP of over 13 years. Therefare, in directing the proceeds of EBRD's Climate Resillence Bonds to a y

CRPP that covers bath rennan:mg of existing pre.e:(s 25 well as new commitments, the EBRD seeks 1o ensure that the o ano

manias are only utilised for their intended climate resilience purpesss. The CREP use of proceeds and impact reparting aS C I I m ate_ reS I I I e nt

also Includes the average age of the projects in the CRPP.

The proceeds fram all of the EBRD’s Climate Resilience Bonds are directed towards the Bank's CRPP, as provided in the

e bt s ot e A 5 e bt buildings, etc.
as per below links). The use-of-proceeds language is reviewed and revised together with the eligibility criteria on a
* Climate resilient

regular basis

- Agreement establishing EBRD

implemening s EAND Gre o T e communications
- Implementing the EBRD Green Econom:  Transition

hittps.//www.ebrd.com/cs/Satellite?e=Content& cld=13952 74396321 %2F Content%2F D

ment

infrastructure

- EBRD’s Climate Resilience Bonds Frameworks

e Saiss water conservation project (ebrd.com) unepfi.org |

e Saiss-water- conservation project — Performance report



https://www.ebrd.com/work-with-us/projects/psd/sass-water-conservation-project.html
https://www.ebrd.com/work-with-us/projects/psd/sass-water-conservation-project.html
https://www.ebrd.com/documents/donor-co-financing/morocco-saiss-water-public-apr-2020.pdf?blobnocache=true
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Example: Standard Chartered

Principles for
Responsible Banking

E:;:;grggp Sub themes Eligible activities Exclusions SDG goal Green and Sustainable
Product Framework 2023

Climate - Data driven climate monitoring solutions, such as Given the potentially Version .0

Change early warning systems, climate cbservation, systems sighificant impact

Adaptation For monitoring GHG emissions of infrastructure on

Development and/or use of information and
communications technology (ICT) solutions for the
exclusive purpose of collecting, transmitting, storing
and using data to Facilitate GHG emission reductions

Expenditures related to the design, construction,
refurbishment of existing infrastructure and
maintenance of eligible infrastructure that
features intentional integration of climate resilient
construction (design, materials) and/or soft

infrastructure improvement (asset-focused resilience).

Examples include:

the environment,
the development

of Climate Change
Adaptation
Infrastructure should
be supported

by vulnerability
assessment and
adaptation plan®

Livestock
management
proiects for

Standard Chartered Bank (SCB) has specified eligibility criteria for financing climate change adaptation transactions in its . » e
green and sustainability product framework, including criteria and exclusions for both adapted (asset-focused) and enabling ' charvered
(systems-focused) resilient activities. Enabling adaptation criteria cover infrastructure for water stress from floods or storms,
resilient buildings, resilient grids, biodiversity and nature restoration and health monitoring systems. Given potential impacts of
infrastructure projects on the environment, the framework requires that the development of adaptation infrastructure is
supported by vulnerability assessment and adaptation plans (aligning to the Equator Principles CCRA). SCB’s work on
adaptation finance will develop further with the launch of a standalone Guide for Adaptation and Resilience Finance in
conjunction with KPMG and others at COP28.

Source: green-sustainable-product-framework.pdf (sc.com) unepfi.org | 74
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What’s next?

*  We hope that this short capacity building program was useful for you!
« If you haven't already, please send your written exercise to us
*  We plan to organize a follow-up next year to discuss progress made and your potential new questions.

* In the meantime we recommend you to follow our adaptation related pages: https://www.unepfi.org/climate-
change/adaptation/
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clebor, cyura@iur.ore

(L

Capacity bullding consultant)



mailto:gabor.gyura@un.org
https://app.sli.do/event/44gWMK5QNtou4tcMNzvtkv

Please download and install the Slido -

slido app on all computers you use ‘“4

Evaluation survey

@ Start presenting to display the poll results on this slide.
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