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Help us improve this document:

This document represents the current best thinking available from the literature and within the
consortium of how regions can develop Investment Plans which help them mobilise the resources.
However, it is a rapidly evolving area, with new approaches and examples constantly being generated.
In addition, piloting this work with 100 regions will result in significant amounts of new learning and
understanding. Therefore, the guidance will be updated over the lifetime of the Pathways2Resilience
project, based on our learning from working with our 100 regions.

If you have any feedback on how it could be further improved throughout the lifetime of the Path-
waysZ2Resilience programme, please provide feedback to

hello@Pathways2Resilience.eu

What's new in this draft?

Version two of this guidance is a significantly updated version of the guidance on developing Climate Resil-
ience Investment Plans and Project Pipelines. It incorporates learning from work with the first cohort of
regions and their feedback, as well as developments from across the field since the first iteration.

Guidance has been reviewed and strengthened throughout, as well as being edited to be clearer and more
concise. Itincludes specific updates to the processes in Phases, two, three and four. In Phase two, the focus
on barriers has been expanded from merely focusing on sources and instruments to focusing on all barriers
to finance. In phase three there is more emphasis on costing packages of adaptation, before undertaking
detailed economic and financial appraisal and finance matchmaking in phase four. This is a more targeted
process, which should ensure a stronger focus on developing costed packages which result in improved
analysis, whilst also reducing the resource requirements on regions.

The guide also provides new resources. This includes two new phases of guidance on developing bankable
projects (Phase five), and monitoring, evaluation and learning (phase six). There are also additional case studies
included across all phases of the AIC. Finally, there are new annexes on enabling conditions, and an appen-
dix on Just Resilience, demonstrating how equity considerations are mainstreamed throughout the process.
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Foreword

Foreword

Adapting to ever more challenging climate futures
provides significant economic, societal and environ-
mental benefit to European regions and Europe as a
whole. But numerous assessments have shown us
that the amount of money being spent on adapta-
tion is significantly below what is needed, and that
public finance alone will not be enough. At the same
time, the EU Adaptation Mission sets very ambitious
goals, stretching regions further.

We know why the funds being allocated to adap-
tation are insufficient - there are issues relating
to information, finance, market failures, policy and
governance, and behaviours. There are also many
practical barriers. But whilst the solutions will look
different from region to region, we also know what
to do to shape and redirect regional economies
towards increased climate resilience through the
use of strategic public financing, policy, regulation,
and incentives.

Pathways2Resilence is supporting regions to
develop Climate Resilience Investment Plans. These
help regions translate their visions into bankable
projects, helping quantify and structure the financ-
ing of their adaptation. In doing so, it encourages
them to prioritise projects and diversify the range
of sources and instruments, crowding in finance and
action from the private sector, communities and
citizens.

This practical guide outlines the process involved in
this and helps regions to create an Investment Plan
to boost their adaptation financing. As such, it is a
significant step forward, but in many senses, it just
marks the beginning - the real change will happen
once regions start to pilot it, and work with us to
enhance it further. We are eager to see what we
manage to accomplish together.

Thomas Koetz
Coordinator, Pathways2Resilience
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Executive Summary

This guidance is designed to support regions participating in Pathways2Resilience (“Pathways2Resilience
regions”) to develop Climate Resilience Investment Plans (CRIPs). It aims to :

Outline the Adaptation Investment Cycle -
the process to develop a Climate Resilience
Investment Plan as part of the Regional
Resilience Journey.

~

Help regions scope, prepare and deliver
their Climate Resilience Investment Plans.

Build the adaptation financing knowledge

and capabilities of those involved in devel-
oping a region’s Climate Resilience Invest-
ment Plan.

Provide an entry point for further training
and learning on adaptation finance.

Q. 6. 6. 6

The guidance provides a model process
for a region to develop a Climate Resil-
ience Investment Plan to meet the regional
investment needs identified in the Strat-
egy and Action Plan, in collaboration with
investors and the private sector. It helps
regions move from high-level adaptation

visions to a pipeline of bankable actions.
Part one of the guide explores the concept
of an Adaptation Investment Cycle and its
benefits, Parts two, three and four provide
detailed guidance to follow the cycle and
produce a Climate Resilience Investment
Plan.
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Executive summary

The Regional Resilience Journey, Adaptation Investment Cycle and Investment Plans

Proper consideration of economics and finance throughout the adaptation cycle is a key enabling condition
for adaptation. The delivery of a Climate Resilience Strategy and Action Plan depends on the availability
of finance. Likewise, robust financing plans depend on knowing what you want to do. Because of this the
processes are designed to be undertaken together. Pathways2Resilience has integrated a financing process

into the Regional Resilience Journey (RRJ), known as the Adaptation Investment Cycle (AIC). This alignment
is shown below:

Figure 1: The Adaptation Investment Cycle phases supporting the Regional Resilience Journey.
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Executive summary

What an Investment Plan is and why it is needed

Climate Resilience Investment Plans translate your region’s vision and Strategy into a pipeline of bankable

projects for your action plan. They have a number of characteristics:

Figure 2: Characteristics of Climate Resilience Investment Plans.
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Climate Resilience Investment Plans focus on
financing the near-term actions of a region, whilst
anchoring them in an equitable, region-wide, long-
term approach to financing all regional adaptation
needs, The approach is aligned to the economic and
financial planning frameworks of public and private
sectors, helping maximise the use of public money
to crowd in additional investment,

Producing a Climate Resilience Investment Plan
opens up new possibilities to fill funding and
financing gaps for Strategies and Action Plans.
They ensure regions cost their total finance needs,
appraise their economic and financial benefits, and
use a diverse range of sources and instruments to
structure bankable projects and a positive invest-
ment environment as part of a longer-term invest-
ment strategy for their pathways and innovation
agendas.

Catalyst for capital

Iterative, maturing
process

The process maximises economic benefits and
helps fit adaptation needs within the limited
budgets of the public sector by acknowledging that
not all adaptation is urgent now. By sequencing and
prioritising actions based on timings of risk, bene-
fits, and existing policy and investment decisions,
Investment Plans can help you meet adaptation
needs within budgetary constraints and prioritises
options which offer good value for money.

Developing an Investment Plan also maximises the
chances of financing by activating and mobilising
stakeholders, increasing the visibility of investment
needs and opportunities. Finally, the process helps
regions better understand the state of play, and
builds region’s collective skills, knowledge and
capabilities in adaptation finance.
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Executive summary

How to produce and implement an Investment Plan

The AIC consists of six phases. The Adaptation Investment Cycle has 18 tasks that help regions to move
through these phases and develop their Investment Plans. These are shown below:

Figure 3: Phases and tasks to develop a Climate Resilience Investment Plan. Colours indicate relative impor-
tance for development.
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Executive summary

Each Task is supported by a series of case studies, resources and materials to help you apply them in practice.
A summary of each phase and its main activities are as follows:

GPhase 1 - Define regional context and set

climate resilience objectives

The aim of this phase is to understand the
context for adaptation. This involves the
policy and financial context, this includes
regional development objectives, policy goals
for adaptation, as well as the relevant financ-
ing processes and criteria, as well as exist-
ing relationships with the private sector and
future investment decisions in the region. It
also involves identifying an indicative budget
envelope for thinking about the investment
plan development.

Task 1.2 then involves collecting data on the
historic financial and economic impacts of
extreme weather, as well as on future costs on
inaction, to help frame adaptation as a posi-
tive economic narrative and demonstrate it can
help meet wider economic, social and environ-
mental policy goals. Finally, these should be
used to identify an initial budget envelope and
develop a rationale and spending objectives to
underpin the Investment Plan.

~

/
Phase 3 - Develop pathways and investment e

packages

The focus of this phase is putting together a
longlist of adaptation options that are econom-
ically effective, prioritising and sequencing
them into pathways and then turning them
into packages of similarly grouped actions
ready for economic appraisal and financing.
This links heavily with the RRJ tasks in the RRJ
to explore options, assess their effectiveness
and sequence them into pathways with short,

medium and long-term actions.

J

(
Phase 4 - Economic appraisal and finance

matchmaking

The aim of this phase is to identify the
economic, fiscal and financial benefits, under-
take detailed appraisal of the economic and
financial returns before matchmaking to ensure
a strong set of funding or financing for the
actions in the action plan.

- J

e Phase 2 - Address strategic financing barriers )

The aim of this phase is to understand the
potential to diversify and scale the range of
strategic financing options available to the
region for adaptation. You can do this by explor-
ing range of financing approaches already being
used by the region and identifying future stra-
tegic sources and instruments that you may
wish to use. Finally, regions identify barriers to
unlocking these approaches and actions that
are needed to help realise them either during
the lifetime of the region’s Strategy and Action
Plan, or during their development.

N J

(Phase 5 - Develop and structure bankable °

investments

For projects with more challenging finan-
cial arrangements, you may need to develop
bespoke financing approaches. This phase
involves building bespoke business models and
financing arrangements, as well as associated
commercial structures and delivery plans.

N J

- J
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Executive summary

\

° Phase 6 - Develop monitoring, evaluation and learning framework

This phase involves identifying indicators for the Investment Plan, before monitoring and disclosing
progress. It includes monitoring requirements for private sector projects. Finally, it involves under-
taking learning and reflection to identify improvements for future Investment Plans.

Once these phases are completed, you should compile your Investment Plan, ensure it has senior
management and political approval and publish it. The pipeline of projects can be published on an
investment prospectus, or submitted to the InvestEU portal, or other funding or financing mecha-
nisms such as the Cities Capital Hub or the EIB’s ADAPT Advisory platform.

Whilst the AIC is presented as a set of sequential phases and tasks developing an Investment Plan
is not necessarily a linear process, and instead it is likely you may need to iterate a number of times.
Therefore, the Adaptation Investment Cycle should be considered illustrative, and you may need to
\adapt the process to fit the local context. )

The development of a Climate Resilience Strategy and Action Plan and Investment Plan go hand in hand.
This means some of the Tasks are common to both the RRJ and AIC phases and tasks (for example economic
appraisal of pathways), whilst others rely on inputs from the other journey (e.g. the list of options produced
in the RRJ that are appraised for economic and financial viability). Throughout the guide we have highlighted
where outputs from the RRJ can be used as inputs into the AIC process and where outputs can support the
RRJ tasks. The specific linkages are discussed at the start of each phase of the AIC tasks.

Further guidance and support

In addition to this guide, there are a much wider set of resources available to support the process, and build
your knowledge and understanding of adaptation finance. Pathways2Resilience has brought these together
in the Climate Toolbox. It includes guidance, training, presentations, websites and tools that provide more
detailed examples of the topics referred to throughout this guide. Initial further resources referred to through-
out the guide can all be found in the toolbox.
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About Pathways2Resilience

Adapting to climate change and building climate
resilience in Europe has become crucial, as the
disastrous impact of global warming starts to affect
our continent, and especially its most vulnerable
communities.

Pathways2Resilience is an EU-funded programme
supporting more than 100 regions and communi-
ties across Europe to co-design innovative visions

of a climate-resilient future. It is a flagship initia-
tive of the EU Mission on Adaptation to Climate
Change, building on assessment of climate risks
and resilience opportunities, and helping regions
formulate pathways to transformative adaptation
in a locally-led and participatory way.

About Pathways2Resilience

Damir Babacic |-Unsplash

Thanks to practical guidelines, tools, and hands-on
training and mentoring, the programme is support-
ing regions and communities in creating their own
transformative adaptation strategies. Through
two public calls, allocating a total of €21 million
in cascade funding, selected regions will develop
ready-to-implement innovation plans with concrete
interventions supporting climate resilience.

Pathways2Resilience also provides locally-led
Innovation Practice Groups engaging regions, local
practitioners and citizens groups (with particu-
lar attention to vulnerable communities) and an
Adaptation Finance Innovation Lab, to increase
knowledge on innovative adaptation solutions and
promote access to adaptation finance.
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Introduction

The EU Mission on Adaptation aims to create 150 climate-resilient regions and 75 demonstrations of systemic
transformations by 2030. This will require significant investment -and the Mission Implementation Plan plans
to leverage Horizon Funds to mobilize public and private funding. Regions and subnational governments,
traditionally recipients of public adaptation funds, must now transition into stewards of adaptation capital
to realise this approach. This involves leading financial planning processes to scale and target adaptation
finance, similar to cities’ roles in the EU Mission on Climate Neutral and Smart Cities. In that initiative,
cities develop climate neutrality and investment plans, forming a Climate City Contract, as supported by
the NetZeroCities project.

Pathways2Resilience aligns with this approach, using a new adaptation planning approach, the Regional
Resilience Journey, to move regions beyond being funding recipients to leading the mobilisation of finance
for climate resilience as shown below:

Figure 4: The Regional Resilience Journey for the Adaptation Mission (left) and the Climate Transition Map
from NetZeroCities (right).

PURPOSE PROCESS

This in turn unlocks additional investment support through the Mission Cities Capital Hub, a new dedicated
investment facility from the European Commission (EC) and the European Investment Bank (EIB) to help
finance the mitigation and adaptation missions. But the additional financing challenges presented by adap-
tation (such as context-specific nature of adaptation, the low revenues or returns, the uncertainty of future
climate change and the need for coordinated collective action to implement adaptation options) means that
planning for adaptation investment warrant a different process. This combines financial structuring with
Strategy and Action Plan development to address these barriers effectively.

As regions you are the perfect scale to play this role. You understand their local economic, social and envi-
ronmental needs. You understand risks and robust adaptation options, are networked enough to engage a
wide range of actors, and large enough to lead action and push for stronger enabling conditions from member
states and the Commission when things are not working. And many of you already have robust financial and
investment management processes to build on to develop and structure bankable projects.
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Introduction

Who is this guide for?

This guide is for individuals within the Pathways2Resilience regions who will lead the development of their
regional Climate Resilience Investment Plan as part of the Regional Resilience Journey. This includes the
Pathways2Resilience programme manager and the adaptation finance officer, as well as those in the local
team inputting into its development, such as technical officers and consultant, community engagement
coordinators, politicians and innovation experts (see diagram below).

The guide is designed to ensure you are familiar with the Investment Plan process, in turn ensuring you can
help engage and involve others in the efforts. However, the guide will also be useful to other audiences,
including:

=

Public institutions, large businesses, SMEs and communities in regions being engaged in the develop-
ment of a Climate Resilience Strategy and/or Investment Plan, who want to understand the process in
more detail.

Financing institutions supporting regional adaptation or looking for investment opportunities.

Consultants supporting regions in developing elements of their Climate Resilience Investment
Plan. Member states considering their own national Adaptation Investment Plan

Countries outside of Europe (e.g. supporting Investable Nationally Determined Contributions, or Adap-
tation Communications) under the Paris Agreement)

Subnational governments beyond Europe seeking to mobilise resources for adaptation.

Mo T-u | Unsplash
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Introduction

Figure 5: The model Pathways2Resilience local team.
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Introduction

-

Explainer: Key terms in adaptation and climate resilience financing

Just like any other topic, climate financing has its own range of terms and language. This guide uses a
range of finance-related terms to help describe the process and its individual tasks. The most common
ones used throughout this guide to aid understanding are:

R

Sources - Sources are defined as the entities able to provide the money to fund adaptation activities within a region.
Examples of sources include the European Commission, the European Investment Bank, Businesses, Commercial
Banks, SMEs, and Universities.

Instruments - Instruments are the mechanisms which enable the provision of finance from one actor to another,
or to a dedicated project which delivers adaptation. Examples include Grants, Loans, Taxes, Debt. Note: Instru-
ments vary in complexity - they can be generic (e.g. grants) or tailored (e.g. the Hamburg Green Roof Subsidy), or
somewhere in between.

Enabling conditions - a set of measures and conditions which support the overall fundability or bankability of
regional adaptation projects. This includes policies, regulations, incentives, data, access to finance, and govern-
ance, as well as capacity building measures and domestic financing to implement them (institutional strengthening,
improvements to government information).

Bankable project - A project is bankable if it meets the terms required by the source to provide the finance.
Bankable projects typically tend to relate financing, rather than funding, but it is also used in this context to relate
to funding, in recognition of the fact that there are often conditions attached to grant funding which projects or
activities would be required to meet to be successfully awarded funds.

Investable project - a project that is suitable for investors - i.e. that has higher returns and growth potential. These
types of projects are more attractive to equity investors and venture capital.

Two further important definitions relate to funding and financing. In international climate negotiations, and in many
general conversations the word ‘finance’ in very broad terms to refer to all sources of money (including grants,
lending). However, there is some nuance to these terms, and in practice, they mean different things and so this
guide has adopted more specific terms:

Funding - Funding refers to money provided without expectation of being repaid (though it may have conditions
attached). Examples include European Commission grants, EIB Technical Assistance, grants from philanthropic
institutions or intergovernmental transfers. It also refers to who actually pays for the adaptation, including any
costs of financing.

Financing - Financing is money provided by a lender which must be repaid over a period of time, typically with
interest. Examples include an EIB Framework loan, commercial loans, or Green Bonds. It can also be useful to think
of this as who provides the money ‘up-front’.

Further terms and detailed descriptions are set out throughout this guide and in the glossary available on the
Pathways2Resilience website.

~

J
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Aim, objectives and scope of this guidance

Introduction

The aim of this guidance is to outline the process for developing a Climate Resilience Investment Plan for
regions participating in Pathways2Resilience as a way of mobilizing additional funding and finance needed
for their Climate Resilience Strategies and Action Plans.

The objectives are to:

Outline the process, phases and tasks
required to develop and implement a
Climate Resilience Investment Plan as
part of the Regional Resilience Journey.

~

Help regions scope, prepare and deliver
their Climate Resilience Investment Plans.

J

Build the adaptation financing knowl-
edge and capabilities of those leading
or participating in developing a region’s
Climate Resilience Investment Plan.

~

J

Provide an entry point for further training
and learning on adaptation finance.

—0 8 § &

The guidance provides a model process
for a region to develop a Climate Resil-
ience Investment Plan to meet the
investment needs for the region that
are identified in the Strategy and Action
Plan, in collaboration with investors and

the private sector. In doing so, it helps
regions move from high-level adapta-
tion visions to a pipeline of bankable
actions. You should refer to this guid-
ance throughout the development of
your Investment Plan.

Whilst the guide is comprehensive, it is not:

®

®

® ©

A guide to bankable adaptation projects -
Whilst the guide includes some high-level infor-
mation, it does not provide detailed information
needed to develop individual bankable adap-
tation projects. Readers are advised to consult
documentation from sister Mission projects,
particularly ClimateFIT, Soteria, and PIISA, as
well as the Mission Implementation Platform,
the Climate Cities Capital Hub and MIP4A-
DAPT.

About adaptation planning - Though successful
financing is informed by, and informs, the adap-
tation cycle, this is not the primary focus of this
guide. Certain steps of the investment planning
process rely on inputs from the adaptation plan-
ning process. Where this is the case, the guide
refers to the Regional Resilience Journey guid-
ance.

Focused on mitigation -The guide has been
designed to address the particular challenges and
barriers of financing adaptation. Therefore, there
is limited discussion on mitigation, except in the
case of considering the synergies and trade-offs.

Prescriptive - It does not advocate a particu-
lar course of action for adaptation. Instead, it
provides a gold standard replicable process
which regions can follow or adapt for their own
situations.

Legal advice - This guide does not constitute
legal advice. All parties must seek appropriate
legal, financial and commercial advice for projects
they are involved in.
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Introduction

The information in this guide is presented in sequential chapters, providing an introductory context, prepara-
tory steps and the detailed Phases and Tasks required to successfully develop a Regional Climate Resilience
Investment Plan.

- Section 1 (this section) provides the introductory context, including the Regional Resilience
Journey, and the role of regions in financing adaptation.
_ Section 2 outlines the preparatory actions needed to establish and run the Investment
Plan process.

_ Section 3 sets out the Phases and Tasks involved in developing an Investment Plan.
_ Section 4 provides practical information on compiling the Investment Plan,
_ The Appendices provide additional tools and contextual information

to support you in developing your Climate Resilience Investment Plan.

Throughout the guidance there are included several types of boxes to help you:

( )
s~~~ Insights - These provide practical ( )
'@‘ hints based on insights from those Food for thought - these boxes
& who have already undertaken highlight issues that should consider
some of the activities in this guide. They carefully as you develop your Invest-
don’t guarantee success but are hallmarks ment Plan to help it meet your region’s local
of approaches that will likely create more context, needs and constraints.
conditions for success.
. J \ J
-
‘ Explainers - These explain the underpinning methods and concepts in Investment Plan tasks.
h They provide in-depth coverage of the more complex areas of the process which may be less
familiar and are designed to build your awareness and understanding.
N J
e ™

tation Investment Cycle. Because the Investment Cycle and Climate Resilience Investment
Plans are innovative concepts with limited examples, we have drawn on example activities
aligned to the investment planning process to illustrate individual tasks.

@ Case studies - These showcase regions (in the EU and beyond) undertaking Tasks of the Adap-

22 Pathways2Resilience | Developing Regional Climate Resilience Investment Plans and Project Pipelines



Introduction

The Regional Resilience Journey and the Adaptation Investment Cycle

Pathways2Resilience is working with 100 regions through its transformational adaptation planning approach,
the Regional Resilience Journey, to develop a Climate Resilience Strategy and Action Plan. The EU Mission
recognises finance as a Key Enabling Condition for adaptation in regions. Because the delivery of a Climate
Resilience Strategy and Action Plan depends on the availability of finance, Pathways2Resilience has designed
a parallel process for this KEC, known as the Adaptation Investment Cycle (AIC). The processes shown in
Figure 6 below are designed to be undertaken together.

This approach has a number of benefits:

e Financial and economic constraints (such as cost-benefit ratios, or fiscal space limitations) can be accounted
for early in the process.

* As finance needs or constraints emerge, adaptation options can be updated.

e The potential benefits and co-benefits from adaptation options can be used to inform the development
of possible financing solutions.

The AIC consists of six phases, each containing a number of Tasks. Phase 1 relates to collecting the infor-
mation required for the Baseline Report, whilst Phases 2, 3 and 4 relate to developing the Investment Plan.
Phases 5 and 6 focus on implementation.

Figure 6: The Adaptation Investment Cycle phases mapped onto the Regional Resilience Journey.

Enabling conditions for finance

Policy and
Regulation

Data and Evidence

. . 7
Develop monitoring,
evaluation and learning
framework Inclusive Green
Governance Budgeting

Resources Sustainable
and Skills Finance
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1
1
|
|
|
Develop and structure
bankable investments
\
\
\
Bankable Investments C.\\
\
¢
\ H 39)
AS . .
1} Economic appraisal
* and finance matchmaking L ’
A Address strategic

financing barriers

Climate Resilience Investment e -———- 1
Plan and Pipeline Investment Baseline

Develop pathways and
investment packages
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Because the development of a Climate Resilience Strategy and Investment Plan go hand in hand, some of the
Tasks are common to both the main RRJ and the AIC, with some tasks from each of the RRJ and AIC serving
as inputs or outputs to one another. Throughout the guide we have highlighted where outputs from the
RRJ can be used as inputs into the AIC process and where outputs can support the RRJ tasks. An overview
of the linkages is included at the start of each Phase.

The Investment Plan is not necessarily a sequential process (although illustrated as such), and it is likely you
may need to iterate some Tasks several times. Therefore, the AIC should be considered illustrative, and you
may need to adapt the process to fit your local context.

What is a Climate Resilience Investment Plan?

The main output from following the AIC is a Climate Resilience Investment Plan. Climate Resilience Invest-
ment Plans are documents which outline how regions intend to finance the pathways outlined in their
Climate Resilience Strategy, with a specific focus on ensuring the short-term actions are bankable adaptation
investments. They build on global Adaptation Investment Planning approaches and are closely aligned to the
Climate Neutrality Investment Plans of the European Commission’s Mission to create 100 Climate Neutral
and Smart Cities. They have a number of characteristics, summarised below in Figure 7:

Figure 7: Characteristics of Climate Resilience Investment Plans.

Aligned to Climate

N . Region-wide
Resilience Economic and g ‘

place-based
approach

Strategy and Action Financial Planning
Plan

Regional Climate
Long term focus, Resilience
short term action Investment
Plan

Covers priority
risks and
opportunities

Equitably,
inclusively
governed

Iterative, maturing
process

Catalyst for capital
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Aligned to Climate Resilience Strategy and Action Plans - Climate Resilience Investment Plans
align to regional Climate Resilience Strategies, Action Plans and Innovation Agendas, providing the
detail on how they will be paid for.

Economic and Financial Planning - They are an economic and financial planning tool, with detailed
information for a region’s adaptation investment, within public financial management criteria, to
enhance its deliverability, credibility, and scalability.

Region-wide, place-based approach - An Investment Plan provides a comprehensive statement
of the entire current and future investment needs and opportunities across the region, collating
information from public, private and third sectors.

Covers priority risks and opportunities - The Investment Plan sets out financing strategies for
the adaptation pathways which comprehensively address climate risks, realise opportunities and
support systemic transformation.

Iterative, maturing process - Plans are developed iteratively alongside Climate Resilience Strategies
and Action Plans and mature over time.

Catalyst for capital - As the focal point for adaptation investment, Investment Plans are designed
to act as a catalyst, triggering new and additional investment from public and private sectors and
financial institutions.

Equitably, inclusively governed - Climate Resilience Investment Plans should be developed using
equitable and inclusive governance. They should involve stakeholders from the public, private and
third sectors, particular those most vulnerable to or affected by climate change and adaptation
action.

Long-term focus, short term action - They are rooted in financing a region’s long-term adaptation
pathways but focus on developing detailed approaches to mobilise the finance needed to deliver
the short-term actions.
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Why develop a Climate Resilience Investment Plan?

Marleén Mulder | Unsplash

Michelangele-Azzariti J.Unsplash

There are many known barriers to mobilising funding and finance for adaptation. Producing a Climate Resil-
ience Investment Plan will help address these barriers, as well as provide multiple benefits, helping you to:

26

Open new possibilities to fill funding and
financing gaps - the process encourages more
collective responsibility for risks and adaptation
across communities, businesses and financial
institutions, based on who benefits. This encour-
ages the development of innovative financial
approaches which address both the financing
gap (who provides upfront finance), and the
funding gap (who ultimately pays), noting these
aren’t the same thing.

Help meet budgetary constraints or limitations
- This approach helps to prioritise, sequence
and phase investments over time to meet
constraints on public finance and align with the
rising climate risks.

Increase visibility of investment opportunities
and needs - an Investment Plan increases the
visibility of investment needs and opportunities
to governments, investors, and intermediaries
by providing a ‘go-to’ place.

» Use public financing strategically - ensuring

thatitis targeted to the role of the public sector,
notably to pay for solutions which truly benefit
everyone (public goods in non-market sectors);
to leverage and crowding-in private finance; and
support innovation needed for transformational
adaptation.

o Activate and mobilise stakeholders - involving

stakeholders in the design of adaptation path-
ways and financing approaches helps increase
the likelihood of delivering or financing climate
action at the end of the process.

Better understand the state of play - including
the costs of doing nothing, investment needs,
existing flows and the finance gap.
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Use cases and audiences for Investment Plans

Introduction

Their main use of a Climate Resilience Investment Plan is to translate a region’s high-level pathways into
bankable projects. In doing so, they can be a standalone document or used as an input into wider capital
and revenue investment planning.

There are also a series of secondary use cases for an Investment Plan:

Convincing stakeholders on the need for
further action: Developing the strategic
economic case for adaptation and gathering the
economic and financial evidence.

Developing priorities for to improve the
enabling environment: The process can identify
improvements to the enabling environment (e.g.
improvements in regulation, markets or policy),
in areas where financing needs to be scaled or
improved.

Diversifying finance sources and instruments
to boost finance: the AIC can help regions iden-
tify potential new sources of finance and the
most suitable instruments that may support
implementation of a Climate Resilience Strat-
egy and projects.

Enhancing financing considerations of an exist-
ing adaptation strategy or action plan: The AIC
can be applied to existing Climate Resilience or
Adaptation strategies to enhance their imple-
mentation.

» Supporting bankable climate proof or adapta-

tion projects: The range of information gathered
in the development of Climate Resilience invest-
ment Plan can also be used as inputs into the
development of individual adaptation or climate
proofing projects.

Informing Transition Plans of companies and
financial institutions: Investment Plans can be
used by real economy companies and financial
institutions to support and guide the develop-
ment of their own plans by setting public prior-
ities. They can also identify key investments
which can be a required criteria for projects
to be classed as adaptation under some green
finance taxonomies.

Supporting a pitchbook for investors: The
process can help regions develop the informa-
tion a series of projects that is usually required
for seeking inward investment into their region.

For each of these secondary use cases, we have identified the final elements in the template as not required,
essential, essential but advanced or optional. Your region may have already completed some of the activi-
ties for each use case, and so you should always compare the investment plan contents with their existing
regional contexts.

The main audience for a Climate Resilience Invest-
ment Plan is those associated with delivering the
Climate Resilience Strategy in the region. However,
additional audiences include:

Public finance institutions, such as the EIB,
European Commission or national development
banks who have an active mandate to boost
adaptation finance and are looking for regions
to work with, for instance through framework
loans.

Private investors looking to invest in or finance
projects which support adaptation and resilience
directly.

o Strategic finance sectors, i.e. those organisa-

tions in a region which may be able to play a
strategic role in helping the region achieve its
goals, e.g., insurers who could help close the
protection gap, or commercial banks lending to
SMEs for adaptation.

Local businesses and actors who need clear
signals about the adaptation they are expected
to investin.
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Further guidance and support

While this guidance provides an overview of developing investment plans, you may need more information
to complete particular Tasks. Each section includes further resources. There is are a wider range of resources
available within Pathways2Resilience. These are shown below:

Figure 9: PathwaysZ2Resilience finance resources.
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The full range of support includes:

e Training modules on developing Investment
Plans, as part of the wider Pathways2Resilience
Training and Capacity Building Programme.

o Acatalogue of sources and instruments and best
practices in adaptation financing

o Detailed 1-1 support to 9 of our regions

e Apeer-led mentoring programme

« A Climate Toolbox containing additional
finance-focused tools and guidance and case
studies, for regions looking to deepen their
learning.

The project is also working with regions to ad-
vance the state of the art, which includes:

e The Finance and Resources Innovation Practice
Group to incubate new ideas and projects which
could help regions mobilise additional finance in
the future.

o A deep-dive exploration of finance as a key
enabling condition.

e Anadaptation finance lab to develop new solu-

tions to financing adaptation and resilience
projects.

Anumber of the Phases and Tasks in preparing the Climate Resilience Investment Plan require some degree
of knowledge of economics, financing and/or adaptation, or may benefit from further technical support. In
addition to the use of the Pathways2Resilience grant to support this process, there are a number of additional
options for this including the Mission Platform, EIB Technical Assistance or the Covenant of Mayors, as well
as Pathways2Resilience’s Adaptation Finance Innovation Lab. You may also wish to support this process

with further expertise such as through consultants.
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Preparing to Deliver Your Investment Plan

-

» Defining outputs
o |dentify and allocate resources and skills.

* Developing a project plan.

N\

+ Defining the scope, objectives and outcomes.

» Seeking political sign off and approval to proceed

Before you start, it is important to have the right conditions in place to be able to successfully develop
your Climate Resilience Investment Plan. This includes:

* Deciding how to govern plan development and engage stakeholders

These steps relate closely to Phase 1 of the main Regional Resilience Journey but may differ because
of the focus on finance. Therefore, they may be carried out in parallel or as a combined process.

J

Define the scope, objectives and outcomes
of the Investment Plan

When producing your first Investment Plan, you
should start by deciding the outcomes, objectives
and scope. Outcomes and objectives are impor-
tant as they will guide the focus and effort. At the
start of the process, objectives may just focus on
the totality of available finance (e.g., “ensure appro-
priate finance for the Climate Resilience Strategy”),
whilst more mature organisations or future itera-
tions may be more specific (e.g., “boost insurance
coverage in agriculture”, or “strengthen enabling
conditions for SME financing of adaptation”). Such
objectives may also be informed by the types of
adaptation options you are seeking to finance, and
stakeholder preferences.

You should refine and update these objectives
throughout the process, but an early set are impor-
tant to help define resource requirements, iden-
tify the appropriate stakeholders and secure their
engagement, and to guard against scope creep.

Finally, you should consider the scope of work
to develop your Investment Plan. Whilst Path-
ways2Resilience has set a ‘gold standard’ for what
should be included, the scope of work and available
resources, and therefore the content regions will
need or want to include in their Investment Plan
will vary. You may also wish to consider whether
you want to use the Investment Plan for any of the
secondary use cases shown above.

-

Food for thought: The complete
set of Tasks in the Adaptation
Investment Cycle, and the associ-
ated templates represent the ‘gold
standard’ in Adaptation Investment Plan-
ning - the best practice of what regions
should try and do, based on research and
engagement with financing institutions.
However, not all regions may want, need or
be able to complete them all. And because
Investment Plans are iterative and matur-
ing, a key decision you should consider is
which elements of the Investment Plan you
want to focus on in the first iteration, and
which elements can be left until later. For
example, in early iterations of the Climate
Resilience Investment Plan, the focus
may solely be on accessing public capital,
which may mean that you do not need to
do some activities related to encouraging
private sector finance.

~
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Explainer: Typologies of adaptation investments

‘ A foundational concept of financing approaches, as well as to support tracking of expenditure, is the
extent to which adaptation is part of a project’s overall purpose. The degree of adaptation can range
from projects can vary, the multilateral development banks (including the EIB), have developed a

common typology (IDFC, 2023).

Climate proofing (Type 1) - These are investments where adaptation is not the primary objective but needs to be
considered to be effective for the long term. Examples include transport infrastructure or the built environment.

Mixed (Type 2) - In these projects, adaptation is one of a number of objectives - such as restoration of ecosys-
tems.

Pure adaptation (Type 3) - These are projects where the primary purpose is to deliver adaptation. Examples
include flood defences or early warning systems.

This typology is illustrated below:

Table 1: Typology of the types of adaptation activity. Source: Authors, updated from IDFC, 2023.

Type 1 - Type 2 - Type 3 -
“Climate Proofing” “Mixed adaptation” “Pure Adaptation”

bldflaate)r | Activities that integrate  Activities that directly Activities that contribute to reducing
measures to manage reduce physical climate  the underlying causes of vulnerability
physical climate risks risk and build the adap-  to climate change at the systemic level
and ensure that the tive capacity of the and/or removing knowledge, capacity,
project’s intended system within which the technological and other barriers to
objectives are realised activity takes place adaptation

despite these risks

0)o]{-len\sn | Activities that integrate  Activities that directly Activities that contribute to reducing
measures to manage reduce physical climate  the underlying causes of vulnerability
physical climate risks risk and build the adap-  to climate change at the systemic level
and ensure that the tive capacity of the and/or removing knowledge, capacity,
project’s intended system within which the technological and other barriers to
objectives are realised activity takes place adaptation

despite these risks.

eE(aeqnteg | Less than 100% of MDB  Less than 100% of MDB  100% of MDB finance on the activity
finance finance on the activity finance on the activity

When developing financing approaches for strategies and action plans, understanding which type of action
you are seeking to fund is important. Dedicated adaptation projects require more effort to finance compared
to climate proofing.

This is because climate proofing (Type 1) projects typically have existing funding or financing models, meaning
adaptation typically represents a small, but additional cost. For example, adaptation components can be included
in existing highways budgets to cover the additional costs in a new road construction. In contrast, dedicated
adaptation projects (for example early warning system extensions) rarely have existing funds to support their
development and/or implementation and typically need completely new funds

Identifying which areas of your Climate Resilience Strategy may be able to rely on climate proofing approaches,
and which will require pure adaptation at an early stage will help you identify potential sources and instruments
for funding or financing, and can indicate where more time and effort will be needed within the Adaptation
Investment Cycle. Within Pathways2Resilience, this typology is used throughout the process, including the
identification of existing spend on adaptation, as well as developing the projects for the Investment Plan.

Further information: Uittenbroek et al. (2014) Political commitment in organising municipal responses to climate
adaptation: the dedicated approach versus the mainstreaming approach.

IDFC (2023) Common Principles for Climate Change Adaptation Finance Tracking

~
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Define outputs

As well as the outcomes, objectives and scope of
work, it is important to consider the outputs. For
example, should you produce a Climate Resilience
Investment Plan document, or would your objec-
tives be better met by feeding the results into the
main budget process of the regional government
or those of stakeholders, and the national govern-
ment? You may also wish to embed your Invest-
ment Plan into your Climate Resilience Strategy
and Action Plan.

Pathways2Resilience strongly encourages regions
to align their work to the Pathways2Resilience
Baseline Assessment and Climate Resilience Invest-
ment Plan templates. Doing so makes sure that all
the essential elements are covered. It also provides
a degree of standardisation across Europe, making
it easier for potential investors or funders to assess
and engage with your region. Where you choose
to develop bespoke outputs, it will be important to
demonstrate how you have followed the Adapta-
tion Investment Cycle, since it has been designed
to address the common barriers to financing adap-
tation.

Identify and allocate resources and skills

You should identify the human and financial
resources you need to run the process and produce
the Investment Plan. The precise mix will vary from
region to region, but Pathways2Resilience recom-
mends a mix of strategic and technical, and a mix
of adaptation and finance expertise. It is unlikely
that one individual will be able to undertake it all.

As a rough guide, the consortium estimates that
0.75 FTE of effort is needed throughout the 18
months to develop an Investment Plan alongside
the Strategy and Action Plan. The rough spread of
effort is shown below.

M
Phase months (0.75 FTE)
1 3 2.25

3 2.25
7 5.25
7 5.25
6 4.5
3

o U A WN

2.25

2175

There is a direct relationship between the collective
resources and skills, and the depth and maturity of
the Investment Plan that that region can produce.
You may want to identify training and skills devel-
opment needs, or where you may need to bring
in additional expertise or support. Ideally regions
should see the production of an Investment Plan
as a capacity-building process, which strengthens
their capabilities for future iterations. You may wish
to draw on the assessment being undertaken in the
RRJin Task 1.3.2 - Assess capabilities.
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Decide how to govern plan development and engage stakeholders

To support and champion the development of a
regional Climate Resilience Investment Plan, you
should ensure you have an appropriate governance
mechanism, representing teams from across the
regional government, as well as from organisations
across the wider region. This may be your overall
local team or may be different.

Effective governance is an art as well as a science.
You will need to facilitate involvement from inter-
ested parties and balance their conflicting tensions
and views. The governance should also provide
robust scrutiny of the emerging Investment Plan
which improves the quality of the final output,
whilst also ensuring it is produced on time and
within available resources. Some key considera-
tions are:

e Seniority: Ensure the governance structures
enable the right mix of seniority. This will help
champion the work and create connections to
and buy in from others.

o Diversity of backgrounds: Securing the appro-
priate technical and financial expertise will also
be important to guarantee that the plans are
credible.

o Multi-level governance: The ability to finance
and implement a full range of adaptation options
depends on involving local municipalities, as well
as Member State governments and or EU insti-
tutions, who have the appropriate powers to
implement projects or facilitate policy or regu-
latory change.

e Just resilience: You should consider how the
governance can support procedural and distri-
butional justice and recognition. For example,
you may choose to include groups or citizens
most affected by climate risks, the implemen-
tation of adaptation actions, and who may be
paying for the adaptation.

» Risk and adaptation ownership and beneficiar-
ies: Consider adopting a governance structure
which balances the views of those responsible
for managing the risks and developing adapta-
tion, and of those who will be impacted by and
benefit from it.

4 )

v~ Insight: Academic literature and
- - evidence from other climate

N projects suggest that early private
sector involvement is a strong

pre-requisite for their financing. Since
many of the risks can only be addressed
by the private sector, and the total-
ity of financing will be met with private
sector participation, ensuring appropriate
representation is crucial.

- J

e Political involvement: Political involvement and
direction-setting can significantly enhance the
credibility and ownership of an Investment Plan,
particularly if the governance engages parties
from across the political spectrum to generate
buy in.

» Sign off process: How the final Investment Plan
will be formally approved - for example which
committees and structures will need to approve
it.

e Links to wider Climate Resilience Strategy
development: Consider how the development
of your Investment Plan be linked to the wider
Strategy and Action Plan development. This
could involve shared governance arrangements.

The precise governance structure will vary from
region to region but may include a steering group
and working groups to guide the production of the
plan, as well as the wider fora and mechanisms for
engagement, such as citizens panels, assemblies or
formal consultation.

Whilst it can take longer and more resources at
the outset to establish inclusive governance
approaches, involving potential financiers, the
private sector and communities helps overcome
barriers to finance. It builds collective understand-
ing of adaptation and financing challenges and
establishes consensus on the right way to finance
adaptation pathways and actions, including the
roles of the public and private sector.

Developing Regional Climate Resilience Investment Plans and Project Pipelines | Pathways2Resilience 35



Preparing to Deliver Your Investment Plan

Develop a project plan

Once the outcomes, objectives, resources and governance of the plan are agreed, you should develop and
agree a project plan. This should include the relevant milestones and include the sign off process needed
for approval. The Pathways2Resilience team suggest that the timetable aligns with the development of a
Climate Resilience Strategy, which is roughly around 18 months, noting further work on bankable projects
and MEL may be needed after this. The figure below shows a sample timetable which is downloadable from
the Pathways2Resilience Climate Toolbox:

Figure 10: Model project plan for developing a Climate Resilience Investment Plan.
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This timetable should align to the wider project plan for developing the Climate Resilience Strategy and
Action Plan, as outlined in the RRJ guidance.

Bakats tér, Budapest. © Budapest Varoshaza, Képszerkesztéség | Klauz4l tér, B
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Preparing to Deliver Your Investment Plan

Seek political sign-off and approval to proceed

Once you have developed all the relevant elements of the approach, you should seek political sign-off to
proceed with developing the Investment Plan. This approval may be informal or may require formal endorse-
ment by a lead politician or Mayor, or by the relevant committee(s). As with overall governance, the sign-off
will benefit from oversight and endorsement by those politicians with responsibility both for adaptation and
for finance.

Before moving onto Section 3 and embarking on developing your Climate
Resilience Investment Plan, ensure that you have:

Set initial outcomes, objectives and scope
Identified and allocated resources and needs
Agreed a governance and engagement approach
Developed a project plan

Secured political approval

Supporting resources:

* Model terms of reference - An example of a Terms of Reference for a regional board is included in the
Pathways2Resilience Climate Toolbox.

» Procurement specification - A sample procurement specification for an Investment Plan is included in
the Pathways2Resilience Climate Toolbox

o High-level project plan - To help you with estimating the amount of time required to design and deliver
a Climate Resilience Investment Plan, we have put together a model project plan template, based on a
typical amount of resource.
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-

Case Study: Adaptation Scotland Guide to Adaptation Climate Finance

“Thereis a significant shortfall between the finance available for adaptation and the amount required - ‘the

adaptation finance gap’. Our Guide introduces adaptation finance, identifies current barriers, and aims to
support the development of the knowledge and skills needed to finance adaptation projects in Scotland success-
fully.” - Matt Grady, Head of Climate Adaptation and Engagement Unit, Scottish Government

Introduction

In Scotland, there is a significant shortfall between the finance available for adaptation and the amount that
is required, referred to as ‘the adaptation finance gap’. By developing knowledge and capability on adaptation
finance, we can improve access to finance and increase adaptation action.

Core information

The Adaptation Scotland Programme, a capacity-building programme funded by the Scottish Government, set
up a Climate Finance Working Group made up of private and public sector organisations. The group shared
their challenges in financing adaptation and heard from external speakers working on the topic. The group
then worked with consultants to produce the Guide to Adaptation Climate Finance. Informed by the needs of
Scottish actors, the guide introduces adaptation finance, identifies current barriers, and aims to support the
development of the knowledge and skills needed to successfully finance adaptation projects in Scotland. The
work also helped the Scottish Government develop thinking for the third Scottish National Adaptation Plan
and the expansion of regional adaptation partnerships across the country. Adaptation Scotland also developed
guidance on building business cases for adaptation finance, including case studies in Newcastleton, Uist, and
Inch of Ferryton, and Edinburgh.

Key takeaways

Regions should consider proactively boosting their skills and resources to effectively develop their invest-
ment plans: Collaborating with the government to establish working groups, like the Climate Finance Working
Group in Scotland, can be instrumental in building the necessary competencies for financing adaptation projects.

Addressing skills gaps to tackle finance needs: The case study underscores the prevalent skills gaps that regions
and organisations face in the realm of adaptation finance. Implementing targeted solutions to bridge these
gaps, such as tailored training programs or knowledge-sharing initiatives, is crucial for meeting the financial
requirements of adaptation efforts.

Leveraging collaborative efforts for long-term planning: The collaborative approach taken by the Scot-
tish Government, as seen in the development of the Adaptation Finance Guide, offers valuable insights for
regions. By working together with public and private stakeholders, regions can develop more comprehensive
and forward-thinking investment strategies, ensuring they are well-prepared to meet the demands of climate
adaptation.

These reflections aim to guide regions in producing robust investment plans, emphasising the importance of
collaboration, skill enhancement, and the development of tailored financial models.

Sources: Adaptation Scotland (2022) A Guide to Adaptation Climate Finance
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https://adaptation.scot/app/uploads/2024/09/a-guide-to-adaptation-climate-finance.pdf
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Developing Your Investment Plan

This section outlines the six phases and detailed tasks involved in developing your Climate Resilience Invest-
ment Plan.

Each phase includes an introduction, which summarises the process and outputs as well as the relationship
to the RRJ more generally, before describing each task. Each task includes a box at the beginning which
highlights the related RRJ tasks, the relevant sections of the Climate Resilience Investment Plan template,
the relative effort levels required to complete it and the overall importance of the task to the RRJ process
itself. The figure below shows an example:

Figure 11: An example task from the Climate Resilience Investment Plan process.

Climate Resilience Investment Plan
R T Template Section(s)

1.1 Establish a baseline, 111112113 Cecential
understand the system

For effort and importance, each task is rated using three categories:

Table 2: Effort and importance categories for Investment Plan tasks.

Category Description

Effort

Involves basic data collection, preliminary analysis, and initial system mapping. They

Low . . .
require minimal resources, time, and stakeholder engagement.

Tasks involve more detailed analysis, stakeholder consultation, and the development

Ml of new data or insights. They require moderate resources, time, and coordination.

Tasks require extensive analysis, significant stakeholder engagement, and the devel-
High opment of comprehensive frameworks or strategies. They are resource-intensive,
time-consuming, and often involve complex coordination across sectors.

Importance

Essential to the development of the Strategy, Action Plan and Investment Plan. Fail-

ESSElife] ol ure to complete these tasks would jeopardize the overall success of the Investment

GerEEse plan. but is advanced and may require additional expertise or external support.
Essential to the development of the Strategy, Action Plan and Investment Plan. Fail-
Essential ure to complete these tasks would jeopardize the overall success of the Investment

plan.

Tasks that are beneficial but not critical. They may enhance the adaptation plan but
Optional are not necessary for its core objectives. You may choose to use this depending on
your own region’s situation and context.
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Developing Your Investment Plan

Each Task contains detailed written guidance structured using six headings:

1.
2.

What is this task about? - A summary of the task and what is involved

What are the key inputs for the task? -\What the key inputs for the tasks are, from both previous tasks
and the wider Regional Resilience Journey.

What are the expected outputs? - The outputs from the Task.

4. Why s it important? - the significance of the task for the wider Investment Plan process and adaptation

financing more broadly.

. What should you focus on in the early iterations? - This helps you work out which elements of the task

are most important in the first iterations of an Investment Plan.

How you can complete it - The practical steps you can take to undertake the task, and examples of the
types of outputs from the process.

Each Task also includes relevant guidance materials or examples from other regions to help inspire you or
help you learn and build your knowledge.

At the end of each task, the guide includes a short checklist of actions to check your progress as you move
through the Adaptation investment Cycle, as well as core resources that can support you in building under-
standing or completing the task. An example of a checklist is shown below:

@ Before moving onto Task X.X, have you:

. Identified...
. Reviewed...

. Assessed....
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Phase 1: Define the regional context and set climate resilience
objectives

The aim of this phase is to understand the context for adaptation. This involves the policy and financial
context and costs of inaction. These should be used to identify a budget envelope and develop a rationale
and spending objectives to underpin the Investment Plan. It should provide you with all the financial infor-
mation needed to support you to complete the Baseline report.

Enabling conditions for finance

Data and Evidence Policy and
Regulation

Inclusive Green
Governance Budgeting

/ Resources Sustainable
/ and Skills Finance

Define regional context
and set climate resilience
objectives
’
’
’
G

Links to the Regional Resilience Journey:

AIC tasks Relevant RRJ inputs Outputs relevant to the RRJ process

Task 1.1: Identify The information generated in RRJ Task 1.1 Summary of the existing policy objectives,
the policy and (Establish a baseline) on relevant frameworks headline budget (AIC Task 1.1 can be used
financing context  can be used to identify the policy context in RRJ Task 1.1)

Summary of evidence on climate impacts
from previous events and the repository from
RRJ Task 1.1 can be used to help with costing.
You may also wish to draw on the assessment
of risks and vulnerabilities in RRJ Task 1.3 and
seek to quantify the economic or financial
aspects.

The information on the costs of doing
nothing can be used as part of the risk
assessment in Task 1.3 to help provide an
economic component to risk assessment.

Task 1.2: Gather
baseline economic
and financial
evidence

The framing of the (set of) problem(s)

Task 1.3: Develop  produced in RRJ Task 1.1 as well as the Thie elsfectvies e b Lsed o e e

rationale and system maps (1.2) assessment of risks (1.3) o . .
strategy objec- and the shared vision and theory of change |3or11g||stmg G EpITIeMS SEBEUE NI TESS
tives (RRJ Task 2.3) can be used to inform the o

setting of strategy objectives.
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Developing Your Investment Plan

Task 1.1 Identify the policy and financing context

. Climate Resilience
RRJ tasks(s) Base:lme template Investment Plan Importance
section(s) Template Section(s)

1.1 Establish a baseline, 1.4 Climate Resilience

understand the system  Objectives 11 Low Essential

What is this task about?

This Task is about understanding the context in which your Investment Plan is taking place. It involves
three activities:

1. Understanding wider regional and organisational priorities and plans (resilience objectives) and their fit
with the Climate Resilience Strategy and Investment Plan.

2. ldentifying the financial processes and conditions for approving financial expenditure and investments,
as well as existing private sector financing arrangements.

3. Identifying the preliminary regional budget for the Strategy and Action Plan.

What are the key inputs for the
task?

e The organisation’s mission statement or
strategic plan.

e Wider economic, social or environmen-
tal plans and strategies for the region
(including those identified in RRJ Task 1.1
- establish a baseline).

e Any documentation setting out the
region’s budgetary and investment
approval processes and requirements.

What are the expected outputs?

The output is a short, written summary of the
regional policy and financing context, budget-
ary and investment requirements and prelimi-
nary regional budget for the Strategy. It should
provide an overview of the organisational and
regional policy priorities and development
plans (climate resilience objectives), and future
expenditure planned to meet them, as well as
how they may be affected by climate change
and how adaptation will support them. It should
also set out the budget processes (Public Finan-
cial Management (or PFM) cycle) and invest-
ment decision making approach (PIM) for the
region including any key criteria or information
needed. It should also set out any pre-existing
relationships (such as Public Private Partner-
ships) with the private sector for the delivery of
services. Finally, the summary should include
a preliminary regional budget for the Strategy
and Action Plan.
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Identify the policy and financing context >

Why is it important?

Understanding regional priorities helps inform the
rationale and objectives for the Strategy which
you will set out in Task 1.3. Any Climate Resilience
Strategy should have a good strategic fit with the
wider regional economic, social and environmen-
tal priorities. You can use these wider priorities to
reframe adaptation as an investment rather than a
cost, i.e. that it helps the region achieve its wider
economic and social goals, such as job creation or
improved productivity. In addition, understanding
planned decisions and expenditure helps identify
where it may be possible to mobilise additional
investment in ‘climate proofing’ (or Type 1), adap-
tation through additional budgets, while under-
stand existing private sector relationships (such as
public-private partnerships or major suppliers) will
help you identify pre-existing stakeholders who will
be important to involve.

Linked to this, identifying a preliminary regional
budget early on helps you understand what
resources you will likely have available for the
pathways, and actions of the Climate Resilience
Strategy. This will inform later Tasks, such as when
deciding how to allocate such resources across
adaptation pathways, how to use public finance
strategically to crowd in additional actors, and how
actions should be sequenced over time.

Finally, understanding the region’s decision making
processes for budget and capital investments will
ensure the Investment Plan and the pipeline of
bankable projects are informed by, and comply
with these requirements. This increases the likeli-
hood that the Investment Plan and projects will be
approved at the end of the process.

What should you focus on the first time
round?

In the early stages, ensure you have a solid under-
standing of the region’s economic, social and envi-
ronmental policies and priorities. It is important
to focus on those which are most relevant to the
development of the Climate Resilience Strategy.
Typically, this includes a region’s economic devel-
opment strategy and wider social and environ-
mental strategies, as well as existing strategies
and programmes to adapt to climate change. In the
early stages, the focus should be on understand-
ing the objectives and the implications and less on
documenting them.

In addition, understanding processes and require-
ments the region’s budget and Investment deci-
sions will help identify if the timetable for the
development of the Investment Plan is aligned with
key decision-making points on financial spend or
whether changes are needed.

4 )
Food for thought: Determining prior-
ities can be challenging due to a wide
range of different organisations and
governance mechanisms. This can be

harder where there is policy-centric govern-
ance (where there are multiple different
competing places with different priorities),
or multi-level governance (responsibilities
at local, regional and/or national level). For
example, in the region of Arnhem and Nijme-
gen, the two cities are significant drivers of
wider economic development but some-
times have differing views on future path-
ways. In such cases, it is worth documenting
such differences so they can be accommo-
dated for in the development of your Strat-
egy and Investment Plan.
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Identify the policy and financing context )

How can you complete it?

Policy and financing context - Start by identify-
ing and summarising the organisational priorities,
objectives and goals of the regional government,
focusing on its purpose, vision or mission state-
ments, strategic goals, business aims, services and
key stakeholders. You should also detail the organ-
isational structure, and governance arrangements.
The review should also include existing adaptation
and disaster risk reduction plans. You should also
review the set of economic, social and environ-
mental plans for the region and country to under-
stand the broader objectives and goals. These could
include those developed by the region, but also
other agencies.

This can be completed through a desktop review, to
draw out key targets and any assessments of how
climate change may affect the ability to meet them.
You may also wish to draw on the policy objectives
identified in Task 1.1 of the RRJ, identify evidence.
Once you have identified them you should explain
how they could be affected by climate change and
how development of the Climate Resilience Strat-
egy and Action Plan will support their delivery. You
should also consider the relationship between the
Climate Resilience Strategy and other organisa-
tional programmes and projects, such as flood risk
management plans. Given the Climate Resilience
Strategy will contribute to shared outcomes across
multiple organisations, you should also explain any
links and interdependencies with their programmes
and projects.

Financing processes - work with the finance team
to identify the regional government processes for
developing and approving capital and budgetary
spending. This should include the relevant infor-
mation and timetable for submissions of propos-
als. You should also identify and key metrics or
criteria. Examples of such metrics could include
the Cost-Benefit Ratios required for new capital
investments, the Net Present Value, and Internal
Rate of Return

Preliminary budget - To identify a preliminary
budget within the fiscal space of the region, you
should meet with your finance department and
politicians to determine the available financial
resources and borrowing potential of the regional
government to support adaptation. At this stage
you will have limited information on actual invest-
ment needs, so this should be purely indicative,
provide an initial framework to consider overall
resource mobilisation within. The financing require-
ments, as well as the available fiscal space and
financing scenarios will change throughout devel-
opment of the Strategy and Investment Plan, as you
build understanding but also because of the wider
budgetary process.

L, Insight: When funding or financ-
_ _ ing projects, public and private
,@\ sources of funding or finance will
have different requirements or
metrics. However, in the early stages, the
AIC focuses on the region’s criteria, since

all investments included in the pipeline of
Kprojects are likely to need to meet these.

J
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Identify the policy and financing context >

N
Eo Before moving onto Task 1.2, have you:

. Reviewed the region’s economic and social goals, how they will be affected by climate
change and how adaptation can help achieve them to help provide a backdrop for the
adaptation investment.

Documented the key budgetary and capital investment requirements.

Identified existing financing relationships with the private sector.

Identified a high-level preliminary budget for the Strategy and Action Plan.

Supporting resources:

o World Bank (2019) PEFA, Public Financial Management, and Good Governance. Chapter 1: Introduc-
tion: What Is PFM and Why Is It Important?

e ODI(2016) Public investment management: a public financial management introductory guide
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Identify the policy and financing context )

~
Explainer: What is fiscal space?

‘ Fiscal space is defined as “room in a government’s budget that allows it to provide resources for a
desired purpose without jeopardising the sustainability of its financial position or the stability of the
economy” (Heller, 2005). When developing a Climate Resilience Investment Plan, it is important that

a region has the appropriate fiscal space to pay for its share of adaptation investment.
For regions, fiscal space depends heavily upon legal competence and subnational funding arrangements. It
also depends on national fiscal space, which is in turn contingent on public debt, as well as the EU approach to
assessing the sustainability of public debt.
Depending on their local context, a regional government can create fiscal space in a range of ways, including by
raising taxes, securing outside grants, reprioritising expenditure, boosting efficiency, borrowing resources (from
citizens or foreign lenders), or borrowing from the banking system (and thereby expanding the money supply).
But it must do this without compromising macroeconomic stability and fiscal sustainability, making sure that it
has the capacity in the short term and the longer term to finance its desired expenditure programmes, as well
as to service its debt.
To generate estimates of fiscal space, governments often use multiple lines of evidence to provide a range, as
illustrated in the Figure below:
Figure 12: lllustrative Fiscal Space for the UK Government.
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Whilst fiscal space is an important component of securing budgetary approval for a region’s Climate Resilience
Investment Plan, in reality, a Plan is likely to also include a wider set of resources for adaptation investment - in
part mobilised by this direct regional spend.
J
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Identify the policy and financing context )

‘ Explainer: Public Investment Management and Public Financial Management

Public spending normally consists of two types - capital and revenue. Capital expenditure refers to
one-off large expenditures on fixed assets, whilst revenue expenditures cover day-to-day, recurring
expenditure (e.g. salaries or maintenance costs of infrastructure). In both cases, there are normally
standard processes that govern how decisions are made about whether such expenditure is good value for
money, as well as about how the region will maintain and operate completed assets. Like any other expenditure,
it is important adaptation projects meet these criteria.

Public Investment Management (PIM) is the umbrella term that refers to processes and systems that govern-
ments use to manage capital expenditure, i.e., how they select, construct, and maintain public assets. It can be
thought of as a system comprising groups of processes linked around an investment management cycle with
links to the annual budget cycle at certain key points. Most governments have formal processes for appraising
projects for selection. The exact criteria will vary, but in practical terms ensuring projects meet PIM criteria is
likely to involve evaluating why the project is needed, appraising the costs and benefits of the project to society,
appraising how the project will be implemented and its risks, and considering how it would be financed and if
necessary, repaid, with an assessment of cashflows. This also covers private investment repaid by citizens (e.g.,
Public Private Partnerships).

Once a project is approved for funding, the next step is to consider whether to include the project in the
annual budget. The processes designed to manage public finances are commonly known as ‘Public Financial
Management’ and are often described in terms of an annual budget cycle, and/or a medium-term expenditure
programme. It typically involves four key phases:

1. Budget formulation. The budget is prepared with due regard to government fiscal policies, strategic plans,
and adequate macroeconomic and fiscal projections.

2. Budget execution. The budget is executed within a system of effective standards, processes, and internal
controls, ensuring resources are obtained and used as intended.

3. Accounting and reporting. Accurate and reliable records are maintained, and information is produced and
disseminated at appropriate times to meet decision-making, management, and reporting needs.

4. External security and audit. Public finances are independently reviewed, with external follow-up on
whether the executive has acted on recommendations for improvement.
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Task 1.2 Gather baseline economic and financial evidence

RRJ task(s)

Task 1.1.1 Gather evidence,

Task 1.3.1, Assess climate risk 12

What is this task about?

Climate Resilience Investment
Plan Template Section(s)

Importance

Medium Optional

In this Task you gather data and evidence on the costs of regional climate impacts. This covers:

o Current and historic costs of extreme weather, as well as projected future costs.

o Existing and committed expenditure on development and climate change adaptation.

o Estimates of adaptation investment needs or of the benefits of adaptation.

What are key inputs for this task?

Key inputs include existing records or reports
on impacts of extreme weather, from organi-
sations, the public or the media. You may also
wish to draw on the risk and vulnerability
assessment in RRJ Task 1.3 and seek to quan-
tify their economic or financial components.

~

What are the expected outputs
from this task?

Completing this task provides you with an
overview of the existing evidence on the costs
of weather and climate, now and in future, as
well as the costs and benefits of adaptation. It
also provides you with a summary of the major
regional development expenditure planned
over the next 10-20 years (e.g. construc-
tion of new hospitals, metro or rail). You may
want to summarise this into a short briefing
report to raise awareness and understanding.
The outputs from this activity can be used
to support the main assessment of climate
risks and vulnerabilities (RRJ Task 1.3) with an
economic component.
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Gather baseline economic and financial evidence )

Why is it important?

Having data on the costs of extreme weather and
how they may rise in the future, and what you are
currently spending helps in multiple ways. First it
provides an appropriate framing for investments in
adaptation by showing your region is already incur-
ring costs from extreme weather and that these
will rise in future. Adaptation can often seem like
an additional cost on already stretched budgets.
Therefore, itis important to use data to raise aware-
ness that extreme weather already results in costs
for adaptation.

This information can also be used to provide a
baseline of ‘business as usual’ against which to
appraise the costs and benefits later of investment
Strategies and Actions in Phase 4. The process also
identifies where more systematic data collection
processes may be required, or where there are data
gaps which can be filled.

Mapping existing planned spend on adaptation will
help you better understand where strengths and
weaknesses are in your region, and where more
effort is likely to be needed

What should you focus on the first time
round?

In the early stages, it is important to focus on the
largest, most obvious sources of costs or evidence -
for example damages from major floods, or expend-
iture in key sectors which are vulnerable to climate
impacts. In later iterations, you may focus on devel-
oping new evidence or implementing systems to
better capture the costs of extreme weather.

How can you complete it?

Historic and future costs of extreme weather -
Search, collate and review the existing data and
evidence about the impacts (and associated costs)
of current weather on public services, businesses or
the region, and how this may change with climate
change. Where detailed cost data does not exist, it
may be possible to combine data on impacts with
unit costs to undertake valuation (e.g. to value the
economic costs of mortality, or the financial costs of
increased cooling demand in a heatwave). Data can
be about costs to individual organisations (finan-
cial) or to society (economic, including non-market
effects, such as costs to health or carbon emissions
from wildfires). You may also wish to undertake
one-to-one conversations and interviews with staff
in the regional government or other organisations
or issue a call for evidence to capture additional
public, private sector or civil society costs. Commis-
sioning bespoke studies can also be useful to aid
with data collection and quantification.

Current and future adaptation expenditure - You
many also be able to gather information on current
and planned expenditure from a range of sources,
including capital investment plans, budget lines,
and stakeholder dialogue. Draw on the informa-
tion reviewed in Task 1.1 to help identify existing
expenditure. You may also choose to draw on budg-
eting information, especially if your organisation
uses green budgeting approaches which include
adaptation. Some studies have provided top-down
estimates of adaptation as a percentage of over-
all GDP or GVA as a way of providing some very
early numbers on the near-term costs of adapta-
tion — however, costs are likely to rise significantly
in future.

-

-

~
v Insight: In situations where you may have a need to gather information from a wide range
'@' of municipalities or organisations, you may wish to consider issuing an online survey.
In developing its heat risk action plan within Pathways2Resileince, the Greater London
Authority employed this approach to help compile a comprehensive overview of existing sources
and instruments being used to fund and finance adaptation.
J
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The aim of the activity is to gain a broad under-
standing of the current and future costs, rather than
focusing on every detail. Wherever possible, data
and estimates should cover the economic (soci-
etal) costs, financial costs (i.e., costs to individual
organisations, such as the regional authority, or
health organisations) and fiscal costs (direct costs to
public finances - either by expenditure or changes
in revenues), noting these can overlap. If available,
this should also include consideration of the differ-
ential impacts of individuals and households from
varying hazards, exposure, or vulnerability.

You should systematically capture and log the data.
For adaptation expenditure, you should classify it
into ‘types’ of expenditure (Type 1, 2, 3). You may
wish to produce a summary report to help build
awareness of the costs of extreme weather and
climate change. If it does not already exist, you may
also wish to set up an ongoing process to expand
the evidence base.

Food for thought: When plan-
ning the type of information to
search for, it is worth thinking
about what will help you make
the case for action most convincingly to
those you need to bring on board early on.
For example, many senior managers and
politicians have a strong focus on boost-
ing Gross Domestic Project (GDP) as part
of economic development. The COACCH
project has produced NUTS2 level esti-
mates for Europe which illustrates how
climate change could impact regional GDP,
which can be leveraged relatively easily to
make the case to senior managers and poli-
ticians that adaptation will support such
goals.

N
E o Before moving onto Task 1.3, have you:

Engaged with existing services or other organisations on what impacts they have

experienced or might experience in future.

Undertaken a desktop search of existing studies.

Completed an inventory on the costs of extreme weather or climate change in the
region, as well as known adaptation needs and existing expenditure.

Identified the main existing expenditure on adaptation and future investment

needs.
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Supporting resources:

Guidance and supporting materials

UKCIP (2007) Costing Guidelines - Guidelines for costing the impacts of extreme weather events - These
guidelines set out the standardised approach to costing extreme weather impacts. They also include a
costings spreadsheet tool for collecting impacts.

ICLEI - Cost of Doing Nothing Toolbox - The CODN toolbox provides municipal decision makers with
guidance on collecting locally-relevant data and weighing the costs of action vs. inaction. The CODN
resources also support municipalities in framing their local data within a national and provincial/ territo-
rial context and examine costs and impacts of climate change across a number of hazards and sectors.

UNDP - Investment and Financial Flows Analysis - https:/climatepromise.undp.org/research-and-re-
ports/undp-methodology-assessing-investment-and-financial-flows

Case Studies and Examples

Climate Ready Clyde (2019) Towards A Climate Ready Clyde: Climate Risks And Opportunities For Glas-
gow City Region - Economic Assessment

ICLEI and City of Hamilton (2022) How much is climate change costing Canadian communities? City
of Hamilton Report.

City of Windsor, (2019) Climate change impacts in Windsor: A Technical Analysis.

Highland Adapts (2024) Economic assessment of climate change impacts in the Highland Region.

Pathways2Resilience (2024) Lower Austria case study

Data sources

52

European drought impact database - The European Drought Impact Database (EDID) contains more than
13,000 georeferenced records of drought impacts from Europe, and across different sectors, covering
a time window from 1970 to present. The data is provided at a range of scales down to NUTS3 level.

Hanze - Hanze Flood Database - a multi-source, well-curated historical flood impact dataset for Europe
(1870-2020) and high-resolution reconstructions of hydrological extremes, catchment alterations, expo-
sure, flood protection levels and vulnerability since 1950.

COACCH - COACCH Climate Change Impact Scenario Explorer — Online tool which allows an assess-

ment of the economic impact of climate change at the NUTS2 regions for a range of climate scenarios.

EM-DAT - EM-DAT - This database contains data on the occurrence and impacts of over 26,000 mass
disasters from 1900 to the present day. The database is compiled from various sources, including UN
agencies, non-governmental organizations, reinsurance companies, research institutes, and press agen-
cies. The data is open access for non-commercial use.
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Explainer: Estimating costs of weather, climate change and adaptation

h There are a range of methods that can be used to gather information on the regional costs of extreme
weather, climate change and adaptation to develop a financial and economic baseline. Such costs can
be financial (viewed from the perspective of an organisation) or economic (viewed from the perspec-

tive of society). Economic costs include non-market values, for example health impacts or the costs of carbon.

Estimating costs of historic weather events
There are a number of evidence lines that can be used to estimate the costs of weather events

Direct costs - These are costs incurred based on actual recorded activity in a region. For example, the amount of
funds spent on recovery from a flood event. These may be provided by individual departments or organisations
or be held in databases in specific teams in a region. An example is the staff costs associated with responding to
an extreme weather event.

Costing of impacts - \Where direct costs are unavailable, but quantified impacts exist (e.g. hectares of wildfire burn
or numbers of homes flooded), these can be valued using market prices or non-market valuations. The typical
formula, using the guidance from Metroeconomica (2004) is:

Cost (or benefit) = number of physical units in year x economic unit value

Specifically: the cost (or benefit) of a weather-related event on a specific vulnerable receptor (or group of recep-
tors) under selected climate and socioeconomic scenarios (€ per event in year t) equals the predicted ‘physical’
impact under selected climate and socio-economic scenarios (the number of physical units affected by the event
in year t) times the appropriate economic unit value or ‘price’ € per affected unit in year t). An example could be
the impacts of wildfires. Here, the area of a burn is multiplied by a standard value to estimate the amount of
carbon emitted, and the air pollution (e.g. PM2.5) caused. These are then valued using the governmental values
for the cost of carbon and air pollution. Data availability and precise values will vary by member state, and so it
is challenging to provide a single set of costs here.

Estimating costs of future impacts

Valuation of future risks - future valuation uses a similar approach to the Metroeconomica guidance. It typically
involves using impact models to model the potential impacts of future climate risks before then valuing them
using market prices. An example would be estimating future energy costs. This would involve estimating reduced
heating demand and increased cooling demand and then applying retail prices of electricity to provide indicative
costs and benefits.

Use of macroeconomic models - In addition to using valuation of impacts on individual risks or sectors, macro-
economic models can be used to simulate the impacts of climate change on the economy overall, e.g. on GDP
of Europe or regional economies. These are more complex and time consuming, but some major EU research
projects, such as COACCH and ACCREU provide outputs that regions can use.

Estimating adaptation expenditure

There are detailed methods for estimating existing adaptation expenditure. However, early, straightforward
options include:

Direct budget lines - Many governments have dedicated budget lines or clearly identifiable funds which support
services or teams or projects that provide services that directly support adaptation. These include sustainability
teams, flood risk management or green infrastructure teams.

Coefficients / Green budgeting - Green budgeting refers to the set of tools and systems of budgetary policymak-
ing and public financial management to inform, assess and deliver green objectives. A common part of green
budgeting is tagging - identifying budget lines that deliver, or contribute to delivering, sustainability objectives
including adaptation. Such systems can be more tailored, as well as identifying areas where more progress is
needed and incentivising further action.

% of GDP - some studies estimate adaptation costs as a proportion of regional GDP. This can be helpful for early
stages but is likely to underestimate future adaptation needs as impacts rise.

J
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“Being able to frame climate impacts and adaptation costs in economic and financial terms has made

a significant difference to being able to engage colleagues from different Departments in the Regional
Government and make the case for greater action to adapt.” - Simone Hagenauer, Project Manager, Ecoplus, the
Business Agency of Lower Austria

@ Case Study: Estimating costs of climate change and adaptation, Lower Austria

Introduction

As part of preparing for the development of additional climate change adaptation measures, the environment
and economy departments of the regional government of Lower Austria worked with Pathways2Resilience to
review costs of extreme weather and future investment needs.

Core information

The region was keen to better understand how much extreme weather was costing the region, and the costs
of climate change, as part of the preparation for the next Lower Austrian Climate and Energy Programme. They
were keen to strengthen the argument for investments in adaptation. They also wanted to identify further
improvements to local and regional systems to better capture costs of extreme weather and climate change,
and to stimulate investments in adaptation and innovation.

Key takeaways

» The region learnt that existing public data already highlighted the impacts of extreme weather on public
budgets, and it became clear that climate change could have a substantial effect on regional GDP.

e They learnt that the amount being spent on adaptation was significantly lower than near-term costs of
adaptation and that it was better to proactively address adaptation needs, including exploring the potential

for using adaptation as a tool for innovation and new business opportunities.

e They learnt that it was possible to undertake a high-level appraisal of the costs of extreme weather and
climate change, as well as indicative near-term adaptation costs using publicly available data (even data on
NUTS2 level). Data came from a range of national and EU research and innovation projects, including the
Horizon 2020 project, COACCH, and work by the University of Graz.

e The work has helped the region frame adaptation as an investment which protects the environment,
people and the economy and strengthened the case for increasing the allocation of public budgets
towards adaptation.

o |t has also helped the region to realise that there are local economic development opportunities arising
from supporting the development of companies which can provide the goods and services to help the
region adapt.

The region is reframing its approach to adaptation as supporting economic and social benefits and is taking
forward new actions to support the economy as part of its adaptation strategy. As part of the ARCADIA project,
the region will be looking at raising awareness of climate risks and adaptation plans for municipalities and
businesses, developing and testing nature-based solutions. Moreover, as part of the Partnerships for Regional
Innovation initiative with Climate KIC, Lower Austria is looking at developing a roadmap of innovation actions
and interventions for the transition towards climate resilience, with a particular focus on the opportunities from
digitalisation and adaptation.

Leveraging existing public data can reveal the financial impacts of extreme weather and highlight the economic
risks of climate change. Proactively addressing adaptation needs not only reduces costs but also opens new
business opportunities. By reframing adaptation as an investment in both the environment and the economy,
regions can support growth while enhancing resilience. Moreover, regions should consider the different initia-
tives available that offer valuable models for raising awareness, developing solutions, and capitalizing on digi-
talisation in adaptation efforts.

54
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Case Study: Using Risk Assessment to Prioritise Adaptation Finance in the Basque Country
Introduction

The Basque Country has adopted a data-driven approach to adaptation, prioritising strategic investment based
on projected risks and economic impacts. Through the KOSTAEGOKI Project (2019-2021)—the first regional
climate risk assessment in Spain to include a socioeconomic dimension—the government estimated that with-
out action, coastal flooding could impact 2,700 hectares, with potential losses of €2 billion in residential and
industrial assets and €3.2 billion in tourism revenue.

Work is currently underway on governance mechanisms that will enable inter-institutional collaboration to obtain
external funding. Of note is the KAIA working group, set up to seek funding for improving climate resilience in
the Basque Country. It was created as an inter-institutional and multi-sectoral committee with the mission of
defining, prioritising, coordinating and leading the development of policies, strategies and actions in the field of
climate change adaptation throughout the Autonomous Community of the Basque Country (CAPV).

Core Information

The Basque Country has positioned itself as a frontrunner in climate risk assessment and finance readiness. Led
by the Department of Industry, Energy Transition and Sustainability, and supported by research institutions such
as AZTI, the KOSTAEGOKI project provided a robust evidence base for prioritising adaptation measures. The
analysis demonstrated that coastal flooding poses some of the most significant risks, threatening both infra-
structure and the regional economy, particularly the industrial and tourism sectors. Building on this evidence,
the government has created governance structures like the KAIA working group to coordinate across minis-
tries, agencies, and sectors, ensuring that climate adaptation priorities are aligned with funding opportunities.
By linking scientific evidence to financial planning and inter-institutional governance, the Basque Country is
preparing to mobilise EU, national, and private resources for climate resilience.

The KAIA working group stands out for its fair and inclusive approach, involving multiple departments and tech-
nical stakeholders, and for its capacity for continuous learning. Adaptation is understood as a dynamic process,
responsive to changing conditions and informed by monitoring and experience.

Key Takeaways

e Evidence-based prioritisation: By quantifying both physical risks and socioeconomic impacts, the Basque
Country was able to identify priority sectors for climate finance.

 Integration of science and economics: KOSTAEGOKI combined physical climate data with economic
modelling to demonstrate the cost of inaction.

o High-cost risks identified: Coastal flooding alone could generate losses of €5+ billion, strengthening the
case for urgent investment.

e Governance innovation: Creation of the KAIA working group to provide an institutional home for adapta-
tion finance coordination.

e Whole-of-government approach: Multi-sectoral and inter-institutional collaboration ensures that adapta-
tion financing is mainstreamed across policy areas.

e Financing readiness: Evidence and governance structures position the Basque Country to effectively
compete for EU, national, and private climate finance.

e Replicability: Demonstrates how other regions can use risk assessments not only for planning, but also to
unlock financing opportunities.

Sources:

KOSTAEGOKI, Vulnerability and Risk Assessment | Ihobe
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Case Study: Improving knowledge through Green Budgeting, Andalusia
Introduction

Andalusia has pioneered the integration of climate considerations into public finance through a comprehensive
“oreen budgeting” methodology. This initiative aligns regional budgets with climate and sustainability objectives,
ensuring that public spending contributes not only to mitigation and adaptation but also to systemic resilience.
The approach was established under Law 8/2018 on Climate Change and Energy Transition in Andalusia and
reinforced by the Andalusian Climate Action Plan (PAAC, 2021-2030).

Core Information

The green budgeting initiative, formally launched in 2019, is among Europe’s most ambitious efforts to embed
climate action into fiscal governance. It is supported by a €800,000 publicly funded contract running until 2026
and is firmly rooted in international frameworks such as the OECD guidelines, European Green Budgeting prin-
ciples, and the EU Taxonomy for sustainable finance.

The methodology relies on a three-step process. First, budget indicators are systematically identified and tagged
for climate relevance, creating a detailed map of how spending intersects with environmental objectives. Second,
indicators are assessed quantitatively using weighting coefficients that classify them as having a direct, indirect,
or null impact on climate goals. Third, programs undergo a qualitative review, measuring their alignment with
the PAAC’s adaptation, mitigation, and resilience targets.

Transparency is central to this approach. Each year, the government publishes two key documents: an ex-ante
Report on the Budget’s Climate Incidence attached to the draft budget law, and an ex-post Annual Report on
Climate Budget Execution that evaluates actual spending. Together, they provide both prospective and retro-
spective views of Andalusia’s climate-related financial commitments.

The impact of the initiative has been substantial. By 2023, €1.176 billion—2.62% of the region’s total budget—
was allocated to climate action. Between 2019 and 2023, identified climate-related measures increased by
920%, while the number of budget sections explicitly acknowledging climate impact grew from seven in 2019
to 32 by 2025. This expansion represents a more than 300% increase in tagged indicators, demonstrating how
deeply climate considerations are now embedded across governance.

Mitigation and energy transition initiatives account for the majority with 57 actions (62.6%), followed by adapta-
tion with 39 actions (42.9%), and communication and participation efforts with 25 actions (27.5%). Importantly,
Andalusia has also integrated gender and climate budgeting, creating synergies that ensure resource allocation
is both equitable and environmentally sound.

Akey pillar of success has been investment in capacity building. Civil servants across departments are trained in
climate tagging and evaluation, strengthening institutional ownership of the methodology. This ongoing learning
process not only improves technical accuracy but also fosters a broader cultural shift within public administra-
tion, embedding climate responsibility into everyday governance.

Key Takeaways

o Astrong legal foundation has ensured political and institutional continuity.

o Alignment with international standards enhances credibility, comparability, and replicability.

o Capacity building has been critical, promoting ownership and sustainable institutional change.

o Annual reports guarantee transparency and allow public accountability.

e The integration of gender and climate budgeting creates coherence and fairness in financial deci-
sion-making.

o The Andalusian model offers replicability potential, provided other regions establish legal frameworks,
foster cross-departmental collaboration, and invest in continuous training.

Sources

Andalusian Regional Government - Climate-Responsive Budgeting Reports
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Developing Your Investment Plan

Task 1.3 Develop adaptation objectives and economic
rationale

Climate Resilience Investment
RRJ tasks(s) Plan Template Section(s)

1.1. Understand the system, 1.3 Assess

climate risks and vulnerabilities, and 1.3

2.3 Co-create a shared vision

What is this task about?

Essential but

= advanced

This Task involves setting out the adaptation objectives for a Climate Resilience Strategy and the associ-
ated economic rationale. You may also wish to set spending objectives (particular objectives associated

with the use of Investment).

What are the key inputs for this
task?

Regions can draw policy appraisal guidance
from their central policy and finance depart-
ments, as well as from member states and the
EC. You should also draw on the information
collated in Tasks 1.1 and 1.2, as well as the
RRJ tasks related to establishing a baseline
(1.1), assessing climate risks (1.3) and co-cre-
ating the vision. (2.3).

What are the expected outputs
from this task?

The output from this task is a written set of
adaptation objectives written for the Strategy
and Action Plan and an associated economic
rationale The rationale sets out why the
region is developing a Climate Resilience
Strategy and Action Plan from an economic
(societal) perspective, whilst the objective
set out what it will seek to achieve. The strat-
egy objectives and rationale should include
adaptation objectives but may also consider
financing objectives. This is used to support
the longlist of options for adaptation path-
ways in Task 3.1.

-

Food for thought: At the early stage of developing your Investment Plan, you may wish to

keep your baseline report as an internal document which provides a stocktake of progress

to date and consolidates progress. However, you may also wish to publish this orissue it

for early consultation. Doing so could have a number of benefits, such as identifying new
costs, helping refine the regional narrative or objectives, encouraging stakeholder support and
buy-in, and engaging additional stakeholders in the process.

~
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Why is it important?
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Providing a framework to appraise adaptation
options- considering the Strategy’s economic
case from the beginning helps with securing
investment in the action plan in the later stages.
This starts with a clear rationale and objectives
informs and constrains the development of a
longlist of adaptation options and pathways.

Stakeholder engagement and momentum-
Outlining the contribution a Climate Resilience
Strategy makes to a region’s broader policy goals
helps engage stakeholders and builds early
momentum. It provides a forward signal on the
approach the region is taking to develop propos-
als for investment and why, bringing other actors
such as communities, private sector or financiers
into the process,

Informing financing models- considering the
economic rationale helps early thinking on the
respective roles of the public and the private
sector in adaptation. Similarly, the AIC process
builds on the high-level benefits in future tasks
to identify them in more detail and link them
to potential beneficiaries as part of developing
financing approaches for pathways and actions.

Centring Just Resilience- A good economic
rationale should consider distributional impli-
cations and requirements, both in terms of
addressing risks, but also in terms of who pays
for the adaptation.

Monitoring, Evaluation and Learning- A clear
rationale and objectives are important for moni-
toring, evaluation and learning of the Strategy
and Investment Plan.

What should you focus on the first time
round?

Focus on being clear on the economic rationale
for why the region is developing a Strategy and
developing specific objectives or outcomes you
want to achieve. This is important to help clarify
the roles and responsibilities of different partners
in financing and delivering these options. Future
iterations can expand the scope of the Strategy’s
risks or sectors.

How can you complete it?

Setting adaptation objectives

Start by setting out some draft adaptation objec-
tives for the Strategy. Strategy objectives set out
what the Climate Resilience Strategy and Action
Plan will aim to do through the spending and invest-
ment. They should be framed as social outcomes,
aligned with the underlying policies, strategies
and business plans of the organisation. Focus on
a small number of objectives (e.g. reducing risks of
flooding). These should focus on what needs to be
achieved rather than the potential solution (e.g.
reducing flood risk, rather than ‘building sustainable
drainage systems’).

Objectives should also have a degree of coherence
to be realistic - they should be based on consist-
ent assumptions on future levels of warming and
socio-economic change. The level of warming
assumed defines the scope of the problem (e.g.
the number of assets at risk, or people affected by
flooding. Objectives should also seek to be coher-
ent across sectors and value chains. For exam-
ple, there is no point in having a high degree of
adaptation in commercial buildings if the transport
network does not allow citizens to access them.

Finally, the Strategy objectives should also quantify
the high-level benefits that the Strategy and action
plan will achieve. You may also wish to outline the
contribution to wider economic, social or environ-
mental policy goals and targets.
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Food for thought: While politically challenging, being more specific is helpful as it allows
better definition of options and their costs and benefits. For example, whilst ‘reduc-
ing flood risk’ is a positive outcome, ‘reducing flood risk so that no-one in the region is
exposed to a 1 in 200-year flood event’ is more helpful, because it is specific and quanti-

tative. Relevant options can then be evaluated for their adaptation effectiveness, value for money
and economic and financial benefits.

- J

Considering these issues, the ClimateFIT project, building on work by the UK Climate Change Committee
has developed six criteria for good adaptation objectives:
1. Atime-bound horizon (e.g. 2050) that serves as a focal point for long-term climate adaptation efforts.

2. Aclear and operational definition of what climate-resilience means, identifying specific climate and soci-
oeconomic scenarios and associated hazards or risks that the area should be resilient to.

3. Clarity on how measurable climate-resilience sectoral goals can be developed consistently with the
national objective, and how these goals will be monitored.

4. Clarity on the roles of government, the private sector, and households in delivering the objective.
. An ability to define and cost specific programmes, projects which contribute to the objective

6. A process for how the objective and associated sector-specific targets will be reviewed and updated
over time as necessary,

w

Source: Authors, based on Taylor, England and Lea-Eggert (2025).

Some example objectives are highlighted below:

Figure 13: Examples of climate resilience objectives which can support selection of options.

EE BUILDINGS

Q TRANSPORT ﬁ AGRICULTURE

Source: Authors, based on Taylor, England and Lea-Eggert (2025).Source: I4CE, 2024.

* Minimum number of hours during
which interior temperaturas should
not excead a certain threshold -
in new or rencovated I:n.uildings -
without recourse o air conditioning.

* Guaranteed continuity of public
services during periods of extreme
heal.

# Annual targets for the amount of
public reineurance (CatMat scheme)
to ensure the sustainability of the
systemn in a context of increasing
risks.

* Maximum recovery times following
traffic disruptions (as already exist
for the electricity network).

& Maximum number of days forwhich
temporary speed reduction meas-
ures can be applied 1o a route,

= Traffic reliabilily largels (e.g. a max-
imumnumber of minutes for delays
caused by weather conditions).

» Expected level of availability of at
least one roule under reasonable
conditions (e.g. journey timea).

* Guaranieed average yiedd over a
sl pariod.

+ Annual production targets,
+ Guaranteed salf-sufficiency rate of

100% or mora for most agricultural
and food products,
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Develop economic rationale for adaptation objectives

For each objective, then begin to set out an economic rationale. An economic rationale typically relates to
improving economic efficiency or social welfare. Examples include:

Delivering improvements in public services - improving efficiency of services, the quality or quantity of
services, providing a new service, complying with new policies or legislation, or continuing certain activ-
ities. For example, a region could seek to extend the coverage or improve the quality of a flood or heat
alert or early warning system.

Providing social/public goods - providing things that are not provided at a satisfactory level by the
market alone - for example flood defences, or nature-based solutions. Another example could be making
healthcare services climate resilient.

Improving the welfare efficiency of existing private markets - helping improve the societal benefits
provide by private markets. For example, imposing temperature standards for buildings to lower impacts
on workers.

Achieving social objectives considering ethical or distributional issues - for example fair access to health
or education. This is particularly relevant since people from lower socio-economic backgrounds are dispro-
portionately exposed to climate change and have more limited resources to adapt. Geographical varia-
tions in hazards and exposure (e.g. in coastal areas, or urban heat islands) also affect people differently.

In reality, the rationale is often a mix of all of all of these, and it will vary from region to region.

The rationale and objectives can normally be devel- 4 \ . i _ )
oped by the local team leading the Climate Resil- oy Insight: Setting out arationale

ience Strategy and Investment Plan but should be _,@_ is not a common step in devel-
informed by evidence and views of stakeholders. oping a Climate Resilience Strat-
Regions may draw on the outputs developed in egy -regions may assume that adaptation
Phase 1 of the RRJ process, including the framing of is needed, or they may have a legal duty

the problem (Task 1.1), system maps (Task 1.2) and to adapt. Therefore, whilst it might feel

the risk assessment (Task 1.3), as well as vision and unnecessary early on, having a clear
objectives developed through the vision co-crea- economic rationale for intervention will

tion process from the RRJ process (task 2.2.1 and support the mobilisation of finance. It wil
2.2.2), or they may choose to develop them after help you think about vvhere the region can
this process. Regions should draw the information act strategically to crowd in new economic
together with information collected in Tasks 1.1 and 9 activity in additional sectors and systems. y

1.2 and use them to populate the financial sections
of the Baseline report.
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Before moving onto Phase 2, have you:

Documented the spending objectives for the Climate Resilience Strategy and Action
Plan.

Set out a clear investment rationale.

Completed the financial parts of the baseline report.

Supporting resources:

Guidance and supporting materials

Cimato and Mullan (2010) Adapting to Climate Change: Analysing the Role of Government - This guide
explores the role of Government in supporting people and businesses to overcome barriers and help
them take the right adaptation decisions.

Frontier Economics and Paul Watkiss Associates (2022) Barriers to financing adaptation actions in the
UK - This report outlines the common barriers to financing adaptation in the UK, based on a literature
review. Whilst UK-focused, the barriers are more common and widespread. It highlights the indicative
strength of the barriers, and groups them by type - for example information, economics and finance,
behavioural and policy and regulation.

Taylor, R., England K and Lea Eggert (2025) Develop your Investment Plan - Guidance for Facilitators.
Forthcoming. Deliverable 3.1 of the ClimateFIT project - This includes guidance on developing effective
adaptation objectives, including different types and their advantages and disadvantages.

|4CE (2024) Anticipating the impacts of a 4°C warming: what is the cost of adaptation in France? -
This report assesses the costs of adaptation for three sectors in France: Built Environment, Transport
and Agriculture. It provides particular examples of the types of adaptation objectives that can support
development of financing strategies and options.

GLA Economics (2008) The rationale for public sector intervention in the economy Il - This report looks
at the rationale for public sector intervention in the economy. The report sets out the general economic
theory on why and when the public sector should intervene and tries to give relevant regional examples.
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Explainer: Economic rationale for adaptation: from extra cost to prudent investment

h Adaptation has historically been portrayed as an additional cost to regions, making it seem unaffordable

and making it compete against other spending priorities. Regions can successfully reframe adaptation
to show its positive economic (societal) and financial benefits. The most common economic reframing is known
as the triple dividend. This involves seeing adaptation as:

» Avoiding future losses - Adaptation helps minimise economic and financial losses, and while context-spe-
cific, it often has very high cost-benefit ratios compared to other investments.

o Generating economic benefits through adaptation activity - Adaptation, like any other economic activ-
ity, generates economic benefits, both directly and indirectly, including through job creation, productivity
enhancements and tax revenues.

e Delivering co-benefits - Whilst they vary from case to case, adaptation projects deliver a wide range of
extra benefits, for example helping increase property values and rental yields, or boosting biodiversity.

The narrative can be further extended to demonstrate that adaptation helps achieve strategic economic and
social priorities, by improving the effectiveness of such actions. For example, adaptation improves regional
economic performance by reducing the impacts of heat on labour productivity, or the disruption to transport
networks and supply chains. It also supports the transition to net zero by improving the reliability of energy
generation, helping reduce the costs of mitigation. In communicating these issues, it is also important to recog-
nise the existing ‘adaptation deficit’, i.e. the extent to which societies are adequately adapted to the current
climate, since these are often excluded from evaluations of costs.

As well as economic, social and environmental benefits of adaptation, an additional under-communicated area
is the financial co-benefits it can provide. Examples of these benefits include:

o Reducing future pressures on public finances - Climate impacts result in financial costs to regions
because of extreme weather events, and slow-onset changes. This can occur directly (e.g., through
payments for recovery from extreme weather and adaptation measures), as well as indirectly from erosion
of the revenue base because of reduced output, high public expenditure on social payments, or wider debt
sustainability. As one example, sea level rise could affect up to 30% of local government revenue in Flor-
ida.

o Supporting access to finance - Strong adaptation policies can improve creditworthiness and reduce the
potential future risk of downgrades of credit ratings, due to improved economic performance, reduced
regulatory risk, and improved sustainability.

o Protecting existing revenue streams - Adaptation also has the potential to protect revenue streams which
are used and relied upon for public spending or repayment of debt. For example, climate-proof trans-
port systems, or actions which support businesses to adapt, increase the ability of the private sector to
continue the payment of local taxes.

o Supporting broader macroeconomic stability - Investments in adaptation have the effect of providing a
more stable economic environment, which in turn contributes to a positive investment environment. This
helps support continued public and private investment into a region, in turn bolstering the public tax base
and reducing the risk of capital flight.

* Lowerinsurance costs - Proactively demonstrating investments in adaptation can be used to obtain
reductions in insurance discounts.
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Explainer - The economics of adaptation

‘ The costs and benefits of adaptation options are typically used within a decision making framework

as part of the appraisal of adaptation options, using the costs and benefits to allow decision makers
to make informed decisions between options, allowing trade-offs and providing a means to justify decisions
(UNFCCC, 2009). However, information on costs and benefits can also be used in the design of policies and
strategies, and it is important to note that the setting of climate change adaptation or resilience objectives can
have a significant effect on the subsequent costs and benefits.

There is typically a three-stage approach to considering the costs and benefits of adaptation. The first is to esti-
mate the future baseline conditions. This is needed because future impacts are influenced by socioeconomic
change and the world will not be the same in future. The second step is to then add the additional impact of
climate change (left panel). This can then be compared against the adaptation scenario. (right panel) to provide
the gross benefit of adaptation. The green line represents the residual damage, since in most cases it will not be
cost effective to reduce damages down to zero. It is also important to consider the costs of adaptation itself, to
provide an estimate of the net benefit.

Figure 14: Schematic of the Climate Change Impacts, Adaptation and Residual Damage.
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Whilst conceptually this is relatively straightforward, in reality, this is difficult because the physical and economic
impacts of climate change and benefits of adaptation vary by sector, location and technology. There is also deep
uncertainty around socio-economic change and future levels of warming, but also climate models, impacts, and
adaptation. Such factors also vary over time. This means it can be very challenging, and estimates depend on
definitions, models, assumptions, scenarios and uncertainty.

There are also issues relating to economic valuation - for example accounting for time preference (discount
rates) can also be difficult to monetise as they appear in non-market sectors (e.g. health, or ecosystem services).

In practice, objectives vary between regions, countries and communities and there will be trade-offs between
adopting all possible measures on the one hand and living with the risks on the other (Horrocks et al., 2005).
The costs and benefits of adaptation thus depend on the objectives set, and the underpinning approach - e.g. if
they are set on the basis of economic efficiency, reducing risks to acceptable levels, or trying to return to current
risk levels - as well as assumptions around the levels of climate and socio-economic change.

A Regional Climate Resilience Strategy typically involves setting objectives which guide the development of a
portfolio of hard and soft measures that address a range of hazards and sectors. These objectives can be set in
many ways (e.g. resilience to a warming target, risk reduction, monetary metric). In setting initial objectives, it is
important to be aware how their framing will have implications in subsequent costs and benefits as well as alter-
native appraisal methods (such as cost effectiveness analysis). Therefore, regions should seek to strike a balance
between being specific in scope and assumptions on climate scenarios (which help appraisal and financing of
concrete measures) and being broad enough to allow for an exploration of a range of different options which
could meet the outcomes. It will also be important to consider reviewing and revising objectives based on the
findings of the economic appraisal of the portfolio.
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Phase 2: Addressing strategic financing barriers

The aim of this phase is to understand how your region currently finances adaptation, and the potential to
diversify and scale the funding and financing options available. You explore the range of funding and financ-
ing approaches the regional already uses and identify future strategic sources and instruments, as well as
the barriers to their use. Finally, you identify actions to address barriers to finance during the lifetime of the
region’s Strategy and Action Plan or their development.

Links to the Regional Resilience Journey:

AIC Tasks Relevant RRJ inputs

Task 2.1: Iden-
tify current and
desired sources
and instruments

Task 2.2: Identify
finance barriers

Task 2.3:
Improve access
to finance

64

Regions may also wish to draw on the possi-
ble futures, emerging shared vision and
theory of change in Phase 2 of the Regional
Resilience Journey as these may include
indications of the mix of possible sources or
financing arrangements which might need to
be available in future. N/A

N/A

Regions may wish to draw on the possible
futures, emerging shared vision and theory
of change in Phase 2 of the Regional Resil-
ience Journey to inform their thinking and
communicate with stakeholders how financ-
ing will need to change to meet these goals.

sssss

Enabling conditions for finance

Policy and
Regulation

Data and Evidence

Green
Budgeting

Sustainable
Finance

ppppppppppp

Address strategic
financing barriers

Investment Baseline

Outputs relevant to the RRJ process

Depending on the ordering of tasks, regions
may wish to use the strategic financing
options as an input into the development of
the Vision and Theory of Change in RRJ Task
2.3 and Task 2.4.

N/A

An expanded set of financing options may
open different ways to meet the adaptation
objectives and therefore also options. There-
fore, the new financing options should be an
input into RRJ Task 3.1 in the longlisting of
options.
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Task 2.1 Identify current and desired sources and

instruments

What is this task about?

N/A 2.1 Low

Optional

This task maps the existing adaptation initiatives already underway and build a picture of how much funding
and finance is already flowing, including which sources and instruments are used and how. It covers finance
within the region but also encourages a review of the wider national landscape. This task deepens the work

conducted in Task 1.3.

What are the key inputs for this
task?

The keys input for this are the output from
Task 1.3 outlining the existing adaptation
projects that are being funded. You may also
wish to draw on the Pathways2Resilience
D5.2 Catalogue of sources and instruments
to help identify and categorise the different
sources and instruments.

What are the expected outputs?

The output from this Task is table of the exist-
ing sources and instruments for adaptation
finance currently being used in the region,
and a summary of the key findings, such as

the current total spend on adaptation, and the
main sources or instruments being used . You
may also wish to include a map of the broader
Investment Landscape (see case study).
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Why is it important?

Adaptation financing is at an early stage in Europe,
and many regions only use traditional sources and
instruments (for example European grants). To
bridge the finance gap, regions will need to scale
up existing sources of funding and finance, as well
as building a more diverse set.

Mapping your region’s existing sources and instru-
ments provides a richer picture of the current
maturity of the region’s finance approach, includ-
ing who is currently paying for adaptation and
how. It also helps identify the scope to expand
those approaches and where innovation might be
needed. It also has a secondary benefit of identify-
ing the region’s current collective financing exper-
tise and capabilities.

Collating the existing financing approaches also
creates a broader awareness the options a region
already has available to finance adaptation in a
particular sector or for particular risks. It can also
be used to inform the Investment Strategies devel-
oped in Phases 3 and 4.

This Task also builds the region’s capabilities and
understanding of finance, helping reduce the
region’s long-term reliance on external consultants.
It also improves the uptake of existing sources and
instruments by showcasing what is already available
and focusing the discussion on scaling their uptake
and replication.

What should you focus on the first time
round?

The priority for this Task is making sure that you
document the main sources and instruments in
use. This depends on the regional context but could
be determined based on the volume of finance or
whether it is addressing priority risks. In future
revisions you can focus on smaller, less important
sources and instruments, or additional sectors,
which provide a richer picture.

How can you complete it?

Identifying existing sources and instruments

Review the list of existing spend on adaptation
already documented in Task 1.3, and document the
source and instrument used for each. To help you,
you can use the Pathways2Resilience Catalogue of
sources and instruments to classify the sources and
instruments you have identified, or to identify other
possible sources or instruments that may have been
missed in the initial review.

For each source or instrument, you should identify
its purpose, volume and beneficiary. You should
also capture the financing typology. Because adap-
tation and development are closely linked, there is
the potential to over-report on the total amount of
finance being spent on adaptation. To address this,
the IDFC have set out three types of adaptation
financing:

o Type 1 - Climate proofing - In these projects,
adaptation is the secondary objective. It is
not the primary objective for undertaking the
project but is a requirement for meeting the
main project goals over the long term. An exam-
ple would be a new hospital.

o Type 2 - Mixed adaptation - In these projects,
adaptation is one of multiple objectives - an
example might be a place-based regeneration
project.

o Type 3 - Pure adaptation - These are projects
for which the main objective is to adapt to
climate change. Examples would include a
flood defence or an adaptation capacity build-
ing programme.
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For each source and instrument, you should assign a financing typology. An example output from the process
is shown below:

Table 3: Example catalogue of existing regional sources and instruments for adaptation. Note the totals are
the same even though individual lines may differ based on the mix of sources and instruments.

Source/ Public, Financing Purpose Amount Benefi-
Instru- private, or | typology (Type ciary
ment hybrid 1/2/3).
National Public Pure adaptation ~ General, un-ringfenced grant. €1.25m
Government (Type 3) Small proportion allocated to fund (€250,000

sustainability team. avyearfor5

years)

European Public Mixed adaptation LIFE climate change adaptation €10m
Commission (Type 2) grant for deployment of green

spaces (note 50% cofinanced with
OwWn resources)

Own Public Mixed adaptation Own resources to co-finance LIFE  €10m
resources (Type 2) grant
EIB Public Climate proofing  Framework loan for regenera- €100m
(Type 1) tion of public spaces, with design
considerations for adaptation
included.

Total  €121,250,000

Instruments

Intergov- Public Mixed adaptation Use of own resources for co-fi- €10m
ernmental (Type 2) nancing of LIFE grant
Transfer Pure adaptation ~ National government funding for  €1.25m
(Type 3) core staff. (€250,000
ayear for 5
years)
Grants Public Mixed adaptation LIFE climate change adaptation €10m
(Type 2) grant
Loans Public Climate proofing  Used for mainstreaming climate €100m
(Type 1) resilience into public space regen-
eration.
Total €121,250,000

During this process it is also worth using the Pathways2Resilience catalogue to critically evaluate the
strengths and drawbacks of each identified source and instrument to help build your understanding of the
current advantages and limitations.
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Identifying additional sources and instruments

Review the Pathways2Resilience Catalogue to identify potential additional sources and instruments to
consider for use in the Investment Plan. The catalogue sets out a comprehensive list of financial sources and
instruments for adaptation and can therefore increase awareness of what is possible beyond your region
has already deployed. It can also be used to evaluate the suitability of sources and instruments. In selecting
different sources and instruments, there are a number of different considerations you should think about.
These are shown below:

Table 4: Considerations in choosing sources and instruments.

Instruments
(Way in which funding /finance is provided)

Sources

(Who provides the funding / finance)

o Ability to offer different instruments; o Speed of implementation required;

e Motivations for providing finance; e Maturity of the private investment environ-

» Aregion’s capabilities to reach those sources; e e e seions)

e The national, regional and local political * Monitoring and evaluation capacity needed;

context;

The terms under which that source provides
the finance;

Region’s economic and financial context, i.e. its

Region’s adaptation-related financial objec-
tives;

Region’s envisaged use(s) for the instrument;

Ability to raise funds to repay investments;

ability to borrow funding or financing.

It is important to evaluate the potential sources or instruments in more detail. For example, European
Regional Development Fund (ERDF) may initially be identified as a suitable instrument, but the budget may
be oversubscribed or focused on other priorities, whilst European Grants may require resources to develop
applications to access them.

4 )
Food for thought: While the best practice examples from the Pathways2Resilience cata-
logue are intended to illustrate additional possible financing options that could be transfer-
rable or replicated, their suitability is highly context-specific, depending on climate-related
hazards in the region, the characteristics of a particular sector, and the local, national and

EU policy. Furthermore, the role of each region may also differ in otherwise similar applications.
Hence, these case studies are not comprehensive and are meant to serve as inspiration as the
region explores their own financing models that address their specific needs.
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Before moving onto Task 2.2, have you:

Compiled a table of the existing sources and instruments the region is using to
finance adaptation action.

Mapped the wider landscape of sources and instruments

Reviewed the strengths and weaknesses of sources and instruments through the
Pathways2Resilience catalogue.

Supporting resources:

Guidance and supporting materials:

o Pathways2Resilience (2023) Financial sources, instruments and best practice case studies to support
financing regional adaptation —Pathways2Resilience has built a catalogue of 57 sources and 78 finan-
cial instruments. The catalogue includes advantages and drawbacks of each, and key considerations for
their use.

e Regilience funding opportunities catalogue - The toolkit produced as part of the REGILIENCE project
provides an overview of the main ‘off the shelf’ European funding opportunities for adaptation.

e |IDFC (2023) Common Principles for Climate Change Adaptation Finance Tracking - This guide sets
out some common principles used by the Multilateral Development Banks (MBDs), including the EIB
to track adaptation finance to reduce the risk of overreporting finance flow and to classify based on its
relationship to development.

e Machiels, T., Srivastava, V., Whittaker, S., Carreira Silva, M., Jaunet, A., Porko Beugnet, S. & Simonet S.
(2024). Adaptation Investment Landscape. CLIMATEFIT (Deliverable 1.1). - This shows an overview of
the financing landscape for the countries of each of the four leader territories - Slovenia, Czech Republic,
ltaly, and Romania
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Case study: Mapping regional sources and instruments in practice

Mapping sources and instruments can be challenging where there are a significant number of lower

level municipalities. To address such challenges in London, London Councils issued a survey to all 32
London Boroughs and the City of London. This identified a wide range of sources and instruments, including
betterment charges, and community municipal investments. It also identified new and innovative approaches,
including the use of £1.7 million of on-street parking to support adaptation investment.

Figure 15: Extract of the London mapping of sources and instruments.
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It can also be helpful to understand the wider context for adaptation funding and finance. In Pathways2Resil-
ience’s sister project, ClimateFIT, the consortium worked with country agencies to develop a map of the most
important stakeholders for adaptation finance. The map included public and private sector stakeholders and
a description of the instruments and models being used to fund and finance adaptation, alongside a matu-
rity assessment. This was undertaken for four leader territories — Alba Lulia (Romania), Brescia (Italy) Flanders
(Belgium) and Strasbourg (France) with less in-depth results for territories in Portugal, Spain, Czech Republic
and Slovenia.

(Continues on the next page)
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Case Study: Catalan Climate Fund: Using carbon taxes for mitigation and adaptation

“The Catalan Climate Fund is one of the Government of Catalonia’s key instruments to drive a just and

inclusive climate transition, financing local actions, research, businesses, and citizen initiatives that
strengthen social and environmental resilience.”, Sonsoles Letang, Director General for Climate Change and
Environmental Quality, Government of Catalonia

Introduction

The 2017 Catalan Climate Change Law led to the creation of the Climate Fund. The fund is endowed with
50% of revenues from the tax on CO, emissions from motor vehicles and 20% of the revenue from the tax on
installations that impact the environment. These taxes aim to finance mitigation and adaptation actions within
the framework of public climate change policies. The Climate Fund is a public fund, without legal personality,
attached to the department responsible for climate change. Its main objective is to implement policies and
actions aimed at mitigating and adapting to climate change in different economic sectors and natural systems,
supporting renewable energies and energy efficiency, energy efficient housing, sustainable mobility, efficiency
and water saving, public protection against the increased risk of extreme weather events, sustainable forest
management rise awareness, and information and education on climate change.

Core information

The new law was expected to raise additional public incomes every year. Since the launch of the Catalan
Climate Fund in 2021, projects amounting to more than €500M have been financed. These projects cover
both adaptation and mitigation for local authorities (town councils), research centres, small and medium-sized
enterprises, citizen participation, and environmental organisations. Creating the climate fund not only facili-
tates the implementation of actions but also simplifies the integration of GHG emission reduction and climate
risk vulnerability reduction objectives into the government’s sectoral policies and programming. The Fund also
encourages innovation and research in low-carbon technologies, promotes climate-resilient infrastructure and
sustainable urban planning and gives support to local authorities to implement climate action strategies. A total
of 81 projects have been funded, distributed as follows from 2021 to 2025:

Research and innovation field: 35 projects
Business sector: 6 projects

Local authorities field: 12 projects

Citizen participation field: 8 projects
Singular projects: 20

Currently, 38 projects are still ongoing, and 3 new projects will begin in 2026. The total commitment from their
inception to completion amounts to €245 million. In addition, the total executed from 2021 to 2025 (including
2025) amounts to €211 million, with a total of 35 projects completed.

Key takeaways

o The primary benefits are the facilitation of mitigation and adaptation actions at the local government and
small and medium enterprise levels.

e The next steps include incorporating the remaining two challenges (large valleys and economic activities)
into the climate fund.

e By creating similar funds and incorporating dedicated taxes, regions can facilitate local climate actions,
integrate climate objectives into sectoral policies, and address funding challenges more effectively.
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Identify current and desired sources and instruments >

Case Study: Parana Ecological Fiscal Transfers

Introduction

In 1991, the State of Parana, Brazil, introduced the ICMS Ecologico, the world's first ecological fiscal
transfer mechanism. This innovative policy linked a portion of state tax revenues (ICMS) to ecological perfor-
mance, redistributing resources to municipalities based on environmental criteria. By compensating local
governments for restrictions imposed by protected areas and water supply zones, while also incentivizing the
creation and expansion of conservation initiatives, Parand established a pioneering framework that has since
been replicated across Brazil and recognized internationally as one of Latin America’s most influential Payment
for Environmental Services (PES) mechanisms.

Core Information

The system is grounded in Article 158 of Brazil's Federal Constitution, which allows states to legislate criteria
for up to 25% of municipal ICMS revenue shares. Parand enacted Complementary Law No. 59/91 (updated
in 2022 by Law No. 249/22), earmarking 5% of transfers for ecological purposes (2.5% for hosting protected
areas, and 2.5% for safeguarding water sources used by other municipalities).

The ICMS Ecoldégico reflects the “Protector-Receiver Principle,” complementing the traditional “Polluter Pays
Principle.” Municipalities that conserve ecosystems or provide clean water are rewarded, while those neglecting
their responsibilities miss out. This dual role combines fairness—offsetting economic restrictions from conser-
vation measures—with incentives to expand and strengthen protected areas.

Management is coordinated by the Instituto Agua e Terra (IAT), Parand’s environmental authority. Municipali-
ties receive financial compensation for public water source areas, indigenous territories, and protected areas,
which also serves as an economic incentive for their environmental policies. Protected areas are verified annu-
ally through inspections and standardized evaluations. Transparent procedures—supported by dashboards,
georeferencing, and simulation tools—enable municipalities to anticipate financial flows and strengthen trust
in the mechanism.

The program has expanded dramatically. Transfers grew from R$44.7 million in 1992 to over R$511 million
in 2022. By 2024, disbursements reached R$635 million, benefiting 269 municipalities. The program'’s total
disbursement reached R$10 billion, making it one of the largest environmental payment policies.

The ecological and socioeconomic impacts have been substantial. As the program started, in 1991, the amount
of municipal protected areas was just 11,329.76 hectares. Today (2025) Parand’s total protected area network
covers 2.93 million* hectares, or 14.7% of state territory, reinforcing biodiversity corridors in the Atlantic Forest,
one of the world’s most threatened ecosystems.

Socioeconomically, the ICMS Ecolégico has become a lifeline for many municipalities. In some cases, revenues
may account for over 80% of total state transfers to municipalities, representing, in these cases, their primary
source of funding. The flexibility of these resources—usable for conservation, education, health, or infrastruc-
ture—has been key to generating political support and sustaining the mechanism.

Key Takeaways

o Dual Role: Balances compensation with incentives, ensuring fairness while driving conservation.

o Scale: Annual transfers exceed half a billion reais, providing a stable, predictable revenue stream.

e Measurable Impact: 4,500% increase in municipal protected areas between 1991 and 2022, strengthening
Atlantic Forest conservation.

o Flexibility: Supports both conservation and broader municipal needs, fostering political buy-in.

e Transparency: Innovative monitoring tools have built trust and improved planning capacity.

e Replication: Adopted by 16 other Brazilian states, Parand’s model demonstrates how constitutional fiscal
frameworks can mobilize finance for biodiversity and climate goals.

Sources
Regions4 (2023) Ecological ICMS: Parana State’s Environmental Tax Revenue Sharing Program

J
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Task 2.2 Identify finance barriers

Climate Resilience
Investment Plan
Template Section

RRJ task(s) Effort Importance

2.2 Explore possible futures 2.3 Co create a

shared vision, 2.4 Develop a theory of change.

What is this task about?

22,23,24

Medium  Essential

This task identifies barriers to scaling and diversifying financing of adaptation in your region. This could relate
to addressing challenges with existing funding and financing approaches, as well as those associated with
utilising additional sources or instruments you could be interested in.

~
What are key inputs for this task? What are the expected outputs?
The key inputs for this are: A table listing the challenges or barriers your
., o region faces in funding and financing adapta-
* The reglon§ own catalogue of existing tion, including where relevant, the associated
sources and instruments from Task 2.1. .
sources and instruments.
e Knowledge of existing challenges your
region has in funding and financing adap- It could also set out which sources and/or
tation instruments will be excluded from considera-
e Pathways2Resilience’s Deliverable 5.1 tion in the Investment Plan. Depending on the
on the common barriers to adaptation ordering of tasks, regions may wish to use the
finance. strategic financing options as an input into the
e Pathways2Resilience’s D5.2 - Catalogue development of the Theory of Change in RRJ
of Sources and Instruments, for inspiration Task 2.3 and Task 2.4.
on additional sources and instruments, and
their benefits, drawbacks and regional
suitability.
Regions may also wish to draw on the possible
futures, emerging shared vision and Theory of
Change in Phase 2 of the Regional Resilience
Journey as these may include indications of
the mix of sources or financing arrangements
which might need to be available in future.
J
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Why is it important?

Addressing barriers early on: Considering barriers
early ensures you can take action whilst preparing
your pathways and action plan to make them viable
options for financing. For example, if your region
has limited powers to raise taxes or impose regu-
lations to require private sector adaptation, you
can engage with the national government whilst
you develop your Investment Plan to seek such
powers. Equally, if persistent challenges include
lack of project development finance, you can
explore accessing a technical assistance facility.
This process also helps understand the extent to
which some of these challenges overlap with wider
regional development challenges.

Constraining or expanding choices of sources and
instruments: preliminary evaluation of barriers and
associated sources can identify potential political,
legal, or ethical reasons for using/not using certain
sources or instruments, as well as early entry points
to address them (e.g. political engagement or exist-
ing approaches in other sectors). Some barriers
may be able to be removed (e.g. a lack of credit
rating), whilst others may mean you will need to
narrow the choice of sources and instruments (e.g.
if there is political opposition to particular sources
or borrowing).

Setting direction and informing finance strategies.
This assessment gives you a clearer picture of the
region’s potential to mobilise certain sources or
instruments, which can then be used to inform the
development of adaptation pathways and invest-
ment strategies in Phase 3. It also signals the type
of financing approaches the region is seeking to
deploy to regional stakeholders, allowing them time
to prepare and respond.

Developing Your Investment Plan

What should you focus on the first time
round?

In the early stages, focus on addressing the key
barriers associated with using existing approaches,
as well as identifying a small number of key addi-
tional sources or instruments ta could help address
priority climate risks. You should also take stock of
whether there are any “obvious” strategic options
that may have been considered by the region
before or are currently being explored. For example,
crowdfunding may have been used in other policy
areas due to its ability to connect citizens with real
outcomes. While we recommended developing
specific ideas to initiate early preparation work, it is
also important to keep an open mind and consider
options once you begin the work to develop adap-
tation pathways and actions. In future iterations
you may wish to consider sources for particular
sectors or conduct early engagement to consider
feasibility.

How can you complete it?

Start by identifying the barriers to financing overall,
including any associated with particular sources
and instruments you currently use or plan to use
in your Investment Plan. Barriers can be grouped
into a number of types: Behavioural and Capability;
Financial, Economic and market failures; Technical
and Data; Political, Institutional and Governance;
and Knowledge and Awareness. For each barrier,
consider its type, importance and strength, as well
as the degree of control you have over that barrier,
as well as any relevant sectors or stakeholders, as
well as any particular sources and instruments it
relates to. It should also be linked to any particular
sources or instruments, either in use or identified
in Task 2.1.
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Identify finance barriers )

During this process, it is important to engage the region’s local stakeholders who will be key to addressing
barriers, developing the desired instruments and financing the adaptation actions. This is the crux of the
“Building a shared vision” step in the RRJ. As a minimum you should draw on the possible futures, emerg-
ing shared vision and Theory of Change in Phase 2 of the Regional Resilience Journey to inform choices.
However, you may also wish to involve potential sources as stakeholders directly in the visioning process to
raise their awareness of what the region is trying to achieve, where its challenges are and where the oppor-
tunities for them are.

Table 5: lllustrative barriers to mobilising adaptation finance.

Sectorand
stakeholders
involved

Associated
sources and/or
instruments

Strength Degree
of barrier | of
(H/M/L) control

Importance
(H/M/L)

Description

Barrier

Limited ability to
develop projects due
to high information
needs

Limited inclusion
of adaptation in
economic develop-
ment funding

Inability to levy taxes

Lack of credit rating

Lack of green financ-
ing framework

Private sector contri-
butions to flood resil-
ience

76

Financial

Policy

Legal

Legal

Policy

Policy

Al

Households/
Businesses via
Taxes

Capital
Markets -
Bonds

Capital
Markets

- Bonds,
Crowdfunding

Businesses via
Regulation

The region

has not main-
streamed adapta-
tion into many of
its wider funding
streams for
regional develop-
ment

The region does
not have legal

powers to intro-
duce new taxes

Lack of credit
rating prevents
access to debt
markets

Region’s lack

of framework
means that
funders would
not have confi-
dence in how
the region would
spend money

Private sector is
not required to
contribute to the
costs of flood
defences

High

High

High

High

High

High

Low

High

High

Low

Project
proposers

Regional
economic
develop-
ment teams

National
Government

Regional
government

Regional
Government

Chamber of
Commerce,
Real Estate
owners and
developers,
national
government
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Identify finance barriers >

In addition to developing actions to address specific barriers, regions should also consider whether syner-
gies with mitigation financing, or more strategic use of insurance could help enable further financing. Some
mitigation options can include significant financial savings or revenue streams that could be used to support
adaptation efforts. Depending on the size of benefits, these could include early efforts such as feasibility
studies, or the financing of the measures themselves. Similarly, insurance can often be deployed along-
side other financing approaches to reduce project risk, but it can also be used in partnership with physical
adaptation interventions to make adaptation options viable - for example a flood defence project with an
insurance scheme to support coastal communities.

A

@)

Before moving onto Task 2.3, have you:

Identified the barriers that make it challenging to use existing or desired sources and
instruments.

Reviewed the Pathways2Resilience catalogue to identify additional sources and
instruments and any associated barriers.

Supporting resources:

Guidance and supporting materials

Barriers to financing adaptation

o Frontier Economics and Watkiss, P. (2022) Barriers to Financing Adaptation Actions in the UK - This
report sets out the range of barriers to financing adaptation projects.

e« Moseretal. (2019) Adaptation finance archetypes: local governments’ persistent challenges of funding
adaptation to climate change and ways to overcome them - Provides an overview of the typical types
of practical barriers that regions can face in funding and financing adaptation projects.

e Koundouri, P, Dellis, K., Landis, C. Plataniotis, A and Zisiadou, A (2024) D5.1 - Synthesis of barriers and
solutions for Adaptation Finance
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Developing Your Investment Plan

Identify finance barriers )

Supporting resources:

Sources and instruments

o Pathways2Resilience (2023) Financial sources, instruments and best practice case studies to support
financing regional adaptation —Pathways2Resilience has built a catalogue of 57 sources and 78 finan-
cial instruments. The catalogue includes advantages and drawbacks of each, and key considerations for
their use.

e Regilience funding opportunities catalogue - The toolkit produced as part of the REGILIENCE project
provides an overview of the main 'off the shelf’ European funding opportunities for adaptation.

e ClimateFIT - 20 best practices - ClimateFIT performed in-depth research of 20 international best prac-
tices of innovative adaptation funding and financing solutions. Each case offers an inspirational example
of successfully raising financial resources for climate adaptation. The project analysed the local context,
the governance and organisational structure, the business model and financial model, successes and
limitations, and conditions for transferability.

e [ISD (2021) Innovative Financial Instruments for Climate Change Adaptation - This guide includes a
wide range of innovative instruments that can be used to fund or finance adaptation.

Olot, Catalonia Olot, Catalonia
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Case study: Catalan Climate Fund: Using new taxes to fund mitigation and adaptation activities,
Catalonia

“The climate fund is one of the instruments of the Government of Catalonia for the financing of public

policies on climate change in the field of local media, research, business, citizen participation, and
environmental organisations.”, Mireia Boya, Director General for Climate Change and Environmental Quality,
Government of Catalonia

Introduction

The approval of the Catalan Climate Change Law in 2017 led to the creation of three new taxes aimed at financ-
ing mitigation and adaptation actions within the framework of public climate change policies under the Catalan
Climate Fund. This fund is supported beyond the general budget of the Catalan government by these new taxes
on carbon dioxide emissions from tourists, motorbikes, commercial vans, large vans, and approximately 1,400
economic activities in Catalonia.

The successful deployment of the Catalan climate change law requires ensuring the implementation of the
commitments made within this regulatory framework. The insufficiency of necessary funding from the Spanish
government means that Catalonia continues as an autonomous community with most of its own taxes. This
necessity prompted the establishment of the Catalan Climate Fund to address these funding challenges.

Core information

The new law was expected to raise an additional €50m a year. Since the launch of the Catalan Climate Fund
in 2021, projects amounting to more than 300M€ have been financed. These projects cover both adaptation
and mitigation of climate change for local authorities (town councils), research centres, small and medium-sized
enterprises, citizen participation, and environmental organisations. Creating the climate fund not only facilitates
the implementation of actions but also simplifies the integration of GHG emission reduction and climate risk
vulnerability reduction objectives into the government's sectoral policies and programming.

Key takeaways

e The primary benefits are the facilitation of mitigation and adaptation actions at the local government and
small and medium enterprise levels. Without funding from the fund, implementing these actions would be
difficult.

e The next steps include incorporating the remaining two challenges (large valleys and economic activities)
into the climate fund.

» Additionally, the goal is to expand the financing lines to enable the full deployment of the Catalan climate
change law.

e The Catalan Climate Fund demonstrates how new taxes on emissions and various economic activities can
generate significant funding for climate projects. By creating similar funds and incorporating dedicated
taxes, regions can facilitate local climate actions, integrate climate objectives into sectoral policies, and
address funding challenges more effectively.

Source: Catalan Climate Fund (Available in Spanish and Catalan)
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Task 2.3 Improve access to finance

Climate Resilience Investment
RRJ tasks(s) Plan Template Section

2.2 Explore possible futures, 2.3
Cocreate a shared vision, 2.4 Developa 2.4
theory of change

What is this task about?

Medium Optional

This Task is about identifying and implementing an action plan to address barriers to mobilising finance,
alongside the main development of the Investment Plan.

N
What are key inputs for this task?

The main input is the set of additional sources
and instruments and barriers assessment in
Tasks 2.1 and 2.2. You may also wish to draw
on the possible futures, emerging shared
vision and Theory of Change in Phase 2 of
the RRJ.

Why is it important?

Increasing sources and instruments available to use
in Investment Plan development. By identifying
and implementing actions to expand the options
for funding and financing as you development the
Investment Plan, you will have a wider set of fund-
ing or financing options available when it comes to
planning how to finance your pathways and near
term actions in Phases 3 and 4.

What should you focus on the first time
round?

Improving the enabling conditions for adaptation
finance is a long-term challenge. Therefore, the
priority should be to focus on addressing barriers
related to the most urgent risks, sectors or places.
Another priority should be where simple interven-
tions could unlock significant additional finance

What are the expected outputs?

The output of this Task is a set of actions for
your region to implement as you develop the
Investment Plan. The actions should detail
how you will address any barriers to scaling
existing approaches and the use of additional
sources and instruments and the broader
financing environment. These additional
actions can also inform or revise the Theory
of Change in RRJ Task 2.4, and as an input into
the options longlisting in Task 3.1.

flows, to make the most efficient use of public fund-
ing. For example, in Hamburg, the use of €1.5m as
an incentive for businesses to implement green
roofs mobilised €13.5 million (ClimateADAPT,
2022). You may also wish to consider which areas
have the likelihood of making realistic and substan-
tial progress.

How can you complete it?

Take the barriers to using extra sources and instru-
ments identified in Task 2.2 and identify a range of
actions that can be taken forward to address them,
along with responsibilities and timelines. An exam-
ple is shown below:
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Developing Your Investment Plan

Table 6: Example action plan to address barriers to sources and instruments..

Inability to

The region does not have legal

Lobby national govern-

Political represent-

levy taxes powers to introduce new taxes ezl ment for new powers ative Onigeing
La;k of credit Lack of credit rating prevents — Ob.taln credit rating for Finance team M12
rating access to debt markets region
Scope resource require-
Lo Region’s lack of framework Policy ments for developing a Adaptation team M5
ACKOTEIEEN 1 eans that funders would not green financing framework
financing . )
framework haye confidence in how the Engage with finance team
region would spend money Policy  to consider appetite for Adaptation team M3
such work
Private sector . . . Develop proposals for a Head of Economic
o Private sector is not required . .
contributions . national new tax credit Development,
. to contribute to the costs of Legal S ) M15
to flood resil- for contributions to flood Flood Risk
. flood defences
ience defence. Management Team
Consider reprioritising Head of Economic
Lack of project Limited availability of project structu.ral funds for Techni-  pevelopment,
Pro) development funding to allow ~ Finan-  cal Assistance
development . . M3
fnance development of financing cial Fngage with EIB on poten- .
approaches tial for TA with a region’s Climate change
portfolio. team
. e Lack of concessional finance . Engage with EIB / EBRD on  Director of finance,
Risk mitigation ) Finan- . .
fnance or guarantees available for cial potential for a framework climate change M12

crowding in private sector

loan to help in key sectors

team

Where it is not possible to identify actions to address barriers, you may wish to revise the list of desired
sources and instruments identified in Task 2.1.

Like the previous task, actions could be developed through expert review, or through a stakeholder work-
shop involving finance players from across the region. You should then take forward the actions in parallel
to this process. Where it is not possible for actions to be pursued during plan development, they should be
used as an input for the development of investment strategies in Phase 3 and the investment plan in Phase
4, as early thinking to improve the enabling conditions during delivery of the Investment Plan.

@)
E‘ Before moving onto Phase 3 have you:

Compiled an action plan on how to diversify your adaptation-related financial sources
and instruments, including timelines, and a clear allocation of roles and responsibili-
ties.
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Phase 3: Develop pathways and investment packages

The aim of this phase is to use economic and financial thinking to develop adaptation pathways, and asso-
ciated financing strategies. This involves evaluating the economic merits (alongside other key aspects
described in the RRJ guidance) of a longlist of adaptation options, before prioritising and sequencing them
into pathways with short-term, medium-term and long-term actions, and turning them into packages for
investment. These tasks links heavily with RRJ.

Y
)
.
.

S
IS
Seo Climate Resilience Investment
Plan and Pipeline

En,

Governance

Develop pathways and
investment packages

Links to the Regional Resilience Journey:

abling conditions for finance

Policy and
Regulation

Green
Budgeting

Inclusive

Sustainable
Finance

Resources
and Skills

AIC tasks Relevant RRJ inputs Outputs relevant to the RRJ
process

Task 3.1: Longlist adaptation
options and assess economic
benefits

Task 3.2: Prioritise and sequence
adaptation options

Task 3.3: Turn pathways into
investment packages

82

The Theory of Change (RRJ Task
2.4) should help frame the process.
This task should be undertaken

in parallel with RRJ Task 3.1. This
means you should only have a
single set of adaptation options.

The list of agreed options from RRJ
Task 3.1.2. (assess effectiveness)

N/A

The outputs of this task should be
used to inform the MCA scor-

ing characteristic of financial and
economic viability in RRJ Task 3.1.2
(assess effectiveness of options).

The final sequencing of pathways
can be used for evaluation in RRJ
Task 3.2.2.

N/A
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Task 3.1 Longlist adaptation options and assess benefits

Task 3.1 Identify Medium to high, depending on the complexity
and assess options ' of the region’s needs and the availability of data.

Essential

What is this Task about?

This Task is about developing a long list of adaptation options and appraising their potential costs and bene-
fits. This guidance focuses specifically on the economic and financial dimensions of this activity. This should
be undertaken alongside broader identification and assessment of adaptation options undertaken in Tasks
3.1.1 and Task 3.1.2. of the RRJ using the technique of Multi-Criteria Analysis (MCA).

\
What are key inputs for this task? What are the expected outputs?
The Theory of Change produced in RRJ Task An assessment of the overall economic and
2.4 will help frame the process, along with the financial viability of a longlist of adaptation
rationale and objectives set in Task 1.3. The SBlEl 69 5 e el el ergslisle [roatles
range of climate risks identified and assessed criteriain RRJ Task 3.2.1 (assess effectiveness
in Task 1.3.1 of the RRJ are also relevant. of options).

4
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Longlist adaptation options and assess benefits )

Why is it important?

Optimisation - Different options to achieve
adaptation objectives have different benefits and
costs. Identifying and assessing these trade-offs
early before more detailed economic and financial
appraisal helps ensure resources are targeted effec-
tively towards the most promising pathways and
options. It also helps avoid biases towards certain
types of solutions.

Improving financing prospects - Identifying and
evaluating benefits and co-benefits is a necessary
step to identify beneficiaries and therefore possi-
ble future sources of funding or finance. This is
important for the development of detailed financing
approaches for in the action plan in Task 4.2.

What should you focus on the first time
round?

Focus on identifying and evaluating the major costs
and benefits delivered by the various options under
consideration for particular sectors or risks. At this
stage, you are not doing this in lots of detail, but
to get a sense of the major benefits. Future itera-
tions could identify and quantify additional, smaller
benefits, which would further improve the financing
potential.

Joshua Kettle | Unsplash

How can you complete it?

In line with RRJ Task 3.1, start by agreeing a set of
key objectives for each potential pathway you want
to develop (e.g. for a hazard or sector). You should
then identify a list of all the different adaptation
options (e.g., flood risk management, climate-smart
agriculture, adaptation of buildings for overheat-
ing) that could be used to meet them. The choice
of options should also be framed by the Theory of
Change (RRJ Task 2.4). For each potential option,
map the climate risks that the range of options
address (using the risk assessment in RRJ Task 1.3.1
assess climate risks).

You should then identify costs of the measure as
well as associated adaptation benefits and co-ben-
efits. This should be considered from an economic
perspective, rather than financial to ensure the
widest set of benefits can be captured (see the
explainer in Task 4.1 on economic and financial
appraisal).
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Longlist adaptation options and assess benefits )

Adaptation benefits could include reduced levels of exposure or vulnerability to key hazards for popula-
tions or sectors. Co benefits are the wider benefits that arise from implementing adaptation actions such
as enhanced biodiversity, improved public health, or increased economic resilience. Both adaptation bene-
fits and co-benefits can be tangible (i.e. measurable), and intangible (less able to be quantified). Whilst the
specific benefits and co-benefits depends on the sector and nature of pathway, a table of indicative benefits
that flow from investments in climate resilience are provided below:

Table 7: Examples of direct, indirect, tangible and intangible benefits of adaptation. Source: Climate-KIC
Australia, 2021.

Direct (Adaptation benefits) Indirect (Co-benefits

Direct Tangible Benefits: These are the immediate  Indirect Tangible Benefits: These are the secondary
and measurable advantages resulting directly from positive outcomes that arise as a result of climate
climate resilience investment: resilience investment but may not be immediately

 Reduced infrastructure damage and maintenance ~ a@pparent:
costs due to better resilience to extreme weather e  Boosted local economy through job creation and

% events increased investment in resilient infrastructure
E” e Increased agricultural productivity and food secu- ¢  Enhanced public health outcomes due to improved
= rity through resilient farming practices air and water quality resulting from resilient urban
e Lower insurance premiums for businesses and planning
homeowners in resilient communities o Greater energy efficiency and reduced carbon

emissions from investments in renewable energy
and green building practices

Direct Intangible Benefits: These are immediate Indirect Intangible Benefits: These are longer term
but less quantifiable advantages of climate-resilient  or less tangible positive outcomes:
investment: e Preserved cultural heritage and ecosystem services
e Enhanced community cohesion and social capital through sustainable land management and conser-
% through collaborative resilience-building efforts vation practices
ED e Improved quality of life and well-being for resi- e Increased social equity and environmental justice
8 dents in climate-resilient cities and neighbour- through inclusive and participatory resilience plan-
= hoods ning processes

e Enhanced reputation and brand value for busi- ¢ Enhanced adaptive capacity and innovation in
nesses that prioritise climate resilience and response to future climate challenges
sustainability
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An example assessment for packages in a flood risk reduction pathway is shown below:

Table 8: Indicative economic and financial benefits and overall feasibility of a pathway to reduce surface
water flood risks.

86

Adaptive
management

Climate Proof

Early Warning System

Nature-based solutions for the built environment

Highways

Extension

Climate Risks

Damage to prop-
erty from Surface
water flood risk

Heatwaves and
high temperatures

N/A

N/A

Disruption to trans-
port from Surface
Water

Higher tempera-
tures / heatwaves

Flood risk to home-
owners

Flood risk reduction

Reduced insurance
premiums / claims

Reduced maintenance
costs

Productivity benefits -
reduced temperature

Improved air quality
Increase in rental yields

Increase in property
values

Carbon Storage

Reduced water treat-
ment costs

Improved biodiversity

Improved decision
making

Improved public sector
coordination and deci-
sion-making

Reduced repair and

maintenance costs

Reduced economic
disruption

Reduced damage to
property

Avoided physical and
mental health impacts

Reduced insurance
premiums / avoided
costs

Economic
and finan-
cial viabil-

Size of
benefit
(Quantified
or H/M/L)

Type of benefit
(adaptation bene-
fit / co benefit)

Adaptation benefit

Adaptation benefit
Co-benefit

Adaptation benefit

Co-benefit
Co-benefit

Co-benefit
Co-benefit
Co-benefit
Co-benefit

Adaptation benefit
Co-benefit

Adaptation benefit
Adaptation benefit

Adaptation benefit

Adaptation benefit

Adaptation benefit

ity
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Depending on resources and information, you may be able to undertake quantitative analysis to inform this
(e.g. a high level options appraisal in your region). If you do not have dedicated resource, information could
be taken from early-stage project feasibility studies, from engagement with relevant stakeholders (such as
environmental agencies or development banks), or from a review of similar work undertaken elsewhere (e.g.
in other regions). You may also with to focus solely on the relative size of benefits based on the proposed
scope. Alternatively, you may choose to define some quantitative criteria. (e.g. a reduction in damages or
increases in value). Estimates should be confirmed with relevant stakeholders for accuracy or assumptions.

The assessment of costs and benefits should be used to score the ‘Economic and Financial viability’ crite-
ria in the wider assessment and selection of options undertaken in Task 3.1.2 of the RRJ. This is shown in
green below:

Table 9: Multi-criteria evaluation of adaptation options. Economic and financial appraisal shown in purple.

Key Criteria (indicator) Adaptation Adaptation Adaptation
Option 1 Option 2 Option n

Adaptation effectiveness
(i.e. risk reduction)

High/ Medium/ Low High/ Medium/ Low High/ Medium/ Low

Potential to deliver integrated

) ) High/ M L High/ M L High/ M L
impacts (ie. co-benefits) igh/ Moderate/ Low igh/ Moderate/ Low igh/ Moderate/ Low

Robustness

(future proof) High/ Medium/ Low High/ Medium/ Low High/ Medium/ Low

£

2

% Flexibility (adaptive) High/ Medium/ Low High/ Medium/ Low High/ Medium/ Low

<

<
Potential regret Low Risk/ Moderate Low Risk/ Moderate Low Risk/ Moderate Risk/
(risk of maladaptation) Risk/ High Risk Risk/ High Risk High Risk
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Key Criteria (indicator) Adaptation Adaptation Adaptation
Option 1 Option 2 Option n

Technical Feasibility (technical read- Ready/ Needs Adjust- Ready/ Needs Adjust- Ready/ Needs Adjustment/
iness) ment/ Not Ready ment/ Not Ready Not Ready

Economic & Financial viability (from Favourable/ Neutral/ Favourable/ Neutral/ Favourable/ Neutral/ Unfa-
AIC Task 3.1) Unfavourable Unfavourable vourable

>
5=
)
‘B Relevance (stakeholder priority) Essential/ Important/ Essential/ Important/ Essential/ Important/
I:ng . v Non-Essential Non-Essential Non-Essential
c
(] o . Strong/ Moderate/ Strong/ Moderate/ Strong/ Moderate/ Weak/
e=N |ocal |
8 ocal Suitability (community support) Weak/ Contested Weak/ Contested Contested
@
qE, Policy Relevance Aligned/ Partially Aligned/ Partially Aligned/ Partially Aligned/
E— (coherence, institutional support) Aligned/ Not Aligned Aligned/ Not Aligned Not Aligned
. e ) ffici N fhci N :
Regional capabilities (local skills and SIS e SIS Nt Sufficient/ Needs develop-
development/ Not development/ Not
resources) ment/ Not Ready
Ready Ready
FaahtatesJust Resilience (equity of Po&hye/ Neutral/ P05|t|\{e/ Neutral/ SesiEve) NeuiE) Nesstive
impacts) Negative Negative

Transformative Power (potential to

. ) High/ Moderate/ Low  High/ Moderate/ Low  High/ Moderate/ Low
stimulate systemic change)

0
K
p=
©
3
o
©
c
K]
B
(7]
c
o
-

In addition to the characteristics shown above, you may wish to include other economic or financial criteria
within your MCA. These could include capacity to trigger private sector investment, employment effects,
effects on fiscal sustainability, or spillover effects.

You can undertake the appraisal in-house or through use of experts or consultants, though it assumes a
certain level of knowledge about the local context. You can use workshops and participatory sessions to
involve stakeholders in identifying, evaluating, and prioritising adaptation options. This can involve a range of
inputs, including selecting appraisal criteria, scoring options or to validate scores. It is important to facilitate
open dialogue to gather diverse perspectives, build consensus, and ensure community buy-in.
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Before moving onto Task 3.2 have you:

Clearly defined a long list of adaptation options.

Identified the indicative costs of options and types and sizes of economic and finan-
cial benefits they offer.

Evaluated the options based on their initial economic and financial viability.

Supporting resources:

MCA methods

MEDIATION (2013) Decision Support Methods for Climate Change Adaptation - This guide summarises
decision support tools, for adaptation. It covers traditional decision support tools (cost-benefit analysis,
cost-effectiveness analysis and multi-criteria analysis) as well as alternative approaches that more fully
capture uncertainty (real options analysis, robust decision making, portfolio analysis and iterative risk
(adaptive) management, adaptation turning points and analytic hierarchy process).

Van lerland, E.C., de Bruin, K. and Watkiss, P. (2013). Multi-Criteria Analysis: Decision Support Methods
for Adaptation, MEDIATION Project, Briefing Note 6. - Provides a more detailed note on the use of MCA.

Lukat, E., Rouillard, J., Lago, M., Tréltzsch, J. (2016). Use of nonmonetary metrics/weights in adaptation
decision-making. In Rouillard, J., Troltzsch, J., Lago, M., Markandya, A., Sainz de Murieta, E., Galarraga,
|, Distributional objectives and nonmonetary metrics. FP7 Econadapt project, Deliverable 2.3. - This
provides an overview of different non-monetary metrics for use in MCA.
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https://weadapt.org/wp-content/uploads/2023/05/decision-support-methods-for-climate-change-adaptation-1-method-overview-summary-of-methods-and-case-study-examples-from-the-mediation-project.pdf
https://www.sei.org/publications/decision-support-methods-for-climate-change-adaptation-multi-criteria-analysis/
https://www.sei.org/publications/decision-support-methods-for-climate-change-adaptation-multi-criteria-analysis/
https://www.econadapt.eu/sites/default/files/docs/Deliverable%202-3%20approved%20for%20publishing.pdf
https://www.econadapt.eu/sites/default/files/docs/Deliverable%202-3%20approved%20for%20publishing.pdf
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Adaptation options

Climate ADAPT Adaptation Options Database - Catalogue of 58 different adaptation options by sector,
hazard and Key Type Measure.

Jenkins, K., Ford, A., Robson, C and Nicholls, R. J (2022) Identifying adaptation ‘on the ground’; Devel-
opment of a UK adaptation Inventory - List of typical measures used in a UK context

Pathways2Resilience (2024) Catalogue of Innovative and Transformative Adaptation Options - List of
30 different transformative and innovative adaptation options developed as part of the Pathways2Re-
silience programme.

RESIN project Adaptation Options library = This library synthesises information on the performance of
adaptation measures related to heat, pluvial, fluvial and coastal floods and drought for urban contexts.
Note just click ‘login’ to access the options.

Case Studies and Examples

90

Climate Ready Clyde (2021) Glasgow City Region Climate Adaptation Strategy and Action Plan: Annex
4: Glasgow City Region Multi-Criteria Analysis of potential interventions.

Griffith University and Edwards, I. (2019) Multi-criteria analysis of climate change adaptation options
- An MCA conducted to identity options for adaptation to coastal flood risk and change for the Whit-
sunday Regional Council, Australia.

de Bruin, K., Dellink, R.B., Ruijs, A. et al. (2009) Adapting to climate change in The Netherlands: an inven-
tory of climate adaptation options and ranking of alternatives. - An overview of options produced for
the Netherlands.
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https://climate-adapt.eea.europa.eu/en/knowledge/adaptation-information/adaptation-options
https://www.sciencedirect.com/science/article/pii/S2212096322000377
https://www.sciencedirect.com/science/article/pii/S2212096322000377
https://www.pathways2resilience.eu/pathways2resilience-for-selected-regions/
https://resin-aol.tecnalia.com/apps/adaptation/v4/
https://resin-aol.tecnalia.com/apps/adaptation/v4/
https://resin-aol.tecnalia.com/apps/adaptation/v4/
https://resin-aol.tecnalia.com/apps/adaptation/v4/
https://resin-aol.tecnalia.com/apps/adaptation/v4/
https://resin-aol.tecnalia.com/apps/adaptation/v4/
https://resin-aol.tecnalia.com/apps/adaptation/v4/
https://climatereadyclyde.org.uk/wp-content/uploads/2021/06/11-Annex-4-Multi-Criteria-Analysis-.pdf
https://ehq-production-australia.s3.ap-southeast-2.amazonaws.com/900e35a76dba513cdb6c0803f07d1cd2a641a975/original/1606368709/Multi-Criteria_Analysis_of_Climate_Change_Adaptation_Options.pdf_d6c9c1325049733fbdf9eaf949a7b9c0?X-Amz-Algorithm=AWS4-HMAC-SHA256&X-Amz-Credential=AKIA4KKNQAKIFWFOUYFI%2F20250924%2Fap-southeast-2%2Fs3%2Faws4_request&X-Amz-Date=20250924T100609Z&X-Amz-Expires=300&X-Amz-SignedHeaders=host&X-Amz-Signature=2236cd4587cd6f589395bf0ab3e0382f8d8fe16e3457c323292a0acbe0d27d7e
https://doi.org/10.1007/s10584-009-9576
https://doi.org/10.1007/s10584-009-9576
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Task 3.2 Prioritise and sequence adaptation options into
pathways

Climate Resilience
Investment Plan Effort | Importance
Template Section

RRJ tasks(s)

Task 3.1, Task 3.2 Co-design a portfolio of
interventions

Essential but

Sl AU advanced

What is this task about?

This Task prioritises and sequences the preferred adaptation options identified in Task 3.1.2 of the RRJ (assess
effectiveness of options) into sets of adaptation pathways with short, medium and long-term actions. Like
Task 3.1, this guidance focuses on the financial and economic aspects and should be completed alongside
Task 3.2.1 in the RRJ guidance (formulate pathways).

What are key inputs for this task?

The list of prioritised options from Task 3.1.2
(assess effectiveness) of the RRJ.

Why is it important?

Ensures a more programmatic approach - Sequenc-
ing involve takes a long-term view, breaking down
the complex, long-term vision into a series of inter-
connected phases or projects which form path-
ways.

Optimising economic and financial benefits - It
is not economically rationale to invest in all adap-
tation today, due to issues of uncertainty and the
effects of discount rates. In particular, the timing
of climate risks and the timing of adaptation deci-
sions (and the associated costs and benefits) differ
and influence the economic and financial case for
an option. Furthermore, the combination of such
choices, when they happen, and in what order can
also impact the economic viability (see explainer
below). The deep uncertainty of climate change
and adaptation makes it challenging to ensure that
options perform well under detailed appraisal.

What are the expected outputs?

The expected output of Task 3.2 is a set of
pathways that can be evaluated in task 3.2.2
of the RRJ (evaluate pathways). The pathways

are developed based on adaptation criteria in
RRJ task 3.2.1, but also economic aspects such
the timing of the risks, economic benefits and
the timing of adaptation decisions.

Sequencing early on helps ensure that decisions on
adaptation to both manage the risks well and opti-
mise investment to offer value for money, avoiding
over or underspending,

Meeting budgetary constraints - because of tight
regional (and national) budgets and constrained
access to capital, prioritisation becomes even
more critical. Regions must allocate their limited
resources to the most impactful and cost-effective
adaptation measures, and total expenditure will
need to fit within an agreed budget. The sequenc-
ing process helps show that not all adaptation
measures must be implemented now and helps fit
within fiscal constraints.
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What should you focus on the first time round?

In the early iterations of this Task, focus on being clear how the economic and financial characteristics of the
activity affect the relative timing of when the actions are needed. If necessary, focus on performing this for
a smaller number of sectors. Getting the process right will enable you to scale up and build from experience

gained early on.
How can you complete it?

Take the highest scoring options developed in Task
3.1 and prioritise when actions need to be taken
within the pathway, using the approach shown in
Table 10. If you are updating an existing strategy or
action plan, this should include existing measures
that have been approved. For each option, assess
the economic characteristics (rationale, urgency,
timing of costs and benefits) to help inform if they
should take place in the short, medium or long term:

1. Option type (Economic rationale)

Start by identifying the option type (also known as
the economic rationale) for the options. Options
can broadly be classified into one of three different
categories of economic rationale (no/low regrets,
climate smart design, or early action to support
future decisions - for more information see Box 8).

2. Urgency to address risks

The second step is to identify the urgency of risks
addressed by the adaptation. This method of risk
assessment has been pioneered in the UK and
the EU Climate Risk Assessment. In this approach,
urgency refers to how important it is the risks are
addressed in the near term. It is typically deter-
mined through three questions:

i. Whatis the current and future level of risk/
opportunity?

ii. Isthe risk/opportunity going to be managed,
taking into account Government commit-
ments and other non-Government adapta-
tion?

iii. Are there significant economic benefits to
further action in the next five years, over and
above what is already planned? Such ques-
tions can include an economic assessment
on magnitude, as well as benefits of further

action.

An example of such an approach used in UK Climate Change Risk Assessments is shown below:

Figure 17: Urgency scoring framework.

1 High, medium ar unknown

Less
significant
shartfall
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Supported by capacity building

Source: Watkiss and Betts (2021). Updated from Warrant et al., (2016)
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This approach questions take into account the
size (magnitude) of the risk in economic terms,
the extent of management and benefits of early
action. Higher urgency scores indicate more imme-
diate action is needed to manage climate risks and
that there are higher economic benefits of doing
so. Questions 1 and 3 often consider quantitative
economic evidence, which can further support the
case for action. Such work on risks may have been
completed during the risk assessment in RRJ Task
1.3.1) or may be viable to do at a high level here.

3. Economic benefits

Include the overall indicative economic benefits of
the adaptation option based on your assessment
in Task 3.1.

4. When costs and benefits arise

Whilst all are economically rational, the different
categories have different timings of costs and bene-
fits. Some investments that are needed now to deal
with current risks deliver benefits now and into the
future (e.g. early warning systems), Others need
investment now, but benefits arise later (climate
proof infrastructure). In other cases, the main costs
and benefits arise later (e.g. adaptive flood risk
management or sea level rise). This is summarised
below:

Table 10: Timing of costs and benefits of adaptation option by building block.

Economic rationale Main costs Main benefits

No / low regret (e.g. Early Warning Systems, capacity building) Now

Climate smart design (Climate proof infrastructure)

Early action for future decisions (e.g. Research)

Now + Future
Now Future

Future Future

You should use these criteria to fill in the final two further columns in the template:

*  When costs arise - When the investment in the option would be needed - either now (i.e. within a current

action plan), or in the future (future packages).

* When benefits arise - \When the benefits associated with the option would be realised within the region.
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This information, combined with the adaptation
criteria in RRJ task 3.2.1 (formulate pathways)
should allow you to judge when each option should
occur individually (short, medium or long-term) and
sequence them into adaptation pathways. These
can be turned into packages of actions for a Climate
Resilience Strategy and Investment Plan.

An example pathway is shown in Table 11 below.
These can also be illustrated visually, showing pack-
ages over time as shown below

You should adjust the sequencing based on other
local preferences, such as windows of opportunity
(e.g. significant investment decisions where adapta-
tion could be mainstreamed), available fiscal space
and political considerations (such as acceptability
or community priorities).

Figure 18: Indicative illustration of the timing and sequencing of adaptation.
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Source: Taylor, R., England, K and Lea-Eggert, A (2025)., based on ADB (forthcoming).
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Explainer - Economically effective adaptation using a building block approach

h Itis important to prioritise the most effective adaptation in a way that maximises the societal benefits

within available resources. Not all adaptation is economically rationale to do today because of discount-
ing and uncertainty. The economic attractiveness is influenced by both the timing of the risk and the type of
decision, noting that for many risks and adaptation responses, there is a need to address the challenge of deep
uncertainty, i.e., where the probability of risks is not known. To remain proportionate Pathways2Resilience uses
categorisation and sequencing to identify options which have the potential to perform well in more detailed
appraisal later in the process (Task 4.1). The approach is built on a well-established literature and frameworks
for identifying portfolios of early adaptation. Key to this is to ensures actions meet one of three priorities for
early adaptation which pass an ‘economic test’. These aim to:

o Address any current adaptation gap by implementing ‘no-regret’ or ‘low-regret’ actions to reduce risks
associated with current climate variability as well as building future climate resilience, or to enhance
opportunities (No/low regret)

 Intervene to ensure that adaptation is considered in near-term decisions that have long lifetimes, such as
major infrastructure developments, to avoid ‘lock-in’ (see key terms). This can include the use of decision
making under uncertainty (DMUU) concepts (i.e., flexibility, robustness). (Climate smart design)

» Fast-track early adaptive management activities, especially for decisions that have long lead times or
involve major future change, including planning, monitoring, and research. This can enhance learning and
allows the use of evidence in forthcoming future decisions, for either risks or opportunities (early action to
support future decisions).

These are shown in the adaptation priority framework below, along with the decision characteristics involved. All
three of these adaptation priorities or building blocks (shown in the green boxes) are needed, and this requires
portfolios of interventions for each individual risk or opportunity. Indeed, the three activities above can be part
of an adaptation pathway. The differences between the three ‘building blocks’ are quite subtle, but important.
Each involves a different combination of the timescale of climate risks and the time of the adaptation decision.
On the left of the figure there are some current decisions or actions that can be taken now to address current
climate risks. These lead to an immediate benefit. An example is to improve weather and climate services to
reduce current weather-related impacts from heatwaves. In the centre of the figure there are near-term deci-
sions which will be exposed to future climate change risks, and there is a one-off opportunity to adapt now. For
example, to change the design of a major new infrastructure project (e.g., a major bridge or hydroelectric-power
plant) to make them more resilient to future climate change, noting later major retrofits could be expensive or
impossible. Finally, on the right of the figure, there are some future decisions that may need to be implemented
to address major climate change in the future. Some of these will take time to develop, and some will benefit
from improved information and learning. In these cases, it makes sense to start planning now (especially if lead
times are long or the potential for learning is large). Sea level rise (is such an example, where early planning and
monitoring is put in place now to prepare for the possibility that a new tidal barrier might be needed in the long-
term. The key point is that all of these involve some near-term actions in the next five years.

(Continues on the next page)
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(Continued from the previous page)

Figure 19: Three types of early adaptation with strong economic rationales.
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Explainer - How pathways approaches can affect economic costs and benefits

h Whilst this guidance provides some general rules for using economic considerations to guide the

sequencing pathways, more in-depth studies highlight that the economic and financial costs and bene-
fits can be significantly influenced by the time horizon considered, as well as the potential nature and order of
options. These choices can ‘lock in’ certain development pathways or future adaptation options.

This is because typical economic evaluation methods tend to focus on the near term, and only focus on single
decisions or projects, rather than a sequence of these decisions over time and struggle with deep uncertainty.
As a result, the economic and financial appraisal of options and the pathways can result in different outputs
compared to those that take a longer term.

For example, Hasnoot et al (2019) illustrate this by considering adaptation within a river corridor. They consider-
ing two adaptation options 1) implementing a ‘room for the river’ (managed retreat) policy, and 2) implementing
flood defences, each with small and large programmes, to give a total of eight options that can be combined
into packages.

(Continues on the next page)
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(Continued from the previous page)

The timing and sequencing of these options can lead to different outcomes. Building flood defences as a first
response could increase the assets at risks (and therefore both the costs and benefits of adaptation. Whilst
encouraging future economic activity, this option may also restrict the ability to implement the managed retreat
policy in future. In contrast, the use of a land use policy which limits development in ‘at risk’ areas and promotes
development other areas, will also limit the need for future flood defences, but may also suppress wider economic
activity and performance. Due to the timing of the costs and benefits, the economic and financial analysis may
have significant differences, with the potential for overinvestment or underinvestment.

Considering these issues also leads to a second issue, known as transfer costs. ‘Transfer costs’ are the costs
associated with changing adaptation options within a pathway, such as removing or discontinuing current
actions and the higher or lower costs related to implementing a new action. For example, the costs of switching
from moving away from flood defences to a managed retreat option. This move can create legacy costs (e.g.
decommissioning of infrastructure, staff redundancies) as well as new responsibilities and functions for other
organisations which may start new options.

The diagram below shows how these issues can combine to significantly affect optimal options by exploring
economic analysis over 40 and 80 year time horizons, with and without transfer costs, for low and high climate
scenarios. It shows how the most economically beneficial options change by going beyond the project cycle
time horizon and including costs of transfer to alternative pathways.

Figure 20: Net present value (non-specified monetary unit) of the adaptation pathways for two cli-
mate change scenarios and for a situation without transfer costs (time horizon of 40 years) and with
transfer costs (time horizon 80 years), assuming a discount rate of 3%. assuming a discount rate of 3%
and economic growth of 2%. RfR room for the river.
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Whilst the main Pathways2Resilience guidance provides good analysis, for those pathways with significant
investment, or in future iterations of pathways, you may wish to explore how the costs and benefits of the
pathway vary, based on the options and their sequencing over time.

Further reading

Haasnoot, M., van Aalst, M., Rozenberg, J. et al. (2020) Investments under non-stationarity: economic evalu-
ation of adaptation pathways.
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Prioritise and sequence adaptation options into pathways )

EO‘ Before moving onto Task 3.2 have you:

. Categorised options based on type, urgency, benefits and investment needs.

. Sequenced the options into pathways that will form the basis for evaluation.

Supporting resources:

Guidance and supporting materials

o Watkiss, P. and Betts, R.A. (2021) Method. In: The Third UK Climate Change Risk Assessment Technical
Report [Betts, R.A., Haward, A.B. and Pearson, K.V. (eds.)]. Prepared for the Climate Change.

* World Bank (2024) Climate Adaptation Costing in a changing world - Valuing climate adaptation helps
us orient our compass toward effective and resilient pathways - This study outlines the key issues,
consideration and approaches for costing climate adaptation options, and the frameworks for econom-
ically optimal adaptation options.

Case studies

o City of London (2022) Adaptive Pathway Planning - The study. considers long-term climate resilience
challenges facing the City of London area (the ‘Square Mile’) and the wider portfolio of City Corporation
assets from now to 2050, and beyond
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Task 3.3 Turn pathways into investment packages

Climate Resilience Invest-

Task 3.1.2b Evaluate Path-

31,32
ways

What is this task about?

Essential but

Medium to High Advanced

This Task involves grouping the actions identified in the pathway into packages - groups of near term projects
or activities that have the potential to be financed together, and gathering their relevant costs needed to

realise them.

\
What are key inputs for this task?

To complete this Task, you need the preferred
adaptation pathways developed in RRJ Task
3.2.2 and AIC task 3.2.

J

Why is it important?

Targeting funding and financing models - Within
adaptation pathways there will be a range of differ-
ent types of adaptation. These in turn influence the
funding and financial potential and options. This is
explained in more detail below, but the develop-
ment of packages here supports further analysis
on financing opportunities in Task 4.3 and Phase 5.

What are the expected outputs?

The main outputs of this Task are a set of

packages for investment for the pathway(s)
with a set of high level costings.

Informing economic and financial analysis - Devel-
oping a robust set of activities and costs is impor-
tant first step in translating packages into bankable
investments. They will be used as the basis for the
economic and financial appraisal in Task 4.2, as well
as to inform the funding and financing in Task 4.3.
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Turn pathways into investment packages )

What should you focus on the first time
round?

Focus on the nearer term packages that you are
likely to include in the Strategy and Action plan.
Over time, these can be expanded out to further
focus on the longer term aspirations of the entire
pathways.

How can you complete it?

1. List pathway activities and group together into
packages

List out all the planned activities in your pathway(s)
and begin to group them together, based on their
activities and or governance arrangements. Try
to develop natural packages which are owned by
particular departments or actors, or have similar
activities or types of adaptation. To support this,
you should classify the packages in line with and
types of adaptation (see box 2 above). Information
on each package, including its governance lead,
sub-packages and indicative activities should be
collated and compiled into a table.

2. Collate information on the costs of the pack-
ages

Having defined the packages, you should also begin
to cost them. Cost estimation is the process of fore-
casting the financial and other resources needed
to complete a project within a defined scope and
schedule. When it comes to costing climate change
adaptation projects, there is no single method or
approach which can be used. The World Bank high-
lights that selecting a costing approach depends on
multiple factors including the approach, analysis
levels, measure types and analytical methods.

Instead, the appropriate method depends on the
specific objectives and the level and types of CCA
cost assessment, as well as the existing maturity of
evidence, and available expertise and resources.

In terms of the diagram (right), much of this is
already defined in the Pathways2Resilience meth-
odology. For example, on approaches, the RRJ
takes an adaptive management approach, whilst
the analysis level is focused on a regional strategy.
Furthermore, Task 3.2. involves consideration of all
measure types. Therefore, the remaining consid-
eration relates to the particular analytics methods
used for costing.

The diagram shows that the costs of climate adap-
tation projects and plans can typically be generated
from a modelled / economic-based approach (top
down), or bottom up, from a needs-based, program-
based or project-based approach. There are a range
of methodologies that can be used, and these are
shown below (Table 12).
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Turn pathways into investment packages )

Figure 23: “Building blocks” and flow of decisions for costing CCA measures.

EXAMPLES
+ Science first: COACCH,
Germany
‘ .r Policy first: Austria, France,
UK, Romania, Bulgaria
= Adaptive management:

sea case studies under this

THREE APPROACHES EXAMPLES

+ Mational = Mational: NAP costing
* Sectoral (Bulgaria, Romania;

+ Programfinvestment

+ Sectoral: Austria, Spain,
Germany, Netharands

* Program/investment:
Metherlands

EXAMPLES

= Mo-regret: EWS, capacity
Building

= Climate-smart: buildings

considering temp Increase

= Early adaptation: farest
ecosystems

EXAMPLES
= Top-down:
EC studies, Austria,
Germany, Bugaria, Spain
= Bottom-up:
France, Netherlands,
Austria, see case studies
under this report

Saurce: World Bank
MNote: CC = Climate change; DM = Decision-making; EQ = Earthquake.

Source: World Bank, 2024.
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Turn pathways into investment packages )

Table 12: Summary of bottom-up methodologies for adaptation costing.

Top down / modelling

Sector integrated
assessment/
damage costs

Use of sector models (global, regional, national, local) to assess future climate change
impacts and then technical adaptation responses (and associated costs and benefits)

Combine the scientific and economic aspects of climate change within a single integrated

Iiteigraites fesess analytical framework, including the economic impacts of climate change and the costs and

ment Models benefits of adaptation. Typically highly stylized.
CGE Modellin Macro-economic models which analyse how impacts cascade across sectors of the econ-
& omy as well as price effects. They often use sector impact and adaptation studies as inputs.
Presentation of finance flows at macroeconomic level via mapping out main economic vari-
Macro-structural ables in national accounts, balance of payments, labour markets, and financial sectors. They
modelling generally are consistent with both economic theory and the dynamics of real-world econ-
omy.
Econometric Econometric (statistical) analysis of current climate and economy links and use of these rela-
modelling tionships to look at future climate impacts and in some cases adaptation.

Bottom up methodologies

Sector, program,
project or activi-
ty-based costing

Generation of project costs based on detailed local estimates from relevant technical part-
ners e.g. designers, architects, consultants, engineers and contractors.

I[FF analysis / Focus on likely costs of planned adaptation by evaluating historic and future investment
Climate Adapta- needs and applying an adaptation ‘markup’ to investment needs in future time periods (e.g.
tion Markups next budget).

Climate budgeting  Review of possible expenditures of subset of budget lines ‘tagged’ as being a majority of
/ green budgeting  focus on adaptation or as contributing and then application to future investments.

Decision

support tools Generation of project costs from economic and/or financial appraisal tools (e.g. cost benefit
(e.g. economic assessment, cost effectiveness analysis)

appraisal)

Source: Taylor, England and Lea Eggert (2025), based on World Bank, 2024.

Since the action plan and project pipelines are focused on near term, for the purposes of Pathways2Resil-
ience, a focus on bottom up methodologies are likely to be more relevant. This guide particularly focuses on
sector or activity based costing and the use of markups, as well as gathering existing information.

Start by clarifying what information and requirements are needed for the purpose of investment decisions.
Then begin to gather data and information to build an evidence base for the project and document the key
assumptions for costing (e.g. inflation). This should include reviewing any existing costs information gathered
already You should then choose a costing methodology and produce a clear justification. To help select a
costing methodology, you can use the following decision tree:
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Figure 24: Decision tree for selection of bottom-up costing methodologies.

Start hare

Maore accurate

Bottam up costing (e.g. quotes
tor deta g7 from contractors)

Rawiew existing appraisal costs
and update as nacessary for
implamaeantation

IFF anatysis / climate
adaptation markups

IFF anatysis / climate

adaptation supplemented by
Climate budget tagging

Indicative costs from the

Less accurata litarature

Source: Authors. Note: approaches used are not necessarily mutually exclusive and entry points will vary depending on work done to
date.

Having chosen a method, you should then calculate a base cost estimate, along with key uncertainties and
risks, and produce a cost estimate report. This should include the fullest range of costs. This includes:

» Capital / investment costs - the upfront costs of an investment, such as the construction costs, and
associated labour costs.

e Revenue costs - the costs to run the project over the lifetime (for example the maintenance costs of
green roofs or walls, upkeep of property level flood protection, or data monitoring and evaluation needed
for evaluation or financial reporting.

* Implementation costs - the costs associated with delivering the proposal, such as any regulations, or
permitting schemes, or setting up of new organizational functions.

» Transaction and financing costs - The costs of facilitating the project as well as any interest over the
lifetime of the project.

o Contingency - a margin to address the project based on risks and mitigation measures.

Each action should also account for escalation - i.e. how prices may change over the lifetime. To do this,
each project should be dated and the Investment Plan should set out how it has accounted for change in
costs during a project lifecycle, such as due to inflation and market factors have been accounted for. Costs
should be captured in a detailed spreadsheet, which includes the line items. A final example table of these
is shown below (Table 13).
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Developing Your Investment Plan

Table 13: Indicative investment packages and sub packages for adaptation pathways and estimated finance
needs and indicative activities. Note information is fictional and not generated from a real region.
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Type 3 -
Pure
adaptation

Short term

Type 3 -
Pure
adaptation

Long term

Type 1 -
Climate
Proofing

Short term

Type 2 -
Mixed

Medium term

Weather
forecasting

Installation of
sensor systems

Staffing
capacity
building

Alert system
costs

Infrastructure
protection and
relocation

Research

Property
buyouts

Land use
zoning

Financial
Incentives

New highways
investment

Surface
dressing
programme

Drainage
refurbishment
programme

Green building
pilots

Planning
regulations

Parks and
green space
expansion

Setup of
€10m,
ongoing
operations
of €0,5.

€500m

€50m

€25m

€25m

€5m

€2,5m

€10m

Implementation Sub package Cost (€Em) Indicative Activities
phase

Provision of climate information
Online publication
Capital investment programme

Annual maintenance and
investment

Knowledge and training

Alert triggers

Mobile messages

Infrastructure protection and
relocation

Coastal buyouts
Setbacks, and buffers
Development permitting
Tax credits

Coastal change and SLR
research programme to identify
areas at risk

Upgrade of drainage assets,
higher performance

Remote moisture surveys
Targeted resurfacing
Integration into maintenance

programme

Targeted upgrade of network
pinch points

Green roofs, green walls,
training and awareness raising

Enforcement of nature-based
solutions and adaptation policies

Depaving requirements
Creation of new greenspace

Climate proofing of existing
parks - increasing of shade
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Turn pathways into investment packages )

Food for thought: For the purposes of the economics and financing, we have recom-
mended you group similar activities across and within pathways into common packages.
However, you may wish to present the packages differently in your adaptation strategy
and action plan.

)
E’ Before moving onto Phase 4 have you:

. Grouped your pathway actions into packages.

. Estimated the finance needs associated with them.

Supporting resources:

Costing

e Bosch, P. and Pasztor, A. (2012) Guideline Costs of Adaptation Measures.

e World Bank (2024) Climate Adaptation Costing in a Changing World - provides a range of methods to
costing adaptation projects.

e Infrastructure and Projects Authority (2021) Cost estimating guidance: A best practice approach for
infrastructure projects and programmes

+ European Commission: Directive 2013/34/EU, known as the Accounting Directive

o Ministry of Economy’s Climate Change and International Cooperation Division (2020) Costing Meth-
odology for Fiji's National Adaptation Plan - example of approach applied by a national government to
generate cost estimates for adaptation over the 2021-2025 period.

e Taylor,R., England K, and Lea-Eggert, A. (2025) Developing an Adaptation Investment Plan. Deliverable
3.1 of the ClimateFIT project.

106 Pathways2Resilience | Developing Regional Climate Resilience Investment Plans and Project Pipelines


https://edepot.wur.nl/330887
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/099062624153536206
https://assets.publishing.service.gov.uk/media/6050c9528fa8f55d324b0c84/IPA_Cost_Estimating_Guidance.pdf
https://assets.publishing.service.gov.uk/media/6050c9528fa8f55d324b0c84/IPA_Cost_Estimating_Guidance.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32013L0034
https://napglobalnetwork.org/wp-content/uploads/2020/09/napgn-en-2020-costing-methodology-for-Fiji-NAP.pdf
https://napglobalnetwork.org/wp-content/uploads/2020/09/napgn-en-2020-costing-methodology-for-Fiji-NAP.pdf
https://climatefit-heu.eu/wp-content/uploads/2025/10/CLIMATEFIT-D3.1-Develop-your-Investment-Plan.pdf
https://climatefit-heu.eu/wp-content/uploads/2025/10/CLIMATEFIT-D3.1-Develop-your-Investment-Plan.pdf

Developing Your Investment Plan

Phase 4 - Economic appraisal and finance matchmaking

Having built up packages of investment in phase 3, The aim of this phase is to assess the economic and

financial performance of actions and to identify financing approaches.

Enabling conditions for finance

Inclusive

Governance

’ Resources
/ and Skills

L}
: Economic appraisal
1 and finance matchmaking

)
.
.

.
~ ~
e Climate Resilience Investment
Plan and Pipeline

Links to the Regional Resilience Journey:

Policy and
Regulation

Green
Budgeting

Sustainable
Finance

AIC tasks Relevant RRJ inputs Outputs relevant to the RRJ
process

You should be able to draw on
the near-term actions in the
preferred pathways developed in
RRJ Task 3.3.

You should be able to draw on

Task 4.1:
Identify economic, fiscal and
financial benefits

Task 4.2: ) )
. . the near-term actions in the
Assess economic and financial )
returns preferred pathways developed in
RRJ Task 3.3.
Task 4.3: You should be able to draw on

the near-term actions in the
preferred pathways developed in
RRJ Task 3.3.

Matchmake actions with fund-
ing and financing opportunities

Developing Regional Climate Resilience Investment Plans and Project Pipelines | Pathways2Resilience

These can be used to feed into
the action plan prepared in RRJ
Task 3.3

These can be used to feed into
the action plan prepared in RRJ
Task 3.3

The outputs should be used as in
input into the overall action plan
for the region in Task 3.3.
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Task 4.1 Identify economic, fiscal and financial benefits

CRIP Template

RRJ Tasks(s) Section

Effort

Task 3.1 Identify and

assess options
P data.

What is this Task about?

Importance

Medium to high, depending on the complex-
3.1 ity of the region’s needs and the availability of

Essential

This task is about identifying the types of benefits that the investment packages of your pathway provide

- and whether they are public or private in nature.

~
What are key inputs for this task?
You will need the initial investment packages

developed in Task 3.3, as well as any benefits
identified from the longlisting in Task 3.1.

J

Why is it important?

The analysis of the adaptation benefits (and
co-benefits) for those projects, actions and activ-
ities that will be being taken forward in the Strat-
egy and Action Plan is important as this forms the
justification for the investment through economic
and financial appraisal in Task 4.2, and helps to
identify public and private sector opportunities to
help unlock both public and private investment in
adaptation.

What are the expected outputs?

A table summarising the economic, fiscal and

financial benefits of the different adaptation
packages.

What should you focus on the first time
round?

Focus on those near term and medium term actions
that you will include in the Strategy and Action Plan.
Over time you may wish to build this into other
packages that are delivered in future, to cover the
wider pathway.
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Identify economic, fiscal and financial benefits )

How can you complete it?

Begin by identifying the benefits at the package or-sub package level. For each, classify if the benefits are
economic, fiscal or financial. An example from the packages and subpackages in Task 3.3 is shown below.

Table 14: Example of an evaluation of benefits and beneficiaries for packages to reduce flood risk.

Economic benefits

setlneey; Category Societal benefits Fiscal benefits Azl e e
package revenues

5 . Productivity henefits = Reduced maintenance costs . .
g5 reduced temperature Reduced reconstructionand ~ Flood risk reduction
‘.lg E Adaptation  |mproved air quality repair costs Reduced insurance premiums
5L benefits : Reduced disaster relief and / claims
S Health and wellbeing benefits
o E recovery efforts
§ - Job creation (labour intensive) Reliability of
8= eliability of tax revenues
o2 )
2 % Improved ecosystem services Reduced water treatment Increase in rental yields
© Co-benefits - e.g. improved biodiversity, costs )
z Carbon Storage Increase in property Va|ueS
Value of information Reduced disaster
£ . ) Improved decision making management cost
$9 Adaptation i o
2T m benefits Improved public sector Increased reliability of tax
TS coordination and decision- revenues (reduced impact on
ER®E making businesses)
<@ ] i)
§ © = Higher land values long term ‘
o S Co-benefit . Reduced disaster
@ 0-DeNents — Avoided carbon from flood management costs
damage
- Improved reliability and/or
g 2 Adaptation ~ quality Reduced repair and Avoided losses to businesses
ag benefits Increased business maintenance costs from disruption
*g' 'Eo productivity
ET ‘
v Co-benefits Improyed IMYESE Improved tax receipts
attractiveness
Value of information -
£ improved information leads
8 to improved decision making
& c Adaptation 017 (10 MEEEmEE: Reduced disaster Reduced damage to property
) : .
00.2 benefits leading to: management costs Reduced insurance premiums
= Reduced economic disruption / avoided costs
T -~
2 Reduced health impacts
= (physical and mental health)
1 | d privat t
Cobenefits Increased investor confidence nereased private sector

Developing Regional Climate Resilience Investment Plans and Project Pipelines | Pathways2Resilience
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Identify economic, fiscal and financial benefits >

A
Eo.
Before moving onto Task 4.2 have you:

Identified the main economic, fiscal and financial benefits from the Investment
packages?

Explainer: Economic, Fiscal and Financial benefits

b‘ The different benefits and co-benefits of adaptation projects, create benefits to society, the public

finances and financial benefits that can be expressed in monetary terms and evaluated in economic
and financial appraisal. These are important since these are typically important to governments or organisations
since they support the case to invest.

Economic benefits refer to societal benefits, including social or environmental costs or benefits, whilst fiscal
benefits refer to the positive cost savings or revenues for the public finances that these economic benefits may
generate. Finally, financial benefits refer to direct financial benefits or revenues (cash flow, either directly, or
from co-benefits of adaptation) that provide opportunity for private sector investment For instance, revenues
generated from delivering water services (and potential for PPPs) or private sector benefits from adopting
climate smart technologies.

Table 15: The differences between economic, fiscal and financial benefits.

goods, services or  overlap w. fiscal)

resources

Type of benefits Focus Scope Examples
Full range of costs and bene-  Reduced carbon emissions,
Benefits to society  fits - including non-market reduced morbidity and
Societal  overall and best (e.g. health) and intangible /  mortality, increased ecosys-
Economic use of resources non-market impacts (e.g. air ~ tem services, improved
pollution, health, carbon) productivity
) R health i
. Government’s Government spending and educedl ealth service
Fiscal budset fOreRONE revenUes costs, reliable revenue
& & streams (e.g. Tube)
Direct, actual
monetary gains Narrow - specific entity’s Reduced maintenance
Financial by an entity for accounts (sometimes an requirements, Reduced cool-

ing bills

Identifying the cumulative effects of these benefits can be used to build up a stronger narrative which supports
the case for investment, even when such benefits may not be able to be evaluated through direct economic
appraisal.
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Task 4.2 Assess economic and financial returns

3.2 Design a Portfolio of Interven-
tions, 3.3 Preparing for implementa- 51
tion

What are key inputs for this task?

You will need the costs for the relevant
investment packages identified in Task 3.3,
as well as the economic and financial benefits
identified in Task 4.1.

~

What is this Task about?

This Task involves evaluating the economic and

financial viability of the packages and projects to

ensure they represent good value for money on

their own, and together. It can focus on all or some

of the packages within the strategy or the action

plan,

RRJ Task(s) CRIP Template Section

Essential but

A advanced

What are the expected outputs?

An economic and financial appraisal of the

Strategy and/or actions within the action plan.
This appraisal helps inform the creation of the
action plan in RRJ Task 3.3.

v~ Insight: The decisions on whether a
' ~ projectis investible involves consid-

h ering different things depending on
whetheryou are in a public body or a private
organisation.

Public bodies are interested in the economic
(societal case) - that is, the costs and bene-
fits to the society, including non-market
benefits, such as carbon storage, or health
improvements and whether the project is
affordable. In contrast, private organisations
are typically focused on costs and benefits to
the organisation - such as the total amount
of private value created (Net Present Value),
and the financial returns. These perspectives
are important to consider both when evalu-
ating actions, but also in developing financ-
ing approaches.
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Why is it important?

Developing a strong economic and financial case
for investment is crucial for several reasons.

o Justifying investment - Appraisal provides a
justification for investment. It assures public
funders that the project delivers significant
societal benefits and is affordable, whilst show-
ing private funders the project delivers appro-
priate financial returns and will generate value.
It is often a formal requirement for funding or
financing.

o Comparing trade-offs - Limited budgets mean
regions often face choices about allocating
investment. Appraisal using common monetary
metrics allows regions to compare adaptation
against business as usual, alternative options as
well as other potential investments in different
policy areas, ensuring the best use of availa-
ble funds. It also provides clarity on the trade-
offs with different development paths in the
medium to long term, and provides an indication
on the net value of different futures and differ-
ent options.

» |dentifying evidence gaps - appraisal identifies
further evidence gaps that need to be addressed
to make a stronger case for investment, ensur-
ing all relevant information is considered in the
decision-making process.

o Centring Just Resilience -appraisal highlights
the value of future benefits, including the
importance that current generations place on
the future. It can also highlight distributional
issues where costs and benefits impact differ-
ent groups disproportionately This can enhance
consideration of sustainability and also support
the achievement of Just Resilience.

What should you focus on the first time
round?

Start by focusing on the core activities of the Strat-
egy or Action(s). In future iterations, you may wish
to focus on more comprehensive appraisal, includ-
ing extending cost benefit analysis to cover the
uncertainty of climate change. in the early stages,
itisimportant to develop a high-level case focusing
on the overall justification for intervention, societal
costs and benefits and potential delivery mech-
anisms. As your region becomes more advanced
and uses a wider range of sources and instruments,
focusing on more advanced appraisal metrics, (such
as NPV and IRR) becomes more important.

How can you complete it?

Begin by selecting deciding the scope of analysis
you want to undertake including whether it needs
to be economic, financial, or both. Key questions
include:

* What level of analysis do you want to undertake
- e.g. the strategy and or/ action plan overall,
groups or packages of actions, or at the individ-
ual actions.

o Who will use the information and what metrics
do they need?

e What are the climate scenarios you will consider
in your analysis

Following this, consider the appraisal method you
wish to use. This can vary based on a range of
factors. Key considerations include:

o Data availability (e.g. ability to value benefits in
monetary terms)

o Effect of uncertainty

e Length of lifetime of project

e Whether decisions ‘lock in’ risks.

o Flexibility / learning
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Additional methods focus on managing uncertainty
and risk, and accounting for the time difference
between current and future costs and /or benefits.

To help address these considerations, the European
Investment Bank has developed a flowchart which
includes a series of questions to help you decide on
which appraisal method is most appropriate, as well
as the depth of appraisal required. This is shown
below (Figure 25):

Figure 25: Decision making framework for economic appraisal of adaptation projects.

Source: EIB Advisory, 2022.

Having selected the scope and methods, conduct a
comprehensive appraisal of the near-term actions.
The detailed appraisal required will vary across
regions and packages or actions.

The level of appraisal needed and the types
of metrics required may also depend on overall
financing criteria for the region and other sources
of finance. For example, the EIB has its own stand-
ards for economic appraisal, whilst in the UK,
compliance with the HM Treasury Green Book

standards is crucial. Ensure that your appraisal
meets the standards required by your region’s
specific financial frameworks. However, common
metrics used to assess this include Cost Benefit
Ratios, Net Present Value, and the Internal Rate of
return (see explainer below). Such metrics are also
discounted to consider the time value of money -
that in general money available today is more valu-
able than that used in the future. Again, different
discount rates are used across the EU.
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Drawing on the benefits and beneficiaries gener-
ated in Phase 3, summarise the relevant economic
and/or financial costs and benefits realised over
the lifetime of the action(s). Where possible, quan-
tify these in monetary terms (e.g. health bene-
fits, carbon storage benefits), and compare these
to business as usual/do nothing. For economic
appraisal, project revenues should be excluded
since these typically involve transfers of resources,
but not overall net welfare (societal) gains. An
example output of an appraisal is shown below
(Figure 26):

For the financial analysis build on the financial
benefits identified in 4.1 to build a programme-
level cash flow analysis to examine the income
and expenditure of the strategy and/or individ-
ual actions. The financial analysis should include
all project revenues (including incentives, fees
etc). This analysis provides an overall picture of
the expenditure profile and financial performance,
including Net Present Value (NPV) and Internal Rate
of Return (IRR).

You should then confirm whether the action meets
the economic and/or financial criteria required that
means it can be included in the strategy and/or
action plan. The economic and financial cases might
need to be assessed for each project individually
and also as part of the overall portfolio of actions.
At an aggregate level, the high benefits or prof-
itability of some actions can balance those that

are important but have lower cost-benefit ratios
(CBRs) or lower returns. This holistic approach
ensures that while individual projects are justified,
the overall portfolio provides a balanced and opti-
mised economic and/or financial benefit.

A key part of the appraisal is sensitivity analysis -
this can be used to check how sensitive the results
are to core assumptions (e.g. prices, or future
changes in scenarios, e.g. population). It can be
particularly useful where there are data gaps or
uncertain estimates. Consider if this is an important
consideration in your appraisal. You should also
consider the distributional impacts - for example
if a set of measures are likely to disproportionately
impose costs on poorer households or reduce risks
to particular groups.

You may also wish to consider further innovations
or experimentation - for example, recent work
by the Institutional Investors Group on Climate
Change has experimented with including climate
change impacts into the cashflows and appraisals of
projects comparing business as usual and climate-
proof investment options. Such work has been
used to make the case for additional investment
in adaptation within wider infrastructure projects,
by showing the projects perform more effectively
under future climate impacts.

Figure 26: Summary of costs and benefits from a nature-based solutions project for flooding in Edinburgh,

UK.
Item Option 1: BAU Option 2: BGI
Costs £586,000 £1,314,253
Benefits
Drainage and Waste Water £0 £116,708
Property values £0 E711,666
Environmental Regulation £0 £2,039
Tatal £0 £330,412
Benefit- Cost Ratio 0 0.63
ENPV -£586,000 -£483,841
All prices discounted over thirty years using HM Treasury Discount Rates
Source: Adaptation Scotland, 2023.
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Whilst the standard economic and financial appraisal process is summarised above, it is resource-intensive
and complicated. In particular, for larger projects, or for decisions with long-lifetimes or a degree of irreversi-
bility, more detailed appraisal methods which better consider uncertainty can be used (see Mediation, 2012).

If resources for detailed individual appraisals are limited, you can leverage existing evidence from similar
interventions in other places to provide the necessary justification. This approach ensures the economic
case is backed by relevant and credible data, even if detailed individual appraisals are not feasible. Results
can be presented in aggregate to highlight the cost/benefit ratios of particular interventions. An example

is shown below:

Table 16: lllustrative economic case and cost-benefit ratios for selected adaptation options for Oxfordshire
Climate Change Routemap.

Adaptation options Benefit to cost ratio (BCR)
case

Water efficiency measures -

metering / campaigns Very high

Improved early warning systems

and weather and climate services Very high

Flood protection - Traditional
flood prevention and preparedness  High
(including infrastructure)

Making infrastructure (e.g. trans-

port) resilient (climate proofing) High
Flood reduction - Nature based Medium to
solutions High
. Medium to
Agriculture high
Medium to
Heat management high
Wildfire management varies with
context
. . Varies with
Capacity building context

Source: England and Watkiss, 2024.

High BCRs for example 11:1 (UK)

Early warning systems for floods and storms BCRS 10:1.
More general weather and climate services 12:1 (UK)

UK specific values from EA long-term investment strat-
egy BCR 5:1

Similar values in literature with BCRs typically in the
range 3:1 to 6:1, though full range 0.5:1 to over 14:1

4:1 though full range 0.7: 1 to 20:1. In practice varies.

Varies with intervention

Sustainable drainage systems BCRs ranging between
0.9:1and 1.8:1

Rural natural flood management 2:1 if targeted

Wider literature reports flood protection using NBS 3:1
Climate smart agriculture 3:1

Enhanced monitoring and surveillance for pests, 10:1 UK
High BCRs 11:1 for heat alert (UK)

Passive
Positive but low BCRs for green space and green roofs

BCR 1.6:1 for targeted high-risk areas in UK (e.g., forests)
but below 1:1 for other areas

Wider literature in high-risk countries finds prevention
and response BCRs ranging from 1.6:1 to 39:1, with
managing wildland-urban interfaces 3:1.

context-specific studies that have estimated BCRs,
reporting results of >10:1 though these are limited in
transferability to the specific UK context
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A
Eo~
Before moving onto Task 4.3 have you:

. Reviewed the relevant appraisal criteria for your region and major known sources.

. Appraised the economic and financial cases of the actions to understand the poten-
tial costs and benefits and which meet regional and/or funder requirements.

Supporting resources:

Economic and financial appraisal

o European Commission (2014) - Guide to cost-benefit analysis of Investment Projects. Economic appraisal
tool for Cohesion Policy 2014-2020 - The guide sets out general principles for carrying out cost benefit
analysis in major EU projects, with particular guidance for energy, transport, environment, broadband,
and research, development and innovation, along with case studies.

e EIB(2023) - The Economic Appraisal of Investment Projects at the EIB - 2nd edition. - This guidance
provides an overview of how the EIB performs economic appraisals of the projects it considers for invest-
ment to ensure they sufficient value to society to merit support. Beyond considerations of financial prof-
itability to investors, the economic appraisal also addresses the wider value generated by the project to
society. This comprises benefits and costs to project final users, the taxpayer and third parties, allowing
for all applicable market failures, such as environmental externalities.

o European Commission (2021) Economic Appraisal Vademecum 2021-2027 - This update to the EC
2014 guidance provides an overview of the Economic appraisal approaches for Cohesion policy under
the 2021-2027 programming period, recognising that such appraisal is nationally led. It expands and
enhances previous guidance in additional sectors and is supported by a detailed excel template.

o EIB Advisory Hub (2022) Climate change adaptation and economics and investment decision-making in
the cities. ‘How to guide’ and case studies. - This document brings together the knowledge and experi-
ence from the EIB to provide guidance for supporting municipal and local authorities on using adaptation
economics in a local context. It introduces the role of adaptation economics in investment decision-making
and outlines when it can be used at different stages in project development and appraisal. It describes
the relevant decision tools that can be used to undertake economic appraisal of adaptation options. It
provides a toolkit for choosing which approach to use.
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Troltzsch, J., Rouillard, J., Tarpey, J., Lago, M., Watkiss, P., Hunt, A. (2016). The economics of climate change
adaptation: Insights into economic assessment methods. ECONADAPT Deliverable 10.2

HM Treasury (2022) Green Book - Central Government Guidance on Appraisal and Evaluation - The
green book provides an overview of the standard approach to economic and financial appraisal of policies,
programmes and projects in the UK. It also serves as a model example for wider Europe.

MEDIATION (2012) Decision Support Methods for Climate Change Adaption: Method Overview -
Summary of Methods and Case Study Examples from the MEDIATION Project - This guide provides a
summary of decision support tools, their potential relevance for adaptation and guidance on their potential
applicability. It covers traditional tools (cost-benefit analysis, cost-effectiveness analysis and multi-crite-
ria analysis) and alternative approaches that more fully capture uncertainty (real options analysis, robust
decision making, portfolio analysis and iterative risk (adaptive) management, adaptation turning points
and analytic hierarchy process).

Markandya, A., Sainz de Murieta, E., Galarraga, |. (2016). Transfer of distributional weights parameters.
In Rouillard, J., Troltzsch, J., Lago, M., Markandya, A., Sainz de Murieta, E., Galarraga, I., Distributional
objectives and non-monetary metrics. FP7 Econadapt project, Deliverable 2.3. - provides guidance on
how to consider distributional issues related to employment, and equity, and risk aversion in CBA.

Institutional Investor Group on Climate Change (2025) The Physical Climate Risk Appraisal Method-
ology (PCRAM) 2.0 - Guidance on a new approach to including climate impacts within the cash flows
and appraisal of projects.

Case Studies and Examples

BASE (2015) Deliverable 5.2 - Economic evaluation of adaptation options - An economic evaluation of
adaptation options for 27 different case studies across Europe.

EIB Advisory Hub (2022) Climate change adaptation and economics and investment decision-making
in the cities. ‘How to guide’ and case studies. - The EIB toolkit presents case studies in Loule (Portugal),
Turku (Finland), Genoa (Italy) and Glasgow (United Kingdom) to illustrate the use of decision-making tools
in different urban contexts.

Whitsunday Regional Council, Australia (2020) Report to Whitsunday Regional Council: Cost benefit
analysis of coastal hazard adaptation options

Sniffer (2023) Craigleith Retail Park Case Study - This report explores the potential economic and finan-
cial case for nature-based solutions at a retail park in Edinburgh. It assesses the relevance of a range of
sources and instruments based on the benefits of the project, as well as potential revenue streams that
could be mobilised. It then appraises the economic and financial case and structures a financial model.

[IGCC (2025) Making the case for resilience investment: PCRAM 2.0 case study, solar and mini hydro
(Stafford Capital Partners)

[IGCC (2025) Making the case for resilience investment: PCRAM 2.0 case study, ferry and port (PIDG)
- use of light touch adaptive pathway thinking to support resilient ferries and port services.
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Explainer: Economic and financial appraisal

h Options appraisal is a standard part of policy and project analysis, and national governments and
regions have existing guidelines and decision support tools to help in prioritising options.

While they are closely related, the economic and financial appraisal are different.

e Economic appraisal - as used by Governments and Multi-lateral Development Banks (MDBs) - is based
on the principles of welfare economics, and aims to assess the ability of a policy, programme, investment
or project to improve social welfare or wellbeing. It is therefore carried out from the perspective of society
and includes the economic valuation of non-market effects, such as environmental benefits and costs. This
enables assessment of the socio-economic costs, benefits, and other dimensions of alternative choices.

» Financial appraisal is different and considers the incremental revenues and costs generated by an invest-
ment, and the ability to generate cash flows that might be used to repay any financing. It is therefore
carried out from the perspective of an investor (not society as above). A financial analysis excludes envi-
ronmental or social benefits except where these are reflected in financial cashflows. It will also consider
the cost-recovery objectives and mechanisms, and it will often also undertake a financial and fiduciary
analysis of the implementing and executing entity.

Economic and financial analysis both involve the identification of benefits and costs and convert these cost and
benefit streams/cash flows to present values using discount schemes. Both generate net present value (NPV)
and can be used to estimate the internal rate of return (IRR) indicators.

Results for both can be expressed through a number of metrics including

» Cost - Benefit Ratio - the ratio between the total costs of a project and its projected economic or finan-
cial benefits. (e.g. a 1:2 ratio means that every €1 invested generates €2 in benefits)

» Net Present Value - the difference between the present value of cash inflows and the present value of
cash outflows over a period of time. A positive value highlights the project will generate value.

o Internal rate of return - the metric used to estimate the profitability of a project. It is the annual rate of
growth that an investment is expected to generate.

Results from an economic appraisal can be expressed as the Economic Net Present Value or Economic Internal
Rate of Return (ENPV, EIRR), whilst outputs from financial appraisal can assess the financial net present value
(FNPV), or financial internal rate of return (FIRR).

Detailed appraisal of adaptation options involves several challenges. including uncertainty and the context
specific nature of adaptation. As a result, the most common appraisal and decision support tools have limi-
tations. There is a growing consensus that adaptation appraisal should incorporate uncertainty, and that this
requires extended analysis within existing appraisal methods or the use of new decision methods that more
fully capture uncertainty. As a result, a number of different decision support methods have been developed.
For projects where adaptation is the primary objective, or where there are material economic or financial impacts
associated with high physical climate risks, these methods may be justified. However, they are complex to apply,
require detailed data and are time consuming and resource intensive. Many projects may only require a ‘light-
touch’ economic appraisal to introduce an economic rationale for adaptation. Light-touch economic appraisal
may also have a role in either screening high physical climate risk projects or projects where adaptation is a
primary objective. The EIB advisory hub provides an overview of when different methods should be applied.

- J
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Case study: Using models to undertake economic and financial appraisal of adaptation options for
the wine sector in Tuscany (Cost-Benefit Analysis)

Introduction

As Climate Change is affecting Chianti wine production in Tuscany, a model-based assessment of adaptation
options was applied to address grape yield and quality loss and measure the benefits and costs of adaptations to
provide choices for famers on adaptation measures. The study combined six regional circulation models (RCMs)
with an existing meteorological data set of Tuscany to simulate the grape yield and quality response to climate
change. The study then undertook an economic analysis for two important adaptation measures: (a) relocating
the grape production area uphill, where there is less climate impact on wine quality, and (b) using an “exotic”
grape variety (e.g. a southern Italian variety), which is drought resistant, to replace the current grape variety.

Core information

Using simulation models for different scenarios can provide decision-makers with information about plausible
futures under climate change uncertainty and possible response measures. However, indirect benefits of adap-
tation measures are not considered in the current optimisation model because it is difficult to quantify them,
and the study focused on the net benefit optimisation.

Key takeaways

The study used sensitivity analysis for time horizon and discount rate to confirm the theory of investment under
uncertainty, showing a shorter time horizon (or more frequent investment) gives the possibility to postpone the
decision to implement adaptation measures due to the value of flexibility, while a higher discount rate leads to
a later adaptation decision, because uncertainty creates a value of waiting for new information.

For decision-making under climate change uncertainty in this adaptation situation, the study recommended
using a combination of the adaptation measures starting with relocating, because the benefit of a new variety
is not yet certain.

Source

Zhu et al. (2013) A model-based assessment of adaptation options for Chianti wine production in Tuscany
(Italy) under climate change.
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3.2 Design a Portfolio of Interventions,

3.3 Preparing for implementation 21,52 A

Essential but advanced

What is this task about?

This task matches packages in the strategy and/or action plan to possible funding sources and instruments.
It uses a decision-tree approach which investigates the potential role for public and private finance, before
then exploring the more detailed sources, instruments and financing models. It also considers innovative

models from elsewhere, and the reforms needed to mobilise such flows.

What are the key inputs for this
task?

The mapping of benefits from Task 4.1 and the
economic and financial appraisal from Task 4.2

Why is it important?

To date, European regions have typically focused
on mobilising finance from EU and public sources.
This includes the EU LIFE programme, Cohesion
Funding and Horizon, and to a lesser extent the EIB.
However, even with the increased climate funding
through the next Multi-Annual Financial Frame-
work, public finance alone will be insufficient to
meet regional adaptation finance needs.

Therefore, using public funding strategically to
engage and unlock private funding and finance
is particularly vital, as it can significantly augment
public resources and drive innovation in adapta-
tion solutions. By aligning climate risk responsibility
and costs and benefits of adaptation across differ-
ent actors, as well as identifying opportunities for

What are the outputs?

The output is a summary of the financing

approach for the package of investments for
the strategy and action plan.

private sector involvement and reforming enabling
conditions to incentivize investment, regions can
tap into new sources of funding. This not only helps
meet immediate adaptation needs but also ensures
long-term financial sustainability and resilience in
the face of climate change challenges.

What should you focus on the first time
round?

In the early iterations focus on unlocking the more
straightforward finance options, or those where
there are clear sources and instruments, to become
more familiar with the process. In future iterations
you can focus on more complex arrangements
where dedicated business models are needed, and
more effort is required.
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How can you complete it?

Matchmaking involves a three step approach which considers the balance of benefits and beneficiaries,
considering existing private and public financing opportunities as well as reforms required to bring about

these flows:

Figure 27: Approach to finance matchmaking for packages or projects.

Evaluate the balance

of private and public
benefits

Identify existing
funding and financing
opportunities

Consider reforms required
to mobilise financial flows

Source: Authors.

Step 1: Evaluate the balance of public and private sector benefits

Evaluate the overall balance of private and public
benefits that the actions or packages provide and
use this to guide the funding mix you want to obtain
towards the activities, and therefore the typical
types of actors who are likely to have an interest
in paying. This should be based on range of bene-
fits identified in Task 3.1 Task 4.1 as well as the
economic and financial performance in Task 4.2

The decision tree below can be used as a guide
to set some high level principles about whether
the packages are likely to be funding or financed
by the private sector. The decision tree uses the
economic and financial characteristic of a project
or package in the strategy or action plan to under-

stand its suitability for private sector support and an
associated role for Government. The idea is to eval-
uate where activities are profitable and the private
sectoris already undertaking them, before evaluat-
ing whether increasing levels of public involvement
can be used to realise the benefits, as the economic
benefits increase and financial benefits decrease.
Each level of the decision tree also contains illus-
trative actions and typical financial sources instru-
ments for consideration.

To support this evaluation, it can be helpful to
extend the work identifying economic and financial
benefits to include the beneficiaries. An example is
shown below.
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Table 17: Example of an evaluation of benefits and beneficiaries for packages of investment to reduce flood risk.

Package Benefit Type of benefit Nature of Size of Beneficiaries
component benefit benefit

Downstream building

ums / avoided costs

Flood risk reduction Adaptation benefit Public
owners, Municipality
Reduced insurance premi- . i :
- . Adaptation benefit Private L Insurers, policyholders
s ums / claims
£ :
c Reduced maintenance
() Co-benefit Private L Building owners, tenants
'S costs
(=
(7] 9. .9
Productivity benefits - : . : .
% Y Adaptation benefit Public L Health bodies, Businesses
2 reduced temperature
(4]
=] Geneal public, health
g Improved air quality Co-benefit Public L . >
2 services
(%)
,é Increase in rental yields Co-benefit Private M Building owners
=]
a Increase in property values  Co-benefit Private M Building owners
3
3
] Public and
g Carbon Storage Co-benefit i M High emitting companies
= Private
4
Reduced water treatment Water companies, billpay-
Co-benefit M P Py
costs ers
Improved biodiversity Co-benefit Public L General public
= = Reduced damages Adaptation benefit Public M Adaptation organisations
>
E T oo
é 2 g Improved land values for Co-benefit Public L Public sector agencies
© c
%’ i) L;_ Improved productivity Adaptation benefit M<
@ o
¥ o Improved reliability of tax
& © 2 v Adaptation benefit M
revenues
] Reduced repair and mainte- . . .
= " Adaptation benefit Private M Highways teams
T nance costs
S Reduced economic disrup- .
é . > Adaptation benefit Public - Local businesses
tion
Reduced damage to prop-
£ & PR Adaptation benefit Private - Businesses and citizens
o erty
7]
@ s Avoided physical and Public and
o voide sical an ) ublic an i
23 2y ) Adaptation benefit ) M Health bodies
€ = mental health impacts Private
=)
Sd
z Reduced insurance premi-
i & Adaptation benefit Private L Insurers, policyholders
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Step 2: Identify public and private financing opportunities

Having identified the broad economic and financ-
ing characteristics of the action or packages and
the beneficiaries, you should begin to consider the
potential public and private opportunities for fund-
ing or financing. This should consider both sources
that could be leveraged as a result of the adapta-
tion in the package, as well as external sources and
instruments.

For opportunities within the project, you should
identify how the adaptation could create theoreti-
cal revenue streams from each of the beneficiaries
which might be able to contribute to the financing
of adaptation. These could include cost savings
and avoided damages, but also increased produc-
tivity, or enhanced ecosystem services, as well as
private sector benefits such as improved compet-
itive advantage, or reduced costs. This will help
identify their potential roles as sources of capital to
meet the investment needs for each sector or risk
area identified in the pathways and their actions
(RRJ Step 3.1.2a).

Table 18: lllustrative mapping of revenue streams from package/project benefits and beneficiaries.

Category | Benefit
Flood risk reduction Public

Reduced insurance premiums

/ claims Private

Reduced maintenance costs Private

Productivity benefits -
" avoided damages
e
S
g Improved air quality Public
Q
c
-8 Increase in rental yields Private
3
T
'g Increase in property values Private
Carbon Storage Public

Reduced water treatment

Private
costs
Improved ecosystem services  Public

Improved reliability of tax
revenues

Public

Nature of good

Beneficiaries Revenue streams

Downstream building

owners, Municipality eI CaImEgEs

Insurers, policyhold-

Private and public

€S

Building owners,
tenants

Government, Busi-
nesses

Geneal public, health

services

Building owners

Building owners
High emitting compa-
nies

Water companies,
billpayers

General public

Government, general
public

Avoided costs

Avoided costs
Increased output
and profits

Avoided respiratory
treatment costs

Increased rental
fees

Increased monthly
rentals

Carbon Credits

Avoided costs

Biodiversity credits
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Reduced repair and mainte-

Public
nance costs

Reduced economic disrup-
tion

Reduced damage to property  Private

Co-benefits

Avoided physical and mental
health impacts

Reduced insurance premiums

/ avoided costs L

You should then consider the potential to capture
these revenues or benefits. Value capture refers to
the process by which the project secures a portion
of the value it has created converting it into reve-
nue or profit. For example. could local businesses
be asked to contribute to the financing of the path-
way’?

Private and public

Private and public

Reduced mainte-

Highways teams
ghway nance costs

Local businesses Im.proved profita-
bility
Businesses and citi-

Avoided damages
zens

Health bodies Avoided damages

Insurers, policyhold-
ers

Avoided costs

Forexample, could benefits be considered by a new
set of taxes? Only include those mechanisms you
feel would be viable in your region - it may not be
feasible or cost effective to capture all the benefits
and co-benefits, or further action may be required
to incentivise behaviour. An illustrative table show-
ing this is below:

Table 19: Adaptation benefits and co-benefits, revenue streams and value capture mechanisms for a sample

package or project.

Benefit Nature Beneficiaries Revenue streams | Value capture
of good mechanism

Flood risk reduction Public

Reduced insurance premi-

ums / claims Private Insurers, policyholders
Reduced maintenance . Building owners,
Private
costs tenants
Private . .
Productivity benefits and Health bodies, Busi-
: nesses
public
Improved air quality Public Gen'eal public, health
services
Increase in rental yields Private Building owners

Increase in property values Private

Downstream building
owners, Municipality

Building owners

. Yoluntary contribu-
tions / local levy

Avoided costs Direct contracts

Avoided costs Direct contracts

Increased output

and profits Lozl ey

Avoided respiratory
treatment costs

Increased rental Business Improve-
fees ment District

Increased monthly Building Transaction
rentals Tax
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Benefit Nature Beneficiaries Revenue streams | Value capture
of good mechanism

Improved reliability of tax Public Govgrnment, general Government reve- Hypothecation

revenues public nues

Carbon Storage Public :ifsh emitting compa- Carbon Credits Local carbon levy

Reduced water treatment Private Water companies, bill- Avoided costs S —_—

costs payers

Impr.oved ecosystem Public General public Biodiversity credits ~ Local nature markets

services

ot ssenmeing | Bublic Adaptahon organisa- Increased effective-

tions ness

EelEEe EpEIrame El: Public Highways teams Reglliese) Elnts- Direct contribution

tenance costs nance costs

Reduced economic disrup- Private ) Improved profita- Business Improve-

. and Local businesses . -

tion . bility ment District

public
:ft(:luced CEIEER G- Private Businesses and citizens ~ Avoided damages
. . Private
Avoided phy5|FaI and and Health bodies Avoided damages
mental health impacts .
public
Reduced insurance premi- ) : .
. Private Insurers, policyholders Avoided costs

ums / avoided costs
Source: Authors.
In parallel to assessing the beneficiaries and reve- This should focus on three criteria: acceptability,
nue streams, use the Pathways2Resilience sources deliverability and quantum:
and instruments catalogue and other sources of N .
information to generate a longlist of additional * Acceptability: Will the approach be acceptable

) i . ) ‘ac?

funding or financing sources (and associated instru- to the relevant parties:
ments) that are available. You should also build on o Deliverability: How likely is it that this approach
the outputs of Tasks 2.1 and 2.2, zeroing-in on the can be used to deliver the adaptation outcomes
specific sources and instruments that are of rele- envisaged (i.e. is it technically possible)?
vance once tth pathways are formulated. Then « Quantum: Will the approach provide the appro-
begin to appraise each source and instrument as priate scale of financing required for the path-
to whether they would be suitable for use in the way and actions, either by capturing the value,
package. or from elsewhere?
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An example evaluation is shown below (Table 20):

Table 20: Sample evaluation of existing sources and instruments for an adaptation pathway.

Mechanism type | Acceptability | Deliverability

LIFE
EC

ERDF New
EIB Framework Loan Existing
Regional

Own resources New
Government
National Flood Risk Manage- Existin
Government ment Fund &
Businesses Local Taxation New

These should be scored from different perspectives
- e.g. from the public sector and private sector, or
through a workshop-based approach to generate
consensus on the priorities. If there is consensus
between the key stakeholders, then these should
be considered as the main approaches for the
financing strategy for the pathway. If such activities
do not yield a financially viable pathway, detailed
financial structuring will be needed.

High Medium Medium

Medium Low High

Medium High Low

High High

Medium

Low Medium Medium

Step 3: Consider reforms required to mobilise
financial flows

Finally, you should the consider potential reforms
to enabling conditions that may be required to
mobilise the flows. Examples of things that could
be changed to modify the attractiveness of financ-
ing include new policies, regulations or taxes, but
also better data or evidence or development of
new skills.

A key consideration is the extent to which the
private sector can be encouraged to contribute to
the provision of public goods provided. The table
below provides some examples of how policy
instruments can incentivise such provision through
different channels.
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Table 21: Common instruments to support private provision of public goods through different motives.

Instrument Encourages private provision of public adaptation goods
Through financial | Through interest in Through Through coer-
reward non-monetary benefits | altruism | cion

Capacity Building

Information provision

Public Private Partner-
ships

Tariff charge and tax

-_-_-_

Payments for Ecosystem
Services

Source: Authors, updated from Lukat, et al. (2016)

Depending on how benefits accrue (and to whom),
you should also consider whether there is the
potential to transfer provision between actors. For
example, if it possible to quantify financial benefits
from flood risk reduction to specific employers,
regions could shift the responsibility (and associated
costs) of flood recovery from being purely the role
of governments to partially making private busi-
nesses responsible, or requiring public bodies to
have private contributions for projects to proceed.
This would allow them to prioritise public funds
to protect citizens could provide a strong signal to
encourage private sector investment in adaptation.
Throughout the process you might wish to consider
innovative models or precedents from elsewhere -
that combine sources and instruments to success-
fully mobilise finance.

As with many other stages in this process, it may be
helpful to hold workshops and engage with relevant
financial experts, government agencies, private
sector partners, and community representatives,
to understand their attitudes, and share knowledge.

Finally, you should summarise the outcomes of the
matchmaking into an Investment Strategy for the
packages of near term actions within the Strat-
egy or Action Plan. If such activities do not yield
a financially viable approach, consider whether a
more detailed financial structuring will be needed
(see Phase 5).

128 Pathways2Resilience | Developing Regional Climate Resilience Investment Plans and Project Pipelines



Developing Your Investment Plan

Matchmake actions with funding and financing opportunities)

Table 22: Indicative financing plan for adaptation packages or subpackage.

Pathway 1: Flood risk in the built environment

1. Pathway overview and costs

The €625m long term set of packages to address flood risk includes a focus on enhancing early warning, and
coastal relocation, as well as investments in climate proof highways and increasing the nature based solutions in
the built environment.

2. Public / private balance of the pathway

The pathway creates a mix of economic, fiscal and financial (private) benefits. Whilst the economic and fiscal
benefits are easily demonstrated and captured, the financial benefits are harder to evidence. Given the rela-

tive ease of attributing benefits to p the financial strategy will continue public provision, and address barriers to
enhance private provision. Local, Regional and National Government will continue to be responsible for activities
which assess flood risk and for delivering schemes. Local Governments will take forward the planning of such
schemes, but the pathway will increasingly seek to crowd in contributions from private sector resulting from
enhanced value and avoided damages.

3. Economic, Financial and Fiscal benefits to be captured

type ies

Increased prop- Private Property Higher rental yields Property charges, transaction

erty values owners taxes

Reduced water Fiscal and General Reduced drainage Bill rebates, captured by additional
treatment fivate ublic charges and water Y

demand P P treatment costs &

Avoided Economic Municipality None Grant funding from municipal
damages budget

4. Additional external sources and instruments to be leveraged

Source Instruments Acceptability | Deliverability | Quantum

LIFE High Medium Medium
- ERDF High High Medium
EIB Framework Loan Medium Low High
rli]eegrifnal GOvern= gy resaurces Medium High Low
rl:lqaei?nal oY Flood Risk Management Fund High High Medium
Businesses Local Taxation Low Medium Medium

5. Reforms required to mobilise financial flows

Limited evidence on financial benefits of adaptation - requiring more awareness raising and engagement. Current
legislation allows repayment of water savings, but only to bill payers. Could be strengthened through legislative
reform which allows repayments directly to project proposers. Data and evidence on costs of a cubic meter is not
robust - could consider further research or installation of monitoring and evaluation. Detailed technical knowl-
edge will be needed to help put legal agreements in place. Enhanced coordination will be needed by the region to
plan investment.

Source: Authors.
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A
Eo~
Before moving onto Phase 5 have you:

. Assessed the potential pathway revenue streams, additional sources, overall
financing mix and enabling conditions

. Documented the investment approach for each adaptation package.

. Confirmed the envisaged financing plan for the Strategy and Action Plan fit within the
region’s fiscal space.

Supporting resources:

Guidance and supporting materials

o Pathways2Resilience - Investment Strategies template - This is available in the toolbox.

Case Studies and Examples

o Sniffer (2023) Craigleith Retail Park Case Study - This report explores the potential economic and financial
case forinstallation of nature-based solutions at a retail park in Edinburgh. It assesses the relevance of a
range of sources and instruments based on the benefits of the project, as well as potential revenue streams
that could be mobilised. It then appraises the economic and financial case and structures a financial model.

e Khosla, S. and Watkiss, P. (2022). Developing adaptation finance business cases - case studies and
results. Summary report to Sniffer. - This report, although focused on individual projects, rather than
pathways, evaluates the suitability of a range of different sources and instruments for managed realign-
ment programmes, flood risk management and community resilience programmes.

e [ISD (2021) Innovative Financial Instruments for Climate Change Adaptation - This guide includes a
wide range of innovative instruments that can be used to fund or finance adaptation.

o Lukat, E., Rouillard, J., Lago, M., Troltzsch, J. (2016). Use of non-monetary metrics/weights in adaptation
decision-making. In Rouillard, J., Troltzsch, J., Lago, M., Markandya, A., Sainz de Murieta, E., Galarraga, 1.,
Distributional objectives and non-monetary metrics. FP7 Econadapt project, Deliverable 2.3. - Provides
more detailed guidance on the balance of public and private provision of public adaptation goods and
the different policy instruments available to consider this mix.
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( )
@ Case study: CLIMATEFIT: Developing Investment Strategies in European Regions

Introduction

The CLIMATEFIT project, funded by the European Union’s Horizon Europe program, is dedicated to
enhancing financing of climate resilience and adaptation. It aims to advance climate resilience by developing
and applying innovative tools, methodologies, and strategies to support investment in projects in 20 European
Regions. It focuses on providing actionable solutions to adapt to the effects of climate change, ensuring that both
urban and rural areas are prepared for future climate challenges. The project spans multiple sectors, including
agriculture, water management, energy, and infrastructure, reflecting the broad impact of climate change on
different aspects of society.

Key takeaways

o Development of Investment Strategies, Plans and Cases: The project is developing a suite of tools and
strategies tailored to regional needs. This will involve 20 investment strategies of which 10 will progress to
investment plans and four will then progress to investment cases.

o Local Resilience Taskforces: CLIMATEFIT is developing Local Resilience Taskforces, groups of local stake-
holders. These will be used as the basis to develop a European Network of Local Resilience Taskforces.

o Stakeholder Engagement and Capacity Building: Engaging stakeholders is a critical component of
CLIMATEFIT. The project involves local governments, businesses, community organizations, and other
relevant parties in the development and application of adaptation finance strategies. Capacity-building
activities, such as workshops and training sessions, are conducted to ensure that stakeholders have the
knowledge and skills needed to effectively use the tools and implement adaptation measures.

» Knowledge Sharing and Dissemination: CLIMATEFIT emphasises the importance of sharing knowledge
and disseminating findings. The project develops resources such as reports, guidelines, and case studies to
communicate its results and insights. It also organizes events and activities to promote the adoption of its
tools and strategies across Europe and beyond.

Expected Outcomes

o CLIMATEFIT will streamline collaboration for innovative finance across EU contexts, focusing on invest-
ment strategies in 20 regions to overcome barriers and support successful financial instruments, using a
unified financing framework.

e The project will have delivered a Capacity Building Programme to boost institutional capacity, offering
e-learning based on successful initiatives like the EU City Facility project.

o A manual for public authorities on leveraging tailored financing models and creating resources like a lever-
age manual and priority-setting tools.

o Successful implementation of pilot projects demonstrating the practical application of adaptation meas-
ures.

o Strengthened capacity and knowledge among stakeholders to address climate change impacts.
Source: ClimateFIT.
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-

Case Study: Québec: Reinvesting Carbon Revenues into Local and Global Resilience
Introduction

Québec has built one of the most advanced subnational climate finance systems worldwide, showing
how regional governments can transform climate policy into a reliable engine for resilience and solidarity. Rooted
in the polluter-pays principle, the province ensures every dollar generated through carbon pricing is reinvested
in climate action—supporting both its own transition and vulnerable communities abroad. By embedding climate
finance into its fiscal framework, Québec has guaranteed predictable, long-term resources for mitigation, adap-
tation, and international cooperation.

Core Information

Québec’s carbon pricing journey began with a fuel surcharge and took a decisive leap in 2013 with the launch
of its cap-and-trade system, the Systeme de plafonnement et d'échange de droits d’émission (SPEDE). Linked
with California’s carbon market under the Western Climate Initiative (WCI), SPEDE created a cross-border
market that both reduces emissions and generates significant revenues. Since its launch, the system has raised
more than CA$10 billion (=US$7.2 billion).

Akey strength of Québec’s model is its reinvestment mechanism. It channels 100% of proceeds into the dedi-
cated Electrification and Climate Change Fund (ECCF). This ensures transparency, builds public trust, and creates
long-term policy certainty by ring-fencing resources for climate action. Local governments are among the main
beneficiaries. Since 2021, over CA$550 million (=US$390 million) has been allocated to municipalities to develop
climate plans, reinforce infrastructure, and launch community projects. Building on this, Québec’s 2025-2030
implementation plan announced a further CA$400 million over five years to accelerate municipal resilience.

Beyond municipalities, ECCF resources support a wide range of initiatives: industrial decarbonisation, clean
technology deployment, resilience-oriented R&D, sustainable mobility, just transition measures for workers, and
land-use adaptation strategies. By spreading investments across multiple sectors, Québec not only strength-
ens its economy but also ensures that climate action is deeply embedded in society. Furthermore, through the
International Climate Cooperation Programme (ICCP), part of its carbon revenues fund projects in vulnerable
Francophone countries, particularly in Africa and the Caribbean. To date, 65 projects have been supported,
tackling issues from food security to resilient energy systems.

Québec’s approach has made carbon pricing a stable and transparent source of climate finance. Ring-fenced
within the ECCEF, revenues are invested where they deliver the greatest impact, balancing local needs with
global responsibilities. For municipalities, dedicated adaptation funding empowers local authorities to design
and implement tailored strategies. For the international community, Québec’s solidarity demonstrates how
subnational governments can mobilise resources to address shared climate challenges. With more than CA$10
billion mobilised since 2013, Québec has become a global reference point for integrating carbon revenues into
a just and effective climate finance system.

Key Takeaways

o QOver CA$10bn mobilised since 2013, making it one of the largest subnational climate funds globally.

« Significant, predictable funding empowers municipalities to implement adaptation strategies.

e Through the ICCP, Québec supports climate projects in vulnerable countries, linking local action to inter-
national justice.

« |t provides a blueprint for how subnational and national governments can integrate carbon pricing with
dedicated reinvestment

Sources

e Gouvernement du Québec. MELCCFP - Cap-and-trade system (SPEDE)

e Québec 2030 Plan for a Green Economy

» Regions4 Financing Resilience International Forum Shaping a resilient future: Unleashing Finance at the
Subnational Level report
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https://www.environnement.gouv.qc.ca/changementsclimatiques/marche-carbone_en.asp
https://www.quebec.ca/en/government/policies-orientations/plan-green-economy/implementation
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Phase 5 - Develop and structure bankable investments

Your proposed Strategy, Investment Plan and Action Plan may include a number of actions which are not
yet bankable. The aim of this optional phase is to improve the bankability of the investments in your strat-
egy and/or action plan identified in Task 4.3 that need to be delivered in the near term, but for which no
current financing models appear viable, and to develop an implementation plan to allow work to proceed
through to financial close and the construction or operation stages. These aspects are likely to be for larger
scale, longer term, and more complex projects, though are important for all projects. Whilst the three tasks
are presented as linear here, the reality is that they are iterative and require constant feedback and revision
based on new findings and analysis.

Enabling conditions for finance

Policy and

Data and Evidence Regulation

Inclusive Green
Governance Budgeting

U Resources Sustainable
/ and Skills Finance

Develop and structure
bankable investments
\
Bankable Investments N
\

Links to the Regional Resilience Journey:

AIC tasks Relevant RRJ inputs Outputs relevant to the RRJ
process

5.1 Baseline financial
and economic merits

5.2 Co-design value

proposition and busi- N/A - This set of guidance is an optional The main output from this stage is an

ness models extension aimed at enhancing the implementa- ~ enhanced set of Investment Concepts.
tion of action plans This can be used

5.3 Develop finan-

cial structuring
and Investment
Concepts.
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Task 5.1: Develop a business model

RRJ Journey Stage

Design pathways 51,52

What is this Task about?

CRIP Template Section

Essential/optional

Medium Optional

This task is about defining the business model of the project - notably how the project creates and delivers
value. It involves identifying the project beneficiaries and revenue streams within the project and setting
out the core way in which the project delivers the adaptation and associated co-benefits.

\
What are the key inputs?
You should use any initial work on financial
models in 4.2.

4

Why is it important?

Being clear the value the project is creating, and for
whom, and if relevant, whether it can repay financ-
ing is a pre-requisite for seeking funding and financ-
ing of the project.

What are the expected outputs?

A business model canvas, and a supporting
table mapping the project benefits, benefi-

ciaries, revenue streams and the potential
to capture them. If possible, you should also
include a diagram showing how the project
will be delivered.

What should you focus on the first time
round?

Focus on defining the core elements of the business
model - notably how the adaptation is delivered,
and any revenues within the project. You do not
necessarily have to set these out in a financial flow
diagram - though it is helpful if resources allow.
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How can you complete it?

1. Document the business model

Building on the measures and costs of the action
planin Task 4.1, begin to document the key compo-
nents of the business model, and draw the over-
all organizational structure, business model and
financial flows onto a diagram. Key information to
document includes:

e A short description of the project and its key
activities

e The key stakeholders and their envisaged roles

e The main resources required

e The costs associated with delivering it

e Thevalue proposition - namely the main bene-
fits and co-benefits, beneficiaries, any revenues
and the preferred options for capturing their
value.

e A summary of the current enabling conditions
for the project and how they could further be
enhanced to improve project bankability.

o Awritten description of the business model

Developing Your Investment Plan

Start by identifying whether adaptation is a primary
objective (dedicated adaptation), a secondary
objective (climate proofing), or a mixture of both.
For climate proofing projects, there are typically
existing financial or delivery arrangements which
provide a pre-existing set of options and constraints
(e.g. consumer bills in infrastructure). If these exist,
these should be identified and outlined.

A key resource to help you do this is the Business
Model canvas. This captures the key components,
allowing you to write a concise summary of the
business model. Whilst originally private sector
focused, it has been developed further to be rele-
vant to regional governments, and for adaptation.
Atemplate is shown below, updated from previous
work developing it for use in nature-based solu-
tions projects:

Figure 29: The Business Model Canvas.

Project:
Project Type: Clirube Frecfing / Pure Adastation / Mised
Activities Resources Walue proposition Partners Beneficiaries
{adagtation benelils ad co-
heraies
Covernance
Cost structure Project flexibility Capturing value

Source: Authors, updated from Connecting Nature (2019) and Strategyzer, 2024.
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The value proposition section has been expanded
to move from financial benefits to the wide range of
economic social and environmental benefits, whilst
project flexibility seeks to identify viable project
flexibilities which for changes in costs and bene-
fits can be reduced through delivery (e.g. through
volunteers), or the size of project. Finally, Value
capture refers to how to generate revenue from
goods and services delivered to users and custom-
ers — in this case by capturing the benefits for use in
repaying funding or financing. More detailed guid-
ance on the other sections can be found in the
Connecting Nature business model canvas (link
below).

For more complicated projects, you may wish
to systematically quantify the project benefits,
whether they are public or private, and how they
can capture value through revenue streams.

To do this, follow similar steps as for Investment
Strategies in Task 3.3. and map the benefits that
arise from the project, and whether they are public
or private. These may be direct adaptation bene-
fits (e.g. reduced flood damage to infrastructure
or homes, water treatment costs, reduced mortal-
ity and morbidity). It may also include co-benefits
(such as improvements in health, carbon storage, or
increases in property values), as well as additional
value generated from seeing investments’ syner-
gies with other activities (e.g. unlocking develop-
ment). For each benefit, list if the benefit is public
or private, the beneficiaries, and the value/reve-
nue streams that the project creates for them. If
known, include quantitative details, and ideally
financial information. Examples would be estimates
of the avoided damages from reduced flood risk
or increases in property value from investments
in nature-based solutions. An example is shown
below:

Table 23: Example of project benefits for a nature-based solutions project to tackle flooding in Edinburgh,

UK.

Revenuea streams

Category

Benefit type

MNature of good

Beneficiary

Adaptation Moderation of Public Scottish Water Avoided infrastructure

benefits EXITEme EVents — Investment costs,
Drainage Avoided running costs
Infrastructure
Moderation of Public and City of Edinburgh Avoided infrastructure
extreme events - Private Council, Tenants, investment costs,
Surface water Nuveen Avolded running costs.
Moderation of Private Tenants, Insurance | Reduced insurance
extreme events = industry premiums
Insurance claims
Wastewater Public and Scottish Water, Avoided infrastructure
treatment Private Tenants investment costs,

Reduced wastewater
charges

Co-benefits, Local climate and Public City of Edinburgh Grant finance

environment | air guality Council, Nuveen,

(Regulating regulation Tenants

services) Carbon Public / private | Edinburgh City Government net 2ero [
sequestration and Council, carbon cradits (note
storage NatureScot, high private Carbon Credit

emitting companies | markets would have
| lower values)
Wider Economic growth Private Muveen Real Estate | Increased rental fees
Amanity and property valus
| benefits uplift

Source: England et al., 2023.
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Having identified the value created, for each benefit, identify instruments and mechanisms that could be used
to capture this value - such as project co-financing, or new or modified contractual payments that reflect
the benefits and the overall viability of these. Consider the likely willingness to pay, ability to pay, as well as
how likely it is to be able to realise in practice, as well as its relative contribution to total project costs. An
example template is included below:

This process will help you prioritise where to target efforts to realise these different benefits as part of con-
structing the overall business model.Table 24: Template to evaluate potential for value capture from project
benefits.

Benefit type Willingness Ab|||ty to Deliverability Overall magnitude (as Overall viability
to pay % of costs)

Increased real Medium Medium
estate rents

Carbon Credits [y H M Very low Medium
Reduced water M H L Medium
treatment costs

2. Set out a business model diagram

Use the elements of the business model canvas, and the more detailed analysis on benefits, beneficiaries
and revenue streams to document the core way in which the project will be delivered, by who, and the main
repayments / value creation and capture. An example diagram is shown below.

Note this is an iterative process and you may have to repeat this process a number of times, both in the
development of the business model, but also as a result of the financial structuring and delivery plan in Tasks
5.2 and 5.3.

Figure 30: Outline of a business model for a climate forest project in Scotland.

Falkirk, Stirfing and Dbty capitsl g
Clackrnannanshire Councils
Guantruble benefns
1& sakshaiders
Scoatish Water
Paymenks foa
berefits
Property cwniers
Additional
beneficians..,
- Financial instrument Furdér firwestaor
Mchor - Irvepstion

- Compodite slements

— Financial flow

Developing Regional Climate Resilience Investment Plans and Project Pipelines | Pathways2Resilience 137



Developing Your Investment Plan

Develop a business model )

Before moving onto Task 5.2 have you:

Documented the overall business model in a business model canvas?

Assessed the detailed benefits, beneficiaries and revenue streams.

Drawn the overall business model in a diagram?

Supporting resources:

o Strategyzer (2024) Business model canvas - the Business Model Canvas is a strategic management and
entrepreneurial tool. It allows you to describe, design, challenge, invent, and pivot your business model.
This includes a downloadable template and an overview of the approach.

e Connecting Nature (2019) Nature-Based Solutions Business Model Canvas Guidebook - an updated
version of the business model canvas, used for delivering NBS.

e Toxopeus, H.S. (2019) Taking Action for Urban Nature: Business Model Catalogue, NATURVATION
Guide - A collection of ‘typical’ business models used for financing nature-based solutions projects.

e PWCand InnovateUK (2023) Financing Local Net Zero Projects - This outlines an approach for financing
local net zero projects for start to finish for Public Authorities. Whilst it focuses on mitigation, it provides
guidance on many of the considerations of financial structuring, including business models and commer-
cial structures.

o Pathway2Resilience (2025) Adaptation Business Model Canvas - This is available in the toolbox and will
allow you to develop your own business model, whether individually or in groups.
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Task 5.2 Undertake financial structuring

RRJ Journey Stage

Design pathways N/A

What is this Task about?

CRIP Template Section

Essential/optional

Medium Optional

This task is about defining how the business will be funded and optimised, through the use of financial
structuring. Financial structuring refers to the creation and organisation of dedicated financial arrange-
ments between relevant parties for a programme, project or action so that it channels initial resources from
sources to those delivering the project, captures the value generated and repays the costs through revenue
flows and benefits, and achieve the adaptation objectives. It also successfully allocates the risk and rewards
between parties. This includes the upfront funding or financing (sometimes known as the capital stack), as
well as the maintenance and operations and the repayment of debt.

What are the key inputs?

The key inputs are the overall business model
developedinin Task 5.1.

Why is it important?

Financial structuring helps distribute the risks and
rewards across the parties, aligning risk-return
profiles with investor expectations. An implemen-
tation plan clearly demonstrates that the project
can be delivered in practice. Together, they provide
confidence to funders and finance

What should you focus on the first time
round?

Focus on defining the core financial arrange-
ments that will allow the project to proceed in the
simplest way. Future versions could focus on mobi-
lising additional sources or using more complicated
instruments.

What are the expected outputs?

A core output of this process is a financial
structure diagram. This identifies the key
actors from a financing perspective and docu-
ments the flows of finance into and out of the
project. This is similar to, but different from, a

project governance diagram, which will typi-
cally illustrate reporting and delivery arrange-
ments and contractual relationships. An
example for an urban forest fund structure,
building on the business model show in Task
5.1 is shown (Figure 31):
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Figure 31: lllustrative financial flow diagram for a regional climate forest fund.
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Source: England and Watkiss, 2025.

How can you complete it?

This involves three main steps:

1. Select preferred sources 2. Define and document 3. Optimise financial

and instruments financial structure structure

1. Select preferred funding and financing sources and instruments

Review the appraisal of additional sources and a grant or loan agreement letter. As part of this,
instruments for the Investment Strategy in Task you should consider additional sources and instru-
3.3, as well as the appraisal of value capture in ments beyond those identified as beneficiaries to
the business model in Task 5.1 and decide on the project.

the mix of sources and instruments that you will
use in the financing arrangements. Where possi-
ble, secure written assurances for their contribu-
tions. For example, this could be a heads of terms,
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2. Define and document the financial structure

Start to develop the financial structure and develop
an overall diagram. Start by mapping the key organ-
isations which have a financial role in the project.
This covers those providing upfront funding and
finance but also those that receive finance and then
spend it to enable delivery (e.g. through projects),
as well as those who repay. Link the boxes with
arrows that represent the financial flows, then layer
on boxes between the different actors which repre-
sent the types of instruments that will be used to
facilitate them flows, such as a grant, commercial
loan, etc. Label the arrows to illustrate the type of
transactions happening.

3. Optimise the financial structure

Finally, having completed an initial financial struc-
ture, work to optimise it further, by challenging the
initial approach, exploring similar work in other best
practices and considering opportunities to improve
the enabling conditions.

3.1 Project structure

In reviewing the project structure, key questions to
consider include:

o Could actions or delivery approach be rescoped
- Could you adjust the actions or delivery
approach to provide wider benefits which could
mobilise additional funds (e.g. could you posi-
tion the pathway as a demonstrator project to
attract University research funding which could
cover costs)?

¢ Would strategic public finance unlock wider
finance - e.g. to de-risk the project, or to lever-
age private finance, through some kind of
blended finance. For example, could you use
national and EU-level funding programs, grants,
and incentives to support regional adaptation
efforts?

e Could insurance be a targeted mechanism to
help - either as part of the adaptation pathway
itself, or as a mechanism to reduce risks in deliv-
ery of projects? You could explore the potential

Developing Your Investment Plan

)

of innovative insurance products and financial
instruments that can be leveraged to support
adaptation efforts, such as parametric insurance,
catastrophe bonds, and resilience bonds.

e Can you change roles and responsibilities to
better align risks and rewards - would some
partners be willing to change their levels of risk
(and associated financing or funding or reve-
nue share) or reduce financing terms to better
balance their financial and adaptation contribu-
tion? Could other partners be included to reduce
costs or better optimise delivery?

In many cases, a combination of all these aspects
will be needed, and you should take an iterative
approach to understand potential effects on the
overall bankability of the actions.

Best practice examples

Innovative financing for adaptation is a rapidly
advancing area. In addition to looking at the project
structure itself, you should explore whether there
are lessons from new governance or innovative
financial instruments. For example, could newer
and more innovative financing instruments be
used to leverage the benefits such as green bonds,
climate funds, and public-private partnerships?
You may also wish to review similar examples of
adaptation projects that have been successfully
funded or financed to better understand the way
in which the funding was structured. There are
various sources of information, including the best
practice examples from the Pathways2Resilience
catalogue, case studies from CLIMATEFIT project,
project databases from LIFE, Cohesion Policy, EIB
project pipeline, CCFLA's financial instrument case
studies repository (includes both adaptation and
mitigation) and Climate ADAPT.
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Whilst the business and financial models for adapta-
tion projects are context specific, there is still merit
in reviewing similar examples that have worked
elsewhere in the world, or where they haven't
and why. This will help optimize the project’s own
approaches and highlight potential areas to be
concerned about. It will also provide confidence to
stakeholders that similar projects have been under-
taken before.

Enabling conditions

Finally, it is important to document the existing
enabling conditions the project relies on, as well as
further improvements that could increase project
viability. This includes capacity building efforts and
institutional strengthening which address barri-
ers and constraints (e.g. improving information,
and reforming institutional arrangements and
processes), as well as measures which create the
enabling environment for adaptation (e.g. policy,
regulation legislation). Itis also important to ensure
these activities are also financed. Start by reviewing
those enabling conditions developed in Phase 4 and
build on them to document the current enabling
conditions and identify a series of actions to pursue
that improve the overall enabling conditions.

This approach can be delivered in many ways,
including a desk-based approach, as well as work-
shops with the project teams. For projects which
are likely to seek private sector financing, you may
also wish to host investor pitch days, bringing
together potential financiers to understand their
concerns and requirements and help you refine
your approach.

The main aim is to create a final record of the flows
of funds throughout the project lifetime. This starts
with initial finance flows into the project (e.g. from
funders or financiers), how it is spent, and where
relevant, how revenues are generated (e.g. from
property rental), or value is generated, and how
funds are repaid. You may also choose to include
the amounts envisaged through flows and how they
flow over time (e.g. annual payments) Depending
on the complexity of the projects, you may wish
to draw financial flows as part of a wider govern-
ance diagram or create a dedicated financial flow
diagram.

Before moving onto Task 5.3 have you:

Defined the sources and instruments?

Defined and documented the financial structure?

Considered additional ways to optimise the financial structure?
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Supporting resources:

ClimateFIT (2025) Developing an Investment Concept: A Handbook for Public Authorities

Toxopeus, H.S. (2019) Taking Action for Urban Nature: Business Model Catalogue, NATURVATION
Guide - A collection of ‘typical’ business models used for financing nature-based solutions projects.

PWC and InnovateUK (2023) Financing Local Net Zero Projects - This outlines an approach for financing
local net zero projects for start to finish for Public Authorities. Whilst it focuses on mitigation, it provides
guidance on many of the considerations of financial structuring, including business models and commer-
cial structures.

CPI(2024) Building Financial Instruments for Climate adaptation - This report provides recommenda-
tions for developing effective financial instruments that meet the growing demand for adaptation finance.
It is based on lessons developing over 20 adaptation-focused instruments from the Global Innovation
Lab for Climate Finance.

Gridlines (2025) Structuring infrastructure project finance models - a comprehensive guide.

Case studies:

Khosla, S. and Watkiss, P. (2022). Developing adaptation finance business cases - case studies and
results. - This report examines the opportunities for public, private, blended and third sector finance for
three projects in Scotland that would have traditionally been public grant financed - a coastal managed
realignment, a flood management project and a community climate resilience project.

England, K., Watkiss P., and Hunt, A. (2023) Adaptation Finance Case study 2023L Craigleith Retail Park
Demonstrator - Showecases the business model development process, including valuing the adaptation
benefits and co-benefits of a project to help improve bankability and inform the business model for a
nature-based solutions project in Edinburgh.

Global Innovation Lab for Climate Finance - The lab is providing support to a wide range of financial
instruments for adaptation. Whilst different to project finance, they include a wide range of instruments,
financial flow diagrams and descriptions of how ideas have been realized into successful approaches to
financing adaptation
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Task 5.3: Develop a commercial structure and delivery plan

RRJ Journey Stage

Design pathways N/A

What is this Task about?

CRIP Template Section

Essential/optional

Medium Essential

The aim of this task is to ensure you have a clear commercial approach and delivery plan which allows the

project to be executed and implemented.

What are the key inputs?

The business model developed in Task 5.1, and
the financial structuring in Task 5.2.

Why is it important?

Any project must be delivered in a way which is
robust and credible, as well as being in line with
standard practices and legal requirements.

What should you focus on the first time
round?

All aspects of this activity are important. Focus
on ensuring the arrangements are concrete and
robust, within the resources available for the task.

What are the expected outputs?

A delivery plan for the project, considering
legal requirements, contracting and risk, deliv-
ery and governance, procurement arrange-
ments and accounting and tax requirements.

How can you complete it?

Work through each of the five areas below that are
typically required to be able to deliver a large-scale
project in practice. They are delivery and govern-
ance, procurement, legal, contracting and risk and
accounting and tax

Figure 32: Common components for consideration of a project delivery plan.

Procurement

Contracting and risk

Legal

Delivery and
Governance

Accounting and Tax

Source: Authors.
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Procurement - Develop a procurement strategy for
the project. This should outline which elements of
the project are subject to procurement law, what
procurement routes will be used, overall times-
cales for each procurement and how and when soft
market testing might be used. If the project includes
new technologies or innovative approaches you
may also wish to consider the use of Pre-Com-
mercial Procurement or the Public Procurement
of Innovative Solutions.

Legal - Consider the main areas where legal advice
is likely to be required. This may include the legal
forms of any organisations created to facilitate
delivery, as well as compliance with EU or Member
State legal requirements, as well as any State Aid
issues.

Delivery and governance - Define how the project
will be delivered (e.g. in house, third party, or
publicly / jointly (e.g. through a special purpose
vehicle (SPV)). There is a continuum of deliv-
ery options, from full private sector provision to
full public provision. The final delivery structure
depends on the contractual structures and procure-
ment routes, but a guiding principle is that those
best placed to manage each activity and the associ-
ated risks should do so, with allocation of roles and
responsibilities to relevant parties based on their
desire for risk and reward. A few key considerations
when designing if is set out below:

Table 25: Key considerations in delivery and governance of projects. Source: Authors, updated from UKRI

and PWC, 2023.

Control

People and assets

Delivery

Market and suppliers

Does the project align with your medium and long term objectives? What level of
control does your organisation require? Where a scheme has been contracted with
the private sector it can be difficult and costly to revert back to the public sector.

Where are the capability and resources that are best placed to undertake the
role? Also consider the risk of not having or losing internal capabilities and infra-
structure. A clear understanding of any employee considerations or asset transfer
considerations is essential. Ensure you have sought legal and commercial advice
on any issues and considered potential pension liabilities.

Who is best placed to undertake each role to deliver the project and maintain the
continuity of service? The delivery model does not need to be fixed for all phases
of the scheme. Consider alternative models when appropriate

Is there a viable supply chain capable of delivering the project? Is it mature enough
for a straight procurement or is innovation needed?

Consider how you can best minimise the overall risk and which risks can be
reasonably allocated to a third party. Reputational risks can never be outsourced
and appropriate management and mitigation are needed.
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Accounting and Tax - Clarify the main reporting
frameworks and tax arrangements for the project.
The project must comply with all relevant local
and international financial reporting frameworks
including any sustainable finance regimes and the
treatment of taxes for the different delivery and
governance arrangements. The reporting require-
ments and accountancy rules may vary with the
different legal structures used to deliver the project.

Contracting and risk - consider the project risks
that will arise from its delivery, and how these
are allocated across the participating parties. You
should also consider how payments are made
within the contracting structure. A contract struc-
ture should reflect the specific project conditions,
including the beneficiaries, and the delivery struc-
ture.

The information provided above outlines some of the key considerations as part of a
delivery plan. However, none of the information above should be seen as a substitute
for proper legal advice and support. It is important that regions seek appropriate legal
advice in line with their own organisation’s description.

Before moving onto Phase 6 have you:

Considered the different procurement, legal, delivery and governance, accounting
and tax and contracting and risk issues that must be addressed to ensure delivery?

Documented these in a delivery plan?

Supporting resources:

e PWCand InnovateUK (2023) Financing Local Net Zero Projects - This outlines an approach for financing

local net zero projects for start to finish for Public Authorities. Whilst it focuses on mitigation, it provides
guidance on many of the considerations of financial structuring, including business models and commer-

cial structures.

e ClimateFIT - Investment Concept Handbook (forthcoming) - This provides detailed guidance on how to
build detailed Investment Concepts for bankable projects.

146 Pathways2Resilience | Developing Regional Climate Resilience Investment Plans and Project Pipelines


https://iuk-business-connect.org.uk/perspectives/local-net-zero-investment-financing-local-net-zero-projects/

Developing Your Investment Plan

Phase 6 - Develop monitoring, evaluation and
learning framework

The aim of this phase is to provide regions with the means to track and report progress on the implemen-
tation of their Investment Plan, including the mobilisation of finance. It also focuses on reporting metrics
and progress associated with private financing and identifying learning for further improvement. This phase
establishes a systematic approach to track progress and assess the effectiveness of mobilising finance for
adaptation, and extract insights from practical experience. It also ensures that any projects which have been
externally financed (e.g. whether privately, or from green bonds). By embedding continuous monitoring,
reporting, and structured reflection, Phase 6 closes the first AIC cycle and lays the groundwork for itera-
tive improvement. This supports the transformational aims of shifting from one-off adaptation projects to
coherent, inclusive, and finance-ready investment pathways.

Enabling conditions for finance

Data and Evidence iglicyand
Regulation
Develop monitoring,

evaluation and learning 1,
E Inclusive Green
’ \ Governance Budgeting
’ A W
<

framework
/ = Sustainable

/ Finance

AIC tasks Relevant RRJ inputs Outputs relevant to the RRJ
process

You should be able to align with
the overall Monitoring, Evaluation
and Learning Plan developed in RRJ
Task 3.3.2

Task 6.1 Monitor and disclose
progress on achieving adaptation
financing objectives

The design can feed into the devel-
opment of the MEL for the Strategy
in Task 3.3.2

You can leverage the privately
finance options that entered the
pathways you developed in tasks
3.2.2and 3.2.3

Task 6.2 Report on privately
funded projects in line with financ-
ing requirements

. You can mobilize the regional stake- : .
Task 6.3 Conduct a learning and holders identified in Task 1.2.2 and You can embed the MEL inputs into

reflection session on the prepara- draw in the shared vision from Tack the Theory of Change developed in

tion of the Investment Plan 531 Task 2.4.1
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Task 6.1: Identify, monitor and disclose progress on
adaptation financing

CRIP Template . .
RRJ Journey Stage Essential/optional

8.1 Monitoring and
scrutiny arrangements,
8.2 Economic and
financial Indicators

Task 3.3.2 Develop a Moni-
toring, Evaluation and Learn-
ing Plan

Medium Essential

What is this Task about?

This task focuses on monitoring and publicly disclosing progress related to the delivery of the Climate
Resilience Investment Plan and its overarching adaptation financing objectives. It involves reporting on the
overall financing mobilised, the development of the project pipeline, and the implementation of broader
actions to establish enabling conditions for investment to relevant politicians, management structures and/

or committees.

What are the key inputs?

You will need the details on the financial
models for the action plan (Task 4.2) and the
set of bankable projects identified in Task 4.3,
as well as any additional models developed
in Phase 5. In addition, you will need the final
list of existing and new financial sources and
mechanisms set up in Task 2.3 and mapped to
the pathways in Task 3.3.

What are the expected outputs?

The expected outputs include reports and
disclosures detailing progress on delivering
the Climate Resilience Investment Plan. These
should cover the total amounts of finance
mobilised/secured, pipeline development,

and the implementation of enabling actions.
Such reports should also include relevant Key
Performance Indicators (KPIs) and be made
publicly available to ensure scrutiny and
accountability. These outputs can feed into
the development of the MEL for the Invest-
ment Plan in RRJ Task 3.3.2

(

-

: Insight: In developing you MEL framework it is important to identify what you can measure

_\ ’_ but also what you cannot, to balance efficiency with feasibility. It will be important to recognize
&4~ thatyou mayneed to develop new reporting processes to underpin the processes. In particular,
green budgeting can be a useful technigue to help monitor flows of public institutions, whilst
compliance with the EU Taxonomy on Sustainable Finance may help with tracking private sector flows

J
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Why is it important?

e Ensures transparency and accountability -
Monitoring and disclosing financial progress
provides accountability to stakeholders includ-
ing administrative committees, politicians, and
the public. Public reports demonstrate progress,
whilst guaranteeing scrutiny and holding deci-
sion-makers accountable for fund usage.

e Mobilises and sustains finance - Demonstrating
progress through transparent monitoring can
be a catalyst for securing and scaling up further
investment. A well-documented track record of
mobilising and deploying finance builds cred-
ibility and increases visibility of investment
needs. This can attract further investments and
supports the case for domestic fund allocation.

o Strengthens Strategic Planning and Implemen-
tation - The data and insights generated from
monitoring feed directly back into the strate-
gic planning cycle, ensuring the AIP and the
broader resilience strategy remain relevant and
effective. This helps to check whether the policy
process is on track and if stated objectives can
be achieved.

e |dentifies areas for further action - Monitoring
reports help identify areas where further action
is needed to improve the financing and imple-
mentation of the strategy. A sound MEL strategy
can feed into refining and expanding the actions
included in the Climate Resilience Strategy and
Investment Plan.

What should you focus on the first time
round?

In the initial stages, clearly define the KPIs for
monitoring the financial resources mobilized for
the defined pathways, and the mechanisms for
collecting them, even if at a high level. As the plan
matures, more detailed financial reporting and
broader reporting on adaptation finance flows can
be incorporated. You can start by tracking finan-
cial flows from established adaptation options in
one or more pathways, focusing on financial instru-
ments underpinned by strong governance, such as
EU structural funds and competitive grants (LIFE,

HORIZON, etc.). Make sure you align the process
with the MEL Plan developed in RRJ Task 3.3.2.
In future iterations you may also wish to consider
alignment with wider national, EU or international
frameworks, such as the Global Goal on Adaptation.

How can you complete it?

1. Define MEL scope and objectives - Work with
others across the regional government, as well
as local municipalities and other partners, to
for monitoring Climate Resilience Investment
Plan financial flows, integrated with the Climate
Resilience Action Plan MEL framework (RRJ Task
3.3.2). You should align with regional/national
practices ensuring harmonized monitoring
and reporting. Justify the framework based on
transparency and accountability principles, high-
lighting how robust monitoring enhances stake-
holder engagement and ownership of both the
Investment Plan and broader regional resilience
strategy.

2. Define relevant Key Performance Indicators
(KPIs) to measure the progress of the Invest-
ment Plan, aligned with accessible data and
your organization’s existing capabilities and
resources. Reporting should include progress
on the overall financing of the investments
included in the plan (i.e., total amounts mobi-
lised/secured). It should also report on pipe-
line development, and implementation of wider
actions to provide the enabling conditions for
implementing, (Tasks 2.3 and 3.3). These will
need to be appropriate to the region, but exam-
ples could include the totality of finance mobi-
lised for investment (and the percentage splits
of public and private), the proportion of the
Climate Resilience Strategy with agreed financ-
ing strategies, the number of sources engaged in
the region in financing, or the numbers of instru-
ments being deployed or developed. Where
relevant it should also include reporting on wider
adaptation flows, e.g., from green budgeting
approaches used by the region or local munici-
palities. You may also wish to include indicators
which contribute to national objectives and the
finance indicators within the Global Goal on
Adaptation.
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Your precise mix of KPIs will vary depending on your region. However, some indicative KPIs are set out below:

Table 26: Indicative KPIs for Monitoring Financial Flows and enabling conditions.

Finance flows

Total finance provided and mobilised
for investment

Residual adaptation finance gap
Total / % finance provided through
debt/leveraging

Total / % Private finance provided
and mobilised for investment

Ratio of external to internal sources
of finance

Number of (new) financing sources
engaged

Number of financial instruments
being deployed or developed

Proportion of adaptation finance
dedicated to the most vulnerable

€

€/%

%

Number (and
total finance
entailed)

Number (and
total finance
entailed)

%

Core indicator for tracking the overall success of the
Investment Plan in closing the adaptation finance
gap

Provides a high level view of how much funding /
financing remains to be secured for the delivery of
the Strategy and Action Plan

Sub-indicator to distinguish between types of fund-
ing and assess the associated risk, fiscal pressure
and regional regulatory framework

Indicating the increased engagement of the private
sector to bridge the adaptation finance gap

Measuring the share of external sources (e.g.
national, EU Structural Finds compared to the
regional budget)

Tracks progress in engaging a wider range of actors

Tracks the region’s maturity in financial structuring
and its ability to tailor financing to different types of
projects

Required to ensure a just resilience approach.

Enabling conditions

Establishment of a multi-stakeholder
governance mechanism for the
Investment Plan

Number of actions identified and
under way to address strategic
financing barriers

Integration of adaptation into public
investment management (PIM) and
public financial management (PFM)
systems

Yes/No

Number

Yes/No

Tracks whether an appropriate multi-actor structure
isin place.

Monitors the commitment in implementing the
action plan by addressing strategic barriers.

Tracks whether adaptation is formally embedded in
how public money is spent and managed.
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Where applicable, include reporting on wider adap-
tation finance flows, such as those derived from
green budgeting approaches. In line with the KPIs
in Table 6.1.2, you are encouraged to provide qual-
itative information of the progress in fostering the
enabling conditions for finance identified in AIC
Tasks 2.3 and 3.3. It is important to assess and
communicate all background assumptions, limita-
tions, and uncertainties underpinning the chosen
indicators.

You should ensure all reports are made publicly
available to facilitate appropriate scrutiny and
accountability, and to help identify areas requir-
ing further action. Report and disclose progress
on delivering the Climate Resilience Investment
Plan to relevant administrative committees and/
or politicians.

Before moving onto Task 6.2 have you:

Established a clear framework to monitor financial flows and enabling conditions to

support your Investment Plan?

Selected a core set of finance KPIs with baselines and targets, aligned to Investment

Plan objectives?

Decided how to make reports available for scrutiny and accountability?
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Supporting resources:

o Informed City (2025) Global Goal on Adaptation potential indicators dashboard - This interactive
dashboard sets out the shortlist of indicators from the Technical report on indicators for the GGA by the
UNFCCC in an easy, accessible way.

e Asian Development Bank (2022): Adaptation Metrics to Scale Up and Align Investment with Climate-Re-
silient Development

e |ISD (2019) Monitoring and Evaluation Systems for Adapting to Climate Change Are Only As Good As
They Are Usable - Sets out some common principles and approaches for M&E in climate adaptation.

 |IED (ongoing): Supporting national monitoring and evaluation systems to enable adaptation assessment
and reporting -

o UNDRR (2025) Budget tagging for Disaster Risk Reduction and Climate Change Adaptation: Guide for
design and taxonomy - sets out key considerations in budget tagging approaches, as well as a useful
reference table for types of activities and classifications.

e [IGCC(2025) Climate Resilience Investment Framework - The Framework includes indicative targets for
investors to assess their resilience of their holdings (assets). It can be useful for considering the types of
metrics and targets for a Regional Investment Plan, especially if planning to involve Institutional Investors.
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https://informed.city/resources/gga-potential-indicators-dashboard/
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https://www.iigcc.org/insights/-climate-resilience-investment-framework-explained

Developing Your Investment Plan

Task 6.2: Report on externally financed projects

RRJ Journey Stage CRIP Template | Effort Essential/optional
Section

Task 3.3.2 Develop a Monitoring, Optional (Essential if private/
Medium
Evaluation and Learning Plan external finance used)

What is this Task about?

This task involves establishing a transparent process for regions that have used external finance arrangements,
such as bonds or loans where this is required, for their projects. It will be important for regions to disclose
the use of proceeds through a transparent process, providing assurance to financiers that their funds meet
industry-standard classifications for ‘green or sustainable’ investments. The guidance for this task focuses
on typical private financing requirements, but similar efforts may also be required for some other sources
and instruments (e.g. philanthropic grants or EU instruments).

~

What are the key inputs? What are the expected outputs?
The key inputs are the set of projects included The expected outputs are any further reports
in the action plan, for which external fund- required by external funders or financiers,
ing or financing has been used to develop This may consist of impact reports, or trans-
the projects, and the associated monitoring parent disclosures on the use of proceeds
requirements. for privately funded projects, demonstrating
) alignment with relevant financial frameworks

and requirements.
4 ) The exact output will vary depending on the
s~ Insight: Different financial instruments source and instrument put in place. For exam-
-'- come with different requirements. In ple, for Green Bonds, Sustainability-Linked
the process of evaluating their impact Bonds or Community Municipal Investments,
you will need a good understanding of relevant these could be use of proceeds reports, writ-
industry frameworks and requirements for ten informal updates, or overview of projects,
financial instruments, such as the ICMA’s Green whilst for Commercial Loans or the EIB it could
Bond Principles or the EU Taxonomy on Sustain- be reporting in line with its Environmental and
able Finance. Taxonomies are not specific to Social Standards Framework, and voluntary
financing jurisdiction (so financiers may have reporting in line with the EU Taxonomy on
to report against other international taxono- Sustainable Finance.

mies. Some sources will only be interested in the
climate resilience of the projects being financed,
whilst others will be interested in the impact
itself - i.e. the risk reduced through the delivery
of the projectparticular, green budgeting can
be a useful technique to help monitor flows of
public institutions, whilst compliance with the
EU Taxonomy on Sustainable Finance may help
with tracking private sector flows.

. J
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Why is it important?

e Assurance to financiers - effective report-

ing ensures their investments meet green and
sustainable criteria and conform to established
industry standards, allowing for more prefera-
ble lending rates. Frameworks like the ICMA’s
Green Bond Principles or the EU Taxonomy on
Sustainable Finance have specific disclosure and
reporting standards that must be met to classify
investments as ‘green’. The use of proceeds is an
integral part of green bonds and other private
sources of finance and robust reporting helps
build trust among stakeholders and bolster their
engagement in the region’s resilience strategy.
This transparency is essential for maintaining
investor confidence and for the continued mobi-
lisation of private capital for adaptation efforts.

Regional attractiveness for investment - Trans-
parent reporting on the use of proceeds and
project performance helps convince stake-
holders and investors of the region’s credibil-
ity. Demonstrating a robust and accountable
approach makes the region a more attractive
destination for private investment.

Capacity building - establishing a track record of
successfully managing and reporting on exter-
nally funded or privately financed projects, a
region demonstrates its capacity and reliability.
The data and lessons learned from the report-
ing process can be used to strengthen the
economic and financial cases for future projects
in the pipeline, making them more attractive to
investors and easier to finance. This contributes
to the overall goal of moving from adaptation
planning to effective implementation

What should you focus on the first time
round?

In the early stages, focus on establishing the funda-
mentals - e.g. the core indicators and information
required by financiers or relevant industry stand-
ards. In future iterations you can focus on expand-
ing this further with additional indicators or further
project information.

How can you complete it?

1. Identify relevant sources and instruments -
Start by reviewing the list of financial sources
and instruments supporting your action plan.
Identify those which have external monitor-
ing requirements, and what these are (annual
reports, use of proceeds, indicators etc), as well
as when they are required. For those which
require monitoring and evaluation, develop
a process to collect, compile and report the
information. Ensure this reporting aligns with
the relevant frameworks and requirements
for the financial instruments used. For exam-
ple, reporting for green bonds should adhere
to the ICMA’s Green Bond Principles, while
investments directly funded by institutional
investors, or the EIB should align with the EU
Taxonomy on Sustainable Finance. Wherever
possible, you should align their reporting with
recognised industry standards and frameworks
that private financiers and institutional investors
already use and trust.
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2. Define relevant metrics and measurement: set

out the relevant metrics and identify how the
proceeds from private finance will be overseen
and reported on. This should include both qual-
itative and quantitative performance indicators.
In all cases, you should also disclose the underly-
ing methodology and/or assumptions used in the
quantitative determination. The central element
financiers generally want to seeis a clear disclo-
sure of the use of proceeds and alignment with
taxonomy definitions of spend. The report
must transparently show how the funds raised
through bonds or loans have been allocated to
specific, eligible “green” or “sustainable” projects
and activities. An example of the type of project
metrics is shown below (Figure 33).

To ensure the metrics are relevant and useful
forinvestors, regions should engage in a “code-
sign process” with private sector actors, such as
financial institutions and companies (following
the groundwork of Building a Shared Vision in RRJ
Task 2.1). This collaborative approach ensures
that reporting provides the specific informa-
tion that financiers need to assess and manage
their investments in adaptation. A robust system
should be in place to track financial flows from
the initial source (the bond or loan) to its final
use in the specific adaptation project. This is
fundamental to providing the transparency that
underpins the “use of proceeds” reporting.

3. Integrate into the finance MEL framework:

Finally, the reporting requirements should be
integrated into the project’s design and govern-
ance structure. This ensures that the necessary
data collection and monitoring processes are
built-in from the start. Integrate the information
from this step into the KPIs developed in 6.1 to
monitor financial flows from private sources and
assess their overall importance.

. Prepare reports (and second opinion) : Having

developed the process and metrics, bring
together the information and compile it into
regular reports, aligned to the reporting peri-
ods for the instruments. The content should
be aligned to the types of instruments, detail-
ing the projects funded. For example, the UK
Government’s green financing framework report
shows how green gilts have been allocated to
support the national UK Flood Risk Manage-
ment programme of climate change adaptation
projects, which is then cascaded to the regional
or local level. In contrast, impact investors may
be more interested in the actual impact of
projects delivered. In some cases, these reports
may also need to be supported by an independ-
ent assessment of a financial institution (some-
times known as a ‘second opinion’.

Figure 33: lllustrative Summary Template for Project-by-Project report on adaptation financed by a green
bond.
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Source: ICMA, 2024
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Figure 34: Use of proceeds report for climate change adaptation in the UK.
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Source: HM Government 2024.

Before moving onto Task 6.3 have you:

Established a transparent process to disclose the use of proceeds for privatelysup-

port your Investment Plan?

Ensured that reporting on privately financed projects aligns with relevant industry
frameworks and requirements?
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Supporting resources:

European Commission (2025) European Green Bond standard - supporting the transition - an overview
of the European Green Bond Standard.

European Commission (2023) EU Taxonomy Navigator - Information on the common economic activities
used to evaluate whether projects using private financing can be classified as green’ for the purposes of
lending. The Commission created an educational and user-friendly website offering a series of online tools
to help users better understand the EU taxonomy in a simple and practical manner, ultimately facilitating
its implementation and supporting companies in their reporting obligations.

Climate Bonds Initiative (2024) Climate Resilience Taxonomy - The CBl’s taxonomy aims to provide
clear guidance on what constitutes a resilient investment. By defining credible and impactful projects,
our updated Taxonomy ensures that resilience considerations are integrated into the broader sustainable
finance market. Resources include papers on the principles, as well as detailed metrics for what is classed
as investments in climate resilience.

LMA (2025) Green, Sustainability Linked and Social Loan Principles - The standard principles to be
followed by financial providers to provide ‘green’ ‘sustainability-linked’ or ‘social’ loans.

UNEP FI (2024) Adaptation and Resilience Impact: A measurement framework for investors.
Bernhofen, M, and Ranger, N. (2024) Aligning Finance with Adaptation and Resilience Goals - a synthesis
and preliminary analysis of targets and metrics for aligning finance with climate-resilient development.
ICMA (2024) Green Bond Principles - The green bond principles aim to support issuers with the devel-
opment and issuance of green bonds. Alongside the main principles, the website includes project mapping
guidance and a checklist for issuance of green bonds.

ICMA (2020) Suggested Impact Reporting Metrics for Climate Change Adaptation Projects

EIB (2025) How we monitor projects - an overview of the EIB project cycle, including a section on how
the monitor projects.

Case studies

EBRD (2019) Example use of proceeds report for green finance - Climate Resilience Bonds often require
reporting on the use of proceeds to investors. This report provides an example of the types of reporting
required from green bonds.

City of Paris (2020) Projects funded by the € 300 million Sustainability Bond issued on November, 2020
- Asecond example of the type of proceeds report required for investors when using bonds to support
adaptation and mitigation projects.

HM Government (2024) UK Government Green Financing: Allocation Report 2024 - sets out the UK
government has allocated its green gilts raised on the debt markets.

Dutch State Treasury Agency (2023) State of the Netherlands Green Bonds report - This report shows
how the Dutch Government is using its green bonds to finance a programme of climate change adaptation
amongst other projects in the Netherlands, some of which are cascaded down to regional or local level.
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https://cdn.paris.fr/paris/2023/04/19/sustainability-bond-reporting-2020-Gjzz.pdf
https://english.dsta.nl/news/news/2023/05/26/dutch-state-publishes-its-2022-green-bond-report
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NOTE: While this guidance provides high level advice on the reporting associated
with the use of financial instruments, it should not be seen as a replacement for proper
financial and legal advice. In addition, it does not cover the process of issuing finan-
cial instruments such as green bonds. This is a complex area and regions should seek
dedicated advice if preparing to use such instruments.

Case Study: London’s Green Financing Frameworks

The Greater London Authority with the support of industry experts, has developed a Green Finance

Framework in, to ensure compliance of bonds and loans with the Green Loan Principles. This frame-
work, published in November 2023, governs how the GLA will raise finance bonds and peer-to-peer loans for
eligible green projects. It follows internationally accepted standards like the ICMA Green Bond Principles and
the Loan Market Association Green Loan Principles.

Key features of the framework include:

e Use of Funds: Proceeds must be allocated only to eligible green projects.

e Project Selection: A defined process ensures projects meet green eligibility criteria.

e Management of Proceeds: Transparent accounting of fund allocation.

e Reporting: Regular public reporting on fund use to investors and the wider community.

London’s Green Financing Framework by the Greater London Authority sets out the process by which the
GLA will finance climate and environmental projects through issuance of green bonds and other green finance
instruments (e.g. borrowing from the UK’s development bank. It aligns with these principles for municipal green

bonds, supporting the Mayor's environmental and carbon reduction goals. The reporting assures investors that
the funds will finance carefully assessed and selected environmentally sustainable projects.

Through the publication of annual Allocation and Impact Reports detailing use of proceeds per project, the
process bolsters credibility and external accountability, tracks the progress in meeting climate targets, and feeds
evidence back into policy learning and iterative improvement.

However, the first iteration of the framework does not relate to adaptation. Therefore, to complement the city-
wide work, local London boroughs have also begun developing their own frameworks which include adaptation
in the use of proceeds and have begun raising finance. In many cases this has been as part of work with Abun-
dance Investments. Abundance specialises in Community Municipal Investments, which allow local authorities
in London to raise capital directly from private investors to support adaptation projects, whilst also providing
a nominal financial return, Investors receive rigorous monitoring and transparent reporting to demonstrate
compliance with the financing framework, as well as to demonstrate impact.

— See London Green Finance Fund Framework
— See London Allocation and Impact Report (2023/24) and second opinion
— Hammersmith and Fulham Green Finance Framework
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Task 6.3: Learn and reflect on the preparation of your

Investment Plan

RRJ Journey Stage CRIP Template Effort Essential/
Section optional

MEL approach developed in RRJ Task 3.3.2
Reflect on how change is supposed to 8.3 Learning Medium Essential
happen 4.2.1

What is this Task about?

This task involves organising a dedicated learning and reflection session after the preparation of the CRIP
and an initial round of project development or reporting. It brings together key actors to evaluate the entire
preparation process, identify lessons learned for future CRIP iterations, and pinpoint any gaps in compe-

tencies and capabilities.

What are the key inputs?

You will need to have completed the Adapta-
tion Investment Cycle to reflect on the process
in a holistic manner. It is also important to
gather stakeholders’ feedback from RRJ Phase
2 and, depending on when the session is held,
a first assessment based on the data and moni-
toring procedures from Tasks 6.1 and 6.2. It
is important that you have reliable documen-
tation on the practices and tools you used in
developing the Climate Resilience Investment
Plan.

What are the expected outputs?

The expected output is a reflection and learn-
ing report documenting a set of learnings and
recommendations for improvement. These
recommendations should summarise the key
challenges in producing the plan strategies. It

should also summarise the lessons learned,
and the key activities to undertake to address
any identified gaps in competencies and capa-
bilities within the team and improve the read-
iness of the region to refresh or update the
plan.
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Why is it important?

¢ Enables Learning and Adaptive Management
- learning allows for continuous improvement
and adjustment. As many of the AIC tasks may
be new to your region, this session gives you
an opportunity to refine your understanding
of what each requires and how you completed
them. Recognizing shortfalls in competencies
and capabilities is essential for building the skills
and allocating the resources needed for more
mature and effective investment planning in the
future. This feedback can inform targeted train-
ing and capacity-building initiatives. Doing so
ensures, that future iterations of the Investment
Plan are improved.

o Ensures that knowledge and lessons learned
are captured and institutionalized - without
specific effort, reflections and learning typically
remain with individuals. Documenting these
helps to build long-term capabilities, processes
and evidence for robust investment plans.

» Facilitates Knowledge Transfer - Disseminating
the learning and experiences from preparing
your CRIP can help other entities within your
region (e.g. in municipal planning within regional
boundaries) as well as other sub-national enti-
ties.

What should you focus on the first time
round?

In the early stages focus on the main staff involved
in the development of the Investment Plan, or key
users such as senior managers, or external stake-
holders. Ask them to focus on the key issues that
contributed to success or made the process chal-
lenging. For those issues that were challenging,
focus on what could have been done differently.
You could also include a broader range of stake-
holders and staff.

The priority in early iterations is to ensure you have
engaged all relevant stakeholders for the session,
allowing them to reflect on the challenges faced in
the preparation of the Investment Plan. Structure
the session so that you can capture and document

all recommendations to ensure that valuable knowl-
edge and lessons are preserved and shared beyond
the immediate team members involved in preparing
the CRIP.

How can you complete it?

1. Invite stakeholders to participate in a Learning
and Reflection session

Bring together the key actors involved in the devel-
opment of the AIP once its preparation is complete
and the first round of project development and/
or reporting has been fulfilled. This includes all
regional actors that were actively involved in the
development of the CRIP. In case your journey
involves external experts, such as technical officers
and consultants, they should be an integral part of
the group learning session. To ensure the evalua-
tion and learning is relevant across multiple layers
of governance, you should engage senior officials
and political leaders at the local and regional level
and, if possible, representatives from national
authorities (e.g. the ministries pertinent to adapta-
tion actions Involving representatives from smaller
administrative units (e.g. municipalities) s can prove
material in documenting key learnings.

The distribution of private and public financial
sources in the final plan should guide the selection
of stakeholders. For example, if there is a sizeable
private finance component in your CRIP, itis impor-
tant to include the relevant private sector partners
- e.g. commercial and investment banks, institu-
tional investors (like pension funds), venture capi-
tal, and impact investors - who can provide direct
feedback on the attractiveness of the investment
pipeline, the clarity of the financial models, and
barriers to investment. To ensure the CRIP is inclu-
sive, equitable, and grounded in the best available
knowledge, feedback from members of the Civil
Society and community representatives, including
those most affected by climate risk and adaptation
options is also essential.
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2. Facilitate a structured learning and reflection
session

The session’s primary purpose is to evaluate the
Climate Resilience Investment Plan (AIP) prepara-
tion process to identify lessons for future iterations
and pinpoint gaps in competencies and capabili-
ties. However, you could also use the session to
evaluate specific parts of the Investment Plan,
such as the economic rationale, the stakeholder
engagement process, and reviewing the selection
of financing instruments and enabling conditions.
The overarching objective is to build a safe, open
environment for honest discussion to underline
the shortcomings of the first iteration of devel-
oping the investment plan and identify areas for
improvement.

Developing a clear agenda for the event is essen-
tial to guide the discussion and keep the focus on
the MEL process regarding the Investment Plan.
It should encourage them to discuss the process
of developing the Investment Plan, and to reflect
on what went well and what could have been
improved. Some indicative areas and questions
that could be used for discussion are outlined in
the table below (Table 27):

If the development of the CRIP was challenging
or you think the actors may not be willing to share
their reflections collectively or in person, you
should consider alternative methods such as an
anonymous survey.

Table 27: Indicative questions to guide a Learning and Reflection session. .

Indicative questions

e Did we map the system in relevance to baseline evidence and overall investment procedures?

Scope of e Did we map current and expected spending on adaptation?
activities e Did we provide realistic estimates on the costs of inaction

zation?
Procedures

sources and instruments?

the CRIP?

e Did we accurately highlight the barriers to adaptation finance?

e Did we have a clear process for developing the Investment Plan?
e Are budgeting and investment planning procedures clearly described?
e |s pathways thinking embedded into our listing of adaptation options, sequencing and prioriti-

e Were our monitoring and reporting procedures clearly specified?
e Was consensus met in agreeing on the financial models for the action plan?
e Did we establish actions to enhance our capacity in diversifying our portfolio of financial

e Did the core team showcase the key competencies and flexibility to lead the development of

Stakehold- B What gaps in competencies and capabilities have been identified within the team?

ers and e Did we involve the right stakeholders?

Govern- e Was the governance structure for developing the plan effective?

ance

e How did we select our indicators?

Source: Authors

e Was there sufficient coordination horizontally (across departments/cities) and vertically
(between national, regional, and local levels)?

¢ Did we have a sufficient focus on financing action for the most vulnerable / at risk?

e Do the indicators cover both financial flows and procedures in developing the CRIP?
e Are they being systematically monitored and reported?
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Learn and reflect on the preparation of your Investment PIan)

3. Document the recommendations (optional).

Document the outcome from the session in the
form of recommendations for the future version
of the Investment Plan in a learning report. This
ensures that the knowledge and lessons derived
from the process are not lost and can be used for
future planning and capacity building, and stake-
holder engagement. The learnings should directly

inform the next iteration of the Adaptation Invest-
ment Cycle, ensuring the process matures over
time and becomes more effective at mobilising
finance for adaptation actions.

Before moving onto compiling your Investment Plan have you:

Convened key actors for a learning and reflection session?

Identified lessons for future Investment Plan iterations?

Documented these recommendations to ensure knowledge transfer?

Supporting resources:

o Christina Lister Comms (2025) Tips on running staff reflection workshops - A helpful guide on successful

approaches for running learning and reflection workshops
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Compiling, approving and publishing your Investment Plan

Essential/
optional

RRJ Journey Stage CRIP Template Section

Task 3.3. Preparing for imple-

. 5,6. Medium Essential
mentation.

Having completed all of the phases and tasks, you should bring together all the elements of the Climate
Resilience Investment Plan into a single coherent and comprehensive document, setting out how you will
finance the action plan, in the context of the wider Investment Strategies.

What is this Task about?

Having completed all the Phases of the Adaptation Investment Cycle, you should now compile your Climate
Resilience Investment Plan. A template for the Investment Plan is included in the Pathways2Resilience
Climate Toolbox.

\
What are the key inputs?

The inputs are the key outputs from the previous tasks of the Adaptation
Investment Cycle. A summary of the core plan elements and where they
are developed is shown below:

J

Table 28: Key Investment Plan elements and where they are produced in the Adaptation Investment Cycle.

Plan Element Associated Tasks

The financing context, strategy objectives, and current investment needs,

flows and the gap. Task 1.1, Task 1.2, Task 1.3

Existing and future sources and instruments for the Strategy, barriers and Task 2.1, Task 2.2, Task 2.3

enablers

Investment strategies for the pathways Task 3.3

Actions, with associated economic and financial analyses, and financing Task 4.1, Task 4.2, Task 4.3, Task 5.1,
approaches Task 5.2 Task 5.3

A project pipeline of additional projects for future development. Task 4.1, Task 4.2, Task 4.3

Actions to improve the enabling conditions Task 2.2, Task 3.3, Task 3.2
Monitoring, evaluation and learning framework Task 6.1, Task 6.2, Task 6.3
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What are the expected outputs?

The output is a Climate Resilience Investment Plan, similar to the form
of the template, along with a list of all activities in all the packages and
pathways, known as a project pipeline. In addition, the Investment Plan
should include a package of actions to improve the enabling environment
for finance in the region.

Why is it important?

All public investment will be subject to formal sign
off and approval by regional staff and /or politi-
cians. The Investment Plan draws together all the
previous information generated in the Investment
Cycle into a single document which captures the
region’s approach to financing the Strategy and
Action Plan and allows this sign off. The Investment
Plan also allows you to further engage stakeholders
and funders to help develop the project pipeline.
Moreover, a signed-off plan is likely required for
applications to funding mechanisms such as the
Mission Cities Capital Hub. A further benefit is that
an Investment Plan provides assurance the region
can track progress mobilising finance and comply
with monitoring requirements for certain finance
sources (e.g. Green Bonds). Finally, it is a required
output of Pathways2Resilience.

What should you focus on in early
iterations?

Focus on ensuring a clear, focused Investment
Plan, which includes all the relevant sections of
the plan. It is better to have a narrower, but more
robust Investment Plan, than a large list of actions
that cannot be paid for or that offer poor value for
money.

How can you complete it?

Compile all the work to date and use it to populate
the Climate Resilience Investment Plan template.
Once you have compiled this, consult on it with
relevant stakeholders for final feedback and vali-
dation. This ensures it is comprehensive, realistic,
and supported by all parties involved. After this
is complete, seek approval from relevant senior
managers. You should present the plan to senior
political figures or committees identified at the start
of the plan development process, making sure to
address any concerns, and setting out how it will
be delivered. Once approved, decide on how to
publish the plan. You should think about the level
of detail to make publicly available and consider
submitting the plan to funding platforms like EIB
Adapt or InvestEU, as well as including them in your
region’s Inward Investment pitchbook.

-

Food for thought: Whilst the AIC focuses on producing a Climate Resilience Investment

Plan, in reality you may wish you include these components into one overall Strategy and

Action Plan, or as a supplementary document to your existing Strategy. This is perfectly
acceptable - the key emphasis is on completing the steps in the cycle, and generating the required
information, recognising that the final output may look different depending on local circumstances.

~

J
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Compiling, approving and publishing your Investment Plan

To complete the plan have you:

Brought all the inputs from the process together and completed a written
Climate Resilience Investment Plan.

Consulted and engaged stakeholders.

Secured relevant internal or political approval.

Submitted the relevant elements to key platforms such as InvestEU or
Mission Cities Capital Hub.

Supporting resources:

o Climate Resilience Investment Plan template

o Climate Resilience Investment Plan project pipeline template
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Appendices

Appendix 1. Investment Plan checklist

This Appendix brings together the overall checklists included at the end of each phase and task
: within the CRIP development process, to provide a handy checklist for regions to consider for the
overall Investment Plan.

- Prepare to deliver your investment plan

Set initial outcomes, objectives and scope of Investment Plan

|dentified and allocated resources and needs
Agreed a governance and engagement approach

Developed a project plan

O 0o0ogaog

Secured political approval

Phase 1: Define regional context and set climate resilience objectives

- Task 1.1

O Identified a high-level indicative budget for the strategy and action plan.

Reviewed the region’s economic and social goals, how they will be affected by climate change and how
adaptation can help achieve them to help provide a backdrop for the adaptation investment

Documented the key requirements from the Public Financial Management and Public Investment
Management approaches, as well as key existing financing relationships with the private sector.

Engaged with existing services or other organisations on what impacts they have experienced or might
experience in future.

O Undertaken a desktop search of existing studies.

Completed an inventory on the costs of extreme weather or climate change in the region as well as
known adaptation needs and existing expenditure?

T s

O Documented the spending objectives for the Climate Resilience Strategy and Action Plan.

4 Set out a clear investment rationale.

Completed the financial parts of the baseline report.

- Phase 2: Addressing strategic financing barriers

- Task 2.1

Compiled a table of the existing sources and instruments the region is using to finance adaptation

action.
O Mapped the wider landscape of sources and instruments.
O Reviewed their strengths and weaknesses through the Pathways2Resilience catalogue.
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Task 2.2

O Identified the barriers that make it challenging to use existing or desired sources and instruments.

Reviewed the Pathways2Resilience catalogue to identify additional sources and instruments and any
associated barriers.

- Task 2.3

Compiled an action plan on how to diversify your adaptation-related financial sources and instruments,
including timelines, and a clear allocation of roles and responsibilities.

- Phase 3: Develop pathways and investment packages

- Task 3.1

O Clearly defined a long list of adaptation options.

0 Identified the indicative costs of options and types and sizes of economic and financial benefits they
offer.
O Evaluated the options based on their initial economic and financial viability.
I
O Categorised options based on type, urgency, benefits and investment needs.
O Sequenced the options into pathways that will form the basis for evaluation.

Task 3.3

O Grouped your pathway actions into packages.

Estimated the finance needs associated with them.

- Phase 4: Economic appraisal and finance matchmaking

[ esan

O Identified the main economic, fiscal and financial benefits from the Investment packages?

- Task 4.2

O Reviewed the relevant appraisal criteria for your region and major known sources

Appraised the economic and financial cases of the actions to understand the potential costs and bene-
fits and which meet regional and/or funder requirements.

- Task 4.3

0 Assessed the potential pathway revenue streams, additional sources, overall financing mix and enabling
conditions
O Documented the investment approach for each adaptation package.

Confirmed the envisaged financing plans for the Strategy and Action Plan fit within the region’s fiscal
space.

- Phase 5: Develop and structure bankable investments

- Task 5.1

Documented the overall business model in a business model canvas?
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U Assessed the detailed benefits, beneficiaries and revenue streams.
O Drawn the overall business model in a diagram?
| ks
O Defined the sources and instruments?
d Defined and documented the financial structure?
O Considered additional ways to optimise the financial structure?

| s

Considered the different procurement, legal, delivery and governance, accounting and tax and contract-
ing and risk issues that must be addressed to ensure delivery?

Documented these in a delivery plan?

- Phase 6: Develop monitoring, evaluation and learning framework
Task 6.1

Established a clear framework to monitor financial flows and enabling conditions to support your
Investment Plan?

O Selected a core set of finance KPIs with baselines and targets, aligned to Investment Plan objectives?

O Decided how to make reports available for scrutiny and accountability?

Task 6.2

Established a transparent process to disclose the use of proceeds for privately (or externally) financed
projects?

Ensured that reporting on privately financed projects aligns with relevant industry frameworks and
requirements?

- Task 6.3

D Convened key actors for a learning and reflection session?
D |dentified lessons for future Investment Plan iterations?

D Documented these recommendations to ensure knowledge transfer?

- Compiling, approving and publishing your Investment Plan

D Brought all the inputs from the process together and completed a written Climate Resilience Invest-
ment Plan.

D Consulted and engaged stakeholders.
D Secured relevant internal or political approval.

D Submitted the relevant elements to key platforms such as InvestEU or Mission Cities Capital Hub.
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Appendix 2. Enabling environments to mobilise adaptation
finance

The Adaptation Investment Cycle emphasises the importance of a supportive set of conditions (or an enabling
environment). Pathways2Resilience defines enabling conditions for adaptation finance as a set of measures
and conditions which support the overall fundability or bankability of regional adaptation projects.

In this context, this relates to both the enabling conditions for the region to be able to implement the invest-
ment plan - but also more widely for other actors to be able to mobilise resources for adaptation finance.
This is particularly important to support diversification of sources and instruments in Phase 2, mobilising
finance for the realisation of pathways in Phase 3, the financing of action plans in Phase 4, and the devel-
opment of bankable projects in Phase 5.

To this end, Pathways2Resilience has identified six categories of enabling conditions that are needed for
successful adaptation finance mobilisation.

These are shown below:

@ =

050

Inclusive governance -
Appropriate governance mechanisms which
allow proper coordination across finance and

economic departments as well as those respon-
sible for adaptation. This could include regional
funds or facilities, and climate change specialists
or teams in finance departments. There should
also be representation of those disproportion-
ately affected by the climate impacts, or the
costs of adaptation, as well as relevant sectors
of the economy. It also involves working with
financial institutions to including climate risk and
physical adaptation into their mandates, as well
as ensuring there is assigned ‘risk ownership'(of
climate risks and adaptation responsibilities)
within government and other actors.

Developing Regional Climate Resilience Investment Plans and Project Pipelines | Pathways2Resilience

Data and evidence -

Appropriate finance and investment-focused
data and evidence, as well as technical assistance
which support the development of projects and
financing are crucial components of bankable
projects. This can involve identifying and assess-
ing a range of climate risks under multiple climate
scenarios, as well as adaptation measures, costs
and benefits, and the impacts on investment-re-
lated activities, such as future cashflows or
economic or financial benefits. In addition, part-
nerships with research institutions and scientists
to support
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@

Resources and Skills -
Ensuring regional actors have the collective skills
and resources to be able to undertake the activ-
ities to build the enabling conditions for adapta-
tion, as well as to develop a Climate Resilience
Investment plan is crucial. This involves identi-
fying skills gaps, as well as training programmes
and capacity building activities.

Sustainable finance-

Regions can also support and enhance work
on private sector adaptation finance, including
supporting the requirement and uptake of phys-
ical risk disclosures, support and alignment with
the EU Taxonomy on Sustainable Finance, and
helping alignment and support with private and
financial sector Transition Plans.

(($))

Policy and regulation -

A wide range of policy and regulation can help to
mobilise adaptation finance. This includes main-
streaming climate change risk and adaptation
into the region’s long term vision, economic plan-
ning, modelling and forecasting plans and strate-
gies, as well as public policy decisions, and public
procurement. It also involves ensuring that they are
supported by national plans and strategies, as well
as ensuring a supportive environment for innova-
tion and piloting of new approaches, to allow for
learning and experimentation.

The enabling environment is place and context
specific - and depends on the existing structure of
a sector and the wider economy, as well as the roles
of the wider public and private sector so the exact
mix will vary from region to region. Furthermore,
regions will not always have control over some of
these factors and instead will need to work collab-
oratively with national governments to improve the
overall enabling conditions.

However, we have developed a benchmark /
checklist for enabling conditions to help under-
stand what you currently have in place, and what
could be developed further. This is available in the
Pathways2Resilience toolbox.

Public Financial and Investment Management-
PFM refers to the systems, laws and processes for
how the regional government raises funds, allo-
cates resources, spends funds and accounts for
them publicly. Integrating consideration of climate
change risk and adaptation within them is crucial
to align financial flows to climate resilience. This
includes a range of different tools, including climate
budget tagging, climate-resilient fiscal planning,
credit ratings, and others. It also involves making
sure climate risk is included in public investment
decisions.

Further reading:

o CIF(2022) Enablers: The role of enabling envi-
ronment in scaling up climate finance.

e CPI (2024) Assessing enabling framework
conditions for Urban Climate Finance.

o Stenek, V., Amado, J-C., and Greenall D. (2013)
Enabling Environment for Private Sector Adap-
tation
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Appendix 3. Financing Just Resilience

The European Environment Agency (EEA) high-
lights how climate change creates unequal burdens
among individuals, places and generations based
on the combination of the hazards, exposure to
those hazards and their relative vulnerability. These
differential impacts can also arise from historical
injustices and unequal power arrangements. What's
more, differential impacts of climate change can
also arise from the processes and outcomes of
adaptation policies and actions. Addressing these
issues typically take on four forms:

o Distributional - Understanding who is impacted
by climate risks and how, and who is affected
(and how) by adaptation.

e Procedural - involvement of those affected by
climate change, as well as thinking about who is
heard and how in the adaptation finance process

* Intergenerational - considering how risks will
affect future generations (as well as current) and
ensuring adaptation actions

* Recognition - Ensuring there is basic respect,
robust engagement with and fair consideration
of diverse needs, cultures and perspectives rele-
vant to the climate impact/risk or adaptation
measure. Addresses the underlying causes of
distributional and procedural injustices, as it
focuses on issues of what is valued and safe-
guarded.

To contribute to addressing these considerations,
the Investment Cycle has also been embedded
an explicit focus on supporting Just Resilience’ in
the financing of adaptation, in line with the ambi-
tions of the European Climate Adaptation Strat-
egy. Throughout the phases and tasks, there are
activities which enable you to assess the equity
issues associated with the economic impacts of the
Climate Resilience Strategy, and the mobilisation of
resources. The table below (Table 29) illustrates the
relevant activities in each task and the Just Resil-
ience dimensions they address.

Supporting resources:

EEA (2025) Social fairness in preparing for
climate change: how just resilience can bene-
fit communities across Europe - This report
from the EEA defines Just Resilience in concept
and private, takes stock of the current state of
justice in EU national and subnational adap-
tation policy, planning and funding, and four
key systems (Built environment, agriculture and
food, water, and transport) and sets further
priorities for action.

Watkiss et al. (2016) Climate Change Impacts
on the Future Cost of Living - This project
analysed the impacts of climate change on the
cost of living in UK households - through direct
expenditure, indirect costs, international affects,
and non-market costs, and the distributional
effects (i.e. across income deciles). It provides a
useful example of how policies or programmes
can assess the distributional effects of climate
change to inform economic appraisal of policies
or programmes.

Developing Regional Climate Resilience Investment Plans and Project Pipelines | Pathways2Resilience 173


https://www.eea.europa.eu/en/analysis/publications/social-fairness-in-preparing-for-climate-change-how-resilience-can-benefit-communities-across-europe
https://www.eea.europa.eu/en/analysis/publications/social-fairness-in-preparing-for-climate-change-how-resilience-can-benefit-communities-across-europe
https://www.eea.europa.eu/en/analysis/publications/social-fairness-in-preparing-for-climate-change-how-resilience-can-benefit-communities-across-europe
https://www.paulwatkiss.co.uk/documents/FINAL%20Watkiss%20report%2030032016.pdf
https://www.paulwatkiss.co.uk/documents/FINAL%20Watkiss%20report%2030032016.pdf

Appendices

Table 29: Overview of how Just Resilience concepts are included in the Adaptation Investment Cycle.

Just Resilience
Dimensions

o
C
O
5
©
P .
(&)
c
()
oo
L
(]
+
c

Distributional
Procedural
Recognition

Preparing to deliver your Investment Plan - Inclusion of the most
vulnerable to climate change or the impacts of adaptation actions in
the development of the Investment Plan, including in decisions around
which projects and programmes to finance.

©

Consider distributional and equity implications when setting © © ©
the economic rationale (Task 1.1)

Phase 1 Analyse how impacts of extreme weather and future climate
change affect individuals households and places differently ©® @) @)
(Task 1.2)

Consider the equity-related implications of different financ-
ing approaches - e.g., the ethical credibility of different ©® @) (@)
P  sources (Task 2.2)

Analyse which groups are currently receiving different o) o) ©
sources and instruments of adaptation finance

Consideration of Just Resilience in the longlisting of adapta-
Phase 3 tion options to prioritise actions which address risks to the @) (@) ®
most vulnerable (Task 3.1)

Consider the net benefits of adaptation alongside the distri-
bution of these benefits - for example impacts on poor and ©®

vulnerable households and individuals (Task 4.2)
PhaSE4 . . . . . . . .
The ethical and distributional implications of financing adap-

tation actions such as the distribution of costs across the @)
population (Task 4.3)

Consideration of the most vulnerable groups affected in the
design of the business models

Establishing metrics to help monitor which investments and

flows which support Just Resilience (Task 6.1).
Phase 6 . _
Evaluation of the focus on the most vulnerable in plan devel-

opment and appraisal (Task 6.3)
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Appendix 4. Financing transformative adaptation

Pathways2Resilience and the EU Mission on
Adaptation to Climate Change aim to develop and
finance transformative adaptation strategies and
solutions as key enablers to meet the Mission goals.

Typically, a Climate Resilience Strategy and its
pathways and actions will involve a wide range of
adaptation actions (e.g. dedicated adaptation solu-
tions and capacity building), spanning market and
non-market sectors. Some of the actions will be
incremental whilst others will be aimed at trans-
formative change.

In general terms, there are a range of adaptation
and finance-related considerations that affect the
difficulty of financing an adaptation project. The
diagramin Figure 18 from the UNEP adaptation gap
report below outlines the key considerations that

make projects, programmes and strategies more or
less difficult to finance, based on the literature. Ease
of financing is shown in the middle. Options that
are on the left of the diagram are typically easier
to finance, whilst those towards the right are more
challenging. For adaptation (shown at the top),
considerations include the timing, nature and intent
of adaptation as well as type of options. To comple-
ment this, financing characteristics are shown at
the bottom of the diagram, often framed around
barriers, as well as wider bankability challenges.

Similarly, projects which have low numbers of
monetisable benefits, limited revenue streams in
non-market sectors and with the nature of public
goods are more challenging to finance.

Figure 35: Adaptation financing potential of projects.
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Source: UNEP 2024.

The purpose of the diagram above is not to discourage a focus on adaptation, but highlight the challenges
involved in its financing. Whilst financing transformative adaptation is more challenging, and suggests a
greater role for public institutions, it should not be excluded from the scope of your ambitions. The process
for developing a Climate Resilience Investment Plan has been designed to encourage the financing of a
region’s strategy and pathways in their entirety, whilst recognising that regions will be starting from different

levels of maturity and capability.
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