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Introduction to risk and impact
management

Learners should be able tainderstand why sustainable land use
investments are needed, what issues should be considered, and
how to generate impact

Responding to key
environmental and social risks

Learners should be able to understand the business case for
risk management and how to develop a risk management and
monitoring framework in screening and posinvestment phases

Demonstrating positive impacts and
leveraging monitoring capabilities

Learners should be able to understand positive impacts that can
be generated in this space and which tools and capacities can
help with identifying, assessing and monitoring them
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Demonstrating positive impacts and
leveraging monitoring capabilities

1. An introduction to impact investing and impact strategies
2. Setting positive impact indicators
3. Creating appropriate monitoring systems

4. Reporting for impact



Demonstrating positive impacts and
leveraging monitoring capabilities

1. An introduction to impact investing and impact strategies



After defining impact objectives, funds should focus on setting up a risk and impact management framework:

Risk and Impact Management Framework

Impact
Monitoring

‘ETarget setting
‘EMonitoring
technologies
‘Elmpact
indicators
‘EPerformance-

based
engagement

Impact
Reporting

‘EDisclosing on

progress

‘EAnnual reports
‘EContinuous

improvement



GIIN

GLOBAL IMPACT INVESTING NETWORK

- GIIN defines the core characteristics of

- impact investing as:

: 1. Intentional contribution to positive
social and environmental impact
alongside a financial return

2. Use of evidence and impact data

Strategic

Intent

Define strategic

impact abjective(s),

consistent with
the investment
strategy.

Manage strateqic
impact on a
portfolio basis.

in investment design .
3. Management of impact :
performance
4. Contribution to impact investment
growth

| FCos Operating Pr
Management establishes nine features of
effective impact management

w

Operating Principles for

*v Impact Management

Origination & Portfolio
Structuring Management
Establish the 6. Monitor the
Manager's progress of each
contribution to the investment
achievement of in achieving
impact. impact against
Ascess the expectations

and respond

expected appropriately.

impact of each
investment, based
on a systematic
approach.

Assess, address, monitor, and manage potential
negative impacts of each investment.

lirdependent Verification

Conduct exits
considering the
effect on sustained
impact.

Review, document,
and improve
decisions and
processes based on
the achievernent of
impact and lessons
learned.

Publicly disclose alignment with the Principles and provide regular independent verification of the

alignment.

Source:OPIM 2023


https://www.impactprinciples.org/9-principles

An impact strategy, generally framed as

1

Set your impact
objectives

To set overall impact
objectives, consider
using the
of this
training programme

2
Define the
stakeholders
affected by your
iInvestments

Consider parties that you
seek to through
your impact strategy,
whose behaviour you
wish to , or who

will be broadly
by your investments

, helps clarify impact priorities and objectives, as well as setting
a concrete plan to reach them. Below is an indication of how to frame your thinking around setting an impact strategy:

3

Understand your
entry point / key
actions

Examples include
providing investment,
technical assistance, a
product or service, or a
combination

Adapted fromIRIS+

4

Be aware of risks
and limitations

Consider
to
achieving your theory of
change and pre-
emptively work to
address the risks that
can result from them

5

Reflect on
expected
measurable
outputs

Understand your
for monitoring
outputs and set


https://iris.thegiin.org/theory-of-change-checklist/

Example of a theory of change: &Green

- : - ... that empower
&Green works across tropical ... support agri-commodity s
communities, protect forests

forest landscapes to... businesses ... 5 - .
and optimize production ...

... to drive transformational
change of global supply chains

Inputs Outputs Outcomes Vision
* Tailor investment to business needs * Access to market
+ Develop landscape protection plan * Decent work Tropical agriCUIture
« Align with sustainability standards + Community participation commodity production
« Catalyse co-financing * Forest protection
and socially inclusive

- Mitigate credit, environmental & + Climate benefits

social risk + Climate resilience

* Tailor investment to needs

+ Scalable, replicable blueprints
* High productivity

* Access to capital

Source:&Green 2023



https://www.andgreen.fund/

Analyse supply chain Engage buyers, retailers and

- . infrastructure consumer goods companies
Create financial incentives - . .
Create traceability mechanisms Collaborate with supply
Provide trading assistance chain initiatives

¥ ¥ ¥

Buyers, retailers and consumers
goods companies committed to
adopting responsible supply chains

Producers incentivised for Better connectivity between
responsible production supply and demand

Increased supply Improved trade flows

¥

Increased trading of responsible commodities

Source:RCF 2023


https://sim.finance/wp-content/uploads/2023/05/RCF-ANNUAL-REPORT-May-2023.pdf

Demonstrating positive impacts and

leveraging monitoring capabilities

2. Setting positive impact indicators



Strategic

Intent

1. Define strategic 3.
impact objective(s),
consistent with
the investment
strategy.

2. Manage strategic 4.
impact on a
portfolio basis.

Origination &
Structuring

Establish the
Manager’s
contribution to the
achievermment of
impact.

Assess the
expected

impact of each
investrment, based
on a systematic
approach.

Portfolio
Management

Monitor the
progress of each
investment

in achieving
impact against
expectations
and respond
appropriately.

5. Assess, address, monitor, and manage potential
negative impacts of each investment.

Independent Verification

Conduct exits
considering the
effect on sustained
impact.

Review, document,
and improve
decisions and
processes based on
the achievement of
impact and lessons
learned.

9.  Publicly disclose alignment with the Principles and provide regular independent verification of the

alignment.

Source:OPIM 2023

Operating Principles for

*v Impact Management

According to Principle 3, the
Manager shall seek to
establish and document a
credible narrativeon its
contribution to the
achievement of impact for
each investment


https://www.impactprinciples.org/9-principles

Land Use Impact Indicators

Positive Impact Indicator Directory
(2022, updated 2023)

Standardisation of impact indicators allows investors to  consistently assess UN@& te¢
performance and targets over time and benchmark their performance programme | Impact Hub

against peers. When selecting impact indicators, investors use a series of
factors to inform their decision:

Innovative Finance for the Amazon,

n=308 Cerrado and Chaco (2022)
systems, indices, or analytics tools IMPACT
ousecicinpctages | ELNES
e v togeoragcnoss N '
Theory of Change or logic model
Qur investors’ requirements _ % IRIS+/GIIN Agriculture Impact
Performance Benchmark (2023)
Regulatory and/or tax requirements _ 24% o r—
Financial Inclusion & Agriculture
Our end stakeholders’ needs _ 22% @@

We do not use any of these factors to I 2%
select impact metrics

Source:GIIN Survey 2023



https://thegiin.org/assets/documents/pub/2023-GIINsight/2023%20GIINsight%20%E2%80%93%20Impact%20Measurement%20and%20Management%20Practice.pdf

Born out of an understanding that standardization would help scale up
investments in sustainable land use, the directory consists of a harmonized
shortlist of key performance indicators across five impact areas.

Access our Positive Impact
Indicators Directory

The Directory has been designed to help harmonise monitoring and
reporting across a range of environmental and social impact areas:
biodiversity conservation, climate adaptation, climate mitigation, forest
protection, and sustainable livelihoods

Get Started

il

Climate Action

&

Livelihoods

D

Biodiversity

4

Sustainable

Production M

Forests



Different indicators can support specific SDGs and help investors track their impact. For instance, indicator LGO01(]

Number of households reporting increased incomes connected to several SDGs and requires the fund to be able to
internally or externally conduct on -the-ground verification

GOOD HEALTH QUALITY GENDER
AND WELL-BEING EDUCATION EQUALITY

DECENT WORK AND
ECONOMIC GROWTH

INDUSTRY, HOVATION 1 REDUGED
ANDIKFRASTRUCTURE INEQUALITIES

11 hiwcowares’ [l 12 covsmpron

ANDPRODUCTION
naES

13 oo

16 PEACE, JUSTICE 17 PARTNERSHIPS

AND STRONG FOR THEGOALS :
INSTITUTIONS @

SuSTAINABLE
¥ | ¥ Bk

« (apacity to access and use accurate spatial data

» Capacity to develop project specific criteria

« (apacity to conduct on the ground verification

Access
the
Directory
here!




&

Livelihoods

Impact Area Code Indicator
LG 01 Number of households reporting increased income
LG 02 Number of people benefitting from increased access to essential services
Livelihoods :
LG 03 Number of jobs created
LG 04 Fund transaction meets one or more of the 2X Challenge criteria for gender lens investing

In land use investments, devising an impact
strategy that

socioeconomic empowerment while also leading
to better outcomes in conservation, sustainable
management, and restoration.

For instance, a study shows that supporting

women?oos

participation in
Is associated with a 28% greater probability of
forest regeneration (UNDP 2016).

landscape
resilience

promotes

The Landscape Resilience Fund’s

Environmental,
Social and

Governance (ESG)
Guidelines

Date: April 2022
Name: AGRI3 Impact and E&S policy statement
Status: Version 1.0

Approved by: AGRI3 Fund Management Board

AGRI3 Impact and E&S Policy Statement



https://www.undp.org/sites/g/files/zskgke326/files/publications/UNDP%20Gender%20and%20REDD+Policy%20Brief%206-WEB.pdf
https://landscaperesiliencefund.org/wp-content/uploads/2023/10/LRF_ESG-Guidelines-for-SMEs-1.pdf
https://agri3.com/policies/

4

Impact Area focus: Sustainable Production S

Production

Impact Area Code Indicator

Example of fund including this impact area
- Transitioning to land use practices that can promote

sustainable development while meeting presentand
- future food demand is key to meet climate and nature :

targets v without creating leakage issues. *
- For instance, this could be done by increasing share *
- of agricultural area covered by agroforestry systems Jegra

- or silvopasture, or subject to techniques such as crop
rotation, intercropping, and use of organic | m paCt L
: fertilisation. : —



https://www.mirova.com/sites/default/files/2023-07/Impact-Report-LDN-2022-EN-web.pdf

Impact Area Code Indicator
CMA 01 GHG sequestered through restoration of native vegetation
CMA 02 GHG emissions avoided due to non-conversion of natural habitat

_ . CMA 03 GHG emission reduction and sequestration from changes to on farm practices

Climate Action » : : —
CMA 04 Number of people whose resilience has been improved as a result of project activities
CMA 05 Volume of water storage capacity
CMA 06 Number of different crop varieties, and animal breeds, Species Cultivated

A

of your project is

important to demonstrate impact in this area.

For instance, an investor focusing on climate
adaptation might collect data on the number of
people whose resilience has been improved as a
result of project activities to be able to evaluate
performance and communi

fundos

C al

&GREEN'S

ANNUAL REPORT

20772

Climate Action


https://annual-report.andgreen.fund/year/2022/

Impact Area Code Indicator

BIO 01 | Area of Critical Habitat under management for protection

BIO 02 | Area of on-site Natural Habitat under management for protection

BIO 03 | Area of avoided conversion of natural ecosystems

Biodiversity
BIO 04 | Area under management for ecological restoration

BIO 05 | Species Threat Abatement and Recovery (STAR) value of land under management for protection

BIO 06 | Species Threat Abatement and Recovery (STAR) value of land under management for restoration

Investors are increasingly interested in funding activities
that protect and enhance biodiversity.
to address biodiversity loss are
can also mitigate the effects of climate change.

For example, monitoring the area of avoided conversion of
natural ecosystems allows the investor to track the positive
impact of their project and provides a measurable
biodiversity -related indicator

eco«)

business

Fund

2
Report 2022

conserving B|od|ver5|ty

@

Biodiversity


https://www.ecobusiness.fund/fileadmin/user_upload/Publications/english/EBF_Impact_Report_2022_ENG_final_web.pdf

it

Forests

Impact Area Code Indicator
FOR 01 Area of natural forest under protection
Forests FOR 02 Area under management for forest restoration
FOR 03 Forest under sustainable forest management

Forests are central to several SDGs, and crucial to reach
climate and biodiversity targets. Among other things,
- forests are key to combat climate change, purify air and
- water, prevent natural disasters, and are home to a wealth
: of biodiversity

5 Thus, impact funds might choose to focus on the

- protection, sustainable management, and/or restoration of

. forests. In each case, being aware of the area of forest
being managed is essential to determine impact of

investments

Example of fund including this impact area

%Arbaro Fund

Annual Sustainability Report ‘ 2022 ‘



https://www.arbaro-advisors.com/fileadmin/user_upload/Publications_Arbaro_fund_I/Arbaro_Sustainability_Report_2022_2023-08-29.pdf

aspects are cross-cutting (indicators in

bold):
Impact Area Code Indicator
LG 01 Number of households reporting increased income
LG 02 Number of people benefitting from increased
access to essential services
Livelihoods
LG 03 Number of jobs created
LG 04 Fund transaction meets one or more of the 2X
Challenge criteria for gender lens investing
PRO 01 Increase in yield on existing production area
PRO 02 Agricultural area covered by sustainable production
techniques
PRO 03 Number of people benefitting from increased
Sustainable access to substantive value chain infrastructure
Production PRO 04 Number of people applying best management
practices in sustainable agriculture and/or forest
protection.
PRO 05 Soil organic carbon and healthy soil
PRO 06 Pesticide use on farm

Impact Area | Code Indicator
CMA 01 GHG sequestered through restoration of native vegetation
CMA 02 GHG emissions avoided due to non-conversion of natural
habitat
CMA 03 GHG emission reduction and sequestration from changes to
Climate on farm practices
Action CMA 04 | Number of people whose resilience has been improved as a
result of project activities
CMA 05 Volume of water storage capacity
CMA 06 Number of different crop varieties, and animal breeds,
Species Cultivated
BIO 01 Area of Critical Habitat under management for protection
Area of on-site Natural Habitat under management for
BIO 02 protection
BIO 03 Area of avoided conversion of natural ecosystems
Biodiversity BIO 04 Area under management for ecological restoration
Species Threat Abatement and Recovery (STAR) value of
BIO 05 land under management for protection.
Species Threat Abatement and Recovery (STAR) value of
BIO 06 land under management for restoration.
FOR 01 Area of natural forest under protection
Forests FOR 02 Area under management for forest restoration
FOR 03 Forest under sustainable forest management




(indicators in bold):

aspects are cross -cutting

Impact Area Code Indicator
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CMA 01 GHG sequestered through restoration of native vegetation
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Poll | Have you heard of the Positive Impact Indicators
Directory, and do you consider it a useful resource to
scale up private finance in sustainable land use?



