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Unlocking Investments in Gender and Youth -
inclusive early growth stage Adaptation SMEs
in Kenya and Uganda

ADAPTATION FUND
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Target Countries:

KEY PROJECT
INFORMATION

AF Thematic Focal Area: Innovative Adaptation Financing
Value of Funding: 5 Mio. USD
Implementing Entity: UNIDO

Executing Entities:
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CREATING SHARED ADVANCING STRENGHTENING  SAFEG UARDING THE
PRO SPERITY ECONOMIC KNO WLEDG E & ENVIRO NMENT

C O MPETITIVENESS INSTITUTIO NS

Il

UNIDO at glance

Technical Cooperation - Analytical, Research and Policy Advisory Services-

Convening Function, Partnershipsand Networks- Normative Role (Standard - Setting and
Compliance)

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT @ @ @ @ @ WWW.UNIDO.ORG n



GEERN 2\ L

UNIDO UNITED NATIONS ~ 'ﬁ SUSTAINABLE DEVELOPMENT GOAL 9

N\ INDUSTRIAL DEVELOPMENT ORGANIZATION . o8 | 'NDUSTRY, INNOVATION AND INFRASTRUCTURE
=< L]\ 2

UNIDO'sengagementin Kenya isoutlined in the self - starter PCP S year framework, that
aimsto to accelerate inclusve sustainable industrial developmentin Kenya

Aligned to key national policy/strategy  Vision 2030, MTP Il & draft MTP IV
supported by the self-starter PCP Nationa | Ind ustria lization Policy
Kenya National Trade Policy
Kenya Investment Policy Micro & Smalll Enterprises (MSE) Policy

UNIDO in Kenyq: Self- Agricultural Sector G rowth Transformation Strategy (ASG TS)
Fast- racksimplementation of the Kenya Industrial Transformation Plan (KITP)
starter Programme for

COUIT'TY PCII""nel’Ship (PCP) Key stakeholders 'National G ove mme nt -Ministeries Departmentand Agencies

COG & County Governments
Private Sector

Development Partners
Academia and Research

Priority areas '+ Industrial policy and govermnance  Agro - processing
« ICTand Digitalization Trade and Investment Promotion
« Industrial Zones Green industry
» Blue economy Youthand women
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1. Sustainable conversion of waste into clean
energy to reduce G HG emissions

2. EU-EAC MARKUP (Market AccessUpgrade
Programme)

3. Generating energy capacity from
geothermal powergeneration and itsrelated
technologiesforsustainable development

UNIDO Portfolio in Kenya

4. Supporting the establishment of Integra ted
Agro-industrial Parksin Kenya

5. Supporting businessfriendly and inclusive
nationaland regional policies and
strengthening productive capabilitiesand
value chains

6. Enhancing businessacceleration through
public private partnership approach

To promote the use of Waste to Energy (WTE) technologies Thisarea was
selected due to theirrapid scaling up and greenhouse gas(GHG) emissions
reduction potential

To contribute to the economic development of the Kenya by increasing

the value of both extra and intra-regionalagric ultural exportsin selected
horticulture sub sectors(snow peasand peas mangoes passion fruit,

_chilies herbsand spices nuts).

To promote geothermal powergeneration and itsrelated technologiesin
African countries

To supportthe government of Kenya in the conceptualization and design
phase in the establishment prioritized 1AIPsand related Rural Tra nsformation
Centres(RTC 9.

To provide technicalassistance and supportto selected countries and their
pertaining investment promotion agencies(IPAs) so asto improve
investment promotion strategiesand spearhead businessfriendly inclusve
and regional policies

To systematize partnershipswith and among the E4lmpact programme
partners to achieve synergiesand scale aswellasto contribute to
accelerating the growth of Kenyan Smalland Medium Enterprises (SMEs).
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0 10-20% of totalinvestment
budget

0 Value added service

[ Need -based

[ Customized and whole sale
delivery

0 Co-fnanced with nvesteesd
partners.

0 Nonrepayabk funding/ support

0 Pre & Post nvesmentsupport

De - risking

High Impact
Solutions

TA & BDS
Qupport

[ Concessional patientc
I Commercial via bilty for
Sistainable impact
0 Earl and Growth Stage

apital

fnancng

0 Localcurrency fnancing

[ Bended nvesment-retumable for capital & non repayable

funding/support for TA&
[ Adaptive and flexible n

Investment
Brokerage

BDS.
vestment criteria and tenure.

0 Linkage to follow on investors.
0 hvestmentreadinesssupport
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KENYA
CLIMATE
VENTURES
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o KCVisnotset-up asa purely commercial venture/
PE fund, butan impactinvestment fund with
financial sustainability and impactma ximization as

key objectives.

o De -risking climate smarteary growth stage
enterprises o gain market traction,
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o Fietety ping and Feef of
Cercept
+ Fregsten bevelepnent

+ Ealk Stage Finanting

+ Teehnical Assitant ¢

o buethXage fnancing
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KCV’s Niche in the Market
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OVERALL PORTFO LIO IRR - 10.29% KES, MoM - 1.3x, Repayment Collections Rate - 75% " ’ INDUSTRY, INNOVATION AND INFRASTRUCTURE
C/T\ S
18 INVESTMENTS
Actual range of deal size USS 50K - 152K
04 successful exits 04 INVESTMENTS
. Good Famland Management Limited (Sstema Bio Kenya) e I Average deal sze US$ 400K - 600K
achieved 13.3% against 8% contracted IRR 9 I 01successful refinancing; 4years- USS 402,000
. Rafode Limited (1* Facilty) achieved 10% against 8% debtto Brotic EF

contracted RR.
. Brotic EPZLimited (1% Facility) achieved 11% againgt 8%

contracted RR EARLY STAGE | GROWIH STAGE

. Acacia Innovationslimited, achieved MoM of 1.2% INVESTEMENT INEVESTMENT
02 successful refinancing; 5Syears- USS 150,000 debtto

Rafode Limited and US$ 124,000 equity to Acacia
hnovationsLimited.

3-7YEARS

Business & Impact Performance

US$ 2,52 everaged USD $5.9 _ _ US$ 1,61 Leveraged USD $2.66
Million Million worth follow on Convertible Debt, Straight Debt Million willae ot beenn

commercial capital -
debt only .

invested

invested

2 investmentsin 19 local enterprises; agro - processorsserving localand export

market; waste to energy; solar forcommercial and industrial use; ene gy efficie nt
cooking, financial services commercial forestry and congvation, biofertilizer $
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(3 dyears Tget,
- 67,500 households access
markets clean & affordable

M

Achieved - Year2.5
- 43,600 households access

markets, ckan &

O 4years higet
M,’ o 72MW ofclean off
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Achieved - Year 2.5,
o 6.2MWofckan off

Business & Impact Perfformance

cooking and ligjting gfforqabh c_ookmg fng grid solar energy grid solar energy
sohtions mjiing sl Tons . nstalled nstalled
- TTMSMEs accessbusiness - 8 MSME's.accessbumess o 484,000 onsofCo2 o 320,400 ns 0fCo2
opp ortunities opp'om{nn'es_ emssonsreduced emissonsreduced
" AR YR o Estimated 3 million
eneigy efficient hriqueties tones of agrculural
waste recycled
Customers/ households benefiting Environmental
dyears Target, Achieved - Year 2:5; Thiget Achieved - Year 25,
o 18local enterprises o US$ 3 million o US§ 9.1 million worth

businessessupported
o Min. 20% youth owned
husinesses supported.

o Est 16,000 direci & indirect

decenljobscrealed &
sustained

Jobs & Gender

o 40 local enlerprises invested
o Min. 30% women owned/ led

nvested; 21 nvesiments
made.

o 47% women owned
busnesses 42% women led

husinesses supported

o 20% youth owned
husinesses supporied.

o Est 11,520 direci & indirect

decenijobscreated &
sustaned

on commercial
capital

Leverage

worth of folow -

of folow -on
financing; 62% is
commercial capital
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Founded in 2001, adelphiis an independent think - and -do
tank for climate, environment and development

« We are some 280 strategists, thought leaders and practitioners
from 27 different nationalities working at the local and global
levels to find solutions to the most urgent political, economic and
social challenges of our fime.

« Since 2001, we have successfully completed more than 1,000
projects worldwide for more than 100 international clients and

partner organizations.
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adelphi‘s Themes

© RESOURCES ~ ECONOMY
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adelphiisworking globally for clientsfrom pubfic and private

sector, intemational organizationsand civil society.

Bundesministerium

fiir Wirtschaft
d Energi
e H @ fiir Umwelz, Naturschutz
und nukleare Sicherheit 4

@‘af giz adelphi’s Partners

#

Bundesministerium

wirlschaftliche Zusammenarbeit

und Entwicklung mﬂ
Eripomened e,
Eu
N/ i'\;/ i

Reslert notions.
Bark aus Verantwortung

AFD

LOHCE FINCAL:
nr SEVE IPEMENT

THE WORLD BANK ADB KF\V

IBRD+ IDA Bark aus teantaurlung
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adelphiisconducting projectson 6 continentsin 107 nations

,.
¥

EUROPE

* WY T ASIA e o ege
NORTH AMERICA | ) - : R Cldelphl s Global Activities
activein 9 nations T SRS R

AFRICA

activein 21nations | AUSTRALIA AND GZEANIA }
active in 2 nations
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- Business DevelomentSenie
(BDS)providersfo defver
targeted supportservices o
cnnchsiv enerorses

+ Strenghten local B0S
- nefworksand nfg-
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I e
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16 1 ivestment-eadngss

v Provide fancia and non-
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', e knowdge and goad practie

Mol ervepeneusonidesion

~+ More than 15 years of experience in the fiekd

of green and inclugve entrepreneurship with a
focuson Sub-Sahara Africa.

Make green and inclusive enterprises thrive
and maximize their impact potential for 2
Green  Economy ftrangtion and  the
achievement of the Sustainable Development
Goals(SDGs).

Holistc methodology targeting both, green
enterprises across economic sectors and key
ecogystem stakeholders,

2\
~3 'ﬁ SUSTAINABLE DEVELOPMENT GOAL 9
"l‘ INDUSTRY, INNOVATION AND INFRASTRUCTURE

Adelphi‘s Green

Entrepreneurship Programming
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THE PROJECT: THEORY OF CHANGE,
WORK PACKAGES AND ACTIVITIES
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SMEs Role and Challenges

1. Small and Medium-Sized Enterprises (SMEs) are the backbone of the economy:

0 In Kenya approximately 80% of the private sector are SMEsand were expected to provide
about 35% of the country’sGDP

0InUganda the SME accountsforapproximately 90% of the private sector, 80% of manufactured
outputand constitutesnearly 25% of the GDP

2. SMEsin Kenya and Uganda accessinadequate and inappropriate financing:

0 SMEs are largely underserved by financial institutions, instead relying heavily on private funds,
grantsand donations

0 Available SME financing tendsto be dominated by smaller ticket sizes, shorter repayment
periodsand a lack of diversity of financing models tailored to SME needs

0 “Missng Middle” finance gap asthe main bartierto grow and scale

[ Excerbated forwomen- and youth-led enterprises mainly operating in the informal sector (>
60%) and nothaving accessto collateral.

0 Adaptation SMEs are higherrisk, do not attract conventional lenders/ investors attention, a
combination of environmental risks businessrisks and weak capacity challenge their
establishmentand growth.

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Adaptation SMEs?

1Adapta|ion SMEs are enterprisesproviding technologies productsor services
that;

e W + Strengthen the user ability to understand and respond to climate risksand
' ~7 i related impacts

= 7= NS e.g. weatherand climate analytics Hydrological forecasting, climate
s " B information services value chain based insurance services

P | * Contribute to preventing orreduce climate risk and or the adverse impactson
asets economic activities people ornature

. e.g.water-efficient systems_ irigation systems water storage and
0 harvesting, drought tolerant cropsvalue chains livestock offtake supply chaing
o agricultural systemsand value chainsproviding altemative livelihoods

. * Provide market - based solutionscontributing to climate reslience.

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT @ @ @ @ @ WWW.UNE0.0RG
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IT and DATA
Early warning and BIODIVERSITY &

environmental assessment

Adaptation SME Prevalence

_ ECOSYSTEMS
* Remote sensing .
Climate-smart energy s} + Hazard mapping Manne,.flshery & coastal zone
energy efficiency + Improved weather protection and management
+ Small hydro . forecasting + Seaweed farming

* Decentralised solar grids
* Eco briquettes and pallettes

* Geo-synthetics
* Anti-forest fire systems

Focus Sectors HEALTH

Human health

Climate-smart agriculture &
forestry

+ Organic fertilisers
* Protected cultivation
* Drought-resistant crops

* Smart sanitation systems
+ Anti-malaria measures
+ E-Health

INFRASTRUCTURE
WATER : :
Climate-smart infrastructure
Water protection and and urban planning

* Decentralised power grids

* Hydropegjc systems * Heat/cold resistant

+ Water storage™

. pavement
ha_rvgs?mg. * Motion-dampening
* Drip irrigation systems systems

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT @ @ @ @ @ WWW.UNKS0.0RG
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Large-scale deploymentof technologies, products and servicesby Adaptation SMEs to
increase the resilience and adaptive capacity oflocal vulnerable groups and markets Impact
in Kenya & Uganda

Women and youth-led early-

imat S L Outcomes
Theory Of ChCInge adaptaton invfaos?;:arftms]caa;iang growth - ~ scale provide investmentopportunities
climate aciion dialo'gue. and replica te theirbusnesses foradaptation MSMEs

Componentlil:
Build capacity of financing Activities
Institutionsto integra te cmate
adaptation conaderationsinto
their investment portfolios &
operations.

Componentl:

Regional coordination platform to
connectadaptation SMEs with
policy makersand financiers to

promote cross —leaming and joint

action.

Componentll:

Provide adaptation SMEs with
busness growth supportand
catalytic financing to investand
expand therr operations

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT @ @ @ @ @ WWW.UNIBD.0RG
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PROJECT COMPONENTS
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000
) Digital Platform Adaptation Adaptation Action Knowledge
RC P Pillars for Practitioners Action Events  Finance Symposia Products
and Ecosystem Core Function
Actors

H H T Accessbooster fi
1 ° Re g I O n q I / N q tl O n q I 0 blec tve Knowtedge hub for Acfcac:;‘asﬁo(;rosﬁfrfsgg Cgﬁg{;{;néw Analyses meghts foln
° ° adaptation networks finance platform for and policy AO
Coordlnq'l'lon qu‘l'form entreprene urship and markets financiers pofcy ~ fecommendations

i makersand
Create a regional kn_owledge e ool Adapiation SMEs Components
platiorm on adaptatlon commercially - :
entrepreneurship to connect viable adaptation o 2 fmnfalhlgh- + Adaptation Market
i olutions * Mult- evel eventon Analysis& Business
acmrs'n_the f"? idsof siakeholder adaptation Model Taxonomy
adaptation, clmate -smart + Knowledge dialogue finance
: . + Adaptation SME
finance and entrepreneurship, product © STlnetwokng . panel Sc:ppmz 'Sot:dy
promote knowledge rep ostory and peer- discusions
managementand cross learning events intaractve « Action Plan
learning. breakoutsand Flagship Report
adaptation SME
exhibitions * Annuallmpact
Assesment
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RCP’s
Governance exchange Adaptation Action Steering
Structure CommitteeKenya

design

 Strategic
framework,
including:

® Financingmechanism &
selection criteria

® Im pact assessm ent

® Inclusion and participation of
vulnerable groups

® Outreach & visihilit

guidance Adaptation Fund project

I implementation

cl
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The project supports 30+ gender and youth-inclusive early-growth stage
adaptation Small and Medium-sized Enterprises to access tailored business

support, de - riking blended financing instruments & performance-based
payments

2. Catalytic

O bjective
(]

Adaptation

Finance Facility
Qupport to submit Finance focused capacity building support
comprehensive and to increa se bankability / investor-readiness Post-investment supportforthe SMEsto
consistentapplications competitiveness absorb the investment

0o

Pre-Application Workshops

):E; Catalyser Programme

Finance

DD i
Facility Flow

»> Blended financing - °
Funding Facility =

Workshop with Financial Institutions
{Fls)and experts to refine blended
finance instruments

Acceleration / Post Investment Growth
Programme

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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Proposed Impactful combinaton ofblended finance with performance-based and incentive mechanisms

Deep-dive iInto
the Adaptation

Finance Facilty:

Overview of
instument
op tions and
grant amounts

or

Blended Financing Mechanisms

Value ofCatalytic Grant, per SME

Option 1:

Partial Repayment Scheme

25-33 % ofloan ticket size*
18.750 - 24 750 USD

Option 2: Guarantee Scheme

35% portfolio or individ guarantee

Option 3: Origination costsincentives

Average appraisal subsidy
20.000 USD

Performance-based & Incentive Mechanisms

Value ofCatalytic Grant, per SME

Option a: Grant forcollateralvaluation 3.000 - 5000 USD
Dot b-Cash Fl G C 20% of Partial Repayment Scheme
ption b- Cash Flow Gap Cover 3750 - 4950 USD
Option c: Due Diigence & Loan Prep. G rant 5.000,00 USD
i Up to 15% of loan ticket size*
Option d: Performance-based payments

11.250 USD

*Assum ption: Average ticket size: 75.000 USD.

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT
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3. Adaptation Finance
Academy  Build capacity of local Fls _ banks and other lenders in

assessing climate risks, co-plan with clients on mitigation, and
reduce potential business losses posed by climate risks in their
lending portfolios

* Prototype new and innovative adaptation SME finance
instrumentsin a co-creative manner with the financial sector,

« Capacitate financial institutionsto develop Climate Strategies,

outlining strategic pillarsfor climate action and action fieldsfor
operationalisation

INCLUSIVE AND SUSTAINABLE INDUSTRIAL DEVELOPMENT @ @ @ @ @ WWW.UNIDO.ORG
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« April- May 2023: Ongoing Stakeholder Consultations &
Finalizihg Proposaldevelopment

« June 2023: UNIDO-internal review of full proposaldocument

« July 2023: Submission of full proposal to the Adaptation Fund
Board

« August - December 2023: Adaptation Fund Review of Full

Proposal & possible Approval

ADAPTATION FUND
« 2nd/3 Quarter 2024: Project Inception Phase (post Proposal

Approval by the AF Board);

» Stakeholder Engagement Workshop towardsthe
foundation of the Regional Coordination Platform &
Adaptation Action Steering Committee

« Official Launch Event
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