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Funding Climate Action: Pathways for Philanthropy

Executive Summary

Climate change represents a critical challenge to humanity.

While there are still some that contest this fact, most of the world accepts that we must act now to reduce the
worst impacts of climate change on society.

While climate-focused philanthropy has increased significantly in recent years, it is still insufficient relative to the
size and urgency of the challenge. Less than two percent of global philanthropy is focused on climate-related giving.?
In a recent survey, 85 percent of all U.S. foundation funders
stated that climate change was a top three issue, but only
about a third reported they were “open to considering funding “It is not that climate is more
efforts” to address climate change.? important than everything else,
it's that it is inextricably connected
to everything else; if we fail on
climate, we fail on everything.”

The goal of this report is to inspire more philanthropists to act.
The report provides tools, case studies, and encouragement to

help existing and potential climate philanthropists overcome
barriers to action. - LARRY KRAMER, HEWLETT FOUNDATION

The report begins by reviewing the full scope of tools available to
climate funders, including donations, investments, grantee engagement, and external advocacy. We then offer
a taxonomy of climate funders that is based, among other things, on how these tools can be used. The report
describes five different climate funder archetypes that are complemented by profiles of actual philanthropic
organizations and leaders. These case studies are designed to illustrate different pathways that funders can
consider in their own climate journey. The five archetypes include:

Climate Explorer

Climate Lens Applier

Climate Philanthropy Leader

Investment-Led Philanthropist

Climate Action Integrator

OIS

"Funding Trends 2022 | ClimateWorks Foundation
2Report: Much Alarm, Less Action | Center for Effective Philanthropy

Page 2 ASPEN INSTITUTE ENERGY AND ENVIRONMENT


https://www.climateworks.org/report/funding-trends-2022/
https://cep.org/wp-content/uploads/2022/07/CEP_Much_Alarm_Less_Action.pdf
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Interspersed throughout the report are profiles of organizations and
networks that provide helpful resources to climate philanthropists. An
appendix compiles these and other resources.

“You have to decide
if you are more afraid
of analysis paralysis

The report concludes by offering guiding principles for climate philanthropy

that we believe are relevant to emerging and experienced climate or p(?tentially
philanthropists alike. These include: wasting money.
Err on the side of
® There is a right time to act: Now moving money

sooner and
learning from your
* You are not alone; there are many resources out there experiences.”

* There is not a "right level” of engagement

- CHRIS KOHLHARDT,

e Collaborate to increase impact KOHLHARDT FUND

e Consider how your climate strategy impacts social equity -
and vice versa

e Think about climate across your (financial) life

Climate change is a global challenge that requires
engagement from our global community.

Every little bit can help - especially if it leads to the systemic change that
is ultimately required. So as the first guiding principle urges — start acting,
now. The planet needs all hands on deck - including yours.

To read the full report, please visit this link.
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Disclosures

Recoverable Grants are made to nonprofit public charities and must comply with all IRS guidelines,
including but not limited to ensuring that no Prohibited Benefits are conferred to any Disqualified
Persons or supporting organizations, Private Non-Operating foundations, or for direct or grassroots
lobbying purposes.

Recoverable Grants are made with no guarantee of recovery of funds or guarantee of impact results.
Recovery of funds is not legally required and is performed on a best-efforts basis as determined by
each nonprofit in accordance with the terms outlined in the Letter of Intent (LOI).

Note on Recoverable Grants: Recoverable grants are a form of charitable giving. Donors should be
prepared that funds may not be recovered and are a permanent and irrevocable gift to the nonprofit.

Although the statements of fact and data in this report have been obtained from, and are based
upon, sources that the firm believes to be reliable, we do not guarantee their accuracy, and any such
information may be incomplete or condensed.

This report is for informational purposes only and is not intended as an offer or solicitation with
respect to the purchase or sale of any security or fund. Past performance is not a guarantee of
future results.

The information in this report is not comprehensive but is intended to stimulate philanthropic ideas
and encourage philanthropic giving. There are many other charities and philanthropic endeavors to
consider other than those discussed here, and we encourage you to explore any other options that
appeal to you and your family.

The charities, funds and organizations mentioned in this report should in no way be considered to be
a solicitation or endorsement by Morgan Stanley on behalf of those named. If you choose to support
any of the charities or philanthropic endeavors listed or any other charity that you separately identify,
we recommend that you evaluate the charity or philanthropic endeavor and make your own
independent decision as to its legitimacy and merits.

Morgan Stanley will not receive referral fees from any of the charities or organizations for inclusion
in this report or for donations from clients. Morgan Stanley is part of a diversified financial services
company with millions of clients in several countries around the world. Morgan Stanley routinely
enters into a variety of business relationships for which either Morgan Stanley receives compensation
or pays for services, and such business relationships may include relationships with charities or
organizations in this report, or with their employees or agents.

Morgan Stanley Smith Barney LLC, its affiliates, and employees, including Financial Advisors and
Private Wealth Advisors, do not provide legal or tax advice. You should consult your own tax advisor
for matters involving taxation and tax planning, and your attorney for matters involving trust and
estate planning, charitable giving, philanthropic planning, economic sanctions compliance and other
legal matters.

Contributions to a charity or philanthropic endeavor are not appropriate for everyone. Other forms

of charitable giving may be more appropriate depending on a donor’s specific situation. Of critical
importance to any person considering making a donation to a charity is the fact that any such donation
1s an irrevocable contribution. Contributions become the legal property of that charity when donated.
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This material contains links to third-party nonprofit organizations or charities (“third party”). These
links are provided only as a convenience. The inclusion of any link is not and does not imply an affiliation,
sponsorship, endorsement, approval, investigation, verification or monitoring by Morgan Stanley of
any information contained in any third-party website. In no event shall Morgan Stanley be responsible
for the information contained on third party websites or your use of or inability to use such websites, nor
do we guarantee their accuracy or completeness. The information provided by nonprofit organizations or
charities on their websites is subject to change without notice. You should also be aware of the terms
and conditions of the third-party websites, including their privacy policies.

The authored books or articles discussed or shown in this report do not constitute an endorsement,
authorization, sponsorship by or affiliation with Morgan Stanley. Morgan Stanley has not reviewed the
books or articles for approval and is not responsible for the information contained therein.

Portfolios that include investment holdings deemed Environmental, Social and Governance (“ESG”)
investments or that employ ESG screening criteria as part of an overall strategy may experience
performance that is lower or higher than a portfolio not employing such practices. Portfolios with ESG
restrictions and strategies as well as ESG investments may not be able to take advantage of the same
opportunities or market trends as portfolios where ESG criteria is not applied. ESG investments may also
be referred to as sustainable investments, impact aware investments, socially responsible investments
or diversity, equity, and inclusion (“DEI") investments. It is important to understand there are inconsistent
ESG definitions and criteria within the industry, as well as multiple ESG ratings providers that provide
ESG ratings of the same subject companies and/or securities that may vary among the providers. This
1s due to a current lack of consistent global reporting and auditing standards as well as differences in
methodologies, processes, data sources and subjectivity among ESG rating providers when determining
a rating. Certain issuers of investments including, but not limited to, separately managed accounts
(SMAs), mutual funds and exchange traded-funds (ETFs) may have differing and inconsistent views
concerning ESG criteria where the ESG claims made in offering documents or other literature may
overstate ESG impact. As a result, it may be difficult to compare ESG investment products.

Investment managers can have different approaches to ESG and can offer strategies that may differ
from the strategies offered by other investment managers with respect to the same theme or topic.
Additionally, when evaluating investments, an investment manager is dependent upon information
and data that may be incomplete, inaccurate, or unavailable, which could cause the manager to
incorrectly assess an investment'’s ESG characteristics or performance.

For reference, environmental ("E") factors can include, but are not limited to, climate change, pollution,
waste, and how an issuer protects and/or conserves natural resources. Social ("S") factors can include,
not are not limited to, how an issuer manages its relationships with individuals, such as its employees,
shareholders, and customers as well as its community. Governance ("G") factors can include, but are
not limited to, how an issuer operates, such as its leadership composition, pay and incentive structures,
internal controls, and the rights of equity and debt holders. You should carefully review an investment
product's prospectus or disclosure brochure to learn more about how it incorporates ESG factors into
its investment strategy.

© 2023 Morgan Stanley Smith Barney LLC. Member SIPC
CRC5496953 (03/2023)
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