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* Uncertainty (risk / volatiity)

4 UNEP’S CLIMATE FINANCE )
UNIT (CFU) ADDRESSES
THESE CHALLENGES BY:

DEVELOPING FUNDS
AND FACILITIES

that scale up private finance
in land restoration

2 CREATING ENVIRONMENTAL
& SOCIAL IMPACT
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COMMUNICATING
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| COLLECTING DATA
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| that transform food systems by
raising the ambition of businesses,
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communities of practice
5 | & ANALYSIS
{ on the state of finance for nature,

business cases, and economic incentives /
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to change how food
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Introduction to risk and impact
management

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

Respondingtokey
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 post-investment 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

environment
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l l POLL | Who do we have joining us today? Tell us what
sort of organisation you work for.
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Introduction to risk and impact
management

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

1. Introduction to the sustainable land use space and the
role of private financing

2. Setting up impact objectives of the fund / faclility
3.The building blocks of an E&S risk and impact framework

4. Examples of impact funds in the land use space




Introduction to risk and impact
management

1. Introduction to the sustainable land use space and the
role of private financing



Contribute to triple planetary crisis of climate change,
biodiversity loss, and pollution

1/3 of all GHG emissions come from food systems,
mostly due to agricultural production (39%) and land
use changes (32%)

Deforestation is driven mostly by agricultural
expansion (75-95%) and happening primarily in the
tropics (90%)

Nitrogen and phosphorus run-off from unsustainable
land intensification; more than 400 ocean “dead zones”
and repercussions for human health

Reference: United Nations Environment Programme (2023). Driving Finance for Sustainable Food
Systems. A Roadmap to Implementation for Financial Institutions and Policy Makers. Geneva.



https://www.unepfi.org/publications/driving-finance-for-sustainable-food-systems/
https://www.unepfi.org/publications/driving-finance-for-sustainable-food-systems/
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Investing in the transition to sustainable land use contributes to achieving the Sustainable Development Goals
and aligns with the three Rio Conventions
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Private investments in nature
constitute a fraction of total
nature investments (17%).
Impact investing — a subset of
private finance — is carried out
by a diverse range of investor
types. Its scale up would
contribute to increasing private
funding into nature protection,
restoration and sustainable
management

Public domestic finance

Sustainable agriculture, forestry
& fighing, $29bn

Pollution abatement, wastewater

Protection of biodiversity and management and environmental
landscape, 558bn protection, $13bn

B Public domestic finance

1 Private financial flows

Private financial flows

Water resources,

conservation and land

management, pollution Biodiversity
control and other Other, $6bn | offsets, $6bn

natural resources
management, 517bn

Environmental policy
and other, 59bn

1 Public ODA financial flows

Source: UNEP 2022



https://wedocs.unep.org/bitstream/handle/20.500.11822/41333/state_finance_nature.pdf?sequence=3
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land use finance?

l ‘ POLL | What do you think are the main drivers to
facilitate more private financial flows into sustainable
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UK Deforestation due diligence

obligation

* Proposed in Dec 2021, requires
businesses to conduct due
diligence on their supply chains
to prevent the use and
importation of illegal
deforestation-related
commodities

* Banks are exempt

Proposed SEC Climate-Related
Disclosures

* |If implemented, would require
all public companies to disclose
Scope 3 emissions in their
global supply chains starting in
reporting year 2023

Chinese Green Bond Endorsed Project
Catalogue

* Classifies green activities according to six key
areas of activity

» Converges with international standards

International Sustainable Standard Board
« Shared Value

* Net zero

* SBT- Article 29, French Law Energy and Climate
* Start reporting in 2024 « Biodiversity and climate risks

As of July 2023, several countries including Australia, « All Fls

Brazil, Canada, Japan and South Korea have signaled

support for ISSB
State Bank of India’s ESG Bond

Framework

South Africa’s Green Finance

Taxonomy

Proposed Adopted

Source: Adapted from Tropical Forest Alliance /IFACC, Map from Commons Wikimedia

EU Sustainable Finance Disclosure Regulation

Adopted in March 2021 and requires financial market
participants to disclose the sustainability of their
funds, including their involvement in deforestation-
related activities

Complying with SFDR is vital to protect reputation
and attract investors who want to allocate their
money sustainably

EU Regulation on Deforestation-free Products

Adopted by the EU parliament in September 2022,
requires due diligence procedures for operators that
import or export commodities and traders at any
level of supply chains associated with all types of
deforestation and forest degradation-related activities

FlIs could be included in the future

EU Corporate Sustainability Reporting Directive

EU Corporate Sustainaibility Due Diligence
Directive

European Sustainability Reporting Standards

Sitting under CSRD, these are the first set of
mandatory disclosures for all relevant sectors
causing deforestation and forest degradation either
directly or through their supply chain

Double materiality
Net zero
SBT-I aligned


https://commons.wikimedia.org/wiki/File:Simplified_blank_world_map_without_Antartica_%28no_borders%29.svg

In the land use
regulatory space, there
Is adopted and
proposed legislation
aiming at ensuring that
imported commodities
and products do not
contribute to
deforestation. This
trend is emerging in
consumer regions such
as US, UK and EU.

FOREST Act (US)

Proposed on 6 October 2021

Environment Act (UK)

Passed on 9 November 2021

Regulation on deforestation-free
products (EU)

Proposed on 17 November 2021

Potential implications

UK was enacted in Nov 2021 and EU in April
2023. FOREST Act is uncertain.

Legal and illegal; forest

EU proposed regulation is the most extensive as
“deforestation-free” after December 2020 covers both

lllegal lllegal desradation
& legal and illegal deforestation.
F ts and ded land FAQ "forest" definitions largely leave out other
orests and wooded lands .
Forests Forests (FAO definition) ecosystems, such as grasslands, wetlands, and

(FAQ definition)

peatlands.

Palm oil, rubber, cattle, leather,
cocoa, wood pulp, soy

Forest risk commodities (under
consultation): beef, leather, cocoa,
coffee, maize, palm oil, rubber,
soy

Soya, cattle, cocoa, palm oil,
coffee, wood, rubber, leather

Rubber is missing from UK list, coffee is only on EU
list, maize only (tentative) on the UK list. EU broader
on "wood products", compared to US "wood pulp".

Imports of foreign
commodities

Commercial activities (e.g.
production, processing,
distribution, sales, purchasing);
foreign and domestic
commodities

Import, sale, ad export; foreign and
domestic commodities

US most limited in its prohibitions on activities (only
focuses on imports of foreign commodities).

Additional due diligence for
high-risk countries;
consultation with civil society

Act does not provide for different
tiers of risk assessment

Additional due diligence for high-
risk countries; inform countries of
their risk rating status

Only UK does not require additional due diligence
based on country risk assessment.

Source: FAIRR 2023



https://www.fairr.org/news-events/insights/eu-regulation-on-deforestation-free-products

Physical risk

E.g. damage from catastrophic crop
loss caused by loss of pollination
services; reduced suitability of land

for crop cultivation

’— Nature-related risks —‘
Systﬂmic risks % physical riSks %

Ecosystem stability risk — Acute risks Markets ags .
T Capital flow and financing TranS|t|0n rISk
Financial stability risk Chronic risks Products and services
Resource efficiency 5 £
P N Transition risks Mature-related Impact Nature-related Reputational capital E g ChangeS n legal Opel’a tlonal
risks mitigation opportunities g 4 :
context due to legislation, changing
Policy risk L L 5
cw l J In consumer preferences, new
Liabity sk technologies, changes in perception
Market risk restoration and reganeraton
Technology risk
Financial effects SYStemiC I'iSk
Revenue Income Cash flow Balance "B‘hs:m:;d 7 7 [
T e € dmmen 0 e T copeatans E.g. tipping points are reached,
. financing aggregation of physical and
transition risk, financial system
Source: TNFD 2023 disruption UN@®
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https://tnfd.global/wp-content/uploads/2022/03/220321-TNFD-framework-beta-v0.1-FINAL.pdf

Overview of social considerations

L A R E R NN EEEREENEEEEENEEENENEREERERELERENRNENENREDRHSHSES:SHS;:H:]
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Investors should understand and integrate social considerations and stakeholder engagement practices into their
investment strategies (e.g. respecting the rights of indigenous peoples and local communities). This is especially
the case for land use sectors.

Q)

Social justice, equity &

a just transition

The stewardship role,
rights and traditional
knowledge of IPLCs

9
[a—

Human and
environmental rights
including access to a

clean, healthy &
sustainable
environment

i

Access & benefit
sharing

Source: TNFD 2023 and WEF 2017

Main steps for defining stakeholder engagement:

Identification Priorization & Assessment Engagement Plan

Understand
Stakeholders &

Stakeholder Unptenent

engagement
process

Understand
Experience



https://tnfd.global/wp-content/uploads/2022/03/220321-TNFD-framework-beta-v0.1-FINAL.pdf
https://sptf.info/images/SIWG-WEF-AG3-Engaging-all-affected-stakeholders-December-2017.pdf

Sustainability in land use investments can be framed as
or

« Greening finance means better incorporating ESG risks and
opportunities into financial decision-making

« Financing green means increasing flow of funds to activities
with a positive impact on the environment and society

Investments in land use come with a set of
, I.e. political risk, exposure to natural disasters,
competing interests for land

as potential solutions
to achieve impact at scale

Standard & Metrics

Central
Banks and i Public

Financial Finance
Supervisors

Policy Blended
Finance

Private Financial
Institutions

Source: WWF 2023



https://wwfint.awsassets.panda.org/downloads/wwf_financing_green_brochure_july_2023_lr.pdf

TNFD adapted the IPBES drivers of nature change to reflect drivers of positive (and negative) impact on nature
When looking to ground their ‘financing green'’ strategy, investors can look to address IPBES drivers through
positive impact interventions

Land/ freshwater/

Resource use/
ocean use change

Pollution/ ESIEEUE]
replenishment species introduction/
removal

pollution removal

|
T T 1
@ + @0 + ©

+ @ *+ ©
Emissions Emissions Degradation Regeneration Depletionin Increase in Production Pollution removal, Introduce invasive Remove
production reduction of environmental of environmental qualityand  quality and quantity  (pollution) reduction, reuse,  alien species invasive alien
asset quality asset quality quantity of of ecosystemn recycling and species
Sequestration ecosystem services transformation Decrease in
services stock and Increase in
diversity of

stock and
diversity of

native species
Source: TNED 2023

native species



https://tnfd.global/wp-content/uploads/2023/08/Recommendations_of_the_Taskforce_on_Nature-related_Financial_Disclosures_September_2023.pdf

Based on the mitigation hierarchy, WBCSD outlines a series of nature climate solutions to use as reference in the
sustainable land use investing space

Companies should prioritize protection
and conservation measures and focus
on projects that reduce emissions
generated by the conversion of
natural ecosystems. The importance of
rotection and conservation is driven
y the urgency to prevent further loss
of irrecoverable carbon stocks and to
avoid reaching critical tipping points
in nature, which would jeopardize our
ability to limit global warming to 1.5
degrees.

Examples: Protection against
deforestation and fores
conversion, mangrove protection.

Sustainably Manage

Companies should then pricritize
sustainable management
measures, focusing on projects
and programs that minimize and/
or reduce emissions and can
regenerate carbon pools.

Examples: Natural forest management,
improved rice cultivation, and/or
alternative agriculture techniques.

Source: WBCSD 2023

Restore

Companies should pursue
restoration measures and focus on
projects that remove and store CO,
emissions through restoration.

Examples: Reforestation and
afforestation; peatland or
coastland restoration.



https://www.wbcsd.org/Programs/Climate-and-Energy/Climate/Natural-Climate-Solutions/The-Natural-Climate-Solutions-Alliance/Resources/A-Buyer-s-Guide-to-Natural-Climate-Solutions-Carbon-Credits

In the agriculture sector, actions include:

* Prevent deforestation and land conversion

« Practices that protect soils (e.g. cover crop coverage, crop
rotation, crop diversity, minimum/no tillage...) and reduce
freshwater use

« Protection of pollinators

Responsible
Commodities Facility

Smallholder Resilience
Ventures

« Solil preservation through agroforestry and integrated crop-
livestock farming systems

« Increase in uptake of sustainably produced and certified
agricultural products through market access, premiums, and
credits

Reference: UNEP-WCMC (2022). ‘Nature-Related Opportunities in the
Agricultural Sector; Lessons learned and way forward.” Cambridge, United

Kingdom.

«  Rehabilitation of degraded land back to productive land



https://resources.unep-wcmc.org/products/WCMC_RT491
https://resources.unep-wcmc.org/products/WCMC_RT491
https://resources.unep-wcmc.org/products/WCMC_RT491

In the forestry sector, actions include:

of significant

biodiversity and carbon value (e.g. through establishment of MOBILISING
Protected Areas, buffer zones...)

FINANCE FOR
FORESTS
drsce T
and minimise resource use : ‘ ]
« Valuing in circular economy FORIEI?JTOILRAAJ:)%%/(\);E‘;\
* Increase in uptake of \ |

products through market access, premiums and credits ' .

re.greem

« Regenerate and restore forests

tree species on degraded land, create
, and enhance soil carbon stocks

Reference: WBCSD (2022). Forest Sector Nature-Positive Roadmap,
Phase I: A shared definition of nature-positive. Geneva, Switzerland.



https://www.wbcsd.org/download/file/15278
https://www.wbcsd.org/download/file/15278

Ecosystem restoration encompasses actions that:

« Reduce negative environmental and societal impacts, such
as pollution and unsustainable resource use and
management

« Remove contaminants, pollutants and other threats (often
known as remediation)

- Rehabilitate ecosystem functions and services in highly
modified areas such as former mining sites and degraded
production systems

« Aim at ecological restoration, removing degradation and
assisting in recovering an ecosystem to the trajectory it
would be on if degradation had not occurred, accounting for
environmental change

Reference: FAQ, IUCN CEM & SER (2021). Principles for ecosystem restoration to guide the
United Nations Decade 2021-2030. Rome, Italy.

‘ GLOBAL FUND FOR
@ CORAL REEFS << "
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Introduction to risk and impact

management

2. Setting up impact objectives of the fund / facility



Depending on its strategic objectives, impact investing in private markets can
be applied across all asset classes (debt, equity, or a combination of both..)

Mafket returns

General
Investments

Responsible/ Impact Impact
sustainable investing investing
investing “Return first” uu D “Impact first”

PURELY PROFIT

Investment

B Conventional B ESG funds B Thematicimpact ™ Social impact
equity & bond ) funds & notes bonds
: m Portfolio
mstrument .
screening B Green bonds & ® Outcome-
loans driven loans

B Impact private
equity

m Impact venture
capital

Source: WWF 2020

Concessiorfary returns

Seed capital
donations

Debt

Some funds offer loans to
investees, often at preferential rate
of interest to incentivize behaviour

change

No financial returns

Equity

Other funds buy equity in their
investee companies / projects to
have better influence over

investment outcomes

Charitable
donations

Guarantees

Guarantee funds encourage
commercial banks and other
financial institutions to mobilize
financing by de-risking transactions



https://wwfint.awsassets.panda.org/downloads/bankable_nature_solutions_2__1.pdf

Many impact funds use a blended finance approach

lllllllllllllllllllllllllllllllllllllllllll
............................................

Blended finance is the strategic use of public and philanthropic funding to mobilize and de-risk private
capital flows into impactful investments

4

Development Beneficiary
funding \ funding \ Benefits

Concessional Concessional

L L

EBlended finance EBlended finance

Market rate Market rate
Private / Private /
capital capital
Traditional blended finance Alternative blended finance

Source: UNEP 2023


https://www.unepfi.org/publications/driving-finance-for-sustainable-food-systems/

RISK MITIGANT TOOLS

ADDITIONAL EQUITY

GUARANTEES

COLLATERAL

OFF-TAKE AGREEMENTS
OR SALES CONTRACTS

TECHNICAL ASSISTANCE

FIRST-LOSS OR
SUBORDINATE CAPITAL

INSURANCE AND
HEDGING

RESULTS-BASED
INCENTIVES

Raising more capital from new
and/for existing shareholders

Third-party that can step in to
cover financial obligations in
adverse scenarios

Pledging security for the payment
of loans (e.g. property or land)

Entering into contractual
arrangements with future buyers of
products

Support programmes for capacity
building and pipeline development

(typically grants)

Subordinate capital layer in a fund
acting as “buffer” for a portfolio

Standard or bespoke finance
solutions to protect against specific
risks or fluctuations in commaodity
prices

Contractual arrangement offering
financial reward based on
achievement of performance criteria

TYPICAL BARRIERS OR RISKS IT CAN ADDRESS

Lack of equity overall or high financial leverage (e.g. relatively high
debt compared to balance sheet size, potential risk that cash flows will
not be sufficient to service debt)

Can help to improve access to financing (and potentially reduce
pricing / interest margin), overcome lack of eredit history, novelty of
concept or other risks (including lack of financial experience)

Same as above (guarantees). However, land tenure challenges can be a
common reason that prevents land being used as collateral

Can help to improve credit profile and reduce demand risk (increase
visibiblity and predictability of sales and cash flows)

Support from external professionals (including mentoring, board
advisors, consultants) or strengthening internal skills and capability to
overcome lack of financial or project development experience

Having layers in a fund structure (with differentiated risk and return
expectations instead of on equal terms) can help to increase access to
risk-adverse investors

Can act to improve access to financing and potentially improve pricing

{ interest margin as certain risks are transferred to other parties. Adds
complexity and costs. Standard “business as usual” insurance tends to be
a requirement by lenders

Additional (conditional) revenue stream by identifying partners willing to
pay for impact or performance, which can strengthen credit profile and
improve predictability of cash flows. Incentive mechanism which acts
to compensate for the opportunity cost of alternative revenue options

Source: European Investment Bank 2020



https://www.eib.org/attachments/pj/ncff-invest-nature-report-en.pdf

Once financial actors have considered the various asset classes and de-risking mechanisms that can be used in
impact investing, there are three steps they have to keep in mind when setting up objectives for their impact fund
or facility

1.1 1.2 1.3

What impact do Where do you Who will you be
you want to want to focus working with to
generate? your investment? deliver impact?



1.1 - Start by 1dentifying which impact/s you want to generate

_O_

Climate Action
E.g. mitigation and adaptation

Livelihoods
E.g. Gender equality, income and jobs

Sustainable Production
E.g. reduced pesticide use, soil health

Biodiversity
E.g. habitats protected, restored

Forests
E.g. Protected, restored, sust. managed

-
-

Northern Kenya Rangelands Project — Kenya

Issued in 2022

Removing and storing 50 million tons of CO2 over 30 years by implementing sustainable grazing
management over nearly 2 million hectares of savannahs and grasslands in Kenya. More
information here.

Sumatra Merang Peatland Project - /ndonesia
Issued in 2022

Restoring 22,934 hectares of peatland rainforest, improving livelihoods and promoting rural
economic development. More information here.

Southern Cardamom - Cambodia

Issued in 2023

Within one of the last unfragmented rainforests in Southeast Asia, the project protects this
crucial ecosystem from illegal logging and poaching through enforcement and community
development.

Lower Zambezi REDD+ Project - Zambia
Issued in 2023

Developing sustainable land-use practices in Zambia with local community involvement to
conserve threatened forests and wildlife, supporting Climate-Smart Agriculture and bee-
keeping while providing a vital buffer to the Lower Zambezi National Park.

Source: WBCSD 2023



https://www.wbcsd.org/Programs/Climate-and-Energy/Climate/Natural-Climate-Solutions/The-Natural-Climate-Solutions-Alliance/Natural-Climate-Solutions-in-Action
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Map of priority areas for restoration, focused on biodiversity, climate change mitigation, and minimising
costs. Source: Nature 2020

Defining a clear geographical
scope should be linked to the
selected impact focus

It allows to better identify,

assess and respond to risks

It is likely to be guided by

and



https://www.nature.com/articles/s41586-020-2784-9

Defining a clear geographical
scope should be linked to the
selected impact focus

It allows to better identify,

assess and respond to risks

It is likely to be guided by

and

Map of countries by Gross National Income (GNI) per capita in US dollars.

Source: adapted from World Bank 2023, baselayer: United Nations Geospatial.
The boundaries and names shown and the designations used on this map do not imply official endorsement or acceptance by the United Nations.



https://datatopics.worldbank.org/world-development-indicators/the-world-by-income-and-region.html

Following a
when developing a
fund focus can help achieve
scale due to:

CONSUMERS

Supply chain

RETAILERS solutions

' MAMNUFACTURERS
TRADERS
PROCESSORS

PRIMARY
PRODUCERS

CONSUMERS

PRIMARY
PRODUCERS

—

« |dentification of threats and
drivers at the landscape
level

SUPPLY-CHAINS SUPPLY-CHAINSé RODLCT

ORGANISATION '\ g5e
FARMERS AND WORKERS
LOCAL POPULATION
REGIONAL CITIZENS

FARMERS AND WORKERS
LOCAL POPULATION
REGIONAL CITIZENS

« Integration of action across
stakeholders, value chain
levels and governance

PROTECTED AREAS - PROTECTED AREAS —

Y =

- — __LANDSCAPE LEVEL _
~ REGIONAL m nuuu I.E\lEL L

O — _LANDSCAPE LEVEL ——__— -

mm mmm LEVEL New sustainable

business
solutions

« Access to different streams
of financing and partners to
de-risk E&S

Source: WWF 2016



https://wwfint.awsassets.panda.org/downloads/final_wwf_landscape_elements_09_11_i_1.pdf

DFCD
LEAD PARTNER

FMO

DFCD ADVISORY BOARD

MEMBERS
FMO, CFM, SNV, WWF-NL

SUB-DELEGATION AGREEMENTS

Securing a key investor might provide a ‘watershed

moment’ in a fund’s development and crowd in more f:;ﬁﬁ;ﬁﬁ;;‘:ﬁ F,,,,.,.,,H L Mo
. CFN ] FMO
I n Ve St m e ntS IN“E(;S-;-D?EHIEC‘OT@)EQTEE IIFMVEOSTC:ITM INVESTME P;'rl‘ql;OMMITI'EE
Similarly, the same dynamic can be seen when securing FMO
iInvestees o SNV oo
Trustis fundamental between all stakeholders in the o
fund: X CLIMATE
'

« Investors need to build a common understanding of
aims / shared theory of change

« Local partners and project developers can help build R
trust between investors and investees

€500 million — €1 billion
PRIVATE FINANCE

Source: DFCD 2019


file:///C:/Users/giacomoa/Downloads/200401_DFCD_Bid_Book_Public_Final.pdf
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facilitate investment?

l‘Open to audience | Would anyone like to give an example
of a fund they are involved in, or a partnership to
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https://www.unep.org/explore-topics/forests/what-we-do/unlocking-private-finance-sustainable-land-use

Introduction to risk and impact
management

3.The building blocks of an E&S risk and impact framework



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

Risk Identification

« Understand
scope of the
fund

* Determine key
risks

Risk and Impact Management Framework

Risk Management Risk and Impact Risk and Impact
and Mitigation Monitoring Reporting
* Exclusion lists  Target setting * Disclosing on
an_d e_IigibiIity » Monitoring progress
criteria technologies » Annual reports
* Risk screening + Impact + Continuous
* Due diligence indicators improvement
* Performance-
based

engagement



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

Risk and Impact Management Framework

Impact Impact
Monitoring Reporting
+ Target setting * Disclosing on
* Monitoring progress
technologies » Annual reports
* Impact « Continuous
indicators improvement
+ Performance-
based
engagement

Y
Covered in module 3 on impacts



Introduction to risk and impact
management

4. Examples of impact funds in the land use space



LP LP

LP

Limited Partner Limited Partner Limited Partner

A is a pool of capital from many
sources; can be layered to distribute risks

and returns differently to commercial and

concessional investors INVESTMENT FUND
Managed by a General Partner (GP)

A Is an earmarked allocation of

public/philanthropic funding; can invest in
projects to attract commercial investment

to those same projects PORTFOLIO PORTFOLIO PORTFOLIO

COMPANY COMPANY COMPANY

Source: earth.security 2021 Source: GIIN 2018

PORTFOLIO
COMPANY

FUND ADVISER
AND/ORINVESTMENT
COMMITTEE


https://thegiin.org/designing-an-impact-investing-fund/
https://www.earthsecurity.org/reports/the-blended-finance-playbook-for-nature-based-solutions

FAIRVENTURES SOCIAL
FORESTRY

Project

Proof of concept (4,000 ha)

COMMERCIAL
AGROFORESTRY

COMMERCIAL
AGROFORESTRY

=+ Timber r

Legend

a1 — Verified Carbon
Unit

“— Grant

BROOKSIDE

DAIRY
(OFFTAKER)

SUSTAINABLE

FARMING

Legend PRIVATE
& oy INVESTORS
@D - pividend
@ - Dbt
@D - interest
@ - Frincipal
0 - Grant
PRIVATE INVESTORS Legend
FUNDING 8 -=quity
— Dividend
@ Dbt
B interest
@ - Frincipal PROJECT
(20 — Credit guarantee
ALTHELIA BIODIVERSITY CARBON
FUND (ABF) BRAZIL CREDITS
Project

SUSTAINABLE

AGRICULTURE CREDITS

NON-TIM-
CARBON BER FOREST

PRODUCTS

INNOVATIVE
BIODIVERSITY

SERVICES

Source: WWF 2020



https://wwfint.awsassets.panda.org/downloads/bankable_nature_solutions_2__1.pdf

( Donors & investors )

el _{> _____________ Including Rabobank

\
|
| @
|
|
|
|
'

Source: IDH 2023

Reference: UN Environment Programme and UN Environment Programme World Conservation Monitoring Centre,

(2023). Environmental and social impact framework development. Case study: Agri3 (2023)

3 AGRI3FUND

Developed by UNEP and Rabobank in
2017

Impact focus areas include forest
protection/restoration, sustainable ag.,
improved rural and women'’s livelihoods

Global reach, preference for low- or
middle-income countries in forest risk
areas. Current projects in Brazil and
China, among others

Provides guarantees, loans and technical
assistance to de-risk financing from Fls

A first version of its E&S framework was
key in securing funding from Dutch
government



https://kpi-directory.production.wordpress-linode.linode.unep-wcmc.org/content/uploads/2023/05/AGRI3-Case-Study-May-2023-FINAL.pdf
https://kpi-directory.production.wordpress-linode.linode.unep-wcmc.org/content/uploads/2023/05/AGRI3-Case-Study-May-2023-FINAL.pdf
https://www.idhsustainabletrade.com/landscapes/agri3-fund/

RCF

Responsible Commodities Facility

Conceptualised by non-profit BVRio and
now run by spin-off Sustainable
Investment Management Ltd (SIM)

Impact focus area is the protection of
native vegetation through production of
DCF soy

Operates in the Brazilian Cerrado

R ' F Monitoring Environmental
) Committee
Responsible Commodities Facility

Provides annual crop loans to farmers,
with repayment happening after soy sale
and possibility of revolving loans

. RCF's E&S impact framework aimsto

: ensure that loans are deployed in line with :

Source: RCE 2023 impact focus and gain traction with :
- : IENES

Reference: UN Environment Programme and UN Environment Programme World Conservation Monitoring Centre,
(2023). Environmental and social impact framework development. Case study: Responsible Commodities Facility



https://kpi-directory.production.wordpress-linode.linode.unep-wcmc.org/content/uploads/2023/05/RCF-Case-Study-May-2023-FINAL.pdf
https://kpi-directory.production.wordpress-linode.linode.unep-wcmc.org/content/uploads/2023/05/RCF-Case-Study-May-2023-FINAL.pdf
https://sim.finance/wp-content/uploads/2023/05/RCF-ANNUAL-REPORT-May-2023.pdf

Eco.business fund aims to promote business and consumption practices contributing to biodiversity conservation, the
sustainable use of natural resources and climate change mitigation and adaptation, in Latin America, the Caribbean and
sub-Saharan Africa. It does so by providing technical assistance, as well as direct and indirect loans to target

businesses and local financial institutions.

F“";“""' @CO «)

usmess

Fund

Sponsorship V

Sponsorship
> QCO(()

business

fun(i
Development Facllity

Dedicated
Financing

>

L2l

Financial Institutions

Contracting

Consultants

Source: eco.business 2023

Loans

>

Agriculture | Aquaculture |
Forestry | Tourism

A Consulting


https://www.ecobusiness.fund/en/

(L B O B B R B BN N N B BN B AN N BN BN N BN N BN N N N BN N NN N NN NN NN
............................................

Commercial

Public sector Philanthropies Companies investments
mobilised
GRANTS GRANTS GRANTS RETURN-SEEKING

i l l INVESTMENTS

landscape G '

resilience

The Landscape Resilience Fund is
an impact-driven, independent
foundation that mobilises private
and public climate finance for
vulnerable smallholders and
landscapes. Its mission is to enable
the most vulnerable people in rural
landscapes to effectively adapt to
climate change

Managed by South Pole
with WWF as advisor &
service provider

It provides

Local support
tO to strengthen "@:%
multi-stakeholder

help them scale and get to an platforms

investable point. | _
Direct services Long-term
or grants to flexible loans to <&
prepare SMEs SMEs

for LRF loans

Source: LFR 2023



https://landscaperesiliencefund.org/how-it-works/

Case study #5 — Colibri Catalyst

L A R E R NN EEEREENEEEEENEEENENEREERERELERENRNENENREDRHSHSES:SHS;:H:]
LA LB L L L BB B B L AL B L L L L B B

Colibri deploys seed, anchor, patient and first-loss capital to vehicles investing in natural climate solutions. Priorities
will be given to investments in emerging markets that contribute to climate mitigation and adaptation in the food, timber
and fibre and conservation and restoration sectors

INTERMEDIARY
RETURNS \ SETURNS FUNDS PRIVATE
IMPACT | IMPACT INVESTORS
DONORS COLIBRI1 ' SENIOR SENIOR Catalyzed by
INVESTORS 150M .' > robust ESG & Impact
CONCESSIONAL ! QUICK RETURNS frameworks and
CAPITAL K DEPLOYMENT knowledge
’ OF CATALYTIC m g transfer
J CAPITAL + TA go =
@< =
— 2‘ =
[%]

NATURAL CLIMATE SOLUTIONS

CAPITAL & RETURNS
REINVESTED

TO INCREASE IMPACT
AND/OR RETURNED
TO DONORS
AND INVESTORS %%%%%

BENEFICIARIES

Source: Colibri Catalyst 2023 SMALLHOLDER FARMERS & LANDOWNERS,
7 LOCAL COMMUNITIES, SMES, WOMEN



https://colibri.finance/



https://www.unep.org/explore-topics/forests/what-we-do/unlocking-private-finance-sustainable-land-use

Investing in sustainable land use helps address the
triple planetary crisis, achieve the SDGs, and align with
Rio Conventions and upcoming regulations

Defining financial structure, impact focus, geographical
scope, and key partnerships is necessary when setting
up a sustainable land use fund

A risk management framework encompasses
identification, as well as management and mitigation
through risk screening. Due diligence and reporting for
both risks and impacts should be performed

Existing funds/facilities operating in the land use
finance space can be used as reference in the
designing stage




Environmental and social risks can be identified and assessed through various steps. In this module, we introduced
some of the basic concepts related to risk identification and management in land use investments. Module 2 will deep-
dive into them.

Module 2 will cover:

* How environmental and social risks the traditional risk management framework
* Which environmental and social risks are for investments in sustainable land use
« How to develop a to manage and mitigate risks in potential investments

Module 3 will cover:

* Which can be generated by investments in sustainable land use
that can help identification, assessment and monitoring of land use impacts

« Considerations on that are needed to maximise outcomes



Thank youl!

Next Session: Module 2
When: November 2214 2023
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