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Note to Accredited Entities on the use of the funding proposal template

e Accredited Entities should provide summary information in the proposal with cross-
reference to annexes such as feasibility studies, gender action plan, term sheet, etc.

e Accredited Entities should ensure that annexes provided are consistent with the details
provided in the funding proposal. Updates to the funding proposal and/or annexes must be
reflected in all relevant documents.

e The total number of pages for the funding proposal (excluding annexes) should not
exceed 60. Proposals exceeding the prescribed length will not be assessed within the usual
service standard time.

e The recommended font is Arial, size 11.

¢ Under the GCF Information Disclosure Policy, project and programme funding proposals
will be disclosed on the GCF website, simultaneous with the submission to the Board,
subject to the redaction of any information that may not be disclosed pursuant to the IDP.
Accredited Entities are asked to fill out information on disclosure in section G.4.

Please submit the completed proposal to:
fundingproposal@gcfund.org
Please use the following name convention for the file name:
“FP-[Accredited Entity Short Name]-[Country/Region]-[YYYY/MM/DD]”


https://www.greenclimate.fund/disclosure/policy
mailto:fundingproposal@gcfund.org
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A. PROJECT/PROGRAMME SUMMARY

A

A.1l. Project or
programme

A.2. Public or

Programme .
private sector

Private

A.3. Request for
Proposals (RFP)

If the funding proposal is being submitted in response to a specific GCF Request for Proposals,
indicate which RFP it is targeted for. Please note that there is a separate template for the

Simplified Approval Process and REDD+.

Not applicable

A.4. Result area(s)

Check the applicable GCF result area(s) that the overall proposed project/programme targets
below. For each checked result area(s), indicate the estimated percentage of GCF and Co-
financers’ contribution devoted to it. The total of the percentages when summed should be

100% for GCF and Co-financers’ contribution respectively.

GCF
contribution

Co-financers’
contribution?

Mitigation total

Enter number %

Enter number %

[] Energy generation and access

Enter number %

Enter number %

[0 Low-emission transport

Enter number %

Enter number %

I Buildings, cities, industries and appliances

Enter number %

Enter number %

Forestry and land use

40 %

40 %

Adaptation total

Enter number %

Enter number %

] Most vulnerable people and communities

Enter number %

Enter number %

X Health and well-being, and food and water security

30 %

30 %

O Infrastructure and built environment

Enter number %

Enter number %

X Ecosystems and ecosystem services

30 %

30 %

A.5. Expected mitigation
outcome?

(Core indicator 1: GHG
emissions reduced, avoided or
removed / sequestered)

A.6. Expected
adaptation
outcome

Indicate greenhouse gas
(GHG) emission reductions or
removals in tCO2eq over total
lifespan of the

project/programme? (Core indicator 2:

direct and indirect

17.2 MtCO2e beneficiaries reached)

63,000 direct beneficiaries

63,000direct

251,000 indirect

0.00219%

0.087%

A.7. Total financing (GCF
+ co-finance?)

363 million Euros
A.9. Project size

A.8. Total GCF funding
requested

75 million Euros

Large (Over USD 250 million)

A.10. Financial
instrument(s) requested
for the GCF funding

Mark all that apply and provide total amounts. The sum of all total amounts should be consistent

with A.8.
Grant EUR 5 million

Equity
] Loan Enter number

EUR 70 million

[] Results-based payment Enter number

[l Guarantee Enter number

A.11. Implementation
period

Indicate the maximum number of years
over which the outcomes of the
investment are expected to be
effective, i.e. to lead to adaptation
and/or mitigation results.

20 years for agroforestry/forestry
projects

12 years A.12. Total lifespan



https://www.greenclimate.fund/gcf101/funding-projects/project-funding
https://www.greenclimate.fund/how-we-work/funding-projects
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1 Co-financer’s contribution means the financial resources required, whether Public Finance or Private Finance, in addition
to the GCF contribution (i.e. GCF financial resources requested by the Accredited Entity) to implement the project or
programme described in the funding proposal.

2 These impact figures are only related to the portion of the fund that will be invested in GCF eligible/ NOL countries.

3 The total lifespan of the project/programme is defined as the maximum number of years over which the outcomes of the
investment are expected to be effective. This is different from the project/programme implementation period.

4 Refer to the Policy of Co-financing of the GCF.


https://www.greenclimate.fund/document/policy-co-financing

GREEN
CLIMATE
FUND

GREEN CLIMATE FUND FUNDING PROPOSAL V.3.0 | PAGE 4

A

This is the date that the
Accredited Entity obtained/will Refer to the AE’s safeguard policy and
A.13. Expected date of obtain its own approval to GCEF ESS Standards to assess your
AE internal approval implement the project/ A.14. ESS category | FP category.
programme, if available. -2
12/2/2024
A.15. Has this FP been gélfdilrt:s or PPE
Zz?gg’ged as a CN Yes No O support been used Yes 1 No
’ to prepare this FP?
. . A.18. Is this FP
in the entity work Yes [0 No [ countr Yes [1 No
programme? es 0 y -
programme?

A.19. Complementarity
and coherence

Does the project/programme complement other climate finance funding (e.g. GEF, AF, CIF, etc.)?
If yes, please elaborate in section B.1.

Yes No O

MSLF2 leverages on the success of the Land Degradation Neutrality Fund (LDNF) to
support companies in the AFOLU sector that have positive climate adaptation and
mitigation impacts. The LDNF was initiated by the UNCCD, managed by Mirova, and
funded by other private and public investors. The LDNF TA Facility was supported by a
grant from the Global Environment Facility (GEF). In addition to the LDN Fund, Mirova
has identified several institutions that are investing in natural capital projects in similar
regions and countries to those targeted by MSLF2 (see Table 7). Appendix 1.7 of the
Feasibility Study (Annex 2) provides an analysis of MSLF2 complementarity and
coherence with other projects and programmes in each of the target countries.

A.20. Executing Entity
information

If not the Accredited Entity, please indicate the full legal name of the Executing Entity(ies) and
provide its country of registration and ownership type. Note that there can be more than one
Executing Entity. Also indicate if an Executing Entity is the National Designated Authority. Refer to
the definition of Executing Entity in the Accreditation Master Agreement.

Mirova will be the Accredited Entity for the programme under the Project Specific
Assessment Approach (PSAA) modality.

Mirova will act as Executing Entity for Component 1. Mirova will fundraise and deploy an
investment vehicle under the laws of Luxembourg named the Mirova Sustainable Land
Fund Il (MSLF2). Mirova will partner with a Technical Assistance Manager which will act
as Executing Entity for Component 2.

A.21. Executive summary (max. 750 words, approximately 1.5 pages)



https://www.greenclimate.fund/safeguards/environment-social
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Climate change problem

1.

There are close causal links between climate change and both forest loss (including deforestation and forest
degradation) and land degradation. Climate-related hazards are already driving both issues today, with projected
changes in frequency and intensity of climate related weather events expected to accelerate rates of
forest loss and land degradation in the future.

Forest loss and land degradation are both major sources of greenhouse gas emissions. The agriculture,
forestry, and other land use (AFOLU) sector is the second largest source of greenhouse gas emissions
after the energy sector — accounting for around 25% of global emissions. About half of these (5-10
gigatonnesCO2e annually) comes from deforestation and forest degradation.

Unsustainable agricultural production practices are a key driver of both forest loss and land degradation. Current
global food production systems have a series of negative impacts on climate and natural systems. Reversing
these trends by promoting sustainable forestry and agriculture practices are key to reverse land degradation,
improve climate resilience for producers, and tackle climate change through carbon sequestration in soils, trees
and forests.

In addition to impact on GHG emissions, forest loss and land degradation both have negative environmental
impacts (including biodiversity loss and reduced availability and quality of water), and socio-economic impacts
(including livelihoods, food and water security, and health).

There is an urgent need to scale investment in Sustainable Land Management practices. Estimated climate
finance needs for agri-food systems range from USD 212 billion> — USD 1.3 trillion® annually until 2030. Public
budgets are insufficient to meet these needs, particularly in developing countries. The private sector will need to
play a significant role in bridging this gap, however due to high perceived (or actual) risks, current levels of
private investment remain well below the amounts required.

Proposed interventions

6.

The Mirova Sustainable Land Fund 2 (MSLF2) targets investment in 7 countries across Africa, Asia, and Latin
America, namely: Costa Rica; Cote d'lvoire; Ghana; Malaysia; Morocco; Peru and The Philippines. Component 1
focuses on the establishment of the scalable investment vehicle and deployment of capital to target companies.
Component 2 provides Technical Assistance to make companies investment-ready, support implementation of
sustainable practices beyond standards, and enhance delivery and reporting on the environmental and social
impact of MSLF2 investments (on climate mitigation/adaptation, biodiversity, gender, etc).

MSLF2 will scale up private investment in Sustainable Land Management (SLM) practices — including in
sustainable forestry (anticipated 40% of total fund value) and regenerative agriculture including agroforestry
(anticipated 60% of total fund value). The fund has a strong gender focus and is aligned with the “2X” gender
inclusion targets at both the fund and investee project level.

Concessional financing from the GCF in the MSLF2 program will play an essential role in de-risking private
investors and crowding in co-finance at scale to deliver climate, environmental and social benefits in developing
countries.

The MSLF2 strategy for sustainability, replicability and scale-up involves reducing the perceived and actual risk of
these investments, and strengthening linkages between investee companies and supply chain buyers that
prioritize sustainable sourcing. By promoting multiple sustainable certification labels (such as the Rainforest
Alliance and FSC) the MSLF2 stimulates positive feedback loops that make sustainable production a viable and
attractive option, de-risks producer businesses and helps them provide returns for owners, investors, employees
and their communities.

Climate results/benefits

10.

11.

Mitigation impact: The MSLF2 program contributes to the mitigation results area on “Forestry and land use”.
Over the lifetime of the fund, the expected mitigation impact is approximately 17.2 MtCOze in NOL countries. For
details on the mitigation impact methodology, please see Annex 22.
Adaptation impact: The MSLF2 program contributes to GCF adaptation results areas on “Health, well-being,
food and water security”; and “Ecosystems and ecosystem services”. The program is expected to yield the
following adaptation metrics.

i. 63,000 direct beneficiaries and 251,000 indirect beneficiaries with enhanced resilience to climate change

impacts (see Annex 23 for details);
ii. 105,000 hectares of natural resources brought under improved low-emission and/or climate-resilient practice.

5 Food and Land Use Coalition (FOLU), 2019. Growing Better: Ten Critical Transitions to Transform Food and Land Use. Available at:
https://www.foodandlandusecoalition.org/ wp-content/uploads/2019/09/FOLU-GrowingBetter-GlobalReport.pdf

8 Thornton, et al. (2023). What it might cost to reconfigure Food Systems? Global Food Security, Volume 36, 2023,100669, ISSN 2211-
9124. Available at: https://doi.org/10.1016/j.gfs.2022.100669
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B.1. Climate context (max. 1000 words, approximately 2 pages)

Importance of land and forest resources for human well-being

12. Land and forests are critical to human livelihoods and ecological balance. According to the FAO, as of 2019, around 1.23
billion people were employed in the world’s agrifood systems, and more than three times that figure, or almost half the
world’s population, live in households linked to agrifood systems. Of the 3.83 billion people reliant on agrifood systems for
their livelihoods, 2.36 billion live in Asia and 940 million in Africa.”

13. Land and forest resources are under increasing pressure from both climate change and human activities. Deforestation,
urbanization, industrial development, agricultural expansion and unsustainable farming practices undermine the ability of the
planet to sustain food production, maintain freshwater and forest resources, and regulate the climate and air quality.

14. Almost 2 billion hectares of land are classified as degraded. This area, home to 1.5 billion people, represents approximately
40% of the planet’s agricultural land. Every year 12 million hectares of land are degraded, and 24 billion tonnes of fertile soil
are lost due to erosion. According to UNCCD, if business as usual continued through 2050 this would result in additional
degradation to an area close to the size of South America.

15. Forest degradation accounts for over 70% or 15 million hectares (ha) of annual forest loss. The other 30% of lost forests
are permanently deforested®. Forests cover 31% of the Earth’s land surface (4.06 billion ha) but the area is shrinking, with
420 million ha of forest lost through deforestation between 1990 and 2020. The rate of deforestation is declining but was still
10 million ha per year in 2015-2020%.

16. The IPBES assessment report on Land Degradation reveals that unsustainable land management practices driven by
human activities have resulted in severe land degradation with almost 75% of the Earth’s land area significantly altered by
human actions, underscoring the urgency to address this crisis!. Furthermore, figures from the IPCC report indicate that
land degradation reduces the productivity of 23% of the global land surface, adversely impacting livelihoods and food
security. Around 25% of the Earth’s ice-free land is subject to human-induced degradation, with Agriculture, Forestry and
Other Land Use (AFOLU) activities are a major contributor of land degradation, responsible of 23% of global CO2 emission
in 201912,

17. The economic impact of land degradation is enormous. 3.83 billion people rely on agrifood systems for their livelihoods, among
which 2.36 bn live in Asia and 940 million in Africa (Almost half the world’s population lives in households linked to agrifood
systems, FAQO, 2023)13. Without healthy ecosystems, those reliant on forests and agriculture could face significant livelihood
insecurity:

e Food security: over the next 25 years, land degradation could reduce global food production by as much as 12%, leading
to a 30% increase in world food prices and reducing food security for vulnerable people. In the meantime, the demand
for food is expected to rise by 45% between 2015 and 2050 and will have to be met by further intensification and
expansion of agricultural land, resulting in the further loss of 3 million hectares of natural areas mainly in sub-Saharan
Africa and Latin America.

e Poverty: 50% of the world’s population is directly affected by land degradation in areas where people rely on agricultural
activities trapped in a downward spiral of productivity reduction. According to the FAO 2022 State of Food Security in the
World, only 1.7% of global climate finance is reaching small-scale producers so far, whom income revenue is highly
impacted by soil productivity declinel.

" FAO (2023), Aimost half the world’s population lives in households linked to agrifood systems. Available at :https://www.fao.org/newsroom/detail/almost-
half-the-world-s-population-lives-in-households-linked-to-agrifood-
systems/ent#:~:text=0f%20the%203.83%20billion%20people,o0f%20employed%20in%20agrifood%20systems

8 UNCCD (2022), Global Land Outlook — Second Edition

® Global Environment Facility (2023), Land Degradation

10 FAO (2022), The State of the World's Forests 2022

11 |PBES (2018): The IPBES assessment report on land degradation and restoration. Montanarella, L., Scholes, R., and Brainich, A. (eds.). Secretariat of
the Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services, Bonn, Germany. 744
pages.https://doi.org/10.5281/zenodo.3237392

12PCC (2019), Climate Change and Land: an IPCC special report on climate change, desertification, land degradation, sustainable land management, food
security, and greenhouse gas fluxes in terrestrial ecosystems

13 FAO (2023), Almost half the world’s population lives in households linked to agrifood systems. Available at :https://www.fao.org/newsroom/detail/almost-
half-the-world-s-population-lives-in-households-linked-to-agrifood-
systems/en#:~:text=0f%20the%203.83%20billion%20people,0f%20employed%20in%20agrifood%20systems

14 FAO (2022), The State of Food Security and Nutrition in the World 2022. Repurposing food and agricultural policies to make healthy diets more affordable



https://www.fao.org/newsroom/detail/almost-half-the-world-s-population-lives-in-households-linked-to-agrifood-systems/en#:~:text=Of%20the%203.83%20billion%20people,of%20employed%20in%20agrifood%20systems
https://www.fao.org/newsroom/detail/almost-half-the-world-s-population-lives-in-households-linked-to-agrifood-systems/en#:~:text=Of%20the%203.83%20billion%20people,of%20employed%20in%20agrifood%20systems
https://www.fao.org/newsroom/detail/almost-half-the-world-s-population-lives-in-households-linked-to-agrifood-systems/en#:~:text=Of%20the%203.83%20billion%20people,of%20employed%20in%20agrifood%20systems
https://doi.org/10.5281/zenodo.3237392
https://www.fao.org/newsroom/detail/almost-half-the-world-s-population-lives-in-households-linked-to-agrifood-systems/en#:~:text=Of%20the%203.83%20billion%20people,of%20employed%20in%20agrifood%20systems
https://www.fao.org/newsroom/detail/almost-half-the-world-s-population-lives-in-households-linked-to-agrifood-systems/en#:~:text=Of%20the%203.83%20billion%20people,of%20employed%20in%20agrifood%20systems
https://www.fao.org/newsroom/detail/almost-half-the-world-s-population-lives-in-households-linked-to-agrifood-systems/en#:~:text=Of%20the%203.83%20billion%20people,of%20employed%20in%20agrifood%20systems
https://www.ipbes.net/assessment-reports/ldr
https://www.fao.org/newsroom/detail/almost-half-the-world-s-population-lives-in-households-linked-to-agrifood-systems/en#:~:text=Of%20the%203.83%20billion%20people,of%20employed%20in%20agrifood%20systems.
https://www.fao.org/newsroom/detail/almost-half-the-world-s-population-lives-in-households-linked-to-agrifood-systems/en#:~:text=Of%20the%203.83%20billion%20people,of%20employed%20in%20agrifood%20systems.
https://www.fao.org/documents/card/en/c/cc0639en
https://www.fao.org/documents/card/en/c/cc0639en
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Link between climate change and land management/forest resources

18. Climate change and land use are closely interconnected. Land use change and inadequate land management contribute to
climate change by releasing stored carbon and reducing the land’s ability to sequester CO.. At the same time, the IPCC’s
Special Report on Climate and Land notes that: “land degradation affects people and ecosystems throughout the planet and
is both affected by climate change and contributes to it”. The IPCC projects (with high confidence) that “climate change can
exacerbate land degradation through increases in rainfall intensity, flooding, drought frequency and severity, heat stress,
pests and diseases” leading to further land decline.?®

19. “Changes in land conditions from human use or climate change in turn affect regional and global climate (high
confidence). On the global scale, this is driven by changes in emissions or removals of CO,, CH, and N,O by land
(biogeochemical effects) and by changes in the surface albedo (very high confidence)’16. The linkages between land
degradation, climate change, and biodiversity loss are summarized in Figure 2 (below).

Decrossed carbon Y Lond Deciridaticn Loss of fiora and

Figure 1 Feedback loops between land degradation, climate change, and biodiversity loss

20. The interconnection between climate change and land degradation might have a wide range of impacts across the world,
which vary depending on local and regional context. Table 1 below illustrates this link through one example:

Region Country profile

Morocco is highly vulnerable to climate variability and change. Climate and socio-economic environments in semi-arid
areas in Morocco makes communities vulnerable to food insecurity and unstable livelihoods as well as leads to
unsustainable agroecological systems, crop failure, and unproductive rangelands.*’

Climate change affecting land degradation
Climate change can intensify land degradation through increased temperatures, reduced precipitation and desertification.
For example, prolonged droughts may lead to soil erosion and loss of vegetation cover, exacerbating land degradation.

Africa

Land degradation affecting Climate change

Conversely, sustainable land management practices such as overgrazing and improper irrigation contribute to soil
degradation and hinder the land’s ability to adapt to climate change. This mutual influence between climate change and
land degradation poses challenges for Morocco’s agriculture sector and overall ecosystem health.

Source: 15725-WB_Morocco Country Profile-WEB.pdf (worldbank.org)

Table 1 Interconnection between climate change and land degradation - selected NOL country

15 |PCC (2019), Climate Change and Land: an IPCC special report on climate change, desertification, land degradation, sustainable land management, food
security, and greenhouse gas fluxes in terrestrial ecosystems

16 |bid

17 World Bank (2018). Climate Variability, Drought, and Drought Management in Morocco’s Agricultural Sector



https://climateknowledgeportal.worldbank.org/sites/default/files/2021-09/15725-WB_Morocco%20Country%20Profile-WEB.pdf
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Climate trends and impacts

21. The IPCC states (with high to very high confidence) that climate change is exacerbating many land degradation
processes!8, Climate change impacts on land and forests are expected to worsen in the future as temperatures rise and
weather patterns change, increasing the frequency, intensity and/or duration of major climate hazards. Figures 3 and 4

(below) indicate increases in the mean average temperature and change in rainfall pattern in a 1.5 °C mean temperature
increase scenario.

.
Naant Memparaters (1] « Changs (8eg ©)
CNPE - Avnusd (34 modeta) Lo agreeerd

Figure 2 Change in mean maximum temperature in a 1.5°C scenario

Source: IPPC Interactive Atlas

Total precipation (PH) - Change %) Baliust signal

B
Warming 15°C (S5PS-A5) (rel to 1850-1900) Mo thange of no rebust vignal | D C C v
CMING < Arsual (33 modemn)

Conllicting wignal

Figure 3 Change in total precipitation in a 1.5°C scenario

18 |PCC (2019), Climate Change and Land: an IPCC special report on climate change, desertification, land degradation, sustainable land management, food
security, and greenhouse gas fluxes in terrestrial ecosystems
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22. Table 2 below summarizes the extent of land degradation in each of the MSLF2 target countries, as well as the climate
hazards and their contribution to land degradation in the target countries.

Climate related hazards Contribution to land degradation
Country and degraded land area Increased | Changing : . Salinization/
(ha /%) temps [ ey ; Landslides saltwater H
heatwaves intrusion
Costa Rica - 1.62 million ha (32%) . - . . L] . . . -
Cote d'lvoire - 3.78 million ha (11.84%) . . - . - . - .
Ghana - 3.86 million ha (16.65%) . - L] .
Malaysia - 4.94 million ha (15.52%) . . - . . - . . - .
Morocco - 3.58 million ha (5.05%) . - . L] . .
Peru - 10.81 million ha (8.49%) . . - . . - . . .
The Philippines - 14.26 million ha (49.04%) . . - . . L] . . . .

Table 2 - Land degradation and climate hazards, by country

23. The specific climate-adaptive responses to these hazards and drivers of degradation are context specific, and will depend
on the nature of the hazard, the impacts on different food and fiber products and production techniques, and the adaptive
capacity of companies and farmers. MSLF2 increases this capacity and expands the range of climate-adaptive responses
available. MSLF2 supports producers to overcome the barriers to climate action (see Table 4 and 5 below) that would
otherwise impede a low-carbon and climate resilient response.

Contribution of productive land and forest management to adaptation and mitigation outcomes

24. Sustainable and productive land and forest management can contribute to both adaptation and mitigation outcomes by (i)
increasing GHG removals from agroforestry, soils and forested land, and (ii) reducing emissions from forest degradation and
loss due to an expanding agricultural frontier or deforestation, while (iii) increasing the resilience of agriculture and forestry,
and (iv) improving yields, reducing the variability of agricultural production, and diversifying income (for example,
agroforestry with non-timber tree products or crop rotations) for smallholders’ farmers. MSLF2 aims to support sustainable
land management companies to bolster the long-term resilience of small-scale farmers facing climate change and soil
degradation. MSLF2 will support projects employing local and indigenous communities benefiting from additional income
through profit-sharing mechanisms or contractual agreements, fostering sustainable development in those regions.

a) Agriculture plays a role in mitigating climate change by reducing its own contribution to greenhouse gas emissions.
MSLF2 will support agroforestry practices and organic farming able to sequester carbon in soils, reduce emissions
from fertilizer use and enhance overall carbon storage in agricultural landscapes. Sustainable practices not only fortify
soil quality but also contribute to emissions reduction, aligning with IPCC's guidance on mitigating climate impacts

b) MSLF2 will support resilient agriculture projects with the potential to enhance the sector's ability to withstand and
recover from climate-related variations or shocks. This includes measures like drought-resistant crop varieties or
agroforestry model.

Adaptation

25. Adaptation gap in the context of forest and land management: According to WRI, there is a USD 300 billion a year shortfall
in global funding for ecosystem restoration and conservation.® While these measures would not necessarily be solely for
adaptation (many of the benefits are cross-cutting), they provide an order or magnitude estimate of the level of investment
required. UNDRR reaches a similar conclusion in identifying a global financing gap for adaptation and resilience in
developing countries between USD 194-366 billion, “approximately 10-18 times more than current financing flows”.2°

26. Despite the associated adaptation and mitigation benefits, investment in sustainable land management remains a nascent
market, especially when used specifically as a tool for climate adaptation. This is particularly true in developing countries,
where companies seeking equity and debt investment are classified as high risk or unbankable.

Mitigation

19 Roots of Prosperity: the Economics and Finance fo Restoring Land, December 2017. World Resources Institute. https://files.wri.org/d8/s3fs-public/roots-
of-prosperity-exec-summary-english.pdf
2 Guide for Adaptation and Resilience Finance, Standard Chartered, KPMG and UNDRR, April 2024, page 8, https://www.undrr.org/media/95342
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Contribution of the AFOLU sector to global emissions

27. The IPCC Special Report on Climate Change and Land notes that an estimated 23% of total anthropogenic GHG emissions
between 2007-2016 derive from the AFOLU sector.?! As outlined in Table 3 below, the AFOLU sector is a significant
contributor to GHG emissions in the MSLF2 NOL countries.

Estimated AFOLU |Reference
sector contribution |year

Estimated AFOLU Reference
sector contribution year

to national to national
emissions emissions
Costa Rica 20.5%22 2017 Morocco 22.8%%3 2016
3% AFOLU-
Cote d'lvoire 62%24 2019 Malaysia Agriculture, 2019
negative LULUCF
Ghana 54% 2019% Peru 15.2%2%6 2012
The Philippines 13.7%%" 2000

Table 3 Contribution of the AFOLU sector to total GHG emissions in MSLF2 target countries
Barriers to sustainable land management-based adaptation and mitigation

28. In a low-carbon, climate-resilient scenario, agricultural businesses, smallholder farmers and cooperatives, government
agencies and other stakeholders would be able to identify climate challenges and invest the time and human, technical and
financial resources required to shift to more sustainable production systems that are less vulnerable to climate impacts.
Unfortunately, there are multiple interconnected barriers that prevent a spontaneous response. These barriers are
summarized below:

Barrier Interventions to overcome barrier

The MSLF2 will provide a mix of longer-term loans and equity to local producers to help overcome the

1. Local financing institutions financing gap (Output 1.2). Equity is in particularly short supply in most markets and will ensure that
focus on short term loans/ trade [Mirova leaves space for local lenders.

finance, restricting the volume of
capital available for longer term [The LDNF deployment has proven that there is a strong need for patient capital, to finance capex and
sustainable agricultural long-term development of companies operating in the AFOLU sectors. MSLF2 will replicate the same

production investments instruments, offering more flexible terms and conditions (such as grace periods or sculpted repayment
schedules) and longer maturities that what is already available on the market.

The MSLF2 offers both a financial and technical solution to the risk/return mismatch facing the sector.
By mobilizing a junior (“first loss”) tranche of capital with GCF support, MSLF2 will de-risk private
investors (Output 1.1), while allowing a more diversified portfolio that includes higher-impact
opportunities.- In parallel, MSLF2 will deploy, in cooperation with existing delivery partners a Technical
IAssistance which will significantly decrease the risk profile for institutional and private investors.

2. Institutional investors perceive
a risk / return mismatch for
sustainable agricultural and

forestry investments . . . - . .
MSLF?2 replicates the same structure as LDNF, which has proven its ability to attract private mainstream

investors. Based on our discussions with such investors, risk perception for investment in emerging
countries for the sectors targeted by MSLF2 is still very high and a strong junior protection is required.
However, based on LDNF successful track record, the objective is to slightly reduce the junior tranche

2L |IPCC Special Report on Climate Change and Land: Summary for Policymakers, page 8.
https://www.ipcc.ch/site/assets/uploads/sites/4/2022/11/SRCCL_SPM.pdf

22 https://www.fao.org/in-action/enteric-methane/news-and-events/news-detail/costa-rica-s-breakthrough--improving-methane-emission-quantification-in-the-
livestock-sector/en#:~:text=Livestock%20plays%20an%20important%20role,to%20enteric%20fermentation%200f%20ruminants.

= https://unfcce.int/sites/default/files/resource/tasr2020_MAR.pdf

24 World Bank (2023), Cote d'lvoire — Country Climate and Development Report

25 Ghana’s Fourth National Greenhouse Gas Inventory Report (2019) https://unfccc.int/sites/default/files/resource/gh_nir4_rev_0.pdf

26 Ministry of Environment Peru, Third National Communication of Peru to the UNFCCC
2727 The Philippines’ Total GHG Emissions Reached 204.33 Teragrams of Carbon Dioxide Equivalent in 2020 (July 9, 2024)
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compared to LDNF. Launching a second vintage fund, with proven processes and an experienced team
is a strong advantage to attract institutional and private investors.

3. Difficulty or inability of farmers
to access and apply information
on climate change adaptation
and benefits of sustainable
agricultural and forestry
production systems.

MSLF2, in cooperation with existing Technical Assistance (TA) providers will offer a menu of capacity
building activities, ranging from mobilizing subject matter expertise to improve agronomy practices in
accordance with identified localized climate change impacts, to assistance in developing and monitoring
project impact, to improving administrative and financial literacy (Output 2.1). To sustain this enhanced
capacity over the longer-term, Mirova will partner with an impact enhancement facility to support
investees with the assessment, implementation and monitoring of chosen practices resulting in GHG
emissions reduction, removals, sequestration, and the delivery of adaptation, gender, social and
environmental benefits (Output 2.2).

These TA activities are in line with the ones implemented for the LDNF and which have proven their
efficiency to facilitate the adaptation of sustainable practices.

4. Gender inequities present
obstacles and reduce incentives
to investment in sustainable
agriculture and forestry

In September 2022, the LDNF Fund pledged to the 2X Global Criteria with the objective of leveraging
this unique global network to engage in peer learning and knowledge exchange on practical insights and
good practice, and benefit from co-investing and co-financing opportunities.

Based on the learnings from the previous fund, the MSLF2 will maintain a similar approach and high
commitment to gender equality by tracking the gender responsiveness of each investment and their
alignment with 2X Challenge criteria. The MSLF2 Gender Action Plan describes the Fund’s approach to
mainstreaming gender considerations at Fund and investee level to achieve transformational change.

5. Information gaps and
transaction costs limit traceability
and hinder the ability of global
supply chains buyers to engage
with producers in areas at high-
risk of deforestation and land
degradation.

The MSLF2 aims to target not only producers, but also actors involved in the transformation of
agricultural products. The MSLF2 will help increase traceability and enhance the ability of producers to
engage with global supply chains buyers who need to comply with climate-focused regulations (Outputs
2.1 and 2.2). MSLF2 will facilitate the certification to standards such as Rainforest Alliance and
Fairtrade, and provide advisory services for compliance with national and international laws and
regulations (Output 2.1).

For some LDNF investments, international sales for agricultural or timber products were low due to a
lack of long-term off-take agreements caused by insufficient traceability as well as market price volatility.
'To remedy this, dedicated support will be provided by the TAF to support developing agricultural or
forestry companies comply with internationally recognized standards and certifications, as well as
market and import regulations. Mirova has also developed partnerships with major supply chain buyers
and certification bodies which expand MSLF2 sourcing of opportunities.

Table 4 Programme-Ilevel barrier analysis

29. Table 5 below summarizes

the results of Mirova’s country level barrier analysis. The results indicate that where data is

available, nearly every NOL country experiences most or all of the indicated barriers to adaptation and mitigation in the

sustainable land and forest

management sector. Please see Annex 2 for more detailed country-level analyses that provide

evidence for the barriers facing actors in the MSLF2 target countries. Because MSLF2 is a private sector-focused

investment fund, the exact

locations of the projects/businesses the fund invests in will be determined during the

implementation of the programme. The nature of the barriers is context-specific and likley to vary at sub-national level. A
more targeted barrier analysis will form part of the investment screening process for each prospective investment

opportunity.
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Country Financial Barrier Short tenors | Financial Barrier: Technicalfinformation Barrier: Gender Barrier: Market Barrier: Information
from local finance providers Riskfreturn mismatch for information on climate adaptation Inequitable access gaps and transaction costs for
institutional investors and SLM supply chain traceability

Costa Rica . No data . . .
Cote d'lvoire . - - - .
Ghana . No data . . .
Malaysia No data No data - - .
Morocco . . . . .
Peru No data No data - - .
The Philippines . . - - .
COUNT 5 3 7 7 7

Table 5 Summary of country-level barrier analysis (Source: Mirova)

30. MSLF?2 is a private sector-focused investment fund and therefore the exact locations of the projects/businesses the fund
invests in will be determined during the implementation phase. Given the context-specific nature of the barriers, which are
likely to vary at national or sub-national level, MSLF2 will specifically target investments where there is a need and
opportunity to address these types of barriers to climate action in the AFOLU sector. A more targeted barrier analysis will be
undertaken during the investment screening process for each prospective investment opportunity.

Mirova’s experience with the Land Degradation Neutrality Fund

31. The design of MSLF2 is directly informed by Mirova’s successful experience and track record with the Land Degradation
Neutrality Fund (LDNF). In 2018 Mirova launched LDNF, a first-of-its kind impact investment fund that invests in profit-
generating sustainable land use and ecosystem restoration projects in developing countries. The LDN Fund provides long-
term financing (debt/equity) for sustainable land use projects that reduce or reverse land degradation, mostly in the field of
sustainable agriculture and forestry. It targets positive impacts in terms of climate, biodiversity, fights against poverty and
promotes gender equality.

32. The LDNF employs a layered structure, leveraging public money to increase private sector investment in sustainable
development. The final size of the LDNF reached USD 208 million, with more than 60% of total commitment coming from
private institutional investors. The LDN Fund has supported land restoration projects and programmes by investing in 13
business (across 14 emerging and developing countries) and has provided innovative solutions to address the critical issue
of land degradation and climate change. A “test-and-learn” approach and continuous improvement have been applied to the
deployment of the fund.

33. As of 2023, approximately 100,000 people (male and female) had directly benefitted from seven investments involving
smallholder farmers, and the LDN had resulted in 9.5 MtCO2e in GHG removals (please see Annex 22 for details on
Mirova’s GHG calculation methodology for LDN and MSLF2 and Annex 23 for the beneficiary calculation methodology).

34. Mirova will apply lessons learned and best practices from the LDN Fund to the design and implementation of MSLF2.

Contribution to national climate plans and strategies

MSLF2 supports countries to achieve their climate mitigation and adaptation objectives in the AFOLU sector. Appendix 1.6 of
Annex 2 — Feasibility Study details the MSLF2’s alignment with national climate and sectoral policy frameworks and regulations
for each of the 7 target countries. This in-depth analysis includes the programme’s contribution to individual GCF Country
Programmes as applicable, and contribution to targets key mitigation and adaptation tools such as Nationally Determined
Contributions (NDCs) and National Adaptation Plans and Plans of Action (NAPsS/NAPAS).

Country Thematic alignment with Thematic alignment with NAP/ Thematic alignment with Thematic alignment with GCF
NDCs NAPA REDD+ Strategy Country Program
. . . TBC

Costa Rica

Cote d'lvoire . . - TBC
Ghana . . . TBC
Malaysia . . . TBC
Morocco - . TBC TBC
Peru - . - TBC

The Philippines - TBC . -
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Table 6 Alignment with national climate plans and strategies

B.2 (a). Theory of change narrative and diagram (max. 1500 words, approximately 3 pages plus diagram)

35.

36.

37.

38.

The Theory of Change for the MSLF2 describes the causal linkages between the proposed activities as described above,
the expected results and the ultimate climate-related goals of the programme. The theory of change is reflected in the
programme’s logical framework, presented in Section E of the funding proposal. The goal statement for the programme’s
Theory of Change reads as follows: “IF the Mirova Sustainable Land Fund Il (MSLF2) supports companies focused
on food and fiber production in the AFOLU sector to adopt sustainable land management practices, THEN
agrifood and fiber value chains in target countries will generate positive climate mitigation and adaptation
impacts, BECAUSE private sector investors will have a commercially profitable investment model that answers
increasing demand while preserving and restoring land and biodiversity, and enhancing community livelihoods.”
The Theory of Change identifies multiple barriers to the adoption of SLM practices, namely financial barriers affecting local
finance providers and international investment institutions, technical and knowledge barriers hindering adoption of SLM
practices by national stakeholders, and information barriers that restrict access to markets for sustainable products from
regions threatened by deforestation and land and forest degradation. The programme delivers a package of activities
aimed at:
e establishing the investment facility,
e fundraising and identifying investment prospects,
e disbursing patient capital to companies operating in the AFOLU sector that clear due diligence,
o facilitating Technical Assistance (TA) to make companies engaged in SLM activities more “bankable” to MSLF2 and
other investors, and
e providing support to enhance the climate and sustainability impact of target companies, generate knowledge and
build communities of practice.
These activity packages will result in four tangible programme outputs linked to the successful performance of the activities
during the implementation period: (a) the establishment and closing of the scalable fund vehicle, (b) the disbursement via
the investment facility of capital to projects delivering mitigation and adaptation benefits in the AFOLU sector, (c) the
creation of a pool of companies qualified and ready to receive investment, and (d) companies supported to deliver and
track mitigation, adaptation and broader sustainability impacts. For example, Mirova could identify a company looking to
make the transition from traditional to shade-grown (agroforestry) coffee production. The switch to shade grown coffee
could reduce the impacts of changing temperature and rainfall patterns on the coffee crop, and simultaneously increase
carbon sequestration. After the potential investee clears due diligence, Mirova would provide investment via the MSLF2
investment facility and technical assistance via the TA facility to support this transition. The Mirova TA Facility also would
provide support to improve the producer’s access to markets that are willing to pay a premium for sustainably produced
coffee. This technical and market access assistance would be overlaid with support to deliver gender, social and
environmental co-benefits, and to track and report the project’s climate impact. These outputs will combine to form a
virtuous cycle that supports two transformational outcomes:
¢ Increased GHG sequestration as a result of de-risked investments in sustainable forest management and
regenerative agriculture; and
¢ Increased climate resilience of MSLF2 companies, participating communities and ecosystems via the
agroecological transformation of food and fiber value chains.
An intermediate outcome is the mobilization of finance at scale to facilitate the achievement of the transformational climate
outcomes. It is envisaged that the programme activities will yield multiple co-benefits, namely: improved biodiversity via the
conservation of 20,000 hectares of ecosystem, socio-economic benefits from contracting 10,000 direct workers, and
gender benefits via the Fund’s alignment with the 2024 2X criteriaZ2s.

Error! Reference source not found. below illustrates the Theory of Change for the MSLF2 programme.

28 https://www.2xchallenge.org/criteria
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IF the Mirova Sustainzble Land Fund Il (MSLF2) supports companies focused on commodity
production in the AFOLL sector to adopt sustainable land management practices, THEN
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*  With sufficient de-rizking, private investors will be willing to invest in low-emission and
climate reszilient agriculture and forestry

*  Policy makers maintain and enhance commitments to support sustzinzble land managemsnt

*  Policy & regulatory framewarks conducive to transformative 3LM practices

* Technical azsistance and the creation of knowledge products will lead to expansion and
replication of sustainable business models for food and fiber companies in developing
countries

39. Figure 4 MSLF2 Theory of change

B.2 (b).

Outcome mapping to GCF results areas and co-benefit categorization

Fill in the GCF results area table below to map each project/programme outcome identified in section B.2(a) to the contributing GCF results
area(s) by referring to the description of eight results areas provided in the guidance note.

Outcome
number

GCF Mitigation Results Area (MRA 1-4)

GCF Adaptation Results Area (ARA 1-4)

MRA 1

MRA 2

Low-emission

transport

MRA 3 MRA 4 ARA 1 ARA 2 ARA 3 ARA 4
Forestry and Most
land use vulnerable
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Energy Building, citiies, people and | Health, well- | Infrastructure | Ecosystems
generation and industries, communities |pbeing, food and| and built  |and ecosystem
access appliances water security | environment services
Outcome 1 O O O O O
Outcome 2 O O O O O
Outcome 3 O O O O O O O O
Outcome 4 O O O O O O O O
Outcome ... | Il O O O O O O
Outcome ... | Il O O O O O O

If any co-benefits have been identified in section B.2(a), fill in the Co-benefit table below to map each co-benefit to the corresponding category

as defined in the FP guidance note.

Co-benefit et
number Environmental Social Economic Gender Adaptation Mitigation
Co-benefit 1 O O O O O
Co-benefit 2 O O O O O
Co-benefit ... | O O O O
Co-benefit ... ] O O O O O

B.3. Project/programme description (max. 2500 words, approximately 5 pages)

Geographic focus

40.

41.

The MSLF2 leverages GCF resources to crowd-in large-scale investment from private and public commercial sources to
tackle climate change in the sustainable land management sector by supporting companies that contribute to both
adaptation and mitigation outcomes. The fund was designed based on lessons learned from the LDNF, which found that it
is possible to create an overarching framework that mobilizes private capital at scale for climate action, while still allowing
customized and context-specific responses to the climate-related land degradation challenges facing companies in
participating countries. MSLF2 will target investments in 7 countries, each of which has its own unique vulnerabilities to
climate change (see Table 2 above),and suffers from the impacts of land degradation. The fund anticipates investment in
the following countries: Costa Rica, Cote d’lvoire, Ghana, Malaysia, Morocco, Peru and The Philippines. The
selection of participating countries for MSLF2 has been based on the following criteria:

Climate-related land degradation challenges facing the country (see Table 2 above);

Existing track-record of Mirova in the country: Prior experience through direct investment or technical assistance from the
LDN Fund has been considered. Please refer to Table 8 below for more information;

Depth of pipeline opportunities: Countries with a strong pipeline of potential sustainable investment opportunities in sectors
targeted by MSLF2 have been prioritized. This assessment has been based both on the number of opportunities analyzed
to date (see Table 8 below) and the analysis of the supply chains for key products (see Table 9) below;

Country risk and business environment: MSLF2 is limited to investing in DAC-list countries, and those with higher levels of
perceived political and economic risk have been excluded from consideration. This exclusion aims to ensure a stable and
favorable business environment for investment, which is crucial for attracting private investors;

Relevance of the MSLF2 financing offer to address financial, technical and other barriers to sustainable land use practices
(refer to Table 5 above);

Alignment of the MSLF2 investment strategy with existing national climate policies (refer to Table 6 above). This alignment
is essential to ensure support from the country and operate within a positive environment.

These criteria have been carefully considered to ensure that MSLF2 can effectively and responsibly allocate GCF and
other investor resources to countries where they can make a meaningful and positive impact. By targeting countries with a
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strong track record, robust pipeline opportunities, and a supportive environment, MSLF2 aims to maximize its potential for
sustainable development and positive change.

. Investments
DAC list and through the LDN
supportive Importance of the Direct LDN Fund Te%hnical Existing Mirova
business agriculture sector (2) investments (3) . - engagement (5)
; Assistance Facility
environment (1) (4)
Costa Rica Yes Medium Medium
Cote d'lvoire Yes High Yes High
Ghana Yes High Yes Yes High
Malaysia Yes Medium Medium
Morocco Yes Medium Yes Yes Medium
Peru Yes Medium Yes Yes High
Philippines Yes Medium Yes Yes Medium

Table 7 - Mirova track record in target countries

42.

43.

44,

In the above table:
1) “DAC list” is the DAC list for ODA recipients. Business environment assessment is based on Natixis internal ratings
and third-party ratings such as Coface
2) Importance of the agricultural sector in the country’s economy (both in terms of employment and GDP contribution).
Refer to Table 17 for details
3) Countries with existing LDN Fund investments
4) Countries with existing investments of the LDN Fund Technical Assistance Facility
5) Level of engagement is based on the number of investment opportunities that have been identified in the country to
date
The Feasibility Study (Annex 2) provides country-specific background information related to MSLF2 as follows:
) Climate trends and projections in target countries (Appendix 1.1)
) State of deforestation in each country (Appendix 1.2)
e  State of land degradation and desertification (Appendix 1.3)
) Analysis of agricultural sector and key value chains (Appendix 1.4)
e  Socioeconomic overview (Appendix 1.5)
) MSLF2 alignment with national climate policies and strategies including NDCs (Appendix 1.6)
o MSLF2 complementarity and coherence with other projects and programmes (Appendix 1.7)
The MSLF2 investment geographic focus strikes a balance between the need (i) to have a deeper understanding of the
markets and trends, (ii) to concentrate resources within Mirova’s origination networks to identify the best projects, (iii) to
diversify the risk across the portfolio from an economic and regulatory standpoint and (iv) the mitigation and adaptation
financing needs in the land use sector of the target country.

Programme description

45,

46.

MSLF2 drives climate action along multiple paradigm-shifting pathways in the agriculture, forestry and land use (AFOLU)
sector. MSLF2 invests in companies that are concerned with sustainable production in this sector. Targeted subsectors
include: (1) planted forests to meet growing demand for timber, (2) agroforestry including annual tree crops with a focus on
agroforestry practices, and regenerative agriculture. It is anticipated that sustainable forestry will comprise 40% of the total
fund value, and regenerative agriculture (including agroforestry) will account for 60% of the total fund value of MSLF2.
Forest protection and sustainable agriculture and land management are central elements of the Paris Agreement due to
the significant stores of carbon in these landscapes and the potential to enhance carbon uptake via restoration activities.
The proposed programme recognizes the linkages between (1) forestry and land use and (2) ecosystems and ecosystem
services. Programme activities will help to halt and reverse the vicious cycle of increasing emissions and reduced adaptive
capacity that results from forest and land degradation and create instead a virtuous cycle of increased carbon
sequestration and storage, increased adaptive capacity and improved economic outcomes for stakeholders in developing
countries. Halting the loss and degradation of natural systems and promoting restoration has the potential to contribute to
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47.

48.

49.

50.

51.

52.

53.

54.

55.

a third of total climate change mitigation required by 2030. The restoration of 350 million hectares of degraded land, as per
the objective of the Bonn Challenge, could sequester up to 1.7 gigatonnes of CO2e annually?®.

The detailed design of MSLF2 is directly informed by the successes and lessons learned from LDNF. Key lessons learned
include:

Geographic scope: the ability to maintain focus across 10-15+ emerging countries requires a strong network of local
partners and enhanced regional presence via local offices

Geographic scope: investment in high-risk countries (regulatory/operational risks and low liquidity) requires a portfolio that
is diversified also into low-risk emerging countries, a sizeable junior tranche, and a focus on debt transactions in higher-
risk countries

Fund positioning: sustainable agriculture/forestry is a young asset class that still requires derisking through diversification
and a conservative and seasoned approach to assessing an opportunity

Underlying assets: investing in processing industries with adequate traceability can also be a strong driver to disseminate
good agricultural practices

Counterparties/sponsors: long-term offtake agreements constitute a significant mitigant to market volatility, Mirova is
strengthening its network with major corporates of AFOLU/FLAG sectors

Team set up: recruitment of a dedicated portfolio manager and strengthening Mirova’s local offices in Nairobi, Singapore
and Latin America will enable better monitoring and management of assets.

The MSLF2 programme is comprised of two main components. Component 1 focuses on the scale-up and
operationalisation of the investment vehicle, including disbursement of capital to a selected pipeline of investees. The
investment vehicle will secure co-financing and invest directly in emerging economy businesses that adopt sustainable
land management and regenerative agriculture practices such as agroforestry, reforestation, and soil conservation.
Component 2 focuses on the provision of TA for investment readiness and ongoing support to enhance the climate,
environmental and social impact of portfolio companies. Activities under Component 2 will run in parallel to Component 1.
These activities will leverage the resources and capabilities of existing delivery partners and will also include the
establishment and operationalisation of a Mirova-managed TAF.

Component 1 — MSLF2 Investment Facility [GCF EUR 70M (USD 74M equivalent?), Cofinance EUR 280M (USD 297M
equivalent31))]

Outcome 1: Finance is mobilized at scale through blended finance structures, enabling the scale up of commercial
models for sustainable agriculture, land management, and forestry.

56.

57.

58.

Component 1 involves the mobilization and deployment of finance for sustainable land use practices. Component 1
employs GCF resources to successfully mobilize finance at scale to transform forest and land use activities in target
countries. The activities undertaken under Component 1 will result in two outputs that are presented in sequence, although
practically the activities are implemented in continuity. Mirova will build on the experience, lessons learned and contacts in
natural capital investments developed under the Land Degradation Neutrality Fund.

By providing significant catalytic financing, the GCF will allow MSLF2 to mobilize more private capital at the fund level.
Fundraising success can vary based on prevailing macroeconomic conditions and other factors. The target size of the
MSLF2 capital is EUR 350 million (USD 371 million)®? including a target EUR 70 million (USD 74 million33) of financing
from the GCF.

The MSLF2 is mandated to invest in businesses that are committed to the adoption of sustainable land management
practices such as agroforestry, reforestation, and soil conservation projects and programmes. The MSLF2 will contribute
to global mitigation and adaptation targets — with expected mitigation benefits of 24.5 MtCOze, 150,000 ha of land under
sustainable land practices, and 90,000 direct beneficiaries with enhanced adaptive capacity over the lifetime of the fund.
It is anticipated that ¢.70% of these impacts will be in countries where NOL have been obtained34. This means that in GCF
countries expected mitigation benefits are 17.2 MtCOze, 105,000 ha of land under sustainable land practices, and 63,000
direct beneficiaries with enhanced adaptive capacity over the lifetime of the fund.

2 https://iucn.org/resources/issues-brief/forests-and-climate-change

30 EUR/USD: 1.06

81 EUR/USD: 1.06

%2 EUR/USD: 1.06

33 EUR/USD: 1.06

34 The remaining ¢.30% countries were selected using the same country selection criteria as described above. The same investment criteria and
environmental and social standards will apply to investments in these countries.
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Output 1.1 — Scalable fund established and capital mobilized EUR 1 million (USD 1.06 million)

59.

60.

Output 1.1 sees the scale-up of the MSLF2 fund vehicle to allow investment by the GCF as well as private investors and
development finance institutions where appropriate. This funding, particularly from institutional investors such as pension
funds and insurance companies, strategic corporates and family offices will enable the MSLF2 to operate at scale and is a
precondition to the achievement of the Fund’s climate objectives.

Output 1.1 will be delivered through the following activities:

Activity 1.1.1 — Fundraise investment vehicle at scale

61.

62.

63.

The MSLF2 investment vehicle has been established in 2024. Following an initial closing, Mirova’s objective is to raise
significant additional capital for the Junior and Senior Shares of the Fund. The GCF will play a catalytic role in the scale up
of the Fund as it will subscribe for EUR 70 million (USD 74 M?36) mostly as a junior investor. The MSLF2 has a target fund
size of EUR 350 million (USD 37137 M) (including both the GCF investment and co-financing).

Mirova promotes the MSLF2 to large private and public investors via its website, investor roadshows and other outreach
activities. These activities ensure private sector actors are aware of the Fund, understand its objectives. The aim is for
investors to view the MSLF2 correctly as a viable investment opportunity that (a) provides exposure to emerging markets
and supply chains that are otherwise challenging to access, (b) has a positive environmental impact and (c) provides
opportunity for strong financial returns over the medium term. Investment from the GCF builds credibility, lowers risk
perceptions, acts as a catalyst to unlock additional co-investment and derisks these private investments. Mirova’s existing
LDN Fund has opened the door to conversations with a range of private and public investors. The LDNF has further
strengthened Mirova’s track record in the natural resource investment space and served as a proof-of-concept that allows
Mirova to fundraise for the MSLF2 at a larger scale.

For each new investor, Mirova will engage in thorough due diligence to ensure AML/CFT compliance and alignment with
investment objectives. Mirova will negotiate terms and conditions and execute the relevant investment agreement. Inflows
into the scalable investment vehicle will be tracked and documented in the audited annual financial accounts for the
MSLF2.

Output 1.2 — Fund capital disbursed to projects delivering mitigation and adaptation benefits EUR 349 million (USD 370
million38)

64.

65.

66.

67.

Activities under Output 1.2. will deploy investor funds to projects and companies with potential to generate climate
adaptation and mitigation outcomes through sustainable forestry and regenerative agriculture practices. These activities
will be implemented in parallel with activities under Output 2.1. relating to investment readiness and technical assistance
for impact enhancement. The TA support will help improve the bankability of pipeline companies and ensure that they can
deliver the expected climate, environmental, social and other benefits.

MSLF2 is only able to invest in countries on the Development Assistance Committee (DAC) list of official development
assistance (ODA) recipients. MSLF2 is targeting 17 countries, out of which 7 (NOL) countries will be eligible for GCF
investments. The target is to have ¢.70% of MSLF2 investments in GCF eligible/NOL countries. GCF funds will be
ringfenced to countries where NOL have been obtained through a specific legal structuring (GCF funds could be
segregated in a dedicated compartment).

MSLF2 will target investments in small and medium-size privately-owned companies that combine operational robustness
and strong environmental and social impacts. They can be working with a large network of small-scale farmers (from a few
hundreds to several thousands). This is especially true for some value chains like cocoa, coffee or tree nuts. In such cases
the MSLF2 investee companies will proceed through contract farming, supporting the farmers to implement sustainable
practices (such as agroforestry), then collect, process and export the final product to customers. Most of these companies
are aiming to integrate the full value chain, from primary production to final marketing and sale of their products, including
processing and transformation activities. This allows them to retain more added value at the local level while ensuring full
traceability.

Companies targeted by MSLF2 will derive the majority of their revenues from the sale of agricultural and forestry products
but some companies might have additional revenues related to carbon credit sales on the voluntary market. Volume of

% EUR/USD: 1.06
% EUR/USD: 1.06
87 EUR/USD: 1.06
% EUR/USD: 1.06
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68.

69.

70.

71.
72.

73.

74.

75.

76.

77.
78.

79.

emissions reductions related to the sale of such carbon credits will be capped at 20% of the overall fund’s impact and
deducted from the impacts reported to the GCF.

Such companies have usually completed a successful first development phase and are starting to generate revenues but
have not yet achieved full profitability. They are therefore struggling to finance the expansion of their activities and cannot
access funding from commercial local banks. MSLF2 has been designed to address this funding gap and to support the
development of such companies by providing the right financial instrument.

Mirova anticipates that ticket sizes for investments made through MSLF2 will be in the range of EUR 10 — EUR 20 million,
with average investment tenors of between 7-9 years. This a much longer tenor than what is usually available on local
financial markets. Such maturity is needed to accompany the transition/expansion of production practices, as several
years are needed to get the first harvest for perennial crops. The fund will have the flexibility to invest using debt, equity,
and mezzanine instruments. The choice of instrument will depend on the cashflow profile of the company and its
repayment capacity.

Assessment of climate impact potential and other environmental and social impacts of the investment forms a distinct and
important element of the investment process. Full details on the evaluation process and criteria for investees of MSLF2 are
detailed in Annex 6 (ESG and Impact Framework). In summary, MSLF2 investments will be evaluated using the following
impact criteria to qualify under each key impact areas (in bold) and co-benefits:

e Sustainable Land Use: implementation of sustainable forestry practices, regenerative agriculture or agro-
ecological practices; positive improvement in land cover and productivity; significant reduction of the deforestation
pressure.

¢ Climate Mitigation: carbon sequestration through the above-mentioned improved farming and forestry practices;
reduction of value chains’ direct and indirect carbon footprints; switch to renewable energy use and energy
efficiency.

o Climate Adaptation: promoting climate-resilient farming methods such as crop diversification, heat- and drought-
resistant crops, water saving irrigation methods, increase in smallholders' productivity and income, etc.

e Biodiversity: maintaining natural vegetation cover/conservation area on at least 10% of the agriculture land and
20% of the forestry area.

e Social: adherence to good labor and working conditions, and progress towards workers’ living wage assessment.

e Gender: commitment to progress towards the 2X certification.

Companies that qualify for MSLF2 investment must also meet the following criteria:

Compliance with national environmental, social and labour laws and regulations.

Compliance with the Fund-level ESG policy and all issue-specific policies aligned with Category B / 1-2 E&S risk

category, including those related to Indigenous Peoples (see Annex 6 Environmental and Social Safeguards for more
information).

Meet the criteria of internationally recognized sustainability standards (such as the IFC Social and Environmental
Standards.

Funding from MSLF2 can play a catalytic role to attract other investors, either at the same time than investment or afterwards,
by supporting the investee to find additional financing. Investment from MSLF2 may either be provided at the same time as
other investors, or on its own for a given funding round. Either way, investment from MSLF2 is expected to represent less
than 50% of the total project costs.

lllustrative funding allocations for each MSLF2 country are provided in Annex 17. Please note that these figures are
indicative only. MSLF2 is a commercial investment vehicle and the ultimate funding totals allocated to each country will
depend upon:

The Fund’s ability to identify a sufficient pipeline of bankable businesses that meet the investment criteria for MSLF2 and
pass Mirova’s comprehensive due diligence process; and

Mirova being able to achieve a target fund size of at least EUR 350 million (USD 371 million39).

The potential investment pipeline will comprise high-impact SMEs identified through TA delivery partners’ candidate pools
and through Mirova’s own deal sourcing and identification processes. Deal sourcing, identification and due diligence
processes are described below under Output 1.2, while TA support to investees is described under Component 2 further
below.

MSLF2 is open to investment in a wide range of agricultural products. This broad focus gives the fund the flexibility to tailor
interventions to the priority value chains in different countries, and to select companies with greatest potential for adopting

% EUR/USD: 1.06
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transformative practices. Investment opportunities must be land-based projects that deliver on the following results and
impact areas:

Sustainable agriculture Sustainable forestry

e Alignment with regenerative agriculture objectives
(improving soil health and fertility, enhancing water
retention and carbon sequestration, and resilient
farming practices

e Application of agroforestry (shade trees,
intercropping, wind breaks etc.) and conservation
agriculture practices (minimal soil disturbance etc.)

e Enhanced climate resilience of agricultural land
(reduced soil erosion, increased soil organic carbon,
improved water management etc.)

e Alignment with certified agricultural practices such as
Rainforest Alliance, Global G.A.P, Sustainable
Program for Irrigation and Groundwater etc.

e Alignment with sustainable forest management
certification (FSC Forest Management)

e Planted (i) with a landscape level mosaic approach
by interspersing with other land-use types, such as
non-timber agriculture, conservation areas, and buffer
zones, (ii) on degraded lands, and (i) with at least
20% set aside for conservation

e  Strong potential of climate mitigation

e Forest management plan for at least 10 years

Table 8 Targeted criteria for agriculture and forestry investments

80.

MSLF2 will typically target perennial crops and agroforestry, and the following value chains are likely to present potential
investment opportunities across most of the countries targeted by MSLF2: coffee; cocoa; timber; and nuts. Additionally,
MSLF2 may also invest in agricultural products such as avocados, citrus fruits, mangos, and rubber. The exact value
chains that MSLF2 will invest in will vary from country to country and will ultimately depend on Mirova’s ability to identify
investable opportunities that meet the eligibility criteria and due diligence process of the fund.

Output 1.2 results will be delivered through the following activities:
Activity 1.2.1 — Identify portfolio companies

81.

82.

83.

84.

In parallel with the establishment and capitalization of the MSLF2, Mirova will develop the Fund’s investment pipeline.
Mirova has an existing active pipeline of potential projects. These projects are ready to go through the MSLF2 investment
due diligence process and if successful would become the first investments of MSLF2.

Mirova’s deal sourcing and identification team is supported by a strong network of partners and is well connected to actors
throughout the natural capital ecosystem in target countries. The investment pipeline for the MSLF2 will be developed
through four sourcing channels (i) Mirova’s investment team network, (ii) Natixis group network, (iiij) Public and non-profit
partners, (iv) Supply chain actors and offtakers.

These four channels demonstrate only some of the ways that Mirova will work collaboratively to maximise the efficiency
and impact of MSLF2 capital deployment. Mirova has established strategic partnerships with various entities and
associations that have direct relevance to the work of the Natural Capital Investment team. These relationships will
facilitate project sourcing and fundraising and provide a source of advice and expertise.

As highlighted in Table 9 (below), the types of products that MSLF2 will invest in are significant contributors to agricultural
production in MSLF2 target countries, and — based on traditional production models — are: having considerable impacts on
land degradation and/or forest loss; and/or vulnerable to current or projected future impacts of climate change.
Furthermore, several of these products (coffee, cocoa, rubber, and timber) are covered by supply chain traceability
requirements followed by large buyers. These requirements are likely to increase demand for products which are
sustainably produced.

Coffee Costa Rica; Cote | ¢  Coffee production is altering rainforest e Coffee production with appropriate

d'lvoire ; Peru. ecosystems which negatively affect plant agroforestry can significantly enhance
and animal species living within. carbon sequestration (particularly when
Worldwide, the use of monocrop coffee conducted on degraded land)*3, as well as
reduce pressure on existing forest.**

43 Justine et al, 2019; Zaro et al, 2020; Goncalves et al, 2021
44 Nijmeijer et al, 2019; Fitch et al, 2022
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production is leading to deforestation, e Climate-adapted production systems — with
soil erosion, and water pollution. appropriate geography, agroforestry and
Demand for coffee has doubled in the management systems — can maintain
past three decades, if current trends coffee output in the face of adverse climate
continue, global consumption is change.*®
expected to double again to 6bn cups of
coffee every day by 20504°,
Climate change is forecast to modify the Mirova has experience investing in agroforestry
landscape of coffee growing regions, coffee production — including in several MSLF2
potentially leading to a reduction by half | countries - through the LDN Fund.
of the global area suitable for coffee
production by 205042,
Analysis of climate factors such as
temperature, rainfall and humidity in the
top 12 coffee-producing countries
globally between 1980 and 2020, has
found that the frequency of “climate
hazards” — suboptimal growing
conditions due to extremes such as high
temperatures — had increased in every
region during that period. The study also
found that rising temperatures in the
tropics would lead to lower coffee yields
and higher prices*?.
Cocoa Céte d'lvoire; The cocoa industry is a major driver of e Cocoa can be grown in ways that promote
Ghana; Peru. deforestation, loss of critical wildlife biodiversity and support healthy
habitat, and human rights abuses ecosystems. For wildlife, the best cocoa
around the world — particularly in West comes from shade-
Africa — but also in Latin America and grown agroforestry. Agroforestry entails
Southeast Asia. planting cocoa in and among diverse trees
Demand for cocoa is leading to the and crops. Environmental benefits of this
destruction of protected forests in west practice include carbon sequestration, soil
Africa. Research has found that cocoa health, nitrogen fixation, water regulation,
production was linked to 360,000 of a erosion control, microclimate control, and
total 962,000 hectares (37.4%) of the increased biodiversity. Agroforestry cocoa
deforestation since 2000 of protected systems can help farmers as well, by
areas in Cote d’lvoire, and 26,000 out of facilitating income diversification and
a total 193,000 hectares (13.5%) of the improving food security*’.
deforestation of similar areas
in Ghana“t.
Mirova has experience investing in agroforestry
cacao production — including in several MSLF2
countries - through the LDN Fund.
Nuts Examples based Vietnam, India, Cote d’'lvoire and Benin e A study on cashew production in

on several
common varieties
of nut:

Almonds:
Morocco

Cashews: Cote
d'lvoire; Ghana

are responsible for 73% of global
cashew production. A study found that
growing range of cashews will undergo
significant shifts under even moderate
warming scenarios by 2050. The study
also concluded that the area of land
“most suitable” for crop-growing in many
of the major producing countries will
largely shrink in the coming decades*.

Mozambique found that when planted
mainly in agroforestry systems, with
intercropping, cashew trees can
substantially reduce GHG emissions
through carbon sequestration while
providing income to farmers*°.

Cashews have also been found to be a
viable species within agroforestry projects

40 Financial Times (16" August 2023), Have we reached peak coffee?

41 https://www.theguardian.com/environment/2016/aug/29/climate-change-predicted-to-halve-coffee-growing-area-that-supports-120m-people
42 The Guardian (March 2023), Rising temperatures in tropics to lead to lower coffee yields and higher prices, study suggests

45 Kumar et al, 2018; Mulinde et al, 2019

46 The Guardian (23 May 2023). Cocoa planting is destroying protected forests in west Africa, study finds

47 https://international.nwf.org/cocoa-and-deforestation/#:~:text=The%20coc0a%20industry%20is%20a,Latin%20America%20and%20Southeast%20Asia.

48 Carbon Brief (January 2022), Coffee, cashew and avocado growers will be ‘seriously affected’ by climate change

“nttps://www.forestcarbonpartnership.org/cashew#:~:text=Planted%20mainly%20in%20agroforestry%20systems,while%20providing%20income%20t0%20f

armers.



https://groupebpce.sharepoint.com/Users/charlie/Downloads/Available%20at:%20https:/ig.ft.com/coffee#:~:text=Coffee%20consumption%20has%20almost%20doubled%20in%20three%20decades&text=If%20current%20trends%20continue%2C%20global,cent%20more%20coffee%20by%202030.
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Peanuts: Ghana for land restoration in dryland regions in
West Africa®.

Mirova has experience investing in agroforestry

nut production — including in several MSLF2

countries - through the LDN Fund.

Timber Malaysia e Between 2001 — 2015 forestry was the Sustainable timber production can provide the
second highest driver of deforestation following adaptation and mitigation benefits:
(approximately 26%).5!
e Timber production is responsible for Mitigation:

~13% of the GHG emissions from )
tropical deforestation and degradation.52 | ® Carbon sequestration through the growth of

e Global demand for timber is set to triple healthy trees; timber products; and forest
by 2050%3. regeneration.
e Timber industry is vulnerable to climate | ® Reduced emissions through avoided
change. %* deforestation and sustainable forest
management

Adaptation benefits

e Enhancing biodiversity

e Enhancing ecosystem services

e Regulating water systems

e Soil conservation

e Improved economic opportunities for local
communities

Mirova has experience investing in sustainable
timber production — including in several MSLF2
countries - through the LDN Fund.

Rubber Malaysia; Cote e The global land area used for rubber e Enhanced carbon sequestration by existing
d'lvoire; The production has doubled in the last two rubber plantations®8
Philippines decades. This expansion is accelerating | ¢  Moving away from monoculture can provide
deforestation and contributing to shade, enhance soil nutrients, prevent
increased carbon emissions®®. moisture loss and reduce pest damage,
e Climate change is already impacting potentially boosting yields and incomes for
rubber production due to drier seasons farmers®®
and more variable precipitation®®. e Irrigation can reduce the impacts of drought
e  The maximum temperature for and keep rubber trees cooler®®

productive rubber production is 28°C,
consequently, higher temperatures will
likely have a negative impact on
production.

e Rubber plantations are also vulnerable
to extreme rainfall and heavy winds®’.

Citrus Morocco e  Some of the most harmful factors e  Studies have found that agroforestry and
impacting citrus production are extreme biodynamic management systems are the
temperature changes, drought, flooding,
and the salinity of irrigation water and

%0 https://apps.worldagroforestry.org/downloads/Publications/PDFS/BC22001. pdf

51 Curtis et al (2018), Classifying drivers of global forest loss

52 Timothy Pearson (2018), Remote assessment of extracted volumes and greenhouse gases from tropical timber harvest

% FAO (2022), The State of the World’s Forest

54 Andersen et al (2017), Adaptation to Climate Change in Forestry: A Perspective on Forest Ownership and Adaptation Responses

% Singh et al. (2021), A global review of rubber plantations: Impacts on ecosystem functions, mitigations, future directions, and policies for sustainable
cultivation

56 Pinizzotto et al. (2021), Natural rubber and climate change: a policy paper

57 Chen et al. (2021), Tornado disaster assessment of rubber plantation in western Hainan Island using Landsat and Sentinel-2 time series images
https://lwww.foreststreesagroforestry.org/wp-content/uploads/pdf/rubber/D1_Session%201.2/1.%20Dr%20Chen%20Banggian.pdf

%8 Singh et al. (2021), A global review of rubber plantations: Impacts on ecosystem functions, mitigations, future directions, and policies for sustainable
cultivation

59 Esekhade et al (2021), Sustainability of rubber agroforestry strategies in boosting smallholders’ resilience to cope with the realities of new global
challenges

80 Mangmeechal, (2020) EFFECTS OF RUBBER PLANTATION POLICY ON WATER RESOURCES AND LANDUSE CHANGE IN THE NORTHEASTERN
REGION OF THAILAND. Available at: https://ges.rgo.ru/jour/article/view/1160/466
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substrates, which are all linked to best options to maintain soil quality and
climate change, as described above. functioning for citrus production®2,
The optimal temperature range for citrus The LDN Fund’s portfolio includes Atlas
cultivation is estimated to be 22-34 °C. Fruits Company - a platform for sustainable
Temperatures above this range lead to citrus production in Morocco. The LDN
fruit abscission and smaller fruit size. Fund investment allows Atlas Fruits to
The worse these factors become, the expand its best practices to new brownfield
lower the commercial value of the citrus orchards (total of 1,000 ha) with pilot
yields1, cutting-edge water-saving innovations,
conduct precision agriculture and
implement agroecological and organic
practices and renewable energy
production®s.

Avocados Peru Avocado production has substantial and Avocado-based agroforestry models have
irretrievable environmental costs and been found to increase profitability®®-
damages. Disproportionately huge
demand for the fruit is creating a climate
change effect. Forest lands with diverse
wildlife have been destroyed to produce
avocado. Intensive avocado production
has caused biodiversity loss, extreme
weather conditions, extensive soll
degradation of the soil and is on the
brink of causing an entirely human-made
environmental disaster.%4
Similarly, as avocado production
requires a substantial amount of water,
the effects of climate change (such as
heat stress and droughts) are impacting
production. Globally, areas deemed
highly suitable for growing avocados are
expected to decline by between 14%
and 41% by 2050, depending on how
quickly global emissions are
reduced. The worse the climate
scenario, the more rapidly prime
avocado growing regions will shrink®s.

Bananas Costa Rica; The A study on banana yields in 27 countries Banana agroforestry systems have been

Philippines

which account for 86 per cent of the
world's dessert banana production --
have on average seen increased crop
yield since 1961 due to the changing
climate resulting in more favorable
growing conditions. However, the report
also suggests that these gains could be
significantly reduced, or disappear
completely, by 2050 if climate change
continues at its expected rate. The study
suggests that 10 countries -- including
the world's largest producer and

found to have both socioeconomic and
environmental benefits - including
increased soil fertility and carbon
storage68.

51 Damian Balfagon et al(2021), The future of citrus fruit: The impact of climate change on citriculture
52 Pilon, L.C.; Ambus, J.V.; Blume, E.; Jacques, R.J.S.; Reichert, J.M. Citrus Orchards in Agroforestry, Organic, and Conventional Systems: Soil Quality and

Functioning. Sustainability 2023, 15, 13060. https://doi.org/10.3390/su151713060
53 https://www.mirova.com/sites/default/files/2023-07/Impact-Report-LDN-2022-EN-web. pdf

54 World Economic Forum (February 2020), Avocado: the 'green gold' causing environment havoc

8 Christian Aid, (May 2024), Avocados are getting smashed by climate change.

5 Batumanyeho, G. & Mukuralinda, Athanase & Bigirimana, C. & Mukamana, L. & Imanirareba, E. & Gatesi, J. & Alain, Ndoli & Manirakiza, V. & Niyitanga,

F.. (2024). Analysis of the profitability of avocado-based agroforestry value chain in the eastern province of Rwanda. Agro-Science. 22. 78-82.
10.4314/as.v22i1.11.

8 Zake, J et al. (March 2015), Can agroforestry improve soil fertility and carbon storage in smallholder banana farming systems?. In Journal of Plant
Nutrition and Soil Science 178(2).
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consumer of banana India and the fourth
largest producer, Brazil -- are predicted
to see a significant decline in crop
yields®’.

Mangos Ghana e Climate impacts such as floods, Studies have found that:
droughts, rising temperature, erratic
rainfall and windstorm have been found | ® Mango-based agroforestry systems are more

to negatively affect the survival, growth, profitable than sole cropping system?71; and
establishment and quality of mango e  Mango-based agroforestry has potential for
seedlings.® environmental (including soil fertility

e  Climate-induced changes disrupt benefits) and socio-economic advantages to

traditional phenological patterns,
impacting pollination, fruit development,
and harvest. Elevated temperatures lead
to premature flowering, irregular fruit set,
and post-harvest quality degradation.”

local communities72.

Table 9 Agricultural and forestry products targeted by MSLF2

85. Detailed descriptions of each step in the investment screening process can be found in the Programme Description section
in Annex 2 — Feasibility Study. The mains steps of the process are summarised below:

Preliminary analysis
86. Each investment opportunity is subject to a preliminary analysis by the Investment Team to rapidly filter deal flow and
identify attractive prospects while quickly discarding those that fall outside of the Fund’s scope.

Screening committee review

87. In cases where preliminary analysis is positive, the Investment team will gather more information on the proposed
investment and summarize the investment opportunity in dedicated note which is presented to the Screening Committee.
The analysis should include a summary of the environmental and social impacts, focusing on climate impact assessment,
the envisaged financing structure and the targeted terms and conditions.

88. This step also supports the identification of a potential investees’ need and eligibility for technical assistance. Where the
screening committee determines that the company requires technical assistance from the Technical Assistance Facility
(TAF), whereby the prospective investee demonstrates alignment with MSLF2 result and impact areas, strong potential to
deliver concrete adaptation and social benefits and/or strong investment bankability, but lacks the required ESG
frameworks or internal governance mechanisms to implement the measures, the MSLF2 Investment Team jointly with the
TAF Manager will recommend the prospective company receives technical assistance from the TAF for investment
readiness support (described in Output 2.1.) provided by TA delivery partners and/or impact enhancement support
(described under Output 2.2) provided by MSLF2.

Where the screening committee determines the company’s eligibility, need and readiness for investment without
investment readiness TA support, the MSLF2 Investment Team will allocate a dedicated team for further implementation of
the due diligence and investment process.

In depth analysis and investment decision process

89. Upon approval of the opportunity by the screening committee, the Investment Team undertakes an internal in-depth
analysis of all its financial and non-financial components, organises meetings with company and potential co-financiers to
further structure the deal, and provides a detailed financial model of the transaction.

90. In parallel, the ESG team assesses the prospective investment’s expected positive impacts (including climate impacts) and
approach to risk management.

57 Varun Varma, Daniel P. Bebber. Climate change impacts on banana yields around the world. Nature Climate Change, 2019; DOI: 10.1038/s41558-019-
0559-9

5 Asare Nuama et al (2022), Mitigating the risks of climate variability and change on mango seedlings in Ghana: Evidence from mango seedlings producers
in the Yilo Krobo Municipality

0 Rajdip Halder, Suraj Varma, Manisha Singh and Ankit Dahiya (2024), From orchard to table: Understanding climate change impacts on mango production
in India: A review

71 Rana, T. (March 2022), Productivity Analysis of Mango Based Agroforestry Systems in the Madhupur Sal Forest of Bangladesh, in European Journal of
Agriculture and Food Sciences.

72 Gochera, A., & Worku, H. (2022). Mangifera indica (L.) tree as agroforestry component: Environmental and socio-economic roles in Abaya-Chamo
catchments of the Southern Rift Valley of Ethiopia. Cogent Food & Agriculture, 8(1). https://doi.org/10.1080/23311932.2022.2098587



http://dx.doi.org/10.1038/s41558-019-0559-9
http://dx.doi.org/10.1038/s41558-019-0559-9
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91. Based on all these factors, the Investment Team prepares an investment memo summarising the investment opportunity
with a detailed analysis of the various components of the transaction (ESG impact, financing structure, contractual
framework, risk allocation, financial model outputs including sensitivities, etc.). The opportunity is presented to the
investment committee 1, which provides a go/no go decision.

Due diligence and transaction closing

92. In case of positive decision, external consultants will be selected by the Investment Team for implementation of
specialized items as part of the due diligence process, which can include but are not limited to the following:

93. A review of key environmental and social issues identified during previous analysis stages

94. A technical/agronomical review of the project

95. A review of legal/tax risks

96. Due diligence main outcomes are presented to a second investment committee, which validates the final terms of the
transaction.

Activity 1.2.2 — Disburse capital to companies that implement climate resilient Sustainable Land Management practices

97. The MSLF2 Investment Team will negotiate commercial lending and equity investment agreements and disburse funds to
target companies that pass the rigorous due diligence process and agree to robust environmental and social covenants
incorporated into the investment agreements. Key deliverables for this activity include executed investment documents /
contracts (confidential) and periodic financial disbursement summaries. MSLF2 will offer debt, mezzanine and equity
investments. Equity investment targets companies at an earlier development stage but already generating a strong social
and environmental impact and poised for growth. Mezzanine investments are intended for companies in the growth phase
with an established operational track record and planning on scaling-up high impact projects. Senior secured debt is
designed for companies with a strong operational and financial track record, characterized by a lower risk profile.

Activity 1.2.3 — Monitor and manage financial performance

98. Mirova will perform its fiduciary duty on behalf of the GCF and other investors to monitor the performance of MSLF2
portfolio companies and enforce the financial and other terms of the investment agreements.

99. During the term of the investment, an annual review of risks is performed in relation to the support functions. Depending on
the occurrence of particular events whether of a technical, commercial or regulatory nature, amendment negotiations to
the original documentation could be implemented. In the event of substantial changes in the risk profile or performance of
an investment, and if a decision of the Alternative Investment Fund Manager is required, the Investment Committee may
be consulted.

100. The performance of MSLF2 portfolio companies will be communicated to investors and stakeholders as appropriate
through annual audited financial statements, quarterly management reports, and impact reports that provide details on
performance of the project in comparison to key performance indicators of the Fund and environmental/social measures
from both Mirova and the MSLF2.
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Figure 5 Example impact report from the LDNF
Component 2 — Technical Assistance Facility [GCF EUR 5.0M USD 5.3M, Cofinance EUR 8.0M USD 8.5M73)]

Outcome 2: MSLF2 portfolio companies are empowered to transform production processes to support the agroecological
transition of food and fibre value chains.

101. As described previously, investor reluctance is not the only challenge facing transformative land and forest management
projects. Information and technology barriers mean that agriculture and forestry businesses consider the transition to
lower-emission and climate resilient production processes to be high-risk. Mirova must not only identify investors for the
MSLF2, but also find a cadre of business operators who are willing to adopt these practices, and then provide them with
the technical assistance to make the apparent “gamble” pay off. Crucially for the long-term paradigm shift, the MSLF2
must document the experience of these pioneers and help them share lessons learned to inspire other businesses.

102. Component 2 activities will be implemented in tandem with activities under Component 1 and are designed to be
complementary to them. GCF support for Component 2 will contribute to transformational planning and programming
within businesses, catalyse climate innovation within and between countries, and support the creation of coalitions and
knowledge to scale up success.

103. Output 2.1. results in the delivery of TA for investment readiness to businesses. This output is delivered by leveraging the
resources and capabilities of existing TA providers active in this space, such as IDH, the Partnerships for Forests and
WRI. In addition, there has been a proliferation of “green” investment incubators and project preparation facilities across
Africa, Asia and Latin America, and the MSLF2 stands to benefit from their work, through partnerships. Such partnerships
are expected to be formalized through specific contractual agreements such as Memorandums of Understanding (MoUs).
The objective of these activities will be to improve the investment readiness of companies aligned with MSLF2 strategy
and to ultimately make them eligible for a financing under Component 1.

3 EUR/USD: 1.06
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104.

105.

Output 2.2 results in impact enhancement support provided to investee companies via the Technical Assistance Facility
(TAF). The overall objective of the Mirova TAF74 is to support the agroecological transition of food and fibre value chains to
generate and maximise positive impacts on climate mitigation and adaptation as well as co-benefits on biodiversity,
livelihoods, and gender equality. The TAF will provide tailored support to investees implementing improved production
processes, monitoring, and reporting GHG removals and sequestration, the development and implementation of Gender
Action Plans, Biodiversity Plans, ESAPs and other processes. The objective of Output 2.2 is to ensure Mirova has a
transformational role for the companies receiving a financing under Component 1, helping them to create additional value
through the strengthening of their environmental and social practices. Output 2.2 will be implemented in clase partnership
with the post-investment monitoring described in Component 1.

Mirova will select an external TA manager that will be the Executing Entity for the MSLF2 TAF and will be responsible for
managing day-to-day implementation (origination, execution, contracting, monitoring, KPI reporting, manage process &
relationships). Selection criteria are indicated in Section B.4

Output 2.1 Investment readiness/project preparation Technical Assistance delivered to candidate companies [GCF
EUR 0, Cofinance EUR 3M (USD 3.2 M"®)]76

106.

107.

Under Output 2.1, the MSLF2 will build synergies with existing project preparation facilities to ensure a robust pipeline of
bankable projects that can drive transformational sustainable land management. As noted previously, there are several
existing facilities that provide investment readiness support to businesses. These facilities will help develop a pipeline of
investment candidates for the Mirova SLF2, and improve the businesses’ preparedness to meet Mirova due diligence and
post-investment performance requirements. This support will help overcome the identified information, coordination,
technical and organizational barriers that prevent the uptake of sustainable and regenerative agricultural practices in
developing economies

Output 2.1. will be delivered through the following activities:

Activity 2.1.1 Investment roadmap and readiness coaching

108.

109.

110.
111.

112.

113.

Under this activity, the MSLF2 Investment Team and TA delivery partners will engage in outreach and dialogue with
prospective investees selected from their respective project preparation support pools. This engagement will be remote or
in-person and tap into existing networks and pipelines from the LDN Fund and work programmes. Once potential project
proponents are identified, Mirova will carry out an initial mapping of investment needs and opportunities for sustainable
business model growth and environmental and social impact. The MSLF2 Investment Team will begin the early stages of
the due diligence process described in Activity 1.2.2 and develop a pipeline of project proponents.

After a positive screening, TA delivery partners will provide investment readiness to help the proponents meet the MSLF2
investment and impact criteria, resulting in the development of investment roadmaps. Mirova will discuss the applicable
eligibility criteria with TA delivery partners as appropriate. A summary table of MSLF2 pre-eligibility criteria for TA access is
provided in the description of Activity 2.1.1. in Annex 2 — Feasibility Study.

The type of activities that will be eligible for investment readiness support include:

Mobilizing specific subject matter expertise to strengthen project design in terms of expert advice on best agronomy
practices, including efficient fertilizer and water use, soil management and erosion control techniques, fighting diseases,
pests and weeds, adaptation to changing climatic conditions, improving sustainable harvesting and post-harvest
management practices

Assistance in completing a positive impact evaluation (derived from the positive impact evaluation required by the MSLF2
Fund). Trainings will enable TAF recipients to understand the full range of potential benefits associated with their project
concept and to identify the relevant indicators/metrics as reflected by the UN Sustainable Development Goals

Design of interventions to support producer organizations’ financial management, financial literacy, and operational
capabilities. Design inventory management systems and internal controls tailored to their business. Design interventions to
build enterprise resilience through stronger governance and executive leadership, improve accounting procedures and
strengthen financial reporting and analysis. Assess feasibility of technological solutions to streamline their operations and
inform decision making

74 Target setting, subject to approval
S EUR/USD: 1.06
8 This component does not involve GCF support and will invest in both NOL and non-NOL countries, keeping a focus on NOL countries.
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114. Scope for site/project-specific opportunities to enhance positive social and environmental impacts within the investment,
including on climate change adaptation, sustainable land and water management, biodiversity, inclusive business models
and alignment with gender equality standards and women’s empowerment principles. This may include developing
partnerships with local organizations, information exchange visits between land users, providing capacity building for
inclusive stakeholders consultations, identification of specific entry points to make the business more inclusive and to close
gender gaps related to women suppliers, etc.

115. Fostering cooperation with the organizations that are needed for institutional support (women’s groups, trade unions,
farmers associations, local governments, etc.)

116. Improving operational and financial arrangements of outgrower schemes for enhanced soil regeneration, climate mitigation
and social impacts

117. Support to plan and prepare for certification by the relevant product standard (e.g., Rainforest Alliance, Forest Stewardship
Council, and Fair Trade or Organic labelling for agri-products)

118. Assistance in understanding and complying with national environmental, social and labour laws and legislation

119. Support in conceptualizing and engaging in meaningful stakeholder consultation

120. Briefings and trainings to meet the objectives of the MSLF2 Environmental and Social Standards

121. Analysis and training to help strengthen the approach to land governance and tenure in the project.

122. TA delivery partners will support prospective investees in the development of their investment roadmap, which will include
conditional action items and commitments needed to approve investment and disburse the capital. These conditional items
may include Gender Action Plans, Corporate Governance Plans or others depending on company profile and needs.

Activity 2.1.2 Pipeline development and investment roadmap review

123. Upon finalisation of an investment roadmap, the TA partners will submit the roadmap for screening and review to the
MSLF2 Investment Team that is performing screening (see Output 1.2 above). The Investment Team will follow the
process detailed in Activity 1.2.2. for due diligence with the intention to select businesses across the target companies and
sign investment agreements prior to deploying fund capital. As described above, Output 2.1 activities are designed
strengthen the pipeline of potential investments for Component 1.

Output 2.2 Impact enhancement EUR 10 million (USD 10.6 million) [GCF EUR 5M (USD 5.3M) / Cofinance EUR 5M (USD
5.3M)]7778

124. Output 2.2 will result in the delivery of TA support for impact enhancement to MSLF2 investees, including to support the
monitoring of investment-related climate, environmental and social impacts. This TA arm will focus on maximising the
expected ecological, climate, social, gender and environmental impacts delivered by investees while ensuring the
commitments made in the pre-investment phase are upheld.

125. The investment agreement with each company that receives MSLF2 funding will include provisions requiring preparation of
a plan for recording GHG emissions, removals and sequestration that result from the project activities, and for tracking
compliance with the approved environmental and social action plan, as well as the gender action plan for the project.
Because these activities may fall outside the companies’ normal operations and areas of expertise, the MSLF2 will offer
TA grants to facilitate timely and consistent delivery.

126. Output 2.2 will be delivered through the following activities:

Activity 2.2.1 Deliver impact enhancement technical assistance

127. An external TA manager will manage the MSLF2 TA Facility across jurisdictions and will outsource any specialized
services to contractors or implementation partners as needed.

128. This support will focus on interventions that help investee companies enhance their ability to deliver transformative climate,
environmental and social benefits Indicative areas for support and estimated costs per project include:

129. Greenhouse gas reduction, removals and sequestration (assessment, identification of appropriate interventions,
deployment planning, monitoring and reporting): estimated 80-100% of the portfolio benefitting

130. Climate change adaptation (assessment and plan): climate hazard and vulnerability assessments, development of
climate adaptation plans - estimated 80-100% of the portfolio benefitting

7 GCF funding will support only the NOL countries. It is envisioned that ¢.70% of the 10m EUR will be allocated to GCF eligible countries.
8 EUR/USD: 1.06
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131.

132.

133.

134.

135.

136.

Gender assessment, action plan, and implementation support: estimated 80-100% of the portfolio benefitting of the
assessment and action plan; 40% of the implementation support; portfolio-level awareness raising to be provided to all
projects.

Biodiversity monitoring: not relevant to all projects but for all forestry and most of agroforestry: estimated 40-60% of the
portfolio benefitting

Corporate governance: post-investment, not relevant to all projects depending on maturity level: estimated 40-60% of the
portfolio benefitting

External communication: post-investment, not relevant to all projects depending on maturity level: estimated 40-60% of
the portfolio benefitting

Project developers can receive TA to conduct a diagnostic assessment to identify opportunities and entry points for gender
inclusion within their organisation or their supply chain. The diagnostic will inform the Gender Action Plan development and
will aim at alignment with 2X Challenge criteria (with a focus on representation in workforce, leadership, value chains, as
well as risk mitigation for gender-related risks).

Under Component 1, an ESAP will be implemented for all MSLF2 investees. As part of the ESAP development support,
TAF recipients will be offered support to conduct gender assessments and develop Gender Action Plans and to identify
strategies for alignment with 2X Challenge criteria?® during the course of the investment. The GAP implementation support
will continue during post-investment. The proposed TAF process at the project-level is further detailed in the description of
Activity 2.2.1 in Annex 2 — Feasibility Study.

Activity 2.2.2 Impact monitoring and long-term capacity development

137.

138.

139.

140.

141.

142.

Activity 2.2.2 will support the development of knowledge products and case studies to be disseminated to local and
national governments and relevant national institutions and stakeholders to replicate. These activities help ensure that
GCF support contributes to the development of coalitions and knowledge to scale up success.

Tasks under this activity include supporting investees to implement streamlined systems of Monitoring, Reporting and
Verification (MRV) to track impacts in a manner that meets MSLF2 and GCF requirements for incremental GHG
reductions, climate resilience and social inclusion, as well as alignment with corporate sustainability reporting initiatives
such as the Science Based Targets Initiative (SBTi), CDP (formerly Carbon Disclosure Project) and others.

The day to day operational and administrative monitoring of MSLF2-supported projects will be performed primarily by the
project proponents themselves, using templates and indicators that are aligned with the MSLF2 investment strategy and
programme objectives, both in terms of financial returns and impacts to be delivered.

The MSLF2 is not intended to play the role of regulator. Once the investment is validated, the Investment Team remains
responsible for the relationship with the different counterparties. The Investment Team members involved ensure the
smooth transmission and coordination of the project with the Middle Office and the Risk department, which provides an
independent monitoring and first level control.

The TAF manager and committee will also play a key role in monitoring the progress of investees and insure the adequacy
of the support which is provided, in connection with the Investment team.

As described in the monitoring and evaluation plan, Quarterly Project Update Notices (PUN) are also produced in
consultation with investees. The objective is to ensure close follow-up of the project, on both financial, technical and ESG
aspects.

Activity 2.2.3 Programme-level Monitoring and Evaluation

143.

Activity 2.2.3 will support programme-level data collection and reporting in line with Annex 11 — Monitoring and Evaluation
Plan. Please see Section E.7 of this Funding Proposal for an elaboration of this activity.

Consideration of alternatives

144.

The MSLF2 was designed based on the successes and lessons learned from Mirova’s Land Degradation Neutrality Fund.
The design process included a review of the LDNF’s geographical focus, revenue streams, deal size and other features.
The design of the MSLF2 is also informed by a thorough analysis of the barriers to climate action in the agriculture,
forestry and land use sectors, and a careful consideration of potential alternative approaches. Table 10 below summarizes
some of the key alternatives that were considered and rejected in the design of MSLF2.

Table 10 MSLFZ2 Consideration of alternatives

® For more information on the 2X Challenge criteria, the expected alignment, and targets for MSLF 2 see Annex 8 — Gender Assessment (page 11)
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Alternative ‘ Reason for rejection

Agriculture and forestry businesses in developing countries unable to overcome
barriers to climate action without assistance. No paradigm shift from business as
usual. Slower progress to achieve national mitigation and adaptation targets.

Grants and TA support without the MSLF
investment facility

Grant financing is insufficient to meet global and national adaptation and mitigation
finance needs. Less alignment of incentives with commercial producers (moral
hazard). Risk of crowding out private sector investment.

Investment facility without concessional
blended finance and TA

Risk/return mismatch limits institutional investor appetite without de-risking from junior
investors and TA facility. The resulting fund is sub-scale and cannot invest in higher-
impact projects (see Annex 3).

Single-country / more limited country focus

Less diversification of investment risk. Higher per-country transaction costs means
smaller, higher-risk countries more likely to be excluded.

Single-instrument facility focused on loans

Debt instruments best suited to stable, lower-risk investments. Therefore, inability to
invest in newer, high-impact potential companies that require equity.

Single-instrument facility focused on equity
investments

Portfolio comprised entirely of higher risk investments would require higher rates of
return, potentially limiting the universe of candidate companies or else failing to reach
sufficient fund size.

B.4. Implementation arrangements (max. 1500 words, approximately 3 pages plus diagrams)

Implementation arrangements

146.

of ESG investment strategies.
147.

business from the banking divisions.
148.
and activity level.

Table 11 Summary of implementation arrangements

Outputs (EUR)

Output 1.1. Scalable
fund developed and
capital mobilized

Total: 1,000,000
GCF: 200,000

Financing/co-financing

Co-finance: 800,000

145. Mirova will serve as the Accredited Entity (AE) for the GCF programme under the Project Specific Assessment Approach
(PSAA) modality. Mirova will serve as the EE for activities relating Component 1. Mirova will partner with a third-party TA
manager that will serve as Executing Entity for activities under Component 2.

Mirova is an investment manager dedicated to responsible investment, a principle that forms the core of the firm’s DNA.
Through a conviction-driven investment approach, Mirova’s goal is to combine value creation over the long term with
sustainable development. Mirova has more than EUR 31 billion of assets under management (as of 30 September 2024)
and brings together more than 200 multidisciplinary experts, specialists in thematic investment management, engineers,
financial and ESG analysts, specialists and experts in socially conscious finance and project financing. As a pioneer and
leader in socially responsible investing with almost 30 years of experience, Mirova is deeply involved in the implementation

To date, Mirova is a 94.61% owned affiliate of Natixis Investment Managers, one of the largest asset management groups
in the world, and 5.39% by Mirova staff. Mirova is the dedicated responsible investing affiliate of the group and is
completely autonomous and independent in its corporate and investment decision-making. Natixis Investment Managers is
100% owned by Natixis, the financial services company owned 100% by the BPCE Group*, the second-largest banking
group in France. This ownership structure ensures financial stability without any influence on the asset management

Table 11 below provides a summary of programme-level implementation arrangements with a breakdown at the output

Financing Exeputing P
source Entity Activities
(EE)
Activity 1.1.1
GCF Mirova Scale the MSLF2 investment facility and
Co-financing fundraise private investment
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Activity 1.2.1. Identify portfolio companies

Output 1.2. Fund capital Activity 1.2.2 Disburse capital to companies

Total: 349,000,000

g:lﬁgr?ﬁd :r?it[i)r?t?grt'lsand GCF: 69,800,000 S(C):-;nancin Mirova that implement climate resilient practices
ng ga! Co-finance: 279,200,000 9 Activity 1.2.3 Monitor and manage financial
adaptation benefits
performance

Activity 2.1.1 Investment roadmap and
readiness coaching

Activity 2.1.2 Joint pipeline development and
investment roadmap review

Output 2.1. Investment Total: 3,000,000
readiness TA delivered GCF: 0 Co-financing Mirova
to candidate companies | Co-finance: 3,000,000

Activity 2.2.1 Deliver impact enhancement

Output 2.2, Imp.aCt Total-: 10,000,000 GCF TA Facility | technical assistance
enhancement via the GCF: 5,000,000 Co-financin Manager Activity 2.2.2 Impact monitoring and long-
MSLF2 TAF Co-finance: 5,000,000 9 9 ye.c.cimp 9 9

term capacity development

B.5. Justification for GCF funding request (max. 1000 words, approximately 2 pages)

Countries need private capital to support climate action

149. The Mirova Sustainable Land Fund 2 targets investment in sustainable land management in 11countries - including 1
Least Developed Countries and African nations. In each of these countries, unsustainable agricultural production and other
land use practices is a major driver of forest loss and land degradation. Forest loss and land degradation are a major
source of greenhouse gas emissions, and thus have significant negative impacts on climate change, as well as biodiversity
loss, and various other socio-economic impacts (further details on the impacts of forest loss and land degradation are
provided in section B.1 and in the Feasibility Study).

150. Although each of the 7 countries have set targets for sustainable land management within their national climate agendas,
implementation of these objectives has been challenging. In the countries and regions targeted by the MSLF2, the climate
finance gap is significantly above the resources that can be supplied via government budgets. Additionally, in several
instances, public finances are severely constrained due to high debt servicing requirements.

151. Public finance is finite, therefore the private sector has a critical role to play in bridging the funding gap for the transition to
Sustainable Land Management practices (as well as the climate and sustainable development agenda more broadly).
However, to date private investment in sustainable land management practices is well below the levels required. This is
largely due to the risks faced by institutional investors in investing in sustainable land management initiatives in developing
countries. International investors are currently unwilling to invest in the sector without adequate de-risking mechanisms in
place.

GCF will have a catalytic effect and mobilize significant private co-financing

152. Mirova requests EUR 75 (USD 79.5 milliong°) from the GCF to help the MSLF2 reach efficient scale and accelerate climate
action in the agriculture and land use sector. Of this total EUR 70 million (USD 74 million®?) is in the form of equity, while
EUR 5 million (USD 5.3 million®?) would be a grant to support the TA Facility. Beyond the mechanistic increase in fund
size, a significant junior commitment by the GCF will have a strong catalytic effect: with a junior tranche of 20%, every
EUR 1 of junior money is expected to unlock EUR 4 of senior money. The junior equity portion of the LDN Fund is
currently at around 21%. The MSLF2 fund aims to demonstrate that investments in agricultural and forestry projects in
emerging markets are maturing and require less de-risking. A minimum commitment of 15% of junior investors has been
set in the legal documentation and Mirova objective is to reduce the junior tranche of MSLF2 as much as possible as it
indicates a trend towards reduced de-risking for this asset class. The split between junior and senior equity from GCF’s

8 EUR/USD: 1.06
81 EUR/USD: 1.06
8 EUR/USD: 1.06
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153.

154.

155.

156.

commitment will be finalized at the final close of MSLF2 and will be kept at the optimal level (subject to a cap in the Term
Sheet) which will help MSLF2 maximize co-investments. The goal for the successor fund of MSLF2 will be to further
decrease the percentage of junior commitment.

Mirova anticipates a target size for MSLF2 of EUR 350 million (USD 371 million®) and a ceiling of EUR 500 million (USD
530 million). In addition, the programme anticipates co-financing of approximately EUR 8 million (USD 8.5 million®) for
the TA Facility. Total cofinancing is therefore approximately EUR 288 million (USD 305 million86) to EUR 438 million (USD
464 million®7), yielding a co-financing:GCF ratio between 3.8:1 and 5.8:1 for MSLF2.

Natural capital is still a relatively nascent area of finance. Whilst there are a number of institutions active in this area, the
assets they manage are well below the levels required to meet global sustainable land use targets. As such, funds such as
MSLF2 are important tools to create transformational change in the land use sector. In turn, investment from the Green
Climate Fund in MSLF2 is critical to the fund’s activities, as the concessional capital provided by GCF is key to securing
co-investment in the fund, and ensuring it reaches the scale required to achieve significant impact. In addition to the
financial de-risking that GCF support provides, private investors benefit from the GCF’s due diligence, strong climate
objectives and the application of good practice environmental and social safeguards.

Junior equity from GCF will make this investment profile possible. Junior investors play a key role in reducing risk for
senior investors, thereby unlocking private investment. This capital protection for senior investors will encourage the
involvement of private investors who otherwise might have been too risk-averse to participate. This first loss financing is
essential for attracting institutional investors, given the higher risks (both real and perceived) associated with sustainable
land use projects in developing countries. Rather than subsidizing private profits, this model is bringing additionality. The
MSLF2 operates on the principle of minimum concessionality so that it facilitates the sustainable long-term transformation
of commercial finance for sustainable agriculture and forestry businesses. It must be noted that even with the GCF
contribution, the targeted risk-adjusted return of SLF2 is below market expectations. Several potential investors have
indicated that they would expect more than 10% net IRR for this asset class in developing countries. The GCF contribution
does not allow MSLF2 to offer an “attractive” return to private investors. Instead, it contributes to offer them greater
downside protection in case the portfolio underperforms. This protection is illustrated in the sensitivity analysis presented
in Annex 3, this is a key element to attract private investors.

The GCF's commitment as a senior equity investor could provide an extra level of assurance for private investors and
enables the fund to attain the minimum size required for their investment. Discussions with private investors have indicated
that they would only consider land use and developing country investments if prominent public institutions such as the
GCF, DFls, or multilateral banks are also part of the senior tranche. Apart from the fund size, these public institutions are
respected for their thorough due diligence process on fund managers, which private investors can rely on.

MSLF2 employs the correct financial instruments for effective downstream investment, with minimum concessionality

157.

158.

MSLF2 will contribute to closing the equity gap in developing countries, which is a scarcer financial resource than debt.
Strengthening equity plays a catalytic role by allowing the companies to raise debt in successive fundraising rounds from
local or international banks, and consequently expand their activity (e.g. increasing the area under sustainable
management). Through equity or mezzanine investments the fund will be supporting more greenfield projects that usually
plan a higher number of new hectares of land under sustainable productive management (vs. brownfield projects).
MSLF2 will also offer more flexible conditions for debt-like instruments, providing financing options that are not usually
available in local markets. This is reflected through more flexible terms and conditions, typically longer tenors and grace
periods. While local banks usually provide short-term funding, mostly to finance working capital (<1 year), MSLF2 will long-
term funding (up to 9 years) with significant grace periods (up to 3 years). Such long-term financing is key to allow project
developer to make CAPEX investments and to expand their activity or to integrate the processing part of the value chain
by building a unit. This is for instance critical to expand plantations for tree crops like coffee and cocoa where first
revenues are not generated before year 3 to 5.

GCF support will broaden the portfolio composition and increase positive impact

159.

Without GCF commitment Mirova does not expect to reach the target fund size and fewer/smaller investments would have
to be made, implying reduced climate impact potential. The GCF commitment will impact the portfolio composition by
allowing MSLF2 to take more risk (and generate higher expected return).

8 EUR/USD: 1.06
8 EUR/USD: 1.06
8 EUR/USD: 1.06
8 EUR/USD: 1.06
8 EUR/USD: 1.06
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160. Without a blended finance approach, the private sector's appetite to invest in agricultural and forestry projects in emerging

161.

markets may be limited due to various factors:

- High Risk: agriculture and forestry projects in emerging markets often face significant risks, including market volatility,
political instability, and climate-related challenges. Private investors may be hesitant to take on these risks without some
form of risk mitigation or financial support.

- Limited Returns: agricultural and forestry investments in emerging markets may offer lower returns compared to other
sectors due to factors such as smallholder farming, limited infrastructure, and market inefficiencies. Private investors may
prioritize higher-return opportunities in other sectors.

- Lack of access to capital: many agricultural and forestry projects in emerging markets require significant upfront capital
investment, which may be difficult for private investors to provide on their own. Without access to additional funding
sources, such as concessional or public financing, private investors may be unable or unwilling to fully finance these
projects.

- Long payback period: agricultural and forestry projects often have long payback periods, especially those focused on
development of new planted areas or value chain improvements. Private investors may be reluctant to commit to such
long-term investments without the support of blended finance mechanisms.

In the absence of blended finance, these factors may deter private sector investment in agricultural and forestry projects in
emerging markets, limiting the potential for sustainable development and economic growth in the sector. Blended finance
can help address these challenges by providing risk-sharing, concessional capital, and other forms of support to attract
and incentivize private sector investment in agricultural initiatives. Based on the experience of LDN Fund and MSLF2
fundraising, private investors have clearly indicated that they will not commit into this category of investment (agricultural
and forestry projects in emerging markets) without a derisking mechanism. Private investors can find the same level of
expected return through less risky investments in developed countries (such as infrastructure).

As illustrated in the financial analysis (see Annex 3) GCF commitment would also enable a riskier geographical exposure for
MSLF2, which would otherwise focus on the most developed emerging countries. GCF commitment enhances MSLF2's impact
by allowing the fund to invest in higher risk-higher return companies and countries. Without de-risking MSLF2's investment
strategy would have reduced exposure to smaller or more illiquid markets, where exits might prove challenging.

B.6. Exit strategy (max. 500 words, approximately 1 page)

Exit Strategy

162.

163.

MSLF2 will have a closed-ended structure, with a term of 12 years to be counted from its inception and potentially to be
extended for two successive periods of one year. Most of the investments will be made through self-liquidating instruments
(debt-like) to avoid the exit risk.

The exit strategy for each portfolio company will be determined by Mirova’s investment team. For equity investments, the
exit options are analysed before the investment during the due diligence process. The shares sales can usually be done to
a strategic buyer, such as a larger company or an investor looking to expand its presence in the region, or to the majority
shareholder. Equity investments in the project may include favourable exit clauses as well as alignment clauses between
shareholders (tag/drag-along and first refusal clauses) to facilitate the transfer of shares beyond predefined terms.

Sustainability and replicability

164.

165.

The MSLF2 will build on the success of the Land Degradation Neutrality Fund, which has been a pioneer and a leading
player in designing, improving, and scaling high-impact investment solutions that address major global climate and
environmental challenges. The LDN Fund has supported land restoration projects and programmes by investing in 13
businesses (across 14 emerging countries) within the sustainable agriculture and sustainable forestry value chains and
has provided innovative solutions to address the critical issue of land degradation and climate change. A “test-and-learn’
approach and continuous improvement have been applied to the deployment of the fund and this will be continued in the
MSLF2.

The mandate of the MSLF2 is to de-risk investments at scale in agriculture and forestry value chains that demonstrate
strong commitment to Sustainable Land Management practices. This approach works. The LDNF established the
precedent with a junior tranche comprising 20% of that fund’s capital. Once established (through Component 1), MSLF2
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166.

167.

will leverage between c.280 million (USD 297 million®8) in co-finance, with a hard cap for the fund of EUR 500 million (USD
530 million®?). With the fund at this size, the MSLF2 will be able to invest at sufficient scale that actual and perceived risks
are reduced, a clear track record is established, and commercial investors will confidently invest in businesses that
integrate sustainable land management practices beyond the lifetime of the fund.

The MSLF2 is designed to sustainably overcome several overlapping barriers to climate action in the developing country
agriculture, forestry and land use sectors. The programme’s paradigm shift sets the stage for a “new normal” where
producers have technical knowledge and networks, the ability to source inputs for sustainable production, and access to
capital with a cost and tenor that make adoption of these practices a realistic and attractive option. The MSLF2 drives
change across paradigm shifting pathways related to three of the GCF results areas: agriculture and food security, forests
and land use, and ecosystems and ecosystem services.

The MSLF2 strategy for sustainability, replicability and scale-up involves ensuring that the above-mentioned barriers have
been overcome convincingly, while strengthening linkages between investee companies and supply chain buyers that
prioritize sustainable sourcing. MSLF2 investees will benefit from increasing global demand for sustainably produced food
and fibre products. By promoting multiple sustainable certification labels, the MSLF2 stimulates positive feedback loops
that make sustainable production a viable and attractive option, de-risks producer businesses and helps them provide
returns for owners, investors, employees and their communities. The focus on gender inclusion via the 2X challenge
further strengthens the programme’s potential for sustainability and replication. Additionally, the MSLF2 TAF will provide
support to portfolio companies to improve their investment readiness, operational performance, and enhance the climate,
social and environmental impact of their activities.

The MSLF’s successful operation and exit will make it easier for Mirova and other fund managers to raise funds that support
sustainable agriculture, forestry and land use. This inherent replication potential will further increase the pool of capital available
for climate action in this sector. In addition, investors who have gained experience with the MSLF2 may potentially have
increased appetite for funds in adjacent sectors.

8 EUR/USD: 1.06
8 EUR/USD: 1.06
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C. FINANCING INFORMATION

C.1. Total financing
(a) Requested T
; otal amount Currenc
GCF funding y
(i +ii +iii +iv + .
V + Vi + vii) 75.0 million euro (€)
G.CF sl Amount Tenor Grace period PG
instrument
(i) Senior loans
(i) Subordinated
loans
(i) Equity 70.0
(iv) Guarantees
W)
Reimbursable
grants
(vi) Grants 5
(vii) Results-
based payments
(b) Co- Total amount Currency
financing -
grTaiE 288.0 million euro (€)
. Naf“e."f . Hineree] Amount Currency Tenor & grace
institution instrument
Junior & Senior . - years
Equity 280.0 million euro (€)
Investors Equi 280.0 million euro (€ years
- years
Grant : million euro (€)
TA partners Grant 3.0 million euro (€ years
MSLF2 TA - years
Facility Grant 5.0 million euro (€) years
(c) Total Amount Currency
financing —
(c) = (a)+(b) 363.0 million euro (€)
C.2. Financing by component
Please provide an estimate of the total cost per component and output as outlined in section B.3. above and
disaggregate by source of financing. More than one co-financing institution can fund a single component or output.
Provide the summarised cost estimates in the table below and the detailed budget plan as annex 4.
Component Output Indicative GCF financing Co-financing
C(?S_t Amount Financial Amount Financial Name of
million Instrument Instrument | Institutions
euro (€)
11
Scalable Public and
g%::nzw fund Enter Enter Private
Investment vehicle amount amount ) 280.00 Eoui Investors
Facility established | 350.000 | 70.00 Sty 80. quity Click here to
and capital enter text.
mobilized
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1.2 Fund
capital
disbursed
to projects
delivering
mitigation
and
adaptation
benefits
2.1 TA Partners
Inve§tment 3.0 0.00 3.0 Grants (such as
readiness - NGOs
TA CSO0s)
Component 2
Technical 2.2 Impact Other
Assistance enhanceme donors
WL‘ / nt via the (Developme
Mirova TAF | 10.00 5.00 Grants 5.00 Grants nt Finance
Institutions,
Foundations
)
Indicative total cost (EUR) 363.000 75.00 288.00

This table should match the one presented in the term sheet and be consistent with information presented in other
annexes including the detailed budget plan and implementation timetable.

In case of a multi-country/region programme, specify indicative requested GCF funding amount for each country in
annex 17, if available.

168. Annex 17 presents an indicative and non-binding estimate of GCF funding amounts for each country.

C.3 Capacity building and technology development/transfer (max. 250 words, approximately 0.5
page)

C.3.1 Does GCF funding finance capacity building activities? Yes No [

C.3.2. Does GCF funding finance technology

development/transfer? ves L] No

If the project/programme is expected to support capacity building and technology development/transfer, please provide
a brief description of these activities and quantify the total requested GCF funding amount for these activities, to the
extent possible.

169. GCF financing will support help strengthen investee company capacity to deliver, monitor and report
on the sustainable development benefits associated with programme investments. These capacities,
including gender mainstreaming, soil and carbon monitoring, water resource and hydrological
monitoring, lie outside the standard operational requirements of commercial operations in the
agriculture and forestry sectors in development countries. GCF support will contribute also to
monitoring, evaluation and learning, and to knowledge sharing. EUR 5.0 million (USD 5.3 million®°) is
requested from GCF for these activities, to be matched by EUR 5.0 million (USD 5.3 million®?) of
cofinancing from Mirova to financed activities under Output 2.2.
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D. EXPECTED PERFORMANCE AGAINST INVESTMENT CRITERIA

This section refers to the performance of the project/programme against the investment criteria as set out in the
GCF'’s Initial Investment Framework.

D.1. Impact potential (max. words, approximately 1 page)

Describe the potential of the project/programme to contribute to the achievement of the Fund’s objectives and result areas. As
applicable, describe the envisaged project/programme benefits for mitigation and/or adaptation. Provide the intended outcomes for
mitigation by elaborating on how the project/programme contributes to low-emission sustainable development pathways. Provide
the intended outcomes for adaptation by elaborating on how the project/programme contributes to increased climate-resilient
sustainable development. Calculations should be provided as an annex. This should be consistent with section E.3 reporting GCF’s
core indicators.

170. The programme expects to achieve the following climate impacts for the investments supported by the GCF

financing :

Bz 132
POVER

M LE

17.2 million tonnes CO; 63,000 climate and 105,000 ha under sustainable
removed and sequestered economically resilient land use
farmers

171. As noted in appendix 1 of the Feasibility Study (Annex 2), the land use and forestry sectors are significant
contributors to GHG emissions in Mirova’s target countries, even as climate change threatens the continued
productivity of these sectors. The Mirova Sustainable Land Fund Il will help target countries achieve their
mitigation and adaptation goals and support companies to embrace climate action. The Fund’s focus on
regenerative agricultural practices, sustainable forestry, agroforestry and conservation agriculture will contribute
to increased climate resilience, reduced emissions and increased sequestration. and support companies to take
climate action.

172. MSLF2 investments in the sustainable agriculture sector will improve soil health and fertility and enhance water
retention and carbon sequestration. This will result in several adaption benefits for the beneficiaries and income
increase. For instance, climate resilient farming methods will help diversify agricultural production and the source
of revenues for smallholder farmers. In addition, the promotion of heat- and drought- tolerant crops will reduce
the production risk related to climate risk, while facilitating market access and increasing the climate economic
resilience of the farmers. Agroforestry projects will increase sequestration in perennial biomass and reduce
emissions due to soil disturbance. Projects will improve climate resilience by reducing soil erosion, increase soll
organic carbon, and improve water management. Likewise, investments in the sustainable forestry sector will
support best-in-class commercial reforestation/afforestation projects that employ a landscape mosaic approach
and that help protect and restore degraded lands, with a forest management plan for at least 10 years. Mirova
will further contribute to a reduction in value chains’ direct and indirect carbon footprints though improved
practices, the adoption of renewable energy and energy efficiency for processing and equipment, and a switch to
lower carbon inputs, packaging and transport.

173. Please see Annex 22 (mitigation calculations) and Annex 23 (beneficiary calculation methodology) for further
details on the MSLF2 climate impact potential.

D.2. Paradigm shift potential (max. 500 words, approximately 1 page)



https://www.greenclimate.fund/documents/20182/239759/Investment_Framework.pdf/eb3c6adc-0f24-4586-8e0d-70aa6fb8c3c8

GREEN CLIMATE FUND FUNDING PROPOSAL V.3.0 | PAGE 38

GREEN
CLIMATE
FUND

174. The MSLF2 is designed to sustainably overcome several overlapping barriers to climate action in the developing
country agriculture, forestry and land use sectors. Under business-as-usual, companies are locked into
traditional, high-emissions and maladaptive agricultural and forestry production models. Despite the resultant
climate and environmental challenges, businesses and their investors consider business-as-usual a lower-risk
option than lower-emission and more climate resilient approaches. The MSLF2 programme’s paradigm shift sets
the stage for a “new normal” where producers have technical knowledge and networks, the ability to source
inputs for sustainable production, and access to capital with a cost and tenor that make adoption of these
practices a realistic and attractive option.

175. At the market level, Mirova will provide a proof of concept via MSLF2 to change investors’ perception about the
bankability of the SLM sector. This model is based on Mirova’s previous experience transforming investment in
the sustainable energy sector, which was seen as higher risk a decade ago and is now considered mainstream.
The Fund’s activities should have a positive demonstration effect, helping to develop the nascent sustainable
land use investment market. As the market gradually matures and demonstrates success, new investors and
companies will enter and contribute, further validating the investment case for MSLF2 investees, and attracting
increasingly mainstream investors. This paradigm shift could turn sustainable land use investments into a
mainstream asset class. The market opportunity is huge, because sustainably managing land and rehabilitating
degraded land is the only viable option for the world’s growing population to sustain itself. It just requires new
thinking and new financial vehicles to pioneer the approach, which can develop a good track record to attract
others.

176. The success of MSLF2 investments in general will encourage other investors to enter the sustainable land use
market, while specific projects can be replicated. MSLF2 aims to select best-in-class business models across
various geographies and land use sectors. Models that demonstrate robust financial performance and positive
E&S benefits can then be used by other project developers, greatly increasing the scale of positive impacts.

177. MSLF2 will be the second of several vintages, of increasing size. It is designed to be bigger than the first LDN
Fund. The success of MSLF2 would continue such dynamics and create a track record that would attract
investors to the successive vintages. Future vintages are expected to have a progressively lower junior capital
buffer, as increasing track record lowers risk receptions. This means that as well as being larger, the funds will
have a greater percentage of senior investors, increasing the level of private investment in sustainable
development.

178. The MSLF2 drives change across paradigm shifting pathways related to three of the GCF results areas:
agriculture and food security, forests and land use, and ecosystems and ecosystem services. Tables 4, 5 and 6
below summarize the programme’s paradigm shift potential.

Agriculture and Food Security

Transformational Catalyzing Climate Coalitions & Knowledge to Scale Up
Planning & Programming Innovation Mobilization of Finance at Scale Success

Technical assistance to

mitigate risks of Transparent ESG reporting
maladaptation and maximize |Promoting new business and establishment of
joint adaptation-mitigation |models that incentivize low- knowledge platforms for

Use of blended finance

synergies emissions resilient inputs Provision of equi . . sharing good practices,
- Ynersl ) p_ ! q t-y, to mobilize private 8 8 p
> practices & technologies debt and mezzanine lessons learned and success -
© . X ) finance at scale _ Monitoring,
2 Ensuring projects are investment for stories .
% ive to th ds of [P ti dopti f icultural prod evaluation &

responsive to the needs o romoting adoption o agricultural producers - . .
{ P N e p g p_ Technical investment ) learning to inform
[ farmers, women and climate responsive and value chain actors . Promoting successful -
£ vulnerable groups technologies, services and business models for scaling
= ti . . ilient and low-emissi - )
= o practices Rigorous ESG impact re:ﬂ- rentand jow-emission Promoting public

: Investment pipeline agriculture
£ measurement awareness &
o development B -
5 capacity building
g o L 5 Mobilization of national Technical assist a for scale
sing minority equi o echnical assistance to

= : H ty equity . Capitalization of & global funds through )

investments as a lever to Promoting agroforesty and | N . support private sector

. " i L investment vehicle capital markets .
catalyze high-impact climate resilient varieties . actors to mainstream
. S ] focused on sustainable . S B
adaptation & mitigation in  [and approaches to build climate risk in their

agriculture and
sustainably productive food [resilient food systems fogrestry business models, internal

systems policies and investments

Table 12 Drivers of paradigm shifting pathways — agriculture - Source Mirova
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Forests and Land Use
Transformational Catalyzing Climate Coalitions & Knowledge to Scale Up

Protecting forested
ecosystems containing
irrecoverable carbon (intact
forests, peat lands)

Incorporating forest and
landscape protection
objectives into investment
agreements with
commercial producers

Provision of equity,
debt and mezzanine
investment for
agricultural and forest
producers employing

Using equity and debt
investments as a lever to
derive commercial value
from restoration of degraded
forests and other landscapes

Supporting the application
of PES (e.g., carbon credits)
to increase the financial
viability of projects, where
appropriate

sustainable techniques

Payments and
incentives for
ecosystem services

Development of value chains
based on sustainable
management of productive
forest landscapes (e.g.
NTFPs)

Supporting the adoption of
forest crops that can be
grown in agroforestry
systems on marginal,
degraded land

Capitalization of
private investment
vehicle focused on
climate & natural
capital

Use of blended finance

to mobilize private
finance at scale

Technical investment

assistance

Rigorous ESG impact
measurement

Mobilization of national
& global funds through
capital markets

Table 13 Drivers of paradigm shifting pathways - forests and land use - Source Mirova

Ecosystems and Ecosystem Services

Coalitions & Knowledge to Scale Up

Paradigm - Shifting Pathways

Transformational
Planning & Programming

Catalyzing Climate
Innovation

Mobilization of Finance at Scale

Transparent ESG reporting
and establishment of
knowledge platforms for
sharing good practices,
lessons learned and success
stories

Promoting successful
business models for scaling
resilient and low-emission
forest enterprises

Technical assistance to
support private sector
actors to mainstream
climate risk in their
business models, internal
policies and investments

Success

Monitoring,
evaluation &
learning to inform
scaling

Promoting public
awareness &
capacity building
for scale

Participatory multi-
stakeholder processes and
effective demonstration of
“free, prior and informed
consent" (FPIC)

Support for ecosystem-based
solutions improving NDCs

Leverage equinvestments to
promote businesses based
on production that
maintains and enhances
conservation areas

Provision of debt,
equity and messaine
investment for
agricultural producers

Payments and
incentives for
ecosystem services

Use of blended finance

to mobilize private
finance at scale

Technical investment

assistance

Rigorous ESG impact
measurement

Mobilization of national
& global funds through
capital markets

Table 14 Drivers of paradigm shifting pathways — ecosystems - Source Mirova

Transparent ESG reporting
and establishment of
knowledge platforms for
sharing good practices,
lessons learned and success
stories

Promoting successful
business models for scaling
resilient and low-emission
agriculture

Monitoring,
evaluation &
learning to inform
scaling

Promoting public
awareness &
capacity building
for scale

179. The MSLF2 strategy for sustainability, replicability and scale-up involves strengthening linkages between

investee companies and supply chain buyers that prioritize sustainable sourcing. By promoting multiple
sustainable certification labels, the MSLF2 stimulates positive feedback loops that make sustainable production
a viable and attractive option, de-risks producer businesses and helps them provide returns for owners,
investors, employees and their communities

D.3. Sustainable development (max. 500 words, approximately 1 page)

180. The MSLF2 will directly contribute to SDGs 8, 13 and 15 as detailed below. The programme aims to support the
forestry and agriculture sectors’ contribution to achieve the 1.5°C objective under the Paris Agreement, while
addressing an increasing demand for food and fibre products and preserving and restoring land, biodiversity and
enhancing local communities’ livelihood opportunities. In doing so, the proposed programme will deliver

significant environmental, social, economic and gender-sensitive co-benefits.

The investment readiness and impact maximisation support provided
under Component 2 will enable agriculture and forestry-based
businesses in target countries to uphold the highest production
standards and increase revenue to offer more resilient livelihood
opportunities to at least 63,000 farmers (direct beneficiaries) and
251,000 indirect beneficiaries.

DECENT WORK AND
ECONOMIC GROWTH

SDG 8: Decent work
and economic growth

o
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1 CLIMATE MSLF2’s key contribution to SDG 13 includes the removal and/or
ACTION

sequestration of 17.2 MtCO:2 over the programme’s lifetime from the
agriculture, land use and forestry sectors, through the
implementation of climate resilient and soil restorative practices by
producers.

SDG 13: Climate action

1 H:Emn By supporting land a_md forest restoration and conservation and-

promoting the sustainable use of land resources, the MSLF2 will
directly contribute to the preservation of ecosystems which support a
number of key animal and plant species that are essential to
terrestrial food production.

SDG 15: Life on land

181. Environmental co-benefits: Further to their contribution to SDG 15, investments under MSLF2 will include
conditional covenants to the lending agreements relating to the preservation of natural cover and conservation
areas. A minimum target of 10% of agricultural land and 20% of forests in the total portfolio will need to be
safeguarded as conservation or “unproductive” zones, creating buffer zones and biodiversity hotspots. Sub-
project Biodiversity Plans will also include specific measures to protect endangered species and native flora and
fauna, as appropriate.

182. Social co-benefits: The MSLF2 supports long-term quality employment and sustainable livelihoods for farming
communities. Associated co-benefits will be achieved through improvements in labour and working conditions,
with a special attention to seasonal and daily workers throughout the employment cycle (validated by third-party
social audits such as SMETA?®2). Additionally, living wage assessments will be conducted for investees
complying with the Rainforest Alliance certification, with a covenant to close pay gaps within 3 years. As a result
of these commitments, a total of 63,000 farmers will benefit from more resilient and economically sustainable
livelihoods, as well as 7,000 direct workers contracted over the Fund’s lifetime in NOL countries.

183. Economic co-benefits: Through its approach combining concessional financing and technical assistance, the
MSLF2 will increase productivity at the farm and landscape-levels, which in turn will increase income for farmers
and revenue for agriculture and forestry-based businesses engaging in sustainable production. Thanks to
support via the TA Facility under Component 2, the share of sustainably-produced foods and fibres will be
increased, with dedicated support to facilitate access to higher-yielding markets through certification support.
This will generate significant, although uncountable, economic co-benefits.

184. Gender-sensitive development impact: The MSLF2 programme will also contribute to the
achievement of SDG 5 — Gender equality by supporting investees with the development of g&"uﬂﬂﬁv
Gender and Social Inclusion Plans in alignment with the 2X standard. As detailed in Annex 8
— Gender Assessment and Action Plan, a target of 50% of the overall MSLF2 portfolio
aligned with the 2X criteria is envisioned. This will be enabled by the investment readiness
support provided to candidate investees under Component 2 to formulate project-level
Gender Analyses and Action Plans (GAAPSs). The research conducted for the preparation of Annex 8 (Gender
Assessment and Action Plan) revealed that women in the MSLF2 target countries are faced with gender related
barriers preventing them to fully participate and benefit from agriculture and land-use investments. The
fundamentals of the MSLF2 strategy are to invest in sustainable land-use projects and companies in the forestry
and agriculture sectors, while targeting positive impacts in terms of climate mitigation and adaptation as well as
co-benefits in biodiversity protection, community inclusion and gender equality.

185. The MSLF2 will contribute to SDG5 — to achieve gender equality and empower all women and girls. The MSLF 2
will aim at contributing to the achievement of Target 5.5: “Ensure women’s full and effective participation and
equal opportunities for leadership at all levels of decision-making in political, economic and public life” by
tracking the proportion of women in managerial positions.

186. The project will also indirectly contribute to end forms of discrimination against women through the support
provided to investee companies and their application of inclusive workplace policies and practices (Target 5.1 of
SDG 5). Companies will be incentivised to hire women at all levels and to track women participating in their
value chains, and to adapt their policies and practices so that they can meet workforce’s diversity targets.
Further, in alignment with Mirova’s strong ESG approach, the programme will also strive to contribute to the

92 Sedex Members Ethical Trade Audit.
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elimination of violence against women by supporting companies to develop strong GBV prevention and SEAH
prevention mechanisms (Target 5.2).

D.4. Needs of recipient (max. 500 words, approximately 1 page)

187. In each of the 7 GCF-eligible countries targeted for MSLF2 investment, the agriculture, forestry and land use
sectors are important contributors to food security and economic growth. In most cases, these sectors are the
biggest source of employment. Table 15 (below) highlights the contribution of the agriculture sector to
employment and national GDP in each of the 7 countries, as well as (where data is available) highlighting the
climate finance needs for the AFOLU sector in each country. Climate change is already having an impact on the
productivity of the AFOLU sector. One-third of the target countries are in Africa, a region with particularly high
exposure and vulnerability to climate impacts. Without support for a significant shift towards more sustainable
and climate resilient land use practices, the vulnerability of farmers and communities who depend on the AFOLU
sector is projected to increase in the coming decades. The exact nature of current and projected climate trends,
drivers of vulnerability and impacts varies between and within countries. Analysis at the country level is
presented in detall in the Feasibility Study (Annex 2) — see Appendix 1.1 Climate trends and projections.

Table 17 — Contribution of the agriculture sector to employment and GDP, and climate finance needs for the
AFOLU sector and current flows in MSLF2 target countries.

Country Population Agriculture as Total cost of Climate finance to AFOLU projects
Employed in share of implementation of received to date (USD)
Agriculture®® GDP®%* AFOLU sector NDC
objectives
Costa Rica 13.3% 3.8% Data unavailable Insufficient data
Céte d'lvoire 48% 14.4% USD 10 billion dollars  Insufficient data
for mitigation
component

USD 12 billion dollars
for adaptation?.

Ghana 35.9% 21.1% USD 9.3 billion and The AFOLU sector received 28% (USD
USD 15.5 billion for all 235 million) of total climate finance
adaptation. AFOLU investment.3
requirement not

specified.
Malaysia 10% 7.8% Data unavailable Insufficient data
Morocco 29.3% 11.1% The total estimated Insufficient data

cost for NDC mitigation
measures is USD 38.8
billion, with USD 21.5
billion allocated to
conditional measures.

% Source : International Labour Organisation — ILOSTAT Database — Country Profiles. This database allows filtering by country. In this
column the percentages shown are from the field titled 'Share of agriculture (%)’. For each country the data is from the most recent
available year.

% Source : World Bank Data
To find the data, apply the filters for ‘Agriculture, forestry, and fishing value added (% of GDP)’ and the name of the relevant country. For
each country the data in this table was from 2023 — the most recent available year at the time of preparing this table.



https://ilostat.ilo.org/data/country-profiles/
https://data.worldbank.org/indicator/NV.AGR.TOTL.ZS?locations=UG
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The cost to implement
adaptation measures
across NDC priority
sectors is estimated to
be nearly US$40
billion.

According to Morocco’s
BUR, sectoral
investment needs
include USD 1.278
billion for agriculture
and USD 359 million
for forestry by 2030

Peru 24% 7.2 According to the BUR nsufficient data
achieving Peru’s
climate objectives in
the agriculture sector
will require
approximately USD 1.5
billion per year until

2030.
The 22.8% 9.6% Estimated cost to Insufficient data
Philippines implement climate

change mitigation is at
USD 4.12 billion from
2015 to 2030, not
including the costs for
the Philippines to reach
its Nationally
Determined
Contribution (NDC)
goal of 75% GHG
emissions reductions
and avoidance.

188. As noted in Annex 8 (Gender Assessment and Action Plan), the impacts of climate change are not gender
neutral. Many poor people, especially women, girls, and indigenous peoples, depend heavily on the natural
resources that are threatened by land degradation and deforestation, and these are worsened by climate
change. AlImost 80% of employed women in least-developed countries rely on agriculture as their primary
livelihood and women represent the majority of people who rely on land in regions affected by desertification,
land degradation and droughts.®s The literature on this topic in fact illustrates a strong link between gender and
land because these are closely tied to gender biases in land rights, access to resources and incentives,
opportunities to participate in decision-making, and the distribution of costs/benefits of projects targeting land
improvement.

Economic and social development level of the country and the affected population

95 Namubiru-Mwaura, E. 2021. Gender and Land Restoration. UNCCD Global Land Outlook Working Paper. Bonn.
Available at https://www.unccd.int/sites/default/files/2022-03/UNCCD%20GLO0%20WP%20gender.pdf



https://www.unccd.int/sites/default/files/2022-03/UNCCD%20GLO%20WP%20gender.pdf
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189. Of the 7 eligible NOL countries targeted for MSLF2 investment, three are in Africa. More detailed analysis of the
socio-economic context in each of the target countries is provided in the Feasibility Study.

Absence of alternative sources of financing (e.qg. fiscal or balance of payments gap that prevents government from addressing the
needs of the country; and lack of depth and history in the local capital market)

190. Estimated climate finance needs for each of the regions targeted for MSLF2 investment are consistently high.
Country Nationally Determined Contributions and National Adaptation Plans emphasize the need for increased
investment in the agriculture, forestry and land use sectors to meet national ambitions for climate mitigation and
adaptation. In the countries and regions targeted by the MSLF2, the climate finance gap is significantly above
the resources that can be supplied via government budgets. In several instances, public finances are severely
constrained due to high debt servicing requirements. Based on debt sustainability analysis by the World Bank
and IMF, several of the countries in the MSLF2 programme are at moderate to high risk of debt distress, and one
(Ghana) is already in debt distress. Given the size of the investment gap and the finite resources of both
domestic governments and international public finance, a significant amount of funding for the transition to
sustainable land use practices will need to come from the private sector.

191. However, private investment in sustainable land management practices in each of the target countries remains
below the levels required. The World Bank’s “Ease of Doing Business” rankings indicate that international
investors assign a risk premium to the target countries; this premium is even higher for the AFOLU sector, given
its vulnerability to extreme weather and other factors. As noted in the barrier analysis (see Section B.1),
international investors are unwilling to commit to the sector without significant de-risking. Meanwhile, local
commercial lenders focus on short-term cash flow financing rather than the longer-term finance required to
transform agriculture and forestry practices.

192. Given the limited availability of public finance and the limited appetite of private investors to finance the transition
to Sustainable Land Management practices, funds such as MSLF2 are important tools to create transformational
change in the land use sector. In turn, investment from the Green Climate Fund in MSLF2 is critical to the fund’s
activities, as the concessional capital provided by GCF is key to securing co-investment in the fund, and
ensuring it reaches the scale required to achieve significant impact.

193. In each of the 7 countries, investments made by MSLF2 will contribute to transforming land use practices to
more sustainable methods, by financing agricultural production models that preserve and restore ecosystems
and the climate, while fostering social inclusion, health, and wellbeing. Investments made by MSLF2 will also
demonstrate the financial viability of investing in sustainable land management practices, thus reducing current
perceived and actual risks and laying the groundwork for investment at scale (particularly from the private
sector).

194. Investments made by MSLF2 will demonstrate both the financially viability and positive climate and
environmental benefits of sustainable land management practices. This will lay the groundwork for investment at
scale in SLM practices in the countries and regions that the fund is targeting.

Need for strengthening institutions and implementation capacity

195. The increased emphasis on international supply chain traceability highlights the importance of professionalizing
the operations of producers and farmers in the agriculture, forest and land use sectors in developing countries.
While individual, forward-thinking producers may be able to meet these requirements, there is limited institutional
capacity to integrate these approaches into companies’ standard business practices. This leads to lost revenue
opportunities and reduced ability to continue investing in sustainable production approaches. The MSLF2 TA
Facility will provide support to portfolio companies and build their capacity —to meet the requirements for
investment, comply with relevant supply chain traceability requirements, and to monitor and report on critical
environmental and social impact metrics (see Section B.3 of this funding proposal).

D.5. Country ownership (max. 500 words, approximately 1 page)

Alignment with national strategies and GCF Country Programmes
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196. Appendix 1.5 of Annex 2 — Feasibility Study details the MSLF2’s alignment with national climate and sectoral
policy frameworks and regulations for each of the 7 target GCF countries. This in-depth analysis includes the
programme’s contribution to individual GCF Country Programmes as applicable, and contribution to targets key
mitigation and adaptation tools such as Nationally Determined Contributions (NDCs) and National Adaptation
Plans and Plans of Action (NAPs/NAPAS). Although disparities exist among target countries in terms of their
institutional capacity and the enabling environment for sustainable agriculture and forestry production, all
countries display adequate frameworks and commitments to facilitate the deployment of MSLF2 in support of the
AFOLU sector.

Engagement with NDAs and other key stakeholders

197. Mirova has had continuous engagement and dialogue with NDAs since the beginning of programme
development to ensure country ownership. From the start of the Concept Note and Funding Proposal
preparation process, Mirova has conducted outreach via email and teleconference to share information about
the MSLF2, and request information on individual countries’ priorities, as well as requirements for obtaining Non-
Objection Letters (NOLs). The list of participating countries will be finalized prior to the targeted Board Meeting
publication deadline. In addition to NDAs, key stakeholders (government line ministries, national institutions,
CSOs and NGOs, women’s groups) from the target countries were invited to two rounds of webinars. The first
series of webinars presented the proposed programme and fund structure and sought initial feedback and
comments from NDAs, while the second round included a multi-stakeholder Q&A session. Webinars were held in
English, French, and Spanish between February and March 2024. In addition, Mirova has publicized the MSLF2
programme on its website and issued a call for stakeholder input®. All questions, comments and feedback are
logged in a tracker and the input used to continuously refine the programme design. This detail can be found in
Appendix 2 of Annex 7 — Summary of Stakeholder Consultations and Stakeholder Engagement Plan.

198. During the implementation phase, country ownership will be ensured at both fund and investment level via
ongoing engagement and dialogue with relevant stakeholders. At the fund-level, a stakeholder engagement plan
has been developed, detailing the roles and influence of relevant stakeholders, and associated engagement
activities and responsibilities. Key stakeholders for this ongoing engagement at fund-level include TA delivery
partners, certification bodies and membership-based bodies such as 2X, public and private investors, and global
supply chain actors. At the investment level, country ownership includes engagement with local businesses to
ensure that proposed interventions are suited to the local context. Investment and TA support will be conditional
on the development and implementation of a stakeholder engagement plan that includes engagement with
vulnerable groups as appropriate, and describes processes for establishing meaningful and informed
engagement and consultation. This detailed process is described in Annex 7 — Summary of Stakeholder
Consultations and Stakeholder Engagement Plan.

199. Mirova is committed to ensuring that investments made through MSLF2 are aligned as closely as possible with
the climate and sustainable development priorities of the relevant country. Mirova recognises the importance of
maintaining regular communication with National Designated Authorities (and other relevant ministries) in each
of the programme countries and proposes the following approach:
¢ Mirova will share annual updates on the investment portfolio in each country, and investment readiness and

impact enhancement TA provided to companies and other stakeholders.

e Mirova will monitor each country’s published climate policy and programme documents to ensure continued
alignment. Additionally, to ensure complementarity with new projects and initiatives, Mirova invites the NDA
to keep it informed of new developments.

e Mirova will participate in calls requested by the NDA to share updates and perspectives.

D.6. Efficiency and effectiveness (max. 500 words, approximately 1 page)

% https://www.mirova.com/en/news/request-stakeholder-engagement-mirova-sustainable-land-fund-2
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200. Mirova requests EUR 75 million (USD 79 million®”) from the GCF to help the MSLF2 reach efficient scale and
accelerate climate action in the agriculture and land use sector. Of this total EUR 70 million (USD 74 million%) is
in the form of junior and senior equity, and EUR 5 million (USD 5.3 million®?) would be a grant to support the TA
Facility. Beyond the mechanistic increase in fund size, a significant junior commitment by the GCF will have a
strong catalytic effect: for instance with a target junior tranche of 20% on average, every EUR 1.0 of junior
money is expected to unlock EUR 4 of senior money. Mirova anticipates a target size for MSLF2 of EUR 350
million (USD 371 million1%) and a ceiling of EUR 500 million (USD 530 million°1). Total cofinancing for
Component 1 and 2 is therefore EUR 288 million (USD 305 million®?) to EUR 438 million (USD 464 million13),
yielding a cofinancing GCF ratio between 3.8:1 and 5.8:1. As a result of GCF support, MSLF2 is expected to
yield GHG emission reductions of at least 17.2 MtCO:e over the investment period, and provide enhanced
climate resilience for 63,000 direct and 251,000 indirect beneficiaries. For downstream investments MSLF2 will
normally have a concentration limit of 50% as a target. This yields a downstream leverage ratio of 7.8:1.

201. Adequacy of financial structure to address objectives: The objective is to keep the junior ratio at a minimum
level, even if the final ratio will reflect the different investors constraints. A minimum 15% of junior is included in
MSLF2 legal documentation. This minimum has been set considering private investors’ feedback: institutional
investors (such as pension funds or insurance companies) still consider land-use investments in emerging
countries as nearly impossible to finance without a derisking mechanism.

202. It is the intention and the target of Mirova to keep this junior tranche at the minimum level possible as (i) junior
funding is a scarce resource and senior capital is easier to raise for Mirova, which has already demonstrated its
capacity to mobilize private sector at scale in senior shares through the LDN Fund, and (ii) Mirova’s objective is
to prove the viability of the asset class by launching successive funds with progressively reduced junior shares,
which will be the key to scale-up the fund sizes.

203. Several prospective senior investors (private or DFIs) have nevertheless challenged this minimum level of 15%,
requiring a higher protection level. Mirova may also need to integrate constraints from some junior investors that
may not be able to invest in all target countries and/or sectors of MSLF2 targets, while other junior investors will
require to be exposed to the whole portfolio.

204. It is anticipated that the junior tranche will therefore represent ¢.20 % of MSLF2 at final close even if the target of
Mirova is to be closer to 15 %(floor) and the worst case scenario would be at 25% (cap). Such cap reflects the
combination of (i) potential requirements of some senior investors to have a minimum protection of 20% for all
investments and (ii) potential investment restrictions (country/sector) from some juniors investors.

205. We believe that the junior could be decreased for future successor funds. However, to date, a lower junior
percentage would imply a significant change of the investment strategy. At the same time, a senior investment
by GCF helps ensure that fund operates at an efficient scale, while minimizing the required concessionality of
GCF support. A sub-scale fund would experience less diversification, less economies of scale, and less ability to
crowd-in institutional investors who have concentration limits regarding how much of the fund is comprised of
their money versus other sources. Therefore, GCF investment in the senior tranche is a vote of confidence that
MSLF2 can generate attractive returns for commercial investors.

206. Justification of financial instruments and commercial terms: MSLF2 will offer long-term debt, debt-like
instruments and equity investments. Equity investment targets companies at an earlier development stage but
already generating a strong social and environmental impact and poised for growth. Mezzanine investments are
intended for companies in the growth phase with an established operational track record and planning on
scaling-up high impact projects. Senior secured debt is designed for companies with a strong operational and
financial track record, characterized by a lower risk profile.

207. Equity investment from GCF will make this investment profile possible. First-loss money is a scarce resource,
and the current fundraising pipeline shows limited junior availability for MSLF2. Without GCF commitment Mirova
does not expect to reach the target fund size and less investments will have to be made, implying reduced
climate impacts. The GCF commitment will impact the portfolio composition by allowing MSLF2 to take more risk

% EUR/USD: 1.06
% EUR/USD: 1.06
% EUR/USD: 1.06
100 FYR/USD: 1.06
101 EUR/USD: 1.06
102 FYR/USD: 1.06
103 FEUR/USD: 1.06
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(and expect higher return). In the absence of GCF investment (and a substantial junior tranche), private
investors will not agree to finance the riskiest projects, which are also the most impactful. Deploying the fund
through more risky investments will maximize climate impact through the following aspects:

208.

209.

210.

By providing more equity (vs. lower risk financings in debt) to companies, SLF2 will contribute to closing the
equity gap in developing countries, which is a scarcer financial resource than debt. Strengthening equity plays
a catalytic role by allowing the companies to raise debt in successive fundraising rounds from local or
international banks, and consequently expand their activity (e.g. increasing the area under sustainable
management). Through equity or mezzanine investments the fund will be supporting more greenfield projects
that usually plan a higher number of new hectares of land under sustainable productive management (vs.
brownfield projects)

MSLF2 will also offer debt-like instruments, riskier than the ones provided by local banks or more mainstream
investors. This is reflected through more flexible terms and conditions. Whereas local banks usually provide
only short-term funding, mostly to finance working capital (<1 year), MSLF2 will offer longer tenor (maturity up
to 10 years) and grace periods. It allows the project developer to make CAPEX investments to expand their
activity or to integrate the processing part of the value chain by building a unit.

As illustrated in the financial analysis (see Annex 3), GCF commitment would also enable a riskier geographical
exposure for MSLF2, which will otherwise focus on the most developed emerging countries. As least developed

countries are usually more vulnerable to climate change, investing in such countries is key.

Minimum concessionality: The MSLF2 operates on the principle of minimum concessionality so that it facilitates
the sustainable long-term transformation of commercial finance for sustainable agriculture and forestry
businesses. It must be noted that even with the GCF contribution, the targeted risk-adjusted return of SLF2 is
below market expectations. Several potential investors have indicated that they would expect more than 10% net
IRR for this asset class in developing countries. The GCF contribution does not allow MSLF2 to offer an
“attractive” return to private investors. Instead, it contributes to offer them greater downside protection in case
the portfolio underperforms. This protection is illustrated in the sensitivity analysis presented in Annex 3, this is a
key element to attract private investors.

Cost-effectiveness: Based on experience and ex ante emission reduction estimates (see Annex 22), a fund size
of EUR 245 million (USD 260 million%4) in NOL countries will aim to achieve climate mitigation impacts of 17.2
million tonnes CO2ze removed and sequestered, for an indicative mitigation cost of EUR 14/tCOze (USD
15/tCO2e). If the fund successfully reaches its ceiling of EUR 500 million (USD 530 million%) this would catalyse
emission reductions of 35.7 million tonnes COze¢ at the total fund level (including GCF and non-GCF countries).
This indicative abatement cost compares favourably to both the shadow price of carbon as estimated by the
World Bank% and also the market price for verified emission reductions in the carbon markets. This same
investment is expected to result in 210,000 ha under sustainable land use, for an indicative cost of EUR
2,333/ha (USD 2,473/hal%7).

The MSLF2 will achieve further cost-effectiveness by leveraging the existing resources and commitments of TA
partners across its global network to identify target investments and support those businesses to become
bankable. This approach, funding almost entirely via cofinancing, reduces duplication and enhances
complementarity and coherence with existing project preparation support facilities.

104
105
106

EUR/USD: 1.06
EUR/USD: 1.06
For the MSLF2 expected implementation period, the World Bank’s 2017 study estimated the shadow price at between USD 45 - USD 89

in 2025 and between USD 73 — USD 146 in 2047. https://thedocs.worldbank.org/en/doc/911381516303509498-
0020022018/original/2017ShadowPriceofCarbonGuidanceNote FINALCLEARED. pdf

107

EUR/USD: 1.06
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E. LOGICAL FRAMEWORK

This section refers to the project/programme’s logical framework in accordance with the GCF’s Integrated Results Management Framework to which the project/programme
contributes as a whole, including in respect of any co-financing.

E.1l. Project/Programme Focus

Please indicate whether this proposal is for a mitigation or adaptation project/programme. For cross-cutting proposals, select both.
Reduced emissions (mitigation)

Increased resilience (adaptation)

E.2. GCF Impact level: Paradigm shift potential (max 600 words, approximately 1-2 pages)

This section of the logical framework is meant to help a project/programme monitor and assess how it contributes to the paradigm shift described in section D.2 above by applying
three assessment dimensions - scale, replicability, and sustainability.

Accordingly, for each assessment dimension (see the definition per assessment in the accompanying guidance note), describe the current state (baseline) and the potential scenario
(target) and rate the current state (baseline) by using the three-point-scale rating (low, medium, and high) provided in the guidance note. Also describe how the project/programme

will contribute to that shift/ transformation under respective assessment dimensions (scale, replicability and sustainability). In doing so, please refer to section B.2(a) (theory of

change).
Assessment Current state (baseline) Potential target scenario How the project/programme will
Dimension Description Rating (Description) contribute (Description)
The MSLF2 will contribute to
Long-term concessional commercial Initiated with the LDNF, Mirova aims to demonstrating the financial viability of
financing for sustainable agriculture scale-up the potential of the MSLF2 by sustainable agriculture and forestry
and forestry practices is currently mobilizing junior capital from public production from a commercial
scarce. A limited number of private institutions in order to de-risk senior perspective, and to establish precedents
investors are willing to take the risk to investment from larger private investors. | for financing these business models. As
Scale invest in these models due to an Low With a target fund size of EUR 350 part of the paradigm shifting potential
insufficient risk/return ratio. = million (fund cap of EUR 500 million), described above, MSLF2 will strengthen
capital mobilization under the MSLF2 linkages bgtween producers an_d global
Additionally, many financing would more than double the achieved supply chain buye_r; by supp_ortmg
institutions do not possess the fundraising of the LDNF. MSLF2 enhanced traceability to achieve the
) X T highest production, climate and E&S
capacﬂy_to adequate_rly assess the investors and local banks will have standards available for certification.
bankability of these investments as greater exposure and confidence to
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well as their climate, social and
environmental benefits.

Information and data on the economic
viability and impact potential of
regenerative agriculture and forestry
production practices is limited due to
the recent nature of these
investments, thereby restricting the
ability of high-potential companies to
seek investment from financing
sources at attractive rates.

invest in the sustainable agriculture and
forestry sector at scale.

Additionally, by providing impact
enhancement support to investee
companies, the MSLF2 will contribute to
the upscaling of business models with
built in monitoring and reporting systems
for benefits and co-benefits in climate
adaptation and mitigation, biodiversity,
gender equality and social inclusion. This
assistance will ensure that the highest
standards can be upheld at the company-
level without compromising on rentability.

Replicability

The replication of sustainable
agriculture and forestry businesses is
hampered by the perceived or actual
insufficient risk/return ratio to finance
the costs associated with the
transition from unsustainable to
regenerative production practices.
Investors seeking exposure to this
space must repeatedly “start from
scratch”, learning the same lessons
and slowing replication.

Companies in emerging markets have
limited access to reliable information
on the economic, social,
environmental and climate benefits of
implementing climate-resilient
agroecological measures at the
company and landscape-levels.

Low

The MSLF2 generates reliable data,
information and processes for the
assessment, implementation and
monitoring of sustainable agriculture and
forestry business models, which enables
the replication of such investments in
developing country contexts. This
paradigm shift would deliver exponential
results in terms of climate change
mitigation and adaptation, in addition to
generating significant social,
environmental and gender-sensitive co-
benefits.

By demonstrating the financial viability of
incorporating high standards of
environmental and social sustainability,
the MSLF2 will initiate a virtuous cycle of
successful investments that will attract
further financing to this space.

In line with the experience of the LDNF,
data and information relating to all
MSLF2 investments will be compiled in
case studies and disseminated to
relevant stakeholders in the natural
capital space, further enhancing the
capacity of financing institutions, private
investors and national governments to
assess, support and implement
sustainable agriculture and forestry
businesses. This knowledge
management framework is expected to
further strengthen the replicability
potential of the MSLF2 after the GCF exit.
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Sustainability

There is not enough concessional
capital available to de-risk further
investments from commercial
investors to increase financing flows in

natural capital.

Low

The GCF’s de-risking role will crowd-in
private investors to mobilize financing at
scale and contribute to a “new normal’
where fundraising for sustainable
agricultural and forest production
businesses does not attract a special risk
premium. Companies will have access to
both short-term cashflow finance and
longer-term patient capital to continue
transforming their operations.

The MSLF2 couples patient capital with
hands-on TA for investee companies, and
rigorous monitoring and reporting of
financial performance, as well as social
and environmental outcomes.

Investee companies will be empowered
with the financial resources and technical
know-how to continue delivering
sustainable production models beyond
the GCF investment period..

E.3. GCF Outcome level: Reduced emissions and increased resilience (IRMF core indicators 1-4, quantitative indicators)

Select appropriate IRMF core and supplementary indicators to monitor project/programme progress. More than one IRMF (core and or supplementary) indicators may be selected as
applicable for each GCF results area and project/programme outcome (as defined in the table in section B.2(b)). If IRMF indicators are unable to measure any given
project/programme outcomes, project/programme-specific indicators should be developed under section E.5 (project/programme specific indicators).

L Target
GCF Result Area IRMF MIEEns @1 VEmieEen Baseline Assumptions / Note
Indicator (MoV) Mid-term Finall®
:;;gcilerde?rﬁg?cgt g{ the Derisking will stimulate
project-level by investee sufflClent investor appetite
COmMDbanies. Cross- to invest capital into
Core 1 GHG emissi refer%nced1with remote sustainable agriculture and
ore 1: emissions ¢ forestr
MRA4 Forestry and . y
land use . reduced, avoided or sensing data 0 8.5 MtCO2e 17.2 MtCOze
removedisequestered Independent monitoring Palicy makers mai”tai”’
with mid-term and final ' enhance commitments to
impact evaluations. support SLF

108 The final target means the target at the end of project/programme implementation period. However, for core indicator 1 (GHG emission reduction), please also provide the
target value at the end of the total lifespan period which is defined as the maximum number of years over which the impacts of the investment are expected to be effective.
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Targets based on an
average of 70 ktCOze
sequestered per million
Euro invested — see Annex
22 for more details

ARA2 Health, well-
being, food and water

Core 2: Direct and

security

indirect beneficiaries
reached

Baseline and annual
reporting at the project-
level by investee
companies

Independent monitoring,
with mid-term and final
impact evaluations

31,500 direct
beneficiaries

Male: 20,475

Female:
11,025

125,500
indirect
beneficiaries

(50% women)

63,000 direct
beneficiaries

Male: 40,950

Female:
22,050

251,000
indirect
beneficiaries

(50% women)

Derisking will stimulate
sufficient investor appetite
to invest capital into
sustainable agriculture and
forestry

Policy makers maintain/
enhance commitments to
support SLM

Targets for direct
beneficiaries based on 260
farmers benefitting from
livelihoods generated by the
investment per million
invested, 44% women

Targets for indirect
beneficiaries estimated
using average household
size average across all 11
target countries, and using
population mix between
men and women at 50% -
more details in Annex 23

ARA2 Health, well-
being, food and water

security

Supplementary 2.1:

Beneficiaries

(female/male) adopting

improved and/or new

Annual reporting of
expected impact at the
project-level based on
expected impacts in
lending agreements

3,500 direct
beneficiaries

Male: 2,275

7,000 direct
beneficiaries

Male: 4,550

TA and creation of
knowledge products will
lead to expansion and
replication of sustainable




GREEN
CLIMATE
FUND

GREEN CLIMATE FUND FUNDING PROPOSAL V.3.0 | PAGE 51

E

climate-resilient

Evaluation including

business models for food

- , L Female: 1,225 | Female: 2,450 : !
livelihood options through a site visit of and fibre companies
project impacts at end of
investment period Direct workers contracted,
based on an average of 30
direct workers per million
External surveys and invested
assessments (third-
party) Target of 35% of direct
workers contracted will be
women
Annual reporting of
expected impact at the
project-level based on Derisking will stimulate
expected impacts in sufficient investor appetite
lending agreements to invest capital into
Core 4: Hectares of sustainable agriculture and
ARA2 Health, well- natural resources Evaluation including forestry
being, food and water | brought under improved | through a site visit of 52,500 105,000
security low-emission and/or project impacts at end of hectares hectares Policy makers mamtam/
climate-resilient investment period enhance commitments to
management practice support SLM
External surveys and Average of 430 ha per
assessments (th”-d_ million Euro |nVeSted,
party) assuming target fund size
of EUR 350M
Annual reporting of
ARA2 Health. well- Supplementary 4.1: exp_ected impact at the
- ’ . project-level based on
being, food and water | Hectares of terrestrial di :
i forest, terrestrial non- expected Impacts In h 14,000 20% of -
security . lending agreements 7,000 hectares hectares 0 of conservation areas

forest, freshwater and
coastal marine areas
brought under resoration

Evaluation including
through a site visit of

in forestry and 10% in
agroforestry




GREEN
CLIMATE
FUND

GREEN CLIMATE FUND FUNDING PROPOSAL V.3.0 | PAGE 52

E

and/or improved

ecosystems

party)

project impacts at end of
investment period

External surveys and
assessments (third-

E.4. GCF Outcome level: Enabling environment (IRMF core indicators 5-8 as applicable)

Select at least two relevant IRMF core (enabling environment) indicators to monitor and elaborate the baseline context and project/programme’s targeted outcome against the
respective indicators. Rate the current state (baseline) vis-a-vis the target scenario and select the geographical scope of the outcome to be assessed. Describe how the
project/programme will contribute towards the target scenario. Refer to a case example in the accompanying guidance to complete this section.

Core Indicator

Baseline context
(description)

Rating for
current state
(baseline)

Target scenario
(description)

How the project will
contribute

Coverage

Core indicator 7: Degree

to which GCF
Investments contribute
to market
development/transforma
tion at the sectoral,
local, or national level

Many barriers hamper the
financing and implementation of
sustainable forestry and
agricultural ventures in target
countries. High risk perception
from private and institutional
investors of transformational
agriculture and forest production
practices prevents the offering of
patient capital. Low technical
capacity of producers to target
and implement ambitious E&S
and climate objectives in
production practices and supply
chains.

Producers wishing to
transition to sustainable
production practices in target
countries have access to
finance at attractive prices
and tenors. Commercial
investors have more
experience and confidence to
invest in sustainable
agriculture and forestry
without imposing excessively
high-risk premiums. Adequate
support services are available
to enhance social and
environmental co-benefits as
well as adaptation and
mitigation targets.

By derisking initial
investments, the MSLF2 will
give institutional investors
increased exposure to SLM
businesses and help them
better assess the risk/return
ratio for investments in the
sector. Support for technical
assistance will improve
bankability and help
companies deliver and report
on social and environmental
sustainability improvements.

Multi-countries

Core Indicator 6: Degree

to which GCF

There is low technical capacity
from producers and sustainable

low

Companies wishing to engage
in sustainable agricultural

MSLF2 will provide capital to
allow companies to acquire

Multi-countries
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land management companies in production have access to required technology and
adequate technical assistance | advisory services. The MSLF
TA Facility will provide

investments contribute

MSLF2 target countries to
support to deploy best

support, advice and

to technology
deployment, develop and implement resilience
and mitigation actions to halt land practices and business cases
in resilient agriculture and knowledge networks to
support the transition to

dissemination,
development or transfer

and innovation

degradation and deforestation
forestry.

sustainable practices, and
encourage the monitoring,
reporting and improvement of
gender, social and
environmental performance
indicators that lie outside
companies’ core focus at
present.

The GCF investment in
MSLF2 will contribute to
creating coalitions and
knowledge to scale up

There is a clear detailed
roadmap for companies to
follow in order to improve their
production practices.

The use of sustainable forestry
and agricultural production

Core indicator 8: Degree

to which GCF
investments contribute
to effective knowledge
generation and learning

processes, and use of
good practices,
methodologies and
standards

practices is reserved to larger
global supply chain actors with
sufficient technical, financial, and
human resources to absorb the
costs associated to the transition
from land-degrading to land-
restoring practices. Compliance
with market regulations and
standards for sustainable
production and trade is out of

reach for smaller producers.

low

Blueprints of successful
sustainable business models
are available and can be
replicated and scaled-up, and
there is a community of
practice that companies can
access. Companies are
supported to comply with
supply chain traceability and
sustainability standards.

agriculture and agroforestry
business models that deliver

adaptation benefits and E&S
co-benefits while maintaining

success, by creating
blueprints for sustainable

concrete mitigation and

attractive returns for
investees and investors.

Multi-countries
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E.5. Project/programme specific indicators (project outcomes and outputs)

This section should list out project/programme-specific performance indicators (outcomes and outputs) that are not covered in sections above (E.1-E.4). List down tailored indicators
to monitor /track progress against relevant project/programme results (outcomes/outputs). AEs have the freedom to decide against which outcomes they would like to set
project/programme specific indicators. If any co-benefits are identified in sections B.2(a)(b), and D.3, AEs are encouraged to add and monitor co-benefit indicators under the

“Project/programme co-benefit indicators” section in table below. Add rows as needed.

Please number each outcome and output as shown below to indicate association of outputs to the contributing outcome. The numbering for outputs under this section should

correspond to the output numbering in annex 4 (detailed budget plan).

Project/programme Target
J prog Project/programme Means of Verification . .
results S : Baseline . . Assumptions / Note
specific Indicator (MoV) Mid-term Final
(outcomes/ outputs)
1 1
Output 1.1 Scalable Amount of capital Market conditions remain
fund raised and capital fundraised and Investment commitments | 0 EUR 350 EUR 350 favourable for fundraising
mobilized mobilized (in EUR) million (USD million (USD under expected financial

371 million%9)

371 million1)

terms

Investment agreements
with covenants governing
SLM

Output 1.2 Fund capital Financial accounts/ audits

disbursed to projects
delivering mitigation and
adaptation benefits

Amount (in EUR
millions) disbursed to
investee companies

Portfolio valuation 0
updates

Annual reporting

Mid-term and final
reporting

EUR 350 (USD
371 million11?)

EUR 350
million (USD
371 million12)

Macroeconomic
conditions remain
conducive to investment
success

Sufficient pool of
candidate companies in
MSLF2 target countries

109 FEUR/USD: 1.06
M0 EUR/USD: 1.06
1 EUR/USD: 1.06
12 FUR/USD: 1.06
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Output 2.1 Pre-

investment Technical

Number of candidate

Quarterly and annual
reports

Macroeconomic
conditions remain
conducive to investment
success

Sufficient pool of

. . . 1 1 . L
Assistance delivered to | companies supported | Investment roadmaps 0 0 3 candidate companies in
candidate companies MSLF2 target countries

TA support is sufficient to
make candidate
companies bankable
MSLF2 TA Facility Assistance agreements Macr.o.economlc.
. . - conditions remain
established with beneficiary : .
Output 2.2 Impact . conducive to investment
companies 0 . .
enhancement support . 1 TA vehicle 1 TA vehicle success
. Number of investee . .
delivered to ensure : : . operational operational
. . projects meeting Independent evaluation of .
achievement of climate L . TA and the creation of
. mitigation, adaptation | company performance
and other impact . . 8 21 knowledge products
S and against environmental 0 . .
objectives . . ) . contribute to sustainable
social/environmental | and social action plans .
oo business models for food
targets and 2X gender criteria ) .
and fibre companies
Project/programme co-benefit indicators
2,800 of 5,600 hectares
agricultural of agricultural According to specificities
Co-benefit 1: Number of hectares land land of each project
Ecosystem under natural Remote sensing TBD

conservation and
increased biodiversity

vegetation
cover/conserved area

4,200 hectares
of forestry land

8,400 hectares
of forestry land

Assuming 60%/40% ratio
of agriculture and forestry
investments, respectively
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Co-benefit 2: increased
gender equity via

Annual investee reporting

Due diligence reports at

Percentage of the .
Investment stage

Market conditions and
business opportunities
allow investment in
relevant companies that

investment in women at ;l;r;?sstﬁgrgg'gotgjt TBD 30% of 50% of meet 2X criteria
the fund and portfolio criteria Cross-checks and portfolio portfolio _
level independent baseline, TA support increases the
mid-term and final bankabll_ny of target
evaluations comp.am.es that meet the
2X criteria
Annual investee reporting ,
Direct workers
S i ) . . contracted. Based on an
Co-benefit 3: Improved | Number of direct jobs Site visits and cross 3,500 direct 7,000 direct average of 30 direct
lona-t lit ted checks with documents beneficiaries beneficiaries o
ong-term quality create . . workers / EUR million
. and interviews TBD ;
employment and (disaggregated by _ _ invested
improved livelihoods sex) Independent baseline Male: 2,275 Male: 4,550
L 0
mid-term and final Female: 1,225 | Female: 2,450 Target of 35% of total

evaluations

number of direct workers
contracted will be women

E.6. Project/programme activities and deliverables

All project activities should be listed here with a description and sub-activities. Significant deliverables should be reflected in annex 5 implementation timetable. Add rows as

needed.

Please number the activities as shown below to indicate association of activities to the related outputs provided above in section E.5. Similarly, please number sub-activities as
shown below to associate to the related activity.

Activities

Description

Sub-activities

Deliverables

Activity 1.1.1 Scale-up investment
facility and fundraise private

investment

Structuring a scalable investment
vehicle. Fundraising of co-financing
capital from public institutions and
private investors.

Sub-activity 1.1.1.1 Onboard and
reach legal agreements with new
investors (junior and senior)
Sub-activity 1.1.1.2 Consummate
subsequent closings and reach target
size

MSLF2 final closing

Activity 1.2.1 Identify portfolio

companies

Generation of pipeline opportunities
through Mirova’s own processes and

Sub-activity 1.2.1.1 Sign MoUs with
TA delivery partners

Annual investment pipeline status
reports
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network of partners. Screening of
opportunities to create shortlist for the
programme pipeline.

Sub-activity 1.2.1.2 Generate pipeline
from pool of candidate companies
Sub-activity 1.2.1.3 Create shortlist
based on initial screening

Activity 1.2.2 Disburse capital to
companies that implement climate
resilient SLM practices

Following due diligence and eventual
pre-investment support, provision of
long-term loans to eligible shortlisted
companies in accordance with defined
E&S and climate covenants

Sub-activity 1.2.2.1 Carry out due
diligence on candidate companies
Sub-activity 1.2.2.2 Update MSLF2
pipeline

Sub-activity 1.2.2.3 Present candidate
companies to investment committees
Sub-activity 1.2.2.4 Sign investment
agreements with shortlisted
companies

Annual investment portfolio reports

Activity 1.2.3 Monitor and manage
financial performance

Ongoing management and resolution
of issues related to financial
performance of investees

Sub-activity 1.2.3.1 Develop quarterly
and annual reports to investors on
financial results and performance of
investees

Sub-Activity 1.2.3.2 Steer investee
performance to maximize financial
returns

Timely reporting to investees and
delivery of expected results and
targets to investors

Activity 2.1.1 Investment roadmap &
readiness coaching

Identification of required areas of
investment-related support for
candidate companies. Delivery of
investment readiness support.

Sub-activity 2.1.1.1 Develop
investment roadmaps outlining
required areas of investment-related
support for candidate investees
Sub-activity 2.1.1.2 Deliver pre-
investment support in partnership with
TA delivery partners

Sub-activity 2.1.1.3 Review developed
frameworks in line with MSLF2
objectives and targets

Number of investment roadmaps in
alignment with MSLF2 objectives and
targets

Summary reports detailing investment
readiness support provided to
candidate companies

Activity 2.1.2 Joint pipeline
development and investment roadmap
review

In collaboration of with TA delivery
partners, finalize the MSLF2
investment pipeline and review of
candidate companies in alignment
with MSLF2 impact targets.

Sub-activity 2.1.2.1 Screening of
proposed investment roadmaps in line
with MSLF2 eligibility criteria, impact
frameworks and targets

Sub-activity 2.1.2.2 Sign investment
roadmap agreements

Investment roadmap presenting long-
and short-lists of candidate companies
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Activity 2.2.1 Deliver impact
enhancement technical assistance

Delivery of impact enhancement
support through the TA facility

Sub-activity 2.2.1.1 Establish TA
vehicle and operationalize
Sub-activity 2.2.1.2 Provide impact
enhancement support to companies
and facilitate compliance with
covenants and sustainability
certification bodies

Company reports on compliance with
mitigation/adaptation, gender,
environmental and social covenants

Certification and standards certificates
and reports

Activity 2.2.2 Impact monitoring and
long-term capacity development

Management of the MSLF2 portfolio
and reporting on expected adaptation
and mitigation results and impacts.

Sub-activity 2.2.2.1 Monitor ESG
performance of the MSLF2 portfolio
and identify areas for continuing
improvement

Sub-activity 2.2.2.2 Organize third-
party audits and assessments of
investee performance against agreed
E&S and climate covenants

Impact reports and KPIs
M&E mechanisms at the fund and
project levels

Activity 2.2.3 Programme level
monitoring and evaluation

E.7. Monitoring, reporting and evaluation arrangements (max. 500 words, approximately 1 page)

Monitoring and reporting system and procedures

211. In its role as Accredited Entity and through the MSFL2 as Executing Entity, Mirova will oversee and supervise the implementation of the MSFL2
programme in accordance with the AMA signed between Mirova and the GCF, and consistent with the IRMF. Mirova will be responsible for fund-level
monitoring and evaluation in collaboration with the MSFL2 Investment Team, the MSFL2 Programme Management Unit (PMU), country NDAs in each

target country, implementing the necessary tools and methods to facilitate monitoring and evaluation of the project.

212. The programme indicators described in the logical framework will be jointly monitored by the MSFL2 Investment Team, and country NDAs during the
implementation of the programme via annual supervision missions (or more as needed) that will include results, reflection and planning meetings (in-
person or virtual) with investees. This will happen within the framework of regular monitoring and evaluation (M&E) procedures established
implemented during the programme’s inception phase.

213. The EE will procure M&E and knowledge management specialists to support the monitoring, evaluation and learning (MEL) of investees at the fund-
level, by undertaking annual on-site visits or as needed. The M&E system at fund level will be compliant with the policies and procedures of the GCF,
country NDAs and Mirova. The procured M&E specialists will work with the MSLF2 Investment Team and MSFL2 to develop MEL tools and
approaches to deliver reporting arrangement and monitor KPIs described below.
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Reporting arrangements
214. At the company level, Mirova will produce the following monitoring and reporting products for the MSLF2:

Annual audited financial statements — to be communicated no later than 30 April each year
Quarterly management reports as of 31 March, 30 June, 30 September, and 31 December including the NAV of the Fund on those dates, as well as an
overview of the portfolio

Impact reports are communicated no later than 30 June each year. The annual impact report provides details on performance of the Fund in comparison
to KPIs at the fund-level and environmental/social measures from the managing companies and from the targeted Fund.

Evaluation process

215. The EE for Component 2 and the MSLF2 Investment Team will be jointly responsible for coordinating the independent interim and final evaluations.

216. The evaluations will be conducted using a question-driven approach, and may include assessments against the criteria of relevance, effectiveness,
and sustainability, among others. The evaluation criteria will be as required by the GCF Evaluation Policy.

217. The Interim Evaluation will be instrumental in contributing — through operational and strategic recommendations — to improve implementation,
setting out any necessary corrective and adaptive management measures for the remaining period of the investment(s), and identifying relevant
lessons learned for stakeholders in-country as well as the broader region.

218. The final evaluation will assess the relevance of the intervention at the fund-level, its overall performance, as well as sustainability and scalability of
results, differential impacts and lessons learned of investments.

219. Both evaluations will contribute to the evidence base for sustainable agriculture and forestry production at a national level and across the target
regions and will be published on the Mirova website and other relevant platforms. The mid-term evaluation will be undertaken when delivery
reaches 50% of the initial total budget and/or mid-point of scheduled programme duration. The independent Final Evaluation will be launched within
six months prior to the actual completion date of the programme.

Environmental and Social Impact Reporting
220. Together with the investees, the E&S specialists will conduct the following monitoring and reporting activities related to ESG and positive impact:

Review and report quarterly on the E&S Action Plan (ESAP) progress

Participate to quarterly ESG committees at investee’s level to review and advise on ESG milestones
Report annually on ESG impact metrics

Report on serious incidents.

Additional information on the incidents to be reported, environmental and social KPIs can be found in Annex 6 — E&S, and also Annex 11 — M&E Plan.
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F. RISK ASSESSMENT AND MANAGEMENT

F.1. Risk factors and mitigations measures (max. 3 pages)

Please describe financial, technical, operational, macroeconomic/political, money laundering/terrorist financing (ML/TF), sanctions,
prohibited practices, and other risks that might prevent the project/programme objectives from being achieved. Also describe the
proposed risk mitigation measures. Insert additional rows if necessary.

For probability: High has significant probability, Medium has moderate probability, Low has negligible probability
For impact: High has significant impact, Medium has moderate impact, Low has negligible impact

Prohibited practices include abuse, conflict of interest, corruption, retaliation against whistleblowers or witnesses, as well as
fraudulent, coercive, collusive, and obstructive practices

Selected Risk Factor 1

Category Probability Impact

Technical and operational Low Medium

Description

Agronomical/technical underperformance of the downstream investments. The impact of downstream investments
depends on effective implementation of technical and agronomic interventions by investees. There is a risk that these
interventions are not implemented effectively or yield results below expectations.

Mitigation Measure(s)

Based on experience with the LDN Fund, a strong technical/agronomical due diligence will be conducted prior to
investments. The Mirova team has developed over the years a network of third-party experts to facilitate such due
diligences. MSLF2 will not take agronomic innovation risk by financing new crops (i.e. planted for the first time in the
country), and will rely on proven sustainable land management interventions. Additional support will be provided to
investees through the Technical Assistance facility on a case-by-case basis.

Selected Risk Factor 2

Category Probability Impact

Governance Medium Medium

Description

Local governments are not committed to slowing land degradation and deforestation and therefore sustainable
change cannot be achieved. This risk may arise where measures that facilitate investments in sustainable land
management conflict with other priorities or established interests.

Mitigation Measure(s)

The MSLF2 focuses on countries that have demonstrated commitment to climate action. As part of the investment
due diligence process the MSLF2 will evaluate the degree to which investee businesses have achieved buy-in from
local governments and their stakeholders. The required stakeholder engagement process (see Annex 7) ensures
businesses engage local governments from the initial stages to align incentives; IDH, WRI and other TA delivery
partners already have established relationships with many of these governments. Investment plans will incorporate
awareness of relevant government policies, programmes and interventions at the national level that can facilitate
local government buy-in and support.

Selected Risk Factor 3

Category Probability Impact

Other Low Medium

Description

Emissions risk — an investee project fails to achieve its GHG target because either:
A. Anthropogenic or natural disturbances reverse sequestered carbon; and/or
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B. GHG emissions associated with intensification (e.g. greater mechanisation, more intensive use of fertilizers
and chemicals, soil disturbance, higher enteric fermentation etc.) at least partially offset the GHG benefits of reduced
extensification and carbon sequestration in protected forests.

Mitigation Measure(s)

Investees monitor forest and land areas for conservation and restoration, monitoring and case-by-case reporting on
reversal outcomes and remediation. Annual GHG monitoring for the LDN Fund indicates that “induced” emissions do
not make a material contribution to the GHG impact of Mirova investments; and this trend is expected to continue for
MSLF2. MSLF2 intends to employ remote sensing to identify reversals and the need for remediation on a case-by-
case basis. Reversals are accounted for in the KPI framework. Considering the large areas of protected forest and
expected small areas of reversals, the net result is projected to be slightly lower reported emissions benefits. The
forecast emissions impacts account for reversals and are built on conservative input assumptions, so the ‘actual’
sequestration should be higher than that reported (see Annex 22). This will tend to counter any reductions in
sequestration.

Selected Risk Factor 4

Category Probability Impact

Credit Medium Medium

Description

Risk of capital loss for investors. MSLF2 projects are subject to various project risks that may result in capital losses
for investors in the fund. GCF’s junior equity position helps to catalyse the participation of commercial investors so
that the fund can reach effective size to support low-emission and climate resilient agriculture, forestry and land use
projects in developing countries. The overall risk profile of the GCF’s capital is relatively high risk in case of
underperformance in the portfolio companies.

Mitigation Measure(s)

Diversification, across sectors, companies, and geographies will help to mitigate MSLF2 portfolio risk. Mirova has an
established track record of sustainable investment management across Africa, Asia and Latin America. To date,
Mirova has over EUR 31 billion in assets under management (as of 30 September 2024), strong sector expertise, and
a dedicated team of research experts. Mirova will conduct thorough due diligence prior to investment, and actively
monitor and manage investments throughout the life of the fund to identify and mitigate performance risk and
enhance financial returns as well as environmental and social impact.

Selected Risk Factor 5

Category Probability Impact

Technical and operational Medium Medium

Description

Inability to find investment opportunities and deploy capital in a swift manner. Implementation delays could potentially
reduce the period over which the fund generates climate benefits and investment returns, lowering its overall impact.

Mitigation Measure(s)

While many newly formed investment funds struggle to develop their investment pipeline, MSLF2 benefits from
Mirova’s experience with the LDN Fund and strong track record overall. Over the past years, Mirova has assembled a
strong team of professionals and has successfully deployed the LDN Fund through 13 investments (after screening
more than 400 opportunities). The team brings a broad international sourcing capacity with demonstrated transaction
execution success, ensuring a steady deal flow of investment ready opportunities. Over the years, Mirova has
developed a strong network with various stakeholders including development finance institutions, civil society
organisations, certification bodies (such as rainforest Alliance) and corporates. It is also part of several alliances
initiatives related to the AFOLU sector. In addition, Mirova’s TA facility partners will further support the identification of
prospective investment opportunities. Mirova is also reinforcing its local offices with a presence in Singapore and
Nairobi, which will allow the team to even have a more pro-active approach. Several investment opportunities in the
target countries are already under active consideration for MSLF2.

Selected Risk Factor 6
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Category Probability Impact
Credit Medium Medium

Description

Inability to “crowd in” sufficient complementary investment to reach effective size. The ability to deploy capital for
sustainable land management activities depends on MSLF2’s success in mobilizing investment from public and
private sources.

Mitigation Measure(s)

MSLF2 benefits from Mirova’s track record and the success of the LDNF. Mirova’s experience and track record,
combined with the downside protection provided by the junior tranche will overcome the perceived and actual
risk/return mismatch and lower the entry barrier for commercial investors. The increased international focus on
sustainable supply chain sourcing has increased demand for private sector investors to gain exposure to high impact
sustainable land and forest management investment opportunities. Mirova has already developed a strong pipeline of
interested investors, but in any case GCF maximum equity stake in MSLF2 will be respected.

Selected Risk Factor 7

Category Probability Impact

Technical and operational Medium Medium

Description

Difficulty to properly monitor the performance of the investments. Investee companies are primarily responsible for
reporting relevant data that is used to track and report climate impacts from the programme. Late or inaccurate
reporting from investee companies could affect MSLF2’s ability to monitor and manage performance and report to the
GCF and other investors in a timely manner.

Mitigation Measure(s)

Leveraging on the experience of the LDN fund, Mirova has developed a strong monitoring framework to follow its
investees and will apply this framework for the MSLF2. The Mirova TA Facility will support investee companies to
monitor and report climate, environmental and social impacts. Through the TA and investment teams, Mirova will play
an active monitoring role, bringing additional value to the companies. The strengthening of the local Mirova offices in
Africa, Asia and Latin America will also play a key role to ensure closer monitoring.

Selected Risk Factor 8

Category Probability Impact

Governance Medium Medium

Description

Adverse conditions arising from possible “force majeure” changes in the business environment (mass riots, civil war,
etc.)

Mitigation Measure(s)

Portfolio diversification will limit exposure to a given country and the country selection for MSLF2 programme has
taken into account a country risk assessment The team constantly liaises with Natixis’s Country Risk department,
which is consulted for every investment appraisal. Political risk insurance policies can be purchased in case of
significant exposure in a given country, associated with an increase of the country risk assessment. MSLF2'’s focus
on businesses that directly benefit the local community and engage actively with stakeholders helps those
businesses as well as the fund to anticipate and potentially mitigate this risk, as it aligns incentives with local
stakeholders to avoid disruption.

Selected Risk Factor 9

Category Probability Impact

Other Medium Medium

Description
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Product price risk: Volatility and cyclicality of agriculture and forest product prices impact borrowers’ ability to meet
repayment obligations.

Mitigation Measure(s)

MSLF2 will engage in active portfolio diversification to avoid excessive exposure to one type or only a few specific
products. Companies will be supported to obtain sustainability certifications that help their products attract a market
premium. The relatively long investment period for MSLF2 will help to smooth out short-term price shocks.

Selected Risk Factor 10

Category Probability Impact

Forex Low Medium

Description

MSLF2 is a Euro fund, and therefore may be exposed to currency risk where products and investee returns are
priced in local currency or Dollars.

Mitigation Measure(s)

Financing in local currency will be limited. Most of the investment will be in Dollars or in Euros directly. To minimize
the FX risk at investee level, MSLF2 will focus on companies active in supply chains with a significant exposure on
international markets, therefore getting revenues from exports in USD or EUR.

Selected Risk Factor 11

Category Probability Impact

ML/FT Low Medium

Description

Risk that the Fund is misused for money laundering (“ML”) and terrorism financing (“TF”) or any other financial
misconduct or crime.

Mitigation Measure(s)

The AE has an AML/CFT policy and dedicated risk and compliance officers aiming to ensure that ML/TF risks in the
process of fundraising for, and investments by, the Fund are properly identified, monitored, mitigated and reported, in
order to prevent the Fund and its customers, governing bodies and service providers from being misused for ML/TF
or any other financial misconduct or crime. No individual or entity that is listed on any UN Security Council sanctions
list, including the UN Consolidated Sanctions list, will be involved in any manner with the project or its activities, either
as a counterparty, implementer, or beneficiary. The Fund expects its business partners to apply similar standards of
conduct when working for and servicing the Fund.

Selected Risk Factor 12

Category Probability Impact

Other Medium Medium Medium

Description

Risk that MSLF2 is not able to exit a transaction according to original expectation.

Mitigation Measure(s)

Most of MSLF2 investments will be debt instruments with no exit risk, as the equity exposure is capped at 30%. The
relatively long-term nature of MSLF2 investments gives the fund the ability to “ride out” short-term challenges in
exiting an investment. Specific rights (such as tag along, drag along clauses) will be included in the legal
documentation to facilitate investment liquidity. Exit opportunities might involve (i) strategic investors (corporates
vertically integrated their supply chain) (ii) impact investors and (iii) TIMOs funds for sustainable forestry investments.
We see a growing interest from these different players for the sectors targeted by MSLF2. Assessment of the exit
strategy (including the market volatility/liquidity) is part of the pre- investment due diligence.
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G. GCF POLICIES AND STANDARDS

G.1. Environmental and social risk assessment (max. 750 words, approximately 1.5 pages)

221. Environmental and Social risk classification: The proposed MSLF2 programme is expected to generate
positive environmental and social impacts as it enables the implementation of sustainable agriculture and forestry
production practices at the company level in developing markets. The Fund requires investees to commit to the
highest standards of sustainable agricultural practices, social standards and environmental safeguards, and will
not invest in projects with unmitigable or minor impacts. In accordance with the GCF Environmental and Social
Safeguards Requirements, the overall programme rating according to IFC is categorized as I-2 and its sub-projects
as B.

222. Environmental and Social Management System: Based on its commitment to identifying and addressing the
ESG risks and impacts associated with its activities, Mirova developed an Environmental and Social Management
System (ESMS). This ESMS has been designed in accordance with Good International Industry Practice principles
(GlIP) and international lenders’ standards, among which the IFC Performance Standards.

223. It provides a framework defining roles and responsibilities, quantitative and qualitative objectives, policies,
procedures and tools for ESG management. As such, the ESMS enables Mirova to improve its ESG performance
through the systematic control and management of the organization’s ESG risks and responsibilities through:

¢ Identifying risks and responsibilities over which it has control or influence

e Developing action plans and procedures to respond to and manage significant risks
e Facilitating compliance with ESG policies, legislative and other obligations

e Measuring progress in achieving improved ESG performance.

224. Framework approach for risk assessment and mitigation: The ESG and Impact assessment process is fully
aligned with the common approach across the Natural Capital Business Unit at Mirova and in compliance with the
GCF Environmental and Social Policy. All assessments are conducted by independent Impact & ESG specialists
sitting outside of the fund within the Mirova Sustainability Research team, in close collaboration with the MSLF2
Investment team.

225. Environmental risks cover potential negative impacts on the natural environment — both in terms of protection of
ecosystems and pollution from chemicals (soil, water, air), and noise, as well as use of electricity and water
resources. Social risks cover potential negative impacts on local communities, project stakeholders and the
workforce. Governance risks, in this context, are restricted to the governance of E&S risks, and notably takes into
consideration the characteristics of the country of investment (risk of corruption, of child labour, forced labour,
strength of the environmental regulations, etc.).

226. The topics systematically covered by the ESG risk assessment comprise the following:
e Business Ethics
e Legal and Regulatory E&S compliance
e Certifications and Standards
e Environmental and Social Assessment and Management
e Pollution Control, Energy and Water use
e Biodiversity Conservation
e Human resources Policies & Procedures
e Health & Safety at work
e Community Health, Safety and Security
e Land Tenure and Land Use Change
¢ Indigenous Peoples' Rights and interests
e Stakeholder Engagement and Grievance Management
e Gender
e Cultural Heritage

227. Categorizing projects based on their level of inherent risk is also a best practice implemented by all Development
Finance Institutions signatory of the Equator Principles. The risk categories, adapted from IFC risk categorization,
are used to classify project-level inherent risk. Only if the assessment during the due diligence highlights inherent
risks that were not identified or sufficiently understood at the screening stage, this category can be revised during
the assessment process. The risk categories are listed in Section 2.2 in Annex 6 — ESG.

228. As an impact investment fund leading to positive impacts, MSLF2 will not consider investment in Category A
projects, which generate unmitigable negative impacts. MSLF2 will only invest in projects rated as “positive
impact” (low positive, moderate positive and high positive impact) and does not invest in projects rated at
“negative” or “negligible” impact. This approach complies with the definition of “sustainable investment” per the
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European SFDR regulation, covering all three aspects of positive contribution, DNSH (Do not Significant Harm)
and good governance. It ensures a robust integration of sustainability risks in all investment processes and limits
the potential negative impact of these investments.

229. Impact assessment: Key Performance Indicators presented in Annex 6 and Annex 11 are monitored at two levels:

e Atthe level of the invested assets, we use them as parameters in the investment decision process and as a
basis for follow-up exchanges with management after investment. Indicators are tailored to reflect the
specificities of each asset.

e At the portfolio level, to ensure the alignment and performance of invested assets with respect to the
ambitions of a given fund.

230. After assessing the expected positive impacts of a potential project, MSFL2 analyses its alignment with the
Fund’s impact strategy, including Fund-level impact indicators and co-benefit indicators as described in Section
E — Logframe, above. The Fund-level requirements in terms of ESG impacts are described in Annex 6, section 4
in general terms, and by sector and topic of investment. Regular monitoring and evaluation arrangements of
ESG-related metrics are described in Annexes 6 and 11.

231. Information disclosure: In accordance with GCF information disclosure requirements, the Environmental and
Social Management System will be translated and disclosed in English, French, Spanish, Arabic and Malay on
the Mirova website by 27 January 2025 at the latest. Physical copies will be made available in each country as
investments are made.

G.2. Gender assessment and action plan (max. 500 words, approximately 1 page)

232. The assessment of the seventeen target countries identified context-specific challenges for advancing women’s
participation in forestry, agriculture and land restoration activities. While women’s labour force participation varies
across countries, social norms and discriminatory laws limit mobility, access to land resources, assets and
opportunities. Particularly in agrifood value chains, women remain relegated to small-scale value-added work, or
in subsistence crops in many countries, they continue to face several barriers which limit their effective
participation in agri-food systems. Mirova recognizes that an in-depth understanding of the gender barriers, gaps
and opportunities in each specific context will be needed to inform gender-responsive investments. Mirova’s
approach in MSLF2 will ensure that projects address the specific gender barriers present in their contexts of
implementation, and that they integrate gender considerations across their business operations.

Gender lens investing thesis for MSLF2:

233. The MSLF2 builds on Mirova’s philosophy and dedication to responsible investing, based on the notion that
directly and indirectly encouraging and fostering better environmental, social and governance (ESG) practices is
essential to creating long-term value for society as a whole.

234. The fundamentals of the MSLF2 strategy are to invest in sustainable land-use projects and companies in the
forestry and agriculture sectors, while targeting positive impacts in terms of climate mitigation and adaptation as
well as co-benefits in biodiversity protection, community inclusion and gender equality.

Programmatic approach to gender equality
235. The MSLF2 approach ensures that activities are established on a foundation of identifying, minimizing and
mitigating social and gender risks, underpinned by sound and accountable governance. In alignment with the ESG
Policy, the gender approach requires investments in the MSLF2 to:
¢ Comply with national environmental, social and labour laws and regulations.
e Comply with the Fund-level ESG Policy (which includes any ESG requirements of investors in the fund) and all
issue-specific Policies.
e Meet the objectives of internationally recognized sustainability standards such as the IFC Social and
Environmental Performance Standards
236. Eligible investments must be land-based projects that fulfil and demonstrate several eligibility criteria, including
among others:
e Demonstrated benefits: projects should clearly benefit local communities (job creation and smallholder
inclusion) with gender equality.
e Environmental & Social (ESG) risk management: robust ESG Standards are an integral part of the Fund’s
approach, and ensure the responsible handling of ESG risk.
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237. To meet these requirements, MSLF2 applies a gender and social inclusion lens at different stages of the
investment process and focuses on supporting investee companies to meet their gender and inclusion outcomes
and to achieving gender equity impacts.

238. At the investment process level, the Fund’'s ESG analysis will be fully integrated within the investment
process, from pre-screening, to due diligence, contracting (through gender-related milestones) and monitoring of
progress. MSLF2 fund is therefore committed to apply a gender and social inclusion lens in its investment
process and foster its implementation at project level through the following steps:

e Conduct a contextual analysis at the country and sector level using publicly available information prior to the
screening phase

e Assess gender risks and impacts at project level during the due diligence phase

e Include a requirement on Gender Action Plan and women’s empowerment in the contractual Environmental
and Social Action Plan (ESAP)

239. At the project level, a Gender Action Plan is seen as a key item to:

e Operationalize the constraints and opportunities for women and men identified during the gender analysis
phase,

e Serve as a project manual to ensure women’s equal participation, management in and enjoyment of project
activities and benefits, with clear responsibilities and timelines for implementation, and

e Require periodic reviews of gender action implementation.

240. At the portfolio level, alignment with international industry standards will be tracked, striving for 2X Challenge
compliance for 50% of the portfolio. Finally, there will be opportunities to compile lessons learned and share them
across the portfolio in terms of what strategies are working well, what is falling behind, and what successful factors
can be captured in the implementation of the gender action plans.

Gender Technical Assistance support

241. The design of the gender TA approach builds on the assumption that all investees will require support to
develop their GAPs, while only a smaller proportion of the portfolio will require hands-on support to implement
their GAP and track progress during project implementation. Gender TA will be provided pre- and post-
investment with the purpose of supporting investee companies to comply with ESG standards, to enhance their
gender and social inclusion impacts, and to align with industry standards (i.e. 2X Challenge) while supporting
companies to achieve their business and impact results.

242. The complete gender assessment, including the programmatic approach, targets and the 7 countries studies,
and programme gender action plan, are provided as Annex 8.

G.3. Financial management and procurement (max. 500 words, approximately 1 page)

Financial Management

243. Section B.4 Implementation Arrangements describes the contractual relationship between Mirova as AE, the
MSLF2, the TA Facility (TAF), and project investee companies. The detailed provisions regarding financial
management of GCF resources by the AE will be described in the FAA. Mirova will be overall responsible for
project implementation and reporting obligations to the GCF. Periodic reporting will be provided by Mirova to the
GCF specifying among others:

e The amounts already committed by the MSLF2 by country and by project;

e The amounts already committed and disbursed by the TA Facility by country;

e The remaining amount on different GCF accounts;

e A provisional disbursement schedule on a one-year rolling horizon;

e For the loan component, a list of incidents recorded during the repayment period of the loan provided to
project clients.

Such reports will be submitted in English to the GCF in line with reporting timelines to be captured in the Term Sheet
and Funded Activity Agreement (FAA) respectively.

244. Mirova will be responsible for establishing KYC/due diligence processes including anti-money laundering and
other evaluations of investors according to each respective institution’s internal policy requirements. Mirova will
be responsible as AE for all funds of the MSLF2 programme. Credit risk monitoring of project borrowers /
investees will be carried out by Mirova. Audits will be carried out on an annual basis. Mirova’s internal audit team
monitor transaction activities relating to disbursement of funds for each investment as well as repayments
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following international standards. MSLF2 financial statements will be prepared in accordance with international
accounting standards (Lux GAAP).

Disbursement

245. Disbursement by Mirova to the MSLF2 and TA Facility will be consistent with the FAA and Term Sheet. These
will be subject to the fulfilment of all conditions precedent. Disbursement by the MSLF2 to investee companies
will follow the procedures and requirements described in the Term Sheet.

Procurement

246. The procurement of Goods and Services for Funded Activities, whether by Mirova as AE, the MSLF2 and TA
Facility, or by a third party, shall be done in accordance with Mirova’s procurement rules, policies and
procedures, which are consistent with international procurement standards. The procurement manual outlines
the processes and procedures for each procurement method, as well as their applicable thresholds. Please see
Annex 10 for the detailed procurement plan for the programme.

G.4. Disclosure of funding proposal

Note: The Information Disclosure Policy (IDP) provides that the GCF will apply a presumption in favour of disclosure
for all information and documents relating to the GCF and its funding activities. Under the IDP, project and
programme funding proposals will be disclosed on the GCF website, simultaneous with the submission to the Board,
subject to the redaction of any information that may not be disclosed pursuant to the IDP. Information provided in
confidence is one of the exceptions, but this exception should not be applied broadly to an entire document if the
document contains specific, segregable portions that can be disclosed without prejudice or harm.

Indicate below whether or not the funding proposal includes confidential information.

[ No confidential information: The accredited entity confirms that the funding proposal, including its annexes, may
be disclosed in full by the GCF, as no information is being provided in confidence.

With confidential information: The accredited entity declares that the funding proposal, including its annexes, may
not be disclosed in full by the GCF, as certain information is being provided in confidence. Accordingly, the accredited
entity is providing to the Secretariat the following two copies of the funding proposal, including all annexes:

o full copy for internal use of the GCF in which the confidential portions are marked accordingly, together with
an explanatory note regarding the said portions and the corresponding reason for confidentiality under the
accredited entity’s disclosure policy, and

e redacted copy for disclosure on the GCF website.

The funding proposal can only be processed upon receipt of the two copies above, if containing confidential
information.
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H. ANNEXES

H.1. Mandatory annexes

X

Annex 1  NDA no-objection letter(s) (template provided)

X

Annex 2  Feasibility study - and a market study, if applicable

X

Annex 3  Economic and/or financial analyses in spreadsheet format

X

Annex 4  Detailed budget plan (template provided)

X

Annex 5  Implementation timetable including key project/programme milestones (template provided)

X

Annex 6 E&S document corresponding to the E&S category (A, B or C; or 11, 12 or 13):
(ESS disclosure form provided)
1 Environmental and Social Impact Assessment (ESIA) or

] Environmental and Social Management Plan (ESMP) or
[ Environmental and Social Management System (ESMS)

[0 Others (please specify — e.g. Resettlement Action Plan, Resettlement Policy Framework,
Indigenous People’s Plan, Land Acquisition Plan, etc.)

X

Annex 7 Summary of consultations and stakeholder engagement plan

X

Annex 8  Gender assessment and project/programme-level action plan (template provided)

X

Annex 9  Legal due diligence (regulation, taxation and insurance)

X

Annex 10 Procurement plan (template provided)

X

Annex 11  Monitoring and evaluation plan (template provided)

X

Annex 12 AE fee request (template provided)

O Annex 13 Co-financing commitment letter, if applicable (template provided)

Annex 14 Term sheet including a detailed disbursement schedule and, if applicable, repayment schedule

H.2. Other annexes as applicable

O Annex 15 Evidence of internal approval (template provided)

O Annex16 Map(s) indicating the location of proposed interventions

Annex 17  Multi-country project/programme information (template provided)

O Annex 18 Appraisal, due diligence or evaluation report for proposals based on up-scaling or replicating a pilot
project

O Annex 19 Procedures for controlling procurement by third parties or executing entities undertaking projects
financed by the entity

Annex 20 First level AML/CFT (KYC) assessment

O Annex 21 Operations manual (Operations and maintenance)

Annex 22  Assessment of GHG emission reductions and their monitoring and reporting (for mitigation and
cross cutting-projects)!13

Annex 23  Beneficiary calculation methodology

* Please note that a funding proposal will be considered complete only upon receipt of all the applicable supporting documents.


https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_1_template_-_NDA_no-objection_letter.docx/dac6e101-5a91-63b3-817e-627286c79c85
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_4_template_-_Detailed_budget_plan.xlsx/2d34b526-e650-804a-81ca-ecb5a293985d
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_5_template_-_Implementation_timetable.xlsx/2e73b0d1-3f1d-5870-609a-3e6b39905e9c
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_6_form_-_ESS_disclosure_report.dotx/b5fd8542-6a8a-5a37-f099-5e6d6744fa25
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_8_template_and_guide_-_Gender_assessment_and_action_plan.doc/fe5711ca-8fcf-1a14-5d3e-804aad1a7827
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_10_-_Procurement_plan.docx/4a360e64-5f03-e02e-408b-6239fccaedb3
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_11_template_-_Monitoring_and_evaluation_plan.docx/6a3b64be-9712-454b-b948-99cf8ffc43bb
https://www.greenclimate.fund/documents/20182/193373/Funding_Proposal_Annex_12_template_-_AE_fee_request.xlsx/4e9450c0-6bf0-8290-24b7-2ff43ca95c01
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_13_template_-_Co-financing_commitment_letter.docx/16bb3e0a-be63-19cd-d352-460176f4a569
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_15_template_-_Evidence_of_internal_approval.docx/dcb5743a-46d9-0e8f-2da6-b9b58371f82b
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_17_template_-_Multi-country_project_programme_information.xlsx/95110afa-ab09-f948-1abe-5887bcfec594
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Legal Information

Mirova

Portfolio management company - French Public Limited liability company with board of Directors
Regulated by AMF under n°GP 02-014

RCS Paris n°394 648 216

Registered Office: 59, Avenue Pierre Mendes France — 75013 — Paris

Mirova is an affiliate of Natixis Investment Managers.

Natixis Investment Managers

French Public Limited liability company

RCS Paris n°453 952 681

Registered Office: 59, Avenue Pierre Mendes France — 75013 — Paris
Natixis Investment Managers is a subsidiary of Natixis.

113 Annex 22 is mandatory for mitigation and cross-cutting projects.
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