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Climate change and land use are interconnected

Climate change
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Setting the scene: deforestation, agriculture, and land-based
ecosystems

B Agriculture is the biggest cause of deforestation.

B Smallholders and/or family farms occupy an estimated 70 to 80% of the global
farmland, producing more than 80% of the world’s food.

Locally-owned, sustainable land-use solutions are of paramount importance

B Although ~USD 73 Billion USD is invested in food value chains, only little reaches
smallholders.

B How can we reduce conflict over land and ensure that (climate, conservation,
and biodiversity) investments reach the grassroots level?
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Program

B Tropenbos’ business case development and interaction with Financial
Service Providers in Ghana

B The Forestry Climate Change Fund
B The Dutch Fund for Climate and Development
B Discussion and Q&A
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Protecting forests through the financial inclusion of
local and indigenous communities

European Microfinance week, 16 November 2022, Luxembourg
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Background

o Agriculture causes 70% of global deforestation, predominantly through land for agrocommodities.
o Deforestation and forest degradation cause over 30% of climate change.
o 70-80% of farmland is occupied by family farms, producing >80% of the world’s food.
Ref: FAO (2018) The State of Food and Agriculture - Innovation in family farming. FAO, Rome, Italy.

o Of the 570 million family farms worldwide, >500 million farms have <2 ha; >410 million are <1 hectare.

Ref: ESA working paper no. 14-02: “What do we really know about the number and distribution of
farms and family farms in the world?”. Background paper for The State of Food and Agriculture 2014.

o Integrating food production and forest conservation through agroforestry addresses some of the biggest
global challenges such as climate change, the loss of biodiversity, and the increased food insecurity.

o Financing the transition of traditional smallholder practices to responsible agroforestry practices is
extremely difficult.

o However, agroforestry is also financially more lucrative, with a higher Rol, compared to monocultures.
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Aggregate (work with
cooperatives or FFPOs)

Blended finance
Guarantees
Modified fund structure

Capacity building &
Technical Assistance







Green Finance for SMEs

in forestry and agro-forestry

Trial in Ghana

Based on Rural Enterprise
Development Fund (IFAD, AfDB, and
nat. financiers)

Highly concessional blend of:
- TA

- Guarantees

- To revolving fund




RISK-SHARING MECHANISM
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On our way to a
revolving fund?

Cocoa agroforestry in Quindio, Colombia. Photo: ©@GATO - stock adobe.com
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FCCF: Timeline and history

Forestry and Climate

—»—Change Fund
4

Launch of the Extension of the TA
partnership with Forest Program due to Covid
specialists for another 18 months
Oct. 2015 Oct. 2017 Oct 2022
Launch of the FCCF 2016 Launch of the FCCF 2020 End of the investment
technical assistance Sub-Fund period.

program
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FCCF: Focus on regeneration of Secondary and Degraded tropical forests

20 miion ba 160
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Protected Forest Concessions Secondary and degraded forests Planted
(SDF) forests
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FCCF: Theory of Change

BASELINE

SDF* are not
sufficiently valued
economically,
leading to
deforestation and
degradation,
particularly for young
SDF

Natural Capital

The lack of markets
and demand for SDF
wood, including
lesser known species
and lesser qualities

Wood Value inhibits their
Chains sustainable
management
Equity &
Inclusion

INFUT

Investment and
mohbilization of
finance for entities
providing financial
and technical
resources for
sustainable
management and
restoration of SDF

Investments in
processing industries
& commercialization
and financing of
equipment for the
transformation of
wood from SDF

OUTPUT

Investees have
access to financial
and technical

restoration of SDF

Investees market
products based on
wood from SDF

Investees commit to
use lesser-known
and lesser quality

wood

OUTCOME

SDF of local forest owners
are under management and
deforestation rates are
reduced.

Active management
improves forest growth,
biodiversity value, species
composition and carbon
stocks.

Sustainable value chains
for SOF wood develop

Value chains finance the
sustainable management of
SDF and renumerate forest

owners in line with
opporiunity costs

IMPACT

The sustainable management
of SDF is a scalable,
economically attractive land
use option sustained by wood
as a valued marerial
EDG 8 - Decerd Work & Economic
Growith
S04 5 - Industry, innovation &
Infraziruciure
EDNG 12 - Rezponzible Production &

Conzsumpdion

SDF: Secordary and Degraded Forests
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FCCF: Degradation curve and restoration of tropical forests

: Carbon business model ‘

Volume/Carbon t/ha

Primary Managed Logged-over Delorestaton ~ Phase | Phase Il Phaselll  Phase IV Permanent production

Cattlo tarming fOfeSt
Forest Forest forest Agriculturo Secondé y Forest

Source: CATIE / FCCF
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FCCF: Holistic forest restoration model

For areas of later-stage
secondary & degraded
forests

For areas of
early-stage secondary
& highly degraded forests

Timber driven restoration model (with high
biodiversity & climate impact)
= Focus on future crop tree management

= Value chain development for lesser-known species
= Restoration of over-exploited commercial species
= Development of permanent production forests

same service provider and same forest

Significant operational synergies since 1
area

Transition to

Carbon & biodiversity eco-system timber model
services model over time
= Focus on low-cost natural forest

regeneration financed through I

issuance of carbon credits

Re-establishment of commercial

species

Forest protection and surveillance

www.e-mfp.eu
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FCCF: Business Model

Leading to the restoration
of natural forest capital
serving small &

medium sized
forest owners

Market connection /
value chain
enterprises

Community
managed forests

E.E Technical assistance

Forestry and Climate
Change Fund

Equity and debt investments

www.e-mfp.eu




EUROPEAN
MICROFINANCE WEEK

connecting the inclusive finance world

FCCF: Flexible investment process

Pruject mnnitoring & development
Management

due dil. ' - - i

Management
due dil.
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FCCF: Financing instruments

Financing Terms & Conditions
Start-u ui FCCF equity : Equity IRR
inclusion Dfpseq 'tl'.'l" uity Sub-ordinated debt pricing: Interest rate + profit participation
Sub-ordinated degt Sweat equity: Salary discount
L - Security / recourse: Unsecured
Pricing: Senior debt (variable rates)
Venture debt - Capex Security / recourse: Machinery asset pledge
Tenor: 6 - 10 years, amortizing
Pricing: Senior debt (variable rates)
Security / recourse: Land use right / biological assets [ carbon
Tenor: According to land lease/use agreement
Venture debt - Working Pricing: Senior debt (variable rates)
ital Security / recourse: Inventory / invoices
cap Tenor: 1-2 years, renewable
. Fricing: Senior debt (fixed rates)
FeL t:i?m Ll Security / recourse: Depending on use equivalent to venture debt
inance Tenor: 1—5years

www.e-mfp.eu
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#emw2022

Dutch Fund for Climate
and Development

European Microfinance Week
November 2022 www.thedfcd.com

Photograph is of a smallholder micro-plantation in Kenya, enabled
by Komaza, an out-grower platform that supports rural farmers with
planting trees on degraded land, improving incomes, reducing the
risk of landslides, and strengthening biodiversity. Komaza received
a USD 7.5 min DFCD Land Use Facility investment in July 2020.
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Climate adaptation is “the process of
adjustment to actual or expected climate
conditions and their effects on human and
natural systems to avoid or limit harmiul
consequences and/or realize benefits’

IPCC, 2018
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Forestry Oceans & Ecosystems

Food Sanitation
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Land and Ecosystems
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Mission To enable private sector investments in projects aimed at climate adaptation
and mitigation in developing countries, particularly to strengthen the climate
resilience of vulnerable populations and ecosystems.

Management Consortium of FMO, SNV, WWF and CFM

Size EUR 160 min

Structure Origination Facility (30 miIn), Land Use Facility (55 miIn), Water Facility (75 min)

Instruments Full range: Technical Assistance, Grants, Debt, Equity, Mezzanine

Donor Dutch Government | Ministry of Foreign Affairs

Launch May, 2019

Investment Period

Until 2022 (with reinvestments afterwards)

Fund Term

Until 2037 (incl. possible extension)

Geographies

Developing countries (Minimum 25% LDCs, 25% NL-Priority Countries)

Sub-targets

Minimum 50% of investments in adaptation

# targeted 25 Land Use Facility, 30 Water Facility, 35 Origination Facility bankable
investments business cases

Risk appetite High risk with concessional return targets: 75% revolvability by 2037
Ticket size Grants up to EUR 350,000, Equity/Debt EUR 1 min — EUR 10 miIn

FUND [MANAGERS

Netherlands *
&)
Development 53
emmrmemmme  Organisation
©

WWF

www.e-mfp.eu
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Traditional DFls like Private
NGOs FMO Investors
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Cumulative
profit/loss
Finance

Finance

Grants Time

Valley of
Death

Project abandoned
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The project / finance lifecycle
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connectl
Ideas / Discovery AL Al ent Commercialization Implementation at Scale
Development Upscaling

Traditional Blended Finance DFls Private
NGOs FMO Government Funds FMO A Investors
< > M < > < > < >
Cumulative
profit/loss [ S 0 2 1
Finance
DFCD
Land Use & Water
Facility
Finance

Grants Grants & Concessional Time
Technical Finance
Assistance

Valley of
Opportunity

A/Profitability
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DFCD

LEAD PARTNER
FMO

DFCD ADVISORY BOARD

MEMBERS
FMO, CFM, SNV, WWF-NL

SUB-DELEGATION AGREEMENTS

WATER FACILITY LAND USE FACILITY
FACILITY MANAGER FACILITY MANAGER

CFM FMO

INVESTMENT COMMITTEE INVESTMENT COMMITTEE
CFM, INVESTORS




A “Landscape Approach” is a way of
managing.the landscape by-long=term
collaboration among multiple stakeholders,
withithe-purpose of achieving sustainable

landscapes. .
A “Landscape’” is-a socﬁ)o-ecologmal sysiem

that-consists of:natural-and/or human modified
ecosystems;-and which is influenced by
distinct ecological, historical, economic-and
soclo=cultural‘processes and activities.
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Bankable

Kafue Flats

Kafug River

| {

Itezhi-tezhi
L

Ite Namwala o
3 - -
BN\ Mazabuka
ZAMBIA § §'
25

Kafue

FMO
$10m |
Irrigation SNV
improvement ==

WWE

Kafue

e Rjj
S R”'& Gorge
Dam

40 ‘II _ Lochinvar National Park 6

g

FMO

$12m

Manage Cattle
Farming

SNV

WWF

Kilometres

$50m
Water treatment S N V
system -

WWF

Example
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@ Bangladesh
Sustainable Shrimp Farming

@[ndia
Rice paddy straw recycling

Egypt o _ ____

Wastewater Treatment
Waste to Energy

Malie - - -» @ Vietham

Fecal Sludge and Sustainable greenhouses

Water Management

q
e Liberia o- e Indonesia
. &> o : X - Cooperative-based
Boliviao----- : - Sustainable Commodity Seaweed Aquaculture
Climate resilient rural S Debt Financing

@ Indonesia
Peatland Restoration
Community carbon project Carbon Model

= ¢
i- - -e Kenya 1 @;{ — N
1 : PV Powered Desalination : %byf /) <4 %\\
1 1 = Su
1
1 i
1

- - -0 Kenya
— -- Smallholder Micro
. Plantation Model
Namibia o- - - - ' PP

Seaweed Aquaculture -——- é Kenya i
a Resilient Farmer 1

1

1

1

farmer microfinance

Sierra Leone & Ghana &
Sustainable & Inclusive
Timber Plantation

¢

Geographic mandate:

. All OECD DAC list of ODA Recipient
countries

. Minimum 25% allocation to LDCs

. Minimum 25% allocation to NL-Priority
Countries

N

Input

Thematic mandate:

. Only climate relevant projects (Rio
Marker 2)

. Minimum 50% allocation to adaptation
(target is 65%)

Africa and Asia (regional)b
Ballast water Treatment

Asia (regional) [
Carbon Efficient Container System

www.e-mfp.eu
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C{?N! KUM AZ A Project Type Micro-forestry

Location Kenya
Komaza designed a forestry model to get Kenyan smallholder farmers
out of poverty and to address the large and fast-growing wood market in
Africa. Komaza offers these farmers the option to plant fast growing Ha of forest under sustainable 4,974 (baseline)
trees, like eucalyptus and melia (a native, drought resistant species) on management ’
their untapped parts of land. This provides farmers with the opportunity # of smallholder farmers supported 16,029 (baseline)
to generate additional income over a longer period.

EURTFEAN
J WICROFINANCE
PLATFORM

DFCD LUF Investment (Equity) USD 7.5 min

GHG sequestration (tCo2eq) TBD
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www.thedfcd.com

FUND [MANAGERS

W Ministry of Foreign Affairs of the ; N v
§ Netherlands Entrepreneurial
T —

Development
Bank
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