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A. SUMMARY AND OVERVIEW

Description of programme 

The eco.business Fund (EBF) was set up in December 2014 by the German Development Bank KfW, Conservation International and Fund Advisor Finance-in-Motion (FiM). The Fund lends money to Partner Institutions (PIs) in ODA-eligible countries, with conditions attached that require those PIs to on-lend that capital to end-borrowers who meet predetermined sustainability criteria. It also makes some direct investments in larger businesses. End-borrowers can be in the sustainable agriculture and agri-processing, forestry, aquaculture, or tourism sectors. Systemic change follows from embedding improved lending practices in banks and large corporates such that change outlasts the loan itself and sets a wider example.

Fund investees typically include banks offering specialised loans for farmers and businesses who are practising or contributing to sustainable land management. Eligible end-borrowers include those who are producing or processing commodities certified by international labels such as Rainforest Alliance or Fairtrade. Also included are farmers using techniques like drip irrigation, reduced pesticides and fertilisers, and improved soil management to minimise their resource use and impact on nature, and processing plants using, for example, renewable energy or reduced water use in cleaning processes. Sugarcane, coffee, farmed shrimp and bananas produced to improved sustainability standards are the commodities most commonly funded by EBF.

In 2016 and 2019, Defra bought a total of £32.6 million of ‘Junior Shares’ in the Fund’s Latin American and Caribbean sub-fund (LAC). In 2024, Defra’s Junior Shares, which carry a greater risk and lower reward than other investment options to incentivise other private and public investment, constituted about 4.6% of the sub-Fund. The Fund also operates a Development Facility (DF) to provide Technical Assistance (TA) to partners. FiM acts as an adviser to the Board of Directors – the independent panel nominated by the Fund’s shareholders – where Defra sits as an observer. The Board has the ultimate decision-making authority, providing scrutiny for investments and guiding Fund strategy.

Summary supporting narrative for the overall score in this review

Output milestones were revised upwards in 2023, and already by 2024 EBF was beginning to substantially exceed most of the new, higher targets, with notable increases in the number of commodities being funded, the number of Green List activities, and the proportion of loans going to Green List borrowers (borrowers who practise an approved sustainability activity without having full certification – making finance available to smaller businesses with lower costs). Across two out of three output categories the results scored A++, with an A for TA outputs. This is due to a slight overshoot in the TA budget, although the overall cost per project came down, with a greater number of projects completed; in future this indicator could be adjusted to represent cost efficiency per project, rather than overall spend targets, which will make for a more useful assessment. The DF was slightly below target on the number of events delivered, as it has shifted focus to other forms of outreach (e.g., online platforms). The programme has therefore been given an A+ as an overall score.

Performance

2024 was a challenging year for the Fund, with three investments losing money. However, the blended finance structure held up well under this strain, with senior investors maintaining their positions, and a new investor even joining with full transparency about the ongoing difficulties. This means Defra’s basic objective as a public investor (to derisk and incentivise private capital) is working and the Fund is still attractive to private impact investors: a success for our EBF programme. Meanwhile the Fund expanded into Brazil, a country with huge potential for investment in future. The Fund fell short of fundraising targets, due to a lack of junior capital, but in 2024 Defra allocated a further £9.1 million to the programme, which is being invested in 2025 for a 15-year period and will unlock up to £36 million in senior (mostly private) capital.

EBF celebrated ten years since its launch in December. Since inception, the Fund’s PIs have disbursed 42,871 sub-loans to end-borrowers, worth $4,252 million in total. From establishment to the end of 2024, the work of the Fund and DF led to 3.8 million tonnes of CO2 sequestered through agroforestry activities (net), 30.7 million m3 of water saved and 1,157,000 ha of farmland supported under sustainable management.

The Development Facility

The DF is a separate entity that sits alongside EBF’s investment portfolio to provide grant finance directed at TA projects. Most TA is provided to investees in order to maximise the impact of investments and embed social and environmental practices into financial systems. Typical examples of projects include promoting environmentally sustainable land-use practices within small businesses to enable environmental sustainability standards to be achieved, sponsoring events, running capacity building workshops, and with PIs developing sustainability strategies and/or implementing Environmental and Social Management Systems (ESMS). In 2024, the DF completed 25 projects, totalling 118 since inception and a big increase on previous annual project completion. A highlight for the DF and EBF was development of a new biodiversity indicator, for launch in 2025. Having made a small contribution of £170,000 to the DF in 2018, Defra made a £2 million contribution in March 2025 which will fund many more TA projects that increase the effectiveness of EBF’s loans.

Progress on 2023 AR recommendations

1. Review FiM’s updated Theory of Change (ToC) and its underlying assumptions (based on standard ODA best practice that a ToC should be reviewed every three years).
After consideration, the ToC was not updated or reviewed in depth, reflecting the fact it is owned and managed by the Fund and, critically, no significant change in approach has occurred. However, the Impact Framework of the TA Facility was strengthened, contributing to the Fund’s ToC. This recommendation can be closed unless or until the Fund significantly changes its methods of operation.

2. 2024 AR should report on FiM’s pilot of collecting gender data for sub-borrowers.
The pilot is ongoing. As reporting was on a voluntary basis only three of ten PIs asked reported this data, which was not enough to draw any conclusions. A gender indicator was rolled out to all PIs at the end of the year, but still not as an obligatory reporting duty; the Fund continues to encourage reporting on this, but notes that PIs have a heavy reporting burden to the Fund Advisor already in relation to EBF funding.

3. Explore with FiM for the next AR the impact of the Fund on smallholders and Indigenous Communities.
EBF has financed more micro-finance institutions in 2024, including two Cajas (Cusco and Arequipa) in Peru and Genesis in Guatemala, increasing outreach to indigenous populations, though in some countries requesting racial data is illegal, so these impacts will be hard to quantify despite good qualitative evidence of benefits to IPLCs. Data from PIs shows that a partner in El Salvador made tens of thousands of sub-loans at an average size of $3,500, while a PI in Peru had average sub-loans of $13,000. On a field visit to Peru Defra officials met three Quechua smallholders in receipt of sub-loans worth about $10,000, with well-planned repayment terms; they all felt they had benefitted from the loans and were planning further loans and expansion of their businesses in future. This shows that some of the Fund’s PIs are making micro-finance available to smallholders and very small businesses, which ought to benefit the poorest communities and IPLCs; it is hoped that the trend towards this observed in 2024 will continue, but alternative approaches may be needed to better understand and demonstrate these connections.
2024 recommendations:

1. Seek further evidence on links between sub-loans and microfinance provided by the Fund and its impact on poverty and IPLCs.
2. Follow up on gender reporting pilot.
3. Consider reframing output indicator 3.4 to make it ‘spend per project’ rather than overall spend, so that completing additional TA projects is not disincentivised.
4. Programme team to engage in more detail with FiM on their counter-fraud policies and monitoring to improve our assurance.
Gender Equality, Disability, and Social Inclusion (GEDSI) update

In 2024, following a review and discussions with Fund staff, the EBF programme was upgraded to GEDSI Sensitive. As a minor shareholder in a multilateral Fund, Defra has no direct levers to influence GEDSI aspects of the programme’s implementation. For most sub-loan products the criteria are based primarily on sustainability criteria, so even the Fund is not able to directly affect the ratio of women, people with disabilities, or Indigenous People seeking loans. However, we proactively engage with EBF on GEDSI issues on a regular basis, including directly with FiM, and through the quarterly Board meetings, to help identify opportunities for the future, such as improved reporting or dedicated TA projects. We understand that this is also a growing priority for other investors, which makes it an area where we can exert ‘soft power’ and encourage change by working with FiM, and we will continue to do so where improvements can be made in data disaggregation and gender reporting.

Project visit

On 13 June 2025 a visit to an EBF PI in Peru, ‘Caja Cusco’, was carried out with a British Embassy colleague and two members of the DF. Three smallholders in receipt of finance were visited, as well as a meeting for the Bank to present on its social and environmental activities, including sponsorships and dedicated financial products. The bank gave a strong impression of alignment with Defra’s priorities, with its focus on gender equality, climate and biodiversity through micro-loans to smallholders. The three growers we met in the high Andes above Cusco were all women, and were receiving special loans to support native maize and potato varieties and organic strawberries. All were native Quechua speakers with little Spanish; the bank explained the dedicated approach it has taken since 2020 to increase access to finance for these communities. Visits like these form part of EBF’s routine monitoring of its PIs and TA recipients, and give invaluable insight to programme teams.

B: THEORY OF CHANGE AND PROGRESS TOWARDS OUTCOMES

EBF manages its impact based on a Theory of Change (ToC) for the Fund as a whole and in alignment with the Operating Principles for Impact Management (OPIM). Although there is substantial overlap, the ToC, which is a Fund-level document, is not directly related to the specific outputs and outcomes Defra tracks from the programme which covers our own investment in it. FiM, as adviser of the fund, underwent an independent verification of the alignment with the OPIM in 2023. The ToC considers four levels: activities, outputs, outcomes, and final impact. Some elements of the ToC are directly controlled by the Fund, for example raising public and private capital or providing TA to financial institutions (FIs) (activities and outputs). However, some are a result of both the Fund and external factors, for example an increased integration of sustainability considerations in investment and production practices in the short term and scaling sustainable investment and production practices in the long term (outcomes and final impacts). The Fund’s ToC can be found here. The assumptions underlying the ToC are reviewed periodically outside the ToC review cycle, and an Impact Scoring Tool is used to monitor assumptions at outcome level, giving reassurance that underlying assumptions are still valid.

Given the nature of the Fund (lending to FIs who then on-lend to end borrowers) and the complex environments in which the Fund’s investees and stakeholders operate, EBF does not attribute the total change happening at outcome and final impact level exclusively to the Fund’s contributions. Instead, the ToC focuses on the processes that are likely to be triggered by the Fund’s activities and how these lead to the final environmental and socio-economic impacts. This analysis draws on evidence from FIs, industry networks, international institutions, academia, and conservation organisations. 

The Fund’s Impact Framework complements the ToC and illustrates how the Fund meets its objectives by connecting actions to defined outcomes and final impacts. It also maps out how progress is measured and reported. The Fund uses its bespoke Impact Scoring Tool to systematically evaluate and monitor the impact of its investments. It considers the Fund’s impacts on its investees and the final environmental impact supported through its investments. The tool is aligned with industry best practices, including the five Dimensions of Impact. In terms of ‘who’ is impacted and how poverty is addressed, the Fund’s primary target group are FIs, and through them agri-corporates and agricultural producers, traders and processors; this funding in turn benefits local communities, including women, who represent a significant proportion of the agricultural labour force. To enhance outreach to smallholder farmers, the Fund also partners with FIs dedicated to providing micro-finance, such as Caja Municipal Arequipa in Peru. EBF published its seventh Impact Report in 2024. The Report features TA projects funded by the DF, as well as public impact and operating results.

Impact Indicators

These indicators assess EBF’s overall transformational impact on financial and land use sectors, which contributes to biodiversity conservation, sustainable use of natural resources, and climate change mitigation and adaptation. Between them they show (1) the operational size of the Fund itself (how much investor capital it is currently managing as a pool of finance for investments in LAC), (2) the total volume of sub-loans provided by PIs, and (3) the number of PIs who have received TA provided by EBF. Indicator 4 provides an overall score out of 5 for transformational change, through a proportional scoring of selected outcome and output indicators.

	Impact indicator
	Defra Target 2024 (cumulative fund level)
	Achieved 2024 (cumulative fund level, in-year change in brackets)

	1. Sustained and increased levels of funding in impact investment funds in Latin America ($m)
	780
	682(+37.6)

	2. Level of funding provided by PIs to businesses that adopt sustainable practices ($m)
	3,794.4
	4,252 (+272)

	3. Number of PIs within Latin America using lessons learned from EBF’s approach
	29
	30 (+2)

	4. Extent to which ICF intervention is likely to lead to Transformational Change (KPI 15) (scale 1-5)
	n/a
	4



Increase in funding for the Fund was held back below target due to a shortage of Junior investment over the last few years as COVID-19 and the Ukraine war have consumed additional resource from the Fund’s main public backers. Lack of public investment means the Fund is unable to raise additional senior investment and grow the Fund’s size (Impact Indicator 1). The UK’s new investment in 2025 will help. Other impact indicators show good progress.

Annual outcome assessment
In Defra’s LogFrame for the EBF, outcome indicators are categorised as either measuring: 
1. EBF's success in contributing to biodiversity conservation, the sustainable use of natural resources and climate change adaptation and mitigation; and this success creating an incentive for others to also act towards these goals. 
2. Level of behavioural change embedded in downstream lenders and FIs.
	Outcome indicator (all cumulative, in-year change in brackets)
	Defra Target 2024 (fund level)
	Achieved 2024 (fund level)

	1.1 Amount of water savings entirely or partly attributable to the intervention of the EBF (million m3)
	9.2
	30.7 (+14.1)

	1.2 ICF KPI 6: Net CO2 storage as a result of EBF support to agroforestry (tonnes)
	3,808,000
	3,770,000 (+66,000)

	1.3 Land sustainably managed through the EBF's portfolio (Ha)
	1,093,000
	1,157,000 (+107,000)

	1.4 Value of ecosystem services generated or protected as a result of International Climate Finance (KPI 10) ($m)
	N/A
	740

	1.5 ICF KPI 12: Volume of private finance mobilised for climate change purposes as a result of ICF funding ($m)
	Commercially sensitive

	1.6 ICF KPI 11: Volume of public finance mobilised for climate change purposes as a result of ICF funding ($m)
	Commercially sensitive

	1.7 Number of jobs supported by sub-borrowers as a result of EBF support (F: held by women)
	687,000
	750,000 (+29,000)
(F: 178,000)

	2.1 Number of sub-borrowers supported by EBF’s PIs to incorporate sustainable practices
	Commercially sensitive

	2.2 Number of individuals reached through conferences and events
	422,000
	419,805 (+1,005)

	2.3 Individuals benefitting from Technical Assistance (M/F)
	8,800
	8,391 (+517)
M: 4,039 (+334)
F: 4,352 (+183)

	2.4 Percentage of women employed by PIs: a) overall; b) management; c) Board 
	a) 46%
b) 43%
c) 30%
	a) 54.4% (-0.6)

	
	
	b) 44.1% (+8.1)

	
	
	c) 19.4% (+0.4)



Defra’s attribution is based on the percentage of the Fund which Defra represents directly as well as investment leveraged off Defra’s investment. Direct attribution is calculated as the percentage of Defra’s share in the Fund each year (in 2024 this was 4.6%) multiplied by the increase in Fund level results, and added to the previous year’s attribution. Leveraged attribution is also calculated based on the impacts of additional finance leveraged by Defra’s investment, but this is for internal use and is not published.
	
Indicator Analysis

The following charts show fund level progress for key indicators from the baselines in 2017 and 2018 (depending when results were first available). Note the increases in milestone targets agreed for 2023 onwards after the Fund had exceeded targets for several years.

The dramatic increase in water saving results (1.1) is due to the further addition of a methodology for efficient irrigation of sugar cane, following the addition of dry-cleaning technology of sugar cane last year. Net CO2 storage (1.2) has slowed with fewer investments than anticipated in coffee and cocoa, the two main agroforestry crops for which the methodology is built, but this is expected to meet our targets for the next review period as the Fund invests more in Brazil. Most of the increase in land area (1.3) is from the addition of a new bank reporting in Paraguay, and ecosystem services (1.4) are based on a subset of land area which is under certification schemes with the strongest protections against deforestation.

On the financial side, we are slightly under target for private (1.5) and public (1.6) capital mobilised due to constrained global circumstances and lack of junior capital, but what money has been raised is largely private capital, which marks a big shift in fundraising from public to private investors, key to tackling the finance gap for climate and nature finance and a long term goal of the programme. It is expected that this trend towards raising private finance will continue as the Fund matures further. As the Fund operates with a minimum 20% concessional Junior shares (to provide protection for senior public and private investment), Defra’s investments theoretically unlock up to four times their value in senior investment; to date over three times Defra’s first two investments has been leveraged. The methodology for calculating private and public finance mobilised will be updated for 2025 following latest ICF KPI guidance.

Jobs have increased (1.7) mainly from two new banks in Colombia, and especially from loans to the flower industry. Growth in jobs for women has been slow, as most agricultural industries are still dominated by men, though some supported industries where work is more skilled, such as flowers and shrimps, have ratios closer to 50:50. There have been good improvements in the proportion of women at management level in PIs (2.4), though the Fund does not impact this directly, except through some TA projects. There was a substantial increase in the number of sub-borrowers incorporating sustainable practices (2.1), well above the milestone, though the number of individuals reached through events (2.2) and benefitting from TA (2.3) fell short of targets as the Fund prioritised other forms of engagement.

EBF also records several other impacts that capture more detail on the types of change EBF is funding in LAC through farming techniques which reduce soil erosion, and reduced use of herbicides and fertilisers, all essential parts of sustainable production practices. As of 2024, the Fund’s support had helped avoid 1,050 hectares of soil erosion, use of 164,000 litres of agrochemicals (e.g., herbicides) and 1,700 tonnes of nutrient overload.

Conclusion: The programme is on track to contribute to Defra’s expected outcomes and impact, and in most areas, targets are being surpassed. Missed targets on finance and reduced TA provision reflect a global shortage of public investment rather than poor performance by the Fund, and CO2 targets had a weaker year due to investments in other types of land use, but will balance out in future. Overall the programme continues to perform extremely well, to represent good VfM, and fits with Defra’s International Climate Finance (ICF) and Official Development Assistance (ODA) priorities, including through mobilising nature finance for nature and supporting sustainable, climate resilient food system transformation and water security. It is recommended that the programme should continue, and Defra’s contributions to TA and junior shares in 2025 will have a good impact on results, particularly for raising finance and providing TA.

Recommendation: Defra should support the Fund Advisor in its exploration of options to reduce reliance on concessional junior capital, which is currently maintained at a minimum of 20% of the Fund, and a lack of which is holding back new senior ‘for-profit’ investment.

C. DETAILED OUTPUT SCORING

Output level Summary
Outputs have been decided based on the objectives of the EBF to promote business and consumption practices that contribute to biodiversity conservation, to the sustainable use of natural resources, and to mitigate climate change and adapt to its impacts. Outputs have been weighted in accordance with their importance to the success of the EBF and alignment with Defra ICF’s strategic priorities, and were revised in 2023. All outputs are given as cumulative figures in line with the Fund’s other reporting responsibilities (in-year change in brackets).

	Output Title 
	EBF has a diversified portfolio supporting a range of geographies and sectors 

	Output number: 
	1
	Output Score: 
	A++

	Impact weighting (%):  
	40
	Weighting revised since last AR? 
	Yes



	Indicator
	Milestone
	Progress

	1.1 Number of partner institutions in EBF’s portfolio
	44
	49 (+7)

	1.2 Number of commodities supported 
	42
	58 (+10)

	1.3 Number of countries in which the Fund operates 
	12
	14 (+1)


Key Points
· The Fund’s outstanding sub-loan portfolio continued to diversify and become more balanced in 2024, with sugarcane (16%), coffee (14%), farmed shrimp (13%) and banana (12%) the most dominant crops, followed by livestock, tourism and forestry.
· The Fund closed the year with a loan portfolio of $682 million, distributed across twelve countries and 49 PIs. The largest volume of sub-loans are in Ecuador (19%), Colombia (17%), El Salvador (16%), Panama (16%), Honduras (10%) and Peru (10%), with smaller volumes of 4% or below in Brazil, Costa Rica, Dominican Republic, Mexico, Guatemala and Paraguay.

	Output Title 
	Broad support to sustainability practices reflected in the composition of the portfolio 

	Output number: 
	2
	Output Score: 
	A+

	Impact weighting (%):  
	20
	Weighting revised since last AR? 
	Yes

	Indicator
	Milestone
	Progress

	2.1 Number of sustainability standards represented in the portfolio of sub-borrowers 
	30
	30 (+0)

	2.2 Number of Green List measures represented in the portfolio of sub-borrowers 
	45
	52 (+8)

	2.3 Proportion of Green List and certified sub-borrowers
	n/a
	Cert.: 57% (-6)
GL: 43% (+6)



Key Points
· The Fund is now sponsoring loans to businesses across almost all the relevant sustainability certifications that exist for the commodities and land uses it supports, so little or no future change is expected or needed for 2.1.
· It is positive to see new Green List (GL) measures being added (allowing businesses and farmers to access finance by practising one or more specific sustainable activities without being fully certified). Most GL activities are in resource efficiency (35%), sustainable land use (21%), water treatment (17%), sustainable tourism (10%), soil conservation (7%), and native species (6%).
· A 6% swing from Certified to GL sub-borrowers as a proportion within the overall portfolio shows excellent progress, increasing the availability of funding to smaller businesses and farmers and smallholders for whom certification is unaffordable. More GL loans was a recommendation in previous ARs, and in an independent review of the Fund in 2021.

	Output Title 
	Provision of continuous and sufficient Technical Assistance 

	Output number: 
	3
	Output Score: 
	A

	Impact weighting (%):  
	40
	Weighting revised since last AR? 
	No

	Indicator
	Milestone
	Progress

	3.1 Number of completed TA projects 
	103
	118 (+25)

	3.2 Number of countries receiving TA (TA KPI 1)
	15
	15 (+0)

	3.3 Number of events EBF has supported 
	69
	67 (+3)

	3.4 Budget spent on TA projects ($million) 
	7.2
	7.57 (+0.89)


Key Points
· Although the expected budget for TA projects has been exceeded, cost efficiency per project increased substantially with 25 new projects being completed in 2024; the DF is achieving much more with a similar budget to previous years. We can expect the budget spent to increase again beyond the original milestones from 2025 onwards due to new contributions by Defra in March 2025, and recommend adapting this indicator accordingly.
· A TA project was run to develop a new biodiversity metric in partnership with PRé Sustainability to measure the Fund’s impact on biodiversity over time, allowing for comparison between different crops and regions to maximise impact in future. Once fully established these results could be included in Defra’s annual reviews.
· Other examples of TA projects included ESMS and ESG training for banks, and training for female smallholders on sustainable practices like cover cropping and efficient irrigation.


D: RISK

Defra’s risk appetite for this programme overall continues to be Open, and most risks associated with EBF are managed by Finance in Motion (FiM) in their role as Fund Advisor. This includes due diligence on PIs, assessment of political and economic risks in target countries, financial risks to the Fund, equity and safe-guarding issues and implementation of impact assessment and reporting. Our high confidence in this arrangement is because FiM, as a Fund Advisor managing several impact funds totalling over €4 billion, has extensive resources and significant expertise, and carries out continuous risk management with reports to the Board every quarter. FiM are themselves independently BlueMark verified as best-in-class Impact Managers. 

Through attendance as an observer at Board meetings, Defra gets first hand updates on live risks and mitigations, a system which is working well both for management of risks themselves, and for reassurance at Defra’s programme level that risks are being appropriately tracked and mitigated. Annual in-person attendance at Board meetings and biennial visits to Partner Institutions and end-borrowers provide further assurance for Defra.

Defra has no formal role in the day-to-day management of fund-level risks, but works with other Shareholders and Board members to provide governance and support to FiM and to reassure ourselves that they have sufficient resource and expertise to manage them. To a large extent, the impacts projected in the Business Case have already been met, so in terms of our objectives Defra’s programme-level risk is reduced every year, but some future impact could still be jeopardised by a serious incident.

Fraud

No incidents of fraud were reported to Defra in 2024. The Fund is regulated under Luxembourg Law and subject to the resulting counter-fraud requirements, and FiM have robust internal investment controls, and carry out extensive due diligence on their investors and investees. Defra’s transactions with the Fund and loans and sub-loans further down the delivery chain are commercial arrangements where the risk of fraud is lower than traditional grant-based ODA spend, as it is in each institution’s direct interests to track and ensure return of their loans. Detailed spend for the Development Facility and audited accounts for the Fund overall are shared with Defra through committee meetings and the Fund’s annual shareholder reporting duty. From a programme and reputational perspective, further reassurance comes from the fact that if fraud does occur downstream then the responsibility for managing and mitigating this is clearly with the Fund and the relevant PI, and not with Defra. A recommendation has been taken to review FiM’s counter-fraud measures before the next AR.

Safeguarding

Defra’s programme team has carried out a SEAH safeguarding assessment covering governance, risk management, whistle-blowing and other aspects of SEAH safeguarding. Defra has no involvement in any areas where there might be safeguarding risks, and responsibility for managing it lies with FiM. FiM have a safeguarding policy for all Advisor staff working with children or adults at risk that addresses child safeguarding, adult safeguarding, and protection from sexual exploitation and abuse. It covers the actions the Fund takes to safeguard children and adults at risk and in response to any reported violations of this policy. These include making relevant staff aware of their responsibilities, identifying risks when designing activities, implementing safeguarding procedures in recruitment, management and deployment of staff, and ensuring relevant staff receive training on safeguarding. We have high confidence in the Fund’s processes.

Financial

The Fund’s investments are deliberately spread across countries and institutions, with public funding allowing some higher risk investments within the portfolio. Over the Fund’s lifetime a small number of these have defaulted, causing the Fund to draw on public Junior shares to protect senior investors. Without the current 20% proportion of Junior shares in the Fund, investments would have to take fewer risks to be commercially viable, and several countries in the portfolio might not receive investment at all. This underscores the importance of public funding to the Fund, and the additionality it brings in allowing the Fund to invest where others are not able to. If the Fund took a higher risk approach than this then it would risk burning through too much Junior capital too quickly, and falling below the 20% margin that gives private capital confidence to continue investing.

Conclusion

No risks required intervention from Defra in 2024. The Risk Rating for the programme is assessed at ‘Medium’ for 2024, as impact investments in sustainable agriculture in Latin America are inherently high risk, but management and mitigation of risks is strong, financial losses so far are within Defra’s risk appetite, and the programme is continuing to show strong results for climate and nature impacts, which have already met many of the targets set in the programme’s original LogFrame.


[bookmark: _Hlk21353049]E: PROGRAMME MANAGEMENT: DELIVERY, COMMERCIAL & FINANCIAL PERFORMANCE

Summary of performance
The Fund Advisor (FiM) performed well in 2024, expanding into Brazil and making several new investments. Fund-raising was held back by a lack of junior capital, but FiM’s close collaboration with the programme team allowed us to make a strong case for further investment, with an additional £9.1m allocated (plus a contribution to TA) in 2025. This will unlock up to four times that amount in senior capital, and extend the significant impact the programme is having more widely and for a longer period of time.

Defra’s field visit to Caja Cusco in Peru in June 2025 found this new partner of the Fund to be strongly aligned with Defra’s principles on climate, nature, gender equity and poverty. This increased confidence that FIM is making good decisions about the PIs they lend to, and that those PIs in turn are delivering value for money to Defra across a range of environmental and social metrics. The Fund is clearly aligned with the Paris principles, with climate and nature impact its primary goals, and like all climate finance, benefits to the UK result indirectly from reduced migration pressures and climate change impacts, and from improved food and commodity supply chain security.

Throughout 2024, reporting timeliness and quality of reporting has been consistently good. Quarterly reports are sent to shareholders within three months of the quarter finishing, and the audited annual statement was provided within four months of the end of the year. The Fund also produced an annual impact report. Defra is an observer on the Board of Directors and DF Committee. Meetings of the board take place every quarter, as do DF Committee meetings. Positive feedback on Defra’s participation as a partner and investor in the Fund was received from FiM, with Defra described as one of the most engaged investors and a valuable voice, closer to the workings of the Fund and more agile and flexible than other investors, as well as demonstrating ongoing commitment to the Fund with new investment.

Value for Money
A value for money (VfM) assessment identifies whether the costs of the programme are proportional to the benefits achieved in terms of reaching the programme’s desired outcomes and objectives derived from the business case. The assessment uses the FCDO’s recommended structure which consists of the 5Es approach. These are economy, efficiency, effectiveness, equity and cost-effectiveness.
Economy - Are we (or our agents) buying inputs of the appropriate quality at the right price?
The desired impacts of EBF are to reduce poverty across land use sectors in Latin America and sustainably manage mosaic forest landscapes with improved biodiversity and environmental conditions. To support the programme, Defra invested £32.63 million in total (up until December 2024) into junior shares. This investment makes an ongoing contribution to providing finance that supports sustainable land management. 
In 2018, Defra also made a small contribution (£170,000) to the DF for TA provision. Whilst we cannot place a value on individual inputs across the whole programme, the costs per TA project supported by EBF (including annual DF administration and other costs) are set out in Table 1. 
Table 1 - VfM Metrics
	VfM Metric
	Result 2023
	Result 2024

	Average expense per TA project since inception ($)[footnoteRef:2] [2:  Includes running costs of DF; individual project costs typically average around $55,000.] 

	71,828
	64,153



The methodology for calculating private and public finance mobilised will be updated for 2025 following latest ICF KPI guidance; these results are for internal use and are not published. Financial impact scales up at each stage, as public money leverages additional public and private investment in the Fund, which leads to additional loans to Financial Institutions, who in turn loan out their own additional capital through the financial products supported by EBF’s loans.
In addition to tracking how much money is disbursed ($217.6 million from EBF to PIs, and $386.6 million in sub-loans to end-borrowers), the total amount spent on direct operating expenses are monitored closely year-on-year. Operating costs include the Fund’s service fees, performance fees and direct operating expenses, including for the DF, and were within Defra limits.
Efficiency - How well are we (or our agents) converting inputs into outputs? (‘Spending well’)
Reporting against output indicators for 2024 demonstrates solid conversion of inputs into outputs, with 89% of indicators either meeting or exceeding their targets for 2024 (Table 3) and six (75%) exceeding their target. All three indicators monitored through Output 1 (linked to EBF’s portfolio) have notably exceeded their targets by between 11-38%. Output indicator 2.1 has remained unchanged from 2023 and indicator 2.2 has increased by 18% since 2023, showing progress for supporting sustainability practices. Outputs 3 (provision of TA) show strong progress for indicators 3.1 and 3.3 (with 3.2 being unchanged) but 3.3 (number of events supported) narrowly missed its target for 2024. However, cost efficiency per project has increased this year, with 25 new projects being completed in 2024. Overall, this shows that Defra’s investment continues to be spent well as the majority of indicators meet or exceed their targets and improvements have been made to increase cost efficiency.   
The ratio of private finance mobilised as a result of every £ of ICF support also indicates efficient use of inputs to maximise outputs. By leveraging additional private finance without an increase in Defra’s inputs, it shows more businesses are willing to invest in the programme, with the greater funding enabling potentially greater programme outputs.  
As of the end of 2024, 49 partner FIs have received financing from the EBF. To date, EBF has supported 67 events, and 419,805 individuals have been reached through events and other training activities co- or fully sponsored by the DF to promote sustainability in the region.
Effectiveness - How well are the outputs produced by an intervention having the intended effect? (‘Spending wisely’)
	
	Output Indicators
	Outcome indicators
	Impact indicators
	Total

	Number of indicators met or exceeded
	8
	3
	2
	13

	Number of indicators not delivered
	1
	5
	1
	7

	Total
	9
	8
	3
	20


Table 3 - Summary table of programme performance against 2024 indicator targets[footnoteRef:3] [3:  Note the indicators assessed in this table are those that have both a planned target and achieved figure in the log frame; other indicators that do not contain this information are excluded from the table.] 


Table 3 above shows that 38% of Outcome indicators have met or exceeded their 2024 milestones. Whilst this is lower compared to 2023, all the indicators that have not met their targets only missed by a small margin, suggesting that the programme continues to make good progress across both outcome areas. 89% of Output indicators were met or exceeded, and two thirds of Impact indicators, for a total across all indicators of 65%.
Between 2023 and 2024, the outcome with the largest increase is the amount of water saved, which has increased by 14.1m3, an increase of 85%. Furthermore, land sustainably managed through the portfolio increased by 107,000 hectares, an increase of 10% and the amount of net CO2 stored has increased by 66,000 tonnes (a 2% increase). The number of jobs supported by sub-borrowers has also increased, with an extra 29,000 people being supported (an increase of 4%). 
Overall, this shows progress across a range of outcomes between 2023 and 2024, suggesting that the programme is on track to meet or exceed its overall aims by the end of the programme.  
Equity - How fairly are the benefits distributed? To what extent will we reach marginalised groups? (“spending fairly”)

In order to track the progress with respect to how well EBF is doing in terms of equity, the following VfM metrics will be used in this and future ARs:
1. Gender ratio in core EBF team
2. Gender ratio employed in PIs
The results for the VfM metrics for this AR are shown below in Table 4:
Table 4 - VfM Equity Metrics Results
	VfM Metric
	Result 

	Percentage of women in EBF team
	53% (56% of senior management)*

	Percentage of women employed by PIs
	Overall: 54% (55% 2023)
Management: 44% (36% 2023)
Board: 19% (19% 2023)


 *Overall Finance in Motion figures – staff typically work across more than one Fund.
The table shows that the percentage of women employed by partner institutions (PIs) overall has decreased by 1% from 2023, however is still over 50% of the total number of people employed by PIs. The ratio of women in management roles has increased to 44% (up from 36% in 2023) but the percentage of women working at board level has remained the same as 2023 at just 19%. The recommended targets, as set out by the 2X initiative, suggest that overall, 46% of roles should be held by women, 43% of management roles should be represented by women and 30% in board positions. Whilst the programme exceeds the overall and management targets, there are still significant improvements to be made in increasing the percentages at board level, though the Fund does not have direct influence on these figures. 
The delivery partner has provided information regarding the gender ratio of those benefitting from sub-loans. Out of the total number of jobs supported by sub-borrowers as a result of EBF support (Outcome 1.7), 178,000 people supported are women, equating to 24% of the overall number. Although there is room for improvement here, most of the land use industries eligible for support have traditionally been dominated by men, for cultural reasons or due to the physical nature of the work. In some sectors supported by the Fund like flower picking and shrimp processing, where work is more skilled, employment is broadly equal.
In general the jobs supported by the Fund are in rural communities, where incomes are low and poverty is high, so any increased job security or improved income is likely to directly reduce poverty. As well as loans to businesses providing employment in poor, rural areas, as set out in the Recommendations on page three, some banks in the portfolio also specialise in micro-finance, making finance directly available to smallholders seeking to improve their livelihoods.
Cost-Effectiveness - What is the intervention’s ultimate impact on the long-term transformational change, relative to the inputs that our agents or we invest in it?
The number of jobs supported by sub-borrowers attributed to Defra’s direct support to EBF has increased to nearly 80,000, showing that the aim of promoting fair jobs is positively progressing. Similarly, Outcome Indicator 1.2 shows that over 300,000 tonnes (directly attributed to Defra, excl. leveraged) of net CO2 emissions have been stored, reducing overall GHG emissions. While a full cost-benefit analysis has not been conducted, these have high inherent economic valuations which demonstrate cost effectiveness. For example, the UK government valuation in appraisal for 1 tonne of CO2e is estimated to be £256 in 2024, giving a potential benefit just for avoided carbon emissions of £83 million so far. 
It has also separately been estimated by FiM that the Defra’s direct contribution has supported £51 million worth of ecosystem services in the form of ‘hectares protected from deforestation’. This is based on ecosystem values for forest multiplied by the area supported under certification schemes with the strongest protections against deforestation. 
While this is just an indicative value for two benefits and does not account for risks such as additionality and leakage, they indicate benefits already (likely to continue to grow over the implementation and appraisal period) several times greater than the cost of Defra’s investment of £32.6 million into the EBF, indicating a BCR above 2, with likely value for money of at least high, per Defra’s Value for Money Framework.
The impact indicators currently suggest that transformational change is likely to occur. Impact indicator 4, which looks at the extent to which ICF intervention is likely to lead to Transformational Change (KPI 15) has a score of 4, showing there is partial evidence to suggest transformational change is likely to occur. Furthermore, impact indicator 3 shows that 30 FIs within Latin America are using the lessons learned approach from EBF, showing continued development across FIs arising from the programme.
Value for money summary
Overall, the assessment has found no evidence that the economic arguments for funding EBF have changed significantly since Business Case approval, with current results indicating that Defra’s funding of EBF continues to represent value for money.
89% of output indicators are either meeting or exceeding their target, which are in turn driving progress against the outcome indicators. In addition, the ratio of private finance leveraged continues to increase, showing growing confidence amongst private investors. The impact indicators highlight that partial evidence towards transformational change is being demonstrated, which is evidenced through the level of funding to businesses and the increasing number of FIs using the lessons learned approach. The Fund is continuing to provide sustainable loans that support livelihoods, sequester carbon, and improve nature outcomes.
Land supported 
under sustainable management (ha)

Results	2017	2018	2019	2020	2021	2022	2023	2024	55789	140000	261000	430000	856000	971000	1050000	1157000	Milestones	2017	2018	2019	2020	2021	2022	2023	2024	58000	120000	200000	250000	310000	350000	1015000	1093000	



Jobs supported

Results	2018	2019	2020	2021	2022	2023	2024	250000	361000	452000	625000	660000	721000	750000	Milestones	2018	2019	2020	2021	2022	2023	2024	350000	400000	450000	500000	665000	687000	



Finance leveraged ($)

Results	2017	2018	2019	2020	2021	2022	2023	2024	57.3	65.099999999999994	78.099999999999994	94.3	102.5	106.1	113.8	125.4	Milestones	2017	2018	2019	2020	2021	2022	2023	2024	11	15.703433920468893	29.994106067031232	34.941732527755583	40.262190339532879	44.857607571811464	107	127.4	



CO2 sequestration (t)

Results	2018	2019	2020	2021	2022	2023	2024	600000	1050000	1000000	3400000	3644000	3704000	3770000	Milestones	2018	2019	2020	2021	2022	2023	2024	600000	800000	1000000	1300000	1500000	3650000	3808000	
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