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Land Degradation Neutrality Fund Annual Review – 2024 Performance

	Title:  The Land Degradation Neutrality (LDN) Fund

	Programme Value £ (full life): £10m GBP ($13.2m USD)
	Review date: Jan-Dec 2024

	Programme Code: [AMP ID#]

	AMP start date: December 2019
	AMP end date: 2033



Summary of Programme Performance 
	Year
	2020
	2021
	2022
	2023
	2024

	Overall Output Score
	A
	A
	A
	A
	A

	Risk Rating 
	Medium
	Medium
	Low
	Medium
	Medium



	DevTracker Link to Business Case: 
	Business Case

	DevTracker Link to results framework: 
	LogFrame (2023)




A. SUMMARY AND OVERVIEW

Description of programme

The Land Degradation Neutrality Fund (LDN) brings together public and private investors to fund triple bottom line (people, planet, profit) projects that contribute to land degradation neutrality, a major global challenge that was added to the United Nations Sustainable Development Goals (SDGs) in September 2015. The LDN Fund was initiated at UNCCD COP 13 in China in 2017 and began operations in 2018 for a limited period of 15 years.

The Fund focuses on supporting land rehabilitation and sustainable land use projects worldwide by providing financing opportunities that comply with high environmental and social standards, demonstrate additionality, and promise sustainable financial returns. The Fund does this through mobilising investment into large-scale profit-generating sustainable land management projects. Many of the projects use a smallholder model which embeds sustainable practices among hundreds of thousands of land users and can spill out into their wider communities, increasing take-up and contributing to systemic change in targeted areas. By providing funding and business planning support at a critical mid-point in investees’ development, LDN helps support a pipeline of sustainable projects move towards the size and stability needed to make them eligible for fully commercial loans.

The Fund Manager is Mirova, and other investors include the governments or development agencies of Canada, Luxembourg and France, with 61.5% from private investors including banks, insurers and other large corporations, mostly based in France. As a Junior investor, Defra’s investment was aimed at encouraging private investment by taking a smaller share of any profit and being first in line to lose money in the event of portfolio losses, thereby improving returns and reducing risk for private investors. 21% of the final Fund size ($208 million) was Junior capital compared to a theoretical minimum level of 20%, meaning Defra’s investment was almost fully leveraged in terms of senior investment.

LDN has invested in the following thirteen projects (* indicates projects using a smallholder model in sourcing materials):

· *Mountain Hazelnuts (Bhutan; key product: hazelnuts)
· *Urapi Sustainable Land Use (Peru and Colombia; key product: coffee, cocoa, nuts)
· Miro Forestry (Ghana and Sierra Leone; key product: timber)
· *Komaza (Kenya; key product: timber)
· Cacao Oro (Nicaragua; key product: cocoa)
· Burapha (Laos; key product: timber)
· Atlas Fruits (Morocco; key product: citrus)
· Aloe Agroforestal (Brazil; key product: timber)
· *Kennemer (Philippines; key product: cocoa, bananas)
· *Aqre Group (Madagascar; key product: Quinine, Artemisinin)
· *Pamoja (Kenya and Tanzania; key product: macadamia nuts)
· *Koa Impact (Ghana; key product: cocoa pulp)
· Terrasos (Colombia; key product: biodiversity credits)
LDN’s portfolio was completed in 2023, so no new projects are being invested in, though both planned and new follow-up contributions to existing projects continued in 2024. LDN also operates an independent donor-funded Technical Assistance Facility (TAF) which increases the impact of investments (but to which Defra has not contributed to date).

Summary supporting narrative for the overall score in this review

The overall score for the Annual Review, based on Output indicators, is an A, with individual scores improving since 2023, but still with room for improvement. The programme scores very highly on poverty and gender outputs, but has been hampered in progress on climate and nature targets by the continued economic fall-out of COVID-19, prompting a more cautious investment approach that may mean some targets need reassessing for 2025 to keep them constructive. Mirova continues to be a very good and responsive partner, and in 2024 Defra allocated a further £10 million of ODA and International Climate Finance to invest in LDN’s successor Fund, Mirova Sustainable Land Use Fund 2, which went ahead in July 2025.

Progress on ongoing recommendations from previous AR: 

1. In 2024’s annual review, reporting should begin on the logframe’s Impact Indicators. 
a. All impact indicators are now being reported on, with an improved score for KPI15 (transformational change) and narrative results for the others.
 
2. Defra should work with Mirova to plug any gaps in monitoring, particularly for biodiversity.
a. Defra has engaged with Mirova on an ongoing project to understand consideration and reporting of biodiversity in blended-finance funds. Mirova reported that they are continuing to actively work towards more accurate attribution and measurement, with spatial data the most valuable input for assessing impact. LDN assesses project sites and a c. 20km buffer around to compare change on and off site, though dispersed smallholder-based projects rely on wider mapping and remote sensing. The Fund continues to consider further improvements, and is testing a benchmarking system across the portfolio to compare biodiversity data for similar projects.

3. By March 2025, Defra should consider the benefits and optimum timing of an external evaluation of the programme, and explore with Mirova the possibility of a Fund-commissioned review as part of their quality assurance. Assumptions underpinning the programme’s Theory of Change and expected results to be tested during any evaluation.
a. At the first 2024 Annual Review meeting this was discussed with the Fund Managers. They are open to an external evaluation, and have built one into the second LDN Fund (MSLF2). However, determining when to hold and who will provide funding for an evaluation of the first Fund requires further discussion and probably engagement with other investors (as Defra holds only 6% of shares in the Fund it might not be a proportionate use of Defra’s budget, especially as the Fund is fully committed, so any results will not impact the operation of LDN1).
GEDSI update 

· Mirova is a member of the 2X Challenge for gender equality.
· 7 of LDN’s 13 projects meet 2X criteria (7 in 2023).
· Of these, two were founded by women, two meet employment criteria, and the rest qualify on leadership criteria (Urapi meets both employment and leadership criteria)
· 55% of employees and smallholders benefitting from projects were women in 2024, up from 53% in 2023 and 43% in 2022.
· Most projects have received technical assistance to help develop Gender Action Plans.
· Mirova also produced (through Sattva Consulting) a review of the impact of LDN’s and the TAF’s approach to gender equality, including numerous case studies.
· In 2024 Defra carried out a review of LDN and Mirova’s wider GEDSI policies and activities and assessed that the programme is ‘GEDSI Sensitive’, based on the Fund’s solid approaches to community engagement and land tenure, gender equality, safeguarding, and whistle-blowing, amongst others.
· The Fund is multilateral, so Defra does not maintain a Gender Action Plan for this programme, but instead tracks GEDSI status to monitor for weaknesses or opportunities where Defra can make suggestions to the Fund.
Recommendations arising from this AR:

1) We should prepare to combine reporting on LDN and SLF2 from 2026 onwards, including adjusting milestones and refreshing the indicator list.
2) We should use the new investment in SLF2 as an opportunity to strengthen GEDSI outcomes, ahead of a further GEDSI status review in 2027.
3) Programme team to engage in more detail with Mirova on their counter-fraud policies and monitoring to improve our assurance.

Project visit: Urapi/Kuska

In June 2025, Defra staff – two members of the programme team along with monitoring and GEDSI specialists – visited LDN’s Urapi Project at its newest investment site, Kuska, in Quillabamba (Peru).

LDN’s first project, Urapi, was designed by project developer ECOTIERRA, and aims to develop and implement agroforestry projects, and strengthen value chains through partnerships with cooperatives of small-scale producers, primarily through the umbrella co-operative COCLA. COCLA and Urapi, in partnership, have built Kuska, with Urapi providing £10.8 million in investment.

The Kuska project aims to expand the reach and capacity of COCLA, which includes the building of a new mill to help producers create more value for their products. The primary goal of the Kuska Project is to strengthen COCLA’s position as a leader in developing sustainable coffee, cocoa, and honey value chains. COCLA and Kuska staff engage with farmer cooperatives, hire experts to provide technical advice, and issue microcredit loans to fund improvements for farmers.

Summary of visit’s findings: The Kuska project is a strong project delivering commercial returns for smallholder farmers with positive biodiversity effects. The project's success stems from ECOTIERRA's contextual knowledge, a robust model combining loans and technical assistance with infrastructure improvement and carbon credits, and the strong demand and premiums for specialty coffee grown using organic, shade-grown methods. Additional value chains like honey provide extra income to women and younger adults within households.

ECOTIERRA employs a robust monitoring system, MINKA, tracking farmer-level data and income, with considerations for further future biodiversity monitoring. While social impact is a strong focus, it's currently less visible in monitoring. Local, embedded partners like COCLA are key – they foster strong relationships with producers, using microcredits for technical assistance, leading to evidence of improved biodiversity and reforestation. Investors like Mirova are evolving their monitoring frameworks to better address impact measurement gaps and apply lessons to future impact investment funds, such as SLF2 (which we are also investing in), which includes more accurate fundraising targets and stronger gender tracking.


B: THEORY OF CHANGE AND PROGRESS TOWARDS OUTCOMES 
[image: ]
The fund’s Theory of Change considers the following levels:

· Final impact: This level contains the ﬁnal impacts at environmental and socio-economic level that the fund aims to contribute to.
· Outcomes: This level includes long-lasting changes expected to be delivered by the fund.
· Outputs: This level summarises the tangible results that the fund’s activities produce.
· Activities: This level contains the fund’s activities. These processes are interlinked and reinforce each other to drive transformation and systemic change in the market.
Elements outlined in the Theory of Change are either directly under the control of the Fund (such as activities and outputs) or inﬂuenced by both the Fund and external factors (such as outcomes, ﬁnal impacts). Given the nature of the Fund’s work, the Fund does not attribute the absolute change happening at outcome and ﬁnal impact level solely to its contributions. Considering also the complex environments in which the Fund’s investees and stakeholders operate, it may be possible to measure whether an intended outcome occurred, but it would be diﬃcult or inaccurate to attribute the change solely to the LDN Fund’s work. The Theory of Change, therefore, deﬁnes how the fund contributes to causing the observed outcomes and ﬁnal impacts. The final results of the Fund, along with any independent review of the Fund’s success (see recommendations above), will help test the ToC’s assumptions about its impact. These assumptions are that:

1. Public investment has a catalytic effect for leveraging private finance;
2. Sustainable land management has a measurable impact on biodiversity net gain, carbon sequestration and reversing land degradation;
3. Technical Assistance improves commercial and ESG outcomes for projects;
4. Creation of jobs and improved livelihoods prevents degradation from being exported to other areas;
5. Mosaic land use can be an effective way for assumptions 2 and 4 to complement each other.
Impact indicators assessment
The following four impact indicators have been selected for this programme. Due to their longer-term nature and wider scope, change is expected to be slow with many uncertainties involved in linking the impact of a single Fund to the global picture. 2024 is the first year when all four indicators have been addressed in the annual review:
1. ICF KPI 15: transformational change – scored 4 out of 5, which is defined as ‘Partial evidence that suggests transformational change is likely’. This score increased from 2023 and was driven by strong evidence for incentivising others to act (in the form of leveraged capital) and improvements in scalability and sustainability, particularly in the number of livelihoods supported and a high percentage of those being women.
2. Contribution to climate change, adaptation and relevant SDGs, including life on land, climate action, poverty, hunger, and gender equity (SDGs 1, 2, 5, 13, 15). Every project in the LDN portfolio is different, and so their climate impact and the contributions they make to SDGs varies and takes different forms. Overall it is clear from the relevant outcome and output indicators that the Fund is contributing to the storage of significant volumes of CO2, is bringing sustainable land management to large areas of land (improving climate adaptation in the process), and is reducing poverty and gender equality through job creation and improved livelihoods.
3. Wider progress towards Land Degradation Neutrality – this will be the difference between land degradation levels from Year 0 of project, measured in hectares. The area of land under management/being restored has risen to 150,000 ha in 2024, a significant result. However, this is 30,000 ha below the original target, and the extent of restoration on that land is still unknown without either advanced spatial monitoring for detailed assessment of vegetation change, and/or on-the-ground testing of soils and biodiversity monitoring, and clear baselines from before the intervention began. Mirova carry out more detailed monitoring of restoration and climate benefits for impact assurance, but this higher level monitoring is not currently made public.
4. Level of market-level private investment in SLM – this will be a cumulative result, measured in US dollars. The Fund has raised $128 million in private investment into the Fund, as well as a further $216 million of co-investment in specific projects. Co-investment is when other Funds or investors invest directly into a project alongside LDN; part of LDN’s support role for their projects is to help raise this type of co-investment. This represents a multiplying effect of over 4x for public investment in the fund, and 8x for junior investment.
Table 1: Annual outcome assessment
	Outcome Indicator
(all results are fund-level except Defra attribution)
	2024 in-year results
	2024 targets (cumulative)
	2024 results (cumulative)
	Defra attribution (cumulative)

	1. Area of reforestation (ha)
	9,768
	90,000
	75,560
	Direct: 5,738
Leveraged: 4,097

	2. CO2 emissions avoided (t) – KPI 6
	1,003,780
	3,000,000
	2,690,902
	Direct: 172,577
Leveraged: 147,965

	3. Private finance leveraged by the LDN Fund ($) – KPI 11
a) Fund level
	0
	128,079,834
	128,079,834
	Direct: 6,470,000
Leveraged: 4,094,090

	b) Co-investment level ($)
	37,658,808
	135,000,000
	215,798,066
	Direct: 14,979,825
Leveraged: 11,381,035

	4. Public finance leveraged by the LDN Fund ($) – KPI 12
	0
	85,572,988
	85,572,988
	Direct: 2,790,000
Leveraged: 3,028,459

	5. Land contributing towards Land Degradation Neutrality (ha) – KPI 17
	11,836
	180,000
	150,281
	Direct: 10,481
Leveraged: 7,986



The juxtaposition of targets missed and targets exceeded reflect two sides of the same issue the Fund experienced in 2023 and 2024. This is the slowing down or financial failure of some projects in the portfolio, partly due to reduced capacity during the first years of the COVID-19 pandemic. This means that progress on land area supported, which also reflects reforestation and CO2 emissions avoided, has been and is likely to continue being behind milestones, probably throughout the Fund’s lifetime. On the positive side, in response to this slow-down, the Fund has done a good job of raising additional co-investment in 2023 and 2024 to re-energise struggling projects, increasing the overall volume of private co-investment in sustainable land use. Consequently, all but one of the portfolio projects look likely to succeed financially and continue a long-term contribution to climate and nature. The methodology for calculating private and public finance mobilised will be updated for 2025 following latest ICF KPI guidance.

A conservative approach in project selection since COVID-19 has also underutilised the Fund’s potential capacity to date, leading to lower investment levels and lower impact than initially projected, with the trade-off that the Fund now has more capital in reserve to make follow-on payments and to support its existing projects.

As a result of these factors, results are likely to remain below initial projections for the remainder of the Fund’s operational lifetime. As a consequence, and now that the portfolio is complete and projections can be set more accurately, Mirova have suggested reducing milestones for Outcome Indicators 1, 2, and 5, to make 80,000 ha the final forest restoration goal of the Fund, also reducing the final sustainable land area targets by one third, and CO2 sequestration targets for 2033 from 25 million tonnes to 14 million tonnes (though CO2 sequestration will continue afterwards and should eventually reach the original target around 2040). Value for Money (VfM) from current results indicates that even with these lower results the VfM case is being exceeded. Under this scenario the 2024 targets would be revised to the following:

Table 2: Mirova’s proposed revisions to targets
	Indicator
	2024 current target
	2024 new target
	2024 result
	2025 new target

	1. Area of reforestation (ha)
	90,000
	80,000
	75,560
	80,000

	2. CO2 emissions avoided (t) – KPI 6
	3,000,000
	2,500,000
	2,690,902
	3,500,000

	5. Land contributing towards Land Degradation Neutrality (ha) – KPI 17
	180,000
	150,000
	150,281
	160,000



It does not make sense now to adjust the targets for 2024, but as part of this annual review a conversation can be had about targets for 2025 onwards to ensure we balance realistic targets with stretching ambition year-on-year, and to deliver on the expected value for money as set out in the 2019 business case. Targets will need reviewing in any case in order to add reporting on Defra’s new investment in successor fund SLF2.

Note that Defra’s cumulative direct attribution is calculated from the percentage of Defra’s share in the Fund each year (since 2023 this has been 6.32%) and the increase in Fund level results, then added to the previous year’s attribution. Leveraged attribution is based on the impacts of additional finance and co-investment leveraged by Defra’s investment (5.6% of total Fund size since 2023).

C. DETAILED OUTPUT SCORING

	Output Title 
	The LDN Fund provides finance and technical assistance to support successful SLM projects which provide financial returns for investors, sustained benefits for local communities and non-financial benefits on a local, national and global scale.

	Output number: 
	1
	Output Score: 
	A

	Impact weighting (%):  
	40%
	Weighting revised since last AR? 
	N/A



	Output Indicator(s)
	2024 in-year results
	2024 milestones (cumulative)
	2024 results (cumulative)

	1.1 Level of TA funding provided ($)
	309,327
	2,700,000
	2,709,327

	1.2 Level of project investment provided ($)
	6.4 million
	180 million
	171.8 million

	1.3 Number of TA projects funded
	3
	29
	30

	1.4 Number of countries TA is provided
	3
	19
	18

	1.5 Number of knowledge products
	3
	17
	17

	1.6 Overall return rate on investments
	Results expected from 2028


· Output Indicator 1.1: This indicator has now reached the end-of-project target of $2.7 million.
· Output Indicator 1.2: Disbursements are continuing through existing commitments and follow-on investments, so this indicator is likely to reach the end-of-project target of 180 million in 2025, two years later than hoped but still in the first half of the Fund’s lifetime.
· Output Indicator 1.3: 30 projects have received TA for pre-investment preparation and post-investment through the TAF. Examples of TA support provided in 2024 are:
· Post-investment TA supported Terrasos (which implements Habitat Banks in Colombia to generate payment for biodiversity compensations) to strengthen its environmental impact monitoring approaches and to develop a risk management system for existing and new habitat banks.
· Post-investment TA activities supported Koa (which is unlocking a new value chain from cocoa pulp) to work on climate resilience and assess the living wage gap against a local benchmark.
· Pamoja (sourcing and processing organic macadamia nuts including from smallholder growers) received a diverse TA package including trainings on best practices for macadamia seedling production with the aim to scale up seedling production, the development of a gender strategy and an assessment of living wage and living income gaps for Pamoja’s operations against a local benchmark.

· Output Indicator 1.4: Although still slightly behind target, there was an increase of 3 in the number of countries where TA is provided, closing the target gap significantly. The final target for the Fund was 19 countries, but as the Fund is now fully deployed on a slightly smaller scale than first anticipated it is unlikely to expand beyond 18.
· Output Indicator 1.5: LDN published three new knowledge products, through the TAF and Sattva Consulting, including a presentation on the TAF portfolio with lessons learned, a webinar on ‘Enabling Environment for Agroforestry: Land Certification and Role of Access to Finance’ (December 2024) and a publication with case studies on LDN’s and the TAF’s approach to gender equality.
· Output Indicator 1.6: The Fund is targeting an overall return rate of 8.1%, with initial returns of 4.2% beginning from 2028.
	Output Title 
	Projects supported by the LDN Fund to deliver positive environmental outputs on a local, national and global scale.

	Output number: 
	2
	Output Score: 
	B

	Impact weighting (%):  
	25%
	Weighting revised since last AR? 
	N/A


	Output Indicator(s)
	2024 in-year results
	2024 milestones (cumulative)
	2024 results (cumulative)

	2.1 Number of threatened species (IUCN Red List) in conservation areas (annual)
	n/a
	n/a
	257

	2.2 Number of sustainable certifications received by LDN-funded projects (cumulative)
	1
	8
	9

	2.3 Area of land under sustainable management (ha) [KPI 17] (cumulative)
	11,836
	180,000
	150,281



· Output Indicator 2.1: This indicator has proven extremely tricky to report on and provided inconsistent and unclear results with extreme variations. We have agreed with Mirova that it will not count towards the Output scoring from 2024 onwards, and can be replaced if a suitable substitute for biodiversity monitoring is developed.
· Output Indicator 2.2: Certified projects include Urapi (Organic & Fairtrade, Miro (FSC), Cacao Oro (Rainforest Alliance), Kennemer (Rainforest Alliance), Aloe Agroflorestal (FSC), Atlas Fruits (Global GAP), Pamoja (organic), AQRE (UEBT). While Kennemer and AQRE both achieved certification last year, Burapha’s FSC certification lapsed due to other challenges at the company, but is on track to be re-certified in 2025.
· Output Indicator 2.3: as discussed in the Outcome section, Mirova’s proposal is to adjust some core milestones to allow for the Fund’s reduced reach and number of investments following the continued impacts of COVID-19.

	Output Title 
	The LDN Fund contributes to positive development outcomes in local communities/poor rural individuals in and around each of the project locations, with clear and sustained community engagement in each of the projects

	Output number: 
	3
	Output Score: 
	A++

	Impact weighting (%):  
	25%
	Weighting revised since last AR? 
	N/A



	Output Indicator(s)
	2024 in-year results
	2024 milestones (cumulative)
	2024 results (cumulative)

	3.1 Percentage of women employed by or with main livelihood supported by LDN Fund projects (annual)
	+2%
	47%
	55%
(55,778 women)

	3.2 Number of community engagement events (cumulative)
	2575
	n/a
	6271

	3.3 Jobs created/supported by LDN Fund (employees and smallholders supported; employees only in brackets) (cumulative)
	38,783
(-1488)
	80,000
	145,082
(4,093)



· Output Indicators 3.1 and 3.3: the figures cover all people directly employed by, or with a main livelihood supported by, the LDN Fund (including direct project beneficiaries). The overall increase in 2023 and 2024 is mainly due to the incorporation of female wild pickers in Aqre’s sourcing scheme, while the reduction in employee numbers is due to some projects struggling and in one case going into administration.
· Gender-disaggregated data for 2024 has been collected for employees and smallholders supported as follows:
· Employees: 4,093 including 1,573 women (38.4%)
· Smallholders: 140,989 including 78,637 women (55.8%)
No other disaggregation of beneficiaries is being undertaken by projects at present.
· Output Indicator 3.2: Community engagement through events continues to be strong. Community engagement is conducted at project level as part of specific stakeholder engagement plans. The events usually consist of regular project updates and collection of potential grievances with nearby residents, but can also be focused on capacity building for farmers or celebration events with local communities. 
	Output Title 
	The LDN Fund shares best practice with public and private actors focused on a) expanding SLM practices in developing countries, or b) utilising the impact investment fund approach to contribute to meeting SDG, climate change or environmental targets

	Output number: 
	4
	Output Score: 
	A

	Impact weighting (%):  
	10%
	Weighting revised since last AR? 
	N/A



	Output Indicator(s)
	2024 in-year results
	2024 milestones (cumulative)
	2024 results (cumulative)

	4.1 Reports on LDN Fund results shared in public domain
	2
	8
	9

	4.2 Number of external events hosted by LDN Fund, LDN Facility and project partners.
	1
	12
	11


· Output Indicator 4.1: for 2024 the reports were the Fund’s 2023 Impact report and a report titled ‘Supporting the transition to sustainable supply chains’ published in June 2024.
· Output Indicator 4.2: Mirova and the TAF organised an LDN Investee Knowledge Exchange Session on carbon insetting, aimed at helping LDN’s projects share their experience with each other. Mirova also participated in several high profile events throughout the year, including COP and UN Climate Week.

D: RISK 

Defra’s risk appetite for this programme overall continues to be Open, and most risks associated with LDN are managed by Mirova in their role as Fund Manager. Mirova has extensive experience and resources for this role, including support from their parent company Natixis, with tens of billions under management, and policies across a range of risk categories. This allows Defra high confidence in Mirova’s ability to assess, manage, and mitigate risks. Defra receives quarterly shareholder reports and attends an Advisory Committee twice a year, both of which contain updates on individual projects that give a sense of issues and risks, and also maintains correspondence with Mirova throughout the year to address ad hoc issues.

Risk assessment

Mirova has a process to screen projects and assess the corresponding risks and opportunities. Specifically, Mirova has developed a risk rating tool, specific to SLM and land restoration projects. The rating is used at Investment Committee level before the investment is made, but also after the investment is made for the valuation of the corresponding investment. The Fund also assesses each potential investment project against ESG risk and minimal performance criteria. ESG assessments are based on the Mirova Natural Capital ESG Policy and the LDN Fund ESG Annex that state the Fund’s commitments in terms of ESG performance. More information on the selection and investment process of the Fund can be found here. These policies state that all projects should comply with IFC Performance Standards, as well as achieving E&S certifications when relevant, and some complementary requirements including a safeguarding policy and compliance mechanism. An exclusion list also clarifies the activities that will not be supported by the LDN Fund. As well as financial and ESG risk, Mirova also manages fraud risk and safeguarding.

Fraud

No incidents of fraud were reported to Defra in 2024, or to the Fund’s Advisory Committee. Fraud risks are managed by Mirova with support from Natixis; they have robust internal investment controls, and carry out extensive due diligence on their investors and investees. The Fund itself sits in Luxembourg, and is subject to Luxembourgish counter-fraud requirements. Loans are on commercial terms with clear repayment conditions, and Mirova sits on the Boards of most businesses receiving funding. Defra’s programme team is not involved in any downstream areas with fraud risks, and responsibility lies with Mirova. Defra's drawdowns to LDN are signed off by several officials at both ends. A recommendation has been taken to review Mirova’s counter-fraud measures before the next AR.

Safeguarding

Defra’s programme team has carried out a safeguarding assessment, but has no involvement in any areas where there might be safeguarding risks. Safeguarding is managed by Mirova, which has a safe-guarding policy for LDN and a dedicated reporting mechanism. Safeguarding is part of all Environmental and Social Due Diligence (ESDD) on projects, and if any gap in LDN policy is identified, a corrective action is added in the project’s Environmental and Social Action Plan (ESAP). The Fund maintains good oversight over all projects, with positions on most Boards or equivalents, and is therefore well-placed to monitor and mitigate such risks.

Financial

The Fund’s investments are deliberately spread across countries and land uses, with public funding allowing some higher risk investments within the portfolio. Losses from these will ultimately reduce returns for junior investors like Defra, but without the current 20% minimum 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. Although it limits the Fund’s size, learning from the first Fund has led to MSLF2 following the same 20% protection level.

Conclusion

No Defra-level risks were raised or required management in 2024. The Risk Rating for the programme is assessed at ‘Medium’ for 2024, as the programme is continuing to show consistent results for climate and nature impacts, following the successful raising and investment of private and public capital for the portfolio overall. However, the Fund is still early in its impact journey, and needs to demonstrate the profitability of the model for private investors, and there are ongoing risks to the success of individual projects. This kind of Fund is still wholly dependent on a percentage of concessional public funding to meet risk appetites of private investors. The ‘Medium’ rating is influenced by the high confidence we have in Mirova, to whom fund (and risk) management is outsourced, and who are themselves an independently certified B-Corp.


E: PROGRAMME MANAGEMENT: DELIVERY, COMMERCIAL & FINANCIAL PERFORMANCE
[bookmark: _Hlk117002439]
Summary of performance
The Fund Manager (Mirova) performed well in 2024, managing challenging situations with some individual projects to relatively good outcomes, while also doing groundwork on successor fund SLF2. Mirova’s close collaboration with the programme team allowed us to make a strong case for further investment, with an additional £10m allocated (plus a contribution to TA) in the financial year 25/26. 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 Quillabamba in Peru in June 2025 found Urapi’s new project there to be strongly aligned with Defra’s principles on climate, nature, gender equity and poverty (as set out above). This increased confidence that Mirova is making good decisions about the projects they lend to (including further investments in existing projects like this one), and that those projects 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 six months of the end of the year. The Fund also produced an annual impact report. Defra is a member of the Advisory Committee, which meets twice a year. Positive feedback on Defra’s participation as a partner and investor was received from Mirova, with Defra described as the most engaged investor in the Fund and a valuable voice in discussions, as well as demonstrating ongoing commitment to the Fund with new investment.

E2. Assess the VfM of this output compared to the proposition in the Business Case, based on performance over the past year

A 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 and are described below.
As a source of finance for adaptation and mitigation in more vulnerable countries, this programme is aligned with the Paris Agreement to pursue efforts to limit warming to 1.5°C by the end of this century.

Economy - Are we (or our agents) buying inputs of the appropriate quality at the right price?
 
As defined in the Theory of Change, the inputs into the fund consist of:
· Public finance to catalyse the fund’s operational size by mobilising private investors.
· Disbursement of grant finance for technical assistance to support SLM business models.
· Learning and knowledge sharing activities.
 
Whilst costs for each of the inputs cannot be individually calculated, the overall size of Defra’s investment has been £10m. The inputs which DEFRA invest in have been designed so that they can have the maximum effect on the long-term outcomes to increase investment of SLM and sustainable supply chains, reduce GHG emissions, improve biodiversity and environmental conditions, and improve livelihoods of local communities. 

The choice to invest through the LDN Fund, managed by Mirova, continues to represent an economical approach. Mirova was competitively selected through UNCCD processes and is a certified B Corp, providing assurance that it meets recognised standards of social and environmental performance. By pooling Defra’s investment with those of other public and private investors, the Fund has been able to spread risk, reduce costs, and achieve greater scale than would likely have been possible through bilateral projects led directly by Defra.

As set out in Section A, LDN has a strict governance process in place to ensure only quality projects are invested in. LDN operates a thorough due diligence and pre-investment process and each project must pass through three scrutiny committee stages, with only those that best demonstrate value for money and impact progressing to investment.
 
To track the level of progress the fund is making in terms of economy, the total amount spent on expenses is monitored closely year-on-year and was within Defra limits.

Efficiency - How well are we (or our agents) converting inputs into outputs? (‘Spending well’)
 
Several projects have received varying degrees of support from the LDN fund and will spend the funding received at differing rates; however, all projects are required to have spent most of their current loan before the following tranche is paid. Because of this, it is assumed that most of the $171.8 million that has been disbursed has efficiently been converted to outputs.

The programme has shown that it is generally efficient in converting its financial and technical inputs into measurable outputs across its portfolio. Defra’s £10 million input, combined with other public and private capital, was disbursed to projects through staged loans and complemented with technical assistance funding. These mechanisms ensured that money was only released once projects had demonstrated effective use of earlier tranches, creating a strong incentive for efficiency and accountability.

The results set out against Output 1 demonstrate how these inputs were translated into tangible outputs – meeting 60% of targets. Over $2.7 million in technical assistance funding (Output 1.1), compared to a target of $2.7 million.  $171.8 million of project investment has already been disbursed, compared to a target of £180 million (Output 1.2). 30 projects across 18 countries (Outputs 1.3 and 1.4, respectively), compared to a target of 29 projects in 19 countries, and producing 17 knowledge products that help spread best practice. This shows that the Fund’s financial resources and TA inputs have been efficiently channelled into projects, capacity-building, and knowledge-sharing.

Output 2 indicators show that these investments translated into direct environmental and social gains. 150,281 hectares of land are now under sustainable management (Output 2.3). The Fund’s catalytic design also enhanced efficiency by leveraging Defra’s junior capital investment to mobilise private and public finance far beyond the initial contribution. This has multiplied the scale of outputs at no additional cost to Defra. For instance, projects achieved nine sustainability certifications (Output 2.2), showing that inputs were effectively converted into verifiable standards of good practice. 

145,082 jobs have been created or supported by investment from the fund, exceeding the milestone for this stage of the programme by 65,000 (Output 3.1) of which 55.8% were held by women (Outputs 3.3). Community engagement has been strong, with over 2,500 engagement events recorded (Output 3.2), ensuring local participation in project design and implementation.

While some environmental outputs are slightly behind original milestones, these shortfalls reflect external constraints like ongoing COVID-19 disruptions, rather than inefficiencies in input use. The evidence suggests that the fund is largely efficient at transforming public finance and technical support into a broad set of outputs.

Table 1 – Ratio of public and private finance mobilised as a result of Defra’s investment
	VfM Metric
	Result (direct)

	Ratio of private finance mobilised as a result of every £ of ICF support
	0.49

	Ratio of co-investment mobilised as a result of every £ of ICF support
	1.17

	Ratio of public finance mobilised as a result of every £ of ICF support
	0.21


Note: the calculations for finance mobilised are based on growth in the fund and co-investment following Defra’s investment, multiplied by Defra’s percentage share of the fund in each year. The Fund has not raised capital directly since 2021, so increases in finance mobilised are all from co-investment in individual projects. The methodology for calculating private and public finance mobilised will be updated for 2025 following latest ICF KPI guidance.

As illustrated below (fig. 1), Defra’s initial investment decreased in comparison to the Fund’s size from 9% to 6% during the fundraising period. Attribution of impact, including leveraged finance, is in proportion to Defra’s share of the Fund in any given year, and that leveraged finance in turn begins to accumulate impact, making Defra’s combined direct and leveraged impact between 14% and 11.5% of the Fund’s total impacts. This includes co-investment by third parties in projects, leading to a snowball effect of fundraising:
[image: A diagram of a graph

AI-generated content may be incorrect.]Figure 1 – Snowballing effect of public investment

Reporting against output indicators for 2024 demonstrates relatively steady conversion of inputs into outputs, with 59% of indicators, meeting or exceeding their targets for 2024. Both of the two indicators reported against Output 3 demonstrated strong progress on social outputs, with 145,082 jobs created or supported through the LDN fund – a notable overachievement at this stage.

Table 2 - Summary table of programme performance against 2024 indicator targets[footnoteRef:2] [2:  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 both pieces of information are excluded from the table.] 

	
	Output Indicators
	Outcome indicators
	Total

	Number of targets met or exceeded
	7
	3
	10

	Number of targets not delivered
	4
	3
	7

	Total
	11
	6
	17



Effectiveness - How well are the outputs produced by an intervention having the intended effect? (‘Spending wisely’)
 
The programme has been effective at converting its outputs into measurable outcomes, particularly in mobilising finance, improving land management, and contributing to climate mitigation.
Output 1 indicators have enabled strong progress on leveraging wider capital. The $171.8 million invested in projects and $2.7 million in technical assistance funding have built robust pipelines and strengthened project delivery capacity. These outputs directly contributed to outcomes such as $128 million in private finance leveraged and $216 million in co-investment, exceeding the milestone target of $135 million, confirming that the fund’s catalytic model has been successful in turning outputs into systemic financial mobilisation. 
Environmental outputs (Output 2) have translated into outcome-level progress on land restoration and carbon emissions. The 150,281 hectares under sustainable management (Output 2.3) underpin outcome indicators on land contributing towards Land Degradation Neutrality and reforestation, resulting in 75,560 hectares reforested and 2.69 million tonnes of CO₂ emissions avoided in 2024. While these remain slightly below original milestones, they represent substantial gains given the external challenges faced. The nine sustainability certifications achieved by projects further reinforce these environmental outcomes by embedding credible standards of land use and resource management.
Knowledge-sharing outputs (Output 4), including eight reports published and 11 external events hosted, have supported wider uptake of sustainable land management practices and impact investment approaches. These outputs feed directly into the outcome indicator on transformational change, helping scale the Fund’s influence beyond its immediate portfolio.
Overall the programme demonstrates that financial, environmental and knowledge outputs are being effectively converted into outcomes. Although some environmental targets remain just short of milestones, progress on finance mobilisation, land restoration and climate change mitigation shows that outputs are broadly achieving their intended effects.
Overall, the programme is demonstrating relatively robust progress towards its targeted outcomes. Whilst progress needs to be made on the outcome indicators not currently reaching their targets to ensure complete effectiveness, they miss their targets only by a small percentage that does not differ significantly to the proposition in the business case. 

Graphs showing progress made on outcome indicators between the baseline in 2019 (when Defra invested) and 2024  
 


 
Equity - How fairly are the benefits distributed? To what extent will we reach marginalised groups? (“spending fairly”) 
The programme has made strong progress in embedding gender equality, disabilities and social inclusion (GEDSI) within its portfolio, ensuring benefits are distributed fairly and reaching vulnerable groups.
Outputs under community and livelihoods have delivered significant equity outcomes. The Fund has supported 145,082 jobs across its portfolio, with over 55,000 women benefiting directly. In 2024, 55% of all employees and smallholders supported were women, continuing a steady year-on-year increase from 53% in 2023 and exceeding the milestone target of 47% for 2024. This reflects the fund’s emphasis on gender-sensitive approaches as the fund has made gender equity a greater focus of its engagement with investees, in line with its Gender Policy Annex and 2X Challenge commitment. Many of the projects have either developed or are still developing a gender assessment and action plan, following the request for all projects to create them, which could be part of the reason for the increase of the equity metric.
The 2X Challenge criteria, with seven projects qualifying on leadership, employment, or ownership, provides external validation that equity considerations are embedded across the portfolio. Many projects have adapted their engagement models to ensure that women and marginalised groups can participate in, and benefit from, sustainable land management activities.
Overall, it is apparent that the LDN fund is actively encouraging projects to place GEDSI at the forefront of their priorities, evidenced through an increase in the percentage of women employed by or with their main livelihood supported by LDN Fund projects and through projects meeting the 2X Challenge eligibility criteria, all without additional funding.

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 intended long-term impact of the scheme is to drive transformational change, by facilitating and maximising the flow of finance towards sustainable land management projects and practices, to contribute to minimising climate change and wider environmental impacts. Key environmental outcomes include land contributing towards land degradation neutrality, reforestation and tonnes of CO2e emissions avoided. All of these outcomes contribute to value for money. While a full cost-benefit analysis has not been conducted and this therefore does not account for risks such as additionality and leakage, an indication of the value of benefits can be shown using the value of the reductions in CO2e emissions as an example. A reduction of 173,000tCO2e is directly attributed to Defra’s investment, which, using the 2024 estimated CO2e value of £256/tonne, results in a benefit of more than £44.3m so far with many projects not yet complete. 

While this is just an indicative value for one benefit and does not account for risks such as additionality and leakage, it indicates benefits already (likely to continue to grow over the implementation and appraisal period) several times greater than the cost of Defra’s investment of £10 million into the LDNF, indicating a BCR above 2, with likely value for money of at least high, per Defra’s Value for Money Framework.
Cost effectiveness may be slightly below initial expectations in the business case as a result of underperformance against key environmental outcome indicators, although areas of overperformance also exist in areas such as job creation. However, while private funding has exceeded targets, there is limited evidence to date that this is driving greater environmental outcomes and impacts. This suggests impacts at a slightly lower level per pound invested by Defra and partners than targeted, or signs of diminishing returns, as with greater funding catalysed, the programme may be expected to deliver greater results. Not all funding has yet been disbursed to projects so any additional impacts as a result of greater funding may become more apparent in the latter years of the programme. 

Value for money summary



OFFICIAL

At present there is no evidence that the economic arguments for funding LDNF have changed significantly since Business Case approval, with current results indicating that Defra’s funding of LDNF represents value for money. There has also not been any significant change to the design of the programme which will prevent the programme from delivering value for money in future.
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Leveraged Finance ($ millions)

 Public ($)	Baseline (2019)	2020	2021	2022	2023	2024	28580327.596799996	40866562.396799996	85572988	85572988	85572988	85572988	 Private ($)	Baseline (2019)	2020	2021	2022	2023	2024	48277434	102087434	128079834	128079834	128079834	128079834	Co-investment ($)	Baseline (2019)	2020	2021	2022	2023	2024	5000000	67500000	87828283	91828283	178139258	215798066	Milestones	313652822	343652822	348652822	



Land contributing towards LDN (cumulative ha)

Results	Baseline (2019)	2020	2021	2022	2023	2024	37406	40753	98155	133301	138445	150281	Milestones	125000	150000	180000	



Area of reforestation (cumulative ha)

Results	Baseline (2019)	2020	2021	2022	2023	2024	28795	32507	45509	47085.729999999996	65792	77162	Milestones	62500	75000	90000	



Tonnes of CO2 emissions avoided (cumulative million tonnes) – KPI 6

Results	Baseline (2019)	2020	2021	2022	2023	2024	0	144000	514000	1075000	1687122	2690902	Milestones	1000000	2000000	3000000	
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