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Part I: Project Information

GEF ID
10500

Project Type
FSP

Type of Trust Fund
GET

CBIT/NGI
CBIT
7 NGI

Project Title
Livelihoods Carbon Fund 3 (LCF3)

Countries
Global

Agency(ies)
Cl

Other Executing Partner(s) Executing Partner Type
Livelihoods Ventures Others
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GEF Focal Area
Multi Focal Area

Taxonomy

Focal Areas, Climate Change, Climate Change Mitigation, Agriculture, Forestry, and Other Land Use, Financing, Land Degradation, Land Degradation Neutrality, Land
Productivity, Land Cover and Land cover change, Carbon stocks above or below ground, Sustainable Land Management, Sustainable Livelihoods, Income Generating
Activities, Integrated and Cross-sectoral approach, Sustainable Forest, Biodiversity, Protected Areas and Landscapes, Species, Mainstreaming, Agriculture and
agrobiodiversity, Deploy innovative financial instruments, Influencing models, Stakeholders, Local Communities, Civil Society, Community Based Organization, Non-
Governmental Organization, Type of Engagement, Consultation, Information Dissemination, Partnership, Participation, Indigenous Peoples, Beneficiaries, Private
Sector, Financial intermediaries and market facilitators, Large corporations, SMEs, Project Reflow, Non-Grant Pilot, Gender Equality

Rio Markers
Climate Change Mitigation
Climate Change Mitigation 2

Climate Change Adaptation
Climate Change Adaptation 0

Duration
240 In Months

Agency Fee(S)
1,211,532

Submission Date
2/27/2020
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A. Indicative Focal/Non-Focal Area Elements

Programming Directions Trust Fund GEF Amount($) Co-Fin Amount(8)

LD-1-1 GET 3,141,009 25,907,200

LD-1-3 GET 3,141,009 25,907,267

LD-1-2 GET 3,141,009 25,907,233

BD-1-1 GET 4,038,441 33,309,300
Total Project Cost ($) 13,461,468 111,031,000

https://gefportal.worldbank.org 3/98
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B. Indicative Project description summary

Project Objective

The Livelihoods Carbon Fund 3 (LCF3) will build an innovative and replicable investment-model that will invest in community-based solutions to restore natural
ecosystems, and establish agroforestry and regenerative agriculture systems in developing countries that will ultimately reduce GHG emissions, increase carbon
sequestration, generate certified carbon offsets to climate-responsible corporates and contribute towards SDGs while delivering a steady and positive financial
return to financial investors. (While the Livelihoods Carbon Funds include carbon avoidance activities through rural energy / cookstove initiatives, GEF funding will
not be directed towards this cluster of projects.)

Project Financing Project Outcomes Project Outputs Trust GEF Amount($) Co-Fin Amount($)
Component Type Fund

Component Investme  Outcome 1.1: Launch of an Output 1.1.1: LCF3 financing GET 13,461,468 111,031,000
1.1: The nt innovative climate-finance secured and consisting of at

Livelihoods investment vehicle (Livelihoods least 75% private sector

Carbon Carbon Fund 3) supported by contributions & 25% financial

Fund 3 financial and corporate investors.  sector (public & private

contributions.
Indicator 1.1: Amount of public & )

private capital raised from Output 1.1.2: At least US$27
corporate and financial investors million of financial investors'
(public and private) to invest in commitments in equity to
community-based solutions that LCF3 are structured for an
restore natural ecosystems, investment horizon spanning
endorse agroforestry and across at least 10 years (until
regenerative agriculture models 2030).

Target 1.1: At least USS$76 [1]
million of capital raised by end
2020.

Outcome 1.2: Increase in the area
of restored and conserved natural
ecosystems and avoided
deforestation due to investments
of the LCF3 fund over a time span
of at least 20 years.

https://gefportal.worldbank.org 4/98
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Indicator 1.2.1: Number of Ha of
agricultural land under sustainable
land management.

Target 1.2.1: 48,960Ha.

Indicator 1.2.2: Number of
hectares of avoided deforestation.

Target 1.2.2: 10,700Ha of avoided
deforestation.

Indicator 1.2.3: Number of
hectares of wetland restored and
protected.

Target 1.2.3: 16,500Ha.

Indicator 1.2.4: Number of
hectares of landscapes under
sustainable land management in
production sysyems.

Target 1.2.4: 12,240 Ha

Indicator 1.2.5: Number of Ha of
land restored through wetland
restoration, implementation of
sustainable land practices and
avoided deforestation.

Target 1.2.5: 88,400 Ha

Indicator 1.2.6: Volume of t CO2eq
of avoided GHG emissions or
increased carbon sequestration
through natural ecosystem
restoration, rural energy,
agroforestry & regenerative
agriculture systems.

Target 1.2.5: At least 20 million
tC02-eq of avoided GHG
emissions or increased carbon

WhbgGefportal

Output 1.2.1: At least 74
million trees planted leading
to the restoration of mangrove
and enrichment of agricultural
land.

Output 1.2.2: Training
provided by LCF3 on
sustainable management to
100,000 farmers.

5/98
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sequestration in biomass, soil, and
sediments thanks to project
activities.

Outcome 1.3: Men and women
increase income as a direct result
of participating in and benefiting
from the portfolio of projects
financed by LCF3.

Indicator 1.3: # people benefitting
from activities financed by the
Livelihoods Carbon Fund 3.

Target 1.3: 475,500 direct
beneficiaries.

[1] All LCF3 monetary targets are
originally expressed in EUR.
Figures in this concept note have
been converted into USS using the
1.079 USS/EUR exchange rate
published by the European Central
Bank on February 20, 2020.

Project Management Cost (PMC)

https://gefportal.worldbank.org
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Output 1.3.1: At least 60% of
households within project
perimeter access to
training/knowledge/resources
made available under the
project.

Output 1.3.2: Women make up
at least 50% of project
governance bodies
worldwide.

Output 1.3.3: 217,500 people
with lower exposure to health
hazards and injuries over a
period of at least 7 years.

Output 1.3.4: At least 70,000
beneficiaries with a sourcing
agreement with one or several
commercial entities.

Output 1.3.5: 650 collective
organizations created and/or
receiving support from LCF3
(e.g. farmers cooperatives,
business incubators, natural
resource management
committees, remunerated
planting groups, etc.).

Output 1.3.6: At least 100,000
beneficiaries joining collective
organizations supported by
LCF3.

Sub Total ($) 13,461,468

111,031,000
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GET
Sub Total($) 0 0
Total Project Cost(8) 13,461,468 111,031,000

https://gefportal.worldbank.org 7/98
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C. Indicative sources of Co-financing for the Project by name and by type

Sources of Co-financing

Private Sector

Private Sector

Private Sector

Private Sector

Private Sector

Private Sector

Private Sector

Others

Private Sector

Private Sector

Private Sector

Others

Name of Co-financier

Corporate Company

Corporate Company

Corporate Company

Corporate Company

Corporate Company

Corporate Company

Private Bank

Development Agency

Private Bank (pending due diligence)

Corporate Company

Corporate Company

Government/USAID-DFC

Describe how any "Investment Mobilized" was identified
“Investment Mobilized" refers to additional funding that will be deployed over GEF's 20-year investment period to support the Livelihoods Carbon Fund 3

WhbgGefportal

Type of Co-financing

Equity

Equity

Equity

Equity

Equity

Unknown at this stage

Equity

Equity

Equity

Equity

Equity

Guarantee

Investment Mobilized

Investment mobilized

Investment mobilized

Investment mobilized

Investment mobilized

Investment mobilized

Investment mobilized

Investment mobilized

Investment mobilized

Investment mobilized

Investment mobilized

Investment mobilized

Investment mobilized

Total Project Cost($)

Amount(S)

21,580,000
10,790,000
5,395,000
4,316,000
5,395,000
3,237,000
2,158,000
16,185,000
10,790,000
10,790,000
5,395,000
15,000,000

111,031,000

investment strategy, catalyzed by GEF's investment. The “Investment Mobilized” is composed of: i) Equity commitments from corporate investors keen on

sourcing in-kind certified carbon offsets, as generated by LCF3, to compensate their uncompressible carbon footprint. These corporate investors represent both,

historic LCF1 & LCF2 investors as well as newly entrant corporate investors attracted by LCF's track-record of delivery of high quality & competitively priced

https://gefportal.worldbank.org
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carbon offsets. ii) Equity commitments from social impact investors which can be a financial institution, a fund, a Development Finance Institution (DFI) or any
other private or public entity investing with the intention to generate a social and/or environmental benefit in addition to a financial return. The ten-year investment
track-record to-date of LCF1 in delivering an attractive financial return as well as generating positive social &/or environmental impacts for rural communities in
developing countries serves to illustrate a strong investment case in carbon projects. LCF3 also represents an opportunity to invest in an innovative investment
model to accelerate financial capital allocation to finance the private sector’s transition towards carbon neutrality and climate action at scale. iii) A US$15 million
guarantee provided by the U.S. International Development Finance Corporation (DFC) and supported by the US Agency for International Development (USAID) to
de-risk the investment of private financial investors in relation to carbon projects’ implementation (as specified in section 5) and their impact on the volume of
carbon credit generation generated by LCF3. This guarantee, coupled with the catalytic capital brought by public financial investors (e.g. GEF), will serve to
incentive first-mover private financial investors to join LCF3. The guarantee, is dedicated to private financial investors and has been included in the table above
(“Indicative sources of co-funding for the project”). It is expected that, by the end of 2020, LCF3 will have secured at least 70% of this “Investment Mobilized” for a
first financial closing towards a total fund-size of ~US$109 million (figures do not include the US$15 million guarantee). All LCF3 monetary targets are originally
expressed in EUR. Figures in this concept note have been converted into USS using the 1.079 USS/EUR exchange rate published by the European Central Bank on
February 20, 2020 (https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/eurofxref-graph-usd.en.html) -------------------
- Figures on the “Sources of co-financing” table provide an indication of the interest / appetite we have received from the different organisations
we are currently in discussions with.

https://gefportal.worldbank.org 9/98
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D. Indicative Trust Fund Resources Requested by Agency(ies), Country(ies), Focal Area and the Programming of Funds

Agency Trust Fund Country Focal Area Programming of Funds Amount($) Fee(S) Total($)
Cl GET Global Multi Focal Area NGI 13,461,468 1,211,532 14,673,000
Total GEF Resources(8) 13,461,468 1,211,532 14,673,000

https://gefportal.worldbank.org 10/98
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E. Project Preparation Grant (PPG)
PPG Required

PPG Amount ($)

300,000
Agency Trust Fund Country
Cl GET Global

https://gefportal.worldbank.org
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PPG Agency Fee ($)
27,000
Focal Area Programming of Funds Amount(8)
Multi Focal Area NGI 300,000
Total Project Costs(8) 300,000

Fee($)

27,000

27,000

Total($)

327,000

327,000

11/98
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Core Indicators

Indicator 3 Area of land restored

Ha (Expected at CEO
Ha (Expected at PIF) Endorsement)
65460.00 0.00

Indicator 3.1 Area of degraded agricultural land restored

Ha (Expected at CEO
Ha (Expected at PIF) Endorsement)

48,960.00

Indicator 3.2 Area of Forest and Forest Land restored

Ha (Expected at CEO
Ha (Expected at PIF) Endorsement)

https://gefportal.worldbank.org

WhbgGefportal

Ha (Achieved at MTR)

0.00

Ha (Achieved at MTR)

Ha (Achieved at MTR)

Ha (Achieved at TE)

0.00

Ha (Achieved at TE)

Ha (Achieved at TE)

12/98
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Indicator 3.3 Area of natural grass and shrublands restored

Ha (Expected at CEO
Ha (Expected at PIF) Endorsement) Ha (Achieved at MTR)

Indicator 3.4 Area of wetlands (incl. estuaries, mangroves) restored

Ha (Expected at CEO
Ha (Expected at PIF) Endorsement) Ha (Achieved at MTR)

16,500.00

Indicator 4 Area of landscapes under improved practices (hectares; excluding protected areas)

Ha (Expected at CEO
Ha (Expected at PIF) Endorsement) Ha (Achieved at MTR)
22940.00 0.00 0.00

Ha (Achieved at TE)

Ha (Achieved at TE)

Ha (Achieved at TE)

0.00

Indicator 4.1 Area of landscapes under improved management to benefit biodiversity (hectares, qualitative assessment, non-certified)

https://gefportal.worldbank.org
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Ha (Expected at CEO
Ha (Expected at PIF) Endorsement) Ha (Achieved at MTR)

Indicator 4.2 Area of landscapes that meets national or international third party certification that incorporates biodiversity considerations (hectares)

Ha (Expected at CEO
Ha (Expected at PIF) Endorsement) Ha (Achieved at MTR)

Type/Name of Third Party Certification

Indicator 4.3 Area of landscapes under sustainable land management in production systems

Ha (Expected at CEO
Ha (Expected at PIF) Endorsement) Ha (Achieved at MTR)

12,240.00

https://gefportal.worldbank.org

Ha (Achieved at TE)

Ha (Achieved at TE)

Ha (Achieved at TE)

14/98
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Indicator 4.4 Area of High Conservation Value Forest (HCVF) loss avoided

Ha (Expected at CEO

Ha (Expected at PIF) Endorsement) Ha (Achieved at MTR) Ha (Achieved at TE)

10,700.00

Documents (Please upload document(s) that justifies the HCVF)

Title Submitted

Indicator 6 Greenhouse Gas Emissions Mitigated

Total Target Benefit (At PIF) (At CEO Endorsement) (Achieved at MTR)
Expected metric tons of CO-e (direct) 0 0 0
Expected metric tons of CO-e (indirect) 0 0 0

Indicator 6.1 Carbon Sequestered or Emissions Avoided in the AFOLU (Agriculture, Forestry and Other Land Use) sector

Total Target Benefit (At PIF) (At CEO Endorsement) (Achieved at MTR)

Expected metric tons of CO-e (direct)

https://gefportal.worldbank.org

(Achieved at TE)

(Achieved at TE)
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Expected metric tons of CO-e (indirect)

Anticipated start year of accounting

Duration of accounting

Indicator 6.2 Emissions Avoided Outside AFOLU (Agriculture, Forestry and Other Land Use) Sector

Total Target Benefit (At PIF) (At CEO Endorsement) (Achieved at MTR) (Achieved at TE)

Expected metric tons of CO-e (direct)

Expected metric tons of CO-e (indirect)

Anticipated start year of accounting

Duration of accounting

Indicator 6.3 Energy Saved (Use this sub-indicator in addition to the sub-indicator 6.2 if applicable)

Energy (MJ) (At Energy (MJ) (At CEO Energy (MJ) (Achieved at Energy (MJ) (Achieved at
Total Target Benefit PIF) Endorsement) MTR) TE)
Target Energy Saved
(MJ)

https://gefportal.worldbank.org 16/98
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Indicator 6.4 Increase in Installed Renewable Energy Capacity per Technology (Use this sub-indicator in addition to the sub-indicator 6.2 if applicable)

Capacity (MW) (Expected at  Capacity (MW) (Expected at CEO Capacity (MW) (Achievedat  Capacity (MW) (Achieved at
Technology PIF) Endorsement) MTR) TE)

Indicator 11 Number of direct beneficiaries disaggregated by gender as co-benefit of GEF investment

Number (Expected at Number (Expected at CEO

PIF) Endorsement) Number (Achieved at MTR)  Number (Achieved at TE)
Female 316,500
Male 159,000
Total 475500 0 0 0

https://gefportal.worldbank.org 17/98
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Part Il. Project Justification

1a. Project Description

.1)  the global environmental and/or adaptation problems, root causes and barriers that need to be addressed (systems description);

In 2015, Governments at COP21 in Paris made a historic agreement on “holding the global average temperature to well below 2°C above pre-industrial levels”
(Art.2), pursuing efforts to limit the increase to 1.5°C, and pledging action to address climate change. However, human-induced warming has already reached
1°C. According to the Intergovernmental Panel on Climate Change (IPCC), if this warming rate is to continue the world might reach the 1.5°C rise by 2040.[1]

Global warming and climate change are already having profound consequences on many countries and communities in many parts of the world where
livelihoods, food security and sources of income are highly dependent on the carbon cycles in agriculture, landscape and natural resources. Degradation or
enhancement of these ecosystems have direct impacts on people’s economic and social condition as well as on the overall carbon balance.

While signatory countries of the UNFCCCI[2] around the world took the first steps in the fight against climate change by setting their ambitions to reduce
emissions through Nationally Determined Contributions (NDCs), pledges are still insufficient to limit global warming to the 2°C threshold. NDCs have mostly
focused on the transition towards a low-carbon economy, mainly through the decarbonization of a variety of sectors such as transport, the promotion of
renewable energies, etc. In the meantime, the potential of terrestrial and marine ecosystems to tackle climate change, both in terms of mitigation and
adaptation, has not been fully taken into account even if e.g. emissions from agriculture, forestry and other land-use related activities alone contribute around
a quarter of the total GHG emissions.[3]'[4]

Nature-Based Solutions (NBS)[5] have a vital role to play in addressing the causes and consequences of climate change: they can provide around 30% of the
cost-effective mitigation that is needed by 2030[6] (see Figure 1), while providing environmental, social and economic benefits to vulnerable communities
around the world, including protection against the worst impacts of climate change and conservation of the rich diversity of life on this planet.[7]

Figure 1: UN’s estimation of NBS' contribution to the fight against climate change[9]

https://gefportal.worldbank.org 18/98
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Multilateral organizations and academia are sending clear messages on the need to establish more concrete, evidence-based targets for NBS, to secure
robust enabling conditions supporting NBS, as success in reaching the collective GHG's goals depends on transformational actions of different organizations
(incl. financial institutions, corporations, civil society, etc.) and beyond industry and energy sectors. Further, long-term, effective, and enhanced international
financial flows are needed to secure progress and implement NBS in developing countries at larger scales, to ensure their sustainability, and to bridge the
existing gap between financing institutions and smallholders / local communities.

Root causes and their impact

About 2bn Ha of land worldwide, home to 1.5bn people, are directly affected by land degradation (47% of which is forest, while cropland accounts for 18% of
the total)[8]. Overall, the process is already impacting 3.2bn people, with associated annual costs to the global economy estimated in US$18-20 trillion[9].
Below there is a brief description of some of the most important drivers behind natural resources degradation:

1. Demographic pressure. Sustained population growth, currently increasing at an annual rate of 1.05% worldwide[10], puts pressure on production systems,
space, and demand for fuel and can lead to the depletion of natural resources (land, water, ecosystem services, etc.), increased disposal of harmful waste into
the environment, and urbanization.

Over 55% of the world population lives in urban settings, a number that is projected to increase to 68% by 2050 if current trends are to continue[10] . Cities
consume over 65% of the world’s energy, produce more than 70% of global GHG emissions, and therefore play an important role in the fight against global
warming and climate change[11]. Furthermore, urbanization might cause the loss of between 1.6 and 3.3m Ha of prime agricultural land per year in the period
between 2000 and 2030[9] unplanned, unsystematic and rapid urbanization can have profound, negative impacts on vegetation and land cover, water bodies
and wetlands.

While industrialization has been the key driver of economic growth and prosperity worldwide, and the mechanism to cope with higher consumption levels from
a larger population, unsustainable industrial activities have played a major role in the degradation of the global environment, putting pressure on natural
resources, contributing towards e.g. GHG emissions, air and water pollution, or growing volumes of waste.

An example of the effect of demographic pressure, its interaction with different economic sectors and the direct imp cﬁ on global warming and climate
change is reflected on latest report on Global Energy and CO2 status report by the International Energy Agency (IEA)" : Higher energy demands from a larger
population drove the intensification of production levels and increased global energy-related CO2 emissions by 1.7% in 2018, reaching a record high of 33.1t of
CO02, the highest rate of growth since 2013, and 70% higher than the average increase since 2010.

2. Unsustainable land management practices, such as the expansion of monoculture croplands, increased use of inputs, unsustainable / selective logging
practices, replacement of natural forest with intensively managed plantations of exotic tree species, etc., are key drivers of land degradation, including
reductions in biomass stock, bringing significant loss of soil biodiversity and fertility, and therefore a decrease in the soil's capacity to sequestrate carbon.

[13]

With a growing population, expected to reach 9.7bn by 2050 the carrying capacity of the planet is at risk: the global food production needs to increase by
50% compared to current levels in order to feed the people expected to live on our planet. This situation has historically lead to the conversion of native
vegetation into crop and grazing land, the intensification of farming practices, with a heavy reliance on mechanization, pesticides and chemical inputs, to soil
erosion, depletion, reduced capacity to sequestrate CO2, eutrophication of water bodies from agricultural runoffs, thus exacerbating land degradation.

Over the past two centuries soil organic carbon has decreased by 8% globally (i.e. 176 Gt C) as a consequence of land conversion and unsustainable land
management practices, and projections to 2050 predict fur['%hlﬁr losses of 36 Gt C from soils, particularly in sub-Saharan Africa[9] . Carbon stocks in forests
alone have decreased by almost 11 Gt in the past 25 years™ . Over 50% of the agricultural land is moderately or severely affected by soil degradation, and if

https://gefportal.worldbank.org 20/98


file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200326%20LV3%20PIF%20for%20resubmission%20track%20changes_20200331%5b1%5d.docx#_ftn8
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200326%20LV3%20PIF%20for%20resubmission%20track%20changes_20200331%5b1%5d.docx#_ftn9
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200326%20LV3%20PIF%20for%20resubmission%20track%20changes_20200331%5b1%5d.docx#_ftn10
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200326%20LV3%20PIF%20for%20resubmission%20track%20changes_20200331%5b1%5d.docx#_ftnref10
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200326%20LV3%20PIF%20for%20resubmission%20track%20changes_20200331%5b1%5d.docx#_ftn11
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200326%20LV3%20PIF%20for%20resubmission%20track%20changes_20200331%5b1%5d.docx#_ftnref9
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200326%20LV3%20PIF%20for%20resubmission%20track%20changes_20200331%5b1%5d.docx#_ftn12
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200326%20LV3%20PIF%20for%20resubmission%20track%20changes_20200331%5b1%5d.docx#_ftn13
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200326%20LV3%20PIF%20for%20resubmission%20track%20changes_20200331%5b1%5d.docx#_ftnref9
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200326%20LV3%20PIF%20for%20resubmission%20track%20changes_20200331%5b1%5d.docx#_ftn14

5/7/2020 WhbgGefportal

unsustainable land management practices are not stopped, FAO estimates that approximately 2/3 of arable land could be lost to desertification in Africa by
2030, putting food security of people living in the area at risk and causing IoTsef in rainfed agriculture of US$12bn and up to US$17bn in irrigated lands
(losses that will have a direct impact on the income of the farmers affected)” . On the other hand, sustainably managed land has the potential to deliver up
to US$1,4 trillion in increased crop production, while enhancing carbon storage and increasing food and water security [15] .

3. Effects of climate change. While land degradation is a major contributor to global warming, extreme weather events brought by increased temperatures also
have a deep impact on soil structure, erosion levels, and nutrient availability (including carbon and organic matter), thus creating a vicious cycle which
exacerbates climate change and intensifies land degradation and desertification. Changing precipitation patterns alter growing seasons, contribute to
significant reductions in agricultural yields, reduced freshwater availability, and put biodiversity under further stress. Increased CO2 levels are expected to have
a direct impact on the nutritional profile of agriculture crops, while more frequent severe weather events have the potential to disrupt food chains, increasing
post-harvest losses and food waste in a context where already food waste accounts from 8% of the global GHG emissions[16]. According to the
Intergovernmental Panel on Climate Change (IPCC), even in a 1.5°C warming scenario, 178 million people will suffer from water scarcity and desertification by
2050[16] .

Barriers

1. Knowledge gaps to design and implement NBS addressing the complexity of natural systems, so solutions are resource-efficient and adapted to the
conditions of the local communities. Expertise in NBS remains in siloes, without much overlap between key stakeholders, and more specifically between the
scientific and financial sectors. Because of the relatively new nature of NBS, there is not a robust framework to evaluate the impacts and benefits brought by
NBS, to define suitable indicators to monitor progresses, or even to collect data. Further, the lack of a reliable economic evaluation of the changes in
ecosystem services brought by NBS (reliable and not uniquely based on avoided costs), is one of the key drivers for the shortage of investible projects.

2. Existing NBS initiatives still tend to take place at a relatively small scale, which results in relatively high transaction costs and struggle to attract and comply
with the requirements of potential investors. Besides, there is a need to develop reliable methods for scaling up existing projects accounting for how key
project features will behave at different scales (e.g. type and value of projected impacts or the cost of the intervention),

3. Insufficient long-term financial support for the implementation and maintenance of NBS initiatives (currently, NBS are planned rather than implemented, and
in the case of developing countries, they are conditional on the availability of financial support). Only around US$50bn of conservation finance is achieved
annually (i.e. approximately 1/6 of the funding needed worldwide according to the latest estimations), with 80% of the bulk figure coming from public and
philanthropic sources, and not from financial markets[17]. Some of the root causes associated to the lack of financial flows in support of NBS projects
include:

a.  Low availability of innovative blended finance mechanisms with a high share of the capital coming from the private sector, supporting a system that
stimulates and rewards sustainable land use, reduce risks for investors and kick-start market development.

b.  Perceived risk associated to NBS usually falls outside the appetite of institutional investors. Potential losses from extreme weather events and the lack
of available tools to cover financial obligations in adverse scenarios, low market track record, reliance on innovative, unproven business models, etc. drive up
the costs of investment, making less appealing for impact and mainstream investors alike. More risk-sharing and/or risk-reduction measures are demanded
by financial investors to grow their natural capital investments.

c.  Return expectations. NBS' returns tend to be long-term and lower than commercial returns, and thus require patient capital. Without clear and reliable
estimations of potential revenue streams, profit-seeking investors.
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d.  Existing financial models lack the flexibility to accommodate different stakeholders’ needs, such as the different exit strategies of corporate and
financial investors.

4. Insufficient social inclusion starting at project design to ensure inclusive outcomes (e.qg. inclusive wealth for future generations from fair and equitable
ecosystem management and increased access to more diverse ecosystems services).

1) the baseline scenario and any associated baseline projects,

A rising demand for voluntary carbon offsetting is expected in the years to come, as we witness a continuous flow of neutrality announcements (total or
partial) by many actors: Amazon net carbon neutral (2040), UK and France net zero (2050), European Union neutrality (2050), Repsol first oil major with
neutrality commitment (2050), tens of countries have announced their sourcing voluntary offsets, CORSIA (Carbon Offsetting and Reduction Scheme for
International Aviation) will be effective in early 2020s with needs in the tune of several 100m offsets per year. Recent trends do highlight a surge in the volume
of NBS within voluntary carbon offset transactions, with Forestry and Land Use offsets volume E%F REDD+, improved forest management, livestock methane
& grassland) increasing by 264% between 2016 and 2018 versus just 21% for other offset types™ . Moreover, 2018 witnessed forestry & land use transacted
volumes of 50.7 t CO2e far outpacing the 23.8 t CO2e of renewable energy offsets.

A summary of projects funded by LCF 1 and 2 is presented below as examples of baseline projects currently under implementation (or just about to go into

implementation — see Agroforestry project in Rwanda).

https://gefportal.worldbank.org

PROJECT NAME YEARS BUDGET DONOR(S) OBJECTIVES/BRIEF DESCRIPTION OF HO
(START-E (USS) W IT IS LINKED TO THIS GEF PROJECT
ND)
Mangrove in Sene | 2009 - 203 | Confidenti | Livelihoods Carbo | 10,000Ha of mangrove restoration on co
gal 5 al butinfor | nFund 1 mmunity-managed estuaries leading to re
mation ava constitution of fish stocks (+4,200 t/year),
ilable upon reduction in salinity in rice paddies and th
request e sequestration of 0.8 million t of CO2e ov
er its lifetime.
Agroforestry inInd | 2011 -203 | Confidenti | Livelihoods Carbo | Plantation of 3 million coffee and 3 millio
ia 5 al butinfor | nFund 1 n fruits trees (18 diverse species) by tribal
mation ava Adivasi community in India. Their coffee i
ilable upon s today branded “Araku Coffee” and is ma
request rketed and sold worldwide as premium qu
ality coffee. The project is expected to se
questrate 1.2 million t of CO2e over its life
time.
Mangrove in India | 2011 -203 | Confidenti | Livelihoods Carbo | The project restores 4,500 hectares of ma
5 al but infor | n Fund 1 ngrove with farmer communities in the Su
mation ava ndarbans of West Bengal. As home to a si
H PN 2 D At mAavtianm Af AnA AfdlA A IlA'A lAv~
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est contiguous block of mangrove forests,
the portion under natural vegetation in Ind
ian Sundarbans Delta holds a prominent g
lobal place and a part of it has been desig
nated as UNESCO World Heritage site in 1
987 in recognition of its high biodiversity
as well as the occurrence of endangered
and highly threatened species, including t
he only population of tigers found in a coa
stal mangrove habitat. The activities in th
e whole project cluster promote on-site bi
odiversity through introduction of multi- s
pecies planting models. Eight mangrove s
pecies are selected for the project includi
ng Sonneratia apetala, a threatened speci
es requiring immediate conservation mea
sure. Offsite biodiversity benefits are also
positive and include increased natural reg
eneration of mangrove species (especiall
y seed dispersal by currents of Avicenni
a).

- A social business, Badabon Farmers Pro
ducer Company Limited (BFPCL), operatin
g under the brand Badabon Harvest, has b
rought farmers’ fresh produce from the Su
ndarbans to the market in Kolkata, and is
embarking on a journey towards a transiti
on to autonomy in the entire operations wi
th the support of a Kolkata based busines
s developer to set the sourcing and sales
mechanisms. Web Application for online
orders of fresh fruits & vegetables — the w
ebsite https://badabonharvest.bio/ has g
one live and the supply of orders received
has been initiated with a coverage of hom
e delivery across 22 pin codes and 3 drop
points in Kolkata.

- BFPCL received its first loan financing fr

PRSI (SRR N SRS PR N R S £ S
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of vehicle loan (for home deliveries) to su
pport its operations of Rs. 412000 (USS5,
699), a remarkable breakthrough as the lo
cal banks are now willing to finance its cr
edit needs.

- The project is expected to sequestrate 0.
7 million t CO2e over its lifetime.

Mangrove in Indon
esia

2012 -203
5

Confidenti
al but infor
mation ava
ilable upon
request

Livelihoods Carbo
n Fund 1

The restoration of 5,000Ha of mangrove i
n Tsunami-hit North Sumatra and Aceh re
gion. The 18 million trees planted in a “silv
ofishery” approach combine mangrove re
storation with aquaculture, thus enabling t
he rehabilitation of fishponds by creating
a natural habitat for various species such
as fish, shrimp and crabs.

The restoration of the mangrove provides
multiple income opportunities such as the
sale of soft-shell crab, natural dye extracti
on from mangrove tree for batik productio
n and eco-tourism. Moreover, empirical an
d field -based studies have shown that 30
trees per 100 square meters may reduce t
he maximum flow of a tsunami by more t
han 90 percent.[19] The project is expecte
d to sequestrate 2.2 million t of CO2e over
its lifetime.

Agroforestry in Gu
atemala

https://gefportal.worldbank.org

2014 -203
5

Confidenti
al but infor
mation ava
ilable upon
request

Livelihoods Carbo
n Fund 1

The Cerro San Gil is the region’s largest a
nd most bio-diverse tropical rainforest in
Caribbean Guatemala. Approximately 60%
of lowland tropical forest was destroyed d
uring the seventies and eighties for cattle
ranching and agriculture and today, appro
ximately 39% of original forest cover rema
ins (National Forests Institute (INAB), For
est Cover in Guatemala 2004). The project
promotes several sustainable agro-forestr
y production systems which will deliver pr
oducts and income in a phased timeline w
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ill ensure both the active interest from lo
cal farmers, the sustainable delivery of
benefits, and an accelerated scaling-up of
efforts across the region.
The project has been designed in order to
ensure a high level of support and endors
ement from communities, based on a stra
tegic combination of agroforestry system
s that will provide support in food securit
y, income generation and ecological resto
ration across the region. In this regard, ca
sh crops such as rubber, black pepper, frui
ts, cardamom and coffee —which are high
ly sought by communities-are being offere
d as an incentive for the simultaneous ad
option and support to forest restoration a
nd native species reforestation. All syste
ms will incorporate maize and beans prod
uction during the first three to four years; f
rom that point on, new products will st
art being harvested sequentially: black
pepper, cardamom and coffee (starting
in years 4-6 ); fruits and firewood from
thinning (starting in years 5-7 vyear
s); Rubber (starting in years 6-7); and tim
ber (years 12-15; and years 20-23).
The project is expected to sequestrate 0.6
million tCO2e over its lifetime.

Agroforestry in Ke
nya

https://gefportal.worldbank.org

2016 -202
6

Confidenti
al but infor
mation ava
ilable upon
request

Livelihoods Carbo
n Fund 1

The projects will work with 30,000 farmer
s, 15,000 of which are dairy farmers to inc
rease their crop yields by 30% thanks to th
e dissemination of sustainable agricultura
| practices and improve their dairy product
ion. At project launch, most of the farmer
s in the project area produce an average o
f 31 of milk per day, with an even lower lev
el during the dry period in Kenya. The low
productivity is due to inadequate access t
o nutritious feed, water and low producing
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breeds. The project aims at increasing pro
ductivity to 6 - 9 liters per day per cow. Thi
s is possible as farmers will produce fodd
er crops on farm to feed the cows all year-
round while introducing improved breeds t
hrough high quality artificial insemination.
Moreover, a local milk distributor, Brooksi
de Dairy, has committed to buying all milk
produced within the project over a period
of 10 years.
The project also provides supportto 15 ¢
ooperatives strengthened to become prof
essional hubs for business and social em
powerment with increased women partici
pation. The project also includes a gender
component thanks to gradual implementa
tion of the Household Road Map to promo
te joint decision-making at the household
level.
The project is expected to avoid 1 million
t CO2e over its lifetime.

AgroforestryinInd | 2019 - 204 | Confidenti

ia 2 al but infor
mation ava
ilable upon
request

https://gefportal.worldbank.org

Livelihoods Carbo
n Fund 2

The project will enable the Adivasis to rec
onnect with their ancestral heritage as a f
orest-dwelling community by investing in t
ree planting as well as in field crops: 18,0
00Ha spanning across 5 plantation syste
ms which include: pulses & millets for foo
d and nutrition, fodder for the animals, cof
fee on the hill slopes, woodlots for fuelwo
od, and upland reforestation on barren hill
s. The Sustainable Agricultural & Land Ma
nagement (SALM), a set of agronomic pra
ctices is an integral component of the proj
ect and is promoted across all the 5 syste
ms to improve soil organic carbon, soil fer
tility and soil moisture retention while pre
venting soil-degradation.

Self-organized in village-based committee
s, Gram Sabha, recognized under Indian st
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ate laws, farmers will take the lead to mo
bilize and manage their community towar
ds a collective sustainable management o
f natural resources.

By combining SALM practices and tree pl
antation activities, the project is expected
sequester/avoid about 2.3 million t CO2e
over its lifetime.

Mangrove in Indon
esia

2019-204
2

Confidenti
al but infor
mation ava
ilable upon
request

Livelihoods Carbo
n Fund 2

The project will restore 5,500Ha of mangr
ove with around 90% of the restoration ac
tivities taking place across 1,000 disaffect
ed fishponds. The pond-based mangrove
plantation is thus designed to provide the
feed and habitat for sustainable income-g
enerating silvo-fishery activities.

All along the coast of Aceh & North Suma
tra, there were many lands that were open
ed to convert into shrimp ponds, intensive
aquaculture. Most of these opened lands
were undertaken in mangrove areas leadi
ng a large-scale deforestation of mangrov
e forests. Though the initial production in
these farm ponds were high, the repeated
production losses led to these being aban
doned. The silvo-fishery model is an atte
mpt to restore the environmental conditio
ns for fisheries habitat within the pond sit
e and the surrounding area, and to re-esta
blish a productive mangrove This option i
s heavily influenced by the causes of failu
re of the pond operations and the conditio
ns which remain in the pond after disuse.
The project is expected to generate 2.5 mi
llion t CO2e over its lifetime.

Agroforestry in Rw
anda

https://gefportal.worldbank.org

2020 - 204
2

Confidenti
al but infor
mation ava
ilable upon
request

Livelihoods Carbo
n Fund 2

The project will plant 3.7 million agrofores
try, fruit & woodlot trees and promote sust
ainable agricultural practices across 27,0
00 smallholder farmers’ agricultural land i
n Rwanda to improve farmers'’ livelihoods
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and mitigate the impact of degraded ecos
ystems on soil.

The project is expected to generate 2.2 mi
llion tons of t CO2e over its lifetime.

2) the proposed alternative scenario with a brief description of expected outcomes and components of the project;

Project Objective: The Livelihoods Carbon Fund 3 (LCF3) will build an innovative and replicable investment-model that will invest in community-based
solutions to restore natural ecosystems, and establish agroforestry and regenerative agriculture systems in developing countries that will ultimately reduce
GHG emissions, increase carbon sequestration, generate certified carbon offsets to climate-responsible corporates and contribute towards SDGs while
delivering a steady and positive financial return to financial investors.

Rooted in the commitment made by private sector pioneers in the context of the COP21 and the SDGs to reduce scope 1-2-3 emissions and offset part or
whole of their remaining GHG emissions, the LCF initiative was born under the conviction that NBS are an essential component of the overall global effort to
achieve the goals of the Paris Agreement on climate change: LCF dynamic is driven by the convergence of global concerns for corporate responsibility, action
against climate change, environmental protection and the need to empower the poorest rural communities so as to enable them to adapt and mitigate the
impacts of climate change on their livelihoods.

[20]

LCF was initiated by Danone in 2011 and subsequently joined by 11 additional equity investors, both corporate and financial institutions™ . The initiative was
originally driven by its investors' strategy to (a) control their carbon offset supply, (b) make sure they comply with the highest standards and (c) share
resources and risks among them:

i.  LCF was created as an investment vehicle that invests directly into carbon projects through carefully selected project developers, instead of buying
already issued carbon offsets from third parties. The Fund's advisor, Livelihoods Venture (LV) co-designs projects with a local developer, the costs of which
will be covered in exchange for high quality, tailor-made carbon offsets at production cost. Investment decisions are based on the same principles as
industrial companies apply in their operations: cost efficiency, results-focus and hands-on management.

ii.  LCF certifies its carbon offsets under the most trusted and demanding voluntary carbon offset standards (Gold Standard, Verra), but also embeds
positive social and environmental impact into its core targets as stipulated in the Livelihoods Charter[21].

iii.  LCF investors diversify their sourcing of carbon offsets across a large portfolio of nature-based carbon projects in order to reduce and mutualize their
investment risks. As a return on investment, each investor gets its share in each project's proceeds that correspond to its equity stake in the Fund, thus
enabling a mutualization of offsets.

FIGURE 2: LCF1 & LCF2’S INVESTMENT MODEL
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Certified carbon offsets at fund's production cost
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LCF1, sized c. US$43, is today fully invested with a portfolio of projects in monitoring phase and expected to generate ¢.10m certified carbon offsets, which is
24% above initial Business Plan (BP) expectations. Launched end 2017, LCF2, sized US$70m, has, within its first investment year, reached 50% of its targeted
carbon output and is on its way to significantly outperform its initial BP expectations by at least 20%. LCF1 & LCF2's key features are summarized in Figure 3

below.

FIGURE 3: LCF1 & LCF2 KEY FIGURES TO DATE

119M

US dollars to be invested W
US584 million already invested MWH‘

or committed

170M

trees to be planted
130 million already planted

ZSOK 13 GUIMATE

ACTHON

with efficient cookstoves
120,000 already equipped

https://gefportal.worldbank.org

GENDER 3,5M

EQUALITY

households to be equipped
é -I'

people to be impacted
1,5 million already impacted

24M

tons of GHG to be avoided or
stored in natural & agricultural
ecosystems

20 million already scheduled

29/98



5/7/2020 WhbgGefportal

LCF has so far developed an investment expertise in carbon sequestration and avoidance across three carbon generating clusters’:

FIGURE 4: LCF’S CURRENT MAIN AREAS OF INVESTMENT

VMBNGROVES '\ .  FORESTSA!
& COASTALHABITATS { | AGROFORESTRY

0% of carbon in oceans’ sediments 5% of all greenheuse gas emissions
sequestered by coastal habitats result from deforestation

ENERGY

‘ Over 50% of all wood harvested
worldwide is used as fuel

Livelihoods Carbon Fund 3: A scalable investment model to meet corporate & financial investors’ appetite for nature-based investments

With a robust operational track-record and within a generalized context of rising appetite for investment in a new asset class with a clear and measured
climate impact, the ambition is to scale-up our impact through the creation of a third carbon fund - Livelihoods Carbon Fund 3 (LCF3) - as a separate
investment vehicle, with the participation of private and public investors. New investors will have the possibility to opt for an investment model allowing a
monetized return through a guaranteed carbon offset purchasing mechanism by corporate investors.

LCF3 will build on previous LCF1 & LCF2 unique investment models by:

- Enabling investors progress toward carbon neutrality, diversify their sourcing of carbon offsets across a large portfolio of nature-based carbon projects in
order to reduce and mutualize their investment risks;

https://gefportal.worldbank.org 30/98
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- securing corporate investors ability to directly source, on an annual basis, in-kind carbon offsets certified under rigorous international carbon accounting
standards and at LCF3’s production cost;

- introducing a cash-based dividend distribution mechanism to allow financial investors tap into monetized returns on their carbon investments;

- enabling financial investors to securely tap into negotiated carbon markets’ returns by entering firm and long-term carbon offset purchasing agreements
with one or more carbon offset buyer(s), including LCF3 corporate investors, to monetize financial investors’ carbon dividends from LCF3; and

- delivering additional social, economic and environmental impact to rural communities.

LCF3 investments will be entirely new and separated projects from previous LCF portfolio of projects; this constitutes an opportunity to LCF3 investors to tap
into de-risked carbon projects to further scale up NBS initiatives. The vast majority of LCF1 & LCF2 investments to date have targeted countries in Africa and
Asia, including LDCs (See Figure 6:LCF1 and LCF2 Project Portfolio and Pipeline Map). LCF3 is expected to follow a similar diversification strategy. However,
the Livelihoods Carbon funds also seek to maximize their impact on biodiversity restoration and protection, and therefore some of LCF3 investments might be
directed to LAC countries, such as Colombia, given their high biodiversity potential. LCF3 will continue to allocate its investments globally, both in new and old
geographies, following the fund diversification strategy. In general terms, LCF3 will seek to:

i) Capitalize on the Livelihoods Carbon Fund existing portfolio of projects

LCF1 and eventually LCF2 portfolio of investment projects present further opportunities for separate project scale-ups in the same geographies (these
projects are located within a different project perimeter but within the same country or federal state) and with the same project developers. These are projects
are nonetheless entirely separated, in terms of assets and liabilities, from previous LCF portfolio carbon projects. This constitutes therefore an opportunity for
investors to tap into a pool of de-risked of carbon projects and scale-up proven investment models. In fact, LCF2 has already invested in 2018 in new large-
scale projects, each expected to generate at least 2m carbon offsets. By tapping in LCF1’s scaling-up potential, LCF2 has reached 43% of its carbon
generation output target within its first year of investment. In practice, there are limitations to this investment strategy on a fund-basis driven by the capacity
for scale-ups of existing projects. For example, this investment strategy effectively represents only 25% of the investment capacity of LCF2 with the remaining
portfolio reflecting carbon projects with new project developers. Naturally, not all projects present such scaling-up opportunities as they may be constrained
by a diverse range of factors, such as the saturation of hectares of mangrove available for restoration within the same geography, the lack of appetite by
project developer, etc.

i) Replicate current LCF models in other geographies

Based on the knowledge that has been accumulated by LCF on the 3 clusters, LCF3 will also explore opportunities to invest in the same clusters with the same
models but in other geographies and with other project developers. In fact, in its second investment year, LCF2 structured an agroforestry project in Rwanda
with a Sustainable Agricultural and Land Management (SALM) component drawing from LCF1’s portfolio project expertise and an agroforestry project in India
linked with a strong silk value chain.

iii) Invest in new clusters

LCF3 will also continuously explore new clusters combining high potential for carbon sequestration/reduction and social/environmental value creation. LV's
Technical & Innovation team is already analyzing new investment clusters in order to achieve LCF3's targets, as well as processes to optimize the carbon
impact on current models. These new clusters may include for example Reduced Emissions from Deforestation and Forest Degradation (REDD+) projects,
distribution of biodigesters coupled with a SALM component or blue carbon. In principle, when investigating new clusters, LV seeks projects which combine 3
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main criteria: i) the conservation / restoration of natural ecosystem; ii) the generation of positive impacts for local communities which are directly engaged
into project activities; and iii) the generation of carbon offsets in line with fund economics. As such, for example, we don’t expect LCF3 to finance renewable
energy projects as they would have a limited impact on engaging local project communities over the long-term.

LCF3 aims for a first financial closing end of 2020. Below is a diagram illustrating this new investment model for LCF3.

FIGURE 5: LCF3 INVESTMENT MODEL
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Project outcomes

LCF3 will build an innovative and replicable investment-model to support community-based solutions to restore natural ecosystems, and establish
agroforestry, facilitate access to rural energy and regenerative agriculture models in developing countries that will ultimately increase carbon sequestration,
reduce GHG emissions, generate certified carbon offsets to climate-responsible corporates, and contribute towards SDGs while delivering a steady and
positive financial return to financial investors. Expected outcomes associated to the launch and implementation of LCF3 are summarized below:

Outcome 1.1: Launch of an innovative climate-finance investment vehicle (Livelihoods Carbon Fund 3) supported by financial and corporate investors.

LCF3 is a transformative blended finance vehicle supported by public and private financial investors and corporations to identify, develop, and implement
sustainable, community-based, and long-term initiatives rooted in NBS and tackling key climate adaptation and mitigation challenges, while delivering on
SDGs.

LCF3 builds up on 10 years of experience and a unique investment model that will: 1) support corporate investors in their pursue towards carbon neutrality
through risk mutualization & risk sharing mechanisms; 2) enable direct annual sourcing of in-kind carbon offsets certified under rigorous international carbon
accounting standards at production costs; 3) incorporate cash-based dividend distribution mechanisms for financial investors to tap into monetized returns
through negotiated carbon markets’ returns by entering firm and long-term carbon offset purchasing agreements with one or more carbon offset buyer(s); and
4) deliver additional social, economic and environmental impact to rural communities.
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With the objective to raise US$109m in equity commitments (of which at least US$76m will be raised by end of 2020), LCF3 will be mostly supported by
private capital, with min. 25%* of the fund equity coming from the financial sector (both, private and public) and 75% from private corporates. Under this
structure, LCF3 will be instrumental to attract larger flows of private investment into new asset classes (soil fertility, biodiversity, land use, etc.) to finance the
transition toward a low-emission climate-resilient society, and to drive investments from mainstream financial institutions and private corporations into areas
they have hesitated to invest in. Further, LCF3 will demonstrate that climate investment can scale-up and be replicated, and thus help accelerate climate
finance.

Outcome 1.2: Increase in the area of restored and conserved natural ecosystems and avoided deforestation due to investments of the LCF3 fund over a time
span of at least 20 years.

Ecosystem degradation is a disruptive force contributing to climate change and poverty, while increasing the risk of natural disaster occurrence and reducing
the reserves of natural capital assets. The pressure of human activity on fragile ecosystems is ever amplifying land degradation and soil erosion,
deforestation, and loss of biodiversity. While the “green revolution®, during the 70s-80s, had sharply increased the agricultural productivity for some regions of
the South through the massive use of chemical fertilizers and pesticides, the more generalized or widespread application of its practices could not be
implemented without further aggravating the ecological crisis.

LCF3 acts primarily on the restoration and conservation of ecosystems upon which the food security of communities, the welfare or surrounding populations
and cities, and the sustainable economic activity of industries are based. LCF3 initiatives will be based on, but not limited to, the following:

Agro-forestry systems, such as wetland mangrove forests, mixed forests combining forestry with agriculture crop production under a forest cover, integrated
or sustainable forest management, cultivation of export crops (e.g. coffee, cocoa, etc.) and food crops, etc. These systems allow for the reconstitution of
organic matter and biodiversity which is necessary for the development of agricultural crops and fish resources.

Livestock farming_or production models that promote the regeneration of degraded soils, pastures and cultivated fields, having lost their carbon content and
soil fertility. Various agronomic protocols such as restoration or deferred grazing, crop cultivation under vegetation cover, plough-less tillage, etc., allow soil to
regain their fertility and water resources to be protected.

Sustainable energy technologies!. In developing countries, access to energy (heating and lighting) is a significant expenditure item, a heavy cost in terms of
time and a major cause of deforestation. Improved and efficient cookstoves and other alternatives adapted to small farms (e.g. based on biomass production)
that are currently available and contribute to environmental protection will be supported by LCF3 investments.

Projects under the third Livelihoods Carbon Fund will restore and conserve 88,400 Ha of degraded land through the promotion of sustainable land
management on agricultural lands (48,960 Ha), landscapes in production systems (12,240Ha), avoided deforestation (10,700 Ha), and wetland restoration
(16,500 Ha). These activities will in turn help to prevent the release of at least 20 million tCO2eq into the atmosphere, through a mix of avoided GHG emissions
or increased C sequestration in biomass, soil, and sediments (out of the 20 million tCO2eq, 13.8 million tCO2eq are expected to come from forestry,
agroforestry, and mangrove restoration activities. The remaining 6.2 million tCO2eq will be generated through rural energy initiatives, not supported by GEF).

Outcome 1.3: Men and women increase income as a direct result of participating in and benefiting from the portfolio of projects financed by LCF3.

Of the 1.2 billion people who suffer from malnutrition, nearly 80% are farmers, small breeders and fishermen who are poor and whose resources are directly
linked to the ecosystems within which these communities reside. These poor producers provide the bulk of the world’s food supplies accounting for 1.5 billion
small farmers and operators whose future condition will be a determining factor in the struggle for food security, poverty reduction and the migration of rural
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populations towards cities in the South and North. Access to local and regional markets is presently a major economic challenge for rural production output. It
is also an opportunity if producers are able to better organize themselves so as to ensure their own food security and enhance their production capabilities by
feeding rapidly growing urban populations.

LCF3 projects include actions to help small producers to achieve greater economic autonomy by employing appropriate agronomic and land management
practices and access to technologies that ensure greater productivity and enhance the value of their products.

LCF3 will seek to maximize the number of people benefitting from its investments and place social impacts derived from its initiatives at the heart of any
initiative in both, project design and implementation. LCF3 will directly reach at least 475,500 people (and over 1.5 million if we include indirect beneficiaries)
and ensure that project resources (i.e. training, knowledge, etc.) are available to min. 60% of the project households to enable families to move from a position
of insecurity in terms of income, nutrition, resilience, etc. towards an improved situation where they can meet their basic livelihood requirements.

Through LCF3 initiatives, at least 100,000 smallholder farmers will receive training on sustainable land management practices, 70% of whom will have access
to a sourcing agreement with one or several commercial entities. Further, 650 collective organizations will receive support form LCF3, with no less than
100,000 new members coming from our initiatives.

Finally, special attention is paid to the condition and status of women and young girls, and consequently LCF3 investments will seek to increase women's
participation at all levels of the project, and especially increase their visibility and involvement in the decision-making process. LCF3 activities will directly
reach 316,500 women and aim to have at least a 50—50 parity representation across the project governance bodies.

4) alignment with GEF focal areas and/or Impact Program strategies.

Land Degradation Focal Area

LCF3 targets Objective 1 of the Land Degradation focal area (“Support on the ground implementation of SLM to achieve LDN") across its three sub-objectives
(D1-1: Dryland sustainable landscapes, D1-2: Diversified agro-ecological food production systems, and D1-3: Integrated landscape management and
restoration) by harnessing investment and knowhow to 1) promote the integrated and sustainable land management and restoration of degraded production
systems and forests with a landscape approach; and 2) diversify crop and livestock systems, thus employing 3 of the 6 delivery mechanisms of the LD
strategy.

LCF3 supports the design and implementation of holistic and integrated solutions that endorse transformational change and maximize environmental benefits
globally, while tackling key dimensions of land degradation, such as poverty, climate change, or biodiversity. As such, LCF3’s investments will be an entry point
for:

- Sustained management and use of food & agricultural resources through regenerative agriculture. LCF3 promotes practices that restore and maintain key
functions of agro-ecological systems, enriching soils, increasing vegetation and tree coverage, improving agricultural yields or diversifying agricultural
production, moving away from the reliance in monocultures, the overexploitation of natural resources, and the overuse of chemical fertilizers and pesticides.
By promoting the transformation of degraded agricultural lands and landscapes into sustainable production systems for food and commodities through
investments in smallholder agriculture, LCF3 helps to bride the financial gap for smallholder farmers, while effectively contributing to food security, food
sovereignty, and nutrition of rural households and communities.
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- Restoration and conservation of endangered terrestrial and marine natural resources, through sustainable ecosystem use and management. LCF3 initiatives
help to build resilient and productive ecosystems, delivering enhanced services and bringing back the socioeconomic benefits of the ecosystems to local
populations, while increasing their resilience to adverse climate change events, promoting fair/equitable development, and reconciling biodiversity use with
economic growth.

- Placing local communities as key actors in the management and conservation of local natural ecosystems/capital, through models that integrate the
biophysical features of the ecosystem with people’s wellbeing, their economic and sociocultural needs and values. Further, LCF3 activities will enhance the
conditions of rural women by improving their access to technical assistance, services and business opportunities, and by empowering them to take decisions
and being better represented in decision-making bodies (LCF3 will directly reach 316,500 women, and promote a 50—50 parity representation across the
project governance bodies).

LCF3 investments target those communities that are most severely affected by land degradation through the scale-up of long-term NBS across the Agriculture,
Forestry and Land Use (AFOLU)_sector. Further, LCF3 facilitates the engagement between local communities and the private sector (at least 70,000
beneficiaries will have access to a sourcing agreement with one or several commercial entities), and supports a min. of 650 collective organizations to take
joint action to tackle negative environmental externalities and improve their livelihoods.

Overall, the fund initiatives will help improve the living conditions of 475,500 direct beneficiaries and their families (reaching a min. of 1.5 million people), help
protect / restore 48,960 Ha of degraded agricultural land, place 12,240 Ha of landscapes in production systems under sustainable land management, and
avoid further deforestation across 10,700 Ha of High Conservation Value Forest.

LCF3 will ensure the geographic distribution of its investments across Africa, Asia and Latin America following the diversification strategy described in point 3
above (“The proposed alternative scenario with a brief description of expected outcomes and components of the project”), and ensuring that GEF’s funding
will not be in any case deployed only in Latin America.

Biodiversity Focal Area

LCF3 will address objective 1 of the Biodiversity Focal Area (BD — 1 — 1: Mainstream biodiversity across sectors as well as landscapes and seascapes through
biodiversity mainstreaming in priority sectors). Even if it is not possible to define specific targets on biodiversity mainstreaming ex-ante (i.e. prior to the
development of LCF3 project pipeline) as the specific location of project activities is unknown (yet key to describe the impacts on biodiversity), LCF3 will use
the following criteria for selecting projects during the implementation phase:

- Project site selection for the BD Focal Area: LCF3 investments will target globally recognized areas of high biodiversity importance such as Key
Biodiversity Areas (KBAs) and protected areas. In addition, other locations could be considered for mainstreaming purposes, such as biodiversity corridors,
protected areas, buffer zones, key watersheds for Ramsar sites etc. Depending on the site selection, a focus on global important species or natural habitat will
be defined (baseline + target). Based on earlier phases of LCF and current opportunities, coastal and marine areas, wetlands, including mangroves will be
especially targeted.

- Biodiversity Governance: LCF3 will support a fair and equitable governance of biodiversity, promoting local ownership and avoiding "empty" forests,
focusing on changes that will have direct impact on threatened biodiversity, and working closely with beneficiaries at large scale to substantially change
biodiversity outcomes.

In addition, LCF3 will consider an additional set of secondary criteria, such as global carbon storage and empowerment of Indigenous People and Local
Communities.
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An illustrative example on how LCF3 will support biodiversity mainstreaming is through its investments in mangrove restoration and conservation activities.

Mangroves ecosystems are important for biodiversity conservation: with a total of 110 mangrove species recognized (including true and associated species)
and because they occupy intertidal zones, mangroves provide a unique habitat for the fauna and flora of both, aquatic and terrestrial species. Consequently,
mangroves are essential for the conservation of biological diversity (incl. endangered mammals, reptiles, amphibians and birds), the provision of habitat,
spawning grounds and nutrients for a variety of fish and shellfish, or the protection of coral reefs and sea-grass beds[22]. Further, mangroves provide goods
and services which are critical to the livelihoods, well-being and security of coastal communities. They are carbon-rich environments: despite representing only
0.7% of tropical forests, mangroves carbon stock is ~6.5bn tons (1) (i.e. 57% of blue carbon stocks)[23]. Over 100m people live within 10km of mangrove
forests and depend on them for their livelihoods[24]. However, mangroves are endangered ecosystems (340,000—-980,000Ha are destroyed annually)[25].

Mangrove restoration and conservation activities are expected to be part of LCF3 investments, and therefore to bring multiple benefits for biodiversity
conservation, habitats and species protection. At current state, and based on LCF2 & LCF2 investment track record, Livelihoods estimates that LCF3 initiatives
will restore and protect a min. of 16,500Ha of mangrove ecosystems.

Similarly, the NBS initiatives supported by LCF3 across forestry and agroforestry sectors will bring important biodiversity benefits: through LCF3 activities local
communities will move towards more sustainable biodiversity management practices throughout agricultural lands, forests, and production landscapes,
harnessing biodiversity for sustainable agriculture and avoiding biodiversity loss due to land degradation, overexploitation or unsustainable use of land, etc.

In addition, LCF3 will support the transition towards a low-emission, climate-resilient society by saving the release of at least 20 million tCO2-eq emissions
into the atmosphere through GHG avoidance mechanisms or increased carbon sequestration in biomass, soil, and sediments.

LCF3's innovation is based on a business model that brings together corporates and financial investors to invest in NBS initiatives at scale for the first time.
Even if recent studies show a readiness to scale up climate investments, the market is still at early stages of development. While financial institutions in the
private sector can move quickly where attractive returns are clear, its activities in innovative markets, such as the NBS market, are generally hampered by
market and opportunity costs, and new & unfamiliar risks.

It is in this context where the support of public financial institutions such as the GEF, is one the main forms of backing for climate-related projects with longer
payback periods, high upfront capital costs and market uncertainties to leverage private sector financing. GEF equity participation in LCF3 will help de-risk
LCF3 investments and showcase an attractive risk-return profile to private financial institutions, making NBS investments more amenable to profit-driven
investors, encouraging them to provide financing and kickstart climate finance in NBS. Consequently, GEF support will help move the private financial sector
along the learning curve, bridging the initial phase of uncertainty to achieve commercial maturity of the market, and thus endorse the exploration and
investment in NBS at scale to maximize global environment benefits and reduce transaction costs. With the support of the GEF, LCF3 will constitute a success
business case for the creation of subsequent funds where public financial support will no longer be needed.

5) incremental/additional cost reasoning and expected contributions from the baseline, the GEFTF, LDCF, SCCF, and co-financing;

As the IPCC has highlighted in its 2018 and 2019 report, a fivefold increase in climate action commitments is needed to put the earth on a 1.5°C trajectory.
This climate action must not only include a faster transition towards clean energy sources, but also the adoption of land-use change mitigation methods as
the Agriculture, Forestry and Land Use (AFOLU) sector accounted for ¢.23% of total net anthropogenic emissions of GHGs during 2007-2016[26]. Failure to do
so would exacerbate the extreme weather events already witnessed, and more so for the world’s poorest with limited climate adaptation resources. With less
than 1% of climate finance allocated today towards Nature-Based Solutions|[27], it is critical to unlock sizeable, long-term and stable sources of financing
towards this emerging sector by tapping into private financial capital, just as the renewable energy sector has succeeded in doing.
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While private corporations are increasingly engaged in driving climate action by transforming their business models and through strong investments to offset
their remaining emissions in support to their commitments towards carbon neutrality (LCF1 & LCF2 have been solely supported by the equity commitments
from private corporations), private financial institutions (especially mainstream financial entities, but also impact investors)_are still reluctant to invest in
climate-related endeavors due to the combination of both, real and perceived risks linked to climate investments, the opportunity costs inherent to a new
market, longer payback periods, and a lack of clear evidence on financial returns moving beyond demonstration projects.

It is within this context that LCF3's overall aim is to showcase Nature-Based Solutions as a new investable asset class able to i) deliver an attractive risk-return
profile to financial investors; ii) anchor subnational actors’ role in accelerating their carbon compensation commitments to combat climate change by
sourcing “Nature-Based carbon offsets”; and iii) invest in climate adaptation solutions and generate a tangible socio-economic and environmental impact for
vulnerable communities most exposed to the effects of climate change.

To achieve this aim, LCF3 requires additional funding from the financial sector to mobilize up-front equity and help decrease risk exposure to meet the
financial gap for NBS. As a public development financial institution committed to combating climate change, the funds from the GEF will be instrumental
materialize an innovative investment model to explore and invest in NBS at scale. GEF early stage equity share (making up for 12% of the equity commitments
in LCF3) will play a decisive role in removing barriers to private climate finance, reduce the perceived risk, anchor and leverage larger pledges for climate
related investment from private financial institutions. GEF funding will contribute to making a strong case for the financial feasibility and merits of allocating
mainstream financial capital towards NBS, as they can demonstrate a strong track-record of providing an attractive risk-return profile whilst also delivering
positive and long-term socio-economic and environmental impacts for rural communities.

GEF’s support coupled with DFC — USAID’s risk mitigation instrument (a pari passu partial credit guarantee to cover qualified project defaults for private
financial investors — Livelihoods and DFC are in due diligence. The constitution of “default” is currently under negotiation), the commitments form large
corporates (making up for 75% of the fund equity capital), and a secured market for class B shareholders reached through long-term offset sale agreement
with one or more buyer(s) among LCF3 corporate investors or others, will create an enabling environment to prove that climate investments can be financially
profitable and therefore, have clear commercial and financial objectives. By participating in LCF3, the GEF can make the case for a successful large-scale
public-private partnership within the impact investing space, as opposed to the more classical PPPs. Thanks to a balanced risk-allocation, this PPP will
amplify both public & private parties' positive impact on environmental topics and climate change.

6 global environmental benefits (GEFTF) and/or adaptation benefits (LDCF/SCCF).

The Livelihoods Carbon Funds are committed to investing in projects generating a net positive economic, social and environmental impact. By helping local
communities in restoring and protecting their ecosystems, thereby securing their livelihoods, they can contribute to their empowerment and adaptation to
climate change.

The global environmental benefits expected to be generated by LCF3 can be categorized as follows:

A. Showcasing the feasibility of an accelerated deployment of natural capital investments with social, environmental, and financial returns by launching an
innovative climate-finance investment vehicle (LCF3) supported by financial and corporate investors.

There is a growing awareness of the multiple benefits NBS provide in terms of climate change mitigation, biodiversity restoration & conservation, and
improvement of the livelihoods of people. This trend will be further amplified by the discussions on biodiversity and the role of green infrastructure expected
from the COP 15 of the CBD that will be held in China at the end of 2020.
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The picture is stark when looking at the financing of these NBS. It is estimated that less than 3% of public financing goes to NBS and only 3% of the 2,000
companies reporting incorporating natural ecosystems as part of their climate change adaptation strategy[28]. On the other hand, we have accelerating
commitments from corporates, the latest of which 177 private corporates pledging to set ambitious emissions reduction targets by aligning with the 1.5°C
above pre-industrial levels climate target and committing to reach net-zero emissions by 2050 at most[29].

It is within this dynamic context that LCF3 aims to catalyze the financial and political will of private corporates and financial investors, both public and private,
into an investment vehicle dedicated to investing into NBS. Corporate investors are expected to provide ~75% of the equity capital towards a US$109m-sized
carbon fund over 24 years, with financial investors committing to min. 25%* of the capital with an investment horizon spanning across at least 10 years.
LCF3's unique investment model will capitalize on financial investors’ appetite for sustainable investments, especially for financing climate action at scale, and
corporates’ accelerating commitments towards carbon neutrality.

While some corporate investors are committed to allocating funds to combat climate change in line with their own corporate needs & engagements, their
primary purpose is not to commit long-term equity to source carbon offsets. As such, the commitment of financial investors to develop the carbon offset
market growth would contribute to the maturity of the market, notably by drawing-in other potential financial actors such as pension funds, insurance
companies, etc. In this mature market, corporate investors would act as long-term clients to source high-quality carbon offsets to meet their climate
engagements.

This investment model will build a strong case for the financial attractiveness of investments in NBS and help unlock much needed financial capital from the
private financial sector to further amplify corporate commitments by enabling new corporate investors to join nature-based investment funds via the
mechanism of carbon offset purchasing.

B. Increase of the area of restored and conserved natural ecosystems and avoid deforestation by at least 83,000Ha, due to investments of the LCF3 fund
over a time span of at least 20 years.

LCF3's portfolio of projects is expected to include a mix of 1) carbon avoidance from avoided deforestation initiatives (10,700Ha) including amongst others,
rural energy, REDD+, or methane avoidance projects; and 2) carbon sequestration projects from mangrove & coastal habitat (16,500Ha), agroforestry and
sustainable agriculture (60,000Ha in total composed of 48,960Ha of agricultural land and 12,240Ha of landscapes in production systems) to generate at least
20 million tons of CO2e over 24 years (out of the 20 million tCO2eq, 13.8 million tC0O2eq are expected to come from forestry, agroforestry, and mangrove
restoration activities. The remaining 6.2 million tC0O2eq will be generated through rural energy initiatives, not supported by GEF).

As such, at least 74 million trees are projected to be planted across the portfolio of projects, with the type of trees selected will be based on inputs during
design phase from various stakeholders (farmers, local economic actors, agronomical or scientific experts, etc.) on the merit and utility of the tree species.
For example, in disaffected fish ponds, rhizophora with its root structure being ideal for crabs and facilitates plankton growth, may be planted in blocks while
on the ponds’ edge, avicenna may be promoted as its leaves can decompose when falling into the pond, thus constituting a natural antibiotic for aquaculture
and having a positive impact on the economics of silvo-fishery aquaculture.

In agroforestry projects, the tree species selected play multiple functional roles: they restore degraded ecosystems by reducing soil erosion, sequestering
above and below-ground biomass thus providing soil nutrients & enhancing farm land productivity, provide a natural habitat for the local biodiversity, protect
watersheds and wetlands buffer zones, and provide farmers’ with a diversified and increased income from agriculture.
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Within the scope of its climate change adaptation investments, at least 100,000 farmers are expected to have completed a training on sustainable agriculture
land management. Depending on the project context, the training will include multiple training components from the following range of 9 categories: nutrient
management, soil and water conservation, agronomic practices, agroforestry, tillage and residue management, restoration and rehabilitation, integrated
livestock management, and integrated pest management. During the design phase of a carbon project, LCF3 defines the training requirements together with
the local project developer, who then develops training material suited to the local context (language, practices under the baseline, etc.). Trainings can be a
mix between on-site training through demonstration farms/plots of farmers and theoretical training.

C. Climate change: Prevent the release of at least 20 million tCO2eq into the atmosphere, through a mix of avoided GHG emissions (6.2 million tC02eq) or
increased C sequestration in biomass, soil, and sediments (13.8 million tCO2eq). While the project is not maintaining alignment with the GEF climate change
focal area strategy, there are climate change benefits to be obtained through carbon crediting. Note that part or all of the carbon credit volumes may be retired
for voluntary or compliance obligations by the participating companies, and that the investment from the GEF will contribute to derisk the generation of such
credits, thus contributing to strengthening the supply side of carbon markets.As a Class B investor, GEF is repaid in cash after the carbon credits are sold.
Therefore, to avoid double counting of mitigation outcomes, GEF is not able to claim any climate change results against GEF7 corporate scorecard targets
through Core Indicator 6 and will not account for the estimated volumes of emission savings to be generated by the project

Livelihoods has been adopting innovative carbon certification methodologies with the most trustsed and demanding carbon certification bodies, like Gold
Standards or VCS, to verify and certify its targets with regards to GHG emissions and the generation of carbon offsets. Depending on the project type, a range
of carbon methodologies may be used such as to name a few:

AR-ACMO0003: Afforestation and reforestation of lands except wetlands - Version 2.0 : This methodology under the CDM is also applicable under Verra
and allows afforestation and reforestation of any land that does not fall into the category of wetland.
https://cdm.unfccc.int/methodologies/DB/C9QS5G3CS8FW04MYYXDFOQDPXWM40E

O AR-AMO0O014 “Afforestation and reforestation of degraded mangrove habitats”, v. 3.0 : This methodology under the CDM is also applicable under Verra and
is valid to large scale afforestation and reforestation projects defined as generating more than 16 kilotons of CO2 per year. This methodology allows
afforestation and reforestation of wetland that constitutes degraded mangrove habitat whereas degraded mangrove habitat is defined as wetlands where, in
their natural state, mangrove vegetation can grow and have soil or sediment that is usually water-logged with water that is saline or brackish, and that were
subjected to impacts resulting in decrease of forest cover below that reported by the host Party to the CDM Executive Board according to paragraph 8 of
annex to Decision 5/CMP.1 (A/R CDM modalities and procedures).

https://cdm.unfccc.int/methodologies/DB/KMH608T6RL3P5XKNBQE2N359QG7KOE and https://www.ipcc-
nggip.iges.or.jp/public/gpgluluct/gpgluluct_files/Glossary_Acronyms_Basicinfo/Glossary.pdf_

The methodology allows the use of mangrove species and non-mangrove species, but in case of more than 10 per cent area being covered by planting of non-
mangrove species it prohibits changes in the hydrology of the project area. The methodology restricts the extent of soil disturbance in the project to be no
more than 10 per cent. Project activities applying this methodology may choose to exclude or include accounting of any of the carbon pools of dead wood and
soil organic carbon but cannot include the litter carbon pool.

[0 VMO0O017 Adoption of Sustainable Agricultural Land Management, v1.0 . The methodology quantifies the GHG emission reductions of sustainable land
management practice activities that enhance aboveground, belowground and soil-based carbon stocks of agricultural areas. The methodology applies input
parameters to analytic, peer-reviewed models to estimate the organic soil carbon density at equilibrium in each of the identiflied management practices in
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each land use category. The methodology is applicable to projects that introduce sustainable management practices to an agricultural landscape where the
organic carbon in the soil would have remained constant or decreased in time without the intervention of the project. https://verra.org/methodology/vm0017-
adoption-of-sustainable-agricultural-land-management-v1-0/_

[1  Smallholder Dairy Methodology: Methodology for GHG Emission Reductions from Smallholder Dairy Production Systems . This Gold Standard
methodology covers project activities that decrease the GHG emissions intensity of milk production on smallholder dairy farms in a defined geographic region
to achieve GHG emission reductions. Sources of GHG emission reduction can emanate from enteric methane emissions, emissions from manure
management and/or emissions embodied in feed per kg of fat and protein corrected milk produced. The methodology is applicable to dairy production
operations, specifically from cattle and buffaloes only (not sheep, goats, or
others).https://www.goldstandard.org/sites/default/files/documents/gs_dairy_methodology.pdf.

D. 475,500 direct beneficiaries increase income as a direct result of participating in and benefiting from the portfolio of projects financed by LCF3.
The social, economic and environmental impacts generated by LCF3 will range depending on the type of carbon project and the local context.

Driven by its investment model and an overall dynamic market context for carbon offsetting, LCF3’s main condition for success is to keep generating high
quality offsets at tightly controlled costs, and to transact them with some among the many players that are progressively committing to offsetting. As such,
LCF3 carbon offsets will i) focus on NBS; ii) generate positive social and economic impacts for rural communities in developing countries; and iii) be verified
by best-in class carbon standards, Verra & Gold Standard, with rigorous methodologies in place. One of the key levers to keeping offset generation cost under
control is to optimize direct project costs by maximizing penetration rate within the project area. As such, within the project perimeter, the expected
participation rate of project beneficiaries to training/knowledge/resources made available under the project is expected to be at least 60%, incidentally
creating favorable conditions for positive spill overs.

LCF3 carbon projects can only be sustainable in the long-term if the communities’ restoration effort during projects’ 3-5 years implementation phase is
coupled with conservation activities spanning across at least 15 years. For such conservation activities to take place, it is key to mobilize the project’s
communities in formal or informal organizational structures to collectively stir the management of their natural resources. For example, some communities
may take the collective decision to refrain from wild grazing as it would constitute a direct threat to their newly planted fruit and timber saplings, but also
indirectly impact water availability for agriculture through hill-top deforestation. To safeguard the restored natural ecosystems, project developers may
institutionalize protection norms at the local level by entering into agreements with village governments and community groups earmarking their commitment
towards ecosystem protection and community development.

Across these various project governance bodies (village committees, cooperatives, etc.), the share of female participation fostered by LCF3 projects will be at
least 50%, as female participation across these bodies is a key success factor in the long-term sustainability of LCF3 projects. In fact, a recently scientific
study published in the Nature Climate Change journal has highlighted the benefits of equal gender participation in decisions pertaining to the management
and conservation of natural resources[30].

With a project portfolio expected to include at least 16,500Ha of mangrove and coastal habitat restoration & conservation, LCF3 is expected to enhance the
resilience and adaptation of coastal communities when faced with extreme weather events as exacerbated by of climate change (empirical and field-based
studies have shown that 30 trees per 100 square meters may reduce the maximum flow of a tsunami by more than 90 percent[31]). When also factoring in
benefits associated with avoided emissions projects, LCF3 is expected to benefit 217,500 people through lower exposure to health hazards and injuries over a
period of at least 7 years.
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With an investment track-record spanning across a decade, a key learning for LCF3 projects is that, as important as it may be for itself, impact generation is
the most powerful risk mitigation tool in all carbon projects over the long-term. Community-based projects will only be well stewarded and its assets (trees,

etc.) well maintained over the long-run if they deliver tangible benefits for their local stakeholders. As such, LCF3's 70,000 people are expected to enter into a
sourcing agreement with one or several commercial entities, enabling them to capture more value across the value of chain of agricultural produce or services

promoted under LCF3 projects.

These commercial linkages may be directly facilitated through LCF3 creating and/or providing support to 650 collective organizations such as farmers
cooperatives, collective storage spaces, natural resource management committees, business incubators, remunerated planting groups, etc. During its
community outreach activities, LCF3 projects would highlight the potential benefits associated with joining collective organizations supported by LCF3 to
secure the membership of at least 100,000 beneficiaries.

Overall, as carbon financing is not expected to provide sufficient funding capacity for all value chain required investments across the portfolio of LCF3
projects, the fund expects to finance, on a project-by-project basis, some value chain-related project activities through third party co-financing (e.g. with the
support of development agencies, philanthropic organizations, etc.).

lllustrative examples of potential value chain related investments taken from LCF2's portfolio of projects can be seen below.
Eco-tourism under a mangrove restoration and conservation initiative

The development of ecotourism activities around the mangroves holds multiple benefits. It provides local villages with an income generation opportunity
generated from entrance fee, parking fee, souvenirs sales, tourist activities and food sales. These opportunities contribute to the reinforcement of the

community-based mangrove protection activities, not only to safeguard their livelihoods, but also a source of community pride in its preserved ecosystem and

enriched biodiversity.

Value aggregation:
The project will look at

Labor for construction transformation(s) that
and maintenance of eco- can add value:

Marketing:
The project will look at
developing markets
- International market?
- Domestic market?

Inputs for
Eco-tourism sites :

tourism sites, as guides - Advertising and
to visitors, other services promotion
in hospitality - Improving quality of
services

Mangrove plantation
sites near riverbanks

Value creation, indirectly benefitting the
Value directly captured by communities communities
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Silk production from an agroforestry initiative
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6) innovation, sustainability and potential for scaling up.
Innovation

LCF1 and LCF2 are impact investment funds financed by private companies since 2011, thanks to a unique investment model which leverages the low-carbon
economy for the financing of natural ecosystem restoration and conservation to improve the livelihoods and resilience of rural communities who
disproportionately bear the brunt of climate change.

With a robust operational track-record and within a generalized context of rising appetite for investment in a new asset class with a clear and measured
climate impact, the ambition is to scale-up our investments in NBS through the creation of a third Livelihoods Carbon Fund, as a separate investment vehicle,
with the participation of private and public investors for the first time. LCF3 innovation relies on one-of-a-kind investment model where new investors (public
and private financial institutions) will have the possibility to opt for monetized return through a carbon offset offtaking mechanism secured by the long-term
commitments from corporate investors.
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By investing in LCF3, public and private financial investors can partner with climate committed & experienced private corporate investors which make the
historic LCF investors. The fund provides a powerful investment option to contribute towards SDG targets and climate change mitigation, all while securing a
financial return.

Unlike in LCF1 & LCF2 where carbon offsets were distributed as in-kind dividend only, LCF3 will adopt a dual dividend distribution mechanism to enable DFls
and impact investors to receive cash dividends. Two classes of shares will be introduced within LCF3:

1. Class A shares — for investors opting for in-kind offsets dividends: equity commitment to be gradually drawn in exchange for the corresponding offsets as
dividends in-kind every year after year 2-3 of the fund lifetime.

2. Class B shares — for investors opting for cash returns: equity commitment to be gradually drawn in exchange for the cash value of corresponding offsets
as a return every year after year 2-3. In order to secure offset monetization, the fund will enter into long-term offset sale agreement with one or more buyer(s)
among LCF3 corporate investors or others.

This set-up establishes synergetic strategies between the two sorts of investors. Corporate investors will commit to a VERs offtake contract in favor of
financial investors on the basis of a volume of carbon offsets and an offtake price. In exchange for a long-term offtake agreement at an agreed pricing
formula, financial investors will assume LCF3’s performance risk, which corresponds to the risk that LCF3 underdelivers or overdelivers, over its lifetime, the
volume of carbon credits as initially budgeted at fund'’s launch. Financial investor will not be subject, however, to a supply or pay clause.

The role of financial investors (Class B) would be to pre-finance the generation of carbon offsets, thanks to their equity participation in LCF3, which the in-kind
investors (Class A) would commit to purchase on a regular basis as they are generated. The benefit of this mechanism is twofold: 1) it enables LCF3 to further
scale-up NBS by investing in more or bigger projects; and 2) it enables the in-kind investors to anchor their commitment to combat climate change by sourcing
higher quality carbon offsets with a social, economic & environmental impact.

In addition, LCF3 will play a catalytic role in channeling much needed capital investments into carbon projects in developing countries. The Paris Agreement
has introduced two step-changes in the fight against climate change: first, developing countries also have emission reduction targets and secondly, before the
Agreement, economic actors were requested above all to focus on reducing emissions, not particularly to protect or enhance carbon sinks (i.e. vegetation, sail,
etc.). While the priority of reductions over any other climate mitigation tool is still a must, the Paris Agreement is recognizing for the first time the strategic
importance of, also, sequestering CO2 in the soil and vegetation as carbon reduction alone would not put us on a sustainable trajectory.

As such, this represents a clear opportunity for the LCF3 to play a major role in supporting the Paris Agreement goal of increasing CO2 sequestration in the
soil and vegetation: for 10 years, the Livelihoods Carbon Funds have dedicated their skills and investment capacity to finance activities that sequester CO2 in
the soil and vegetation in developing countries, and improve the lives of hundreds of thousand rural people. That is to say that the LCF family channel millions
of dollars every year to help developing countries meet their climate objectives, protect and enhance their carbon sinks and improve people’s lives. Thanks to
the Paris Agreement this approach is now endorsed and officially coined one of the solutions towards the fight on climate change and the promotion of
human development.

Sustainability and potential for scaling up

LCF has already built a strong base with its historic investors, some of which need more offsets than what their equity investment will deliver.
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LCF3 will capitalize on the private sector’s accelerated commitments towards carbon neutrality to finance NBS at scale with the support of public and private
financial partners, as a new investable asset class focused on climate. Several signals hint today at a rising demand for voluntary carbon offsetting as we are
witnessing a continuous flow of neutrality announcements (total or partial) by many actors: Amazon net carbon neutral (2040), UK and France net zero (2050),
European Union neutrality (2050), Repsol first oil major with neutrality commitment (2050), tens of countries have announced their sourcing voluntary offsets,
CORSIA (Carbon Offsetting and Reduction Scheme for International Aviation) will be effective in early 2020s with needs in the tune of several 100m offsets per
year, as well as several LCF investors. A large share of these entities have announced their targets but not yet started buying offsets, although many plan to
entry into force in 2020 or in the following years (e.g. Easy Jet and Air France - domestic, Evian, Schneider, Bosch, GE Renewable Energy, Grohe, Kuehne+Nagel,
Google - partial, etc.).

In this context, where historic investors demand LCF higher volumes of carbon offsets and new corporates are reaching out to us with an interest to enter the
third fund as equity investors and/or to establish offtaking agreements to comply with their GHG emissions commitments, represents a unique opportunity
that secures LCF3 sustainability and ensures its potential to scale-up.

With the support of the GEF, LCF3 will be the first successful initiative bringing together financial investors and corporations to invest in NBS at scale. By
showcasing NBS as a new investable asset class able to i) deliver an attractive risk-return profile to financial investors; ii) anchor subnational actors’ role in
accelerating their carbon compensation commitments to combat climate change by sourcing “Nature-Based carbon offsets”; and iii) generate a tangible
socio-economic and environmental impact for vulnerable communities most exposed to the effects of climate change, LCF3 will be a catalyst for the creation
of subsequent funds to bridge the financial gap for NBS, where financial support from public financial organizations will no longer be needed.
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Please provide geo-referenced information and map where the project interventions will take place.

1b. Project Map and Coordinates. Please provide geo-referenced information and map where the project interventions will take place.

LCF1 & LCF2 has successfully invested to-date in 14 large scale projects across the 3 above-mentioned clusters, in Africa, Asia and Latin America. All
investments have the ability to reduce emissions and/or sequester large amounts of CO2, while delivering impact at the same time.

The project portfolio of LCF1 & LCF2 to-date is depicted in the below map.

FIGURE 1: LCF1 & LCF2 PROJECT PORTFOLIO & PIPELINE MAFP
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¢ As depicted in the above graph, one common characteristic between LCF1 and LCF2 carbon projects’ is their geographical concentration in the tropics where
1) imported deforestation (cacao, palm oil, soya, etc.) is more pronounced (e.g. between 2000-2011, 40% of tropical deforestation came from commodity
crop production[28]); 2) trees grow faster and terrestrial biodiversity is richer[29]; 3) fuelwood sourcing is more concentrated (inhabitants are estimated to
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consume c.1,400 million m3 of fuelwood per year[30] out of a total 1,954 million m® of global fuelwood production in 2020[31]); and 4) poverty levels are
higher[32].

LCF3 will continue to allocate its investments globally following the fund diversification strategy. In general terms, LCF3 will seek to:
i) Capitalize on the Livelihoods Carbon Fund existing portfolio of projects

LCF1 and eventually LCF2 portfolio of investment projects present further opportunities for separate project scale-ups in the same geographies (these
projects are located within a different project perimeter but within the same country or federal state) and with the same project developers. These are projects
are nonetheless entirely separated, in terms of assets and liabilities, from previous LCF portfolio carbon projects. This constitutes therefore an opportunity for
investors to tap into a pool of de-risked of carbon projects and scale-up proven investment models. In fact, LCF2 has already invested in 2018 in 3 new large-
scale projects each expected to generate at least 2m carbon offsets. By tapping in LCF1’s scaling-up potential, LCF2 has reached 43% of its carbon generation
output target within its first year of investment. In practice, there are limitations to this investment strategy on a fund-basis driven by the capacity for scale-ups
of existing projects. For example, this investment strategy effectively represents only 25% of the investment capacity of LCF2 with the remaining portfolio
reflecting carbon projects with new project developers. Naturally, not all projects present such scaling-up opportunities as they may be constrained by a
diverse range of factors, such as the saturation of hectares of mangrove available for restoration within the same geography, the lack of appetite by project
developer, etc.

i) Replicate current LCF models in other geographies

Based on the knowledge that has been accumulated by LCF on the 3 clusters, LCF3 will also explore opportunities to invest in the same clusters with the same
models but in other geographies and with other project developers. In fact, in its second investment year, LCF2 structured an agroforestry project in Rwanda
with a Sustainable Agricultural and Land Management (SALM) component drawing from LCF1’s portfolio project expertise and an agroforestry project in India
linked with a strong silk value chain.

iii) Invest in new clusters

LCF3 will also continuously explore new clusters combining high potential for carbon sequestration/reduction and social/environmental value creation. LV's
Technical & Innovation team is already analyzing new investment clusters in order to achieve LCF3’s targets, as well as processes to optimize the carbon
impact on current models. These new clusters may include for example Reduced Emissions from Deforestation and Forest Degradation (REDD+) projects,
distribution of biodigesters coupled with a SALM component or blue carbon. In principle, when investigating new clusters, LV seeks projects which combine 3
main criteria: i) the conservation / restoration of natural ecosystem; ii) the generation of positive impacts for local communities which are directly engaged
into project activities; and iii) the generation of carbon offsets in line with fund economics. As such, for example, we don’t expect LCF3 to finance renewable
energy projects as they would have a limited impact on engaging local project communities over the long-term.

[1] 2018 Intergovernmental Panel on Climate Change Report.

[2] United Nations Framework Convention on Climate Change (UNFCCC).

[3] “Nature-Based Solutions in NDCs” = IUCN and University of Oxford, 2019.

[4] “Only around 17% of NDCs with current or planned actions involving NBS for adaptation (i.e. ecosystem- based adaptation) set quantifiable and robust
targets. Similarly, although over 70% of NDCs are estimated to contain references to efforts in the forest sector, only 20% of these include quantifiable targets,
and only 8% include targets expressed in tons of carbon dioxide equivalent.” — NBS in NDCs report.
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[5] The IUCN defines NBS as ‘actions to protect, sustainably manage, and restore natural or modified ecosystems, that address societal challenges effectively
and adaptively, simultaneously providing human well-being and biodiversity benefits’ - WCC-2016-Res-069.

[6] UN Global Compact

[7] Statement from IUCN Acting Director General, Dr Grethel Aguilar.

[8] FAO, Action Against Diversification website - last accessed Feb. 2019.

[9] “Land in numbers 2019: Risks and opportunities” = UNCCD, 2019

[10] “World Urbanization Prospects” - UN, 2018

[11] “Urban Development” — The World Bank website, last accessed in February 2020.

[12] “Global Energy & CO2 Status Report” — International Energy Agency, 2019

[13] “World population prospects”, UN 2019

[14] “Joint Atlas of Desertification” - Joint Research Centre of the EC website, last accessed in February 2020.

[15] “Desertification and agriculture” — European Parliament, 2020

[16] “Climate change and land” = IPCC, 2019

[17] “Making finance serve nature: From the niche of conservation finance to the mainstreaming of Natural Capital approaches in financial systems” — Finance
Watch, 2019

[18] The increase is 342% for A/R offsets

[19]"Mangroves Shielded Communities Against Tsunami" - World Wildlife Fund, ScienceDaily. ScienceDaily, 28 October 2005.

[20] Danone, Crédit Agricole, SAP, Caisse des Dépots et Consignation, Voyageurs du Monde, La Poste, Schneider Electric, Hermeés International, Michelin,
Firmenich, Eurofins Scientific, Crédit Agricole Nord-Midi Pyrénées.

[21] Livelihoods Charter

[22] NOTE: While LCF include a focus on carbon avoidance through energy / cookstove projects, GEF funding will not be directed towards this cluster of
projects.

[23] “Scaling-up Nature-Based Solutions for Mitigation, Resilience and Adaptation” — UNEP website, last accessed Feb. 2020

[24] “At COP 25, corporate climate movement grows exponentially as new companies announce plans to align with a 1.5°C future” — Science Based targets,
2019.

[25] “Gender quotas increase the equality and effectiveness of climate policy interventions” - Cook, Nathan J., Grillos, Tara and Andersson, Krister P. 2019,
Nature Climate Change. 9, 330-334 (2019).

[26] "Mangroves Shielded Communities Against Tsunami” - World Wildlife Fund, ScienceDaily. ScienceDaily, 28 October 2005.

[27] Aqua-silviculture’ is a multiple use system that promotes a harmonious co-existence between fishery species and mangrove tree species in a semi-
enclosed system while providing coastal protection and maintenance to the ecosystem" (Baconguis 1991).

[28] “Trading forests: land-use change, and carbon emissions embodied in production and exports of forest-risk commodities” - Henders S, Persson U M and
Kastner T 2015, Environ. Res. Lett. Vol. 10 Number 12

[29] “Tropical rain forests: An ecological and biogeographical comparison” Corlett, Richard T. and Primack Richard B. 2005. Blackwell Science Ltd.

[30] “How can emissions from woodfuel be reduced?” in Realising REDD+: National Strategy and Policy Options” - A. Angelsen, M. Brockhaus, O. Hofstad, G.
Kohlin, and J. Namaalwa, M. Kanninen, E. Sills, W. D. Sunderlin, and S. Wertz-Kanounnikoff, Eds., pp. 237-249, Center for International Forestry Research,
Bogor, Indonesia, 2009.

[31] “Past trends and future prospects for the utilization of wood energy” - J. Broadhead, J. Bahdon, and A. Whiteman, Annexes 1 and 2. “Global Forest
Products Outlook” - FAO, 2001.Study Working Paper No. GFPOS/WP/05.
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[32] “Tropical underdevelopment” - Sachs, Jeffrey D., Working paper 8119.
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2. Stakeholders

WhbgGefportal

Select the stakeholders that have participated in consultations during the project identification phase:

Indigenous Peoples and Local Communities No

Civil Society Organizations No

Private Sector Entities No

If none of the above,please explain why: Yes

Indigenous peoples civil society and the private sector were not directly consulted in the design of LCF3 as the fund is still in the design phase. However, LCF3
will build on the stakeholder engagement done through LCF1 and LCF2. The table below describes how the different stakeholders will be consulted throughout
the life of the project. In addition, a stakeholder engagement plan developed during the PPG phase that complies with the CI-GEF safeguard policies.

In addition, provide indicative information on how stakeholders, including civil society and indigenous peoples, will be engaged in the project preparation, and
their respective roles and means of engagement.

LCF3 is a multi-stakeholder platform bringing together civil society organisations, local communities, private corporations, financial investors (both, public and
private) and governments. Stakeholder consultation and engagement is the cornerstone of LCF3 innovative model, and the tool to establish a dialogue with
interested parties and offer them maximum visibility into LCF3 processes and investments. Below, a summary of LCF3's key stakeholders and associated

means of engagement.

STAKEHOLDER

MEANS OF CONSULTATION/INVOLV
EMENT DURING PROJECT EXECUTI
ON

THE MEANS AND TIMING OF ENGAGEME
NT

THE MEANS OF INFORMATION DISSEM
INATION

Project developer
(CSO0s)

Project developers are typically local
Civil Society Organizations (CSOs), i
n charge of the implementation of th
e LCF3 projects with local communit
ies.

Direct approach during the development of
LCF3's project pipeline (project sourcing an
d design) as they will be involved in a co-cr
eation process with LV. The Free, Prior and I
nformed Consent framework shall be impleme
nted through the respective local project develo
pers and thanks to a contractual commitment,
with this respect, with the project developer at t
he onset of project launch.

Responsible for the dissemination of LC
F3 activities and outcomes (in charge of
producing communication and dissemi
nation activities, reports, etc.) in collabo
ration with LV and / or investors. Direct
participation in communication and dis
semination activities as deemed necess
ary.

Indigenous Peoples and L
ocal Communities

https://gefportal.worldbank.org

Indigenous Peoples and Local Com

munities are the end-beneficiaries of
LCF3 projects. LCF3 advocates for a
n early, direct engagement of project
beneficiaries and their active involve

Local stakeholders’ inputs and dynamics a
re incorporated in the design of the project
through direct consultation, in collaboratio
n with project developers. The Free, Prior an
d Informed Consent framework shall be imple

Direct communication with project deve
loper and the private sector (LV and / or

their investors). Direct participation in ¢

ommunication and dissemination activit
ies as deemed necessary.
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https://gefportal.worldbank.org

ment during project implementation
to facilitate local ownership of the pr
oject. Local Communities are fully awa
re of their commitments under the proje
ct through a Free, Prior and Informed C
onsent framework.

As it was the case with previous car
bon funds, LCF3 projects involving i
ndigenous peoples will seek to build
sustainable livelihoods models root
ed in indigenous’ culture and the val
ues. As an illustrative example, the L
CF1 Araku project in India is based o
n a thorough understanding of the v
ery deep and ancestral link between
the Adivasis (the inhabitants of the
Araku valley where the project is cur
rently being implemented) and natur
g, soil, trees, plants, water, etc.

With the objective of stopping land d
egradation, restoring soil fertility, an
d diversifying sources of income for
local communities without eroding t
hese people’s values, LCF1 supporte
d the implementation of an integrate
d model including bio-dynamic farmi
ng practices, strengthening of farme
rs’ organizations and social program
s, and building upon the social dyna
mics of the community.

During the design process, and with
the support of our project implemen
ter (the Naandi Foundation) farmers
expressed their motivation to bring
back their ancient coffee production
practices into the valley with Naand
i's support. Naandi mobilized 25,000
women and men Adivasi farmers to
plant 6 million trees to restore their f

WhbgGefportal

mented through the respective local project dev
elopers and thanks to a contractual commitmen
t, with this respect, with the project developer a
t the onset of project launch.
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orest and increase their food securit
y with 18 varieties of fruit trees per h
ectare on small plots across a total
of 6,000 Ha. Farmers were trained o
n sustainable farming practices to t
ake good care of their trees and soil
while preserving their fragile ecosyst
em. They also learned to produce th
eir own compost to increase soil fert
ility and manage pests and diseases
without chemical products.

Very early in the process, LCF1 and
Naandi made significant efforts to ¢
onnect Araku farmers to coffee mar
kets, targeting premium segments t
o make their terroir and biodynamic
approach sustainable. World-class ¢
offee experts from all over the world
were invited every year to rate the Ar
aku coffee and reward the best farm
ers. The final step was to reach a gl
obal market with the creation of the
Araku Coffee brand, a positioning mi
xing high-quality with strong social s
tory. Five years later, the Araku farm
ers were able to produce a premium
biodynamic coffee now sold through
out the world.

WhbgGefportal

Private Sector Entities

https://gefportal.worldbank.org

Private sector entities are at the of t
he LCF initiative and will engage in L
CF3 as equity investors and/or offta
kers (of carbon credits and project ¢
ommodities).

As investors & carbon credits offtakers, LV
engages directly with private sector entitie
s during the sourcing and structuring of the
investment fund. Engagement and negotiat
ions with private sector entities have alrea
dy commence.

As offtakers[1] of the project commodities,
corporations will be engaged as deemed n
ecessary on a project per project basis, an
d according to the specific objectives of th
e initiative (either during proiect’s desian or

Direct communication with LCF3. Progr
ess and annual reports. Direct participat
ion in communication and disseminatio
n activities as deemed necessary.
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implementation).

Financial Investors

Financial investors (private — impact
investors — and public — DFIs) will e
ngage in the LCF3 coalition as equit
y investors, obtained a financial retu
rn thanks to the monetization of thei
r carbon offsets by one or more hist
oric &/or newly entrant corporate inv
estors.

As equity investors, LV engages directly wit
h financial investors during the sourcing an
d structuring of the investment fund. Enga

gement and negotiations with financial inv

estors have already commence.

Direct communication with LCF3. Progr
ess and annual reports. Direct participat
ion in communication and disseminatio
n activities as deemed necessary.

Governments

The changed rational brought forwar
d by the Paris Agreement entails ac
hallenge linked with carbon accounti
ng: the risk that the same carbon off
set would be counted more than onc
e. To-date, negotiation efforts have
not yet set the rules for article 6 of t
he Paris Agreement, thus creating in
vestment uncertainty around the rol
e of the private sector in contributin
g towards climate change.

During project due-diligence & design phas
e, the Livelihoods team and its legal adviso
rs assess project-specific carbon-title risks
on the basis of the countries’ Nationally De
termined Contributions (NDC) and engages
accordingly with country-specific Designat
ed National Authority (DNA) to secure the f
und's carbon rights.

At a macro-level, the Livelihoods team is
actively involved with voluntary carbon s
tandards, associations & project develo
pers (such as Gold Standard, Verra, IET
A & ICROA) in the design of alternatives
enabling the private sector to continuou
sly finance the goals of the Paris Agree
ment while taking into account a range
of possible outcomes of article 6 intern
ational negotiations.

Co-funding / financing or
ganizations (public and/o
r private)

External sources of funding (grants,

loans, equity) will be sought as need
ed, to provide additional start-up fina
nce to emerging local economic acti
vities and / or to increase the develo
pment impact of LCF3's initiatives. T
ypical co-funding partners will be De
velopment Agencies, Private Founda
tions, Multilateral institutions, etc.

Engagement with co-funding partners will
be studied on a project per project basis, a
ccording to specific needs. Engagement wi
Il be done either at project design or imple
mentation stage, depending on specific ne
eds.

Typically, a specific communication and
dissemination plan will be developed in
collaboration with co-funding partners, t
o comply with their own dissemination r
equirements. However, dissemination of
information will also take place through
direct communication with LCF3, progre
ss and annual reports, and direct partic
ipation in communication and dissemin
ation activities (if needed).

Certification entities

LCF3 will mobilize external expertise
in relation to the carbon certification
processes and monitoring methodol
ogies in the project'’s target areas, as
carbon offsets are certified and issu
ed under the most trusted and dema
nding carbon offset standards (Gold
Standards or Verra).

Direct engagement at project design (to ev
aluate the project’s carbon offsetting poten
tial) and implementation (for monitoring an
d certification).

Direct communication where appropriat
e and online material.

https://gefportal.worldbank.org
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[1] LCF3 equity investors and offset offtakers will not be in any way obliged to source commodities from the project. However, LV will support the development
of market linkages between project beneficiaries and the private sector, whenever feasible.
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3. Gender Equality and Women's Empowerment

Briefly include below any gender dimensions relevant to the project, and any plans to address gender in project design (e.g. gender analysis).

One of the main goals of LV Fund'’s investments is the improvement of the social and economic conditions of farming families where both, men and women
contribute to income and resilience. LV is in the process of developing a gender policy that applies to all funds, to ensure a systematic approach to gender
equality and women empowerment across the portfolio of projects.

LV's gender policy aims to have a easy to follow approach to describe those processes that project managers and developers need to follow to a) avoid
gender bias in project decision making; b) avoid activities that could generate gender inequalities; c) promote and support empowerment pathways; and d)
assure equity in project opportunities. Within this policy, farming families will be considered as the main economic and social reproduction unit on which the
impacts are evaluated.

Projects across all Livelihoods Funds will generate tangible socio-economic benefits that are identified during the initial design process, to ensure that they are
accessible to all, men, women and young people. Investments must consider the specific social and cultural context as well as the needs of the families and
communities involved in the project. This approach is particularly important to avoid unplanned, negative impacts of projects such as the unequal access to
land by men and women, and the inherent risk of excluding women and youth from the project benefits and activities.

Empowerment index pilot application.

Livelihoods Venture is currently evaluating the suitability of establishing an empowerment index rooted in: 1) understanding women’s workloads and use of
time in domestic and productive activities; 2) women’s access to resources, in particular natural resources, land, agriculture and food security; 3) women's
participation and leadership in community groups and training spaces; 4) household income; and 5) women's ability to make decisions without fear. This index
could be included in the project cycle, so project indicators are defined based on such considerations.

The table below shows how LCF3 could approach gender mainstreaming across the project cycle based on the latest version of the LV's gender policy.

PROJECT DESIGN

Concept note Project discovery phase includes a request of the description of the pot
ential project benefits segregated by sex.

Project coalition and co-design Encouragement for engaging women and men from technical partners
and from the community members in project design.

Gender analysis and participatory consultations with the communities
are conducted in the project area, and include a description of a) acces
s and control or natural resources; b) position of men and women in th
Selection of project activities e community and local organizations; c) needs and knowledge of proje
ct topics by gender; and d) use of time of women and men. Secondary
data on women and men social and economic conditions could be also
collected.

Definition of the activities and benefits for men and women. A gender e

aualitv oiitcome and indicators are also described as nart of the theorv
https://gefportal.worldbank.org 56/98
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of change of the prOJect Gender equality impact goal is based onthee
mpowerment index. Process indicators are defined for outputs and out
comes.

IMPLEMENTATION AND MAINTENANCE

General

Selection of project staff should consider equal opportunities for wom

en and men professionals for technical aspects and managerial positio
ns. A reference person for gender and social issues must be appointed
by the project manager.

Current practices and guidance for the LCF3 project types

Agroforestry projects

Men and women have equal access to information about the project ac
tivities and goals. Men and women have specific inputs into the agrofo
restry system and benefits are clear for the family. Women are empow

ered to access capacity building opportunities and decision-making po
sitions.

REDD projects must have a human rights approach so no project shoul

REDD d be considered if access to natural resources for livelihoods is prevent
ed.
Men, women and youth are encouraged to participate in mangrove rest
Mangroves oration activities. Project should include livelihoods components in are

as such as fisheries, ecotourism and other non-timber forest products
promoting gender equity and participation.

PROJECT MONITORING

Technical monitoring of carbon offsets

Women and men should be considered as part of the technical teams f
or carbon measurements.

Activities to incentive permanence and m
aintenance

Project partners leverage additional opportunities to support the long-t
erm permanence of the project. In this phase, young people and wome
n are targeted as the main beneficiaries.

Does the project expect to include any gender-responsive measures to address gender gaps or promote gender equality and women empowerment? Yes

closing gender gaps in access to and control over natural resources; Yes

improving women's participation and decision-making; and/or Yes

https://gefportal.worldbank.org
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generating socio-economic benefits or services for women. Yes

Will the project’s results framework or logical framework include gender-sensitive indicators?

Yes

https://gefportal.worldbank.org 58/98
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4. Private sector engagement

Will there be private sector engagement in the project?

Yes
Please briefly explain the rationale behind your answer.

Private sector engagement is at the core of the LCF3 initiative: The Livelihoods family of investment funds is rooted in the commitment made by many private
sector companies in the context of the COP21 and the SDGs defined by the United Nations. LCF3 embodies a growing trend among corporates across the
world that increasingly and publicly commit to reducing their scope 1-2-3 emissions and offsetting part or whole of their remaining GHG emissions, through
science-based emission reduction commitments (Science-Based Target Initiative). LCF was initiated by the private sector — Danone, a French multinational
food-products corporation — and subsequently joined by 11 additional equity investors from the private sector (both corporate and financial institutions). LCF3
will be supported by some of the Livelihoods' historic corporate investors, and newly entrants from both, the corporate and financial sectors.

https://gefportal.worldbank.org 59/98
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Indicate risks, including climate change, potential social and environmental risks that might prevent the Project objectives from being achieved, and, if
possible, propose measures that address these risks to be further developed during the Project design (table format acceptable)

The project recognises that the Corona Virus Pandemic (COVID19) may cause delays and/or slow down implementation of project activities due to delays in
stakeholder consultations, in ability to travel, in recruiting staff and consultants. At the beginning of the PPG phase, the project will design appropriate
mitigation measures to address COVID-19. In addition, project staff should avoid travel and follow CI-GEF COVID guidelines (provided as a separate

attachment).

The LV team has identified & assessed risks associated to LCF3 investments & activities and defined the most appropriate response to mitigate and

communicate them. Risks are scored according to their likelihood and impact, and risk level is assessed as a combination of both. High & Substantial risks (H)

require mitigation activities before continuing; Modest risks (M) require actions to control risk severity/likelihood, though project activity may be conducted;
Low risks (L) are acceptable. A summary of key risks and mitigating measures is presented below.

R1. Early project cash exposure.

Cash is already invested in the project when t
he Fund becomes aware that the project is fai
ling

https://gefportal.worldbank.org

RISKS RISK RATING (HIGH, SUB RISK MITIGATION
STANTIAL, MODEST, LO MEASURES
W)
L M1.1. Payment instalments and results-based payments.

Out of a theoretical estimated project cost of 100, the investment profile dyn
amic is growing so that the first plantation campaign is smaller than the subs
equent ones, representing ~15% of total project costs. Out of this first-year in
vestment (15 % of total project costs), only 30% - 40% is disbursed as advanc
ed payments before an actual result can be measured and the risk is therefor
e limited (approximately 4.5% to 6.5% of total project costs). In other words, f
or a direct project investment cost of 100, typically first year plantation budge
t reflects c. 15% of direct project investment, out of which only 30-40% is disb
ursed as advance payment to the project developers against future contractu
al and auditable project-milestone achievements thus representing approxim
ately 4.5% to 6.5% of direct project investment cost. Once the first results-bas
ed payments have been made, evidence has been given that the project is mo
ving on as planned and steadily delivering the outputs. Then the cash exposu
re risk is decreasing over time and is lower in year 2 and 3.

M1.2. Bank account.

To ensure a proper monitoring of project cash movements all LCF3 contracts
will provide for the creation of a project dedicated bank account. This bank a
ccount concentrates all funds paid for a project and may only be used for this
purpose by the project developer. At the beginning of a project, a proof of exi
stence of this bank account must be issued by the bank to the Fund. LCF3 De
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positary Bank is only allowed to use this specific account.

R2. Project management.

Inadequate / Insufficient technical expertise o
f the project developer's team and/or adaptati
on of agronomic planning and/or funding dive
rsion.

M2.1. Due diligence (pre-investment) and monitoring_(implementation).

LV applies a thorough due diligence process prior to signing the framework a
greement with the project developer to review their legal documentation & fin
ancial statements, and verify the track record of the local management tea
m.

All carbon projects are formalized through a legal contract entered into betw
een LCF3 and the project developer. In order to enable LCF3 to monitor the pr
oject’s implementation and identify/mitigate events of funding diversion, the
contract stipulates, amongst other things i) the contractual obligations of the
project developer including regular operational and financial reporting on proj
ect performance and the proper use of the project funding in line with mutual
ly agreed budget lines, ii) the operational and financial auditing rights of LCF
3, and iii) governance instances representing both parties to track and discus
s project performance and take necessary decisions.

In addition, LV puts in place a post-contract monitoring and evaluation schem
e on the project developer’s performance, to review progress against agreed
program, compliance with project costs, review of project documentation, et
C.

R3. Financial viability.

Likelihoods that the project is self-sustained r
apidly or that it secured enough external fundi
ng on the long-term.

M3.1. Long-term, binding_agreement with funders.

LCF is an investment fund supported through long-term equity commitments
(24 years for corporate partners) where capital calls are used to secure fundi
ng on projects.

R4. Land and resource tenure.

Unclear and/or weak land and resource tenur
e rights pose a risk of dispute over their use a
nd access, and thus has the potential to impa
ct project implementation.

M4.1. LCF3 does not own or lease land. Prior to any investment, land tenure
must be clear, documented and enforceable, and shall not hinder LCF3 acces
s the value created.

Land tenure and land use rights are addressed at project design stage. The pr
oject is protected by a legally binding agreement which allows to continue pr
oject activities for the duration of the investment. The project developer must
provide evidence that the project has resolved any potential disputes prior to
signature of framework agreement.

R5. Community engagement.

Risk that the concerned community has not b
een sufficiently sensitized and may reject the
project.

https://gefportal.worldbank.org

M5.1. Local communities are considered key stakeholders of LCF3 and there
fore engaged in the co-creation process at design stage (see section 2 — Sta

keholder engagement strategy).

The project generates net positive impacts on the social and economic well-b
eing of the local communities who derive livelihood from the project area. Th

ese impacts are defined and shared with local communities to promote their

engagement at an early stage. During project implementation (10-20 years), t

61/98



5/7/2020

WhbgGefportal
he socio-economic and environmental benefits made available through proje
ct activities play a key role to ensure project ownership of local communities.

R6. Political unrest.

Instability, social unrest, corruption, etc. can h
ave adverse impacts and/or even cause proje
ct interruption.

M6.1. Due diligence, research and political risk analysis at project sourcing_s
tage.

Furthermore, LV will confirm that the host country is involved with REDD+ dis
cussions, readiness plans etc. or otherwise has committed to forest protecti
on under binding frameworks.

R7. Natural hazards.

Natural hazards such as fire, pest, hurricanes,
earthquakes etc. can have adverse impacts a
nd/or even cause project interruption.

M7.1. Mitigation of risks related natural hazards will be addressed through a
detailed project diversification strategy. LCF allocates its investments across
its project portfolio in respect with diversification ratios, defined upfront at th
e fund's inception. These diversification ratios are established along the criter
ia of the project’s total weight in the LCF project portfolio, geographies, projec
t types and exposure to the project developer. In the case of e.g. LCF2, the fu
nd can't invest unless if given Board approval, more than 30% in the same Pro
ject, or with same Project Developer or within the same country or state withi
n a federal system. Additionally, LCF will evaluate the viability of including mo
nitoring,

M7.2. Contingency budget. On a project per project basis, LCF3 will evaluate t
he advisability of allocating a percentage of the project budget as contingenc
y budget (ex-ante) to buffer potential losses (resources, productive capacity,
etc.) from natural disasters.

Additionally, LCF3 will evaluate the suitability of implementing early warning
and response measures on a project per project basis.

https://gefportal.worldbank.org
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6. Coordination

Outline the institutional structure of the project including monitoring and evaluation coordination at the project level. Describe possible coordination with other
relevant GEF-financed projects and other initiatives.

Across all of its investment portfolio, LCF3 will comply with the same managerial principles which guided investment decision & monitoring for the LCF1 &
LCF2 to-date, namely (i) a hands-on management of the projects to ensure an efficient, impactful & sustainable project design and a smooth long-term
implementation, and (ii) the allocation of roles across the various project phases of design, implementation and monitoring, evaluation & maintenance as
follows:

i Livelihoods Venture: LV is a social business that was created in 2011 by the two co-founders and a hired financial professional in order to set-up and
manage LCF1. The two co-founders had spent the four previous years designing and implementing Danone's overall sustainability and carbon footprint
reduction strategy. Within Danone, they designed the Group's carbon offsetting strategy and led the investment in 4 projects that were later transferred into
LCF1 and are today part of its portfolio. Spread across 4 departments, Technical & Innovation, Development, Finance and Communication, LV's team brings
the following set of niche expertise:

» Sourcing, structuring and management of investment funds: the top management of LV has been a key promoter of several socially oriented private equity
impact funds. The ability to identify the key motivations driving an investor's impact investing strategy and pool this together in a successful coalition fund
over 20+ years, is a gauge of this expertise. Since 2011, LV has successfully launched 3 impact investing funds, with 12 French, German, American, Belgian
and Swiss private sector investors across a wide range of industries ranging from food processing, to banking and industrial manufacturing.

« Investing in the land-use and forestry sector: The investment team holds a strong academic and professional track-record in agronomy with specialties in
forest carbon, landscape protection, the diffusion of sustainable farming practices, smallholder farmer economics, tropical agronomy, last-mile distribution
and supply chain transformation. LCF has also been a driving force in the proposal for adoption of innovative carbon certification methodologies with
international carbon certification bodies.

« Design and execution of long-term carbon projects in developing countries: The team has extensive field-work experience across Africa, Asia, Latin America
and Oceania and draws on a multi-cultural and linguistic capital of more than 10 languages. This provides an advantage in the successful design and
execution of long-term carbon projects aligning various local stakeholders such as smallholder farmers, NGOs and public authorities.

« Collaboration with & capacity building of civil society organizations: To secure the success of an LCF carbon project, the cultural gap, often linked to different
working approaches and pace, which exist between the private sector and NGOs, has to be breached. This renders valuable the NGO experience of the investor
advisor's team, which is further enriched by an expertise in NGO capacity building in emerging countries.

Financial management and co-financing: auditing, financial statement analysis, compliance due-diligence, financial modelling and securing co-financing. LV
has obtained more than US$11 million

https://gefportal.worldbank.org 63/98
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FIGURE 1: LIVELIHOQODS VENTURE ORGANISATION CHART

" Mamagement Comnmitting

i Project developer: Project developers are mostly Non-Governmental Organizations but can also be social enterprises that bring their field experience
and deep understanding of the local cultural & socio-economic challenges faced by the local communities. They are generally a driving force for change,
trusted by local communities & recognized by regional stakeholders. During the project design phase, both LV and the project developer collaborate tightly to
co-design the carbon projects with, if needed, additional support from carbon & impact experts. During this phase, LV acts as the main driver for carbon
innovation. During the implementation phase, the project developer is responsible for delivering on the project's designed activities and results, as defined in
the contractual agreements between the fund and the project developer. During this phase, a project Steering Committee composed of LV, the project
developer & the project relevant stakeholders is created to continuously monitor the field progress and convene on mitigation actions when required. The
project developer is also responsible of the project maintenance post-implementation (ex: tree replantation) and that throughout the project life. During the
monitoring phase, with some support from LV, the project developer collaborates with the carbon auditors in order to generate the internationally certified
carbon offsets: defining a data sample, physical data measurement, etc.
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5/7/2020 WhbgGefportal

iil Carbon Standards & Carbon Auditor: As Livelihoods Carbon Fund's carbon offsets are issued under the Voluntary Carbon Standards, mainly Verra and
Gold Standard, they are key in the monitoring and evaluation of the projects.

Carbon auditors serve as a third-party independent consultant to verify the volume of carbon offsets generated under a project, with the ultimate purpose of
issuing internationally certified carbon offsets.

The Livelihoods carbon projects will therefore have to comply with the project certification process as defined by the Voluntary Carbon Standards and in line
with the expectations and requirements of the carbon auditor. These include i) the drafting of the Project Design Document, ii) the Project Validation after a
stakeholders’ consultation has taken place and the validation of the project activities by the Carbon Auditor, iii) the project registration by the respective
Carbon Standard in line with the project’s selected carbon methodology and the opening of a dedicated account in the register of the Carbon Standard, iv) the
project carbon verification with the submission of the project’s verification report for approval by the Carbon Auditor following a field visit, and finally v) the
issuance of the serial-numbered carbon offsets by the Voluntary Carbon Standard.

iiii. Carbon & impact experts: Carbon experts may co-develop with LV a carbon methodology in order to quantify the carbon sequestration/reduction
associated with specific project activities. For example, in partnership with ILRI, ICRAF & Gold standard Foundation, we have developed new methodologies to
assess carbon generated from large-scale methane avoidance projects and carbon sequestered in the soil thanks to large-scale diffusion of sustainable
agricultural practices projects. This enabled LCF1 to issue certified carbon offsets from our Kenyan project spanning across 35,000Ha and 30,000 farmers.
With institutional partners, LV also developed new methodologies for the large-scale carbon assessment of mangrove replantation projects. These
methodologies have enabled LCF1 to launch & generate certified carbon offsets over 29,000Ha of mangrove projects. LV and carbon & impact experts can
also be tasked with providing training & technical support (ex: for designing an online database) to the project developer for the regular collection of the data
required by international certification bodies (Verra, Gold Standard) for the carbon certification process or other relevant data.

Coordination with other relevant GEF-financed projects and other initiatives:

LCF3 will seek to coordinate its activities with other projects or initiatives supported by GEF. An initial selection of these are presented on the table below.

https://gefportal.worldbank.org 65/98



5/7/2020

WhbgGefportal

INITIATIVE

COORDINATION

CPIC Conservation Finance Initiat
ive - scaling up and demonstratin
g the value of blended finance in
conservation (GEF Project ID: 991
4)

The objective of CPIC is to improve biodiversity’s conservation and sustaina
ble use through blended finance models to attract increase private investme
nt in conservation. CPIC will produce blueprints and criteria for selecting pro
jects and look for models that are replicable at scale. CPIC outcomes can he
Ip LCF3 to better finetune and develop its pipeline of projects in the areas of
sustainable cocoa production and conservation forestry.

Risk Mitigation Instrument for La
nd Restoration (GEF Project ID: 9
277)

Risk associated to the restoration of degraded land through the promotion o
f sustainable land management practices is still halting private sector invest
ment in sustainable development. The Risk Mitigation Instrument for Land R
estoration aims at catalyzing private sector investments in restoration of de

graded lands by reducing financial project risk. Learnings from this initiative

can help LCF3 to further develop and shape its risk management and contin

gency planning, better mitigate project risks, offer more risk-adjusted returns
and further unlock the market for NBS.

Agtech for inclusion and sustaina
bility: SP Ventures' Regional Fund
(Agventures Il = GEF Project ID: 1
0336)

Agventures supports the consolidation and scale-up of agtech SMEs and st

art-ups offering productivity, market, and/or environmental solutions for the

agricultural sector across 10 countries in LAC (Argentina, Brazil, Colombia, C
osta Rica, Ecuador, Guatemala, Honduras, Paraguay, Peru, and Uruguay). LC

F3 will evaluate the organizations supported by Agtech and engage with the
m as potential solution providers, as per project need. Further, LCF3 will con

nect Agventures with SMEs — start-ups in need of further financial support a
nd established as a result of LCF3 initiatives.

Food Securities Fund

The Food Securities Fund is a blended finance mechanism targeting market

gap for affordable finance for experienced local agricultural stakeholders op
erating according to best practices in established value chains. The aim of t

he fund is to create a scalable credit channel between qualified investors an

d agricultural companies in emerging market, with an initial geographical foc
us on (but not limited to) Burkina Faso, Cote d'lvoire, Ghana, Indonesia, Mad

agascar, Nigeria, Zambia. LCF3 will evaluate the organizations supported by

the Food Securities Fund and engage with them as per project need. Further,
LCF3 will connect the Food Securities Fund with SMEs - start-ups in need of
further financial support and established as a result of LCF3 initiatives.

https://gefportal.worldbank.org
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7. Consistency with National Priorities

Is the Project consistent with the National Strategies and plans or reports and assesments under relevant conventions

Yes
If yes, which ones and how: NAPAs, NAPs, ASGM NAPs, MIAs, NBSAPs, NCs, TNAs, NCSAs, NIPs, PRSPs, NPFE, BURs, INDCs, etc

LCF3 will allocate its resources globally across multiple geographies in developing countries and countries in transition. Specific regions to be targeted
through LCF3 investments will be known as the pipeline of projects is developed within the first 4 years of the fund life. Even if at this stage it is not possible to
describe LCF3 alignment to specific national strategies, LCF3 will be fully consistent with the following conventions:

- The Convention on Biological Diversity (CBD).

- The Nagoya Protocol on Access to Genetic Resources.

- The United Nations Framework Convention on Climate Change (UNFCCC).
- Sustainable development goals (SDGs).

Consequently, LCF3 is expected to be aligned with the National Bio Strategy Action Plan (NBSAP), the CBD National Report, Nagoya Protocol National Report,
UNFCCC National Communications (NC), Biennial Update Reports (BUR), National Determined Contributions (NDC), Technology Needs Assessment, and
UNCCD Reporting.

LCF3 seeks to mainstream biodiversity conservation and sustainable use across the agriculture and forestry sectors and is in full alignment with the CBD’s 3
key objectives: the conservation of biodiversity; the sustainable use of its components; and the fair and equitable sharing of benefits arising from genetic
resources.

LCF3 projects will promote a fair use of natural resources as key contributors to national competitiveness, and as a source of welfare for current and future
generations. Local engagement & ownership, and the incorporation of local wisdom relevant to the conservation and sustainable use of biodiversity is secured
and respected from project design.

LCF3 will mobilize financial resources of US$108, with over 75% coming from the private sector (both, corporations and financial institutions), and thus help to
streamline private sector investment in natural capital.

Thanks to LCF3 investments, 88,400 Ha of land will effectively and equitably managed, integrated into the wider landscapes and seascapes, providing
essential services & contributing to the health, livelihoods and well-being of 1.5 million people (direct and indirect beneficiaries), while increasing their
resilience against unexpected climate change events (e.g. mangrove forests provide storm protection and control of soil erosion & flooding).

By promoting an equitable use of natural resources and sharing of the socio-economic and environmental benefits brought by ecosystems services within
local communities, LCF3 projects are consistent with the Nagoya protocol on Access to Genetic Resources. This approach will provide incentives for local
communities to protect and conserve their surrounding ecosystem, and thus help to stop the conversion of land into unsustainable uses.

https://gefportal.worldbank.org 67/98



5/7/2020 WhbgGefportal

Further, LCF3 activities will help to stabilize GHG concentrations by avoiding GHG emissions or increasing carbon sequestration in biomass, soil, and
sediments in the range of 20 million tCO2eq. This will be achieved through conservation and restoration activities contributing to climate change mitigation &
adaptation, and to combat desertification, thus in full alignment with the objectives of the UNFCCC and UNCCD. LCF3 will prioritize the implementation of
technologies / models that address climate change more effectively, and contribute to the country’s social, environmental and economic development and
fight against climate change, within two of the prioritized mitigation and adaptation sector identified under the UNFCCC technology needs assessment
(Agriculture, forestry & land-use and Water).

LCF3 will build upon Livelihoods brand equity and focus on top quality carbon assets with tangible social and environmental benefits. All projects will pursue a
dual objective that will be measured: i) contribute to climate through certified carbon assets ii) create measured social and environmental value connected
with SDGs.

At fund level, we are still in the process of designing LCF3 reporting system and its contributions towards the SDGs. However, it will at minimum have a similar
structure to the one develop for LCF1 and LCF2 (see Figure 3).

At project level, LCF3 will look to increase and diversify its contribution towards the SDGs and thus evaluate the potential to report on additional SDGs, as
appropriate. Here follows, as an illustration, an SDG analysis of active projects in LCF1:

FIGURE 8: AGROFORESTRY PROJECT IN KENYA (30,000 PEOPLE - 20,000Ha)

Soclo-economic Impacts
e Environmental Impacts
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USD 20 MILLION
value generated to farmers
across the project’s dairy

L value chain

*Measured through a social survey every 1 pears

FIGURE 9: MANGROVE PROJECT IN INDONESIA (20,000 PEOPLE - 5,000Ha)
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Socio-economic Impacts
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with additional income
generating opportunities 'if”ﬁi
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of women in technical and
management training
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Environmental Impacts
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8. Knowledge Management

Outline the Knowledge management approach for the Project, including, if any, plans for the Project to learn from other relevant Projects and initiatives, to
assess and document in a user-friendly form, and share these experiences and expertise with relevant stakeholders.

1) Overview of existing lessons and best practices that inform the project concept with proper references/links to relevant documents.
A knowledge management approach relying on 10 years of experience in impact financing

Since the launch of its first Carbon Fund in 2011, Livelihoods’ mission has been defined as follows: “support the efforts of agricultural and rural communities
to live in sustainable ecosystems which serve as the foundation of their food security and provide the resources that ensure their sustainability”. In that sense,
Livelihoods is a coalition of actors joining forces to provide the means to restore or preserve degraded natural ecosystems that are vital both to tackle climate
change and the lives of local communities. To achieve this goal, Livelihoods acts as an impactful-driven network that brings together economic actors,
institutions and organizations to achieve measurable and high-scale environmental, social and economic impact. By leveraging the carbon economy, the
Livelihoods Carbon Funds are helping corporates and financial partners reduce their carbon footprint thanks to high-added value carbon offsets on the one
hand and provide local communities with vital resources on the other hand.

The above Livelihoods Funds mission has been defined in the Livelihoods Funds Charter (http://www.livelihoods.eu/wp-
content/uploads/2017/11/Livelihoods_Funds_Charter_V2015.pdf) and shared regularly through its network (investors, partners, media, greater audience). For
10 years, our knowledge sharing approach and communication strategy have been focusing on monitoring the advances and challenges of our projects in the
field, share experience and key learnings with our investors and partners in full transparency. Livelihoods has also been leveraging the media and wider
audience to showcase concrete examples of carbon projects that have proved to be efficient in the field. In the overall context of urge to accelerate climate
action, Livelihoods communicates on measured impact and paves the way towards an economic model where the private and the public sector can join forces
to accelerate climate action in a win-win partnership.

A communication strategy focusing on paving the way towards impactful carbon compensation

In a context of existing criticism on the carbon compensation market, the Livelihoods Carbon Funds reminded in January 2020 its positioning to drive
impactful carbon projects. This positioning relies on the results of the concrete impacts driven in the field through LCF1 and LCF2. Read more about the
Livelihoods 7 pillars for impactful carbon compensation (http://www.livelihoods.eu/carbon-compensation-livelihoods-point-of-view/) published on January
30th.

Aligned with previous communication strategies implemented under LCF1 and LCF2, LCF3 knowledge management will rely on sharing the results and
achievements but also key learnings of the funds’ innovative investment model (coupling carbon compensation with strong social, environmental and
economic benefits in Asia, Africa and Latin America).

Leveraging external knowledge, scientific research, awareness campaigns

Within Livelihoods, knowledge management is a key lever to raise awareness about the carbon projects we are implementing, to follow-up their impacts in the
field, and provide its stakeholders with full visibility, but also link them to the wider context of climate change acceleration, biodiversity decline and increasing
pressure from young populations, consumers and scientists towards governments and the private sector to build resilience.

https://gefportal.worldbank.org 70/98
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Beyond communicating on its projects’ achievements and impacts, Livelihoods also leverages external momentums and scientific research material to help its
network better understand complex issues (including climate change adaptation, mitigation, agroforestry models, research on biodiversity preservation).
Livelihoods is also building crossed-communication campaigns to valorize its investors’ progress work on addressing climate change, farmer poverty,
sustainable supply chains, carbon neutrality. LCF3 communication strategy will have a similar approach to that implemented across LCF1 and LCF2. Below, a
short summary of the fund’s campaigns.

Previous Livelihoods communication campaigns on transversal topics include:
Campaign on the key learnings from the IPCC report on Climate Change and Land — September 4th 2019:

o Includes key learnings from Livelihoods Carbon projects for land restoration (http://www.livelihoods.eu/cop14-4-questions-bernard-giraud-land-
restoration/)

o Includes website, social media and newsletter content (8,000 subscribers to the Livelihoods newsletter).

o This campaign was launched during the United Nations Convention Combat Desertification - COP14 (https://www.unccd.int/conventionconference-
parties-cop/cop14-2-13-september-new-delhi-india) held in New Delhi, where Livelihoods participated in conferences to showcase concrete results and
key learnings from the field.

Campaign on the launch of One Planet Business for Biodiversity coalition (http://www.livelihoods.eu/op2b-coalition-launch-un-climate-week-biodiversity/)
(OP2B), of which Livelihoods is an active member, during the UN Climate Week, September 2019.

o Includes An interview with Emmanuel Faber, CEO of Danone (http://www.livelihoods.eu/emmanuel-faber-interview-op2b-coalition/): Danone world
food company is a key investor in the Livelihoods Carbon Funds and active member of OP2B coalition.

o Includes an article from Livelihoods on key learnings from the latest IPBES report on biodiversity loss (http://www.livelihoods.eu/biodiversity-loss-6-
things-to-know/).

o This campaign includes website, social media, newsletter content as well as the participation of Livelihoods at the UN Climate Week, in New York,
during which the launch of OP2B coalition was announced.

Campaign on the Farmer Income Lab from Mars Incorporated (http://www.livelihoods.eu/farmer-income-lab-innovative-approach-mars/)(Mars is a key
investor in the Livelihoods Funds), in October 2019.

o Includes an interview with Barry Parkin (http://www.livelihoods.eu/barry-parkin-interview-farmer-income-lab/), Mars Chief Procurement and
Sustainability Officer.

o Includes key learnings from the Livelihoods Funds to address farmer poverty (http://www.livelihoods.eu/poerty-farmer-income-big-debate/).

2) Plans to learn from existing relevant projects, programs, initiatives & evaluations with proper references/links to relevant documents.
Beyond project monitoring, field visits addressed to our stakeholders and a wider audience:

Livelihoods Carbon projects are complex as they address climate, social and economic for the benefit of farmer and vulnerable rural communities
simultaneously. Ilts communication strategy has therefore focused on collecting the data from the field in their monitoring and carbon verification phases, but
also organizing field visits to help a wider audience experience the Livelihoods Carbon projects in the ground. Livelihoods is organizing conventions and field
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trips addressed to its Board of Directors but also its investors employees and the media.
Key annual momentums to ensure the projects monitoring and impact measurement:

The achievements, challenges, key learnings and impacts of the Livelihoods carbon projects are discussed and shared with its stakeholders several times a
year. The Livelihoods Carbon Investment Committee takes place 3 times a year, while its Board of Directors meets twice a year to provide a detailed overview
of the projects’ investments, impacts, roadmap and challenges.

Reports are filled in with our partner NGOs, coordinated by dedicated Livelihoods projects managers in the field and in most cases with the support of
consultants to ensure expertise in measuring the impacts and results of our projects.

For every Livelihoods Carbon Fund project, these evaluations include carbon verifications, project activities implementation, activity baseline and monitoring
surveys, changes in the farmers livelihoods (and their families), reduction and removal of GHG emissions.

In addition, 10 years after its launch, Livelihoods led a study to measure the social and economic impacts of its first mangrove restoration project in Senegal.
Read more about the Results of the study on the social impacts of the largest mangrove restoration project of the Livelihoods Carbon Fund in

Senegal (http://www.livelihoods.eu/the-proof-by-10-results-of-the-study-on-the-social-impacts-of-the-largest-mangrove-restoration-project-of-the-carbon-
livelihoods-fund-in-senegal/).

Similar studies can be conducted to measure the impacts generated by the Livelihoods Carbon Fund 3.

3) Proposed processes to capture, assess and document info, lessons, best practice and expertise generated during implementation.
During implementation, key learnings, best practices and generated impacts will be evaluated and shared through specific reports (yearly) and a dedicated
dashboard that will be updated on a regular basis.

Share of knowledge will be conducted with our local project implementers (NGOs) through project reports but also communication material that will tackle
transversal issues addressed across several projects. These topics will include farmer poverty, climate action acceleration, gender equality, and income
generating activities for younger farmers.

Livelihoods will share the key learnings and progress of each one of the LCF3 projects through the following communications material:
A dedicated webpage on Livelihoods website portfolio of projects (http://www.livelihoods.eu/portfolio/).

Key impacts and figures (http://www.livelihoods.eu/projects/yagasu-indonesia/) on every project to be updated regularly in coordination with the project
developers of Livelihoods and the project implementers (NGOs).

Specific articles and focuses on the income generating activities (http://www.livelihoods.eu/indonesia-mangroves-spurring-new-businesses/) through each
project when there will be key progress to share.

A dedicated video coverage for each new project being supported by the Livelihoods Carbon Fund 3 (each LCF project has video
material https://www.youtube.com/channel/UCsPjxPugtJEeNAOz8R3_3KQ to reach a wide audience).

Dedicated newsletter material at the launch of every new carbon project within LCF3 and to deliver key learnings during implementation.
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Key learnings will also be shared on transversal impacts: example with addressing water challenges (http://www.livelihoods.eu/water-challenges-for-resilient-
citiesthe-solution-is-also-out-of-town/) through different carbon projects.

Aligned with its current communication strategy, Livelihoods will publish these documents, progress and key learnings through its social media channels, key
annual conferences and events with its stakeholders and a wider audience (media included).

4) Proposed knowledge outputs to be produced and shared with stakeholders (at both program and project levels if a PFD):
LCF3 projects will help illustrate how the fund’s partners will work on impactful solutions for carbon compensation but also delivering social, environmental
and economic impact. As projects involve multiple partners, Livelihoods will continue to build a consistent communication plan to preserve the image of each
stakeholder increase visibility of the Livelihoods Funds.

Livelihoods will valorize crossed communication content with its stakeholders, such as crossed interviews, videos and written reports to increase visibility on
the projects impacts. Livelihoods will also provide its support to its financial and corporate investors during the writing of their annual sustainability reports, to
provide with guidance and clarification on the data collected in the field.

5) A brief discussion on how knowledge and learning will contribute to overall project/program impact and sustainability:
With a ten-years lookback on implementing high-scale carbon compensation projects with strong environmental, economic and social impacts, Livelihoods
will position its third carbon fund as a dedicated investment vehicle to help corporates and financial investors join forces to accelerate climate action.

Livelihoods will leverage its key networks (Finance for Tomorrow, financial partners, OP2B coalition to name a few) too increase visibility on the fund’s key
learnings and evolution during the whole duration of the fund (20 years).

Livelihoods will valorize its work and progress among external networks, but also inhouse. The creation of a dedicated Livelihoods Academy in 2020 (currently
in its design phase) will build key momentums to share collectively key learnings on specific projects, workstreams and innovating work methods to review
and improve our current methodologies.

On the overall impact and sustainability levels of LCF3, Livelihoods will valorize a story-telling approach to give the word to the direct beneficiaries of the fund
(local communities). A similar approach is already on its way, with the current communication campaign of Livelihoods that gives the word to our local NGO
partners:

1.  Carbon Offsets: real impact or greenwashing? THE VOICES OF THE LEADERS OF CHANGE published on January 30th (https://us3.campaign-
archive.com/?u=502¢861191cde970c84fdf578&id=2fcb4bd93d)

o Includes an article on the Livelihoods Funds point of view on Carbon Offsets (http://www.livelihoods.eu/carbon-compensation-livelihoods-point-of-
view/).

o Includes an interview with Ajanta DEY, key leader of NEWS NGO in India (http://www.livelihoods.eu/interview-with-ajanta-dey-news/).

2.  Carbon Offsets: real impact or greenwashing? THE WORD TO A VISIONARY NGO IN INDONESIA published on February 14th (https://us3.campaign-
archive.com/?u=502c861191cde970c84fdf578&id=9de5d4437c)

o Includes an interview with Bambang Suprayogi, visionary leader of Yagasu NGO in Indonesia (http://www.livelihoods.eu/interview-with-bambang-
suprayogi-yagasu/).
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o As well as a reminder of the positioning article from Livelihoods on carbon offsets: Livelihoods Funds point of view on Carbon

Offsets (http://www.livelihoods.eu/carbon-compensation-livelihoods-point-of-view/).

6) The strategic communication plan on Livelihoods Carbon Fund #3
A communication plan is already being implemented to announce the creation of the fund. In November 2019, Livelihoods announced the launch of LCF3

through a dedicated newsletter, media content, social media, and 2 key events for impact finance:
Paris for Tomorrow Week that gathered from November 25 to 29 2019 the financial and business community as well as civil society, local and public

authorities (https://financefortomorrow.com/paris-for-tomorrow-week/).

Global Landscape’s Forum in Luxembourg, November 30th, 2019 (https://events.globallandscapesforum.org/luxembourg-2019/).
Press release on the launch of LCF3: Livelihoods is launching a third carbon fund to accelerate climate action (https://livelihoodsventure-

my.sharepoint.com/personal/mdaras_livelihoods-
venture_com/Documents/Livelihoods%20is%20launching%20a%203rd%20Carbon%20Fund%20to%20accelerate%20climate%20action).

Livelihoods will leverage key international events and conferences in impact finance, climate and biodiversity preservation to communicate on LCF3. These
include:

International forums on sustainable agriculture

The IUCN Congress in Marseille (https://www.iucncongress2020.org/), June 2020, in partnership with OP2B coalition.
COP15 in Kunming (http://sdg.iisd.org/events/2020-un-biodiversity-conference/), China on biodiversity (October 2020).

The UNFCCC’s COP26 (https://sdg.iisd.org/events/2020-un-climate-change-conference-unfccc-cop-26/) in Glasgow (November 2020).

In addition, Livelihoods will organize a special event gathering key stakeholders in December 2020 to celebrate 10 years of achievements of the Livelihoods

Carbon Funds. This will be a key momentum for the announcement of LCF3 ambitions and first investors.
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Part Ill: Approval/Endorsement By GEF Operational Focal Point(S) And Gef Agency(ies)

A. RECORD OF ENDORSEMENT OF GEF OPERATIONAL FOCAL POINT (S) ON BEHALF OF THE GOVERNMENT(S): (Please attach the Operational Focal Point endorsement letter
with this template).

Name Position Ministry Date
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ANNEX A:

Instructions. Please submit an indicative termsheet in this section. The NGI Program Call for Proposals provided a template in Annex A that can be
used by the Agency. Agencies can use their own termsheets but must add sections on Currency Risk, Co-financing Ratio and Financial Additionality
as defined in the template provided in Annex A. Termsheets submitted should include sufficient details to allow a financial expert to understand
and judge the financial viability of the proposed investments. Indicative terms and conditions should be used when specific details are not yet
available. Please ensure that by copying the termsheet in the section of the PIF/PFD, the format allows reviewers to read the content.
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Annex A: Template for Indicative Financial Termsheet

Disclaimer:

The CI-GEF Project Agency has conducted a pre-liminary review and assessment of the proposed non-grant
instruments (NGI). Additional due diligence of the NGI proposal will be conducted by the CI-GEF Project
Agency during the PPG phase.

All investments are speculative in nature and involve substantial risk of loss. Much of the information and
indicative terms submitted by the CI-GEF Project Agency is derived directly from information provided by the
project proponent, which we believe is reliable/reasonable. Cl does not warrant the completeness or
accuracy of such information and does not provide any representations or warranties as to the success of
financial returns to be generated by the NGI or whether the NGI would be deemed to be in line with market
terms and conditions.

GEF - INDICATIVE TERMSHEET

Project/Program Title |Livelihoods Carbon Fund 3 (LCF3)

Project/Program Number(10500

Project/Progra The Livelihoods Carbon Fund 3 (LCF3) will build an innovative and replicable inves

m Objective tment-model that will invest in community-based solutions to restore natural ecos
ystems, facilitate access to rural energy[1], and establish agroforestry and regener,
ative agriculture systems in developing countries that will ultimately reduce GHG ¢
missions, increase carbon sequestration, generate certified carbon offsets to clim|
ate-responsible corporates and contribute towards SDGs while delivering a steadyj
and positive financial return to financial investors
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Country [ies] Global
Agency presenting t Conservation International
he Project

Project Financing

Please include:

A. Sources of Co-financing, Name of Co-financier and type of co-financing (P
art | section C of the PIF/PFD)

1) Private Sector — Corporate Company — Equity (Class A) - $21,580,000
Private Sector — Corporate Company — Equity (Class A) - $10,790,000
Private Sector — Corporate Company — Equity (Class A) - $5,395,000
Private Sector — Corporate Company — Equity (Class A)- $4,316,000
Private Sector — Corporate Company — Equity (Class A)- $5,395,000

Private Sector — Corporate Company — Equity (Class A)- $3,237,000

Private Sector — Private Bank — Equity (Class A) - $2,158,000

Government — Development agency — Equity (Class B) - $16,185,000

Private sector — private bank — Equity (Class B) (pending due diligence) - $1
0,790,000

10) Private Sector — Corporate Company — Equity (Class A) - $10,790,000

11) Private Sector — Corporate Company (Class A) - Equity - $5,395,000

12) Government — DFC - USAID Guarantee - $15,000,000

Total co-financing of the project: US$111,031,000. For names of co-financiers ple
ase refer to the confidential document disclosed as part of this submission.

O oOo~NNOoyor b WN
— o N

B. Indicative Trust Fund Resources Requested under the NGI Program (Part

| section D of the PIF/PFD)

1) GEFTF - Equity (Class B) - US$13,461,468)

Total Project Financing: US$124,492,468 including equity commitments from cor
porates, private and public financial investors (i.e. including GEFTF participation) a
nd the USS$15,000,000 guarantee from DFC - USAID

Currency of the Financing

Dollars (8)

Currency risk

N/A

Co-financing ratio

Every GEF 1USD mobilizes 8,248 USD

Every GEF 1USD mobilizes 5.931 USD of private sector financing
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Financial additionality
of GEF resources

Please specify (i) the financing barriers addressed with the GEF blended finance re|
sources; and (ii) quantification of financial additionality.

(i) the financing barriers addressed with the GEF blended finance resources

As a development financial institution committed to combating climate change, th
is is an opportunity for the Global Environment Facility to support the scale-up of a
new investment model, which has demonstrated its feasibility in delivering tangibl
e successful projects over the past 10 years. Today, LCF3 is still at a critical stage]
of scaling-up which requires additional funding from the financial sector, and we ¢
annot expect the corporate sector to sufficiently mobilize up-front equity and incre|
ase their risk exposure to meet this growth challenge.

As the Intergovernmental Panel on Climate Change (IPCC) has highlighted in its 2|
018 and 2019 report, a fivefold increase in climate action commitments is needed
to put the earth on a 1.5 degree trajectory and this climate action must not only in
clude a faster transition towards clean energy sources but also the adoption of lan|
d-use change mitigation methods as the Agriculture, Forestry and Land Use (AFOL|
U) sector account for ¢.23% of total net anthropogenic emissions of GHGs during
2007-2016 [2]. Failure to do so would exacerbate already witnessed extreme weat
her events and more so for the world’s poorest with limited climate adaptation res
ources.

With less than 1% of climate finance allocated today towards Nature-Based Soluti
ons[3], it is critical to unlock sizeable, long-term and stable sources of financing to
wards this emerging sector by tapping into private financial capital, just as the ren
ewable energy sector has succeeded in doing.

While private corporations are increasingly engaged in driving climate action by tra
nsforming their business models and through strong investments to offset their re
maining emissions in support to their commitments towards carbon neutrality (LC
F1 & LCF2 have been solely supported by the equity commitments from private co
rporations), private financial institutions (especially mainstream financial entities,
but also impact investors) are still reluctant to invest in climate-related endeavors
due to the combination of both, real and perceived risks linked to climate investme

lack of clear evidence on financial returns moving beyond demonstration projects.

It is within this context that LCF3's overall aim is to showcase Nature-Based Soluti
ons as a new investable asset class able to i) deliver an attractive risk-return profil
e to financial investors ii) anchor subnational actors’ role in accelerating their carb

on compensation commitments to combat climate change by sourcing “Nature-Ba
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sed carbon offsets” iii) invest in climate adaptation solutions and generate a tangi
ble socio-economic and environmental impact for vulnerable communities most ¢
xposed to the effects of climate change.

To achieve this aim, LCF3 requires additional funding from the financial sector to
mobilize up-front equity and help decrease risk exposure to meet the financial gap
for

NBS.

(i) quantification of financial additionality

As a public development financial institution committed to combating climate cha
nge, the funds from the GEF will be instrumental to materialize an innovative inves|
tment model to explore and invest in NBS at scale. GEF early stage equity share
(making up for 12% of the total finance equity commitments in LCF3) will play a de
cisive role in removing barriers to private climate finance, reduce the perceived ris
k, anchor and leverage larger pledges for climate related investment from private fi
nancial institutions. GEF funding will contribute to making a strong case for the fin
ancial feasibility and merits of allocating mainstream financial capital towards NB
S, as they can demonstrate a strong track-record of providing an attractive risk-ret
urn profile whilst also delivering positive and long-term socio-economic and enviro
nmental impacts for rural communities.

Through GEF’s investment horizon spanning across 20 years, and with LCF3's term
expected to run over 24 years, the GEF funding will provide a direct opportunity to i
ncentivize private financial investors into a longer-term investment horizon into LC|
F3. Thus, first-moving private financial investors will be able to tap into an addition
al financial return, estimated at US$ 3.03 million in exchange for a 24-years invest
ment commitment towards LCF3, further strengthening the case for accelerating ¢
limate- related investments from private financial institutions.

Use of proceeds

Provide a description of the use of the resources of the guaranteed instruments a
nd their alignment with GEF Focal areas/Investment Programs.

GEF equity investment will be used to scale-up community-based initiatives rooted
in NBS tackling key climate adaptation and mitigation challenges, while delivering
on SDGs. The types of projects which will benefit from GEF financing include:

a. Coastal habitat and mangrove restoration projects, and

b. Forestry and agroforestry projects, including sustainable agriculture and land
management, and

Other project clusters such as Reduced Emissions from Deforestation and Forest
Degradation (REDD+) projects or distribution of biodigesters coupled with a SALM
component or blue carbon (see LCF3 investment diversification strategy).

LCF3's Use of Proceeds shall (i) provide a loan to Project Developers for the imple

mentation of carbon projects through Emission Purchase Agreements (ERPAS) giv
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ing LCF3 a right on a future flow of carbon assets, (ii) receive carbon assets, in the
form of certified carbon offsets, and distribute them to LCF3 investors either in in-
kind or monetized form, according to LCF3 investors’ share class.

The loans extended to Project Developers under the ERPAs are disbursed to final p
roject beneficiaries (farmers, rural communities, etc..), in the form of a grant, with
a repayment of the proceeds from the project developer to LCF3 taking the form o
f a volume of carbon offsets generated by the carbon project.

The funding provided to farmers and rural communities will be used for a wide ran
ge of activities from mobilizing communities, providing or coordinating sustainabl
e land management training, setting-up tree nurseries, purchasing seedlings, orga
nizing the distribution of saplings to farmers, etc....

Furthermore, as LCF carbon projects are all certified under the voluntary carbon st
andard, Verra or Gold Standard, this implies aligning with the carbon methodologie
s’ guidelines. This includes having a voluntary carbon standard-approved third-part
y carbon auditor undertake LCF’s projects’ carbon verifications or paying an issuan
ce fee for every unit of carbon offset issued and certified by the projects over their
lifetime. These costs shall also be included in the Use of Proceeds.

LCF3 is expected to align with the following GEF focal areas (for additional inform
ation and specific targets, please see point 4 of the PIF: “Alignment with GEF foca
areas and/or Impact Program strategies”).

a) Land Degradation Focal Area

LCF3 targets Objective 1 of the Land Degradation focal area (“Support on the grou
nd implementation of SLM to achieve LDN") across its three sub-objectives (D1-1
Dryland sustainable landscapes, D1-2: Diversified agro-ecological food production
systems, and D1-3: Integrated landscape management and restoration) by harnes
sing investment and knowhow to 1) promote the integrated and sustainable land
management and restoration of degraded production systems and forests with a |
andscape approach; and 2) diversify crop and livestock systems, thus employing 3
of the 6 delivery mechanisms of the LD strategy.

LCF3's investments will be an entry point for:

- Sustained management and use of food & agricultural resources through regener

ative agriculture, transforming degraded agricultural lands and landscapes into su
stainable production systems.

- Restoration and conservation of endangered natural resources, through sustaina
ble ecosystem use and management.

- Placing local communities as key actors in the management and conservation of]

local natural ecosystems/capital, through models that integrate the biophysical fe
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atures oT TNe ecosystem wIth people s wellbeing, Their economic ana soclocuitural
needs and values.

Overall, the fund initiatives will help improve the living conditions of 475,500 direct]
beneficiaries and their families (reaching a min. of 1.5 million people), help protect
/ restore 48,960Ha of degraded agricultural land, place 12,240Ha of landscapes in
production systems under sustainable land management, and avoid further defore
station across 10,700Ha of High Conservation Value Forest.

LCF3 will ensure the geographic distribution of its investments across Africa, Asia
and Latin America following the diversification strategy described in point 3 above
(“The proposed alternative scenario with a brief description of expected outcomes
and components of the project”), and ensuring that GEF’s funding will not be in an
y case deployed in full in Latin America.

b) Biodiversity Focal Area

LCF3 will address objective 1 of the Biodiversity Focal Area (BD — 7 — 1: Mainstred
m biodiversity across sectors as well as landscapes and seascapes through biod
versity mainstreaming in priority sectors). Even ifit is not possible to define specifi
c targets on biodiversity mainstreaming ex-ante (i.e. prior to the development of L
CF3 project pipeline) as the specific location of project activities is unknown (yet k
ey to describe the impacts on biodiversity), LCF3 will use the following criteria for
selecting projects during the implementation phase:

- Project site selection: LCF3 investments within the BD focal area will target glob
ally recognized areas of high biodiversity importance such as Key Biodiversity Are
as (KBAs). In addition, other locations could be considered for mainstreaming pur
poses, such as biodiversity corridors, protected areas, buffer zones, key watershe
ds for Ramsar sites etc. Depending on the site selection, a focus on global import
ant species or natural habitat will be defined (baseline + target). Based on earlier p
hases of LCF and current opportunities, coastal and marine areas, wetlands, inclu
ding mangroves will be especially targeted.

- Biodiversity Governance: LCF3 will support a fair and equitable governance of bi
odiversity, promoting local ownership and avoiding "empty" forests, focusing on ¢
hanges that will have direct impact on threatened biodiversity, and working closely
with beneficiaries at large scale to substantially change biodiversity outcomes.

In addition, LCF3 will consider an additional set of secondary criteria, such as glob
al carbon storage and empowerment of Indigenous People and Local Communitie
S.

An illustrative example on how LCF3 will support biodiversity mainstreaming is thr
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ough its investments in mangrove restoration and conservation activities.

LCF3 mangrove restoration and conservation activities are expected to bring multi
ple benefits for biodiversity conservation, habitats and species protection. At curre
nt state, and based on LCF2 & LCF2 investment track record, Livelihoods estimate|
s that LCF3 initiatives will restore and protect a min. of 16,500Ha of mangrove eco
systems. Similarly, the NBS initiatives supported by LCF3 across forestry and agro|
forestry sectors will bring important biodiversity benefits.

Financing instruments

Provide a description of the financing instrument(s) to be used with GEF resource
s: including but not limited to (i) debt products; (ii) guarantees; and/or (iii) equity.

The selection of one or more instruments will be require to (i) demonstrate appropri
ate degree of concessionality; (ii) most efficient structures to mobilize private capi
tal.

@) For Equity:
b) Fund strategy:

LCF3 expects to mobilize over US$96 million in equity from development agencig
s, corporate, public and private financial investors, in addition to the GEF equity su
pport (for the list of indicative equity investors, please refer to refer to the confiden
tial document disclosed as part of this submission). This equity will be allocated {
owards investments in community-based solutions to restore natural ecosystems,
facilitate access to rural energy’, and establish agroforestry and regenerative agric
ulture systems in developing countries that will ultimately reduce GHG emissions, i
ncrease carbon sequestration, generate certified carbon offsets to climate-respon
sible corporates and contribute towards SDGs while delivering a steady and positi
ve financial return to financial investors. The specific mechanisms on how equity i
nvestments will be used to pre-finance LCF3 projects can be found on the section
below (“Terms and conditions for the financing instruments”).
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Financing instruments

In addition, LCF3 will mobilize a US$15 million pari passu partial credit guarantee f
rom the U.S. International Development Finance Corporation (DFC) supported by t
he US Agency for International Development (USAID), as a risk mitigation instrume
nt for private financial investors. As such, the total amount of co-financing for LCF
3 would reach US$111,031,000(US$96,031,000 in equity plus US$ 15,000,000 in U
SAID-DFC guarantee).

Subject to the final outcomes of the negotiations between Livelihoods and DFC-US
AID, the guarantee would be a 50% loan portfolio guarantee to cover eligible credit
default risk of Project Developers for the account of private financial investors (Cl
ass B). GEF would therefore not be eligible for this partial credit guarantee.

To comply with DFC-USAID eligibility criteria for the partial credit guarantee, the ER
PAs entered into between LCF3 and the Project Developers will be converted into |
oan agreements extended by LCF3 to the Project Developer with repayment taking
the form of volumes of carbon offsets generated. Project beneficiaries are not par
t of this agreement and therefore have no obligation on the repayment towards LC
F3, except for recognizing the ownership title of LCF3 on the flow of carbon offset
s generated from project activities.

The guarantee is intended to assist LCF3 mobilize new private financial capital whi
ch - in the absence of the guarantee - would otherwise not invest in the fund. The i
ndicative financial terms for the guarantee are a 1% origination fee (a one-time, up-
front fee) and a 1% p.a. utilization fee on the value of the loans placed under the g

hinarantan
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Below is a schematic of the DFC- USAID guarantee mechanism:
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The parties to the offset purchasing agreements are expected to be LCF3, as a leg
al entity where the monetization transaction of Class B investors’ carbon offsets w
ill be undertaken, and the financial investors. LCF3 will also benefit from a back-to-
back agreement with corporate investors or other offset buyers committed to purc|
hase the carbon offset share of the financial investors. The corporate investors an
d other offset buyers shall not be jointly and severally liable towards LCF3 for the p
urchasing of the financial investors’ carbon offsets, in other words each corporate]
investor or other offset buyer shall commit to a bilateral carbon offset purchasing
contract with LCF3.

GEF’s financial support coupled with DFC — USAID’s guarantee, the commitments f]
rom large corporates (making up for 75% of the fund equity capital), and a secured
market for class B shareholders reached through long-term offset sale agreement
with one or more buyer(s) among LCF3 corporate investors or others, will create a
n enabling environment to prove that climate investments can be financially profit
able and therefore, have clear commercial and financial objectives.

[Terms and conditions for]
the financing instrument
s

Carbon funds seldom facilitate the development of projects by local communities i
n developing countries. They generally pay for carbon offsets only upon delivery,

\wiith littla Ar nA 1infrant finanan uwihinh mAaane thau fail +A laiinah AcAaminihi_hacad
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projects with a limited access to upfront finance.

In order to finance the most social-intensive projects, LCF3 will follow a differentiat
ed strategy based on the pre-financing of operations. This approach enables LCF3
to work with rural communities which have a limited financial capacity. LCF3 there
fore intends to leverage carbon finance mechanisms to help rural communities res
tore and protect their ecosystems, thereby securing their livelihoods and thus cont
ributing to their empowerment.

As such, LCF3's main differentiating factor relies on its focus on projects with very
high social and environmental impacts, since it is believed that the social value of|
carbon assets is increasingly going to be a price driver of carbon assets in the futu
re.

As a result, LCF3 has positioned itself to:

- Pre-finance projects for local communities, as further detailed below,

- Deliver strong co-benefits for local communities to ensure they fully endorse the
need to restore their ecosystems and are individually and collectively committed t
o caring for it on the long term,

- Diversify the type of carbon assets financed by LCF3, as further detailed below,

- Tap into co-investment opportunities across public and private project stakehold
ers, as further detailed below, and

- Share the performance of carbon asset generation with the concerned Project D
eveloper and communities above a certain generation target.

1.  Pre-finance projects for local communities

Through ERPAs, LCF3 will provide upfront payments to Project Developers at an ea
rly stage of project development and in advance of anticipated offset delivery. In o
rder to align with USAID's financing criteria for the partial credit default guarantee,
LCF3 is currently in the process of restructuring its ERPA contracts to ensure LCF
3's financing is characterized as a debt extended to the Project Developer with an
obligation for repayment by the latter thanks to the generation of carbon offsets.

2. Deliver strong co-benefits for local communities

Restoring an ecosystem or an agricultural landscape through reforestation or agro
forestry activities takes time. Projects have a lifetime of up to 20 years and LCF2
needs assurance that the communities living in the area will protect the ecosyste
m over the project’s lifetime and beyond. This can only be achieved where the co
mmunities fully endorse the idea that they need to restore their ecosystem and are
individually and collectively committed to caring for it on the long term. Importantl
y, the communities themselves are personally participating in the ecosystem resto
ration work of which they are the single biggest beneficiaries.
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3. Co-investment or co-funding

LCF3 will seek to establish partnerships with the likes of Development Agencies, p
hilanthropic organizations, etc. to leverage additional co-funding in the form of e.g.
non-reimbursable grants or technical assistance, and with the aim to increase the|
development impact of the fund'’s investments. These partnerships can be instrum
ental to secure projects’ long-term co-benefits, reinforce the sustainability of our in
itiatives and LCF3's exit strategy.

Terms and conditions for
the financing instrument
s

Another potential role for a co-investor can arise when there are synergies with the
co- investor’s business. For instance, a fruit processing company may be intereste|
d in investing in a project to secure a supply of tropical fruits or in sharing its know
-how in running a fruit production and marketing business. This co-investment can
be allocated towards co-funding value chain-related components of the carbon pr
oject and is not expected to have any impact on the generation of carbon offsets.

4.  Diversify the type of carbon assets

LCF3 finances three types of projects able to generate carbon offsets and to delive
r Emissions Reductions Purchasing Agreements (“ERPA”"): mangrove & coastal hab)
itats, forests & agroforestry and rural energy projects(”). LCF3 invests in developing
countries in Africa, Asia and Latin America.

LCF3 will reduce investment risk through diversification and mutualization enablin
g its investors to access a diversified portfolio of projects in terms of project type,
geography and size. LCF3 will comply with the diversification rules arising from th
e SIF Law and the CSSF Circular 07/309, namely that LCF3 may not invest:

§ More than 30% of its portfolio in one project; or

§ More than 30% of its portfolio in several Projects put in place by the same Proje
ct Developer; or

§ More than 30% of its portfolio in the same country or state within a federal syst
em.

These ratios must be complied with from the end of the Investment Period onward
s. LCF3 will ensure that the above thresholds are complied with Project by Project
and for all Projects collectively.

LCF3 intends to verify its offset generation according to the most reputable interna
tional voluntary carbon standards: to-date Verra or Gold Standard.

5. Managing the risk of funding diversion

LV applies a thorough due diligence process prior to signing the framework agree

ment with the proiect developer to review their leaal documentation & financial sta
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tements and verify the track record of the local management team.

All carbon projects are formalized through a legal contract entered into between L
CF3 and the project developer. In order to enable LCF3 to monitor the project’s imp|
lementation and identify/mitigate events of funding diversion, the contract stipulat
es, amongst other things i) the contractual obligations of the project developer incl
uding regular operational and financial reporting on project performance and the p
roper use of the project funding in line with mutually agreed budget lines, ii) the op
erational and financial auditing rights of LCF3, and iii) governance instances repres
enting both parties to track and discuss project performance and take necessary d
ecisions.

To ensure a proper monitoring of project cash movements all LCF3 contracts will p)
rovide for the creation of a project dedicated bank account. This bank account con
centrates all funds paid for a project and may only be used for this purpose by the|
project developer. At the beginning of a project, a proof of existence of this bank a
ccount must be issued by the bank to the Fund. LCF3 Depositary Bank is only allo
wed to use this specific account.

In addition, at LCF3-level, a budget is included on a project-basis to undertake regu
lar operational (especially during project plantation phase) and financial auditing t
hroughout the project’s lifetime.

(*) NOTE: While the Livelihoods Carbon Funds include carbon avoidance activities
through rural energy / cookstove initiatives, GEF funding will not be directed towar|
ds this cluster of projects.

Terms and conditions f
or the financing instru
ments

Depending on the specific circumstances of funding diversion, LCF3 may apply a

range of mitigation solutions ranging from collaborating with the project develop

er to remedy and prevent future funding diversion events or activate contractuall

y stipulated clauses concerning contact termination due to breach and request t

he breaching party to indemnify LCF3 for resulting direct and reputational damag
es.

In addition, LV puts in place a post-contract monitoring and evaluation scheme o
n the project developer’s performance, to review progress against agreed progra
m, compliance with project costs, review of project documentation, etc.

(@)  Fund structure:

The Fund may be either:
- a stand-alone investment company organized as a public limited company

"société anonyme" under the laws of the Grand Duchy of Luxembourg and qualifi
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Capital Variable" ("SICAV") and as a specialized investment fund "a Fonds d’Inves
tissement Spécialisé" ("FIS"), or

- To take into account the evolution of the Luxembourg applicable laws and p
ractices, the Fund may possibly take the legal form of a “reserved alternative inve
stment fund” (RAIF), which is regulated the same way as a SICAV SIF.

(b)  Targeted IRR: > 5% IRR
The following is a sensitivity analysis reflecting IRR fluctuations around two varia
bles which may impact the return of financial investors:

1-  the pricing of carbon offset purchases from financial investors, and

2-  the risk that LCF3 may not generate the volume of carbon offsets in line wit
h initial BP figures, i.e. a “haircut on project performance”, for a range of reasons
specified under point 5) of the PIF document (“Risks”).

IRR sensitivity analysis:

Loss of offsers va real case progects
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Remuneration of Limited Partners:
The sole revenues for LCF3 are expected to be carbon from carbon assets. LCF
3’s value creation is distributed as follows to the different investors:

For Investors holding Class A Shares

Carbon assets delivered to LCF3 by projects are not sold directly in the market bu
t transferred to the Class A investors via a non-cash sales mechanism. Receivabl
es generated at LCF3 level are then compensated by dividend distributions or ca
pital buy-back as decided by the Board of Directors.

Once an offset is delivered to a Class A investor, they choose their own strategy
as regards this asset: they can for example sell it immediately, hold it and sell it |
ater, or use it to offset GHG emissions. As such, Class A investors’ revenue is mo
delled by multiplying the distributed assets flow by a price.

ry Carbon Markets, has been used to mark the assets to market every year, as ap
proved by the Board. The Board is responsible for determining each year the mar
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ket value of all CO2 reduction and sequestration assets. It may use the aforemen
tioned report for as long as it is available, discloses information consistent with
LCF3's strategy and asset generation, and is acknowledged by the Board as the b
est available third-party resource on the matter at the date of this agreement. At
any point in time, the Board is however responsible for amending the market prici
ng sources and methodology, in whole or in part, if it becomes obvious that alter
native sources and/or methodology may provide LCF3 with more accurate data.
Carbon Asset Pricing for Class B Shares
LCF3 will monetize CO2 reduction and sequestration assets, for class B shares t
hanks to offtaking commitments by one or more carbon asset buyers.

Terms and conditions for
the financing instrument
s

For Investors holding Class B Shares

Carbon assets delivered to LCF3 by projects are sold for cash by LCF3. If and whe
n LCF3 needs to monetize CO2 reduction and sequestration assets, in particular a
s regards class B shares, it may enter into specific selling agreement(s) with one o
r more carbon offset offtakers, who may be historic investors of LCF1 & LCF2 or th
ird parties.

Subject to the final outcome of the purchasing negotiation between corporate offt
akers and/or other offset buyers, Class B investors and LCF3, the offtake agreeme
nt between LCF3 and Class B investors shall be governed by the following principl
es:

- The pricing formula for the purchase of carbon offsets shall be based ona C
OST+ pricing formula, whereby COST shall be defined as the projected LCF3 cost o
f generation of carbon offsets at the fund’s launch.

The cost of generation of carbon offsets, which correspond to LCF3’s costs can be|
categorized in 3 main categories: i) direct investment costs which include all costs
as referred to in the ERPAs signed with Project Developers, ii) investment related ¢
osts which comprise costs directly related to Projects investment and functioning
such as carbon verification or operational/financial auditing costs and iii) 3) mana
gement and development costs which incorporate all the administrative, manage
ment and development costs supported by LCF3 such as General Partners or struc|
turing fees.

The COST+ pricing formula shall be negotiated to provide Class B investors with th
e opportunity to tap into a > 5% IRR.

- LCF3's offtaking agreements shall also include an upside sharing mechanism|
in the eventuality of either of 2 events occurring:

1.  LCF3 generates more carbon offsets than initially projected in the fund's BP,
With a decade long investment track-record of LCF1 generating c.24% more volum
es of carbon offsets than initially projected in fund’s BPs, one can't overlook the po|
ssibility of LCF3’s over-performance which entails an additional windfall for Class
B investors over-and-above the return delivered by the COST+ pricing formula.

2.  Market carbon offset prices rally providing a bullish market perspective relati

ve to the COST+ pricing formula. In such circumstance, Class B investors may hav
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e the right to sell a portion ot the volume of their share ot carbon oftsets at market
price while still benefitting, if they wish, from a secured sales outlet from corporate|
offtakers or other offset buyers at the COST+ pricing formula.

With the aim to limit LCF3’s exposure to the market risk of monetization of Class B
investors’ carbon offsets, LCF3 shall secure back-to-back purchasing commitment
s from corporate offtakers or other offset buyers, in alignment with the contractual
terms stipulated in the offtake agreement between LCF3 and Class B investors.

Carbon Asset Pricing for Class A Shares

Since 2012, LCF1 & LCF2’s asset valuation has been based on market prices. In pa
rticular, a third-party report, Ecosystem Marketplace’s yearly State of Voluntary Car
bon Markets, has been used to mark the assets to market every year, as approved
by the Board. The Board is responsible for determining each year the market valug
of all CO2 reduction and sequestration assets. It may use the aforementioned repo
rt for as long as it is available, discloses information consistent with LCF3's strate|
gy and asset generation, and is acknowledged by the Board as the best available t
hird-party resource on the matter at the date of this agreement. At any point in tim
e, the Board is however responsible for

Terms and conditions for
the financing instrument
S

amending the market pricing sources and methodology, in whole or in part, if it be|
comes obvious that alternative sources and/or methodology may provide LCF3 wi
th more accurate data.

Carbon Asset Pricing for Class B Shares
LCF3 will monetize CO2 reduction and sequestration assets, for class B shares tha
nks to offtaking commitments by one or more carbon asset buyers.

Remuneration of General Partners:

The General Partners will be paid out an Investment Fee ranging between a minim
um of one and a half percent (1.5%) p.a (exclusive any VAT or taxes) and a maxim
um of two percent (2%) p.a. (exclusive of any VAT or taxes) of LCF3's Total Expect
ed Project Investment.

The Total Expected Project Investment, which is equivalent to the Use of Proceed
s, will not exceed at any time the Total LCF3 Fund Size or the amount of the total fi
nancing of the fund (GEF financing + Co-financing).

In other words, Total LCF3 Fund Size = total financing of the fund (GEF financing +
Co financing) = Use of Proceeds + Governance & Administrative Costs + Investme
nt Fees.

Where:
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Total Expected Project Investment or Use of Proceeds is equivalent to the loan am
ount extended to the Project Developer for project implementation which is disbur
sed to final project beneficiaries (farmers, rural communities, etc..) in the form of a
grant, with a repayment of the proceeds taking the form of a volume of carbon off]
sets generated by the carbon project.

As such, the purpose of defining the term “Total Expected Project Investment” or U
se of Proceeds is solely for the sake of calculating the remuneration of the GPs w|
hich will reflect a percentage investment fee (1.5-2% p.a.) applied to the “Total Exp
ected Project Investment”, as opposed to the Total LCF3 Fund Size.

Governance & Administrative Costs reflect legal, governance, fund structuring, aud
it and administrative costs of LCF3.

Investment Fees reflect the remuneration of LCF3's GPs for services associated wi
th LCF3 fund management as well as sourcing, structuring, implementation and m
onitoring of carbon projects. The investment fee reflects a 1.5-2% per annum fee ¢
alculated on the basis of LCF3's Use of Proceeds amount.

Terms and conditions for
the financing instrument
S

LCF3's Total Expected Project Investment is calculated at LCF3 inception and, for {
he purpose of the Investment Fee, may be revised, upwards or downwards, after a
period of five (5) years according to the updated amounts constituting LCF3's Tota
| Expected Project Investment, and every two (2) year thereafter. However, if one or
more subsequent closing(s) occur before expiration of the five-year (5) period, LCF
3's Total Expected Project Investment shall be updated upon each closing and cau
se an updated calculation of the Fee.
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or inferior to the Investment Fee of LCF3’s Use of Proceeds in order to adjust to th
e fund's expected level of activity and cost ramp-up. The Fee Amount shall be subj
ect to Board approval, as part of LCF3’s annual budget approval process. It is unde
rstood, however, that over LCF3’s life, the sum of all Fee Amounts paid every year {
o the General Partner shall not exceed:

Investment Fee (1.5-2 % p.a.) x LCF3's Use of Proceeds (in € m) x number of years|
of LCF3'’s life (min. 24 years')

Note: ' The fund’s investment term is defined for 24 years with the expectation to
add in the prospectus of the fund a mechanism allowing for possible term extensi
ons of LCF3. Subject to Board approval, the first term extension may be for a maxi
mum of two (2) years, with further extensions to be approved by a general meeting
of Shareholders.

(c) Pipeline of projects:

LCF3's sourcing strategy for a pipeline of projects is based on the following princi
ples:

i) Capitalize on the Livelihoods Carbon Fund existing portfolio of projects

LCF1 and eventually LCF2 portfolio of investment projects present further opportu
nities for separate project scale-ups in the same geographies (these projects are |
ocated within a different project perimeter but are located within the same country,
or federal state) and with the same project developers. These are projects are non
etheless entirely separated, in terms of assets and liabilities, from previous LCF po|
rtfolio carbon projects. This constitutes therefore an opportunity for investors to t
ap into a pool of de-risked of carbon projects and scale-up proven investment mod
els. In fact, LCF2 has already invested in 2018 in 3 new large-scale projects in agro
forestry, mangrove & rural energy each expected to generate at least 2m carbon of]
fsets. By tapping in LCF1’s scaling-up potential, LCF2 has reached 43% of its carbo
n generation output target within its first year of investment. In practice, there are |
imitations to this investment strategy on a fund-basis driven by the capacity for sc|
ale-ups of existing projects. For example, this investment strategy effectively repre|
sents only 25% of the investment capacity of LCF2 with the remaining portfolio refl
ecting carbon projects with new project developers. Naturally, not all projects pres|
ent such scaling-up opportunities as they may be constrained by a diverse range o
f factors, such as the saturation of hectares of mangrove available for restoration
within the same geography, the lack of appetite by project developer, etc.

Terms and conditions for

tha finanainA inatriimant

i) Replicate current LCF models in other geographies
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Based on the knowledge that has been accumulated by LCF on the 3 clusters (rura
| energy, agroforestry, and mangrove & coastal habitat), LCF3 will also explore opp|
ortunities to invest in the same clusters with the same models but in other geogra
phies and with other project developers. In fact, in its second investment year, LCF
2 structured an agroforestry project in Rwanda with a Sustainable Agricultural and
Land Management (SALM) component drawing from LCF1's portfolio project expe|
rtise and an agroforestry project in India linked with a strong silk value chain.

iii) Invest in new clusters

LCF3 will also continuously explore new clusters combining high potential for carb
on sequestration/reduction and social/environmental value creation. LV's Technic]
al & Innovation team is already analyzing new investment clusters in order to achie
ve LCF3's targets, as well as processes to optimize the carbon impact on current
models. These new clusters may include for example Reduced Emissions from De
forestation and Forest Degradation (REDD+) projects, distribution of biodigesters
coupled with a SALM component or blue carbon. In principle, when investigating n
ew clusters, LV seeks projects which combine 3 main criteria: i) the conservation /
restoration of natural ecosystem; ii) the generation of positive impacts for local co
mmunities which are directly engaged into project activities; and iii) the generation
of carbon offsets in line with fund economics. As such, for example, we don't expe
ct LCF3 to finance renewable energy projects as they would have a limited impact
on engaging local project communities over the long-term.

(d)  Governance of LCF3

The Fund'’s governance will be defined to take into account the expectations of bot
h corporate and financial investors, namely:

- The protection of the interests of both Class A and Class B investors; and

- The inability/unwillingness of some investors to participate in the Fund’s Bo
ard of Directors or Investment Committee; and

- The appetite for some corporate investors as well some impact investors to
obtain a deeper perspective on the portfolio of carbon projects and reflections arg
und the projects’ design and implementation.
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Terms and conditions for
the financing instrument
S

@ Board of Directors of the Fund to set the strategy of the Fund and control its m

@ Fund Manager (AIFM), is a regulated entity, appointed by the Board of Director

)

The governance of LCF3 is therefore expected to include the following:

Investment Committee is a body of the Fund Manager in charge of examining t

Investment Advisor (Livelihoods Venture) to source and implement the project

Advisory Committee, including the investors and Livelihoods Venture, to advis

anagement;

s, to manage the Fund. He is in charge of the management of the Fund, in
line with the strategy set out by the Board of Directors and the prospectus,
and under the control of the Board of Directors. The Fund manager is in ch
arge of i) management of the assets of the Fund, ii) management of the F
und; and iii) administration of the Fund;

he investment projects of the Fund and approving or rejecting them, after|
obtaining the advice from the Advisory Committee on such projects, as w
ell as monitoring the implementation of the investment projects of the Fun
d. The Fund Manager appoints the members of the Investment Committe
e which shall include 1-2 Fund manager representative(s), 1-2 representati
ve(s) of the Investment Advisor (Livelihoods Venture) to ensure a strong ¢
ompetence within the Investment Committee and possibly 1 independent
member, if deemed relevant. The Investment Committee takes decisions b
y consensus, provided, that in any event, no investment decision could be i
mposed on the Fund Manager’s representatives at the Investment Commit
tee;

s upon decision of the Fund Manager;

e the Fund Manager and its Investment Committee. Cl as the GEF agency,
will sit on the advisory committee and will follow the standard of care as r
equired under the Financial Procedures Agreement;

Risk Management Officer;
Administrator of the Fund; and

Depositary and Paying Agent of the Fund.
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[1] NOTE: While the Livelihoods Carbon Funds include carbon avoidance activities through rural energy /
cookstove initiatives, GEF funding will not be directed towards this cluster of projects.

[2] IPCC. 2019 Climate and land: an IPCC special report on climate change, desertification, land degradation,
sustainable land management, food security, and greenhouse gas fluxes in terrestrial ecosystems. See
https://www.ipcc.ch/report/srccl/

[3] Nathalie Seddon, Alexandre Chausson, Pam Berry, Cécile A. J. Girardin, Alison Smith and Beth Turner.
2020. Understanding the value and limits of nature-based solutions to climate change and other global
challenges. Phil. Trans. R. Soc. B37520190120. See
https://royalsocietypublishing.org/doi/pdf/10.1098/rstb.2019.0120

ANNEX B:
Instructions. Please submit a reflows table as provided in Annex B of the NGI Program Call for Proposals. Any financial returns/gains/interests
earned on non-grant instruments, will be transferred to the GEF Trust Fund as noted in the Guidelines on the Project and Program Cycle Policy.

Partner Agencies will be required to comply with the reflows procedures established in their respective Financial Procedures Agreement with the
GEF Trustee.

Annex B: Reflows table

Instructions. Any financial returns/gains/interests earned on non-grant instruments, will be transferred to the GEF Trust Fund as noted in the Guidelines on

the Prg/ect and Program Cycle Po/ic?_/. PartnFﬁ Agencies will be required to comply with the reflows procedures established in their respective Financial
Procedures Agreement with the GEF Trustee.

Item Data Item Data

https://gefportal.worldbank.org 95/98


file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200420%20LV%20Financial%20Annexes%20for%20GEF%20NGI_AB_LV%20edit.docx#_ftnref1
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200420%20LV%20Financial%20Annexes%20for%20GEF%20NGI_AB_LV%20edit.docx#_ftnref2
file:///D:/Documents%20and%20Settings/jguarino/Downloads/20200420%20LV%20Financial%20Annexes%20for%20GEF%20NGI_AB_LV%20edit.docx#_ftnref3
https://royalsocietypublishing.org/doi/pdf/10.1098/rstb.2019.0120

5/7/2020 WbgGefportal

GEF Project Number 10500

Estimated Agency Board approval date TBD

Investment type description Equity Investment
Expected date for start of investment Q1 2021

lAmount of investment (USD GEF funds) 15,000,000 total amount requested

13,461,468 to be invested after Agen
cy fees and PPG amount.

Amount of investment (USD co-financing) $ 111,031,000 million
Estimated interest rate/return > 5%

Maturity 20 years

Estimated reflow schedule Please refer to below graph A which

assumes a purchasing price per carb

on offset of $6.15 and 10% loss in ca

rbon offset volumes (haircut in LCF3

performance) in line with low case sc

enario of above-mentioned return sen
sitivity analysis

Repayment method description Monetized carbon return
Frequency of reflow payments Annual dividend distribution
First repayment date 2023[1]

First repayment amount $ 0.693 million

Final repayment date 2040

Final repayment amount $ 0.865 million

Total principal amount to be paid- reflowed $ 13.461 million

to the GEF Trust Fund

Total interest/earnings amount to be paid-re $ 1.8 million
flowed to the GEF Trust Fund
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Graph A : Reflow Schedule
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[1] First repayment date corresponds to first carbon verification, even though LCF3 would have been generating carbon prior to that date.

ANNEX C:

The GEF Agency submitting the PIF or PFD is required to respond to the questions in Annex C of the NGI Program Call for proposals in order to
demonstrate its capacity and eligibility to administer NGI resources as established in the Guidelines on the Project and Program Cycle Policy,
GEF/C.52/Inf.06/Rev.01, June 9, 2017 (Annex 5).

Ability to accept financial returns and transfer from the GEF Agency to the GEF Trust Fund; Conservation International (Cl) has ability to receive financial
returns and to transfer such returns to the GEF Trust Fund. Cl is currently managing one GEF-6 Non-grant Instrument. We have established a segregated
GEF bank account to receive funding from the GEF and from grantees and NGI beneficiaries. Further, our accounting system transparently tracks cash

https://gefportal.worldbank.org 97/98
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inflows by source, by type of inflow, and by GEF project.

Ability to monitor compliance with non-grant instrument repayment terms; Cl is able to monitor the compliance of Non-grant Instruments
through contractual terms in agreements with NGI beneficiaries, financial and technical site visits, full audit reports, structured reporting requirements
built into quarterly financial and impact reports and analytic reviews thereof.

Capacity to track financial returns (semester billing and receiving) not only within its normal lending operations, but also for transactions across trust
funds; Cl has the capacity to monitor financial returns of NGI recipients and implements this oversight in various ways depending on the nature of

the NGI. In general, Cl will evaluate the projected /anticipated cash flow from NGlIs based on their business plan, develop a pro forma repayment schedule
with the recipient, monitor actual results against projections and ensure timely collection of reflows via the monitoring procedures described above. In
addition, Cl's accounting system and procedures enable us to track and report on inflows and outflows across each project and by GEF Trust Funds.

Commitment to transfer reflows twice a year to the GEF Trust Fund; During the PPG phase, Cl will work with project proponents to define a suitable
schedule of payments. However, Cl can establish reflow repayment schedules with the NGI recipients, require semi-annual repayment of reflows to Cl and
remit amounts collected along with relevant support to the GEF Trust Fund on a semi-annual basis.

And, in case of NGl for private sector beneficiaries:

Track-record of repaid principal and financial returns from private sector beneficiaries to the GEF Agency. Cl will employ the methods described above to
track and record NGl principal and financial returns. Cl's GEF Agency currently has one NGI (equity/investment fund) in its portfolio, which is still in its
investment period and as such has not started to distribute fund proceeds to the investors. However, Cl has implemented several NGI programs

over its history. Cl has engaged in over 100 deals, totaling $30 million in responsibly invested eligible sustainable enterprises through Verde Ventures, and
more recently through Cl Ventures has continued to successfully implement NGls, secure repayment of principal and interest.

And, in case of concessional finance for public sector recipients: Track-record of lending or financing arrangements with public sector recipients; g)
Established relationship with the beneficiary countries’ Ministry of Finance or equivalent.

Cl has supported public sector entities mainly through grants and have established strong relationships with governments through our country programs.
The NGls that Cl is proposing would be established with private sector beneficiaries and do not involve concessional finance directly to governments.

https://gefportal.worldbank.org
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