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The LDN (Land Degradation Neutrality) adoption in 2015 as a Sustainable Development Goal (SDG 15,
target 15.3) and as a means of implementation of the United Nations Convention to Combat
Desertification (UNCCD) gave a priority to this subject within the international agenda. However, in
order to carry out this goal it is necessary to mobilize important financial resources. Nonetheless,
there is no financial mechanism allowing to fund this LDN goal which requires a long term
investment. Indeed, existing funds do not invest in this kind of projects which can turn out to be very
risky and public donors have rather an inclination towards investing in the short or in the medium
terms (between one to five years). The LDN Fund (LDNF) is therefore an innovative idea dictated by a
difficult financial context and which should fill this void thanks to the mobilisation of necessary
means to restore degraded lands and to promote sustainable land management (SLM) practices.

In 2014, under the UNCCD whose it is a subsidiary mechanism, the Global Mechanism (GM) launches
the idea of creation of a fund in order to fund LDN goal.

About fifteen enterprises reply to the call of tender released by the GM and in December 2015,
Mirova, a Natixis Asset Management subsidiary created in 2012 and dedicated to responsible
investment, is selected.

The first semester of 2016 is devoted to a feasibility phase in order to study the fund integration
within the actual market and to make an inventory of the needs. This phase concluded in June 2016
by the market study’ publication gives an overview of LDN investment possibilities. Following this
market study, Mirova started to develop LDNF guidelines. Mirova organized also few meetings with
different stakeholders whose civil society in order to refine their strategy and to adapt the fund
characteristics according to the numerous critics made.

Civil society position

After a first civil society information in France via the UNCCD Executive secretary Mrs. Barbut in July 2015,
Mirova received in March 2016 French civil society representatives in order to present the fund and to receive
opinions on it. Civil society noticed numerous points to clarify or to improve in the fund establishment:

¢ How to ensure that eligibility criteria corresponding to the contribution to LDN take in account investment
benefits on environment and social levels?
¢ At the implementation level, who will choose land use and restoration methods (investors, project

managers or land users) in order to preserve local and traditional skills?

! Mirova and the Global Mechanism (June 2016), Unlocking the market for land degradation neutrality, 43
pages.
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¢ What farming systems will be considered (subsistence or commercial farming? etc...)?

. How transparency and accountability will be integrated to the fund?

e Will there be any means of recourse against the fund decisions (in order to reconsider some projects)?

* How will be organized the monitoring and reporting of effected investments and what will be the impact
measures selected in order to evaluate the contribution to LDN for each project?

*  What scientific and technical support is planned to the different fund components?

¢  What is the planned intensity between public and private capitals?

e What civil society participation to projects developments?

* Caninvestment length be extended given the time necessary to SLM or restoration projects?

Fund financing: The fund is based on a public-private partnership; it will associate private
(foundations, Investment Company, etc...) and public actors (international and multilateral financial
institutions, donors, etc...). Private actors will be mainly mobilised thanks to possible returns on
investments in this sector. According to Mirova and the GM, “the adoption of SLM practices alone
could generate up to US$1.4 trillion in increased production value”. Public actors are mainly
mobilised in order to insure investment risks associated with these kinds of long term projects.
Indeed, public capitals come in support to private ones in order to “un-risk” them which means that
it is public capitals which will take the first loss. For this purpose, it will represent around the third of
funding for each project. The setting up of SLM or degraded land restoration projects needs a long
and flexible investment length, the fund plans therefore a long term financing (between 10 to 15
years) with taking into account periods without income.

Objectives: The fund aims to invest in numerous sectors contributing to LDN: land restoration,
sustainable farming and forestry. To this end, three kinds of structures will be targeted: forest
concessions, agricultural cooperatives and family farming.

Eligibility, monitoring and reporting criteria: There are numerous eligibility criteria for projects

which will be selected by a pool of experts who will have to justify their decisions:

1. Projects must contribute strongly to LDN by respecting international environmental and
social standards (such as the percentage of women involved, the number of restored
hectares, the tons of sequestered CO2, etc...);

They must be able to evolve and to be replicated in order to maximise their impacts;
They must allow to generate returns on investment;

4. People carrying on projects must be disposed that their projects could be possibly taken in

charge by the Technical Assistance Facility (TAF).

Indeed, a TAF should be created in order to strengthen some investment projects in their
institutional structure, market study or compliance with environmental and social standards. It could
also assist local banks in order to encourage small scale investments. For this purpose, a fund

% Mirova and the Global mechanism (June 2016), White Paper: Land Degradation Neutrality Fund project, p.3.
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window will be dedicated to small scale projects and to small and medium enterprises (SME).
Partnerships will be formed with local banks in order to implement meso and micro finance
mechanisms to reach small producers such as with the ‘Crédit agricole’ of Morocco.

Contribution to LDN constitutes an eligibility criterion but also a useful impact measure to evaluate
projects. In order to study the contribution of each project to LDN, Mirova selected the indicators
developed by the SPI (Science Policy Interface) which are land cover change, land net primary
productivity and soil organic carbon stocks. Operational indicators will be then developed in relation
to the current LDN target setting program.

Fund transparency and accountability: A consultative group composed of different LDN stakeholders

could advise Mirova and then the investors in the fund establishment and their actions. A seat within
this group will be saved for a civil society representative from the accredited CSO panel. Moreover, a
complaints mechanism will be created in order to control the fund governance and actions in the
field. Transparency will be promoted even if a certain amount of investments confidentiality will be
preserved.

Currently the fund runs late. It should have been operational in the late 2016. It remains some
investors to convince in order to gather the 300S million necessary to its launch. It is planed that it
will be operational for the COP 13 in September 2017.

Challenges identified by civil society

Yet, some points remain contentious for civil society and need to be taken in account during the fund setting
up:

1. What future for land users and beneficiaries during restoration periods which take at least five years? How
their rights will be taken into account? How can they fulfil their needs on these periods without any
incomes? To date, this problematic has not been studied by Mirova whereas it appears essential in the
fund development.

2. The agriculture aimed by this fund seems to be mainly commercial because it appears less risky on areas
relatively important. Consequently, a problem arises on the fund action framework which seems not much
adapted to arid regions where small scale subsistence farming is very majority or, otherwise, it risks to
create parallel economy which will not focus on vulnerable people aimed by the UNCCD. If the fund should
invest mostly in developing countries (80%3), today it does not seem able to channel the funds towards
arid regions whereas it has been ordered by the GM, an UNCCD mechanism which has for mandate to act
within dry areas and especially in Africa. This fund answers therefore to a financial void which could
implement the LDN target within the SDG framework but it does not seem to be the solution to implement
LDN in the UNCCD affected geographical areas. On this point, the relevance of this fund mandated within
the framework of the UNCCD is questioned.

* Mirova presentation by Gautier Queru during Desertif’Actions 2017 on the 27" of June 2017.
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3. Expected returns on investments within the scope of the fund projects can encourage land grabbing
strategies or, at least, a new grid of land market value, with the risk to move beneficiaries, the least
prepared to negotiate, aside. It is therefore recommended to the fund to solicit signatories’ enterprises of
the FAO voluntary guidelines on the responsible governance of tenure of land and to make sure of the land
status of land aimed by investment projects. Numerous provisions seemed to be planned by the fund
about this subject such as the fact to rely on FAO guidelines. However, it is during the effective
implementation of actions that the proposed theory will be confirmed. The consultative group will have
there a role more than major to play.

4. Finally, if selected indicators are relevant, they do not seem adapted to the totality of territories. For
illustration, it proves to be difficult to measure efficiently stocks of organic carbon in arid areas soils. It
would seem more consistent to be based on good practices in order to evaluate investment projects
according to territorial contexts.

If the LDNF does not benefit in the first place the very small producers who are as many land
craftspersons, it will miss a part of its objectives.

v' GDT (23 July 2015), Compte-rendu de la rencontre entre les OSCs et Monique Barbut, Secrétaire
exécutive de la Convention des Nations Unies de Lutte contre la Désertification, sur le projet de
Fonds pour la Neutralité dans la Dégradation des Terres, 8 pages.

v' GTD (2015), A land degradation neutral world? Some insights from civil society..., 5 pages.

v' Mirova and the Global Mechanism (2015), Land degradation neutrality fund: an innovative
investment fund project, 14 pages.

v" Mirova and the Global Mechanism (June 2016), Unlocking the market for land degradation
neutrality, 43 pages.

v" Mirova and the Global Mechanism (June 2016), White Paper: Land Degradation Neutrality Fund
project, 8 pages.

v/ UNCCD CSOs (2015), Financing LDN: what makes sense?, 4 pages.
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