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	Acronym
	Term

	AR24
	Annual Review 2024

	BII
	British International Investment

	CoP
	Community of Practice

	DC
	Development Contribution

	DD
	Due Diligence

	DFI
	Development Finance Institution

	DESNZ
	Department for Energy Security and Net Zero

	E&S
	Environmental & Social

	GCF
	Green Climate Fund

	FCDO
	Foreign Commonwealth and Development Office

	FMO
	Dutch Entrepreneurial Development Bank

	HMG
	His Majesty’s Government

	ICF
	International Climate Finance

	IFC PS
	International Finance Corporation Performance Standards

	IFU
	International Forests Unit

	LCIP
	Learning, Convening and Influencing Platform

	NFM
	Natural Forest Management

	ODA
	Official Development Assistance

	P4F
	Partnership For Forests

	TAF
	Technical Assistance Facility

	VfM
	Value for Money
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	Title: Mobilising Finance for Forests

	Programme Value £ (full life): up to £200 million (UK funding); approx. £25 million (Dutch government funding)

	Review date: January to December 2025

	Programme Code: GB-GOV-13-ICF-0040-MFF
	Programme start date: 15 Feb 2021
	Programme end date: 
2038



	Year
	2021
	2022
	2023
	2024
	
	
	
	

	Overall Output Score
	A
	A
	A
	A
	
	
	
	

	Risk Rating 
	Major
	Major
	Major
	Major
	
	
	
	



	Link to Business Case: 
	Business case 

	Link to Logframe: 
	Logframe


	Link to previous Annual Review (if appropriate)
	MFF Annual Review 2024
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Mobilising Finance for Forests (MFF) aims to increase private investment in activities which combat deforestation and reduce environmentally unsustainable land use practices in tropical forest regions that contribute to global climate change. It is the UK’s first large-scale blended finance ICF programme in this sector. MFF invests in projects that create value from standing forests and/or incorporate forest protection and restoration into sustainable forms of agricultural production to demonstrate their commercial viability. 

FMO, the Dutch Development Finance Institution (DFI), is the delivery partner. They will invest most of the capital into investment funds which meet the geographical and sectoral mandate, but they will also build a portfolio of direct investments. FMO will invest three types of funding: 

· Capital investment: At least 75% of spend will be concessional capital provided via concessional equity or debt to de-risk funding structures and mobilise additional DFI or private sector investment. Funds selected will invest in underlying investee projects, through equity, debt, or other financial instruments, and demonstrate that those projects are commercially viable at scale. For direct investments, FMO will invest equity, debt or other financial instruments directly into projects.
· Development Contributions: Fund Managers, including FMO, will be able to use up to 20% of MFF capital as Development Contributions to help convert marginally commercially unviable investee projects into viable projects by developing them from the stage of pre-feasibility to bankability. This will directly improve the quality of their investment pipeline and increase the number of viable projects in which they can invest. Contributions will be fully repayable if projects successfully reach financial close or other agreed milestones such as becoming cashflow positive. 
· Technical Assistance: Up to 5% of the total budget will be available as a grant for the Technical Assistance Facility to 1) support the replication and commercial scale-up of investments and 2) to convene key stakeholders to share knowledge, lessons, data and blueprints with the wider investment community operating in this space. MFF has contracts with two service providers to deliver technical assistance activities.
MFF targets countries with high stocks of tropical forests and has a strong focus on the largest remaining primary tropical forests (the Amazon, Indonesian and Congo basins). Tier 1 countries include Brazil, Colombia, Peru, Ghana, Ivory Coast, Republic of Congo, Democratic Republic of Congo, Gabon, Indonesia and Malaysia, which collectively will receive at least 50% of the funding. Tier 2 countries include Ethiopia, Kenya, Tanzania, Mozambique, Zambia, South Africa, India, Myanmar, Thailand, Laos, Cambodia, Vietnam, Philippines. While not included in the original Business Case, we approved in 2025 an investment in Madagascar, which should now be included in the list of Tier 2 countries, as we track % allocation between the two tiers.

[bookmark: _Toc227234239]Summary of progress and supporting narrative for the overall score [1/2 page]

MFF is awarded an A score. In its fifth year of operation, the programme has continued to deliver strongly across all three outputs, with several indicators exceeding their 2025 cumulative targets. The programme has now deployed over USD 100 million in concessional capital, crossing a significant milestone. During the year, three new investments were formally closed: EcoEnterprises Fund IV (USD 15m); the Responsible Commodities Facility – Brazil (USD 10m); and the USD 0.85m Development Contribution to launch the CrossBoundary Fund for Nature. Together, these additions strengthen MFF’s blend of fund and direct investments, each combining commercial structures with measurable climate, biodiversity and social outcomes. 

The portfolio has now mobilised USD 536.94m in private finance (USD 472.6m via TRF, USD 28.44m via EcoEnterprises Fund IV, USD 25.3m via RCF, USD 10.60m via &Green) and has raised USD 409.55m in co‑financing and mobilised USD 169.20m at the fund level, a strong signal that blended finance is starting to work effectively in this sector. Direct‑level mobilisation is below the 2025 target (USD 3.5m vs USD 15m). This reflects a portfolio emphasis to date on fund vehicles over direct company investments.

The Learning, Convening and Influencing Platform (LCIP) gained significant traction, especially through widely used knowledge products such as the ESG Guide for Forestry Investments, and work on deforestation‑free supply chains. Convening efforts brought together investors, corporates, and governments, culminating in promising developments such as the Palladium–Investors for Purpose partnership. 

Partnership with the Dutch government also deepened: the USD 33.5m Dutch contribution is now fully operational under a new MoU, strengthening MFF’s multi‑donor platform and positioning it for future expansion to future donors. Progress within FMO has also been notable, with enhanced capacity and the ambition articulated in its 2030 Forestry Strategy (up to EUR 1bn commitment to FSLU by 2030), providing confidence in long‑term delivery capabilities.

An initial programme evaluation and biodiversity report were published in Q2 2025. The Initial Programme Evaluation concluded that MFF is broadly aligned with its strategic objectives, with a portfolio that is relevant to the Forests and Sustainable Land Use (FSLU) context and well designed to deliver additionality through concessional capital. The evaluation highlighted generally effective programme management by FMO, while recommending improvements in pipeline diversification, more proactive early stage engagement between FMO and the UK team, and stronger integration of learning into strategic decisions. It emphasised a need to refine processes, strengthen monitoring systems, and ensure that the programme remains coherent with UK objectives as the portfolio grows which were taken into account in the AR2025 recommendations. 

The Biodiversity Positive Impact Study concluded that credible biodiversity impact requires georeferenced data, baselines, counterfactuals, and long-term monitoring, all of which are often absent or inconsistently applied across the sector. Funds and projects typically treat biodiversity as a co-benefit rather than a revenue driver, meaning impact is undermeasured unless supported by dedicated technical assistance. The study recommended that MFF adopt clearer biodiversity frameworks, strengthen verification through standards such as FSC/CCB/Plan Vivo, and invest in TA for geospatial analysis and monitoring systems so that biodiversity shifts from being a risk screening exercise to a positive impact objective within MFF investments. The MFF programme will look to build on this in future.

Outcome indicators show positive directional progress: 312,539 hectares under sustainable forest and agricultural management (up from 207,232 in 2024), 41,539 jobs supported, and 38 private investors now invested in MFF-backed funds against a target of ~9 for 2025. 

The KPI15 assessment (transformational change) achieves a score of 4 (on a 1-5 scale), an improvement from 2021-2024, reflecting sustained but not yet scaled transformational impact. 
[bookmark: _Toc227234240]Progress against recommendations from the last review

	Recommendation
	Progress

	Mobilisation and impact strategy: as identified in the evaluation, FMO should review how different sub-sectors, project types, and asset classes could match the financial and impact objectives of different types of investors to inform the overall strategic investment approach. FMO and UK should consider how to leverage the LCIP to support matchmaking and convening around specific strategies and with specific investors.
	Achieved. 
High level investor mapping is done and was presented at the half-year meeting in December 2025. Further deep dives into key investor segments (pension funds, family offices, etc.) will continue 
over the next year.

	Strategic governance: as identified in the evaluation, the UK and FMO should look to formalise decision-making and refine the UK’s role in early-stage investment decisions. To facilitate this, there should be a review of the overall investment processes at the annual meeting where changes or improvements can be identified.
	Achieved. 
Discussed during the 
Annual Meeting and agreed 
changes have been reflected in the 
updated Contribution Agreement

	Multi-donor operations: FMO, UK and NL to develop an MoU to integrate the NL contribution into MFF. 
	Achieved. 
MoU has been 
finalized in November 2025.

	Operations: Finalise amendments to the Contribution Agreement to reflect the UK’s planned uplift in its contribution, the shift to a multi-donor fund and operational improvements.
	Achieved. 
Updated Contribution 
Agreement has been finalized in 
November 2025.

	Stakeholders. Working alongside the LCIP and NL, the UK and FMO, should work on a joint stakeholder engagement plan that sets out key priorities and milestones for 2025 and beyond, including potential announcements in 2025 that will showcase ambition and highlight MFF’s role in delivering impact. FMO and LCIP should ensure that it is clear in all comms/engagement with potential investees and other partners regarding the role of donor funding within the programme, and should ensure at least one UK representative is invited to appropriate LCIP-led events. LCIP should ensure the UK has clear notice of upcoming events, being informed when they are scheduled.
	Achieved. LCIP workplan – including 
stakeholder engagement plan for 
2025 – was shared and co-created 
with UK, with priority events and 
messages agreed (e.g. LCAW, 
NYCW, GIIN and COP30).

	Stakeholders. The UK should engage further with other donors to seek a contribution to MFF. (Rolled over)
	Ongoing. FMO continues to see potential in additional donor governments as 
potential future funding partner. 
Planning to conduct wider analysis 
on funding landscape in 2026.

	Stakeholders. The UK and FMO should ensure that MFF and the UK-funded Phase 2 of the “Investments in Forests and Sustainable Land Use” (IFSLU2) (as well as Phase 2 of P4F) are joined up and communicating effectively with each other. Existing governance arrangements should be reviewed to ensure synergies are being leveraged appropriately.
	Ongoing. 
Continuous engagement between 
the teams is taking place, including 
strategic alignment meeting on 
IFSLU2-MFF, a step-back meeting 
in Q3 as well as a dedicated 
session on synergies during the half-year meeting in December 2025.

	Operations and strategy: As identified in the evaluation, the UK and FMO should review and refine MFF’s Technical Assistance Facility for advisory services (TAF component 1) and learning partnerships (LCIP) to address challenges, further sharpen the thematic focus of the learning platform and develop closer institutional linkages with other programmes. If necessary, additional governance arrangements and/or communication flows should be considered to ensure timely flow of key information on TAF and LCIP.
	Completed – changes to the 
TA mandate are captured in 
the amended Contribution 
Agreement.

	Development contributions: Consider how to facilitate a greater number of DC deals to improve investment pipeline and test innovative models in challenging geographies and novel sectors. 
	Completed – MFF Team has  
added capacity on the TA 
function, funded by a portion 
of the MFF TAF budget, to 
create more capacity to 
execute DCs

	Logframe: Consider tracking the impact from Development Contribution from 2025 onwards.
	Completed – impact tracking 
on DCs has been implemented 
as of 2025 reporting year and are included in 2025 LogFrame reporting.

	ToC review and evaluation: Reflecting on the ToC recommendations in the Evaluation, the UK and FMO should consider how to address the gaps in the evidence base. Consider how to use the evaluation framework funding to commission new research.
	Postponed. UK and FMO teams have decided it is too early stage to commit additional evaluation resources to this as the MFF portfolio is maturing/growing and will re-evaluate this towards the latter end of the programme.


	Policy: MFF should monitor evolving policy around carbon and biodiversity markets, review guidance, and discuss them regularly to align with industry best practice. Programme teams should consider whether the MFF principles need to be updated. This links to investment decisions on the type of carbon-only projects that are pursued in the pipeline (Rolled over)
	Rolled over. Ongoing exercise which will 
continuously be discussed 
with funding partners. 
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	Recommendation
	Deadline

	1
	DC International Evaluation: FMO to produce an internal lessons learned report on DC deployment to date, covering the full DC portfolio including transactions that have faced difficulties, to be shared and discussed with IFU. The report should draw out key lessons on what has worked, what has not, and why, with the aim of improving future DC deployment and portfolio monitoring. 

	Q4 2026

	2
	DC process review. Following discussion of the lessons learned report, FMO and IFU to jointly review whether any changes to DC origination, structuring or portfolio monitoring processes are warranted in light of the findings. The outcome of this review, whether it recommends adjustments or affirms the current approach, should be documented and shared with IFU, with progress reported at the December 2026 half-year meeting.

	Q4 2026 (Half Year meeting)

	3
	LCIP thematic focus. Following the external evaluation of the LCIP planned for Q3/Q4 2026, FMO and IFU should review the LCIP's thematic focus areas, setting out priority topics, target audiences and intended market-shaping outcomes for the following year, to be agreed with UK and NL.
	Q1 2027

	4
	Biodiversity impact measurement: FMO and IFU to commission a scoping exercise to understand how biodiversity impact can be measured across MFF's portfolio, or a representative sub-set of it, using TAF funding. A service provider should be in place and initial scoping underway by Q4 2026, building on the findings of the 2025 Biodiversity Positive Impact Study and existing work by FMO's E&S team.  

	Q4 2026

	5
	KPI 8 methodology transition. IFU to agree the appropriate treatment of the 2025 KPI 8 figure for HMG results collection, and to develop a clear narrative explaining the transition from the legacy approach to the revised counterfactual-based methodology. 
	Q2 2026

	6
	Management fees RDEL/CDEL accounting treatment. IFU Finance to resolve the classification of FMO management fees under IFRS9, drawing on precedent from comparable ICF programmes. Confirm whether existing ICF RDEL underspend provides sufficient cover in FY26/27, and agree a plan for managing the position in subsequent years.
	Q3 2026

	7
	Policy: (rolled over from last year) MFF should monitor evolving policy around carbon and biodiversity markets, review guidance, and discuss them regularly to align with industry best practice. Programme teams should consider whether the MFF principles need to be updated. This links to investment decisions on the type of carbon-only projects that are pursued in the pipeline (Rolled over)
	Ongoing exercise which will 
continuously be discussed 
with funding partners. 






	[bookmark: _Toc227234242][bookmark: _Hlk110858960]Section B: Theory of change and progress towards outcomes 
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MFF’s Theory of Change (ToC) was developed in 2022 to replace the original business case ToC, and refined in 2023 and 2024 to reflect the evolving portfolio. It remains unchanged for 2025. The core logic holds that concessional capital, development contributions and technical assistance, deployed through FMO across the FSLU sector, can reduce investment risk sufficiently to attract commercial and DFI co-investors at scale, thereby driving increases in land under sustainable management, avoided deforestation, GHG emission reductions, and jobs for forest-dependent communities. Ultimately, this is expected to contribute to a reduction in deforestation rates in priority tropical forest landscapes (Impact/ICF KP15). The ToC is structured around three outputs (Development Contributions, Capital Investment, Technical Assistance Facility) feeding into an intermediate outcome (increased finance mobilisation and investment replication), three outcomes (sustainable land management; improved livelihoods; mainstreaming of private investment), and the overarching impact.

The 2025 programme evaluation confirmed the ToC logic remains broadly valid and that MFF is well-designed to deliver additionality through concessional capital. Portfolio performance, in particular TRF's success in mobilising over USD 600m in total fund commitments, directly validates the core blended finance assumption: that anchor concessional investment catalyses commercial follow-on capital at meaningful scale. The key ToC assumptions under scrutiny in 2025 are: (l) whether other DFIs are being sufficiently incentivised to act; (m) whether demonstration of success is crowding in private investors; and (p) whether enough projects are reaching financial close across sufficient geographies to generate landscape-level impact. Evidence on all three is strengthening but remains concentrated in Latin America, which is a structural risk to the ToC's geographic diversification assumption.

No changes to outcome or impact statements or indicators have been made in this review period. Targets at outcome level have been remodelled to reflect Phase 2 (UK extension and Dutch MFA contribution), and the logframe now encompasses both Phase 1 (original UK funding) and Phase 2 (top-up + NL) trajectories from 2025 onwards.


[bookmark: _Toc227234244]Progress against the expected outcomes and impact, and actions planned for the year ahead 
 
Progress towards long-term impact remains on a positive trajectory, though the programme is still in the growth phase of its investment cycle and outcome-level results, particularly for environmental KPIs, continue to be subject to reporting lags and methodological refinement. The following summarises performance against each outcome indicator.

Impact (KPI 15 — Transformational Change): The 2025 KPI 15 assessment records a score of 3.75, consistent with prior years, however this year is rounded to 4 in light of updates to KPI 15 guidance. 

FMO's position is that MFF merits a score of 4 across all four criteria (capacity and capability, leverage/incentives, scalability, and sustainability), on the basis that fund-level mobilisation and market-building effects already demonstrate strong evidence that transformational change is likely. DESNZ's MEL assessment is more cautious: while acknowledging strong progress on capacity, leverage and scalability, it judges that the sustainability criterion cannot yet be robustly evidenced. Key sustainability indicators, investee IRRs, loan repayments and fund exits, will only be demonstrable at or near the end of the investment cycle, and cannot be assessed at Year 5. On that basis, the analytical position lands at approximately 3.75, which rounds up to 4 under the latest ICF KPI 15 guidance. Given the prior agreement not to revise the KPI 15 methodology until 2028, and the fact that KPI 15 does not affect the AR output score, it is more consistent to apply the existing method than to adjust it to reach a 4 for the sustainability criteria at this stage.

It should, however, be noted explicitly that the current sustainability metrics are structurally misaligned with the timing and structure of blended finance programmes: under the existing methodology, MFF is unlikely to achieve a score of 4 on sustainability until late in the programme lifecycle, regardless of the strength of earlier-year performance. This risks under-recognising genuine progress. This structural issue should be considered as part of the planned KPI 15 methodology review in 2028. 

Overall, outcome-level progress in 2025 is positive, with the programme's most significant mobilisation indicators substantially exceeding targets and environmental indicators tracking broadly on trajectory. The standout result is private sector investor mobilisation at fund level: 38 private investors are now invested in MFF-backed funds against a 2025 target of ~9, private finance mobilised at fund level stands at USD 536.94m against a target of USD 202m, and public finance co-financed and mobilised at fund level reaches USD 409.55m against a target of USD 56.84m. These figures, driven primarily by TRF's USD 600m+ total fundraise and EcoEnterprises Fund IV's growing investor base, provide the strongest available evidence that MFF's blended finance model is working as intended. Land under sustainable management (KPI 17) also exceeds its 2025 target at 312,539 ha against a target of 264,130 ha.

Jobs supported (41,539 against a Phase 1+2 combined target of ~100,656) and GHG emissions avoided (approximately 16.96 million tCO2e against a target of 17.67 million tCO2e) are both below or at the lower bound of their 2025 targets, though both reflect structural timing issues, reporting lags, portfolio immaturity, and the one-year snapshot methodology, rather than underlying delivery failure. GHG emissions are expected to grow materially as the 2023–25 investments scale up. On jobs, however, the challenge is more structural: when targets were set, assumptions about job creation proved overly ambitious. It has since become clear that FSLU business models (forest conservation and restoration, plantation forestry, deforestation-free supply chains) are inherently land and capital-intensive rather than labour-intensive, and tend to support fewer direct jobs per unit of capital deployed than other sectors. The current target is unlikely to be met. UK and FMO have agreed to maintain the existing jobs target through to the end of the investment period in 2028 in the interests of consistency and accountability, with a dedicated review at that point to assess whether job-related targets remain appropriate in light of the programme's experience and portfolio composition. Project-level private finance mobilisation also remains significantly below target (USD 3.5m against USD 15m), consistent with the portfolio's emphasis on fund vehicles over direct investments to date; this is unlikely to resolve without deliberate action to build the direct investment pipeline.

The most significant analytical issue heading into 2026 is the KPI 8 methodological transition: the programme is moving from a legacy approach (which effectively measured land under management rather than ecosystem loss truly avoided against a counterfactual) to a revised, more rigorous framework being embedded in FMO customer contracts from 2026 (see section below on Logframe updates for more details). This will cause reported KPI 8 figures to reduce dramatically, early indications suggest from millions of hectares to tens of thousands.

[bookmark: _Toc227234245]Logframe updates since the last review [1 paragraph]

Three categories of change have been made to the logframe since AR24, reflecting: (i) Phase 2 target incorporation; (ii) methodological improvements to KPI 8 reporting; and (iii) minor technical corrections.

Phase 2 target incorporation: The logframe now reflects the full Phase 1 + Phase 2 programme envelope, incorporating UK Phase 1 (original £152m), UK Phase 2 (£48m extension), and NL Phase 2 (USD 33.5m Dutch MFA contribution). Outcome and intermediate outcome targets from 2025 onwards are presented as combined Phase 1+2 totals. ICF KPI milestones have been scaled proportionately to reflect the increased programme size. This is consistent with the approach agreed in AR24.

KPI 8 — Avoided deforestation methodology: The most significant logframe change in this review period relates to KPI 8 reporting methodology. A review of FMO's existing approach identified that customers (each fund) had been reporting in a way that was more consistent with KPI17 (total area under sustainable management) than KPI 8 (ecosystem loss avoided). 

The fundamental distinction is that KPI 8 requires a counterfactual: customers must demonstrate that deforestation would have occurred in the absence of the investment, by establishing a baseline deforestation rate for the relevant forest type and jurisdiction and calculating the area preserved relative to that credible counterfactual trajectory, where the retained habitat also remains in a functioning, non-degraded state. Without this, reported figures risk including land that was never meaningfully at risk of conversion, materially overstating avoided deforestation impact. In practice, this methodology will not be applicable to all MFF investments, particularly fund structures where the underlying pipeline is not fully known at the point of first reporting, and any counterfactual assessment involves inherent uncertainty. IFU and FMO will work together to identify which investees can meaningfully report against this indicator, with coverage and limitations set out transparently in future reviews.  This explains why the 2025 reported KPI 8 figure (3.185 million ha) is expected to reduce significantly in future reporting cycles as the revised methodology is applied, in one early projection, available data for only two funds under the revised approach totalled approximately 21,000 ha, compared to millions under the legacy approach.

FMO and DESNZ have agreed that: (a) FMO will require customers to provide a one-off methodological note in the first year of reporting, explaining how their KPI 8 figure is calculated against a credible counterfactual; (b) only the annual hectares figure is required in subsequent years; (c) alternative methodologies are acceptable provided the rationale is documented; and (d) disaggregation by ecosystem type, pressure removed and ecosystem condition will be requested on a best-endeavours basis in the initial note and assessed through MFF's evaluation function rather than through routine reporting. FMO will provide revised guidance in customer (investment fund) contracts from 2026.

As a result of this change, KPI 8 reported figures are expected to reduce significantly from 2026 onwards as the revised methodology is applied. It should be noted that this is a data quality improvement and does not imply a deterioration in programme impact.

Technical corrections and explainer updates: FMO has updated the logframe explainers to clarify the "snapshot" approach for KPIs 17, 8 and jobs (i.e. these are point-in-time measures, not cumulative flows), consistent with prior AR24 agreements. The geographic classification for EcoEnterprises Fund IV has been corrected from "Caribbean" to Colombia, Peru, Brazil, Paraguay, Ecuador. Two outstanding methodological questions: whether to include DC investee results in HMG results collection, and how to treat the results from businesses that go bankrupt, have been flagged for resolution after this annual review.

Removing TA KPI 2 – Previously the number of unique participants of LCIP events, provided through ICF beneficiary reporting (Output Indicator 3.3) has been used to report TA KPI 2.1. However, it has been identified that this approach does not align with the ICF TA KPI 2 methodology. ICF KPIs should only capture ODA eligible beneficiaries of direct and targeted support.
While TA provided through LCIP events supports ODA objectives, ODA-eligible individuals (i.e. local farming communities) are the indirect recipients of the TA. The direct recipients of this support are the private investor stakeholders and fund managers. We do not have data to show that the direct beneficiaries are from ODA countries, however they are likely from non-ODA countries. Therefore TA KPI 2.1 has not been reported this year and will not be reported for the foreseeable unless the method is updated.

This does not have major implications for the MFF logframe, other than ‘(TA KPI 2)’ should be removed from the ‘Output Indicator 3.3’.
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	Output 1: Development Contributions

	The programme increases the number of projects in the sustainable forestry and land use sector that can reach a bankable stage from an economic, environmental and social perspective, and become part of its investment portfolio through the use of Development Contributions (DC).

	Output number: 
	1
	Output Score: 
	A

	Impact weighting (%):  
	25%
	Weighting revised since last AR? 
	No (A 2024)

	Risk rating:
	Moderate
	Risk revised since last AR?
	No



	Indicator(s)
	Milestone(s) for this review
	Progress 

	1.1 Number of potential investments that have been added to MFF's pipeline because of the availability of development contributions as a tool to bridge the financial viability gap and/or enhance impact.
	7
	6 — Progress moderately did not meet expectation. FMO: Treevive, Amazonia Nativa, Terrasos, Levasflor, CrossBoundary Fund for Nature. &Green: Belterra Agroflorestas Ltda. 

	1.2 Number of potential investees in contracting phase because of the availability of DC. This is both for MFF and FMs.
	6
	6 – Progress met expectation.  2025 addition: CrossBoundary Fund for Nature (USD 0.85m RDC). Previous years: Treevive (2022), Belterra via &Green (2023), Amazonia Nativa, Terrasos via EcoEnterprises, Levasflor (2024).

	1.3 Number of investments that have been legally committed because of the availability of development contributions as a tool to bridge the financial viability gap and/or enhance impact.
	6
	6 — Progress met expectation. 2025 addition: CrossBoundary Fund for Nature (USD 0.85m RDC).

	1.4 Number of development contributions that start being repaid, or that are converted into and/or receive a larger investment (from FMO or others).
	1
	0 — Progress did not meet expectation. First repayment/conversion milestone was set for 2025; none of the existing DC portfolio has yet triggered repayment or a follow-on investment commitment. One investment has been declared bankrupt and the investment is highly unlikely to be returned. 


Output summary and supporting narrative for the score [max 1/2 page]

Output 1 measures the deployment and performance of the DC as a tool to support development of the wider MFF portfolio. DCs are repayable grants that help early-stage projects reach financial bankability, deployed by FMO directly or by fund managers. They are MFF's primary mechanism for testing innovative models and building pipeline in geographies and sub-sectors where conventional capital cannot yet reach.

An overall score of A is assigned. Indicators 1.2 (potential investees in contracting phase) and 1.3 (investments legally committed) both met their targets at 6. Indicator 1.1 (pipeline additions attributable to DC availability) came in marginally below at 6 against a target of 7, reflecting the difficulty of originating DC-eligible opportunities at pace in novel geographies. The headline concern is Indicator 1.4, where zero DC repayments or conversions were recorded against a first milestone of 1, meaning the key test of DC effectiveness as a revolving catalytic instrument has not yet been demonstrated in practice.

The one new DC closed in 2025 was a USD 0.85m repayable contribution to CrossBoundary's Fund for Nature, supporting early-stage structuring of a new blended finance vehicle targeting nature-based solutions with a majority Africa focus. This is an innovative and strategically important entry point. 

However, one of the earlier DC investees was declared bankrupt as of April 2026, and MFF is unlikely to recover its capital. This is not unexpected: the business case explicitly assumed a 50% recovery rate for DCs given the high failure rate inherent in early-stage project finance, in contrast to the revolving capital investment facility which is designed to return capital for reinvestment. The zero repayments recorded in 2025 are therefore consistent with programme design at this stage, but the Treevive bankruptcy is an early signal of the genuine difficulty of the markets MFF is seeking to unlock. The remaining DC portfolio: Terrasos, Amazonia Nativa, Levasflor and CrossBoundary, (plus Belterra via &Green) will be the next test of whether the tool can generate returns and conversions, with Crossboundary currently the most advanced candidate for follow-on investment. LevasFlor also hosted an FMO E&S monitoring visit to Mozambique in Q3 2025 and received a positive outlook.

On VfM, it is important to frame DC losses in context: the DC facility is explicitly designed as a high-risk, grant-like instrument where a proportion of losses is anticipated and budgeted for. The value generated is not principally through capital recovery but through pipeline development, proof-of-concept demonstration, and the downstream mobilisation effects that successful DCs enable. The CrossBoundary DC, for example, is structured to catalyse a USD 10m follow-on fund investment and USD 50m+ in private finance if it reaches first close, a mobilisation ratio that would far outweigh the original USD 0.85m contribution.

  
Changes to this output, and any planned changes as a result of this review 

No changes have been made to indicators or weightings. Following the AR24 recommendation, impact tracking on all DCs has been implemented from 2025 onwards. Additional TA capacity dedicated to DC origination and execution is being funded from the TAF budget, and a formal DC lessons learned review is being conducted. 

The priority DC pipeline for 2026 is entirely outside Latin America and represents a potential USD 5–8m in new DC commitments.

Progress on recommendations from the previous AR, lessons learned this year, and recommendations for the year ahead

The AR24 recommendation to facilitate a greater number of DC deals, improving investment pipeline and testing innovative models in challenging geographies, has been actioned. A dedicated capacity to the TA function, funded from the TAF budget, specifically to increase the team's ability to originate and execute DCs, has been added. 
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	Output 2: Capital Investment 
	The programme de-risks investments for the private sector (incl. DFIs) by providing concessional capital and by supporting investees to manage and overcome ESG risks. 

	Output number: 
	2
	Output Score: 
	A+

	Impact weighting (%):  
	50%
	Weighting revised since last AR? 
	No

	Risk rating:
	Moderate
	Risk revised since last AR?
	No



	Indicator(s)
	Milestone(s) for this review
	Progress 

	2.1 Number of fund and direct investments for which an Op-scan has been produced. 
	12
	27 — Progress substantially exceeded expectation. 

	2.2 Number of fund and direct investments for which a Clearance in Principle (CIP) [or equivalent] has been approved. 
	12 
	15 - Progress moderately exceeded expectation. 

	2.3 Number of fund and direct investments for which a Due Diligence (DD) has been conducted. 
	12
	14 - Progress moderately exceeded expectation. 

	2.4 Number of fund and direct investments for which a Funding Proposal (FP) has been written. 
	10
	13 - Progress moderately exceeded expectation. 

	2.5 Number of contracts signed. For both direct investments and indirect investments. This includes any Development Contribution (DC) contracts. 
	10
	10 - Progress met expectation. 

	2.6 Number of fund and direct investments that are ESG risk category A or B+. 
 
	10
	10 - Progress met expectation. 



Output summary and supporting narrative for the score
Output 2 measures progress in building the MFF investment portfolio through sequential stages of deal development, from initial opportunity scan through to contract signing and ESG engagement. It is the highest-weighted output at 50% and the primary driver of the programme’s mobilisation impact. 
An overall score of A+ is assigned, reflecting the fact that four of the six indicators exceeded their milestones, with Indicator 2.1 substantially exceeding expectation, and the remaining two met their targets exactly. This is an improvement on the A awarded in AR24 and reflects a step change in pipeline activity in 2025. 
The standout result is Opportunity Scans: 27 cumulative against a target of 12, with 12 new Op-scans produced in 2025 alone. This more than doubles the target and represents a significant efficiency improvement across investment teams at FMO, indicating that pipeline building capacity has materially increased. This is expected to translate into a stronger contracting pipeline in 2026.
Three investments reached financial close in 2025: EcoEnterprises Fund IV (USD 15m equity, the Responsible Commodities Facility (USD 10million junior/first-loss tranche), and the CrossBoundary Fund for Nature DC (USD 0.85million). Together these bring cumulative deployed capital to over USD 100m, a significant programme milestone. 
Indicators 2.5 (contracts signed, 10) and 2.6 (ESG A/B+ investments, 10) met their targets exactly, confirming that pipeline momentum is translating into commitments and that MFF continues to operate at the frontier of high-complexity, high-ESG-risk investments. With 15 CIPs and 13 FPs in the pipeline, the programme is well-positioned for 2026 contracting activity. 
Changes to this output, and any planned changes as a result of this review
No changes have been made to indicators or weightings. Targets rise from 2026 onwards: Op-scans, CIPs and DDs to 17 cumulative; contracts signed, FPs and ESG A/B+ to 14, which, given the 2025 overperformance on Op-scans, appear proportionate. 
Progress on recommendations from AR24, lessons learned, and recommendations for the year ahead
AR24 recommended reviewing logframe impact weightings within Output 2 to give more weight to contracting and ESG risk A and B+ deals. This was deferred to 2028 following discussions between IFU and FMO, and that position is maintained. 
AR24 also noted the risk of portfolio concentration in Latin America; this has not meaningfully reduced; 77% of portfolio volume remains committed to Latin America, with Africa at 13% and Asia at 10%. This is not simply a failure of ambition. As FMO set out at the December 2025 half-year meeting, African forestry investment carries systemic structural risks: weak policy environments, underdeveloped downstream markets, complex land and community dynamics, and a historical track record across the sector of significant capital loss,  that make it genuinely harder to originate, structure and close deals, particularly that will mobilise private investment, than in Latin America, where enabling conditions are more developed. As highlighted in the Gatsby-CAP[footnoteRef:2] report, of approximately USD 1.4 billion sector-wide, invested in greenfield commercial forestry in sub-Saharan Africa since 1990, estimated enterprise value is now well below USD 500 million. These are not risks that additional origination effort alone can resolve. [2:  Lessons from 30 years of African commercial forestry investments and implications for the future:  Gatsby Africa] 
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	Output 3: Technical Assistance Facility
	The programme supports fund managers and direct investees to scale up invested projects while also promoting activities within the landscape aimed at creating the right enabling market and demand-side conditions for commercial investments.

	Output number: 
	3
	Output Score: 
	A+ (A+ 2024)

	Impact weighting (%):  
	25
	Weighting revised since last AR? 
	No

	Risk rating:
	Moderate
	Risk revised since last AR?
	No



Output summary and supporting narrative for the score

	Indicator(s)
	Milestone(s) for this review
	Progress 

	3.2 Number and description of cases of projects scaled up, replicated or improved through TA support to MFF investees. 
(TAF Component 1 or 2) 
	6
	6 — Progress met expectation.

	3.3 Number of people reached through convened events, workshops etc. with project developers, investors and the wider investment community  (TAF Component 2) 
	900
	1,004 — Progress moderately exceeded expectation.

	3.4 Number of knowledge products (including case studies (blueprints) of successful business cases) shared with the investment community (and the public). (TAF Component 2) 
	14
	16 — Progress moderately exceeded expectation.

	3.5 Number of countries supported by TA. 
(ICF TA KPI 1) (TAF Component 1) 
	8
	9 - Progress moderately exceeded expectation. 



Output summary and supporting narrative for the score
Output 3 measures performance of the Technical Assistance Facility (TAF), comprising Component 1 (investment project scale-up and pre-investment advisory, delivered by Niras in consortium with IDH and Form International) and Component 2 (the Learning, Convening and Influencing Platform, delivered by Palladium in partnership with Systemiq). 
An overall score of A+ is assigned, consistent with AR24. All four indicators met or exceeded their targets. Three of the four exceeded their milestones, and the remaining indicator (3.2) met its target exactly despite TA spending on Component 1 running well below budget, a strong indication of efficient delivery and good targeting of advisory support. 
The Component 1 team has delivered TA in support of six cases across nine countries (against a target of eight countries), covering a mix of post-investment and general sector consultancy. Investments receiving TA support in 2025 included continued engagement with &Green investees and new pre-investment support to MFF pipeline prospects. This below-budget, above-target delivery reflects the lean structure of the TAF and the continuing benefit of retaining an experience consortium team with deep sector knowledge. The expanded TA mandate (to include pre-investment support for prospects expected to reach bankability within 12 months) agreed in mid-2023 continues to generate efficiencies by bridging advisory support and investment pipeline development. 
The LCIP reached a cumulative total of 1,004 individuals against a target of 900, with 201 new attendees in 2025. Key events included the DFI Knowledge Sharing Community of Practice on ESG Risk and Impact Management for Forest Investments (October 2025, 13 new attendees), the GIIN/WBCSD "Financing a Nature-based Net-zero Transition" workshop (April, Montreux, 37 new attendees); a deforestation-free commodities supply chains knowledge exchange (June, London, 16 new attendees); and several smaller convenings and training sessions. The LCIP's ability to convene high-quality audiences at low marginal cost reflects the well-established networks of the Palladium/Systemiq team and the FMO co-investor community.
Sixteen knowledge products had been published as of 2025 against a target of 14. Headline products included work on deforestation-free supply chains and continued work building on the ESG Guide for Forestry Investments published in 2024. The LCIP’s knowledge products are generating market-level traction.
Changes to this output, and any planned changes as a result of this review
The AR24 recommendation to revise upwards the milestones for Indicators 3.3 and 3.4, both of which have been substantially exceeded in consecutive years, has been acted upon: the 2025 targets were increased (from 120 to 900 for 3.3 and from 3 to 14 for 3.4). Both have again been exceeded, but by much smaller margins (900 – 1004 for 3.3 and 14 – 16 for 3.4.), therefore another increase in target at this stage is not recommended. 

The TAF mandate changes agreed in 2025, including pre-investment TA for short-horizon prospects (agreed since 2023), the ability to provide grant funding to MFF fund manager’s ‘Delegated TA Facilities’ and ecosystem-level ‘strategic TA’ initiatives, and the addition of DC execution capacity funded from the TAF budget, are now embedded in the updated Contribution Agreement.

Progress on recommendations from AR24, lessons learned, and recommendations for the year ahead
AR24 recommended that the LCIP sharpen its thematic focus and develop closer institutional linkages with other programmes (including IFSLU2 and P4F). Progress has been made: a step-back meeting with Palladium in October 2025 produced follow-up actions, and a dedicated synergies session was held at the December 2025 half-year meeting. This should be continued and formalised in 2026.
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The Dutch Ministry of Foreign Affairs' USD 33.5m contribution became fully operational under a new MoU signed in November 2025, strengthening MFF's multi-donor platform and positioning it for future expansion. This was a significant governance milestone: 2025 was the first full year in which both UK and Dutch funding partners were invested, requiring alignment of expectations, governance structures, and operational processes. Progress was substantive.

In 2025, an important accomplishment was the visibility of MFF within FMO’s COP30 engagement. A lot of MFF investees were featured and we held several MFF events in Sao Paulo.

The Initial Programme Evaluation and Biodiversity Positive Impact Study, both published in Q3 2025, collectively strengthen the evidence base and provide useful design inputs for MFF’s sister programme, that is currently being developed by the Mobilising Private Finance Team in the IFU. The biodiversity study's finding that biodiversity impact is systematically undermeasured across the sector is an important sector-level insight that MFF is well-placed to address through targeted TA investment.
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[bookmark: _Toc227234252]Overall risk rating: Major 

This is consistent with all previous years (2021–2024). The programme operates in inherently complex and politically sensitive geographies, with long investment timelines and exposure to macro-level ODA funding uncertainty.

[bookmark: _Toc227234253]Overview of risk management 
The risk environment in 2025 was dominated by two macro-level developments: the UK Government's March 2025 announcement of a reduction in ODA from 0.5% to 0.3% of GNI by 2027, and the shift in the global donor landscape (US aid cuts, uncertainty around other bilateral donors). Both have been escalated appropriately. FMO and IFU will continue to engage with potential future MFF donors in 2026/7.

At portfolio level, the concentration of investments in Latin America (particularly Brazil) remains a structural concern. A geographically concentrated portfolio increases vulnerability to country-specific shocks and concentrates exposure to BRL currency movements, regulatory change, and reputational risk (including risks linked to the illicit economy and supply chain integrity). 

The programme's safeguarding record remains clean. Monthly check-ins with FMO flagged no SEAH concerns in 2025.

Fraud risk assessment participation was completed in December 2025. Fiduciary risk remains low with robust financial management procedures in place.
[bookmark: _Toc227234254]Current risks
A description of current risks should be set out below, along with mitigations and residual risk. Mitigations should include clear timeframes and action owners.

	Risk description 
	Mitigation strategy 
	Residual Risk rating

	UK ODA funding reduction (0.5% to 0.3% by 2027) creates uncertainty over future MFF capital deployment. The risk to capital deployment (CDEL) is more contained: MFF's investment window closes in February 2028. No CDEL is budgeted beyond 2028 in any case. The more pressing near-term risk is therefore to RDEL budgets in FY27/28 and beyond, which fund ongoing programme management costs, TA delivery and M&E — including activities needed to monitor and steward a portfolio that will continue operating until 2038.
	Prioritisation exercise underway to establish the spending envelope across future financial years. Funding confirmed for FY25/26. DESNZ engaging internally on out-year position.
	Major

	FMO management fees: RDEL/CDEL accounting treatment. There is uncertainty over whether FMO management fees should be classified as RDEL or CDEL under IFRS9. If management fees are reclassified as RDEL going forward, this could constrain the programme's ability to fund both planned TA activities and programme fees within existing RDEL budgets.
	Working with DESNZ Finance and Accounting team to find precedent from comparable ICF programmes and make the case that management fees align with IFRS9 CDEL classification. In a worst-case scenario, ICF has sufficient RDEL underspend carried over into FY26/27 to cover both TA and programme fees in the near term. Position in future years remains uncertain and will need to be resolved.
	Major

	Donor funding landscape: US aid cuts and political uncertainty in the Netherlands could limit future MFF expansion and constrain the successor programme fundraising environment. Reduction in multilateral climate finance more broadly may reduce co-investment appetite.
	FMO engaging other potential donors Q1 2026 as potential future donors. Reprioritising engagement with partner countries. Wider funding landscape analysis planned for 2026.
	Moderate

	Macro-economic and political risk in target countries. MFF invests in volatile economies where political instability, regulatory change, or economic shocks could slow or impair investments, reduce co-investor risk appetite, or make specific markets temporarily un-investable. One country’s unrest affected an MFF investee, an El Nino is expected in June 2026, which could impact numerous programmes under MFF’s portfolio, broader political risk across target geographies remains elevated.
	Portfolio diversified across multiple countries and geographies to provide resilience. Focus on private sector-led solutions reduces exposure to political change. DESNZ monitors political milestones through Post network and FMO investment teams. Limited ability to fully mitigate; managed through geographic spread.
	Moderate 

	Portfolio concentration: Latin America/Brazil. Approximately 77% of MFF portfolio volume is committed to Latin America, with limited Africa and Asia exposure. This concentrates BRL currency risk, regulatory risk and reputational risk.
	Stronger steer to FMO on DC origination outside LatAm; DC pipeline for 2026 is entirely outside Latin America. Informal Africa/Asia pipeline ambition to be agreed at 2026 annual meeting. Risk appetite discussion on structural barriers to Africa/Asia investment planned.
	Moderate

	Delivery: failure to mobilise sufficient commercial co-investment. There is a risk that MFF investees are unable to attract adequate commercial investment, particularly at direct/project level where mobilisation has underperformed to date. Risk is compounded if FMO-A does not co-invest, making the case for commercial investors harder.
	IFU and FMO have made mobilisation a primary strategic concern. LCIP knowledge products, investor convening and matchmaking activities directly address this. FMO-A co-investment rationale reviewed at CIP stage. TRF's USD 600m+ fundraise demonstrates blended finance model can work at scale; replication is the challenge.
	Moderate

	Delivery: FMO and fund managers fail to deliver required investments. Slow deal origination, complex due diligence processes, or market conditions could result in capital remaining undeployed by the end of the investment period (February 2028), particularly with only approximately USD 38m remaining unallocated after existing CIPs are executed.
	IFU monitors deal origination at monthly strategy meetings, and half-year/annual meetings. Additional E&S personnel hired by FMO in 2025. Strong Op-scan pipeline (27 cumulative) provides forward visibility.
	Moderate


[bookmark: _Toc227234255]
Outstanding actions from risk assessment 
The RDEL/CDEL accounting treatment of FMO management fees requires resolution as a priority in Q1/Q2 2026, with a clear position agreed with DESNZ Finance before the next financial year planning cycle.


	[bookmark: _Toc227234256]Section F: Programme management: delivery, VfM, commercial and financial performance 



[bookmark: _Toc227234257]Summary of the performance of partners and DESNZ, notably on commercial and financial issues, and including consideration of VfM. 

Delivery and governance

FMO has continued to perform well as a delivery partner in 2025. Core programme teams maintained productive weekly online meetings, well attended and constructive, with notes recorded to add rigour without placing unnecessary administrative burden on teams. FMO supplied logframe results in a timely manner and their annual report was thorough and factually accurate. They remain receptive to requests, transparent and collaborative. The TAF service providers (Niras/IDH/Form International for Component 1; Palladium/Systemiq for the LCIP) have continued to perform well, with Output 3 overperforming against all milestones.

The six-monthly end-of-year and half-year meeting rhythm continued, with both the December 2025 half-year meeting and the July 2025 annual meeting well attended at senior and working level. The Dutch MFA participated in both meetings, reflecting the increasingly multi-donor character of the programme. 2025 was the first full year of the multi-donor structure in practice, and significant progress was made in aligning governance, expectations and operational processes between UK and Dutch partners, including finalising the MoU in November 2025 and updating the Contribution Agreement to reflect both the UK extension and improved investment governance arrangements.

Monthly MEL meetings between IFU and FMO continued throughout 2025, with productive engagement on logframe results, KPI methodology (particularly KPI 8) and reporting improvements. FMO's E&S team was expanded with an additional hire in early 2025, which has had a positive impact on due diligence timelines and E&S monitoring quality. Field visits were conducted to Mozambique (Levasflor, Q3) and to TRF portfolio sites (Q4), informing ongoing portfolio management and risk assessment.

Value for Money

VfM is assessed using the four Es framework: Economy, Efficiency, Effectiveness and Equity. MFF's overall VfM remains as envisaged in the business case.
 
In its fifth year, the MFF programme focused on contracting as well as continuing to build and progress new and existing opportunities in the pipeline. MFF deployed two large investments in EcoEnterprises Fund IV and the Responsible Commodities Facility in Latin America, as well as one smaller innovative fund investment through a Development Contribution to help support the set-up of CrossBoundary’s Fund for Nature.
 
Economy
In 2025, FMO’s management costs, one of the main drivers of costs for the programme, remained in line with 2024 costs. The latest information on MFF programme spend calculates FMO total management fees as roughly 7% of total programme spend. This is competitive when compared across HMG’s forest portfolio.
 
Fee rates used for consultants under the TA facility have remained fixed at the levels agreed in early 2022 despite a period of high inflation. Furthermore, the TAF programme management structure has continued to operate with a lean structure. Prior to commencement, it was estimated that 10% of budget for TA Component 1 would be allocated to programme management costs, however with four years of the contract complete only 6% of the budget has been used for this purpose. Time delivered by IDH, a non-profit organisation, continues to be invoiced at cost, such that the overall level of effort for IDH funded activity is in effect greater than the number of days paid for in relation to TA support to &Green. Where third-party consultants from outside the consortium are hired to deliver TA, FMO together with Niras (as the consortium lead and head contractor) continue to drive for competitive rates and scrutinize expense budgets.
 
 
Efficiency 
In addition to the deployment of two fund investments and one new Development Contribution (DC), MFF continued to progress in moving opportunities through the investment pipeline. As a result, MFF met or exceeded its output targets for CIPs and FPs produced and is starting 2026 on track to meet or exceed outputs for the coming year. The FMO investment teams (AFF Debt and AFF Equity) have delivered on a far larger number of Opportunity Scans in 2025 which indicates an increase in efficiency in both teams. In 2025, MFF delivered a total of 12 Opportunity Scans which brings the total to 27, thereby strongly outperforming this year’s cumulative target of 12 Opportunity Scans. This is expected to result in a greater number of investments executed in 2026. For the DC facility, the successful contracting of one additional DC has further increased interest and excitement in this product within FMO’s investment teams. MFF now has an increased pipeline of DCs across geographies, with particularly strong pipeline in Africa and Asia, to prioritize in line with its developing portfolio ambitions.  
 
For TA component 1 (Advisory Services) the MFF programme delivered its target of six cases for the indicator ‘"Number and description of cases of projects scaled up, replicated or improved through TA support to MFF investees" by the end of 2025. This represented delivery of TA support to (entities in) nine different MFF target countries, against a target of eight by the end of 2025. This has been delivered despite spending on this TA component being well below budget, representing efficient conversion of inputs to outputs.
 
In 2025, the LCIP continued to deliver a greater volume of Knowledge Products (16 vs a revised and increased logframe target of 14), and convened more target stakeholders at its events (1,004 vs a revised and increased logframe target of 900) compared to the programme targets set, at no additional cost. The value is being generated by retaining a highly motivated and well-connected LCIP team of consultants from Palladium and Systemiq for a number of years now. Under FMO’s management and drawing on our network of co-investors and clients, the LCIP team has been able to leverage different partnerships and networks to convene a higher number of high-quality events, or event contributions, for relatively low effort. The strong working relationship that has been built up between the LCIP team, FMO and the UK government is enabling efficient delivery, now also complemented by the addition of the Dutch MFA.
 
Finally, 2025 marked the first full year in which both the UK Government and the Dutch Ministry of Foreign Affairs were invested in the programme, making it a pivotal year for putting the multi-funding partner structure into practice. Significant progress was made in aligning expectations, governance, and operational processes across the two partners which will positively impact the efficiency of running the programme going forward. Together, these efforts laid a solid foundation for welcoming additional funding partners in the future.
 
Effectiveness
The MFF programme aims to scale the forestry sector by mobilising additional financing into high impact companies and funds. We are seeing strong progress in the number of private investors mobilized into MFF-supported investments, as well as meaningful engagement by our E&S officers with investees. While it remains too early in the programme cycle to determine whether the underlying investments will actually be effective in achieving their target IRRs or whether all loans will ultimately be repaid, we are increasingly seeing projects in the portfolio and the advanced pipeline that are targeting competitive returns that should be appealing to private investors. 
· The Reforestation Fund (TRF), into which MFF committed USD $ 40 million in first-loss capital, illustrates the catalytic contribution that MFF can make. Building on this foundation, TRF sustained strong fundraising momentum throughout 2025 and has now signed more than $ 600 million in total commitments to its fund strategy, thereby welcoming 22 private investors.
· EcoEnterprises Fund IV has demonstrated a similarly positive fundraising trajectory. The fund announced a new close in 2025, bringing total committed capital to $ 109 million, including commitments from seven private investors. The participation of this growing group of private actors underscores the continued relevance of MFF’s blended finance approach to mobilizing commercial capital into FSLU solutions.

Both fund managers will continue their fundraising efforts into 2026 as they work toward final closes of their respective vehicles, with MFF’s catalytic contributions continuing to play a central role in effectively attracting additional private investment.

As the investment portfolio grows, MFF is also seeing increased results across key impact outcomes such as hectares under sustainable forest management and sustainable agriculture and jobs supported by the programme. 
 

Equity
In 2021 a gender section was added in the MFF Programme Evaluation Form that complements CIP reporting processes. This section ensures that gender equality and gender strategies / policies are a part of potential investees’ evaluation at an early stage. In 2022, an additional section on gender requirements has been drafted in the MFF Investment Criteria. The section is meant to further incentivize Investment Officers to discuss opportunities to promote gender equality with clients. Equity and fairness (beyond gender equity) is also an E&S standard commonly assessed and promoted by FMO’s investment teams. In 2025 these sections continued to be used in the MFF investment process. 
 
In terms of Equity, FMO follows the IFC Performance standards for environmental and social sustainability and we require our investees to adhere to these standards. As part of these requirements, our clients must for instance undertake a Stakeholder Engagement Planning exercise and a Social Mapping in areas influenced by projects. These exercises aim at identifying and working with vulnerable groups, identifying potential negative impacts, as well as positive opportunities to work with local communities. In addition to the development of a Stakeholder Engagement Plan, IFC PS4 requires the development of a Community Health and Safety Management Plan that aims to outline activities that can be implemented to address inequalities. Throughout their monitoring, clients must report on socio-economic indicators, adjust practices to avoid the worsening of inequality or identified new risks, and implement programmes that address identified issues, and that aim at reducing inequalities and promoting inclusiveness. MFF promoted these standards beyond our investments in 2025 through knowledge products produced by the LCIP, and through contribution to events and Communities of Practice, such as the DFI Knowledge Sharing Community of Practice on ESG Risk & Impact Management for Forestry Investments which was held in October this year at the FMO offices. This session brought together E&S staff from multiple European DFIs to, among others, discuss the importance of equity through proper E&S management in forestry investments. 


Paris Alignment

This programme does not go against HMG's fossil fuel policy, nor does it go against partner countries' own climate plans. An assessment against DESNZ's Paris Alignment principles has been undertaken and climate and environment risks have been identified as within acceptable tolerances, consistent with prior assessments.

	Paris alignment pillar
	Description of activity

	How have you taken a proportional approach to climate and environment risk assurance?
	 A Climate and Environment Risk Assessment was undertaken; risk was identified as major but within acceptable tolerances. All investments are screened against IFC Performance Standards, which include climate risk assessment requirements.

	How have you taken a proportional approach to using shadow carbon pricing?
	Carbon pricing has been incorporated into the economic appraisal for the MFF Extension Business Case. Not required for individual investment decisions, which are assessed by FMO using market-based return criteria.

	Does the programme adhere to HMG’s fossil fuel policy?
	Yes. MFF does not include any elements relating to fossil fuel support and is fully consistent with HMG's fossil fuel policy.

	Are you ensuring the programme does not undermine impacted countries climate plans?
	MFF investments are aligned with host countries' NDC commitments. Investments are required to support forest protection or sustainable land use in ways that complement rather than undermine national climate and forest policies. Assessment against NDCs is delegated to FMO and embedded in the investment due diligence process, as agreed in the Contribution Agreement.




	Date of last narrative financial report
	31/03/2026

	Date of last audited annual statement
	31/03/2026
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