The actors in the sustainable forest value chain
How Fundecor Bosques contributes to Costa Rica's forestry ecosystem
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FCCF Theory of Change

Natural
Capital

Wood
Value
Chains

Equity &
Inclusion

Baseline

SDF* are not sufficiently
valued economically,
leading to deforestation
and degradation,
particularly for young
SDF

The lack of markets and
demand for SDF wood,
including lesser known
species and lesser qualities,
inhibits their sustainable
management

Small and medium
forest owners, local
and indigenous
communities lack fair
access to formal forest
value chains

Input

Investment and
mobilization of finance
for entities providing
financial and technical
resources for sustainable
management and
restoration of SDF

Investments in
processing industries &
commercialization and
financing of equipment for
the transformation of wood
from SDF

Technical assistance
and investment
policies focused on
benefit sharing and
fair sourcing along the
value chain

Output

Investees have access
to financial and
technical resources
for sustainable
management and
restoration of SDF

Investees market products
based on wood from SDF
Investees commit to use
lesser-known and lesser
quality wood

Fair sourcing policies are
implemented by investees
Investees provide decent,
inclusive employment

Outcome

SDF of local forest owners
are under management
and deforestation rates
are reduced. Active
management improves
forest growth, biodiversity
value, species composition
and carbon stocks

Sustainable value chains for
SDF wood develop.
Value chains finance the
sustainable management
of SDF and renumerate
forest owners in line with
opportunity costs

The value generation in
the SDF value chain is
distributed, fairly, including
to small and medium
forest owners & local and
indigenous communities
The share of women in
the investee workforce
increases

Impact

SDF become
permanent natural
forests with high
biodiversity and
significant carbon
stocks
SDG 13 - Climate
Action
SDG 15 - Life on land

The sustainable management
of SDF is a scalable,
economically attractive land
use option sustained by wood
as a valued material
SDG 8 - Decent Work &
Economic Growth
SDG 9 - Industry, Innovation &
Infrastructure
SDG 12 - Responsible
Production & Consumption

Socio-economic
opportunities provided
by an inclusive SDF
sector lead to cohesive
and resilient rural
communities
SDG 1 - Poverty
reduction
SDG 5 - Gender
Equality

Central America investment map

Simplemente Madera Marketplace
Nicaragua

Operaciones Forestales Sostenibles
Izabal Wood Company

Costa Rica
Fundecor Bosques

Guatemala

Costa Rica

Fundecor In the Woods
Costa Rica
BluWood Industries
Costa Rica
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Report of the Board of
Directors

The Fund is entering an increasingly mature
phase. The investment period is set to end in
October 2022 and the Fund is now preparing
to disburse its eighth investment, with further
promising deals in the pipeline for early
2022. Although delays caused by COVID and
the political situation in Nicaragua were a
set back the Fund’s initial timeline, progress
is now very promising and net assets have
grown from USD 7.1m to USD 9.3m over the
past six months.
With this maturity, we also see increasing
proof of the Fund’s original concept. Interest
inflows totalled USD 106k this half-year,
a substantial increase from the USD 68k
seen in the same period in 2020, This is
also apparent in terms of more qualitative
progress, as institutions progress with
their business plans and develop value
chains. Aa the projects enter into this new
phase, it is also promising to see increasing
interactions between the projects, with forest
management activities providing sustainable
timber to the industrial projects.
2022 will provide an exciting opportunity to
support further development of value chains,
Pipeline projects in Guatemala and Southern
Mexico are expected to receive investments
in the coming months, before the investment
period ends.
Environmental and social performance
continues to be a priority for the Fund as
can be seen in the decision to classify
the Fund as Article 9 under Regulation
(EU) 2019/2088 on sustainability-related
disclosures (SFDR): this means that it has an
objective of making sustainable investment,
a classification chosen by just 3.6% of funds.
Considerable efforts have been made to

further develop the Fund’s Theory of Change
and Environmental and Social Principles.
These efforts have been rewarded after
the Fund underwent a formal verification
of its impact management practices, in
the context of IFC’s Operating Principles
of Impact Management. The results of
Luminis’ evaluation are very positive and can
be found on the Fund’s website. It is also
interesting to see the impact of the Fund’s
policies in practice: the interview with Pedro
Zúñiga shows how FCCF’s investment in
forest management can support small forest
owners.
As activity and interest income increases,
Class J shares have remained stable while
Class I Shares have seen a 0.9% increase
in value during the financial period. We are
grateful to our shareholders for their support
as this initial investment period comes to an
end.
The Board has established the following
committees whose role is to support and
make recommendations to the Board,
or take decisions within certain limits
determined by the Board, in their areas of
activity:
•

The Investment Committee, which
has nine members, is authorised, within
the limits of the investment policy and
objectives of the Sub-Fund as defined
by the Board of Directors, to decide
upon the acquisition or disposal of
investments on the basis of a proposal
by the Investment Adviser, and to
take all other decisions relating to
the management of the Sub-Fund’s
portfolio.

Inside of the forest, FUNDECOR - Costa Rica// FCCF

•

•

•

•

The Risk Committee, which has five
members, provides direction, advice
and oversight with regard to FCCF’s risk
management and reporting framework,
including risk policies, processes and
controls.
The Marketing Committee,which has
four members, oversees the Fund’s
marketing strategy including the
development of the shareholder base.

It has been said that maturity comes with
experience, not age. The years since 2017
have provided us with a wealth of experience,
albeit some, like the COVID crisis, rather
challenging. Nonetheless, this provides us
with a strong foundation to support the Fund
as it enters into this more mature phase.
The Board wishes to thank its shareholders
for their continued support.

The Employment Committee,
which has three members, reviews
the objectives, performance and
remuneration of management

The Board of Directors
November 29th, 2021

The Appointments Committee, which
has two members, assists the Board in
ensuring that its composition is aligned
with the objectives of the Fund.

Raymond Schadeck
Chairman

The members of the Board do not receive
any remuneration as directors, apart from
the reimbursement of expenses incurred for
Fund business and approved in advance by
the Board.
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Management report
Dear Shareholder,

In this report, the Forestry and Climate
Change Fund reports on the financial period
between 1 April 2021 and 30 September
2021.

// Looking past Covid-19
Covid-19 had multiple and far-reaching
effects on FCCF. Investees faced a very high
degree of uncertainty and were severely
affected in their ability to develop their
business models. But the effects of the
pandemic on the business models was
also positive, since a strong recovery in
timber prices and higher transportation
costs created a fertile environment for the
marketing of local, lesser-known species.
This “tailwind” is seen in the development
of the timber producing companies,
FUNDECOR Bosques (Costa Rica) and
Izabal Wood Company (Guatemala).
Operaciones Forestales Sostenibles (Costa
Rica) is yet to market its first harvest.
The supportive business environment is
much less notable for the value-chain
companies, In the Woods by FUNDECOR
and BluWood, which need to develop new
niche markets in finished wood products
(flooring and paneling). Travel restrictions,
the cancellation of trade fairs and related
effects negatively impacted the development
of business models.
The effects can be seen in the valuation on
the Fund’s equity positions, where strong
gains in FUNDECOR Bosques and Izabal
Wood Company of USD 320k stand against

unrealised losses of USD 44k for BluWood
and In the Woods (as detailed in section 4
of the financial reporting on the following
pages).
In the interview featured on the following
pages, Pedro Zúñiga (CEO of FUNDECOR
Bosques) illustrates well the impact an
increased value chain integration can have
on small forest owners who will realize
income from their forests only “a few times in
their lives”.
The other area where FCCF was severely
affected by Covid-19 is in the ability to
identify, develop, assess, and approve new
investments. FCCF’s investment period ends
in October of 2022 and the Fund has the
ambition to make around 4 – 5 additional
investments incorporating the lessons
learned to date.
The Fund’s Investment Committee approved
FCCF’s eighth investment in the meeting
in September 2021, a forest management
venture in Guatemala which we expect to
be operational in the beginning of 2022.
The Fund is also working on a strategy to
implement its investment programme for
community forestry operations both in
Guatemala and Mexico.

// A Theory of Change for a strong ESG
framework
Following a limited consultation involving
sector specialists (FSC, ETH Zurich,
University of Luxembourg and some
individuals from the EIB), the Fund finalised
the revision of the Environmental and Social
Principles due to the inclusion of industrial

Inside of the forest - Costa Rica // FCCF

processing and value chain considerations
in June 2021. This provides a strong pillar for
the Fund’s environmental and social impact
targets.
In a second step, the Fund – together with
the Investment Adviser Unique land use revised its Theory of Change, the guiding
document to assess past and future projects
for their contribution to the impacts the Fund
pursues. The Theory of Change is published
at the beginning of this report.
The final outstanding work is the revision of
the key performance indicator framework
flowing logically from the revised Theory of
Change. We expect this work to be finalised
before the end of the financial year in March
2022.
// Fund reaches positive financial results
for the first time
The Fund saw a significant growth during the
financial period with total net assets growing
from USD 7.1 million to USD 9.3 million and
investments from USD 3.9 million to USD 4.3
million.
The build-up of the investment portfolio
leads to higher income from interest on
loans. The Fund closed the period with USD
106,000 in interest on loans, compared to
USD 150,000 during the entire previous

financial year.
Total expenses reduced significantly,
reflecting that the Fund is in an advanced
stage of its investment period and that
operational efficiency is increasingly
important. Total expenses during the
six months amounted to USD 278,000
compared to USD 502,000 during the
previous financial year.
Driven by the positive equity valuations
mentioned before, the Fund’s result of
operations saw for the first time a small gain
of USD 8,808.

// Outlook: Completing the investment
pipeline
The highest priority is now the development
of new investments as the Fund nears the
end of its investment period. We expect new
investments in Mexico and Guatemala both
during the remainder of this and the next
financial year.
This does not prevent us from focusing on
the development of existing partners where
we play a very active role in the governance.

Kaspar Wansleben
Executive Director
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Risk report

The Fund’s Risk Committee oversees the
various risks which the Fund faces. Following
a very busy year in 2020/21, during which
the Committee was convened 7 times,
principally to monitor risk stemming from
Covid-19, the first half of 2021/22 has not
required such a quantity of decisions and
the Committee has been convened twice.
While Covid-19 still remains very much on
the Committee’s agenda, the Committee has
also taken the opportunity to monitor and
discuss the Fund’s recovery strategy, review
cyber-security risks, discuss ESG matters
and focus on the money-laundering risks
faced by the Fund.

// Credit risks
The Fund’s first investment in Nicaragua,
Simplemente Madera Marketplace S.A.,
continues to focus solely on selling the
remaining stock of wood. Due to the
inclusion of Nicaragua on the list of
Monitored Jurisdictions of the Financial
Action Task Force, the Fund may not make
any new investments in the country. The
Fund has increased the provisions towards
the entity to USD 124,598 (76%) against the
remaining outstanding loan of USD 164,000,
while writing-off the entire equity invested in
the venture

The Fund continues to impair fully its
investment of USD 20,767 in Fundación
Naturaleza para la Vida, owing to uncertainty
inherent in the position.
The Fund is also processing a restructuring
agreement for its loans to BluWood in Costa
Rica. The COVID pandemic has proved to
be a substantial setback, delaying originally
envisaged progress and sales plans. For
this reason, the institution has been offered
the possibility to extend its payments by 12
months.

// Country risks
FCCF has a limited geographical remit and
is invested in three countries. Its highest
exposure continues to be to Costa Rica,
where the holding constitutes 37% NAV.
Meanwhile holdings in Guatemala total
18% NAV. An increase in diversification is
expected in the coming year, as the pipeline
in Mexico and Guatemala is realised.
The Fund continues to maintain a limited
exposure of 0.4% NAV to Nicaragua, a
country which, besides its political risks, is
monitored by the Financial Action Task Force
(the entity evaluating money laundering and
terrorist financing risks). Further details are
found in Note 12.

FCCF Team and members of the Investment Committee visiting a forest in Luxembourg // FCCF

// ESG Risks
The Fund has elected to be classified under
article 9 of Regulation (EU) 2019/2088 on
sustainability-related disclosures (SFDR):
this means that it has an objective of making
sustainable investment within the meaning of
the aforementioned regulation. Prospectus
updates were made accordingly in June 2021
and additional disclosures on ESG risk are
also available on the Fund’s website. The
Fund will be making further changes to its
reporting information in accordance with
Level 2 SFDR requirements.

indicate marked improvements in the Fund’s
ESG strategy and support the development
of monitoring from both the impact and risk
perspective. There were no material adverse
ESG events in the reporting period.

We look forward to receiving your thoughts
and comments.

Yours faithfully,
Apricot Wilson
Head of Risk

The developments in the ESG framework
described in the Management Report

Unaudited semi-annual report as at 30 September 2021

10-11

Working with small
landowners

An interview with Pedro Zúñiga,
Fundecor Bosques S.A.

Pedro Zúñiga Mora is the CEO of
FUNDECOR Bosques and Innovation and
Timber Business Manager at FUNDECOR
NGO. FUNDECOR is a pioneer in sustainable
development and the responsible
management of natural resources in Costa
Rica. FUNDECOR Bosques is an entity
established by FUNDECOR and the FCCF
to support sustainable forest management
practices. Pedro is a Forestry Engineer in
Environmental Socioeconomics and has
wide-ranging experience in sustainable
forest management, forest certifications,
technical assistance, ecosystem services
research and forest value chains. His
competencies and skills have allowed him
to work in a across Latin America, notably in
Costa Rica, Nicaragua, Peru, Paraguay and
the Dominican Republic.

Can you briefly explain the
history of FUNDECOR and how
it supports forest owners in the
region?
During its 30-year history, FUNDECOR
NGO has been committed to creating
solutions to environmental problems. It
does so by demonstrating the value of
tropical forests and ecosystem services.
Through its work, FUNDECOR designs,
implements and replicates methodologies
and strategies that highlight the value and
benefits that nature can bring to humankind.
Scientific research, technology, innovation
and knowledge transfer are core pillars of
FUNDECOR NGO’s Integrated Landscape
Management approach. This supports

human development by offering innovative,
measurable, multidisciplinary and multisectoral solutions.
In its business model, FUNDECOR
works with all the players involved in the
management of natural resources; it does
this at social, economic, environmental and
political levels. The Cordillera Volcánica
Central, a volcanic mountain range in
central Costa Rica, is FUNDECOR's core
field of work. It serves as a form of inventive
laboratory, forming a basis for study and
innovation. The proposals coming from
FUNDECOR have supported paradigm
shifts and have positioned Costa Rica as a
benchmark for environmental issues.
The NGO has now been operating since
1991, designing and implementing
methodologies, techniques and financial
mechanisms. Now, with FCCF’s support, it is
developing its work in forestry value chains
via FUNDECOR Bosques. The aim is to scale
up pilot projects which can be replicated in
a wider region, with increased benefits to
tropical rural areas.

Can you tell us more about
logged-over forests?
What differentiates them from
secondary forests? And what
progress are we seeing in terms
of sustainable forestry practices?
The main difference between logged-over
forests (forests in which a portion of the
commercially valuable timber has been

Inside of the forest, Costa Rica // FCCF

removed) and secondary forests, is that
logged-over forests show no evidence that
their cover has been interrupted over the
years (they have never ceased to be forests).
Secondary forests, on the other hand, have
grown on sites where there is clear evidence
that at some point the native forests have
disappeared, and then, due to different
circumstances, the site regenerated (usually
naturally).

FUNDECOR works with all the
players involved in the management
of natural resources
Sustainable Forest Management (SFM) is
a nature-based solution, which supports
the resilience of the territory. Over the past
3 decades, there are forests that have
been harvested (undergone interventions)
on several occasions. As the harvesting

happened according to a planned and
sustainable approach, the forests have
not been overexploited. This provides
clear evidence of the sustainability of
the good practices that we promote. The
forests managed by FUNDECOR continue
to provide ecosystem services, while the
good practices allow them to maintain their
structure and composition.

Why was a programme to
purchase timber in advance
developed and what are its
advantages?
Small and medium-sized landowners (on a
Costa Rican scale) usually market smaller
amounts of wood and do so only a few times
in their lives. In the majority of cases, they do
not have the financial resources to proceed

Unaudited semi-annual report as at 30 September 2021
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Pedro Zúñiga, CEO at FUNDECOR Bosques S.A. // FCCF

in a legal formalised way which requires
them to invest in a forest management plan.
For these reasons, it is necessary to break
down these entry barriers to the system,
which are based on the resources and
liquidity, in order to support landowners.

It is necessary to break down these entry
barriers to the system, which are based
on the resources and liquidity, in order to
support landowners.
To this end, FUNDECOR has designed
a programme to purchase timber in
advance with the aim of encouraging
forest management and forest plantation
projects. This allows small landowners to
have the resources they need to maximise
the productivity of their crops or to invest in
improving the management of their forests
through a forest management plan. These
resources are then repaid when timber has
been harvested.

How has the inclusion of wood
processing affected FUNDECOR
NGO operations?
The investments to industrialise the timber
of forest owners, for whom FUNDECOR
provides technical assistance, have been
made thanks to the alliance between
FUNDECOR and FCCF. With this new option,
wood harvested from sustainably managed
and FSC certified forests, can become part
of a real value chain.
Unlike a simple production chain, in which
forest owners are always the weakest link,

here, all actors work together to strengthen
the value chain and they are all implicated in
the chain through their roles. Wood - at the
end of the value chain - is fully appreciated,
as a result of the good forestry practices and
these practices support value addition and
product differentiation.

What are the challenges of
marketing timber and what is the
added value of FSC certification in
this regard?
In our experience, over the past 3 decades,
we consider the main commercialisation
challenges to be the following:
• Placing the entire timber supply in markets
for medium and high value products.
• Finding the markets which would be
attracted to our supply of timber and
products.
• Identifying and using the appropriate
technology to design products from lowvalue wood species.
The FSC forestry certification gives, in the
first instance, the peace of mind that the
forests are being managed under standards
that ensure resource sustainability and
that social and environmental co-benefits
of SFM are maximised. This certification
will allow access to market niches that
value the investments and good practices
carried out. In addition, it also allows
FUNDECOR and FCCF to ensure that the
work in the field, with forest owners and their
communities, will support the fulfilment of
the organisations’ mission and vision.
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Statutory information
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Wood sample, FUNDECOR - Costa Rica // FCCF
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Unaudited financial statements

// 1 Statement of net assets
as at 30 September 2021

Assets

Notes

USD

Shares (and equity-type securities)
12
697,603
		
Loan agreements
6, 12
4,220,210

Formation expenses
5
39,174
		
Cash and savings at banks		
4,084,934
		
Interest receivable on loans
101,349
Receivable on matured investments		

69,120

Other receivables & assets

7

84,580

Total assets		
Liabilities – Passif
Notes

9,296,971
EUR

The accompanying notes form an integral part of this report.

Ronnie de Camino, Senior Adviser for FCCF - Costa Rica// FCCF

Liabilities 					
Accrued expenses

		

Notes		
7

USD
132,034

Total liabilities		
132,034
		
Net assets at the end of the period		
9,164,937
I Class shares outstanding

96,972.129

Net asset value per I Class share		
65.88
		
J Class shares outstanding*		
27,753.850
Net asset value per J Class share*		

100.04

* J Class Shares were issued for the first time on 1 April 2019
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// 2 Statement of operations and other changes in net assets
from 1 April 2021 to 30 September 2021
Income

Notes

USD

Interest on loan agreements

106,242

Total income

106,242

Expenses
Fund management costs
Salary and wages of fund management

3

49,726

Travel and representation fees

15,285

Rent and Information Technology fees

14,619

Total fund management costs

79,630

Advisory fees

3

72,358

Sub-advisory fees

3

60,600

Central administration costs
Depreciation charges (formation expenses)

20,646
5

16,256

Custodian fees

11,349

Audit fees

10,432

Legal fees

2,608

Other administration costs

8

Banking charges and other fees
Subscription duty
Interest on bank accounts
Total expenses
Net investment income

The accompanying notes form an integral part of this report.

1,847
1,154

4

1,005
254
278,140
(171,897)

Net realised gain / (loss)

Notes

On investments

USD
-

On foreign exchange transactions

(28,402)

Realised result

(28,402)

Net variation of the unrealised gain/(loss)
On investment portfolio
Variation of impairment on loans

6

Variation of valuation of equity investments
Variation due to changes in the foreign exchange rate
Total variation on investment portfolio

(31,118)
241,755
(1,530)
209,107

On foreign exchange transactions

-

Unrealised result

209,107

Result of operations

8,808

Subscriptions

2,086,350

Redemptions

-

Total changes in net assets

2,095,158

Total net assets at the beginning of the period

7,069,779

Total net assets at the end of the period

9,164,937
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// 3 Statistical information
as at 30 September 2021

Total net assets 		
As at 30/09/2021

USD
9,164,937

Number of I Class shares
Outstanding at the beginning of the year		

40,272.750

Issued during the period		56,699.379
Redeemed during the period		

-

Outstanding at the end of the period		

96,972.129

Net asset value per I Class share		

As at 30/09/2021		
65.88
		
Number of J Class shares
		
Outstanding at the beginning of the year		
14,073.650
Issued during the period		

13,680.200

Redeemed during the period		

-

Outstanding at the end of the period		

27,753.850

Net asset value per J Class share		
As at 30/09/2021		

The accompanying notes form an integral part of this report.

100.04

"Unlike a simple
production chain,
in which producers are always
the weakest link,
here, all actors work together
to strengthen the value chain and
they are all implicated in the
chain through their roles."
Pedro Zúñiga Mora,

CEO at FUNDECOR Bosques S.A.

Unaudited semi-annual report as at 30 September 2021

22-23

// 4 Statement of investments and other net assets
Instrument //
Partners

Note

Country

Maturity

Ccy

Nominal
value

Cost
price
(in ccy)

Cost
price
(in USD)

Total
value
(in USD)

% of
NAV

Unreal
gain/(loss)
(in USD)

Financial instruments not admitted to an official stock-exchange listing nor dealt in on another regulated market
Shares (and equity-type securities)
Simplemente Madera
Marketplace

12

Nicaragua

NIO

25,398

2,540,000

81,386

-

0.0%

(81,386)

BluWood Industries

Costa Rica

USD

98,000

98,000

98,000

66,159

0.7%

(31,841)

Operaciones Forestales Sostenibles

Costa Rica

USD

75,000

75,000

75,000

74,774

0.8%

(226)

Izabal Wood
Company S.A.

Guatemala

GTQ

400

40,000

5,216

253,530

2.8%

248,314

Fundecor Bosques
S.A.

Costa Rica

USD

147,000

147,000

147,000

218,714

2.4%

71,714

In the Woods by
Fundecor S.A.

Costa Rica

USD

96,800

96,800

96,800

84,426

0.9%

(12,374)

503,402

697,603

7.6%

Sub-total
Loan agreements
BluWood Industries
Long Term Loan

Costa Rica

28/06/31

USD

800,000

800,000

800,000

809,951

8.8%

-

BluWood Industries
Working Capital 1

Costa Rica

30/04/22

USD

100,000

100,000

100,000

104,425

1.1%

-

BluWood Industries
Working Capital 2

Costa Rica

30/04/22

USD

85,000

85,000

85,000

87,061

1.0%

-

BluWood Industries
Working Capital 3

Costa Rica

31/10/21

USD

75,000

75,000

75,000

76,831

0.8%

-

BluWood Industries
Working Capital 4

Costa Rica

30/06/21

USD

50,000

50,000

50,000

51,246

0.6%

-

BluWood Industries
Working Capital 5

Costa Rica

30/04/22

USD

70,000

70,000

70,000

71,698

0.8%

-

BluWood Industries
Working Capital 6

Costa Rica

30/04/22

USD

110,000

110,000

110,000

112,668

1.2%

-

BluWood Industries
Working Capital 7

Costa Rica

30/04/25

USD

100,000

100,000

100,000

102,425

1.1%

-

BluWood Industries
Working Capital 8

Costa Rica

30/10/22

USD

90,000

90,000

90,000

92,207

1.0%

-

BluWood Industries
Working Capital 9

Costa RIca

30/10/22

USD

80,000

80,000

80,000

81,957

0.9%

-

BluWood Industries
Working Capital 10

Costa Rica

28/04/23

USD

40,000

40,000

40,000

41,566

0.5%

-

Fundecor Bosques
Machinery Loan

Costa Rica

30/04/32

USD

200,000

200,000

200,000

204,963

2.2%

-

Fundecor Bosques
Working Capital

Costa Rica

31/10/23

USD

250,000

250,000

250,000

252,436

2.8%

-

In The Woods
Working Capital 1

Costa Rica

30/10/20

USD

100,000

100,000

100,000

102,441

1.1%

-

In The Woods
Working Capital 2

Costa Rica

30/04/21

USD

100,000

100,000

100,000

102,425

1.1%

-

In The Woods
Working Capital 3

Costa Rica

30/04/21

USD

100,000

100,000

100,000

102,425

1.1%

-

In The Woods
Working Capital 4

Costa Rica

30/10/22

USD

120,000

120,000

120,000

126,161

1.4%

-

Country

Maturity

Ccy

Nominal
value

Cost
price
(in ccy)

Cost
price
(in USD)

In The Woods
Working Capital 5

Costa Rica

28/10/22

USD

80,000

80,000

80,000

80,780

0.9%

-

In The Woods
Machinery Loan

Costa Rica

30/04/26

USD

100,000

100,000

100,000

102,492

1.1%

-

Operaciones
Forestales Sostenibles
Working Capital 1

Costa Rica

30/04/22

USD

50,000

50,000

50,000

51,213

0.6%

-

Operaciones
Forestales Sostenibles
Working Capital 2

Costa Rica

30/10/22

USD

55,000

55,000

55,000

56,364

0.6%

-

Operaciones
Forestales Sostenibles
Working Capital 3

Costa Rica

30/10/22

USD

30,000

30,000

30,000

30,734

0.3%

-

Operaciones
Forestales Sostenibles
Working Capital 4

Costa Rica

28/04/23

USD

40,000

40,000

40,000

41,414

0.5%

-

Operaciones
Forestales Sostenibles
Working Capital 5

Costa Rica

28/10/22

USD

30,000

30,000

30,000

30,592

0.3%

-

Izabal Wood Company
Subordinated Loan

Guatemala

30/04/23

USD

115,808

115,808

115,808

122,207

1.3%

-

Izabal Wood Company
Machinery Loan 1

Guatemala

30/04/30

USD

170,000

170,000

170,000

174,484

1.9%

-

Izabal Wood Company
Machinery Loan 2

Guatemala

30/10/26

USD

330,000

330,000

330,000

348,418

3.8%

-

Izabal Wood Company
Infrastructure Loan

Guatemala

30/04/26

USD

100,000

100,000

100,000

103,845

1.1%

-

Izabal Wood Company
Working Capital 1

Guatemala

28/04/23

USD

125,000

125,000

125,000

129,419

1.4%

-

Izabal Wood Company
Working Capital 2

Guatemala

28/10/22

USD

75,000

75,000

75,000

76,153

0.8%

-

Izabal Wood Company
Forest Owner payment

Guatemala

28/10/22

USD

310,000

310,000

310,000

312,388

3.4%

-

Izabal Wood Company
Forest managementl

Guatemala

28/10/22

USD

100,000

100,000

100,000

100,770

1.1%

-

Instrument //
Partners

Note

Total
value
(in USD)

% of
NAV

Unreal
gain/(loss)
(in USD)

Fundación Naturaleza
Para la Vida - Forest
Owner usufruct
payment

6

Guatemala

31/12/30

USD

20,767

20,767

20,767

-

0.0%

(20,767)

Simplemente Madera
Marketplace
Working Capital

6, 12

Nicaragua

18/08/19

USD

164,000

164,000

164,000

39,402

0.4%

(124,598)

Sub total

4,321,560

47.2%

-

Total financial
instruments

5,019,163

54.8%

-

Cash at banks, term deposits
and savings accounts

4,084,934

44.6%

-

60,840

0.7%

-

9,164,937

100.0%

-

Other net assets /
liabilities
Total net assets
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Evolution of NAV
NAV/Share as at
30 September 2021
in USD

NAV/Share as at
31 March 2021
in USD

NAV/Share as at
31 March 2020
in USD

Initial subscription
price in USD

Class I Shares

65.88

65.28

67.80

100.00

Class J Shares

100.04

100.00

100.00

100.00

9,164,937

7,069,779

4,137,799

2,062,375

Performance
financial period
04/2021 - 09/2021

Performance
financial year
2020 - 21

Performance
financial year
2019 - 20

Performance
since inception

Class I Shares

0.9%

(3.7%)

3.9%

(34.7%)

Class J Shares*

0.0%

0.0%

0.0%

0.0%

Total Net Assets

* J Class Shares were issued for the first time on 1 April 2019

The accompanying notes form an integral part of this report.

// 6 Notes to the unaudited financial statements
as at 30 September 2021

GENERAL INFORMATION
/ A Structure of the SICAV
The Forestry and Climate Change Fund (the “FCCF”
or “Fund”) is a compartment of the Investing for
Development SICAV (the “SICAV”).
The SICAV is an investment company organised as a
public limited company (société anonyme) under the
laws of the Grand Duchy of Luxembourg and qualified
as a “société d’investissement à capital variable”
(SICAV). The SICAV is internally managed and has
been registered on 31 January 2014 by the CSSF as
an Alternative Investment Fund Manager (“AIFM”)
falling under the de minimus rule of Article 3 of the
Luxembourg law of 12 July 2013 (“AIFM Law”).
The SICAV was incorporated in Luxembourg on 7
October 2009 with an initial capital of EUR 31,000
divided into 1,240 fully paid-up shares with no par
value. The capital of the SICAV is equal at all times
to its net assets. The Articles were published in
the Mémorial on 2 November 2009 and the SICAV
is registered under trade register number L.B.R. B
148826. The SICAV is incorporated for an unlimited
period.
The SICAV is an umbrella fund and as such may
operate separate Sub-Funds, each of which is
represented by one or more classes of shares (each,
a “Class”). The Sub-Funds are distinguished by
their specific investment policy or any other specific
features. As at 30 September 2021, the SICAV had
created two Sub-Funds, the Forestry and Climate
Change Fund and the Luxembourg Microfinance and
Development Fund.
/ B Structure of the FCCF
The Fund is authorised as an undertaking for collective
investment (“UCI”) under Part II of the law of 17
December 2010 relating to undertakings for collective
investment (the “Law”). The Fund is a closed-ended
fund with commitments to subscribe shares from
a limited number of shareholders. The Fund was
launched on 20 October 2017.
The Fund has accepted commitments for two
classes of shares, namely Class I shares and Class
J shares, each targeting different types of investors
and evidencing a different level of risk. The Fund may
accept commitments during an 18 months period
following its launch.

The base currency of the Fund is the US-Dollar and
the financial statements of the Fund are presented in
U.S. dollar. The financial year of the Fund ends on 31
March of each year.
Copies of the Articles, Prospectus, the latest financial
reports and the latest annual report may be obtained
without cost on request from the Fund.
Copies of the material agreements mentioned in the
Prospectus may be reviewed during normal business
hours on any business day at the registered office of
the Fund.
/C
Investment Objective
The Fund aims at investing in a diversified portfolio
of unlisted forestry management companies and
operations for secondary and degraded forests. The
Fund seeks a triple bottom-line: environmental impact,
social progress and financial returns. The Fund seeks
in particular to mitigate climate change through the
sequestration and preservation of carbon in forest
biomass. The Fund balances economic considerations
with forest management models adapted to the
different ecological conditions of secondary and
degraded forests to ensure long-term sustainability
of its interventions. The Fund aims at financing and
developing entrepreneurial activities in the forest
sector and as such will not acquire directly forests or
land.
The Fund invests in equity or quasi-equity instruments
including convertible debt, secured and unsecured
senior or sub-ordinated debt instruments and
guarantees.
The Fund invests primarily in Central American
countries.

NOTE 1
SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES
/ A Presentation of Financial Statements
The financial statements are prepared in accordance
with Luxembourg legal and regulatory requirements
relating to investment funds.
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/ B Valuation of Financial Instruments
The Board of Directors aims to base the valuation
of the SDF Investment Instruments on the probable
realisation value which shall be estimated with care
and in good faith, in accordance with article 99 (5) of
the Law.
The choice of a valuation methodology will be driven
by the availability of the relevant information. There is
no certainty that the fair market value determined by
the Fund using its valuation policy is equal to the sales
price of an investment obtained in an arm’s length
transaction with a third party.
Debt instruments valued at nominal value of the loan
plus accrued interest represents its fair value except in
case of major changes in the interest rate environment
and in case of impairments. The Fund assesses
periodically whether a significant change in the
environment, performance or financial position of the
investee indicates that the loan instrument is impaired.
To assess impairments of debt instruments, each
investee is monitored through the reporting of financial,
operational data and key performance indicators,
review of its activities, audit and other reports. The
review specifically covers whether one or more events
have occurred which will have a significant impact on
the instrument’s future cash flows.
If the Fund concludes that there is evidence that a
financial instrument is impaired, it will determine the
impairment loss as the amount between the carrying
amount (including accrued interest, commissions,
where applicable) of the instrument prior to impairment
and the probable realisable value. The Fund usually
does not consider any reduction in value in the
instruments that results from the depreciation of the
investment currency vis-à-vis the U.S. dollar to be an
impairment, such reduction being accounted for as a
realised or unrealised exchange loss.
In case the Fund contracts currency hedging
instruments, these are valued separately from the
underlying loans. However, cross-currency swaps and
currency forwards which are linked in notional, spot
exchange rates, interest rates, maturities and other
terms to any investment are valued considering the
economic substance of the transaction.
For investments in the form of equity participations
the Fund may use different fair market value
methodologies in determining the fair value:
(i)
Following the Fund’s acquisition and up to
the first year of holding, the equity stake will be valued
at cost, i.e. at the Fund’s acquisition price and without
acquisition costs. A different valuation approach will
be taken if material changes in the investee or in its
operating environment occur during the first year
following acquisition;

(ii)
After the first year of holding, the value of
the equity stake will be estimated with reference to
prices of equity transactions or issues of new shares
involving the same investee within a reasonable time
of the Valuation Date. Such time is determined by
an assessment by the Fund as to whether material
changes within the investee or in its operating
environment have occurred since the date such
transaction took place;
(iii)
If such transactions are not available or
deemed not representative of fair value, the value
of the equity stake should be estimated based on
an income approach, using a discounted cash-flow
model ("DCF"). The use of a DCF model requires the
application of judgement and DCF models are likely to
be sensitive to a number of critical variables.
Whenever possible, valuations derived using one of
the above methods are cross-checked by industry
ratios contained in comparable transactions and ratios
obtained from comparable quoted companies, if and
when such data is available or become available in the
future
/C

Allocation of Net Asset Value Among

Share Classes
The two Classes of Shares offered by the Fund
correspond to different levels of risk, as Class I Shares
are subordinated to Class J Shares for which they
provide risk coverage.
The risk coverage provided by Class I Shares is
structured as a capital protection mechanism whereby
the net loss of Class J Shares (i.e. decrease of the
Net Asset Value of Class J Shares ("Class J NAV")
below the sum of the subscription price of each
Class J Share (the "Class J Protected Value") shall
be covered by Class I Shares by allocating to Class J
Shares as at each Valuation Day a portion of the Net
Asset Value otherwise attributable to Class I Shares
("Reallocated Class I NAV"), until the Class J NAV
becomes equal to the Class J Protected Value or Class
I NAV becomes nil. Such mechanism will be applied as
at each Valuation Day. An account will be maintained
of the total re-allocation of NAV from Class I Shares to
Class J Shares (“Class I Loss Coverage”). As at each
Valuation Day, if (i) the Class J NAV is greater than the
Class J Protected Value and greater than the Class J
NAV as at the previous Valuation Day; and (ii) Class
I Loss Coverage is not nil, 50% of the amount of the
difference between the Class J NAV and the Class
J NAV at the previous Valuation Day, adjusted for
subscription or redemptions of Class J Shares, shall
be restored to Class I Shares as at such Valuation Day.
Such mechanism shall be applied at each Valuation
Day until the Class I Loss Coverage is nil.

Inside of the forest, Costa Rica // FCCF

/ D Dividends
The Board of Directors may decide at its sole
discretion to distribute dividends at any time, in
accordance with the Prospectus and the Articles,
out of realised income derived from the Fund’s
investments (for the avoidance of doubt excluding
capital gains as a result of the realisation of an
investment) net of all interest and other sums payable.
The Board of Directors intends to make such dividend
distributions once a year, as soon as practicable after
the completion of the Class J Investment Period.

NOTE 2
SHARES AND NOTES

characteristics at its sole discretion.
Class I shares:
Class I shares are reserved for Public investors seeking
a developmental impact and wanting to leverage their
investment with resources from the private sector.
-

Class J shares:
Class J shares are aimed at Foundations, development
finance institutions, other institutional investors and
high net worth individuals. The minimum commitment
amount for Class J shares is USD 200,000.
-

The Sub-Fund presents a diversified and differentiated
capital structure, encompassing the public sector,
private institutions and private individuals.
Two Classes of Shares are issued by the Fund, namely
Class I Shares and Class J Shares, each targeting
different types of Investors, reflecting a different level
of risk. In addition, the Fund may issue Notes. The
two Classes of Shares and the Notes form one single
portfolio for investment.
The Board of Directors may issue additional share
classes and/or Notes with different risk and/or return

Risk profile: Junior

Risk profile: Senior

Notes:
The Fund may issue Notes aimed at High Net Worth
Individuals and institutional investors in one or several
tranches with a nominal value per Note of USD 1,000,
a maximum eight-year maturity and an interest rate
equal to USD 6 month LIBOR plus 1% - 2% plus
an additional performance dependent annual return
between 2% and 4%. The aggregate notional value of
Notes issues shall not exceed 30% of the committed
share capital of the Fund.
-

Risk profile: Senior to shareholders
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NOTE 3
ADVISORY FEES AND MANAGEMENT/
TEAM REMUNERATION
/ A Advisory fees
On 20 October 2017, the Fund concluded an
investment advisory agreement with UNIQUE forestry
and land use G.m.b.H, located in Freiburg, Germany.
The investment advisory agreement has been modified
with effective date 1 March 2020. The modification
mainly concerns the base of the remuneration of the
adviser, which was amended from invested capital to
capital committed to projects.
In consideration of the advisory services rendered
to the Sub-Fund, the Investment Adviser is entitled
to receive a fee (the "Investment Advisory Fee") as
follows:
•

Up to one year after the end of the Class J
Investment Period (as defined in the Prospectus)
2.0% p.a. of the Committed Investment Capital,
computed and payable at the end of each
semester; plus

•

During the Class J Investment Period up to
0.8% of the Committed Investment Capital
as a variable advisory fee compensating the
performance of the Investment Adviser. The
amount of remuneration in excess of 2% of
the Committed Investment Capital shall be
payable in Class J Shares of the Sub-Fund and
is contingent on reaching certain performance
criteria established by the Board of Directors.

•

Starting one year after the end of the Class
J Investment Period, 1.5% of the Committed
Investment Capital until the end of the Fund’s life.

Total investment advisory fees amount, for the period
ended on 30th September 2021, to USD 72,357.70 or
0.5% of total commitments of the Fund.
/ B Management/team remuneration
The Management and the Support Team are entitled to
receive a fee of a maximum of 2% of the Sub-Fund’s
Committed Capital, except for the first two years
following the Initial Closing date where this fee shall be
a maximum of 2% of Total Commitments (each time
excluding the Investment Advisory fee). This fee shall
be inclusive of the Management's and the Support
Team’s wages, salaries, bonuses and benefits, but
shall not comprise other organisational and operating
expenses incurred by the Fund.
From 1 April 2021 until 30 September 2021, the
management and support team, including costs for
the remuneration of consultants listed in sub-advisory
fees, amounted to USD 110,326.19 or 0.7% of the
total committed capital of the Fund.

NOTE 4
SUBSCRIPTION DUTY
The Fund is governed by Luxembourg tax law.
The Fund is liable to pay a subscription tax (taxe
d'abonnement) in Luxembourg at a rate of 0.05% per
annum on its net asset value, such tax being payable
quarterly and calculated based on the total net assets
of the Fund at the end of the relevant quarter. Classes
of Shares held exclusively by institutional investors are
subject to a reduced rate of 0.01%.

NOTE 5
FORMATION EXPENSES
As at 30 September 2021, the formation expenses are composed as follows (in USD):
Formation expenses:
At the beginning of the period

162,204

Additions during the period

-

At the end of the period

162,204

Amortisation of formation expenses:
Total amortisation at the beginning of the period

(106,774)

Amortisation during the period

(16,255)

Total amortisation at the end of the period

(123,030)

Net book value at the end of the period

39,174

Expenses linked to formation expenses

-

Amortisation of the period

(16,255)

Total expense of the period

(16,255)

NOTE 6
IMPAIRMENTS OF FINANCIAL INSTRUMENTS
The Fund has decided to set a 76% impairment provision on the outstanding amount of “Simplemente
Madera Sawmills” Marketplace (Nicaragua), primarily driven by the uncertainty in the country and therefore
the financial difficulties of the entity to fully repay its debt
The Fund has also written off the full amount of the USD 16,980 loan to Fundación Naturaleza para la Vida
(Guatemala).
The valuation and impairment testing of financial instruments is conducted twice annually in accordance
with the methodology laid out in the Asset Valuation Guidelines of September 2018 as submitted to the
CSSF.
The latest business projections from investees form the basis of our process and are assessed by the
Fund for accuracy and reasonableness. Based on this, the free cash-flow to the firm (“FCFF”) is estimated
and subsequently discounted, using the weighted average cost of capital, to arrive to the Enterprise Value
("EV"). The "EV" is allocated to debt and equity instruments, in accordance with their seniority ranking.
This enables the impairment value to be determined, if the EV is lower than the sum of debt. The valuation
of equity stakes results from the residual value after this analysis. If feasible, valuation cross-checks using
other valuation methods are also conducted.
Variation of impairments of financial instruments
Forestry company

30/09/2021

31/03/2021

(20,767)

(20,767)

Simplemente Madera Sawmills - Loan

(124,598)

(93,480)

Subtotal

(145,365)

(114,247)

(31,118)

(114,247)

Fundación Naturaleza para la Vida - Forest Management

Net variation of impairments on loans
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NOTE 7
DETAILS OF EXPENSES, ACCRUED CHARGES AND OTHER ASSETS
As at the reporting date, accrued and payable expenses consisted of the following (in USD):
Advisory fees

72,358

Administration fees

27,969

Audit fees

14,706

Wages and salaries

5,332

Custodian fees

4,323

Transfer agency fees

2,985

Domiciliation fees

2,898

Transaction fees

869

Subscription duty

580

VAT services fees

122

FATCA fees

(106)

Total

132,034

As at the reporting date, other assets consisted of the following (in USD):
Receivable from LMDF sub-fund

62,161

Taxes and VAT receivable

23,666

CSSF Tax

464

Telecommunication expenses

(391)

Representation fees

(1,320)

Total

84,580

NOTE 8
OTHER ADMINISTRATION COSTS
As at the reporting date, the other administration costs consisted of the following (in USD):
CSSF annual fees

927

Studies and research

730

Post & communication fees

441

Legal publications cost

207

Membership fees

165

VAT services

(623)

Total

1,847

NOTE 9
FOREIGN EXCHANGE RATES
The principal exchange rates rounded to two decimals applied at the reporting date are as follows:
1 USD =

0.86 EUR

Euro

1 USD =

35.11 NIO

Nicaraguan Cordoba

1 USD =

7.74 GTQ

Guatemalan Quetzal
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NOTE 10
STAFF
During the reporting period, ended on 30 September 2021, the SICAV employed five full-time staff and one
part-time staff member. The Fund’s Board of Directors adopted a Remuneration Policy for the fixed and variable
remuneration of the Fund’s staff, which is available for public consultation on the website www.fccf.lu or at the
registered office of the Fund.
During the reporting period, the Board of Directors decided on a target time allocation of 20% of the working
time of staff to the Forestry and Climate Change Fund.
The Fund did not pay any bonus or other variable remuneration to its Employees for the FCCF Sub-Fund during
the financial year.

NOTE 11
COMMITMENTS OF SHAREHOLDERS FOR SHARE SUBSCRIPTION
Commitments in currencies other than the U.S. Dollar are converted into U.S. Dollar once received.
Called upon and remaining capital commitments, converted into USD with the year-end rates, amount to
USD 15,093,450.

Subscription commitments by Share class and commitment currency
2020

2021

2022

EUR

900,000

900,000

900,000

USD

380,000

380,000

380,000

Class J Shares

NOTE 12
POSITIONS IN MONITORED JURISDICTIONS
The Fund’s portfolio includes an investment in Nicaragua. This country is currently listed as a Monitored
Jurisdiction by the Financial Action Task Force (“FATF”). The position is therefore considered as a high-risk
instrument from a money laundering and terrorist financing perspective with additional measures taken
accordingly. The investment decision was taken before FATF’s decision to consider this territory as a Monitored
Jurisdiction. Generally the Fund does not invest in jurisdictions which are either Monitored or subject to a Call
for Action by FATF.

The below table indicates the Fund's exposure to such geographies:
Geographical classificationn

Amount (USD)

% Total net assets

39,402

0.43%

Nicaragua

NOTE 13
RELATED PARTY TRANSACTIONS
The Fund considers each shareholder controlling 20% or more of total voting rights or any entity forming part
of the key management of the Fund, including its directors, as a related party. During the reporting period, the
Fund conducted the following material transactions with related parties, excluding subscription of shares and
commitments to subscribe for shares in the future:
- The Fund sub-leases an office and contracts services in the “Maison de la Microfinance”, a building leased
by Appui au Développement Autonome asbl (ADA) - investment advisor to the other Sub-Fund, Luxembourg
Microfinance and Development Fund at 39, rue Glesener, Luxembourg. IforD's Board of Directors of the Fund
estimate the rent to correspond to a rent agreed in an arm’s length transaction with an unrelated party.

NOTE 14
SUBSCRIPTION AGREEMENTS WITH DIRECTORS
Two directors have signed subscription agreements: one on October 20th 2017 and one on 19th February 2019.
Their shares have been drawn down in line with commitments from other Class J Shareholders, with the first
commitment calls occurring on 1st April 2019.

NOTE 15
SUBSEQUENT EVENTS BETWEEN THE PERIOD END UNTIL 29 NOVEMBER 2021
No material event ocurred impacting the reporting period of the Forestry and Climate Change Fund.
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