Colombia
Commercial (re)afforestation in Magdalena Bajo

The Magdalena Bajo Commercial (Re)afforestation Project (PRC) was designed to protect soils against erosion and to produce high-quality construction timber. It was implemented on an initiative from a Colombian institution, Cormagdalena, which is responsible for navigation on Colombia’s largest river, the Magdalena. The programme was initiated in 2000 and now covers 4,000 ha, mainly planted with teak, gmelina, and ceiba, with a further 1,000 ha planned in the next few years. The plantations are established on private lands by livestock farmers on the Atlantic Coast, including small landowners, and are financed through contracts signed by the owners, the Colombian public investors (Cormagdalena and Finagro Bank) and foreign private-sector investors (Carbon Positive, Faber-Castell and ONF International). ONFI provides technical support and is responsible for setting up and monitoring the project’s carbon component.

Economics of the project

The project generates income of two types:

· Income from timber products is of primary importance, accounting for about 88% of total project income. This calculation is based on timber prices per species and diameter class on the local market (2nd and 3rd thinnings), and on the national and international markets (final felling). Most of the income is from the latter; and

· Income from sales of carbon credits accounts for about 12% of total project income, based on a sale price of 3€/ tCER. Although carbon income is much lower than income from timber, it improves project cash flow by accruing at an earlier stage.

Project expenditures are for:

· Plantation work: 55%;

· Technical assistance and support to operations and investment in training, and technical and financial monitoring of local service providers: 24%;

· Costs to secure land titles: 18%; and

· Carbon transaction costs (methodology, PDD, registration, etc.): 4%;

Project financing

The project has five financial partners:

· Landowners provide their lands (contribution in kind) in return for 25% of the total income from timber products and carbon credit sales. The landowner share planned at the outset was therefore voluntarily increased in proportion to the actual value of their contributions (18%), in order to develop new (re)afforestation activities in the project zone.

· Initial investment was from public sources (CORMAGDALENA followed by FINAGRO) to launch the project in 2000-2006, and also to maintain the plantations established until final felling. As from 2008, private investors (Carbon Positive for by Faber Castell) gradually took over to extend the plantations with other landowners in the same zone, but with no change to the established rules of distribution.

ONFI, which has supported the project from the outset (set-up of the technical, organizational, financial, and carbon components), is financing the entire costs of the carbon component with equity capital in return for 35% of the credits.

Sales of carbon credits

Ownership of the carbon credits is divided between the project landowners and financing institutions in the same way as timber products, minus the 35% ONFI share. The CDM standard was chosen for project validation because of its reputation. To facilitate credit sales, verification according to the VCS standard may be chosen.

Contact: Martin Perrier – ONF International, martin.perrier@onf.fr
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