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Making REDD+ Real:
Guiding Principles and Operational Framework for
Tropical Forest Carbon

Copenhagen presents us a vital window of opportunity to centrstage landuse
change and its impact on terrestrial carbon storage, and to move governments
towards agreement for material mitigation of the 35% of global emissions which
arise from farming and from forest losses.

There is increasing evidence that a mitigation regime thainly values fossil and
industrial carbon incentivizes the use of bieenergy, and along with that, increases
pressures on conversion from forests and croplands, with a risk of increasing
deforestation emissions as well as food pricesFurthermore, extensve

deforestation and forest degradation in tropical forests has turned a natural sink
(estimated absorptions 2.95.9 GtC per annur) into a large source of emissions.
Together with the human welfare losses and ecological scarcities caused by tropical
deforestation, these factors point to the urgent need for a forest carbon agreement,
whereby, all parties collectively aim at halting forest cover loss in developing
countries by 2030 and reducing gross deforestation in developing countries by at
least 50 percent by 2020 compared to current levels.

1. Purpose of this document

The purpose of this document is to lay out the guiding principles and operational
framework for a proposed global agreement , focusing on tropical forests and
developing countries® ,which rewards reduced deforestation and forest degradation
(i.e. REDD), afforestation, ferestation, and forest conservation (i.e. REDPIus)
that lead to enhancement of forest carbon stock®©ur goal is to inform the
international discussion on this topicwell beforeCopenhagen, Dec 2009, so that
Copenhagen becomes a substantive step in the establishment of a REENs

1 Nine studies are cited which point in this direction in Annexurel.

2S. Lewis and L. Whiteé\ature, Feb 2009.

3 See Annexure 3or a discussion on the special significance of tropical forests in terrestrial
carbon storage and global G2 mitigation.



agreement. We base our recommendations on the content of the revised negotiating A
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and referred to as FCCBWGLCA/2009/INF.2dated 15" Sep 2009.

To ensure that the REDBPlus mechanism shall be effective, resulisased, flexible,

dynamic and incentive driven paragraph 106.1 in FCCC/AWGLCA/ 2009/INF.the

structure outlined here favours the adoption of a thregphased approach, similar to

that described in a recent options assessment report prepared by Meridian Institute

for the Government of Norway. This document proposes and describes workable

mechanics of each offtese three phases, in terms of key open ended issues. Thus,
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service cobenefits ; the nature and workable mechanics of reference levels set at
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needed for this to work ; and the criteria for eligibility at project and country level,

both for donor countries anddeveloping countries.

Acronyms

FC Forest Carbon

FCINSARP Forest Carbon National
Strategyand Action Plan

FCGERC Forest Carbon Emission
Reduction Certificate

FGERCP: PremiumForest
carbon Emission Reduction
Certificate

TFC Tropical Forest Carbon

2. Scope

We have argued in this papetthat OEAOA EO AT OOCAT O SITocAAA &£ O A
terrestrial carbon regime to be put in place, to accompany the current Kyoto regime

and its associated markets (eg: EBTS) whichstill constitute largelyA OA OT x 1

A A O & rebie. The scope of our propaa is two subregimes for the new
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4 See Annexure 1
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6 ibid
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Carbon, in the form of REDBPlus, as defined below. Our proposal is for a terrestrial

carbon contract which is not fungible with industrial carbon ( see Annexure 2), but

we propose that seAAT 1 AA O!' 11 A@ p OAIPDY adiGtiedi® OEAO £O1
developing countries can offset (to be decided) between 30%35% of their annual
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regime should be reviewedn 2020, based on global performance on forestry

emissions, onnew schemesmooted for terrestrial carbon (eg:agricultural schemes).

This overall approach and design would enable donor nations to meet their offset

demand n green carbon through those countries that meet country eligibility

criteria (outlined in section 6.2) and have established FGISAP by Phase 2. We

suggest that Phase 2 (fund phase) should be available from 2012 onwards, for those

which meet eligibility criteria, and Phase 3 (market phase) should be available from

2015.%2 #6 O CAT AOAOAA AOT i £ OAOGO -BRCOAT T x1 Ol A
compliance markets, stripped premiums in FERGP (Premium) markets from

2015.

We see Tropical Forests as the priority @na forstartingthe OCOAAT AAOAT 16 OAC
Z because if its high performance and potential as a ladgased mitigation engine

akready capturing anestimated 4.8 GICO2 becauseof the high deforestation

(largely tropical forests) which comprises 20% of CO2missions, and because of the

attendant socialand ecologicabenefits astropical forests are mostly in developing

countries (see Annexure 3).

As mentioned in the FCCC/AWGLCA/2009/INF.2 Alternative/Addition 1,
Alternative 2 and Alternative 3, it is reconmended in this document that the
purpose of REDBPIus is to assist developing countries in:

a. Contributing to the objective in Article 2 of the Convention;

b. Enhancing efforts to achieve sustainable development goals through their
nationally appropriate miti gation strategies;

c. Meeting their commitments under the Convention and related international
agreements;

d. Conserving biological diversity and combating desertification;

Developing comprehensive laneuse inventories and monitoring frameworks;

Developing robug national carbon monitoring and accounting systems that are

subject to review and;

g. Establishing national forest emissions levels, which take account of national
circumstances, and that are agreed by the COP based on independent expert
advice.

-~ o

It is criti cal that a forest carbon agreement posKyoto also adopts a framework to
ensure that multiple benefits are generated for livelihoods, biodiversity and



ecosystems through avoided deforestation and degradation projects that are
implemented.

As described insection 3.4 below, the REDIPlus operational framework proposed
here favours the adoption of quality standards and standard international ratings
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benefits ( livelihood support, freshwater enhancement, biodiversity conservation,

andotherscA AT 1 MRATOMIEOOSG q AT A Al1T x A POEOAOAI U
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aid, philanthropic, CSR, and trading interests.
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activities,

2.1 Terrestrial Carbon

# A O A &sladvhole This is because natural areas, plantation forests, agricultural
lands and pasture lands can all perform carbon sequestration and storage functions
to varying degrees at various stages of #ir life-cycles, and land use change from
one to the other needs to be managed to several objectives including emissions
mitigation.

2.2 Tropical Forest Carbon

Deforestation and forest degradation cause onéfth of our current CO2 emissions.

Land usechange from natural areas to human habitation and agricultural use thus,

needs to be addressed with urgency in many parts of the world where ecosystem
degradation and biodiversity losses are severe, damaging to human welfare, and
potentially irreversible. It is noted (see Annexure3, & references) that this is

particularly the case in tropical forests, most of which are in developing countries.

This leads to the immediate focuso® 4 OT PEAAT &1 A& of# AOAT T 6 h
Terrestrial Carbon. It is noted and greed that geographical areas covered in some
instances extend beyond the tropics where justified by contiguity, sovereignty,

ecosystem types, and observed deforestation pressures.

2.3 Activities in Scope

Which activities to reward through a Tropical Foest Carbon agreement is a critical

success factor. It also has ethical implications, as some developing nations have been

OAAOI U 11 OGAOOG ET cCciiT A AT 1T OAOOAOGEIT AT A OEAC
recognizing and rewarding lower deforestation and égradation. Furthermore,
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The operational REDBPIus framework outlined here integrates the fact that
measuring and managing the effectiveness of conservation is an important
component of a Tropical Forest Carbon agreement, in addition to measuring and
managing baselinereferenced reductions in deforestation and forest degradation.

In-scope activities aretherefore agreed as follows,

(a) Reduced Emissions from Deforestation, set and measured against an
appropriate Reference Level,

(b) Reduced Emissions from Forest Degradation, set and measured as in (a)
above,

(c) Carbon sequestration through afforestation in agricultiral zoned land, fallow
lands and waste lands, and restoration of degraded forest land,

(d) Improvements in Conservation Effectiveness and Ecological Restoration
(three eligible outputs: measurable improvements in ecological services (eg.
freshwater capacity,Protected Areas), in biodiversity (eg. threatened
species) and in community engagement (eg. enhancing livelihoods without
impairing conservation).

Since effective conservation is generally observed in countries on the path to

improved forest governanceOAx AOAET ¢ OEEO OCIi 1T A AAEAOEI 606
vital both from an ethical perspective and to ensure that REDBIus, does not create

perverse incentives.

3. Phasing

Phase 1 constitutes capacity building in REDBIlusdevelopingcountries and the
begnning of national REDDplus strategy development fefer to paragraph 106.1 in
FCCC/AWGLCA/2009/INH.2n the form of Forest Carbon National Strategy Action
Plans (FENSAPs) with support from Annex | governments and institutions such as
the World Bank Forest Carbon Partnership Facility and UNREDD.

Phase 2 involves implementation of national REDPlus policies and measures in
combination with compensation for resultsbasedemission reductions and removals
from the forestry sector[paragraph 106.1 in FCC@WGLCA/2009/INF.P

Within Phase 2, a secondomponent is an international Fund set up under the
UNFCCC to facilitate REDBIus implementation [refer to paragraph 113 Option 1
and Option 2 in FCCC/AWGLCA/2009/INF.2 and paragraph 127 Option 3 in
FCCC/AWGQTA/2009/INF.1] and to leverage global willingness to pay, support
technology transfer, policy implementation and institutional arrangements, scaling



up of demonstration activities, MRV paragraph 113 in FCCC/AWGLCA/2009/INH.2
and to aggregate and develop critical mass of eligible RED®lus projects.

Phase 3 is a resultdhased compensation mechanism in the form of a cap and trade

compliance market for fully measured, reported and verified emission reductions

and removals from the whole forestry sectofparagraph 106.1 in

FCCC/AWGLCA/2009/INH.2WVe further recommend that Phase 3 includes an

AAEOT AO O0OCAIT EOIi 6 1 AOEAO OEAO OAxAOAO 1 AAOGOC
livelihoods, biodiversity and ecological services resulting from emission reductits

and removals activities above from the whole forestry sector.

3.1 Rationale for Phasing

4AEAOA EAO AAAT AT 1T OEARAOCAAT A AAAAOGA 11 OEA ORA
approaches, but most of this debate has missed the point that these can be two
mutually reinforcing approaches, if properly sequenced and structured.

Secondly, given the technical, legal, operational, and governance complexities of
forest carbon, it is vital that careful preparation and capacity building precedes any
fund or market based mechanism.

This REDDPIus proposal therefore, favours the adoption of a threphased

approach, similar to that described in a recent options assessment report prepared
by Meridian Institute for the Government of Norway. This approach optimizes
dOOET C 0OEAOA pq 11 CIEIC ATA AEOAOOA B2%$s$s A
prepare the ground for a tropical forest carbon mechanism, by incentivizing in
country conditions through core capacity building and national REDPIus strategy
development [paragraph 106.1 in FCCC/AWGLCA/2009/INFi@ the form of FG
NSAPs that create eligible projects. In Phase 2, which is similar to the Amazon Fund
proposed by Brazil, it leverages global willingness to pay through a fund mechanism
to facilitate REDDPIlus implementation [refer to paragraph 113 Option 1 and Option

2 in FCCC/AWGLCA/2009/INH,Znd also aggregates and develops a critical mass of
eligible and performing projects which can later issue tradable certificates of
emissions reductions (FEERC) in Phase @hich are the underlying instruments for

a forest carbon marketplace.

ET C %i wOOEI T O A&OI I
2APi 006h - AOEAEAI



Phases of Forest Carbon

Phase 1 SUPPORT (capacity building of Forest Carbon-National Strategy Action
Plansin hostcountries and setting up conditions to trade FC-ERCs 2015 onwards in
national offsetmarkets in donor countries)

Phase 2 FUND (clearing house approach informed by register of
projects and host-donor agreements)

Phase 3 MARKET (Forest Carbon-Emission
Reduction Certificates generated in Phase 3 and
traded underthe compliance market. Premium
FC-ERCs stripped andtraded in a separate
Market that rewards co-ben efits oriented projects
that go beyond carbon capture)

Jan 2010 2012 2015

3.2 Phase 1 (Support Instrument) 2010 / Copenhagen onwards

4EA OEOAA 1 AET T AEAAOQOEOAO 1 £# OEEO PEAOA AOA
# AOAT 1T 3 0O0O0AOA CU-NSAP) ddcOnients frord firshnhoder dousatties, to

fund capacity building to run a well governed, MRV bound, legally empowered,

O1 A OO A Aiér of bénéiidiakies approach during Phase 2 in these countries, to

establish reference levels and thirdly, to fund &rge initial population of

demonstration projects such as already proposed and financed by EREDD and by

OEA 71 OI A "ATEGSO &I OAOOparsghaphxi28in 0 AOOT AOOEED &
FCCC/AWGLCA/2009/INA.1

Such bilateral finance would be guided and encourag to fund the setting up of
appropriate policy frameworks and MRV frameworks that include creating robust
national monitoring systems, country level aggregate forest carbon databases to
record on going activities and quality of projects and involvement ahdigenous
peoples and local communitiesrefer to paragraphs 119, 120 and 120.1 in
FCCC/AWGLCA/2009/INH.2



Phase 1 preparation and support, for engagement in Phase 2

Funding GovtiBody Local Government Eligible Projects
‘ Donor Government 1 ‘ * | Host Country 1 ‘ —————— | Project1.1
‘ Financial Institution ‘ Host Country 2 ‘ D E—————_ | Projeth.‘l
‘ Donor Government 2 ‘ 5 | Host Country 3 ‘ —* | Project22

Building capacity for FC-NSAPs, carbon :
accoun%ng, projh;ct rating meth odologies, leemeeeeesrmmee——a= _:|M
cross-referencing NSAPs with land-use
planning, MRY andlegislations and Under anested approach setting criteria for project
institutions needed to empower three tiers developers that promote co-benefits, auditing project
{(national, sub-national and communities) impacts on species and communities, non delivery
to receive Forest Carbon payments, and liability and creating a flow of information about
on-going activities and leakage intothe FC-NSAPs.

3.3 Phase 2 (Fund Instrument) 2012 onwards

Phase 2 involves implementation of national REDPlus policies and measures in
combination with compensation for proxy-based results for emission reductions
and removals from selected forest activities and land use and lande change
categories paragraph 106.1 in FCCC/AWGLCA/2009/INF.2

A second component of Phase 2 is an international Fuidhsed mechanism. A
Clearing House approach is envisaged, which centrally registers and monitors all
eligible projects which use bilateral funding, as well as an international fund set up
simultaneously to supplement bilateral funding.

Phase 1 would alreadyhave created ircountry institutional readiness (MRV

OOAT AAOAOh &# AAOAAAOAOR DPOTEAAO ATA TA
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projects in Phase 2. In addition, under Pls® 1 those countries that have established
reference levels would be able to engage in Phase 2 and begin to negotiate
agreements with donor governments through the Fund. Ex ante payments would be
negotiated bilaterally by donor anddeveloping governments and be defined by the

accepted terms of the agreement between the two parties.
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This phase has two main objectives [refer tparagraphs x.30 and x.31in
FCCC/AWGLCA/2009/INH.IThe first is to implement country-level forest carbon

strategies and plans amogst participating developing countries which have tropical

forests. Phase 2 capacity building would include an improved national accounting

framework (note : UN-SEEA revision is in progress) to measure and recognize forest

biomass and its ecosystem servicealues, through setting shadow prices for forest

carbon capture and other ecosystem services of tropical forests. National and

Project Accounts would be consistent, and Performance reports would enable the

monetary role of the Fundbased mechanism to beeflected in national accounts.

The second objective is to fund a significant population of eligible projects in

participating countries whose performance during Phase 2 is measured and

rewarded against reference levels, which have been established undend®e 1 and

before donor-developing country government agreements are formed in Phase 2.

AEEO Al AOI AT O AT-EIOEAAD OABD OAAARR OETGA OOEOAAI
unified international fund, as it helps better reflect governance concerns and

performance risks in project selection through empowering and following
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Phase 2 (“Sell” side) from the project to host country level

Clearing House Host Government Local Government Eligible Projects
Fund
—{ CHFund +—————— | Host Government ‘ 47‘ Local Government 1 ‘47 | Project1.1 _

‘ Local Government 2 ‘1—| Project2.1

| Project22

L International Fund ] Project quality information based on
| J \ ratingmethodology setup by FC-

NSAPsis deliveredto local

govern ments,

Based on the flow of information from the projects
andlocal governmentstothe host country FC-NSAP,
quality and project profiles are recorded in the CH
Fund. Donor-Host Agreements are formed based on
the register of rated projects in the CH Fund.




Phase 2 (“Sell” side) at the International Clearing House Fund and Donor Level

Clearing House Host Government

Fund

CHFund ‘ +—— | Host Government

Donor-Host Agreements are formed based on the register of projects
inthe clearing house fund, with technical assistance from the CH Fund

| andtherisks perceived by the funding body.

l 10% =1 10% of each donor-host agreementis investedin the international fundto
: ensure equity by addressing high risk countries and countries with low

-

deforestation trends and high forest cover.

International Fund l

ClearingHouse administersthe international

| fundanddissemination of finances.

Firstly, this approach will create a positive bias towards higher quality (lower risk)

projectsAT A AT 01 OOU &£OAI Ax1 OEOS8
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projects is healthy, as it will demonstrate their benefits early, providing models of
success for other countries and projects to emulate.
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