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Complex and uncertain Climate Change finance.
Is REDD+ different?

REDD+ carbon credits supply likely to be bigger
than demand?

Where we stand?

How to match demand of finance to achieve
sustainable results?

Is there a single solution? Only one sequence?
What we learnt REDD+? Did we

o | -
- |
AL
. i Ao

" SE




PR OGRAMA wg‘.ﬂ
ONUREDD Questions?

 Complex and uncertain Climate Change finance.
Is REDD+ different?




Flgure 1: Scale of global and International finance

PR OGRAMA Source Slighthy sdapted from the B8 figune 111

Global total climate finance
+340- 650

Climate Change
Global Finance oot e

+40-175

{Induding both public and private flows of financa)

e

I""'|.

e
Flows to developing countries

Co m p I ex eee / . through p:;lél_u::l_lgstltutlnns
Uncertain? '

e

v

/’_,-F'___‘-l-..,‘_\ / ﬂt h ar
- officlal flows
_ N j

’__..-"_ I"‘-,.

! +14-15

MDB finance Climat
+15-23

REDD+
short term

Estimabes of global totaldimais
fArancs Induds beth pubd cand

privaisseurcas, nchidng sk d WD Thows ara ad jusbad o achyda Furd: accuniabk o the Bilatera QDA fiows ara Flgures rpRsnt ot
ve rs u S atimaba of enargy eMidancy satsmal Ui manag d by UNFOOCCOP Incudingthe adpusiad o aeduds nding rangas of asilmateed Aranca
Ireeaztrnan Tha estimaia lx Blalyio  WDEs and Andingts scoromke N GEF, LOCF, 50CF, and the thmughmuiiater dimai (I ding sub catagaria
b 00 i ervative, transition £ non-devaloping ooumirks. Adapeathan Fard Pureds 1o mduca doubls |daniified].
omniing.

The Rciargke mprasomt th e subsats of firenca tatwera incieded |n Fast Start Finano (F5F) reports ard In
the subimszions of Blennial Raponts [ERS) of da velopad coumiri s Repectivaly. m“t}.nf sure tand I’Ill'lg'

long term

Relatively certain  [JJJ]

' Biennial Assessment and Overview of Climate Finance Flows 2014
Medium certainty [

13 The BA estimates cther climate finance flows between developed countries
[Horth-Merth) or desweloping countries (South-Southi. Relatively uncertaln .



Questions?

 REDD+ carbon credits supply likely to be bigger
than demand?
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Figure 11 Estimated global REDD+ supply and demand from 2015=2010 a comparison
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A report of the Interim Forest Finance (IFF) Project, January 2014

9,900 Meco.e

SUPPLY: Upper bound estimate of global supply of emission
reductions needed from all forest and land-use activities in
order to achiewe a 50% reduction in deforestation by 2020

2475 MtCO,e

SUPPLY: Example of supply of REDD+ emission
reductions from 2015-2020. In this scenario, the upper
bound estimate of global supply (2300 MtCo_g) is used
and we assume that 25% of emission reductions are sold
internationally through a RECD+ trading mechanism.

825 micope

SUPPLY: Example of supply of REDDH+ emission
reductions from 2015-2020. In this scenario, the lower
bound estimate of global supply (3.300 MECO,e) is used
and we assume that 25% of emission reductions are sold
internationally through a REDCD+ trading mechanismm.

® 253 mcoe

DEMAMD: Total potential dermand for
REDDH+ emission reductions between
2015 and 2020, as of January 2004
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Key assumptions used in estimating global supply and demand

ASSUMPTION

A global deforestation reduction target
of 50% on current levels by 2020.

Mot all forest and land-use emission reductions
will be paid for through an international REDD+
trading mechanism. In this report, we use

25% as an example of the percentage of the
global supply of forest and land-use emission
reductions that are paid for through REDD+.

Carbon price of US$51tCO,

Stimulating Interim Demand for REDD+
Finance (IFF) Project, January 2014

REASON

The target proposed by the European Commission, which includes many donor countries,
and is used here in the absence of a global target agreed by all countries.

The importance of an international trading mechanism for REDD+ emission reductions under
the anticipated global climate agreement is undecided. We assume that for every four units of
REDD+ emission reductions generated by tropical forest countries, at least one is sold on the
international market, likely to be used as an offset, while three are used for compliance with domestic

targets.This assumes a significant role for an international trading mechanism, but not such a large
role that it disincentivises domestic action in the industrialised, non-tropical forest, countries.

An implicit price for forest carbon is unlikely to emerge whilst there is no
liquid secondary market. In the absence of this, U5$5/tCO, is an estimate of the
carbon price used by some market participants, e.g. the Amazon Fund.
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e Where we stand?
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Interaction of Needs and Sources

Needs

- Strategies, plans

- Needs for building
capacities and

Sources
- Bilateral
arrangements

Multilaterals
(Funds and programs):

Financial
agreements

arrangements
Resource needs for
implementation of
policies and actions
Needs for

performance
assessments Present (short term)

versus

- Readiness
-Investments (PAMs)
-Result Base Payments

Indirect
Domestic budgets
Other funds

NGOs support
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Donor country pledges for REDD+ for the period 2006-2014

500 |

- Most donors ...

= 2000 - Both (Multilateral and bilateral)

E o For what?

5 L Scale, timing...?
0- —

Source: Compilation of public sector reported data from the REDD+ Partnership Voluntary REDD+ Database and ODI and HBF Climate
Fqnds Update covering REDD+ financial commitments for 2006 to 2014. From Norman and Nakhooda, 2014.




REDD+ Needs......

- Readiness
-Investments (PAMs)

National -Result Base Payments
Strategy
or

Action Plan

'

FREL/FRL

SIS

(safeguards)
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REDD+......Sources

- Readiness
-Investments (PAMs)
-Result Base Payments

Sources
- Bilateral arrangements (mostly RBPs)
- Multilaterals (Funds and programs), examples:

Readiness

Investments (PAMs)
FCPF Readiness Fund FCPF Carbon Fund

UNREDD Programme
GCF?

NGOs projects (mostly readiness)
- Domestic budgets (mostly investments)
Voluntary Markets (RBPs)

Others (Amazon Fund, CBFF, etc.)




Multilateral is
playing a role....

6 Multilateral

funds: unrepp,

FCPF (Readiness/
Carbon), Amazon Fund,
CBFF, Bio carbon Fund
Initiative for sustainable
forest Landscapes, FIP

B O
Marigold Norman and Smita Nakhooda. 2014, “Th
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Total financial
Type of pledee/ invesmment
funding/ donor Scope of Data Data Tracking Institution,/source reported in millions
5§

21 donor conntoes®

Deh.igdmmrn:tamlnm:{ﬁ.hhun

cu:u FSF data 2010-2012
Volnatary REDD+ Database (VED)
of the REDD+ Partnesship (2006-
2005

4035

& mmitilateral REDD+ / fogest
focnsed funds *

ODI HEI CFU teacking (2008-March  _
2014) ez >

21 donors and & mnltlateral
REDD+/ forest foensed fonds

21 donors and 6 pnltdatecal
REDD+/ forest foeused fonds

10 REDD+ comatries'®

162 projects

Finance” CGD Working Paper 378 . Washington, DC: Centes for Global [lis

'-‘- pment.

mm
e

ODI FSF data 2010-2012

Veluatary REDD+ Database (VELDY)
2013)

Detailed assessment and compilation
st

ODI FSF data 2010-2012

Voluatary REDD+ Database (WVELY)
of the BEDD Partnership (20068-
2013)

465

Forest Trends' REDD Maech 2014 101

Ecosystem Marketplace 2013 200
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... different aggregation
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Figure 1: How global REDD+ finance stacks up: Public and private pledges 2006 to

March 2014
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Multiple:
Unknaown
Other multilateral
Private foundation
Multiateral-Congo Basin Forest
Fund

w Multiatera-UNREDD

m Multiateral-FCPF Readiness
Fund

u Multdateral-FIP
Bilateral

HPrivate secior

™ Bilateral PEP-Gemmany's REM
Bilateral PEP-GRIF
Multiateral PEP-BioCarbon Fund
Multiateral PBP-FCPF Carbon

Fund

B Bilteral PEP-MorwayIndonesia
Partnership

B Multdateral PBP-Amazon Fund
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Where countries stand?

Long Term

Strategies and Sustained Mitigation

plans
(Inyestments
gi?l?if:g Implementation PAMs \
... more like a
cycle than linear... * /
RBPs Monitoring, &
Contributions to reporting and Short terd

Mitigation verification

Readiness

T
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* How to match demand of finance to achieve

sustainable results? Is there a single solution?
Only one sequence?
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Forests/ Cocoa Landscapes:
Context & Funding Potential

.

S Results & 3
E “Readiness” Implementation & B
9 Ph Performance ] &

] ase Investment | .0
O Payments E

; FCPF Grant: Ghana - Forest £
) $3.6m Investment 3

= Cocoa / Forest i
= FCPF Add On Program . v

t N Landscape - Emission | 3

) Financing - $5 m . 0

3 WB Project Reduction Program | =

a -60- 2
> REDD+ Readiness 330m 550 60-m g
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2 Pilots by 3" Parties AfDB Project FCPF Carbon Fund: =

9 $10m Payment for Results [ 5

2 B
L IFC Project BioCF CarbonFund | 3
A — $10om @ "8 9
2 1\ PilotProjects - | Global Green %
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REDD+? Did we
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Not a single standard solution, need to adapt to country situations....

Cumulative
emission
reductions

M Result based climate finance

m Climate finance (investment)

General finance for sustainable
land use

Amount of Finance

B General finance for activities
leading to
deforestation/degradation

ETA




What we learnt?

 REDD+ not linear, more a cycle. Timing and scale of
finance matters to country processes and differences.

 Many countries face barriers for implementing the
national REDD+ policies and measures and significant
funding is required to overcome some of these barriers.

* Long-term, cumulative emission reductions only can be
created and maintained from a financing mix.

* Need to leverage existing finance and ensure this will
contribute to sustainable land use (amount often many
times larger than climate finance) if long term |
mitigations,isiai g
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http://www.un-redd.org/
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Multilateral Is playing a role....
Table I: Examples of the largest current REDD+ funding channels and the phases they target
o — PLEDGED DEPOSITED DISBURSED
FUNDING CHANNELS PHACE | PRASE 2 PHASE3 (USFMLN) (USSMLN) (US$S MLN)
MULTILATERAL / \
FCPF READINESS FUND / v \ 240 240 16
FCPF CARBON FUND | 4-\——- v 390 219 0
FIP \ v I 611 490 0
CONGO BASIN FOREST FUND \ v v 186 164 35
UN-REDD PROGRAMME \ v v / 173 171 130
BILATERAL N / > 1,500
BRAZIL AMAZON FUND v v v 1030 785 95
GUYANA REDD+ INVESTMENT FUND (GRIF) v v v 250 70 14.4
NORVVAY-INDOMESIA LETTER OF INTENT? v v v 1000 40 40

Source: Adapted from 15U, 2011 using data from climatefundsupdate org. fundoamazonia gov.br, fundoamazonia.gov.briprojects,

fiftrustee worldbank_orghwebroot/data’GRIF_TR_03_ 13 pdf

Mote:The development of REDD+ at a national level in developing countries is implemented in three phases (UMFCCC, 201 1): planning and capacity building;
implementation of a national RED D+ strategy; and payments for results-based emission reductions.

=




Figure 6: How donors are channeling REDD+ finance for the period 2006-2014

m Multiple channels (both bilater
and multilateral)
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Percentage of finance
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Marigold Norman and Smita Nakkoods. 2014. “The State of REDD+
Finance.” CGD Working Paper 378 . Washington, DC: Center for Global -
s Development.
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Figure 1: How global REDD+ finance stacks up: Public and private pledges 2006 to

March 2014
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other updated analysis

Deposited

Pledged

(USD M)
Amazon Fund 1,033.60
Forest Carbon Partnership Facility - Carbon Fund (FCPF-CF) 388.40
Forest Carbon Partnership Facility - Readiness Fund (FCPF-RF) 355.13
Forest Investment Program (FIP) 599
UN-REDD 248.84
Congo Basin Forest Fund (CBFF) 186.02

Figure 3: Regional distribution of approved
multilateral REDD+ finance

® Asia and Pacific 8%

® Global 11%
Latin America and Caribbean 59%
Sub-Saharan Africa 22%
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Figure 1: Dedicated REDD+ funds and initiatives

(see Table 1 for expanded acronyms)
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