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As you just learned, I do cover up the Asian countries as part of my portfolio and I will feature
some of the work in the region. Unfortunately, I just returned from the region and was not able to
be with you in Tokyo today. However, I hope that I can give you a short overview and a couple of
examples of the work that we are doing internationally through our global programs managed by the
Wortld Bank, and give you a few examples of the work we do specifically in the Asia region, which may
be of most interest for you. Let me start with a quick example just to give you a sense of how our

wortk is about.

What you see here are pictures from the Humbo landscape in Ethiopia. In the upper left is a
denuded hillside in 2004, and the picture at the bottom right is as it is today. Clearly, it is much
greener, more forested, and much richer in carbon. You see the same landscape seen from space in
the upper right. That is precisely the kind of transformation we hope to achieve through the
financing and the funds provided by the World Bank. The example that you see here was at the scale
of 500,000 hectares approximately, and generated about seven million tons of COZ2 equivalent in terms

of emission reductions over a 10-year period. While this was pioneering, significant, and we learned
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many things from that, and in fact this was even placed at the BioCarbon Fund! of the World Bank,
we want to take this experience to a very different scale, including to another initiative of the
BioCarbon Fund, the Initiative for Sustainable Forest Landscapes? (ISFL), and in particular the Forest

Carbon Partnership Facility that you should learn about.

LAND REQUIREMENTS FROM DIFFERENT SECTORS
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TRANSFORMING LANDSCAPES REQUIRES
INNOVATIVE WAYS TO ...

With that example in mind, let me give you a bit of a background to set the stage for our work.
This is a statistic in background that you are probably very well aware of. What you see here in this
chart is the increasing requirements from different sectors on land, which are multiple large and
competing. What you see in the colors in this pie chart is the land area globally that is accessible in
pink, remote in green, and unavailable in yellow, for instance, because it is urban.  What you see in the
pie chart on top of that labeled with the black font is the demand for land as protected by the middle
of the century. As you can see, very quickly in the scenario we will be running out of land (certainly
accessible land) to accommodate all the land users that are needed for forests, for crop lands, for

bioenergy, and etcetera.

Just this as a backdrop, you will obviously know that transforming landscapes in this context is

very challenging. It requires a number of innovations. I want to touch on three areas in particular

1 https://wbcarbonfinance.org/Router.cfm?Page=BioCF&ItemID=9708&FID=9708
2 http://www.biocarbonfund-isfl.ore
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of how we engage people differently in an innovative fashion to make this transformation possible,
how we harness technology to get results, achieve that scale, and measure that scale, but also how we

leverage finance differently from how we have done it in the past.

The Challenge We Address

THE CHALLENGE WE ADDRESS:
TO PROMOTE RURAL DEVELOPMENT IN A CLIMATE-SMART WAY

1/4 of global greenhouse gas emissions 75% of the world's poor are rural and

come from deforestation, unsustainable depend on healthy landscapes for their
agricultural practices and land. . livelihoods, food security, and development
Agriculture is the main driver of opportunities.

deforestation worldwide.

Forests and Landscapes Climate Finance (CCGFL)
Working toward climate smart landscapes

ey &
— Bbolwon Lund
“Transforming land, lives, and the way we do business.”

* 51.6 billion of carbon finance for forests and landscape transformation

F ing new i ive mechanism: Results-based finance for emission
reductions at the landscape level

* Working across Sectors: Enwironment, Agriculture, Energy & Extractives

Global reach: Operations in 54 countries and in 5 regions

* Fostering public-private sector partnerships: Collaboration with IFC (World
Bank private sector arm) and commodity corporates at global and local level

As a bit more background, we obviously implement these funds with climate financing through
the World Bank Group, which is development organization, and so we try to achieve two objectives.
One is to make a contribution through piloting emission reduction schemes at scale, to make a
contribution to global mitigation, and make a dent into the roughly 25% of global greenhouse gas
emissions coming from the forest and land use sector. At the same time we want to achieve and
promote development objectives, address poverty, boost their prosperity, and to create development
opportunities for people living in and around forests. We have dual objectives, which makes this very

challenging and requires climate smart ways of achieving both at the same time.

Now, what we have at the World Bank are two major funds. You have heard just a moment ago a
little bit about the Forest Carbon Partnership Facility, and I just mentioned also another fund, which is
significant, the BioCarbon Fund, and in particular the Initiative for Sustainable Forest Landscapes.
Between those two funds alone we have roughly USD$1.6 billion in carbon sinks, carbon finance, and

for sustainable forests, landscape transformation, and forest development. Both funds pioneer an
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incentive-based mechanism scheme, results-based finance for emission reduction at scale. That work
actually entails work across the sectors including environment, agriculture, energy, and extractives. I
will show you in a moment that we work with over 50 countries in all major regions, and we have an
active collaboration with the private sector both through the International Finance Corporation? (IFC),
the private sector arm of the World Bank, as well as other commodity corporates at the global and

local level.

Our Funds

OUR FUNDS ($1.6 BILLION)

Forest Carbon Partnership Facility (since 2008)51.3M

Grants and technical assistance for
national-level readinessin 47 countries

Results-based finance for jurisdictions

I5F| S300M

For jurisdictional programs
in 4 countries

BioCF Tranche 1 & 2 (CDM and voluntary markets) (2004) 5900

methodelogy innovation globalhy

BioCarbon Fund

for 20+ projects in 16 countries

]

Here we have a different view on the funding that we are working with. The numbers changed
almost on a monthly basis. They have changed quite significantly after initial measures were made at
the Conferences of Parties in Paris just a month ago. Currently we have roughly USD$1.6 billion
across these two major funds in the Forest Carbon Partnership Facility, which you see at the top.  We
basically operate two windows. One is the readiness fund, which supports technical assistance and
capacity building at the national level in about 50 countries, and the sister fund is the Carbon Fund,
which was capitalized with almost $1 billion US for results-based finance for jurisdictions that
implement REDD+ programs at that scale. Below you see the respective number for the Initiative
for Sustainable Forest Landscapes. Again, it is well capitalized with USD$300 million approximately,
a portion of which can go to technical assistance, but the lion’s share of that would also go towards

results-based payments.

3 http://www.ifc.otrg

76


http://www.ifc.org/�

Design and Implementation of REDD+ Results-based Finance at the
Jurisdictional Scale through the FCPF Carbon Fund .
Alexander Lotsch (World Bank) Video Conference

SCALING-UP OUR PROGRAMS:
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Here visually is a representation what we try to achieve over time over the work across these funds
over the next 10-15 years. What you would see at the bottom left is the kind of example I started out
with, projects that started at the scale of tens or hundreds of thousands of hectares and achieved
perhaps a few million tons of CO2 in terms of emission reductions. Through the funds that I just
described, the ISFL and the FCPF carbon fund, we want to take this experience to a different scale and
get into the millions of hectares with the idea that eventually under the incentive mechanisms under
the Climate Change Convention, this could be split up to entire countries going to the things in
absolutely like hundreds of millions of hectares in terms of accounting for carbon across these large
areas. 'This is very much the objective to pilot this middle section of this curve that you see here

going from project to jurisdictional level implementation of these transformational schemes.

Here is the global map of the countries we are working with. The green ones that are
highlighted and labeled are the ones that ate currently in the pipeline for the FCPF Carbon Fund
and/or the BioCarbon Fund Initiative for Sustainable Forest Landscapes. You see we are nicely
covered in all major regions, including some major countries in the Asia region, which is perhaps of

most interest to the participants here in Tokyo.
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Our work across sectors:

To achieve climate-smart land use, protect forests,
restore degraded land, and improve local livelihoods, we
need action across sectors. Example actions include:

Transport: Plan to minimize environmental impact

Mining: Set “high” environmental management
standards
Forestry: Governance, Sustainable Forest

Management, Community Forestry

We indicated that this work entails cross cutting work and integration across various sectors. In
fact, many of the drivers are obviously outside of the forest sector per se in the agriculture or energy
sector for instance, so one of the challenges and the areas of work that we pursue is to, for instance,
we decouple deforestation from agricultural commodity growth, or provide energy without poaching

on the forest resource, just as two of the examples shown here.

Our Business Model

Our Business Model:

Enabling Development Low-Carbon
Environmant Action Daevelopmaent
Benefis
*  Policy & ink *  Poverty Allevistion
+  Capachy Bulldirg . Pty
v Sackl Inchusion +  Sustanable +  Oimate Change
+ Consutation Mansgemant of Mitigasion and
Forests. Adaptation
*  Climate smart
agriculure

Results-Based Finance for
Emission Reductlons

Prtvate and Public Finance (including (DA,
IBRD, FIF, GOF financing)

What is the business model of these funds? Again, this applies to both funds (the Forest
Partnership Facility as well as BioCarbon Fund), and this will resemble what is probably known to you
as the three phase approach from the Cancun Agreement from some years ago under the COP.
Starting on the left with financing, it is grant financing largely for the creation of an enabling
environment or in countries in the development of polices and strategies; build capacities mostly at the
national level, but also establish sound mechanisms for social inclusion and consultation. Both funds’
resources will offer this enabling environment set of activities.

The second and key phase is on the basis of this capacity to develop actions that would result in
emission reductions and mitigation actions in the long term. This is where other sources of finance
come into the picture, and here we actually rely mostly on finance coming from other funds other than

the ones that we manage ourselves. Here is where the private and public financing comes in through
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IDA, the World Bank’s own investments, Forest Investment Program¢*, or Global Environment
Facility> (GEF) financing, and provide private sector is important source of financing here as well to
finance the actions that would result in emission reductions and mitigation results in the long term.
Of course, the other major source of financing that we have is then from results-based finance for
verified emission reductions that were achieved in a fashion that achieves both development objectives
and climate objectives at the same time.

This is our basic phased model and this follows basically the framework under the Climate Change
Convention. This is the kind of framework that many countries are putting in place. Many are still
in the first box on the left, but are transitioning swiftly to the second box. Soon I think will have
schemes that will be implementing the scheme on the ground. I will give you a few examples of

those in just a moment.

4 http://www.climateinvestmentfunds.org/cif/node/5

5 https://www.thegef.ore/goef/
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This is a visual impression here that stakeholder engagement is very important, also for scaling;
This involves the involvement of stakeholders at all levels from national down to jurisdictions and the
community levels. Much of what these funds have achieved so far is the establishment of sound
institutional structures and the engagement of stakeholders, which is one of the prerequisites for
successful implementation on the ground and the scaling up thereon. I can discuss that in more

detail if that is of interest in particular.

Another area of course is the role of technology in achieving these results at scale. As many of
you will know and appreciate there has been a proliferation of technology in recent years in terms of
how we can now map natural resources, the landscapes, forest areas, and agricultural areas at increasing

scales with increasingly reliable precision.

That can and does lead in many to our countries to a high degree of confusion in terms of how to
most effectively harness all this technology. One of the areas that we are supporting through the
technical assistance programs are essentially capacity building on methodologies, but also decisions of
the board that help countries again at the national and jurisdictional level to make the right choices in
terms of the data, technologies, and the methods that they choose to achieve the results, measure, and

demonstrate the results that they have achieved through their programs.

The REDD+ Decision Support Toolbox

The REDD+ Decision R D s b

Support Toolbox

Online tool with a simple interface,
?ﬁp?orted by a comprehensive database,
a

* Informs the technical approach for reference
levels (RL), forest monitoring, an

measurement reporting and verification
(MRY)

= Facilitates technical and policy decisions
related to RL and MRV

* Integrates a range of variables required for
estimation emissions

forestcarbonpartnership.org/dst
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REDD+ training materials

® Developed by GOFC-GOLD LC PO & Wageningen
SQURCEBOOK University in partnership with the FCPF

M“ ® Respond to the need for technical assistance

and guidance for countries to develop capacities
and implement REDD+ monitering and reporting

® Provide a set of modular training materials that
can be used in combination with complementary
guidance documents

® Based on GOFC-GOLD Sourcebook, building
upon the GOFC-GOLD expert network,
supported by independent review process

® For developing countries and capacity
development efforts

= Imazon
arw “

As a bit of an advertisement of the kind of work that we have done and promoted through this
work, here is an example of an online REDD+ Decision Support Toolbox® that helps in an interactive
fashion through a web-based interface, countries to develop incrementally the reference level and
design a forest monitoring approach. It pulls in various sources of globally available datasets to come
up with back-of-the-envelope approximate estimates for reference levels at various scales nationally or
sub-nationally going down to the district level in most countries. That helps facilitate the design of
reference level and coordination and harmonization of that design at the jurisdictional level and at the
national level.  Several countries have used and explored this as they were preparing reference levels,
for instance, reference level submissions through UNFCCC over the last couple of months, and
harmonizing that with their efforts to develop a program for the FCPF Carbon Fund. This is one of
the areas where we support technical work that allows the scaling from bottom up and top down at the

same time through exploration of data and interactive data analysis.

This is again just a quick snapshot of the capacity building that is necessary as a key element for
scaling. Here is the training materials that we have developed with several partners that you see
identified at the bottom of the slide. This is material that we have been rolling out and are rolling out

going forward as countries are preparing programs for Carbon Fund financing,

STANDARDS WE HAVE DEVELOPED
TO PILOT REDD+

6 https://redd-dst.ags.io/accounts/login
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Another area that I would like to point out hete are the standards that have been developed in the
context of the work, in particular of the FCPF Carbon Fund so far, but also the readiness fund.  One
area of innovation is the notion and definition of readiness. Of course, many of you will appreciate
that readiness has been a key element of the REDD+ negotiations for the last couple of yeats.
Through the work of the FCPF as well as other programs like the UN-REDD7, we have a much better
understanding what the key ingredients are now for effective REDD+ preparation and implementation.
We have developed an assessment framework that many countries are currently using as a they come
out of several years of capacity building at the national level and are transitioning in to a climate
finance phase to assess their progress and identify the gaps including financing gaps.

The second picture that you see here is the Carbon Fund Methodological Framework8, which was
developed in participation with many of our countries and our donors that essentially has established a
technical guidance under which the Carbon Fund programs need to operate. It specifies certain
requirements on how reference levels need to be designed and the quality standards that need to be
met as emission reductions are measured, reported, and verified. That is effectively amounting to a
standard under which all these programs need to operate.

Also on the legal side we have made headway. We have developed general conditions for future
emission reduction payment agreements. That is a piece of legal work that fundamentally defines the
relationship between the sellers and buyers of carbon, or the relationship between the donors and the
contributors to the fund and the REDD countries that will generate emission reductions through the
implementation of the programs. I can go into any of these areas in a bit more detail. I just wanted
to point out that through the work that we have done, from the perspective of scaling, it is very
important to have sound frameworks to measure progress, to establish standards, and the legal

relationship.

Key Features of Carbon Fund REDD+ Programs
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https://www.forestcarbonpartnership.org/sites/fcp/files/2014/MArch /March /FCPF%20Carbon %2
0Fund%20Methodological%20Framework%20Final%20Dec%2020%202013.pdf
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Key Features of Carbon Fund REDD+ Programs
(cont.)
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Moving on to a bit more specificity on the countries that we have in the pipeline, what you see
here across the top are the number of the countries that are currently in the pipeline for the Carbon
Fund. What I would like to point out is the first row, which shows the accounting areas in millions
of hectares and the fraction of the land area of the respective countries. As you can see, many of the
programs that have been proposed have proposed a very large area of the country’s land area. You
can see Costa Rico’s program encompasses 80% of the country’s land area, or Guatemala, the entire

country.

On the second slide is the most recent addition to our pipeline. Those were decisions made just
three months back by the Carbon Fund participants. Again, you see that the jurisdictions that have
been proposed encompass a relatively larger share of those countries and land area, and therefore have

the potential to make a significant impact on the mitigation objectives of these countries.

An Example from Vietnam

Example Vietnam: 6 Provinces

Ecological Regional Approach:

+ The North Central Agro-
Ecological Region (NCAR).

+ & provinces; 5.1 M. ha total
area (16% Vietnam); 2.3 M.
ha of forests; 160 MtCO,e
emitted during 2000-2010.

+ 11 M. people in the region.

+ Jurisdictional approach:
Provincial REDD+ Action Plans

= Ambitious, scalable financing,
impl ntation and capacity

building plans for each
province

= Broad support of government
priorities from several
development partners

Just to wrap up, I will provide a few examples from our portfolio. I take an example from the
Asia region.  One of the programs that is proposed and currently being prepared at the jurisdictional
scale is one in Vietnam, which includes six provinces in the north central coast area that we see here on
the map. Several of these areas have also been supported by Japan through technical assistance

provided by JICA, as well as many other development partners. We are talking about five million
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hectares of land area, 16% of Vietnam’s land area, and 2.5 million hectares of forests in an area that is
estimated to have a relatively high level of emissions historically.

What is currently happening, again with the support by JICA and other development partners
including the US as well as the FCPE, is the development of so-called Provincial REDD Action Plans
which are meant to be ambitious, scalable and financially sound schemes. We implemented a series
of actions that would achieve the results that would be compensated for or paid for by the Carbon
Fund later on.  Again this relies on broad support from a number of development partners, and only
through this collaborative financing technical assistance and programmatic approach like the one you

see here, it 1s becoming possible.

Example Vietnam: Phased Implementation
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CouNTRY EXAMPLE BIOCF ISFL: ETHIOPIA

Jurisdiction Oromia State, Cthiopia

Size of jurisdiction 28.5 million hectares

Population in jurisdiction 30+ million

Accounting area Al forests in Oromia

implementing agency Cromia Forest and Wildlife Enterprise and
regional bureaus

Proposed funding envelope size S18& million upfront grant, up o $50 million for
ER payments

Date program opened September 2014
-

& BioCarbon Fund

The way this is going to be rolled out is, from the perspective of Vietnam, in the same three
phases that I described earlier, so we already have experience of several years of capacity building at
the national level as well as piloting various elements of REDD+ at the sub-national level. What is
currently being prepared is a program at the level of the six provinces that would result in sustained
stream of results-based finance starting later in this decade and going to the next decade.

Another important area is the necessary financing of program activities, so the kind of
investments that are needed to generate the emission reductions, so that needs investments in forest
sector development, planning, land use planning, energy programs, and etcetera, these are currently

they are being developed and require financing. One of the areas of constructive collaboration,
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including with Japan through JICA and through World Bank policy lending, which is currently
prepared, that would provide investment and finance through budgetary supports to make these

actions financially viable.

One last example is the Humbo landscape. What has resulted from that experience is a much
larger program in the Oromia Forested Landscape. A much larger program is now being developed
encompassing almost 30 million hectares with a population of over 30 million people with the
expectation that several tens of millions of US dollars could be generated in terms of emission
reduction payments over the next couple of years. That is a program that is mostly financed through
the ISFL of the BioCarbon Fund, but packaged and bundled nicely with upstream capacity building
from the FCPF and other development partners. This is the kind of result that countries are now at
the verge of being able to implement these types of programs at a much larger scale having benefitted

from the experience of piloting such teams at a smaller scale previously.

Conclusion

Implementation of REDD+ at scale requires ...

* Sound governance and stakeholder engagement

Leveraging of finance, including from the private
sector

Investment finance, clear financial flows and
innovative benefit sharing

Sustained technical support and capacity building,
especially at the jurisdictional level

Leadership and effective inter-sector coordination

@ WORLD BANK GROUP

THANK YOU

I will now give a few concluding thoughts. Let me just emphasize the importance of sound
governance and stakeholder engagement, an absolute prerequisite for scalability and in the long term.
Equally important is the leveraging of financing, results-based finance. As a standalone financing

vehicle, it is unlikely to achieve the goals that the countries have set themselves. Therefore, it requires
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leveraging from other sources of financing from the private sector through development of financing
and other investment financing. The leveraging of that is absolutely critical. Also critical is the
associated benefit sharing, which has to be designed differently once operated at the scale of entire
jurisdictions, and eventually countries, and where the attribution of specific results to different
communities or individual stakeholders is very difficult to achieve. Of course, sustained technical
support and capacity building are necessary going forward. We have been talking about the readiness
phase that leads to an enabling environment, that in fact continuous capacity building, especially at the
jurisdictional level, which is the level at which most countries are working now, is an important element
going forward. Last but not least is the political leadership at all levels from the national level down
to the jurisdiction, and the associated effective intet-sector coordination make these schemes viable

and financially viable, as well as having environmental and climate integrity

I am looking forward to a round of questions and answers.
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