Demonstrating activities that reduce emissions
from deforestation and forest degradatiom
developing countries



in their efforts to reduce emissions
from deforestation and forest

degradation—called REDD—
by providing value to standing

forests.




Note from the FCPF Chair

As trustee of the FCPF, the World Bank is very pleased that the Forest Carbon Partnership Facility has
generated considerable interest, with 37 REDD countries how participating in the partnership.

I wish to thank he REDD Country Participants who have embarked on the readiness process, a number
of whichare showing remarkable leadership in taking on tidiekof reducing emissions by protecting

their forests in the context of national development policies. | am gtateful to the Donor

Participants and Carbon Fund Participants who have committed financial support to back up REDD
country efforts. Clearly, additional capital is needed both in and outside the FCPF to sustain national
REDD readiness efforts and futyrerformancebased payments.

The first year of operation of the FCPF Readiness Fund has generated useful lessons to the entire REDD
community, some of which are highlighted in this report. One key lesson is that, despite the urgency of
the deforestation anatlimate change challenges, it takes time and true partnership for countries to get
ready for REDD. Proper diagnostic, proper consultations and citizen engagement, and proper
programming do not happen overnight.istimportant that these not be rushed shat REDD may make

a lasting contribution to climate change mitigation.

In the critical year ahead, the work of the FCPF and the REDD Country Patrticipants is more important
than ever. We should continue to see great strides made as all parties put ethtapolicies and
procedures that will help to deliver on the promise of REDD. It is not too much to say that the eyes of
the world are upon us; we must succeed, and | believe that we will.

Katherine Sierra
Vice President, Sustainable Development, VidbBank
October2009
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EXECUTIVEBUMMARY

In 2007 developingand industrialized aantries requested the World Bank toreatea framework for

piloting activities to reduce carbon dioxide emissions from deforestation and forest degradation (REDD).
The FCPas formally announcedt the thirteenth session of th€onference of the Partigs the

United Nations Framework Convention on Climate Change (UNFCCC) in Bali in DecemBédie2007.

more thana year and a hatf intensive design, the Forest Carbon Partnership Facility (FCPF) became
operational on June 25, 2008.

The twopart facility is designed for learning by doing. Icemprisedof aReadiness Mechanism

supported by theReadines§undand a Carbofrinance Mechanism supported by the Carlfamd The
FCPF aims to provide technical assistance for REDDrid Bank member counteacross the tropics
while piloting and testing approaches that may demonstrate how REDD can wergart oFCPF
Gwosy RAySaazé RSGOSt2LIAyYy3 O2dzyiNASa NB o0SAy3d adzlL
reference scenariosf historical and potetial future patterns of deforestation and degradation and

their emissionsdevelop countryowned strategies for stemming deforestation and forest degradation,
and establish nationaheasurement reporting and verification (MRV) systems for REDD. These
activities fall within the objectives of the first phase Readiness Mechanism and its corresponding multi
donor Readiness Trust Fund. For the Carbon Fund, the focus is on piloting and testing REDD carbon
transactions in a subset of countries that have essdiad a sound national framework through the
Readiness Mechanism.

With the first full year of FCPF operations complededlune 30, 2009, this Annual Report focuses

primarily on the progress and financial status of the Readiness Fund, as the first fined/@RPF. The

/' FNDb2y Cdzy R NBLINBaSydaiay3a I fFGSNILKIFIAS 2F GKS C/
fully after that Fund becomes operational.

This first fiscalyeasfi KS C/ t C 60GKS daClF OAtAG@E VL KikmostetBkly 2y S 2
characteristic of th first year, in addition to laying the groundwork for how this unique partnership

operates, has been an early expansion of the FCPF to meet the much higher than expected demand

arising from developing countries intetes in building capacity for REDD.

Thirtyda S@SY Ww955 O2dzy GNASaQ omn Ay | FNOnO\sidandaipe Ay [ | (
Pacific) have been selected into the FCPF partnership. Thbm®sr Country Participantand Carbon

Fund Paicipants have joined the Facility, bringing critical early fimagand technical resources to

develop the potential for REDD globally. In this first year, the Facility has thus almost doubled the

number of REDD countries from the original design taofétventy, and has also increased the target

volume for the Readiness Fund from $100 million to a new target of $185 million, to accommodate the
37countries. Approximately $110 million of this new target amount was already raised by the end of
FY09Juwne 2009) In addition, contributions to the Carbon Fund of about $50 miliave beerraised

as progresss being made¢owards theoverallCarbon Fund target of $200 million.

Earlyinsighs after a year of operations of the Readiness Fund includétloaving:



9 The scale, location, and timing of the delivery of REDD emission reductaytepend on how
fast countriesmay build their REDD strategies and programs basezleam diagnosticaddress
early governance concerns, and design MRV systemsmahow effectively REDD readiness
support programs catranslate international policy guidance into practicakstancgackages
to REDD countries

1 The REDD agendaaybestbe tackledas part of national development policy. Because key
drivers of deforstation and forest degradation emanate from outside the forest sector, these
drivers need to be adéssed as part of REDD readiness;

1 Early and continuing engagement of representatives of key stakeholder grongsonal
readiness effot may contribute © making REDD mofair and sustainable;

1 The FCPF partnership has nurtured a young tradition of candid exchange and tesrdoigg
supported by Souttsouth transfers of experimentation

9 National and international partners working on REShDuldcontinue to cooperateto
harmonize their procedures and standardsd

While REDD readiness preparation is urgently needed, it must be conducted within the appropriate
frameworks, which takes time and resources.
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1. HSCALYEAR2ZO009ACHIEVEMENTS

In the summer of @06, the World Bank began consultations on the crucial issue of REDD, with the goal
of developinga new partnership tahelp tackle tropical deforestation,raajor source ogjlobal

greenhouse gas (GHG) emissions. Through the FCPF, the Bank has sounylrn® adroad range of
actors¢ and balance the interests of potential donors and investors, recipients and sellers and other
stakeholders of REDDhe FCPF was announced at th& C®nference of the Parties to theNFCC®

Bali in December 2007, and fzawe operational on June 25, 2008.

The twopart facilityis designed for learning by doing. It is compriséd Readiness Mechanism
supported by theReadinesgundand a Carborinance Mechanism supported by the Carlbamd The
FCPF aims to providedhnical assistance for REDDVorld Bank member countries across the tropics
while piloting and testing approaches that may demonstrate how REDD can wengart ofC / tREDDY
readinesgdeveloping countries are being assisted in preparing natie@fatence scenarios for
emissions from deforestation and forest degradation, developing cotoinyed strategies for
stemming deforestation and forest degradation, and establishing natimealsurement reporting and
verification (MRV) systems for REDDesSEe activities fall within the objectives of the first phase
Readiness Mechanism and its corresponding nudtior Readiness Trust Fund. For the Carbon Fund,
the focus is on piloting and testing REDD carbon transactions in the countries that haveslesthali
sound national framework through the Readiness Mecharlism

With the first full year of FCPF operations completed on June 30, 2009, this Annual Report focuses
primarily on the operational progress and financial status of the Readiness Fund, mstthetive fund

2T GKS C/tCo ¢KS /I NP2y CdzyRZ NBLINBaSyidAy3a I 1

Report, but will beeported onmore fully after that Fund becomes operational.

1.1 OVERVIEW

This fiscal year has been one of substamqtiagress. The most striking characteristic, in addition to
laying the groundwork for how the partnership operates, has been the early expansion of the FCPF to
meet the much higher than expected demand from developing countries interested in buildingjtgapa
for REDD.

Thirty-seven REDD Country Participants (14 in Africa, 15 in Latin America and the Caribb®&an/ssid

and the Pacific) have been selected into the FCPF partnership. With the Readiness Mechanism originally
designed for twenty countes, the expansion almost doubled the number of developing countries

involved in thigpioneeringpartnership and dialogue on REDD. Together, the current REDD Country
Participants of the FCPF represent a major share of the tropical and subtropical faresteds of the

world (Figure 1).

! See the FCPF Charter and Information Memoranduhitat//www.forestcarbonpartnership.org/fcp/node/11

1
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Figure 1: FCPF REDD Country Participants
Thirty-seventropical and subtropical developing countrigsdected into the FCPF, ye end of fiscal year 2009.
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In addition to the REDD Countridg Donorand Carbon Fund Participants have joined the partnership,
bringing the essential early finaing and technical resources required to help make REDD a reality. In
this first year, the Facility has therefore almost doubled the number of REDD countries from the original
design target 020, and has also increased the target volume for the Readiness Fund from $100 million
to a new target of about $185 million, to fullg@ommodate the technical assistance currently

envisioned for the87 countries. Approximately $110 million of this new target amount was raised by
the end of F89 (June 2009) In addition, contributions to the Carbon Fund of about $50 miliave
beenraisedtowards theoverallCarbon Fund target of $200 million. Additional information on
contributions and the financial status of the FCPF is provided in S@atiithis Report.

The initial meetings of the FCPF witnessed rich knowledge exchangEDDthe election of the first
Participants Committe@C); the main decisionmaking body of the FCRFandthe selection ofeligible
REDD Countries based on the preparation and review of their Reaéiegssationldea Notes (R
PINs), among many other aefities. The first annual budget of the FCPF was approved byCime P
October 2008, laying out the main priorities for the year. The operational status nepsnted below
follows the key activities identified in that budget. These include theiaetwof the FCPFMT, FCPF
Country Implementation Support and Advisory Servieds)D Methodology Supports3 f gublic £
goodDf the FCPEFand Trust Fund AdministratiorSection 2 of the Report provides the budget and
expenditure tables that corregmd to each of these operational activities.

1.2 ACTIVITIES OF THEPFACILITMANAGEMENTEAM

In line with the FCPF Charter, the Facility Management TEMT) has focused on developing and
supporting the governance structure of the Facility, inclgdime wider Participants Assembly and its
elected Participants Committd®C) Under the guidance of Ms. Kathy Sierra, Vice President of the
Sustainable Development Network of the World Bank andofffieial Chair of thePCthe FMTtook on
activities ramging from fund raising to program management to meeting organization, and, most
importantly, nurturing new partnerships amomwtverseFCPF stakeholders.

1.2.1 MEETINGORGANIZATION ANEYPPORT TBARTICIPANTS

During F¥9, theFMTorganized and followed uprothe initial Steering Committee Meeting of July 2008,
the first OrganizationalParticipants Assemblyeeting of October 2008, andd®eetings in October

2008 March2009and June 2009.For each of these meetings, the overall organization as well as
participation of eligible REDD Country Participants, and key stakeholders (such as the official Observer
for ForestDependent Indigenous Peoples adther Forest Dwellers), was made possible through
financial support from the FCPF Readiness Fttighlights s provided below.

Steering Committee meeting July 2008

The Steering Committee met in Paris on Julp2R008, preceded by a orgay meetingof members of
the first ad hoc Technical Advisory PafiéhP)yand representatives of most of the 18 countriésit had
submitted ax RPIN bythen. The main goal of the meeting was to discuss and review{REN&o select
the initial REDD countries for participation in the Readiness Mechanism.
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Fourteeneligible REDDountries were selected into theartnership Bolivia, Costa Rica, the Democratic
Republic of Congo (DRC), Gabon, Ghana, Guyana, KaoyReopl® Democratic Republic (Lao PDR),
Liberia, Madagascar, Mexico, Nepal, Panama and Vietham.

The meeting also providdtie initial opportunity to testthe creationand functioningof a TAP, have a
direct information exchange between the firfsAPand REDD @untry representatives, and discuss REDD
goals and objectives at both the country level and in regional (orsgional) groupings. Steering
Committee Members initiated discussions on FCPF priorities for the first yednding the level of

grant funding to be allocated to the newly chosen REDD countries in support of their readiness
activities?

OrganizationalParticipants Assembliveeting & Participarts Committee 1(PC1) October 2008

On October 20, 2008, the Organizational Meeting took place in Washington, DC. With approximately
120representatives in attendance, the Participants Assembly of the FCPF met for the first time, and,
consistent with theCharter, will meet at least onaeyear going forward. The agenda for the day began
with a rich knowledge exchange session in which six countries (B¥abkin, Indonesia, Madagascar,
Mexico, and Papua New Guind2NG) sharedheir very diverse nationagxperiencesnd visions for
REDD.The Organizational Meetirended with the election of the first PC of the FCHARe PC

membership during this year is listedTable 1 The committee idalanced withlO Donor/@rbonFund
Participants and 1®REDD Couny Participants. In addition there are several official observers to the PC.

The PC met immediately afterwards, on Octobet22] 2008, and discussed matters related to REDD
country selection, rules of procedure, designation of observers, etc. ThebbE¥@8t proposal of the

FMT was approved. An additional set of REDD countries was welcomed into the partnership based on
the quality of their RPINs Argenting Cameroon Colombia, Ethiopia, Nicaragua, PNG, Paraguay, Peru,
the Republic of Congo, Ugandagdavianuaty. Due to financial constraintsot all of these countries

were guaranteed more than the $200,000 of grant money to formulate th&PE'

Participants Committee ZPC2); March 2009

The second meeting of the PC was held in Panama on MartB,2D09. Issues addressed in the

meeting included REDD country select@omwhereby the final 12 countries of this phase of the FCPF

were selected into the partnership (Cambodientral African Republi€AR, Chile, El Salvador,

Equatorial Guinea, Guanhala, Honduras, Indonesia, Mozambique, Suriname, Tanzania, and Thailand).

It was agreed at that time that an evaluation of the FCPF should take place before any additional phase

or expansion was considered. KA & WFTFAY I Q f A&l edbasewddedgraghizalizy (0 NRA S &
diversity and the quality of submitted-RINs. Given the need for additional fundraising for the

>The RPINs submitted by these countries and the other countries selected into thiegyahip are available at
http://www.forestcarbonpartnership.org/fcp/node/203

% The conclusionand background materiatsf the Steering Committee meeting are available at
http://www.forestcarbonpartnership.org/fcp/node/90

*The conclusionand background materiatsf the first Participants Assembly meeting ahe PC Ineeting are
available ahttp://www.forestcarbonpartnership.org/fcp/node/91
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Readiness Fund to match the expansion, the countries were selected with the understanding that
technical assistance grants may notadilable to them until additional fund raisiggals are met:

Table 1 Composition of theFrst FCPF Participants Committee

REDD Countries Donor/Carbon Fund Participants Observes to the PC

Bolivia Agence Francaise d@veloppement| ForestDependentindigenous
Costa Rica Australia Peoples and otheForest Dwellers
DemocraticdRepublic of Congo Germany International Organization
Gabon Japan NGG

Ghara The Nature Conservancy Private Sector

Guyana The Netherlands UNFCCGecretariat
Madagascar Norway UN-REDD Programme
Nepal Switzerland

Panama United Kingdom

Vietham United States

Participants Committee $PC3); June 2009

The third meeting of the FCPF Participants Committee (PC3) took place on 812069 in

Montreux, Switzerland. In adtibn to approving the FY10 budget, emphasis in the meetingphaed

on the procedures foreadiness planning, including extensive discussion of the contents of the
GwSFRAYSaa t NBLI-REwhidhshas replacRdlib dokuimént aidialiw@aR tafw y ¢ Ay
the FCPF Chartelt was agreed that the RP is a more suitable document to reflect the earlier and

more upstream work involved in preparing for REDD

Three pioneerindREDzountries¢ Guyana, Indonesia and Panaqaere the first FCPFoantries to

submit theirR-PPdor review at this level by the PErior to the meeting, the three-RPs were reviewed

by TAPs and operational tearimthe World Bank. At the meeting, the countries presented their
proposals, followed by a TAP review angeaeral PC discussion. The PC recognized the efforts of the
countries and authorized the Bank to complete its due diligence on the proposals with a view to
entering into Readiness Grant Agreements with these countries, whereby they would be able to access
up to $3.6 million to carry out the work provided for in the#PRs.

At the meeting the FMT made a preliminary presentation of a framework called Strategic Environmental
and Social Assessment (SESA) designed to integrate environmental and social atborssckend
safeguards into theeadiness preparation process.

After the meeting, the FMT collected comments on the draRfRtemplate and the proposed process
for reviewing and assessing®®s. The-RP template is now available in Englistenchand SpanisH.

®The conclusionand background materialsf the PC 2neeting are available at
http://www.forestcarbonpartnership.org/fcp/Node/114

® The conclusions and background materials of the PC 3 meeting are available at
http://www.forestcarbonpartnership.org/fcp/Node/243
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1.2.2 NURTURINGARTNERSHIBSTHEPARTICIPATION BEYSTAKEHOLDERS

Given the unique nature of the FGR#hich aims to convene and balance the diverse interests involved
INREDEZI YIF22NJ 202S00GABS 2F (KS €thekv parinérias refiirddi G & S|
to make REDD happen, as welbagvoiceto andsolicitinputs fromkey stakeholders.

Over the course of the design and consultation process for the FCPF, as well as during the first year, six
official observers have beoee active participants in PC meetings. These obsequagresenting
forest-dependent Indigenous Peoplasd other forest dwellersinternational organizations, nen
governmental organizations, the narontributing private sector, the UNFCCC Secretandttae UN

REDD Programniehave helped to shape the direction of the Faciligach observer has a key role in
reaching out to the broader community it represents to exchange information on REDD and the FCPF
process.

The participation oforestdependert IndigenousPeoples and other forestdwellersis included in the
FCPF Charter as an essential elemetit@feadiness proces®Vaysto reinforce this inclusion were
built into the Facility from its inceptionstartingwith the official dserver role ontte PQo seeking
indigenous experts to work on TAPs

For selection of théndigenous Peoplébbserver during FY09 thEMTbenefitted from the

participation and guidance of the Unité&thtionsPermanent Forum on Indigenous Issues (UNRRIEh
delegatedthe observerrole to the International Alliance of Indigenous and Tribal Peoples of Tropical
Forests More recently, discussions have beemder way with UNPFind others to design a more
structured seHselection proces¥ 2 NJ (1 KS L y R A Bs@wrzatiziin coll&bdrafdbrSadtiihe 2
Forest Investment Progranmder theClimatelnvestment Funds

Beyond these processes, thenasbeen a rich set of information exchanges on REDD and the FCPF with
representatives ofndigenousPeoples. Tabl lists several of theevents in which FCPF staff participated
during FY09.

Table2: Information Exchange with Indigenous Peoples a@ther Forest Dwellersn FY09

IUCN CongresBércelonaOctober 2008) IPACC workshofarrakech February 2009)
International Caference on Rights-oress & Africa Summit on Climate Change and
Climate ChangeXslo,October 2008) Indigenous Peoples (Nakuru, March 2009)

UN-REDD Global Consultation on REB&yuio, Ghana missions (August 2008 and May 2009
November 2008)

Indonesiamission (December 2008) Panama missions & Ku@eneralCongress
(February and March 2009)

"The RPP templates ifEnglish, French and Spanish and the Program Document on review and assessment of R
PPs are available attp://www.forestcarbonpartnership.org
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DRC missions (January and May 2009) LYRAISy2dza t S2 LinSlingxe |
ChanggAnchorageApril 2009)

Asia Summit on Climate Change and Indigenc UN Permanent Forum on Indigenous Issues
Peoples (Bali,February 2009) (New YorkMay 2009)

1.23 FCPEOMMUNICATIONS ANREDIKNOWLEDGEXCHANGE

Ly AG& FANBG @8SFNE (GKS Ca¢ Ffaz2 G221 AYLRNIFyd ad
platform for communication and knowledge sharing on REDD. The initial brochure designed for the
CrOAtAGeQa fFdzyOK gl a O2y@SNISR Ayid2 | Y2NB 02 Y LN
the request of stakeholders, efforts have been made to providelttishure and key documents of the

FCPRo the extent possiblgin English, Spanish and French.

During FYQ9, the first website of the FCPF was replaced with an improved web platform
(www.forestcarbonpanership.org, to facilitate FCPF communicationgh Participants, as well as

broad information sharing on REDD with global stakeholders. The site is enabling global dissemination of
most FCPF documents, in line with the policy of disclosure highligmtéeé FCPF Chartand has

generated a considerable number of waite visits in the latter half of the fiscal yeafhesecure

Participants Spads being used to share praeeting and draft materials with members of the

Participants Committeand to requesttheir input from around the world. fle FCPFMTis committed

to posting presentations, documents anther useful materials as soon as they are available through

this interface. With the strengthening oFMTstaffing expertise ithe area oftcommurications in late

FY09, these efforts can be expected to expand in FY10.

The FCPF Readiness Mechanism provided other opportunities to support knowledge exchange, including
in official meetingg;, with Brazil and others leading in Sotlouth exchange on thenational

frameworks for REDD; countries such as Indonesia, Madagascar and Mexico presenting their vision for
national/subnational REDD linkagemnd others (DRC, Gabon, Vietnam) presenting a regional approach

to REDD. PC meetings in FY09 enabled iparits toparticipate in fieldvisitsand see firsthand the

forest protection and REDi2lated work underway in Panama and Switzerland.

1.3 COUNTRWPLEMENTATICBUPPORT ANADVISOR®ERVICES

Technical assistance to RE&Intriesis the core product ofhe Readiness Mechanism. For budgeting
purposes, this work has beelividedinto two closely linked sets of activities: (1) Country
Implementation Support, comprised Bfeadiness preparation support and fiduciary and safeguard
supportfrom World Bank contry teams; and (2) Country Advisory Services, comprised of FMT
coordination and feedback onRNs and other aspects of country readiness wdite latterinclude
general guidance provided to countries on social and environmental issues, preparagemenic terms
of reference and sharing crossuntry experiences and emergig@pbalguidance on REDD with
individual REDDBountry Participants.
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1.3.1 STATUS OREDDOCOUNTRYARTICIPATION THEFCPF

Figure2 summarizeshe progressof REDD countrida the first stage®f REDDeadinessByJune 30,
2009, 37 REDD Countriead beenselectedfor the Readiness MechanisiB0of the countries had
signedParticipation Agreementseconfirming their role in the FCPF abl®iIREDD country governments
had submitteddetailedgrant proposalqwith three of the Grant Agreements fulsigned) Three RPPs
(formerly called RPlans)ere submitted and assessed at the June 2009 Participants Committee
Meeting in Montreux, Switzerland.

With the expansion of the Readiness dhanism to 37 REDD Country Participattitsre was
considerable additional worik FY0S; both organizational and technicalthan originally expected for
the initial 20 REDD Country Participangach of the 37-RINs submitted to th&MTbenefited from
reviewand technical discussions with the RE®Dntry. Ultimately, ¢ OK O 2 dRyNiebelveda w
between one and three TAP reviews/discussions, FMT reviews, and informal revigvesldpank
country teams. These comprehensive reviews appear to have lsfal, as the quality of-RINs was
seenby TAP experts to have shown improvemener the course of the fiscal year.

Figure2: Status of REDD Country Participation in the FCPF (as of June 30, 2009)

R-Plans submitted 3

$200,000 grant agreements signed 3

SZDD,DDDgrant requests received 18

Participation Agreements signed 30

Countries selected 37

Whileteams in eligible REDD Countries and atWhald Bank were being staffedrggress on
preparation grants began slowly in FY®8wever, ly the end of FY09, graptocessingccelerated

with 18 REDD Country Participants submitfingposals for grant financing to support their early
readiness work World Bankeams provided advice and conducted procurement and financial
management assessments to support use of the grants within those countries. Three countries had
completed this process and signethgt agreementswith six more in process at the érmof the fiscal
year (as of the writing of this RepofO countries have finalized their grant agreemeénts

In parallelwith identification andprocessingf grantfinanced REDD activitighany REDD Country
Participants were actively engaged in the teahand other underpinnings of preparing for REDD

both within the context of the FCPF and with the many partners to the REDD process. Several countries
established REDD Working Groups or initiated analysis which will be essential to setting national
objectives and a national framework for REDD. The FMT and Facility partners have aimed to ensure that
any FCPF technical assistance is well coordinated with such efforts, and takes into account the ongoing



work whenreadiness programs are designed. Somemgdas of this ongoing work are highlighted in
Figure3.

Toward the end of the fiscal yeaeveraREDD Country Participants began to shift focus from the initial
RPIN to the more detailed-RP. While progress ontRt & 6 F 2 NJY StNit -8y &Qibuler iRy Gaw
originallyanticipated, the PC put considerable effort from March through June 2009 into discussing and
clarifying the elements and criteria for a wpllepared RPP. Threepioneering countrieg Guyana,
Indonesia, and PanamgsubmittedR-PPs and subsequently received comments and assistance to help
them advancetheir REDD readinesgork programs These reviewslong with onsultations witha

broad range ofovernment, private sector, NGO and indigenous representatisgsiulated significat
revisions.

Figure3: Examples of Country Analysis and Preparation for REDD

uDRGwith AFDfunded technical assistanit,jberia Indonesia Lao PDRThailand

National REDD Nepal
Working Groups «Ghana:Consultant consortium preparing P

Established ol iberia:Stakeholder workshop launchedA® preparation

uDRC Upcoming study of causes, drivers of deforestation
Countries wMadagascarNational REDD initiatives note
Conducting
Analytical Work

uDRC Developing synergies with regional &kfded Congo Basin project & national
IDAfunded forest operation

Integrating uGhana Aligning REDD with forest governance reform through Natural Resources and
REDD into and Environmental Governance initiative; building on good practice consultation process
building on from Voluntary Participation Agreement
country wGuyana Part of lowcarbon development strategy
initiatives «l-ao PDRAligning with forest investment program

oPanama Part of national environment strategy
uPNG, ViethamREDD road map elaborated

1.3.2 COLLABORATION WIPARTNERS IREDOCOUNTRIES

Efforts were also made to conductint work and harmonized missio&tween the FCPF and other
partners supporting the RED process in each country, in particular with theRIEDD Programme, and
with bilateral and other agencies. Steps were taken in more than 10 BitiDDies to better
harmonize the work underwaysomeexamples are listed in Figude

In response to call®r improving coordination, the FMT and EREDD Programme Secretariat agreed

on the terms of collaboration at the global and national levels. One of the tenets of this agreement was

the commitment of the two initiatives to support one REDD program in thuntties where they both
intervene (the seO £ £ SR W22Ay (i O2dzy iNASaAaQ>X APSdr y 2dzi 2F
9 countries selected into the UREDD Programme). The two initiatives closely coordinated their

country visits and the nmesages to the REDD country governments. In order to minimize transaction

costs to these countries, the two teams also undertook to harmonize their guidelines on consultation
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and stakeholder engagement and their document templates (#RPRn the case ohe FCPF and the

National Programme Document in the case ofRIEDD). Harmonization does not meamplete

similaritygiven differences in standards and processes between the World Bartkehihited Nations.

The complementarity between the two initiativdsy a2 YS 2F (GKS W22Ayd 0O2dzy i NR
FCPFRP providing a broad framework for organizing the REDD readiness process, andRE®DDN
bFridA2ylFf t NRINIYYS 520d28y NI D2 Qiivd RX Y SEANB OF X Wi dzb

Figure4: Coordinationwith REDD Partners in FCPF REDD Countries

Joint Missions with Close Cooperation on  Harmonization with
Partners * Support & UN-REDD NJP,
6DRC, Ghana, Panama, PNG, Implementation Joint Work on
Vietnam Arrangements Opportunity Cost
wlanzania, Bolivia, Guyana, Estimation

Lao PDR, Vanuatu ;
wlanzania

*Partners:Agence Francaise de Développem@uED), AusAid, Denmark, Finland, GiiErnational Union for
Conservation of NaturdUCN), Japaifw Bankengrupp&fw), Moore Foundation, the Netherlands, Norway,
UNDP, UNREDD, civil society, etc.

1.4 GLoBAREDDETHODOLO&PPORT

I ONHzOAF f W3t 20 € LIJzo f ApfovidihgsepRait tozhdse defe®ping REDO LJ- NIi y' S
methodologies around the globe. During the first year of operation, the FCRg &insupport progress

on the many unanswered questions of REDD through: (i) financing and coordinatingrthefw

independent TAPs; (ii) developing basic elements of country readinegaration including templates

to organize and convey informationtwin and about REDD countriemd (iii) ensuring adequate liaison

with global forestry programs, UREDD and the international teams developing REDD methodologies.

In approval of the FY09 budget, thE&lso agreed to establish a capacity building progfar forest

dependent Indigenous Peoples, apabvidefor contingencyfundsto enable the FCPF to respond to new
opportunities for technical cooperatioin the coming years

1.4.1 CREATION ORDEPENDENAD HOCTECHNICAADVISORIPANELS

A large share ahe FY09 REDDethodology work program was focused on establishing the Tifd®s
Because theole of theTAP, as an independent voids,so criticato the FCPF process, much time and
energy vent into contracting top notch panels of experts to revidve preparatory workof the REDD
Country Participants. The panels comprised of experts nominated by FCPF Participants and
stakeholders. Importantly, TAFpertshave provided a diversity of perspectives, with forestry,
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internationaldevelopment andegional expertise, among otherfndigenous expertbave been
included on most TAP review teams.

Early in FYQ9, the first TAPadiout20 experts was created to discuss and provide technical feedback on
the first set of RPINs. To give a sense of thegnidude of the coordination, each-RIN was reviewed

by atleast fourindividualsg with 37 countriesselected, thecountryselection process alone involved
150independentreviews.

A TAP was alseatedto review the first RPPs received Given the rach greaterevel ofdetail

requiredand greaterscope at this planning stage for REDD, the thAPreviewed the first RPPs

needed to include a broad level of technical expertise, as well as relevant country experience. Evolution
of the TAP process thogh the first year has led the creation of a roster of technical experts on REDD
which is published on the FCPF web site and expanded by FCPF Participants ovEndinoster

contains experts nominated by countries and organizations based on catigtie FMT (nominations

arestill welcome). TAP members, acting in their personal capacity (rather than representing the views

of any organizationhave been instrumental in both providing country feedback and helping to define
criteria and processes dhe way to REDBeadiness.

1.4.2 DEVELOPMENT GICPRREADINESBISTRUMENTS

In this first year of FCPF operation, several key instruments were developed by the FMT, PC and
numerous partners, to support the technical assistance process of the Readinessidachadto

assist countries in defining their vision and objectives for REDD. Key products irthieideshtion of

both the template and corresponding procesdes the RPIN and an evolvingmplate, guidance notes

and review criteria for the fRP. Important progress was made during FYQ9 in establisthiag

environmental and social due diligence framewfokthe FCPFn close consultation witthe UN-REDD
Programmeand in elaborating a guidance document for effective consultation and participhtitrese
various documents may evolve further in the future as more experience is acquired and in an effort to
harmonize FCPF approaches and standards with those of other initiatives on REDD, in particular the UN
REDD Programnand the Forest Investment Prnagn.

1.4.3 ADVANCINGNOWLEDGE OKEYREDDSSUES

Complemening countrylevel work onREDD, th& CPIREDD MethodologSupportwork program
involvedefforts to advance the thinking on key REDD topissch as reference scenarif%., historical
and future patterns of deforestation and degradatiof§EDD modeling efforts, MRV, awbnomic
analysis ofhe costs of REDD.

Among the outputf this program in FY09 waspaper orthe opportunity costs of REDDAgreement
was also reachedith the World Agrofaestry Centre (ICRAF/ASB Program) to develop training modules
for analysis of opportunity costs aal train trainers. Thé&sMT was able tteverage 50%n co-financing

® Seethe noteon Consultation and Participation http://www.forestcarbonpartnership.org/fcp/node/31

9 Seethe noteon REDD Opportunity Cosashttp://www.forestcarbonpartnership.eog/fcp/node/31.
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from the World Bankinstitute (WBI)Carbon Finance Assist prograwith some of the $20000
contingency funding agreed by the PC in October 2008.

In a welcomed new partnershipthe Qobal Environment Facility (GEgpproveda $1 million grant to

the FCPF for a REDD capacity development progrdiv09 The capacity building work will be
undertaken jointly over the nextiwo years with theCoalition for Rainforest Nations, Germany, and UN
REDDOProgramme

In FY09, th&MTensured that the FCPF contributed to multiplentspromoting dialogue on REDD

(Table3). Work on reference scenarios diREDD modeling methods gaimadmentum,with highlevel
presentations, workshops, and the support of regional studies. Thought pieces were presented
UNFCCC Expert Groups in both June 2008 and March 2009. Workshops comparing model methods and
results, ad an earlyprocess to develop guidance took place in October 2008 and April 2009. Support
was provided to a regional study modeling future driverdefbrestation anddegradation insixCongo

Basin countries (with IASA, WB, Gdtielothers).

Table3: FCPF Promotion of REDD Knowledge Sharing
Venue When Dialogue on

Indonesia REDD Market Place Exhibition of REDD projects being
prepared in Indonesia

COP14 (Poznan) Dec 2008 Joint FCREIN-REDD cooperation
Early country REDD experiences

Forum on Readiss for REDD (Accra Aug, Dec 2008 REDBPelated issues

Bonn, Amazon region, Brazil) SouthSouth cooperation
March 2009
WRI discussions Oct, Dec 2008 Governance and REDD
Mar 2009
Briefing for EU delegations April 2009 FCPF awareness and fundraising
WWF Summit on Forest Carbon Apr 2009 Key requirements for REDD to work
How to engagéehe private sector in
REDD
XIV Katoomba Meeting April 2009 Subnational vs. national scale of REDD
Carbon Expo May 2009 Expectations on REDD from Copenhag
Climate, @mmunity & Biodiversity May 2009 Environmentalk social standards for
Alliance REDD
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In the area oMRV,AMIT staffparticipated in Coalitiofior RainforestNationgFAO workshops on forest
inventory and remote sensing in February and April of 2009. Guidn with FAO, UNREDDand
others to define MRV needs was also undertaken.

1.4.4 INDIGENOUBEOPLEXAPACITBUILDINGPROGRAMONREDD

During its October 2008 budget discussion, the PC approved a line item of $1,000,000 ($200,000 per
year for 5 yearso fund the creation of a Capacity Building Program for Febestendent Indigenous
t S2LX S& YR 20KSNJ C2NBald 56StfSNE 6aLt tNRBANF YED
grants to mostly indigenoyseoplesorganizations to build knowledge amederstanding of REDD at the
national and regional levels. By the end of FY09, about $181,444 was committed to the following
initiatives:

1. COICA (Amazoniadrganize regional workshomsdproduce reference document on REDD as

contribution towards Copeghagen;

2. COONAPIP (Panama&yganize 11 workshops for information exchange, arrive at a common
LRAAGAZ2Y 2y w955 |yR (GKS HBIGSNYYSyiQa LINRLRALI

3. IPACC (Africalorganize regionahndnational workshopsandproduceatoolkit on REDD to
train trainers at countrylevel'°

1.5 TRUSTUNDADMINISTRATION

In the final category of budgeted activities of the Readiness Fund is the fixed admiésteeti of trust

fund administration. The World Bank serves tasisteefor all FCPF furglincluding preparingannual
business plans andngterm financial projections, producing the Annual Report, overseeing accounting,
financial auditsand contribution management and legal servicestioth the Readiness Trust Fuadd

the Carbon Fund. As per th€PFRCharter the trustee is also responsible foommissioning a miterm
evaluation of the FCPF.

1.5.1 FUNDCREATION ANDEVELOPMENT

Following theextensive consultation/design proceskthe FCPRvhich had begun in the summer of
2006, the Readinessust Fund was opened for contributions on June 13, 2@8the end of FYQ9,
there were a total ofen Donor Participats andfive Carbon Fund Particgmtsrepresenting 13 financial
contributors(see Tabld). The United Kingdom and Norway, having contida to both funds, serve as
combined Donor/Carbon Fund Participants.

Theinitial Steering Committee meeting was held within one monttoéning the FCPFAS per the
Charter, the Committee was comprised of the nibenorand/or Carbon Funéarticipantsandthe 14
eligible REDD Country Participatiiat had either finalized their financial contributions or completed R
PINs in time for review at the meeting.

°The reports of these initiatives are availablenétp://www.forestcarbonpartnership.org/fcp/node/248
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Table 4: Readinedsund ParticipationContributions as of June 30, 2009 (in $ million)

FY09 FY10 Fy11l FY12 Totals

Australia 9.5 9.5
Finland 9.0 9.0
AFD(France) 4.6 0.4 5.0
Japan 5.0 5.0 10.0
Netherlands 5.0 5.1 51 5.1 20.3
Norway 5.0 15.0 10.0 30.0
Spain 7.0 7.0
Switzerland 8.2 8.2
United Kingdom 5.7
United States of America 0.5 4.5 5.0

FY Totals 53.8 35.7 15.1 5.1 109.7

Given the need to establish a full Participants Committee for budget deliberations, the FY09 Annual
Budget of the FCPF was presented for review in October 888 appoved by PC1. At that time, the
FMTannounced that it had reached agreememithin the World Banko havethe full $2.35 million cost

of developinghe FCPF paiftom World Bankesourcesrather than from Fund capital (as is the normal
practice for WorldBankmanaged carbon funds). This important contribution from the World Bank
responded to calls from FCPF stakeholders during the consultation/design process, and enabled the
newly opened Facility 2 RS@20S tf 2F AlGa NBHREESIDISE, a2 (G§KS
agreement was reached withIBRD to achieve cost savings throadpsorption ofsomeoverhead
expensesssociated withiFCPRork.

Discussions across the |IB&ablishedhis entirely new and fairly complexprogramwithin IBRD,
includingdevelopment ofa budgeting systerwhich willenabledirect monitoringof costs related to the
Facility.

Because an objectiv@nd detailedevaluation is important to tis unique partnershipwhich places
SYLKI aAra 2y atisHYORHAA fi'sByead & opBratidng, The FMT has also already initiated
scoping work orman FCPF evaluation with external organizations.

1.5.2 CONTRIBUTIONS APBRTICIPATION

Raising financial resources f@adiness was an essential goAFY09 The Readinedsund surpassed
its original target of $100 million, with firfundingcommitments ofabout$110 million(fluctuating
somewhat with exchange rates) support of REDD readinesggnedby the 10 Donor ParticipanisThe
Donor Participants are: Australidnfand, Agence Frangaise de Développement (France), Japgan,
Netherlands, Norway, Spain, Switzerland, the United Kingdom, and the United States of America.
Discussioawith other potential donors have been ongoing, and it is likely that new resourdilsewi
signed intoDonorParticipationAgreementsin early 2010

The Carbon Fund of the FCPF signed 14 confidentiality agreewiémisotential investorsn FY09.By
June 30, 2009, the Fund had firm commitments of about $50 million from five CarborPadiaipants
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¢ the European Commission, Germany, Norway, The Nature Conservancy and the United Kingdom
(Table 5). In particular, funds from the bi&e been fullyagreed but will flowthrough the Strategic
Climate Fundestablished separately under théir@ate Investment Fundg)nce transfer terms are met.
Upon completion of thisormal transfer, theFCPEarbon Fund will be made operationas its capital
base will have surpassed the threshold of $40 million agreed in the FCPF ChheéperationaDate
for the Carbon Fund is expected shortly, and the administrative budget of the Carbon Fund will be

reported separately after that time to Carbon Fund Participants.

Table 5: Carbon Fund Participati@ontributions as of June 30, 2009 (in $ million)

FY0O9 Balance Totals
European Commission 6.3 0.3 6.7
Germany 4.0 9.0 13.0
Norway 10.0 10.0
The Nature Conservancy 5.0 5.0
United Kingdom 16.2 16.2
Total 25.4 25.6 50.9
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2. FYOHNANCIAIREPORDOF THEREADINESBUND

2.1 BUDGERAPPROVAPROCESS

In line with the FCPF ChartenetRCis responsible for approving annual budgets for the Readiness Fund.
The PC also approves annually the Shared Costs of the Facility, which are costs incurred on behalf of
both the Readiness Fund and the Carbon FundDctober 2008, the P&pprovedan FY09 budget of

$5.373 millionfor the Readiness Fund, including the Shared Facility Clcatée6).

Table6: Approved FY09 Budget for the Readiness Fund and Shared Facility @o$tmillion)

Activities Budget
FMT 1.335
Country ImplementatiorSupport 1.194
Country Advisory Services 0.873
REDD Methodology Support 1.665
o/w IP Capacity Buildig Program 0.200
o/w ApprovedContingency 0.200
Readiness Fund Administration 0.306
Total 5.373

Thefinancal report for the 12zmonth period ending June 30, 2008 presented in Tableato 10, with
information providedon both a cash andccrual basis. The cash basislesrepresent cash
expendituresactuallydisbursedor paid The accrual béstables indicte both cash expenditureand
certain types oEommitments made In line with World Bank budget policies)ae funds ardully
committedthrough contracts or obligations agreed by the Participants (though not necessarily
disbursed)they are reserved intie trust fund and no longeavailable for other activities.

2.2 SOURCES GfJNDS

Table7 presents the actual contributions received in the Readiness Fund by the end of\WKD® iotal
signedDonor Participation Areements amount t@bout $110 millionseveral of theagreements

include a phased contribution spread out over a few years. Hémtee first year, abou$53.9 million

was collectednto the Readiness Funteaving an outstanding balanceaifout$56.1 millionto be

collected in the comingears. If an additional pledge from the Government of Germany (already a
Participant in the Carbon Fund) reeincluded in the total, the estimated funding wouigtrease to

about$130 million subjed to exchange rate fluctuationdD SNXY | y 8@ Q& |ReaSiessFundd (G KS
the FCPF ®till under consideration ansubject to approvaby the Germarparliament In addition to

the $53.9 millionfrom donor contributionsthe FYQ9 funding includ&$47,000 ofnvestment income.
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Table7: Funds Received into thReadiness Funas of June 30, 200@n $ million)

Participant Commitment | Contribution | Outstanding
Name Amount Received Balance

Agence Francaise deéizeloppement 5.000 4.612 0.388
Australia 9.481 9.481 0
Finland 8.974 8.974 0
Japan 10.000 5.000 5.000
Netherlands 20.270 5.000 15.270
Norway 30.200 5.000 25.200
Spain 6.832 6.832 0
Switzerland 8.497 8.497 0
United Kingdom 5.700 0 5.700
United States 5.000 0.500 4.500
Total Contributions Received 109.953 53.895 56.058

Table 8 Funds Regived into the Readiness Fund as@écember8, 2009(in $ million}

Participant Commitment | Contribution | Outstanding
Name Amount Received Balance

Agence Francaise deéieloppement 5.204 5.204 0
Australia 9.481 9.481 0
Denmark 5.000 0 5.000
Finand 8.974 8.974 0
Japan 10.000 10.000 0
Netherlands 20.270 5.000 15.270
Norway 30.200 21.398 8.802
Spain 6.832 6.832 0
Switzerland 8.497 8.497 0
United Kingdont* 5.700 0 5.700
United States 5.000 5.000 0
Total Contributions Received 115.157 80.385 34.772

*Table 8 was added in December 2009 to reflect updated contributions.
** The UK contributios available through the Strategic Climate Fund.

2.3 USE OFUNDS

Onacash basis, total expenditur@s FY03vere about$3.5 million or 65percentof the approved=Y09
budget. On an accrual basis, total expenditures vadreut $4.5 millionor 84percentof the FY09
budget. The accrual amount lEgherdue to about$1.015 million that was committed though not yet
expensed or paid to vendors by the enfdJane 2009.This includes funds related to the Indigenous
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for technical assistance activitiaew being undertakemvith REDD Countries.
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Table9: FY® Cash Flow Statemerats of June 30, 2009 (in $ million)

Item Amount

Beginning Balance 0
Donor Contributions 53895
Investment Income 0.547
Total Receipts 54442
Cash Disbursement 3.497
Fund Balance 50.945

Table8 provides aCash Flow Statemeifdr the Readiness Fund in FYO%he btal sourceof funds vas
$54.4 million, withuse of fundf $3.5 million (cash basisjesulingin a fund balance of $5@million
on June 30, 2009The majority of this balance is being set aside to finance grarREDD Countries
which are expected in the future. While many grants are now being processed, they were not yet
reflected as a cash expense or accrual by the end of FYQ9.

Table9 presents Expenditures by Activity aash basisCash expenditures inclaed about $1.0 million
for the FCPFMT, $0.4 million for Country inplementationSupport $0.8 millioneach for Country
Advisory Services and REDD Methodology Supgadt$.5 millionfor Readiness Fund Administration.

Tablel0: Expenditures by Activity Cash Basién $ million)

Actual Cash

Disbursement ,

Actual Cash Commitment &

Activities Disbursement Budget Difference | Reclassification
FMT 0.988 1.335 -0.347 0.988
Country Implementation 0.409 1.194 -0.785 1.159
Country Advisory Services 0.801 0.873 -0.072 0.801
REDD Methodology Support 0.827 1.665 -0.838 1.092
o/w IP Capacity Building 0 .200 -.200 0.181
o/w Contingency 0 .200 -.200 0
Readiness Fund Administratiol 0471 0.306 0.165 0471
Total 3.497 5.373 -1.876 4.512
Expense Rate 65% 84%

Thecash expenditures were $1.876 millimwer thanthe original budget, reflectingin parta
conservative approach to budgetiimgthis first year of the Facilityin addition,the time involved in
staffing teams led to some cost saving®pthe year.

Costs foilCountry Implementatiorsupport were 8.785 millionlower than the budget.Although there
was ahigher level of demand in the first year from eligiREDD countrieshere was als@a somewhat
slowerthan expectedorogress in tams of rolling outhe readiness activities tondividualcountries.
With most country teams now in place, these expimees accelerated towards the end of FY09.
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