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» Buffer Guidelines (BGL) require a portion of Total ERs to be allocated to the
Pooled Reversal Buffer to manage Reversal Risk

* The allocation is calculated as a percentage of Total ERs per reporting
period, minus the Uncertainty Buffer

* The Reversal Risk Set-Aside percentage is determined using the Reversal
Risk Assessment Tool



* ER Programs show significant variability in risk assessment detail and
robustness

 Some ER Programs have underestimated reversal risk, leading to actual,
larger than expected, reversals

* Inadequate justification of Reversal Set-Aside Percentages negatively
impacts the Pooled Reversal Buffer

Potential Issues:
* Insufficient Buffer ERs to cover reversals
* Unequal contributions to the Pooled Buffer based on risk levels

Solution:
 FMT proposes updating guidelines for Reversal Risk Assessment and
verification



At the 26th Carbon Fund meeting
(May 2023), participants approved
modifying the BGL to improve
Reversal Risk assessments

Changes will apply six months after
this webinar (March 23, 2025)

Annex | (version 4.1 of BGL) clarifies
how risk factors assess reversal risks

Objective:This webinar explains the
proposed changes, holds a Q&A,
and initiates the grace period for ER
Programs

Buffer Guidelines

Version 4.1
February 2024



Reversal Risk Assessment Tool

The Reversal Risk Assessment Tool shall be
used to determine the Reversal Risk Set-Aside
percentages for each of the Risk Factors listed
in the first column of Table 2 of the BGL

Risk Factors Risk Indicators Default Discount Resulting
Reversal (increment) Reversal  Risk
Risk  Set- Set-Aside
Aside Percentage
Percentage
Default risk = Not applicable, fixed 10% Not applicable 10%
minimum amount
A, Are stakeholders aware 10% Rewversal Risk is 10%
Lack of broad of, andfor have positive considered
and sustained experience with Emission high: 0%
stakeholder Reduction Programs, discount; OR
support FGRM, benefit sharing
arrangements etc. or Reversal Risk is 5o
similar instruments in considered
other contexts_? . medium: 5%
Have complaints, claims discount: OR
or occurrences of conflicts
over rights and tenure
been addressed? Rewversal Risk is 0%
considered
low: 10%
discount

The Reversal Risk is assessed for
each Risk Factor separately as high,
medium or low

The Risk Indicators in the second

column of such table are provided
to assess the Reversal Risk for each
Risk Factor 5




Reversal Risk Assessment Tool

The proposed changes focus on providing more clarity on how to apply the risk indicators while trying to
avoid representing a significant additional effort for ER Programs

Risk Factors Risk Indicators Default Discount Resulting Risk Factors Risk Indicators Default Discount Resulting
Reversal (increment) Reve Reversal (increment) Reversal  Risk
Risk  Set- -Aside Risk Set- Set-Aside
Aside Percentage Aside Percentage
Percentage
Default risk [ Nclz-tl applicable, ﬁ% 10% Not applicable 10% C. Is there experience m\ 5% Reversal Risk is 5%
EEUTITIER TR Lack of long decoupling deforestation considered
A Are stakeholders aware 10% Reversal Risk is 10% term and degradation from high: 0%
Lack of broad of, andfor have positive considered effectiveness economic activities? discount; OR
and sustained experience with Emission high: 0% in addressing
stakeholder Reduction Programs, discount; OR underlying + Is relevant legal and Reversal Risk is 3%
support FGRM, benefit sharing drivers regulatory environment considered
a-rrangem.ents etc. |j_lr Reversal Risk is 5% COI'l1dU-Ci\.|"E to REDD+ medium: 2%
similar instruments in considerad objectives? discount; OR
other contexts? medium: 5% __
Have complaints, claims discount: OR Reversal Risk is 0%
or occurrences of conflicts considered
over rights and tenure low: 5%
been addressed? Reversal Risk is 0% discount
considered
IO.W: 10% D. * Is the Accounting Area 5% Reversal Risk is 5%
discount Exposure and vulnerable to fire, storms, considered
vulnerability droughts, etc.? high: 0%
B. Is there a track record of 10% Reversal Risk is 10% to natural * Are there capacities and discount; OR
Lack of key institutions in considered disturbances experiences in effectively
institutional implementing programs high: 0% preventing natural distur- Reversal Risk is 3%
capacities and policies? discount; OR bances or mitigating® their considered
and/or Is there experience of impacts? medium: 2%
ine‘ﬂectiue cmss—secfcoral Reversal Risk is 59 discount; OR
vertical/cross cooperation? ‘ e
sec?ora.l Is there ‘expenence of medium: 5% Reversal Risk is 0%
coordination collaboration between discount: OR considered
different levels of low: 5%
2 .
e, Reversal Risk is 0% K j discount
considered
low: 10% " .
. Actual Reversal Risk Set-Aside Percentage: 10+(Result A+ Result B+ It C+ Result D) =10 to
discount w 0%
_/ N

Set-Aside Percentages are not being modified “



Risk factor A. Lack of broad and sustained
stakeholder support

RISK FACTOR RISK INDICATOR RISK SUB-INDICATOR

a) ER Program
consultations’ procedures,
processes, and outcomes

Are relevant stakeholders aware of, r
and/or provided feedback to and have
positive experience with Emission b) Performance of the
Reduction Programs, FGRM, benefit Benefit Sharing Plan

sharing arrangements and/ or similar
c) Performance of

instruments in other contexts?
A. Lack of broad and the FGRM

sustained
stakeholder support

Have complaints, claims or
occurrences of conflicts over
rights and tenure been
addressed?



Risk factor A. Lack of broad and sustained
stakeholder support

RISK FACTOR RISK INDICATOR RISK SUB-INDICATOR

a) ER Program
consultations’ procedures,
processes, and outcomes

Are relevant stakeholders aware of, r
and/or provided feedback to and have
positive experience with Emission b) Performance of the
Reduction Programs, FGRM, benefit Benefit Sharing Plan

sharing arrangements and/ or similar
c) Performance of

instruments in other contexts?
A. Lack of broad and the FGRM

sustained
stakeholder support

Have complaints, claims or
occurrences of conflicts over
rights and tenure been
addressed?



Rationale: Broad, inclusive consultations ensure meaningful stakeholder participation and
program acceptance

1. Designing, planning and disclosure of clear, participatory
procedures for stakeholder consultations, disaggregated by
type and gender

Evaluation 2. Evidence that the clear and participatory procedures
attributes: were followed, and feedback was integrated into the ER
Program.

3. The availability of information to carry out the
assessment



Sub-indicator a) ER Program consultations’

procedures, processes, and outcomes

Data used for the assessment :

Ex-ante (before the 3" year of ER Ex-post (where ER Program data for at

Program implementation) least two years is available)

* SESA (or similar social and * ER monitoring reports (Annex 1, 2)
environmental assessments)
 ERPD (e.g., the draft BSP and other
documents)
 ESMF and other equivalent
safeguards’ management
frameworks, stakeholders’
engagements and other plans

All relevant documents shall be identified and included in the assessment. These
can be WB aide memoires, Implementation Support Reports (ISRs), Third Party
Monitoring and FGRM reports, and other stakeholders’ engagement and safeguard-

related reports
10



Sub-indicator a) ER Program consultations’
procedures, processes, and outcomes

e How to determine the risk score: The risk score shall be determined as the
combined risk of the three attributes

1. Consultation Procedures Low: Procedures are participatory, inclusive, and
publicly disclosed
Medium: Clear and participatory but not
proportionally inclusive
High: Procedures unclear, not participatory, or
undisclosed

2. Evidence that they have been  Low: Consultations followed as planned, reported, and
followed feedback reflected
Medium: Consultations reported and feedback
included, but not disclosed
High: No disclosed reporting or did not follow the plan

3. Information Availability Low: Sufficient information available
High: Insufficient information for the assessment

11



Risk factor A. Lack of broad and sustained
stakeholder support

RISK FACTOR RISK INDICATOR RISK SUB-INDICATOR

a) ER Program
consultations’ procedures,
processes, and outcomes

Are relevant stakeholders aware of, r
and/or provided feedback to and have
positive experience with Emission
Reduction Programs, FGRM, benefit
sharing arrangements and/ or similar

instruments in other contexts? c) Performance of
A. Lack of broad and the FGRM

sustained
stakeholder support

b) Performance of the
Benefit Sharing Plan

Have complaints, claims or
occurrences of conflicts over
rights and tenure been
addressed?

12



Sub-indicator b) Performance of the Benefit
Sharing arrangements

* Rationale: Stakeholder engagement and support for the Benefit Sharing Plan

(BSP) are crucial for community buy-in and the long-term sustainability of ER
measures and results

||» 1. The level of awareness, engagement and support with
The evaluation of this regards to the BSP
sub-indicator

considers two

attributes:
||» 2. The effectiveness of the BSP in distributing resources

13



Sub-indicator b) Performance of the Benefit
Sharing arrangements

e Data used for the assessment :

Ex-ante (before the 3" year of ER Ex-post (where ER Program data for at

Program implementation) least two years is available)

* Analysis of benefit sharing e Reported performance of the ER
mechanisms proposed, feedback Program’s BSP (e.g., records on the
from stakeholders, and how it was expected and actual dates of
reflected in the final benefit sharing disbursements, actual disbursements
plan and budgeted ones)

* Resources available for such program
and the actual demand from
stakeholders

e If there are other similar programs
already implemented in the ER
accounting area, the assessment shall
incorporate their information

For both the ex-ante and the ex-post analysis, when there is no sufficient information and a
wellfunctioning feedback mechanism to allow for robust assessment, random surveys could
be conducted to understand the level of acceptance of such a program and level of
engagement

14



Sub-indicator b) Performance of the Benefit

Sharing arrangements

* How to determine the risk score:

Medium

High

80%+ of expected stakeholders used the benefit sharing
mechanism; <30% of complaints relate to benefit sharing

<60% of expected stakeholders used the benefit sharing
mechanism; up to 60% of complaints are about the benefit
sharing

<30% expected stakeholder use the benefit sharing mechanism;
80%+ complaints are about the mechanism OR there is
insufficient data

15



Risk factor A. Lack of broad and sustained
stakeholder support

RISK FACTOR RISK INDICATOR RISK SUB-INDICATOR

a) ER Program

r consultations’ procedures,
rocesses, and outcomes

Are relevant stakeholders aware of, ¥

and/or provided feedback to and have

positive experience with Emission —) b) Performance of the

Benefit Sharing Plan

Reduction Programs, FGRM, benefit
sharing arrangements and/ or similar
instruments in other contexts?

c) Performance of
the FGRM

A. Lack of broad and
sustained
stakeholder support

Have complaints, claims or
occurrences of conflicts over
rights and tenure been
addressed?

16



Sub-indicator c) Performance of the FGRM

* Rationale: A well-functioning Feedback and Grievance Redress Mechanism
(FGRM) is essential for stakeholder support and program success

* The information necessary for the analysis should be obtained, ex ante, from the
experience with the FGRM already implemented in similar programs, and ex
post, from the effective performance of the FGRM applied to the RE Program,
once data have been collected for at least 2 years

e How to determine the risk score:

FGRM operates as planned with publicly disclosed reports
Medium FGRM operates as planned but without public reporting

High FGRM does not follow the plan, lacks public reports, OR is non-
functional, OR insufficient information for assessment

17



Risk factor A. Lack of broad and sustained
stakeholder support

RISK FACTOR RISK INDICATOR RISK SUB-INDICATOR

a) ER Program
consultations’ procedures,
processes, and outcomes

b) Performance of the
Benefit Sharing Plan

Are relevant stakeholders aware of,
and/or provided feedback to and have
positive experience with Emission
Reduction Programs, FGRM, benefit
sharing arrangements and/ or similar

instruments in other contexts? c) Performance of

A. Lack of broad and the FGRM
sustained

stakeholder support

Have complaints, claims or
occurrences of conflicts over
rights and tenure been
addressed?

18



Risk Indicator: Are relevant stakeholders aware of, and/or provided
feedback to and have positive experience with Emission Reduction
Programs, FGRM, benefit sharing arrangements and/ or similar instruments?

e How to determine the risk score of the risk indicator:

* The overall risk level for this indicator shall be based on the risk level of the
highest scoring sub-indicator (i.e., the one representing the highest risk)

* For example:

RISK INDICATOR RISK SUB-INDICATOR RISK SCORE

a) ER Program
r consultations’ procedures, LOW

processes, and outcomes
Are relevant stakeholders aware of,

and/or provided feedback to and have

positive experience with Emission b) Performance of the LOW

Reduction Programs, FGRM, benefit 1Sl Plan

sharing arrangements and/ or similar

instruments in other contexts? c) Performance of HIGH
the FGRM

OVERALL RISK INDICATOR LEVEL: HIGH
19



Risk factor A. Lack of broad and sustained
stakeholder support

RISK FACTOR RISK INDICATOR RISK SUB-INDICATOR

a) ER Program
r consultations’ procedures,
Are relevant stakeholders aware of, PIOCESSes QIZIOLIEOTIES
and/or provided feedback to and have
positive experience with Emission sy D) PErformance of the
Reduction Programs, FGRM, benefit Benefit Sharing Plan
sharing arrangements and/ or similar

instruments in other contexts? c) Performance of
A. Lack of broad and the FGRM

sustained
stakeholder support

Have complaints, claims or
occurrences of conflicts over
rights and tenure been
addressed?

20



Rationale: Mechanisms for addressing the complaints, claims or conflict on land and
resource related to the ER Program are deemed effective and fair if there are clear
mechanisms incorporated in the BSP/ER Program to address them

Assessment:

» Effectiveness is reviewed through ER Program documents (ERPD, BSP, FGRM,
monitoring reports, etc.), multiple sources should be used for a comprehensive
assessment



Risk Indicator: Have complaints, claims or occurrences of
conflicts over rights and tenure been
addressed?

e Data used for the assessment :

Ex-ante (before the 3" year of ER Ex-post (where ER Program data for at

Program implementation) least two years is available)

e Existing data from similar programs * ER Program data
carried out in the ER Program
jurisdiction

22



Risk Indicator: Have complaints or conflicts over rights and

tenure been addressed?

e How to determine the risk score:

Medium

High

Legal instruments, arrangements or frameworks and/or
community-based mechanisms in place for conflict resolution,
resolving 80%+ complaints resolved in a timely manner

Legal instruments, arrangements or frameworks and/or
community-based mechanisms in place for conflict resolution
exist but with limited effectiveness, resolving 60%+ complaints in
a timely manner

No or ineffective mechanisms, resolving less than 40% of
complaints

23



Risk factor A. Lack of broad and sustained
stakeholder support

RISK FACTOR RISK INDICATOR RISK SUB-INDICATOR

a) ER Program

r consultations’ procedures,
processes, and outcomes

Are relevant stakeholders aware of,

and/or provided feedback to and have

positive experience with Emission b) Performance of the

Reduction Programs, FGRM, benefit Benefit Sharing Plan

sharing arrangements and/ or similar

instruments in other contexts? c) Performance of
the FGRM

A. Lack of broad and
sustained
stakeholder support

Have complaints, claims or
occurrences of conflicts over
rights and tenure been
addressed?

24



Risk factor A. Lack of broad and sustained stakeholder
support

e How to determine the risk score of the risk factor:

* The final risk score for Risk factor A shall be the lowest score of the two Risk
Indicators above (i.e., the highest risk level)
* For example:

RISK FACTOR RISK INDICATOR RISK SCORE

Are relevant stakeholders aware of,
and/or provided feedback to and have
positive experience with Emission
Reduction Programs, FGRM, benefit
sharing arrangements and/ or similar
instruments in other contexts?

HIGH

A. Lack of broad and
sustained
stakeholder support

Have complaints, claims or
occurrences of conflicts over LOW
rights and tenure been

addressed?
OVERALL RISK FACTOR A SCORE: HIGH *°



Risk factor B. Lack of institutional capacities and/or
ineffective vertical /cross sectoral coordination

RISK FACTOR RISK INDICATOR

Is there a track record of key
institutions in implementing programs
and policies?

B. Lack of

institutional

capacities and/or .

ineffective —) Is there experience of cross-sectoral

: cooperation?

vertical/cross

sectoral

coordination
Is there experience of collaboration
between different levels of

government?

26



Risk factor B. Lack of institutional capacities and/or
ineffective vertical /cross sectoral coordination

RISK FACTOR RISK INDICATOR

Is there a track record of key
institutions in implementing programs
nd policies?

B. Lack of

institutional

capacities and/or .

ineffective —) Is there experience of cross-sectoral

: cooperation?

vertical/cross

sectoral

coordination
Is there experience of collaboration
between different levels of

government?

27



Rationale: The risk level is based on the average years of experience of key institutions
over the last 10 years. The assumption for using the average is that, if most key
institutions have a long track record implementing programs, they may support and
complement a minority of newer institutions

Key considerations:
e All institutions listed in Section 1 of the ERPD are considered "key*

* |nstitutional arrangements established to implement ER Programs are also factored
in.

* Only policies and programs directly related to the ER Program, either ongoing or
recently concluded (within the last 2 years), are included.

* For each institution, an explanation is required to show how its experience aligns
with the ER Program activities, along with the termination dates if the programs
are not ongoing



Risk Indicator: Is there a track record of key institutions in
implementing programs and policies?

e Data used for the assessment :

Ex-ante (before the 3" year of ER Ex-post (where ER Program data for at

Program implementation) least two years is available)

* National strategies, sectoral plans,  Same as for the ex-ante, but in
programs, budgets and reports addition:
(including monitoring reports) where * The years of experience gained by key
such programs and their institutions as a result of the
implementation arrangements are implementation of the ER Program
described and through which their shall be considered (i.e., the ex-post
actual implementation can be estimate shall include the years
demonstrated and their results are before and after the ER Program
provided implementation)

This information shall be offered for each of the years of claimed institutional
experience in the implementation of policies and programs

S



Risk Indicator: Is there a track record of key institutions in
implementing programs and policies?

e How to determine the risk score:

Low All key institutions involved in implementing the ER Program have an
average of 8+ years of experience over the last 10 years, executing policies
and programs directly related to the ERPD activities

Medium All key institutions average 5+ years of experience over the last 10 years,
executing policies and programs directly related to the ERPD activities

High All key institutions average less than 5 years of experience over the last 10
years, OR there is insufficient information to verify their experience

30



Risk factor B. Lack of institutional capacities and/or
ineffective vertical /cross sectoral coordination

RISK FACTOR RISK INDICATOR

Is there a track record of key

institutions in implementing programs
and policies?

B. Lack of

institutional

capacities and/or .

. > . / Is there experience of cross-sectoral

ineffective .

: cooperation?

vertical/cross

sectoral

coordination
Is there experience of collaboration
between different levels of

government?

31



Rationale: Cross-sectoral cooperation may be reflected in a number of ways:
* the design and alignment of policies and programs,
* the operation of working groups, joint research groups, and
* the implementation of activities on the ground.

Such cooperation may happen at any level (from national to local) and across
levels

The cross sectoral cooperation actions considered shall be relevant to the activities
and objectives of the ER Program and shall have directly contributed to REDD+-
related objectives

A description of the cooperation activities shall be provided, together with an
explanation of how they are related to the ER Program and evidence that such
activities are ongoing or were finished at most 2 years before the risk assessment



Risk Indicator: Is there experience of cross-sectoral
cooperation?

e Data used for the assessment :

Ex-ante (before the 3" year of ER Ex-post (where ER Program data for at
Program implementation) least two years is available)
* Information to support the * Same as for the ex-ante, but in
assessment may vary widely and may addition:
include formal agreements, minutes * The years of cross-sectoral
of meetings, program reports, etc. cooperation experience resulting
e This information shall cover all the from the implementation of the ER
years for which cooperation has taken Program shall be considered
place that are relevant for this
assessment.

e This information shall be offered for each of the years of claimed cross-sectoral
cooperation

33



Risk Indicator: Is there experience of cross-sectoral

cooperation?

e How to determine the risk score:

Together, all the cross-sectoral cooperation initiatives relevant to
the ER Program average 8+ years of experience in the last 10 years

Medium

High

Together, all the cross-sectoral cooperation initiatives relevant to
the ER Program average 5+ years of experience in the last 10 years

Together, all the cross-sectoral cooperation initiatives relevant to
the ER Program average <5 years of experience in the last 10
years, OR there is not information enough to support the claims
regarding the cross-sectoral cooperation

34



Risk factor B. Lack of institutional capacities and/or
ineffective vertical /cross sectoral coordination

RISK FACTOR RISK INDICATOR

Is there a track record of key
institutions in implementing programs

and policies?
B. Lack of

institutional
capacities and/or
ineffective
vertical/cross
sectoral
coordination

—) Is there experience of cross-sectoral
cooperation?

Is there experience of collaboration
between different levels of
government?

35



Risk Indicator: Is there experience of collaboration between
different levels of government?

* The requirements for cross-sectoral cooperation shall apply mutatis
mutandis when assessing the experience of collaboration between
different levels of government

36



Risk factor B. Lack of institutional capacities and/or
ineffective vertical /cross sectoral coordination

RISK FACTOR RISK INDICATOR

Is there a track record of key
institutions in implementing programs
and policies?

B. Lack of

institutional
capacities and/or .
. > . Is there experience of cross-sectoral
ineffective .
: cooperation?
vertical/cross
sectoral

coordination
Is there experience of collaboration

between different levels of
government?

37



Risk factor B. Lack of institutional capacities and/or
ineffective vertical/cross sectoral coordination

e How to determine the risk score of the risk factor:

 The final risk score for Risk factor B shall be the lowest score of the three Risk
Indicators above (i.e., the highest risk level)

* For example:

RISK FACTOR RISK INDICATOR RISK SCORE

Is there a track record of key
institutions in implementing programs LOW

and policies?
B. Lack of

institutional

capacities and/or :
) P , / Is there experience of cross-sectoral MEDIUM
ineffective >

: cooperation?
vertical/cross

sectoral

coordination
Is there experience of collaboration

between different levels of LOW
government?

OVERALL RISK FACTOR B SCORE: MEDIUM 38



Risk factor C. Lack of long-term effectiveness in

addressing underlying drivers

RISK FACTOR

Risk factor C. Lack of
long-term
effectiveness in
addressing
underlying drivers

RISK INDICATOR

Is there experience in decoupling
deforestation and degradation from
economic activities?

Is the relevant legal and regulatory
environment conducive to REDD+
objectives?

39



Risk factor C. Lack of long-term effectiveness in
addressing underlying drivers

RISK FACTOR RISK INDICATOR

Is there experience in decoupling
deforestation and degradation from
economic activities?

Risk factor C. Lack of
long-term
effectiveness in
addressing
underlying drivers

Is the relevant legal and regulatory
environment conducive to REDD+
objectives?

40



Rationale: It is considered that an intervention has achieved decoupling
deforestation and degradation from economic activities if it has consistently
resulted over time in lower levels of deforestation and/or degradation with the
same or higher economic outputs, compared to the data before the start of such
intervention

The identification of economic activities leading to deforestation and degradation
shall be supported by an analysis of drivers

It shall be shown that before the intervention the levels of economic activity and
the levels of deforestation or degradation were in fact associated

Information shall be provided showing how the proposed intervention addresses
the economic activities leading to deforestation and degradation

Evidence shall be provided to demonstrate that the reduction in deforestation or
degradation caused by the intervention was not due to the displacement of
activities to areas not covered by such intervention



Ex-ante, it shall be shown that decoupling has been achieved for at least 5
consecutive years through interventions carried out by the key institutions
involved in the ER Program in the last 15 years, either in the ER Program area or
in other areas

Ex-post, evidence shall be provided that the ER Program activities have led to
decoupling after the first two years of the ER Program implementation.

Estimates do not require high accuracy, but shall allow to establish that
decoupling has been achieved



Risk Indicator: Is there experience in decoupling deforestation
and degradation from economic activities?

e Data used for the assessment :

Ex-ante (before the 3" year of ER Ex-post (where ER Program data for at

Program implementation) least two years is available)

* Deforestation and degradation e Data from the ER Program monitoring
estimates from national or reports

internationally recognized sources
(e.g., GFW), as well as logging
statistics (for degradation) and
national statistics

43



Risk Indicator: Is there experience in decoupling deforestation
and degradation from economic activities?

e How to determine the risk score:

W Situation ex-ante Situation ex-post

Low

Medium

High

3+ programs, policies or regulations run by key ER
Program institutions have achieved decoupling for
5+ consecutive years in the ER Program
jurisdiction in the last 15 years

2+ programs, policies or regulations run by key ER
Program institutions have achieved decoupling for
5+ consecutive years in the ER Program
jurisdiction in the last 15 years

<2 programs, policies or regulations run by key ER
Program institutions have achieved decoupling
for 5+ consecutive years in the ER Program
jurisdiction in the last 15 years OR there is no
information available to carry out the assessment

The same approach as for the ex-ante
assessment shall be followed, but ER Program
data shall be considered

The same approach as for the ex-ante
assessment shall be followed, but ER Program
data shall be considered

The same approach as for the ex-ante
assessment shall be followed, but ER Program
data shall be considered

44



Risk Indicator: Is there experience in decoupling deforestation
and degradation from economic activities?

Example:

The main driver of deforestation in Jurisdiction A is extensive cattle ranching,

which has traditionally taken place throughout its territory

With the objective of reducing the pressure on forests, the government of the
jurisdiction decided to establish a program to provide technical support and

monetary incentives for intensifying this practice

Starting in 2015, the program ran for five years, with the following results:

Deforestation intensity of cattle ranching in Jurisdiction A, 2010 — 2020

Year Cattle production (heads) Deforestation in Deforestation intensity
Jurisdiction A (ha) (ha/head)
2010 200,000 170,000 0.850
2011 220,000 190,000 0.864
2012 240,000 220,000 0.917
2013 290,000 300,000 1.034
2014 315,000 350,000 1.111
2015 325,000 300,000 0.923
2016 350,000 310,000 0.886
2017 375,000 320,000 0.853
2018 390,000 325,000 0.833
2019 410,000 330,000 0.805
2020 400,000 325,000 0.813
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Risk Indicator: Is there experience in decoupling deforestation
and degradation from economic activities?

Cattle production vs deforestation, Jurisdiction A

The deforestation intensity (i.e., the
number of hectares deforested per
head of cattle raised) decreased since
the start of the program, which
means that the jurisdiction was able
to produce the same economic
benefit while reducing deforestation

Deforestation intensity (ha/head) Jurisdiction A Moreover, the program was able to
lower its deforestation intensity for
more than 5 consecutive years, so it
would qualify as an eligible program

0600 while assessing this risk indicator

0.400

1.200

1.000

0.800

0.200

0.000
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 46
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Risk factor C. Lack of long-term effectiveness in

addressing underlying drivers

RISK FACTOR RISK INDICATOR

Is there experience in decoupling

deforestation and degradation from
: A
Risk factor C. Lack of economic activities?

long-term
effectiveness in
addressing
underlying drivers

Is the relevant legal and regulatory
environment conducive to REDD+
bjectives?

47



Rationale: In order to determine if the relevant legal and regulatory environment is
conducive to REDD+ objectives, all laws and regulations affecting the forest sector
directly or indirectly in the ER Program jurisdiction shall be considered

The assessment shall consider all relevant laws and regulations

Any potential provisions or contradictions between laws and regulations that may
represent obstacles to REDD+ achievement shall also be considered

Evidence shall be presented showing that the laws and regulations considered
have been, and continue to be, effectively enforced



Risk Indicator: Is the relevant legal and regulatory environment
conducive to REDD+ objectives?

e Data used for the assessment :

Ex-ante (before the 3" year of ER Ex-post (where ER Program data for at

Program implementation) least two years is available)

* The analysis shall identify how the * The ex-post analysis shall be an
enforced legal framework in place at update of the ex-ante assessment,
the time of the ER Program start i.e., shall reflect the modifications
promotes REDD+ objectives made to the legal and regulatory

environment and any variations in its
enforcement since the previous risk
assessment

* The level of enforcement shall be assessed considering official data, academic
analysis, NGO publications and other relevant sources

49



Risk Indicator: Is the relevant legal and regulatory environment

conducive to REDD+ objectives?

e How to determine the risk score:

The existing legal and regulatory framework undoubtedly
promotes REDD+ and is effectively enforced

Medium

High

The existing legal and regulatory framework partially promotes
REDD+ OR the regulatory framework is partly enforced (i.e.,
enforcement issues have been identified, but they do not
seriously undermine the effectiveness of the regulatory
framework)

The existing legal and regulatory framework does not promote
REDD+, OR it is generally not enforced, OR the information
available does not allow to assess this indicator
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Risk factor C. Lack of long-term effectiveness in
addressing underlying drivers

RISK FACTOR RISK INDICATOR

Is there experience in decoupling
deforestation and degradation from
economic activities?

Risk factor C. Lack o
long-term
effectiveness in
addressing
underlying drivers

Is the relevant legal and regulatory
environment conducive to REDD+
objectives?
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Risk factor C. Lack of long-term effectiveness in
addressing underlying drivers

How to determine the risk score of the risk factor:

The final risk score for Risk factor C shall be the lowest score of the two Risk
Indicators above (i.e., the highest risk level)
For example:

RISK FACTOR RISK INDICATOR RISK SCORE

Is there experience in decoupling
deforestation and degradation from LOW

! T
Sl e @ Led o economic activitiesr

long-term
effectiveness in

addressing
underlying drivers Is the relevant legal and regulatory

environment conducive to REDD+
objectives?

MEDIUM

OVERALL RISK FACTOR C SCORE: MEDIUM
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Risk factor D. Exposure and vulnerability to natural
disturbances

RISK FACTOR RISK INDICATOR

Is the Accounting Area vulnerable to
fire, storms, droughts, etc.?

Risk factor D.
Exposure and
vulnerability to

natural disturbances
Are there capacities and experiences

in effectively preventing natural
disturbances or mitigating their
impacts?
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Risk factor D. Exposure and vulnerability to natural
disturbances

RISK FACTOR RISK INDICATOR

Is the Accounting Area vulnerable to
fire, storms, droughts, etc.?

Risk factor D.

Exposure and

vulnerability to

natural disturbances
Are there capacities and experiences
in effectively preventing natural
disturbances or mitigating their
impacts?
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Rationale: When determining the vulnerability of the Accounting Area to natural
disturbances, all the occurrences of all types of disturbances in the last 50 years
shall be identified and their impact on forest carbon stocks or forest area
estimated

The reduction of forest areas should only be used where data on forest carbon
stocks are not available

Average carbon stock values may be used for these estimates

Risk shall be assessed separately for each relevant type of disturbance, taking into
account the average affected carbon stocks and return interval (or frequency) of
disturbance events



Risk Indicator: Is the Accounting Area vulnerable to fire, storms,
droughts, etc.?

e How to determine the risk score:

Every 1to 24 | Every 25 to 49 | Every 50+
years years years
-- -

Affected C MEDIUM MEDIUM LOW
stock or area

10-19%

Affected C LOW LOW LOW

stock or area -
9%

High risk scores also apply where there is not information to
carry out the assessment
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Risk factor D. Exposure and vulnerability to natural
disturbances

RISK FACTOR RISK INDICATOR

Is the Accounting Area vulnerable to
fire, storms, droughts, etc.?

Risk factor D.
Exposure and
vulnerability to
natural disturbances

Are there capacities and experiences
in effectively preventing natural

disturbances or mitigating their
impacts?
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Rationale: The resulting risk scores (low, medium, or high) of the previous Risk
Indicator may be lowered by considering the capacities and experiences in
effectively preventing natural disturbances or mitigating their impacts for each
disturbance type

Risk mitigation activities shall be described, including an explanation of how they
reduce the specific natural disturbance risk

Risk mitigation activities may include, e.g.:
* Education to reduce the risk of uncontrolled fires resulting from slash-and-burn agriculture;
* Periodic fuel removal;
* Establishment and maintenance of fire breaks and towers;
* Deployment and maintenance of fire-fighting equipment (for fire risk);
* Planting of diverse and resistant tree species (for risk of pests or disease);
*  Planting of frost, drought, flood, or windtolerant species (for extreme weather risk); and

* Use of salinity-tolerant plant species (for salt-water intrusion risk)



Risk Indicator: Are there capacities and experiences in
effectively preventing natural disturbances or mitigating their
impacts?

* Information shall be provided showing how the impacts of such disturbances have
lowered since the mitigation activities were implemented (for instance,
information on the average hectares of forest burned per event before and after
the activities started)

* Information to support the assumption that the mitigation activities will be carried
out throughout the crediting period may include government budgets, relevant
cooperation agreements with donor countries or international bodies, etc.
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Risk Indicator: Are there capacities and experiences in
effectively preventing natural disturbances or mitigating their

impacts?

How to determine the risk MITIGATION score:

Risk

mitigation
score

High
mitigation

Medium
mitigation

Low
mitigation

Risk mitigation activities have been successfully implemented for the last
10+ years in the ER Program’s jurisdiction, and the ER Program proponent
can demonstrate that it has the capacities and funding necessary to
continue to fully implement them in the crediting period

Risk mitigation activities have been successfully implemented for the last
5+ years in the ER Program’s jurisdiction, and the ER Program proponent
can demonstrate that it has the capacities and funding necessary to
continue to fully implement them in the crediting period

Risk mitigation activities have been successfully implemented for <5 years,
AND/OR the ER Program proponent cannot demonstrate that it has the
capacities and funding necessary to continue to fully implement them in
the crediting period
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Risk factor D. Exposure and vulnerability to natural
disturbances

RISK FACTOR RISK INDICATOR

Is the Accounting Area vulnerable to
fire, storms, droughts, etc.?

Risk factor D.
Exposure and
vulnerability to

natural disturbances
Are there capacities and experiences

in effectively preventing natural
disturbances or mitigating their
impacts?
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* The final natural disturbance risk per type of disturbance shall be determined
considering both the initial risk score and the risk mitigation score, according to
the following table:

Risk score Mitigation score Final score

High Low

High Medium Medium
Low High
High Low

Medium Medium Low
Low Medium
High Low

Low Medium Low
Low Low

The highest final risk score of the assessed disturbance types shall be deemed to
represent the natural disturbance risk of the ER program




* Example:

 ER Program A is located in an area where forest fires and pest
outbreaks have been persistent in the last five decades

* The government of the jurisdiction where the ER Program is located put
in place a fire prevention program in 1990 that is still operating in
2023. This program is anticipated to continue during the crediting
period

* In contrast, no specific actions have been taken by the government to
address pest outbreaks



Risk factor D. Exposure and vulnerability to natural

disturbances

Historical information regarding the impacts of these forest fires and pests:

Type of

natural
disturbance

Total forest
carbon

Affected
carbon

Return
interval

1972
1984
1992
2016

Average

Year

1978
2009
2019

Average

Fire
Fire
Fire

Fire

Type of

natural
disturbance

Pest

Pest

Pest

stocks (tC)
350,000,000

296,000,000
298,000,000

260,000,000

Total forest
carbon
stocks (tC)

318,000,000
257,000,000

237,000,000

stocks (tC)
48,000,000

47,000,000
38,000,000

32,000,000

Affected
carbon
stocks (tC)

38,000,000

40,000,000

41,000,000

Affected
carbon
stocks (%)
14
16
13
12
14
Affected
carbon
stocks (%)
12
16
17
15

(years)

24
15
Return

interval
(years)

31

10

21
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Risk factor D. Exposure and vulnerability to natural
disturbances

* As can be noted, on average, forest fires have impacted 14% of forest
carbon stocks per event, and have happened with an average return
interval of 15 years

* Pest outbreaks have affected 15% of carbon stocks per event and have
occurred every 21 years

* Consequently, both disturbances would qualify as having a “medium”

Everylto 24 | Every25to49 | Every 50+
years years years

risk score;:

MEDIUM

Affected C ' MEDIUM LOW
stock or area
10-19%

Affected C LOW LOW LOW
stock or area -
9%
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* In the case of forest fires, the score would be downgraded to “low” due to the
existence of the fire prevention program, having a “high” risk mitigation score
(i.e., it has been running successfully for more than 10 years and is assumed to

continue during the crediting period):

Risk score Mitigation score Final score
High Low
High Medium Medium
Low ﬂg_h\
High3 [ Low )
(I@ _— ium [ow
Low Medium
High Low
Low Medium Low
Low Low

* Nevertheless, the overall risk of the ER Program regarding this risk factor is
“medium” due to the Reversal risk associated to pest outbreaks




Reversal Risk Assessment Tool

The identified risk scores are then applied to calculate the Actual Reversal Risk Set-Aside Percentage, e.g.:

Risk Factors Risk Indicators Default Discount Resulting
Reversal (increment) Reversal  Risk
Risk  Set- Set-Aside
Aside Percentage
Percentage
Default risk Not  applicable, fixed 10% Not applicable 10%
minimum amount
A. Are stakeholders aware 10% Reversal Risk is 10%
Lack of broad of, andfor have positive considered
and sustained experience with Emission high: 0%
stakeholder Reduction Programs, discount; OR
support FGRM, benefit sharing
a_rrqngem.ents etc. ?r Reversal Risk is @
similar  instruments in considered
other contexts? "
Have complaints, claims decounT OR
or occurrences of conflicts
over rights and tenure
been addressed? Reversal Risk is 0%
considered
low: 10%
discount
B. Is there a track record of 10% Reversal Risk is 10%
Lack of key institutions in considered
institutional implementing programs high: 0%
capacities and policies? discount; OR
andfor Is there experience of
ine‘ﬂectiue i:mss—secfcoral Reversal Risk is @
vertical/cross cooperation? e
sectoral Is there experience of g

coordination

collaboration between
different levels of
government?

discount; OR

Reversal Risk is
considered
low: 10%
discount

preventing natural distur-
bances or mitigating® their
impacts?

Risk Factors Risk Indicators Default Discount Resulting
Reversal (increment) Reversal  Risk
Risk Set- Set-Aside
Aside Percentage
Percentage
C. Is there experience in 5% Reversal Risk is 5%
Lack of long decoupling deforestation considered
term and degradation from high: 0%
effectiveness economic activities? discount; OR
in addressing
underlying Is relevant legal and Reversal Risk is 3%
drivers regulatory environment considered
conducive to REDD+ medium: 2%
objectives? discount; OR
Reversal Riskis | € 0% )
coIiI'Iered
discount
D. Is the Accounting Area 5% Reversal Risk is 5%
Exposure and vulnerable to fire, storms, considered
vulnerability droughts, etc.? high: 0%
to natural Are there capacities and discount; OR
disturbances experiences in effectively

Reversal Risk is
considered

Cnedium:3%

discount; OR

>

Reversal Risk is
considered
low: 5%
discount

Actual Reversal Risk Set-Aside Percentage: 10+(Result A+ Result B+ Result C+ Result D) =10 to
40%

C23% D




Questions and discussion

* Clarification questions?
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Thank you
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