


Learning objectives

By the end of this module, you
should be able to:

* Describe the role of REDD+ in
the green economy

 Describe REDD+ costs and
different types of finance

« Describe issues relevant in
finance planning

« Explain the sources and use of A
REDD+ finance -




Agenda for the session

e Introductory presentation on
REDD+ Finance

c Q&A

e Quiz (following Module 10)



REDD+ Finance

A green economy

20t Century economy:

e Based on extraction

215t Century economy must be:

» Based on efficiency in use of
land and water

» Growth not dependent on
carbon emission

Low-emissions

Resource efficiency
(conserve, re-use,
recycle)

Good governance (low
corruption)

Integrate environment
in public/private
decision making

Reducing emissions/
enhancing removals

Financed by Annex-I
countries

Multiple benefits (e.g.,
biodiversity)

Ensuring social and
environmental
safeguards




REDD+ Finance

What costs are associated with REDD+?

* Implementation costs - costs directly associated
with actions to reduce deforestation, forest
degradation, or enhance carbon stocks

e Transaction costs - arise from the needs for
information (for example, operating the NFMS;
operating stakeholder engagement mechanisms)

I hope you appreciate
that each "walk" costs $175
of my billable time.

e Opportunity costs — the costs of foregone
alternative land uses (e.g. profits from agriculture
for land maintained as forest)



REDD+ Finance

What ‘REDD+ finance’ means

» To REDD+ partner countries , the ability to successfully raise capital
» For corporate entities , a potential means of revenue to enable sustainable use of forests

* For local communities , an incentive for efforts made to manage forests sustainably

Assigning a price (value)
on forest carbon

Direct finance:

Fi ial fi t Stripping | Facilitatiﬁg access Limiting credit for Removing |
Inancial options 1o deforestation from to markets for activities leading perverse

address drivers: commodity supply sustainable forest to deforestation/ agricultural
chains products degradation incentives
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REDD+ Finance

Forest finance versus fossil fuel finance

and versus pet food!

Global REDD+ Finance:

$ 1 billion/yr
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REDD-READINESSFUNDING: b ISpending on pet food in_ US alone:
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REDD+ Finance

Forest finance versus Agricultural subsidies

BRAZIL

$580 million
INDONESIA

FOREST SPENDING
[

\
$660 million




REDD+ Finance

Where international REDD+ finance comes from

A
6

B other .

B un-REDD

. Other bilateral
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Norway/Liberia

. FCPF Readiness
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B congo Basin 1 B Norway/Peru 1

B Amazon Fund I Norway/Iindonesia

Multilateral Bilateral Private sector



REDD+ Finance

Where REDD+ finance iIs used

» Brazil and Indonesia together receive 35% of allocated funding
out of a total of 80 recipient countries, globally

e |n Asia/Pacific: 19 Partner Countries of the UN-REDD
Programme in A/P (including Bhutan)

e |n Asia/Pacific: 11 Member Countries of FCPF in A/P
(including Bhutan)

* In Asia/Pacific: 5 FIP countries (Bangladesh,
Cambodia, Indonesia, Lao PDR, Nepal)




REDD+ Finance

What about domestic finance? . S

 India modified its transfer payment system (central |~
to State governments) to include forest cover, with [
7.5% weighting, in the formula.

« Equivalent of investing $6 billion/year in forest
conservation.

\.’ PETROBRAS

. , VErdeVida
* |[n Brazil, Petrobras has contributed more than
$6.5 million to the Amazon Fund. -

EETICES

» Numerous countries have forms of payment for
ecosystem services (PES)

F.



REDD+ Finance

Finance and REDD+ implementation
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REDD+ Readiness (incl. development REDD+ Reported and
of NS/AP, NFMS, SIS, PAMSs, etc.) Implementation verified results

Why? What? How?
Mission, Scope and | Implementation
vision, etc. scale, etc. framework

- s o o e e . oy

-

Results-based

Investment funding finance
REDD+ financing plan



REDD+ Finance

Developing a finance plan

Assess implementation

costs for PAMs (part of the

analytical process in

identifying opportunity costs Mg
of drivers, and costs of

priority PAMs, in developing

an NS/AP

Assess transaction costs
(e.g. cost of running NFMS)

UN-REDD

PROGRAMME

Identify potential *Besigni finance

magnitude of mechanisms, rules,
results-based etc. (including
payments and provision of
possible sources incentives)

Design appropriate
institutional
arrangements
(transparency,
separation of roles)

Identify potential
sources of
investment funding



REDD+ Finance

Potential sources of REDD+ finance

Private

Public

/

~

New

entities/market- Voluntary
based systems carbon market

GCF

Bilateral/multi-
lateral funds

\_ UNFCCC

International

Domestic
carbon market

Fiscal incentives

Financial
incentives

Gov't budget

Domestic



Key points

REDD+ plays a part in the 21st-century
green economy

REDD+ finance needs to take into
consideration different types of costs
associated with REDD+

REDD+ financing comes from a small
number of countries and is spent
primarily in a limited number of countries

Planning for REDD+ financing must be
integrated with the implementation of
other aspects of REDD+ activities



