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DeVELOPMENTS IN UNFCCC/IPCC DISCUSSIONS REGARDING
REDUCING EMISSIONS FROM FOREST DEGRADATION AND DEFORESTATION
AND | MPLICATIONS FOR TROPICAL FORESTS AND TROPICAL TIMBER PRODUCERS

1 Introduction: ITTO’s mandate and its relation to th e climate change agenda

Tropical forests, covering close to 2 billion heet of the earth’s surface, have enormous potetdial
contribute to climate change mitigation and adamatDeforestation and forest degradation are nesipée

for about 18% of current global greenhouse gas fams. Virtually all these emissions originate in
developing countries, most of which are ITTO memsbér 2001-2005, 15 of ITTO’s 33 producing member
countries accounted for over 70% of total tropideforestation, which averaged more than 11 million
hectares per year. In addition, in practically @ITO producing member countries forest degradation,
through unsustainable timber and firewood extracti® another main source loss of carbon stocksGtha
emissions. With a mandate to promote the sustanadsinagement of tropical forests, ITTO has a specia
responsibility to address the issue of climate geaas it relates to tropical forests and to assishember
countries to meet the challenges and opporturpiised by it. The importance of climate change rigpital
forests and trade in tropical timber is thus widelgognized by the ITTO.

The 1994 International Tropical Timber AgreementT@) refers to the United Nations Framework
Convention on Climate Change (UNFCCC) in its prel@mbBurther, three objectives set out in Articlefl
the ITTA include elements related to the role akfiry in mitigation of, and adaptation to, climatenge.
These are: forest values other than timber; newaatditional financial resources; and reforestationest
management and rehabilitation of degraded léssd box 1).

Box 1: ITTA 1994: objectives related to climatearge and the UNFCCC

Objective f. To promote and support research and developméhtawiew to improving
forest management and efficiency of wood utilisatis well as increasing the capacity
conserve and enhance other forest vaingsnber producing tropical countries;
Obijective g. To develop and contribute towards mechanismsh®mptovision of new and
additional financial resourcesnd expertise needed to enhance the capacityodiuping
members to attain the objectives of this Agreement;

Obijective j. To encourage members to support and develop &bpimber reforestatior
and forest management activities as well as relbatimh of degraded forest landjth due
regard for the interests of local communities deleeh on forest resources.

—

(0]

The ITTA 1994, actually in vigour, explicitly allowed the implemtation of activities impacting on/related
to/relevant to climate change, particularly thosenaerned with SFM, forest land restoration and
rehabilitation of degraded forests. The preambiubtes a reminder of the Rio Declaration on Envinent
and Development, the Non-Legally Binding AuthoiitatStatement of Principles for a Global Consertsus
the Management, Conservation and Sustainable Dewelot of all Types of Forests, and the relevant
Chapters of Agenda 21 as adopted by the UnitedoNstConference on Environment and Development in
June 1992, in Rio de Janeiro; the United Natiorsni@work Convention on Climate Change; and the
Convention on Biological Diversity. It recognis@sinciple 10 of the Non-Legally Binding Authoriite
Statement of Principles for a Global Consensus lmm Management, Conservation and Sustainable
Development of all Types of Forests, which statet hew and additional financial resources sho@d b
provided to developing countries to enable themaustainably manage, conserve and develop theistire
including through afforestation, reforestation @odbating deforestation and forest and land degiada

The ITTA 2006, not yet in force, builds on the foundations of threvious agreements, focusing on the
world tropical timber economy and the sustainablenagement of the resource base, simultaneously
encouraging the timber trade and the improved mamagt of the forests. In addition, it contains [Bmns

for information sharing, including non-tropical fer trade data, and allows for the considerationarf-
tropical timber issues as they relate to tropidaiber. In this regard, the new Agreement has taken
emerging issuesreflecting the experiences and work of the Orgation in the past, especially its most
recent years. At the same time it is forward-logkenough to cope with future challenges. In itaprkle,

the Agreement recalls, among other things, theddnNations Framework Convention on Climate Change,
the United Nations Convention on Biological Divéysand the United Nations Convention to Combat
Desertification (para c). It recognizes the impoce of the multiple economic, environmental andiaoc
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benefits provided by forests, including timber arwh-timber forest products and environmental sesyiin
the context of sustainable forest management, cl,l;mational and global levels and the contributas
sustainable forest management to sustainable dewelat and poverty alleviation and the achievemént o
internationally agreed development goals, includimase contained in the Millennium Declaration ¢t

The effort to reflect the experiences and work Bf® in the past enabled the Agreement to widen the
Organization’s scope towards new fields such adetia non-wood forest products and considerations i
respect to the valuation and trade of tropical Soeervice functions, but also with regard to iepgging
and related trade. Thus it can now play an everentoportant role as a platform for the exchange of
experiences, and feed into other ongoing proce3$esexamples of fields in this wider scope, astbin
Article 1 of the New Agreementare listed beneath and illustrated with an exanmale the viewpoint of
the climate change debate:

= Para (e) Promoting improved understanding of thecsiral conditions in international markets,
including long-term trends in consumption and puihn, factors affecting market access,
consumer preferences and prices, and conditiordinigao prices which reflect the costs of
sustainable forest management.
v International forest carbon markets are evolving baave effects of SFM

= Para (f): Promoting and supporting research ancldpment with a view to improving forest
management and efficiency of wood utilization alnel tompetitiveness of wood products relative
to other materials, as well as increasing the daptcconserve and enhance other forest values in
timber producing tropical forests;
v’ Harvested wood products have a relevance fromaHhgoa substitution angle

= Para (g): Developing and contributing towards meddras for the provision of new and additional
financial resources with a view to promoting thee@ehcy and predictability of funding and
expertise needed to enhance the capacity of produeenbers to attain the objectives of this
Agreement;

v' There are various mechanisms in place or debatedhen climate change
negotiations that are linked with the proivision ridw and additional financial
resources for SFM, including A/R CDM (existing); BE (in developing
countries) and Forest Management (in countriesdigaied the Kyoto protocol).

» Para (j): Encouraging members to support and dpvadapical timber reforestation, as well as
rehabilitation and restoration of degraded foresid| with due regard for the interests of local
communities dependent on forest resources;

v Reforestation and afforestation, and in particularest restoration are very
important means to sequester carbon dioxide fraratmosphere; tree planting
has many collateral effects at the level at loealetiopment level

= Para (m) Encouraging members to develop nationbtip® aimed at sustainable utilization and
conservation of timber producing forests, and naéirihg ecological balance, in the context of the
tropical timber trade;
v Tropical forests are not only a means for timbet ather forest products, but an
important store of terrestrial carbon; nationalegir policies are increasingly
faced to address climate change and related issues

= Para (n) Strengthening the capacity of membersyfmave forest law enforcement and governance,
and address illegal logging and related tradedpital timber;

v A climate change approach that includes tropiceédts is closely linked with a
secured and long-term carbon base. lllegal loggamg insufficient sector
governance are thus also considered as main drofecarbon loss and GHG
emissions.

= Para (g) Promoting better understanding of the rimrtton of non-timber forest products and
environmental services to the sustainable managerokriropical forests with the aim of
enhancing the capacity of members to develop giegeo strengthen such contributions in the
context of sustainable forest management, and catpg with relevant institutions and processes
to this end;
v' The maintenance and management of ecosystem sedunctons of tropical
forests are essential to cope with the negativectdf of climate change
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(adaptation); carbon is one of the tradable envivemal service functions and
thus and integrative part of SFM

= Para (r) Encouraging members to recognize the obléorest-dependent indigenous and local
communities in achieving sustainable forest managerand develop strategies to enhance the
capacity of these communities to sustainably maiagécal timber producing forests;
v Financial means created through the climate chaugptation and mitigation
strategies and brought to the level of those videih and from forest resources
will help to conserve and sustainable manage remote

= Para (s) ldentifying and addressing relevant nesveanerging issues.
v The forest-related climate change agenda for the-2@12 negotiations is the
most relevant new and emerging issue that affeetsagement of the resource
base of tropical timber to great extent.

ITTO thus is challenged to address the issue gidab forests and climate change with urgency.riteoto
promote knowledge exchange and to debate ways aadsron how ITTO should tackle the emerging issues
posed by the threat of accelerating global warmihg,ITTO convened an International Expert Meeiimg
Yokohamaon “Addressing Climate Change Through Sustainablmdfjement of Tropical Forestsii May
2008 (seewww.itto.or.jp) Supported by the Governments of Switzerlandadaplorway and the City of
Yokohama, the International Expert Meeting was eved with the aim of promoting the role of tropical
forests and their sustainable management in climlaégge mitigation and adaptation. The Expert Meeti
discussed and illustrated the role of ITTO in clienehange adaptation and mitigation in relatiotrépical
forests. The expert meeting also explored waysrmaedns on how to assist ITTO members in formulating
and implementing an integrated forest-sector respdo climate change. A particular focus of the éfkp
Meeting was given to integrating REDD and carbogusstration as an additional criterion within the
context of sustainable forest management. The EXpeeting, that brought together more than 120dioye
and climate change specialists from 22 ITTO memdmuntries developed a set of recommendations
addressed to ITTO, to national governments andet@mmendations for members of the Collaborative
Partnership on Forests (CPF) and other relevamainargtions. The conclusions and recommendatiotis ©f
workshop need to be carefully considered by Couincits decision on how the ITTO as an organization
deals with the wider question of sustainable trajpiorest management and climate change. They besa
integrated in the recommendation chapter of thpeme(see chapter 6).

The present report gives an overview on how foreatsd in particular tropical forests - are considein the
framework the climate change negotiation, includthgir prospects in relation to financing and carbo
markets. It also makes a number of proposals onIid® could address the emerging issues in redpect
SFM of tropical forests and climate change.
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2 Tropical Forest and Climate Change: an Overview

Climate change is considered to be one of the nthjerats to sustainable development as a resiits of
impacts on health, infrastructure, settlementscaljure and food security, and forest ecosystems.

According to the IPCC, unprecedented changes inctineate system have taken place during the 20th
century. These changes can be observed througk tfagables: increments in average temperatures,
changes in rainfall patterns, and an increasedrirtfensity and frequency of extreme events. hiolw widely
accepted that these changes in the climate systemiasely related to increased human-induced éoniss

of greenhouse gases (GHG), especially during #telBO years.

The burning of fossil fuels is the most importaatice of GHG. The second source of GHG emissions is
from activities related to land use, primarily ticgd deforestation, forest degradation and foréssf
According to the last assessment of the Intergowertal Panel on Climate Change (IPE&issions from
forestry alone are over 17% of the global figurehaf¥ adding all emissions from the agriculture setiie
figure goes over 30% of global anthropogenic GHGssins (see figure 1).

GHG resulting from deforestation are mostly carlghoxide with lesser amounts of methane and carbon
monoxide. Besides its impacts on the climate systiforestation is one of the most critical envinemtal
problems facing many developing countries todateims of its long-term negative impact on biodiitgrs
loss of economic opportunities and increased sdésalarity.

Figure 1: Global anthropogenic GHG emissions

Tropical forests can contribute to
address climate change. The role of
forests in carbon sequestration as a result
M Energy suppply of photosynthesis is well known.

25.9% Because trees have a much longer

lifespan than agricultural crops, they act

B Waste & as long-term reservoirs, which lock up

wastewater 2.8 the carbon for decades, even centuries,
o in the form of cellulose and lignin.

Therefore, enhancing carbon sinks and

Forestry 17.4% reducing deforestation can contribute

substantially to mitigating climate
change and increasing adaptive capacity
of ecological and social systems.

Source: IPCC, 2007
IPCC Fourth Assessment Report [Synthesis Repajtir&i2.1 (page 36)

2.1 Mitigation options

According to the Intergovernmental Panel on Climateangé (IPCC), a sustainable forest management
strategy aimed at maintaining or increasing focasbon stocks in the long term, while producingaanual
sustained yield of timber, fiber or energy from tloeest, will generate the largest sustained niitgga
benefits (IPCC, 2007c, Chapter 9, page 543).

There are three mitigation options; reducing GHGssians, enhancing carbon sequestration and promoti
carbon substitution. Forestry offers the possipilif reducing emissions from deforestation and dbre
degradation, enhancing carbon sinks through enhgrtbie sequestration rate in existing and new fsres
and promoting substitution of fossil fuels and memergy-intensive materials. There are five typés o
management practices associated with these grdupmtigation activities: afforestation and reforatson,
plantations for bio-fuel production and/or substtin effects through harvested wood products, reduc

! The role of the IPCC is to assess on a comprelensbjective, open and transparent manner thetifide technical

and socio-economic information relevant to undediteg the scientific basis of risk of human-induadichate change,
its potential impacts and options for adaptatiod mmitigation.

2 The role of the IPCC is to assess on a compref@nsbjective, open and transparent basis the tifaetechnical and
socio-economic information relevant to understagdtme scientific basis of risk of human-inducednelte change, its
potential impacts and options for adaptation antigation.
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emissions from deforestation and forest degradatioproving management and forest restoration. s&€he
are listed in Table 1.

Table 1: Mitigation options in forestry
Mitigation options Mitigation options in the UNFCCC | Forest Management Options
(general) or its KP (LULUCF)
Reducing emissions from deforestation Sustainable management of (natural) forgsts
Reduction of GHG emissions and forest degradation in developing | Committing forests for REDD, including

countries (REDD) conservatio
Afforestation Plantation, agroforestry, agro-sypastoral
Carbon sequestration Reforestation systems

Enhancement of sinks through forest | In forested areas: enrichment, planting,
restoration (not yet clearly defined) guided natural regeneration

Carbon substitution Substitution through harvestedd Forest Biofuel plantations, sustainable us
products: using forest products for of wood production

electricity and fuel

18]

Figure 2 illustrates the link between these diffieréorest management options. Note that the forest
degradation process is defined as the loss ofiegistarbon stocks through unsustainable use ofsfore
resources. Degraded forests are still considerefbrast area and not submitted to any land use gghan
Nevertheless, most of the existing carbon stodtisiswithin forested areas through overharvestiniinaber,
fuelwood and other forest products. Reversing todegradation through enhancement of sinks is here
defined as forest restoration.

Figure 2: lllustrative overview of mitigation opties in forest management

Deforestation.
Landuse change

250tClha , 50tClha 30 tClha
-

ForestDegradation Process Non-forestland use

tC

1 e N

3 N '\

s can s e T

Clesedforest Harvestedforest Degradedforest Mon-forzst

Carbonlftime

Sustainable management of fores (for conservation, timber or multi-use):
Keeping a relatively high carbon stock over a dpegieriod of time; this principle is applied
O for example in a production forest that is managedording to sustained yield criteria. A
medium carbon stock is maintained over a rotatiniogl, e.g. 30 years.
Restoring degraded forest (for regaining the entire range of goods and ses)i
~ Most of the carbon emissions from forestry happemough forest degradation processes.
= | Restoring lost carbon pools based on close-to-aatilviculture and bringing them back into a
sustained yield managed forests or in conservdtiogsts is a major option to enhance GHG
sinks.

Afforestation and reforestation (from non-forests b forests): Planting new forests on non-
& forest land and bringing them back into a full aarlstocked forest (e.g. through A/R CDM).
Forests are artificially created and can includesdeplantations of exotic trees or agroforestry
systems.

Source: Robledo and Blaser, UNDP 2008

Carbon can be found and measured in five so-cgfledls” or “reservoirs”: below-ground biomass (BGB)
above-ground biomass (AGB), litter, dead wood, switlorganic carbon (SOC) (see Figure 3).

Ideally, one should collect data of changes in @artocks in all five pools, but doing so in anwete and
cost effective manner remains a major challengeortfer to facilitate the calculation of such chas)ge
models and algorithms have been developed, espefoalthe two first pools. However, basis inforriget
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on carbon stocks and stock change in each poolinersaarce and/or inaccurate, particularly in deplg
countries. Hence, Parties to the Kyoto Protocokhagreed that CDM A/R project participants may &eoo
not to account for one or more carbon pools, ag Bsthe excluded pool is not a net GHG emitteci®en
19/CP.9, later adopted by the Parties to the Kipstitocol as Decision 5/CMP.1).

Figure 3: Carbon pools in forests

Dead wood

Above-ground biomass

Below-ground biomass

Source: Robledo et al, 2008

The assessment of the potential of any of thessfonitigation options should include the policgrfrework

of the sector. Especial important is the analg$ighe impact of using mitigation options on theiability
and quality of forest goods and services and theradv development goals of a given country. Forest
policies, both international and national, neetiéaarefully considered.

International processes and agreements such asthkegally binding instrument on all types of fetref
the United Nations Forum on Forest (UNFF) or the&hternational Tropical Timber Agreement can have
profound impacts on the future use of forests resss Regional and national legislation and prograocth

as those coming out of the Forest Law and Enfore¢m8e Governance (FLEG) or resulting from the
National Forest Program Facility (NFP) define goatel strategies for managing forests over decadés a
are, therefore, essential when considering thelldleUCF can play in future mitigation agreementsh&
national initiatives like the decentralization metmanagement of natural resources can affectatemipal of
the LULUCF sector in mitigating climate change.

In this chapter the mitigation potential of trogictorestry will be presented, as well as the key
methodological challenges in accounting reduction$GHG emissions and increments in carbon sinks.
Current agreements and negotiation processes wittenUNFCCC aimed at using this potential are
discussed in chapter 3.

2.1.1  Reducing emissions from deforestation and foresgdadation

Deforestation, as defined in the framework of thRECCC, is the direct human-induced conversion of
forested land to non-forested land. There is yetagoeed definition on forest degradation under the
UNFCCGC. According to the FAO, the rate of deforestatiaming the 1990s was 12.9 million hectares
yearly, corresponding to emissions of 5.8 GtCORAAO, 2006 and IPCC, 2007c). Over 85% of the curren
GHG emissions from deforestation and forest degiaudDD) take place in the tropics, making LULUCF

the single most important source in these coun{Bésrn, 2007; FAO, 2005).

Deforestation causes significant GHG emissions -estimated 7.6 billion tones of G@er year in 2000,
about 15 to 20% of all GHG emissions (ICPP, 200&urBert et al., 2005). Tropical deforestation vékgly
makes the largest part of it. Estimates on theesbé&rtthe total global anthropogenic emissions fithese
countries differ according to the source and tlpe tyf activity included (Schlamadinger et al., 2007

Houghton (2005a) estimates that forest converdiorgst degradation and shifting cultivation altduget
were responsible for carbon emissions equivaleritste- 35% of fossil fuel emissions in the 1990s.ilé/h

3 See also Annex 3 on definitions of forest degradation.
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these figures have a large degree of uncertaihgy stress the relevance of including efforts tanloat
deforestation in climate negotiations. Table 2 sampes existing data on carbon loss from deforiestat

Table 2: Estimates of carbon loss from forests #itited to deforestation
(from different authors; carbon loss to the atmosplire GtC/yr (GtCQ/yr))

Region | Fearnside | Malhi and Houghton | DeFries et| Achard et al.
(2000) | Grace (2000)| (2003) al. (2002) (2004)
1981-1990| 1980-1995 1990s 1990s 1990s
America 0.94 0.94 0.75 0.43 0.44
(3.45) (3.45) (2.75) (1.58) (1.61)
Africa 0.42 0.36 0.35 0.12 0.16
(1.54) (1.32) (1.28) (0.44) (0.59)
Asia 0.66 1.08 1.09 0.35 0.39
(2.42) (3.96) (4.00) (1.28) (1.43)
2 2.4 2.2 0.91 0.99
Total
(7.33) (8.8) (8.06) (3.33) (3.63)

Source: Adapted from UNFCCC, 2007b

Figures on the GHG emissions from forests degradatie not yet as detailed as from deforestatibhOl
(2002) estimates the extent of degraded foresterropics to about 850 million ha, correspondmng@% of
the entire forested area in the tropics.

Drivers for deforestation and forest degradatidifedigreatly by activities, regions, system boutemmand
time horizons. A report prepared for the UNFCCCr8eriat quantified the mitigation potential of RED
based on an analysis of the opportunity costs fiéréint use alternatives (Blaser & Robledo, 200his

analysis considered a simplified approach to chiarae the following direct drivers of deforestatiand

forest degradation:

e Commercial agriculture (national and internatiomalrkets)
o Commercial crops
0 Cattle ranching (large scale)

e Subsistence farming
o Small scale agriculture/shifting cultivation/slasfd burn agriculture
o0 Fuelwood and NTFP gathering for local use, mostipify-based

*  Wood extraction
o Commercial timber (legal and illegal) for natiomaid international markets
0 Traded fuelwood (commercial at sub-national anibnat level).

According to this study the regions with the highemissions from deforestation and forest degradadre
situated in the humid and semi-humid tropics, irtipalar in Africa, Asia and Latin America (see (i@ 4).
In the majority of countries in temperate areas lam@al climatic zones forest areas are stableaveasing.

It can be observed in figure 2 that in terms oédirdrivers of deforestation small scale agriceltunainly
related to poor communities without appropriate agament skills and assets play an important role
followed by commercial agriculture and timber prodon (see figure 4 and table 3).

Currently the distribution of emissions among theagegories is changing rapidly due to the incregsi
demands for biofuels, especially from palm oil (seetion 2.1.3). In absolute terms these data shbevs
importance of promoting sustainable forest managerfee reducing GHG emissions while ensuring other
forest functions.

Figure 4: Share of deforestation and forests degedithn per direct driver and region
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3.2 Fuel-wood/charcoal (traded) %

3.1 Commercial (legal and illegal) | mmmm—

08. Other countries
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@7. South America

B 6. Central America and Mexico
2.2 Fuel-wood and NTFP gathering
B5. South, SE Asia and Pacific

B@4. Western and Central Africa
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@ 3. Northern Dry Africa

02. Eastern and Southern Africa
1.2 Cattle ranching (large scale)

1.1 Commercial crops
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0.00 0.50 1.00 150 200 Areaof DD (Million ha)

Source: Author's calculations based on UNFCCC 288 2007a; and Blaser and Robledo 2007
DD: Deforestation and Forest Degradation, Database: FAO-FRA 2000 and 2005

In some circumstances, deforestation and degradedin either be delayed or reduced through the =tenp
protection of forests (Soares-Filho et al., 20Q6)ypugh sustainable forest management practice®yor
providing economic returns from non-timber foresbqucts and forest uses not involving tree rema&al.
protecting forests from all harvests can in therstesm reduce the wood supply to meet other sakieteds
it is necessary that REDD activities in the futimelude the promotion of complementarly measureh as
more efficient production practices in the woodinha

Table 3: Deforestation and forest degradation (DBjcording to direct drivers in the 90s

Main direct drivers DD Area of DD
(% of total) (Million ha ™)

1. Commercial agriculture

1.1 Commercial crops 20 2,6

1.2 Cattle ranching (large sce 12 1,6

2. Subsistence farming

2.1 Small scale agriculture/shifting cultivat 42 5t

2.2 Fuel-wood and NTFP gathering 6 0,75

3. Wood extractio

3.1 Commercial timber (legal and illegal) 14 1,8

3.2 Fue-wood/charcoal (tradec 5 0,7

Total 100 12,9

Source: Based on UNFCCC 2007 and 2007a; and BdaseRobledo 2007
DD: Deforestation and Forest Degradation, Databiasd: FAO-FRA 2000 and 2005

Reducing deforestation and degradation is the fomitigation option with the largest and most imreagel
carbon stock impact in the short term per hectar@ year globally. The opportunity costs of reduced
deforestation depend on the causes of deforestétiommercial agriculture, subsistence farming, wood
extraction), the associated returns from the neoestoland use and the returns from potential &tére
forest uses.

Based on the opportunity cost of direct driversaabasis, Blaser and robledo (2007) calculated ithat
emissions from deforestation and forest degradatvene to be reduced to zero by 2030, a minimum
investment of $12.2 billichper year would be necessary to compensate thetopjig costs of deforestation
and forest degradation (UNFCCC 2007a). Accordinthi® calculation, an average price of $2.80/tCQI2 w
cover the opportunity cost of deforestation andesbrdegradation of 8.5 million of hectares yeallkis

+$1 Billion = $1°000 Million
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would represent an emission reduction of ~GtC 8C®B2/year (65% of the emissions). For this scendhnio
price of $2.80/tCO2 will also improve livelihood mditions in many regions, as this price is highet the
opportunity cost of the poverty-driven deforestatand forest degradation. However, such an imprevem
would depend on various factors, especially onatheinistration and transaction costs of REDD aiiigi
and the specific conditions of each region (socior®mic, institutional, access to infrastructures.)e
(UNFCCC 2007a).

When the highest marginal cost to completely stefpr@station — the “choke price” — is applied te th
projected deforestation to estimate the cost aficed deforestation prices vary between $11 to 71Q@2
(excluding transaction costs) (Sathaye et al. 208@plying those prices (to the projected emissidas to
the loss of primary forest in each region) yieldsoat of $25 to 185 billion per year to stop deftaton
(UNFCCC 2007a and Trines 2007).

However calculations of the mitigation cost needidabeyond opportunity costs and also include te of

the measures required to change deforestation agrhdiation patterns. These includéer alia capacity
building, changes in ownership, clarification ofjirfs to carbon pools access to sustainable prgducts
implementation of sustainable use practices, efcthEr, the costs of estimating and monitoring siois
reductions will have a great impact on the cosREDD and on the minimum payment or compensation
required for its success. Lack of clarity on theeda leaves many negotiators and also scientistglgring
about the feasibility of implementing REDD when theta are so scattered and weak. However, tectmique
are today rapidly improving, for example, througinsiderable efforts of technology transfer prograunsh

as the World Bank’s Forest Carbon Partnership BadiFCPF), UN-REDD and the work in improving
remote sensing forest monitoring promoted intex by various members of the Collaborative Partrigrsh
Forests.

2.1.2 Carbon sequestration

Sequestration has been defined by the IPCC asntrement of carbon storage in terrestrial or marine
reservoirs. Biological sequestration includes dimeenoval of CO2 from the atmosphere through lasel-u
change, afforestation, reforestation, carbon sworiaglandfills and practices that enhance soil carin
agriculture. Forestry activities that increase sstyation in forest ecosystems are plantationsestor
restoration and forest management.

2.1.2.1 Afforestation and reforestation

There are some differences in the definitions @fofestation” and “reforestation” between classifakstry
science and the way these terms are used in timatelichange conventidnUnder the UNFCCC, in the
LULUCF context, these two terms refer to plantiregs orland that is defined as non- foresédforestation

and reforestation are the direct-human induced exmion of non-forested land to forested land thioug
planting, seeding, and/or the human induced pramotir natural seed sources. The two terms are
distinguished mainly by how long the non-forest dition has prevailed. Afforestation and reforestati
activities lead to increases in the carbon poofforAstation and reforestation are currently thiy dorestry
project activities eligible for credits under thie&h Development Mechanism (CDM). This means thdeu

the current mitigation regime of the Kyoto Protodbkse are the only two activities for which tragic
countries/project partners can be rewarded.

In general terms, afforestation and reforestativtietives have been driven mainly by the privatetsr for
undertakings such as commercial plantation forestryoy governments, particularly for soil and wated
protection. The drivers that influence afforestatéond reforestation vary according to region aridroéven
within a country.

Within the framework of the Kyoto Protocol a pautir form of afforestation or reforestation is thee of
agroforestry Agroforestry refers to the planting of trees agon around crops or on pasture land as a means
of preserving or enhancing the productivity of lwed. These systems can sequester large amoucéshafn
which are retained in the biosphere over time. Wttie individual systems may be of limited sizeaoper
area basis smallholder systems accumulate signifiemounts of carbon, equal or beyond the amount of
carbon stored in degraded forests.

®The European Environmental Agency recently defined forest plantations as forest stands established by planting or/and
seeding in the process of afforestation or reforestation They are either: a) of introduced species (all planted stands), or b)
intensively managed stands of indigenous species which meet all the following criteria: one or two species at plantation, even
age class and regular spacing. It excludes stands which are established as plantations but which have been without intense
management for a significant period of time; these should be considered semi-natural.
(http://glossary.eea.europa.eu/EEAGlossary/P/pleamtaforest)
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Sathayeet al (2005) projected the potential land area thaiccte planted and the potential removals by
sinks (including planting forests and agroforestygtems) across a number of scenarios relative @2i@0
and compared them to a reference scenario. For #@50ange of land area that could be planted was
calculated to be between 52 and 192 million hagreds the carbon benefitswere estimated to rangebe
from 18 to 94 million tons of CO

According to the same authors, the forest establstt costs would range from between US$ 654 petoha.
US$ 1,580 per ha. (ORNL 1995). Using this range,iitial investment required for mitigation equiat to
18-94 million t/CQ through afforestation/reforestation on 52-192 wrillihectares of land would be US$
34-303 billion.

The IPCC AR4 estimate of the mitigation potentiflaéforestation by 2030, i.e. 1,618 to 4,045 Mt £O
year, is substantially lower than the estimate ath8ye et al. (2005) (IPCC, 200sing a similar ratio
between carbon sequestered and hectares plargelGIC AR4 estimates would require 4.6—8.2 millhan
At establishment costs of US$ 654-1,580 per havtbald be US$ 3-12.9 hillion or US$ 0.1-0.5 bitliper
year over 25 years.

2.1.2.2 Forest restoration

In general terms, a degraded forest delivers acestigupply of goods and services (including carlzomg
maintains only limited biological diversity. It &dost the structure, function, species compositiad/or
productivity and carbon stocks normally associat@t the natural forest type expected at that site.

Degraded and secondary forests include all thosest® and forest lands that have been altered Detyen
normal range of natural variation through unsusidi@ use. ITTO developed guidelines on Forest
Restoration in 2002 (ITTO 2002). Three broad caodg with particular characteristics are distingeis in

the ITTO guidelines: degraded primary forest, seleoy forest and degraded forest Iand

Forest restoration aims to enhance and accelesdteah processes of forest regeneration (includergpon
stocks) in order to regain the desired species ositipn and growing capacity of the forest ecosyste
(Figure 2).

In terms of mitigating climate change, forest reation becomes complementary to reducing emisdrons
degradation. One could increase carbon stocks $tprirg those degraded forests where, for any reaso
degradation has already taken place. Under themuconditions there is a huge area of degradextfohat
could be restored while improving overall livelitbaonditions (including biodiversity, long-term oroe
and health).

It should be noted that drawing clear distinctidnegween different conditions of forest degradati®man
artificial simplification of what is always a muahore complex reality on the ground. Degraded prymar
forests, secondary forests and degraded forestlagdally exist in complex mosaics that are conbtant
changing.

Indeed, intermediate stages and/or combinationsonftiitions will exist in close proximity and it ften
difficult to distinguish between them. Thereforéetailed quantification of carbon benefits shoutdblased
on a landscape mosaic.

Interrelated forces acting at a broader landscapel bften cause the formation and subsequent dgsavh
degraded and secondary forests. The forces thétdeforest degradation exist across a continuurfiorefst
use intensity (see Table 4).

Thus, 850 million ha of restored forests would amioto 57 GtC (67t x 850 m). Hence the estimated
sequestration potential to restore carbon stoaks florest restoration activities would amount to G&C
until the year 2030 (~117 GtG€).

Table 4. Use patterns that lead to a continuum @fgdaded and secondary forests and their approximateurrence
throughout the tropics

Extensive Use Stage of forests Intensive Exploitation Stage Forest Depleted Stage

5 The guidelines may also find application in thstoeation of sites degraded by such extreme « alatuprocesses as
storms, hurricanes, wildfires, landslides, etc.
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Slow decline of forest ecosyste Rapid declie of forest ecosysten Only fragmented forests left in

through selective logging through logging, extraction of otheropen rural landscape

forest products and/or shifting

cultivation
Limited areas of seconda Large tracts of degraded prime Forests remain mainly on margir
(fallow) forests forests, and secondary forests land

Mosaic of intact forest landscapes Rapid increa$edegraded and Agricultural landscape predominant
secondary forests

Remote areas of SE Asia a Tropical timber producing countric Densely populated areas in So
tropical America, and the Congoin SE Asia, in some West AfricanAsia, medium altitude areas, and
Basin in tropical Africa, where countries, and in Central Americasemi-humid areas of Latin Ameriga

population pressure and(secondary forest) and Africa
economic pressure are still
insignificant.

Source Blaser and Robledo, 2007

There are yet no estimates on the forest restorgpiatential of tropical forests from the mitigation
perspective. Aimed at clarifying potential andaficial flows of forestry options the UNFCCC Sedarieta
commissioned two studies in forestry (Trienes, 280d Blaser & Robledo, 2007). A rough estimate was
calculated based on the following assumptions:

= An average carbon stock of a “medium” degradedid¢edgorest of 30 t C/ha in living carbon
pools (above and below ground biomass).

= 850 million ha of total degraded forests in thepits as basis, with an average carbon stock in
degraded forest landscapes of 25 Gt of carbon (80XT850 m).

= An average carbon stock of a “medium” fully stockezpical forest (without distinction of the
ecosystem) is conservatively estimated to 67 t/C/ha

Forest restoration was not included as an eligibiiggation option for the first commitment period the
Kyoto Protocol, but is considered under the disiaunssfor a post-2012 regime (see chapter 3).

2.1.2.3 Forest managemeht

Unsustainable forest management degrades livingndss and reduces the carbon stocks in forests.
Sustainable forest management (SFM) keeps carlookssat an optimal level and uses at an optimum the
elastic capacity of a given forest ecosystem. Tlastie capacity describes the dynamic forest prseEes
within a range of changing vertical forest struetuspecies composition, biodiversity, carbon stoahd
productivity normally associated with the natuiaefst type expected at a given site.

Under managed forests we understand here thatusah&brest that is managed for sustainable tingyet
non-wood harvesting (e.g. through integrated haingsand silvicultural treatments), wildlife managent
and other uses have resulted in changes of fotesttwe and species composition. All major goodd a
service functions, including the maintenance oboarstocks, are maintained intact.

Accordingly, additional carbon sequestration camdsehed through sustainable forest managemenighro
planned silvicultural management based on optintnadf yield and increase of faster growing, light
demanding species. In addition, forest managemantreduce GHG emissions through reduced impact
logging and other measures, including improvementsansport.

According to Blaser and Robledo (2007), the segatsh potential that comes from the optimizatidrihe
elastic capacity of a given forest ecosystem ipit@ countries from forest management in 203Ceisvieen
1.1 and 1.5 Gt& Table 5 shows calculations using a more conseevatpproach, including figures from

" This chapter is fully based on Blaser and Robl@867
8 The first figure is based on ITTO for highly prative tropical forests; the second figure is basedAO for the entire
tropical region.
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ITTO. This is closer to reality in tropical coums. Indeed, the area includes only classified yrtidn
forest areas that potentially are or will be used forest management. The total carbon sequestrati
potential of forest management in non-tropical depi@g countries and countries in transition ugoi30 is
0.3 GtC.

Table 5: Sequestration potential of forest managerhe
using figures of production forests (only natdoaksts) from ITTO (ITTO 2006)**

Total area of | Area with | Additional tC of additional C additional
production Forest costs to bring | sequestration of| sequestration
forests Management the C through SFM | potential in the
(only natural | Plans production year 2030
forests) forest under
SFM by 2030* | (tC per year) (Gt Cin 2030)
(‘000 ha) (‘000 ha) (‘000 USD)
Africa 70.461 10.016 845.000 2/9 0.20
Asia and 97.377 55.060 1.169.000 35 0.34
Pacific
Tropical 184.727 31.174 2.217.040 2.875 0,53
America
TOTAL 352.565 96.250 4.232.000 1.08

* Based on US$12 per ha (ITTO Expert Panel rep®®5] in today's value)
** 33 tropical timber producing countries, coveriagout 90% of the humid tropical forest area

2.1.3  Substitution

Substitution of products with a high upstream eioiss level by products with lower upstream emissin
the third option for mitigating climate change. Thebstitution potential in the forest sector offav® main
options:

*  Substitution effect through harvested wood prodaots
e Substitution effect through non-timber productgessally for bio-fuels production

Forestry activities aimed at promoting substituti@ve a positive carbon balance, when (a) foresdymts
are produced sustainably, i.e. carbon stocks am@ared in the forest; and (b) emissions from trammséion
of raw materials (e.g. raw wood for constructiontenial or non-timber forest products (NTFP) intofoiels)
are equal to or less than the products they subsstiallowing the annual harvest to be equal ocowehe
annual forest increment, thus allowing carbonskstdo be maintained or to increase while providamg
annual carbon management to meet society’s needibfe, timber and energy (IPCC, 2007c).

According to the IPCC biomass from forestry cantdbaote 12-74 EJ/yr to energy consumption, with a
mitigation potential roughly equal to 0.4-4.4 Gt@@2depending on the assumption of whether biomass
replaces coal or gas in power plants (IPCC 2007, ARG III).

2.1.3.1 Substitution effect through harvested wood products

Harvested wood products (HWP) are defined as wamsetth materials harvested from forests, which aed us
for products such as furniture, plywood, and papet paper-like products, or for energy (UNFCCC,300
HWP exclude, however, logging residues that aredefarvest sites. HWP form an integral part & th
carbon cycle. They have an effect on the carbotedyecause, on the one hand, the, 6ol of long-lived
wood products can stay at the same level, increasdecrease (by decay or combustion) within the
accounting framework (Grét-Regamey et all. 2008rvdsted wood products (HWP) can contribute to
climate change mitigation in two ways; as subgtitiagr more energy intensive materials or to redossil
fuel use by substituting woody biomass. From a gatton point of view, a combination of these two
substitution effects should be aimed at wood prtgjuevhich should ideally first be used as building
materials, where they store carbon and substitrtenbre energy intensive material, and then ateting of
the wood product lifecycle to generate energy sishstitute for fossil fuel.

® Basis is an increased growth (if)nof timber per region. Each forest ecosystem a®wn growth characteristics.
Estimates per region are based on silviculturalkegrpces in natural forest management. Sourceslifiegent ITTO
documents, in particular ITTO (2006) and Yield pe&idn tables of FAO (FAO-For-STAT). The estimassames 1tC =
2 m3 of wood.
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Under the current agreements for the first commitmperiod of the Kyoto Protocol the only substibuti
effect in energy that can be accounted for by uswgd is as a biofuel. Tropical countries may uss t
potential through CDM projects.

2.1.3.2 Substitution effect through non-timber productpeeslly for bio-diesel production

Forest biofuel refers either to energy carriersvéer from processed or unprocessed plants bionsash, as
the plantation of Jatropha and other forest treelsshrubs or to so-called second generation bigfikéat is
deriving biofuels from cellulosic material, in paclar from wood. Bioethanol and biodiesel are thest
common forms of biofuels. For the forestry sectawpd substitution, ethanol from wood (second geiwra
biofuels) and biodiesel from vegetable oils froees and bushes (e.g. palm oil or Jatropha-oiljterenost
important options. In this sub-section focus ordi@eel from vegetable oils.

Recently, the commercial use of biomass for biogydras received a boost as a consequence of a) the
increasing high oil prices and b) the perceptioat thiofuels are more environmental friendly thassfb
fuels. Consequently over the past few years, thasaunder biofuel plantations have increased dreatigt
around the world, particularly of soybeans ancpalm. Malaysia and Indonesia account for 85% ofpidlen

oil produced worldwide (Carrere 2006).

There is a lot of discussion on the real potermfabiofuels and the potential environmental andiadoc
negative impacts. To understand this discussiofis iimportant to recognize that tree crops have a
considerable potential for producing biofuels. Hoer the following aspects need to be taken intmant
when assessing the overall mitigation benefitsiamghcts on sustainable development:

1. Potential impacts on deforestation

Because plantations for biofuels crops are ofteabished after natural forests have been loggedtiaen
burned to clear the land for planting, the incnegsirea under bio fuel plantations may seriouglgaten the
remaining tropical forests in some developing coest Additionally, in some cases such biofuels
plantations take place on peatlands, initially cedeby rainforests. Rainforest peatlands are rapieing
destroyed through deforestation and drainage famtptions (mainly oil palm and pulp wood). This liap

an increment in GHG emissions that eliminates aritygation effect of such biofuels. This is especial
important in South East Asia. In other regions.(&afin America), forests are being cleared to edtéhe
area under soybean cultivation. While the marketsfaybeans has traditionally been for food and ahim
fodder, there is an increasing interest in using ¢hop to produce bio-diesel.

2. Potential impacts on food security
There are considerable concerns on the impactbfdb production on food prices and hence gloloaldf
security. This concern is based on the fact thadyeing crops for biofuels increases competition fo
available land and food production. Since availdatel is a limited good, the market price and clesnig
demand of a given forest product has a great impactecisions regarding which crop should be preduc
and/or brought to which market (Peskett et al., 7200

If, for example, demand for Jatropha seeds inceease to a boom in the biodiesel market, Jatropha
plantations, which are normally done on “waste Tawdl become competitive for agricultural land (¥o
Braun and Pachauri, 2006). The impact on the glétadl market has already been felt during the first
semester of 2008. Further stress to the food mawiletincrease social discomfort and augment social
disparity worldwide

3. Integrated environmental impacts of biofuels
Besides the GHG balance, other environmental inspaegd to be carefully understood when discussiag t
possibility of using biofuel. Impacts on soil dedasion, resource depletion, biodiversity loss, exigity, air
pollution and water contamination have been inaudea research study using the Life Cycle Analysis
framework (LCA) by Zah et al. (2007). Accordingttas report, to date almost all biofuels are beydma
environmental benchmark for fossil fuels. If thevieonmental integrity of the UNFCCC is to be main&d,
a better understanding of the real potential impadtbiofuels needs to be ensured before promdéirge
biofuel programmes for mitigation.

2.1.4 Methodological challenges of accounting carbon skochanges as mitigation options in the forest
sector

This section explains the challenges of accourgtranges in C stocks in forestry activities. Thdsalenges
have hampered the full inclusion of forest mitigatioptions in the first commitment period of thedty
Protocol. Although a lot of experience has beemeghisince then, there are still some open questiats
need to be addressed in the current negotiatiorepso
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2.1.4.1 Establishment of baseline/reference scenarios.

A baseline scenario is a term defined for projeddul activities under the Clean Development Meshani
and Joint Implementation. telates to the sum of the changes in carbon stoctee carbon pools within a
given area that would have occurred in the abseh@eLULUCF project activity. The major challenge i
estimating a baseline is that one has to make ssgue the circumstances that would alter C chamgtee
future if the proposed forestry activity had ndtea place. Depending on the accuracy and conservanc
the assumptions, the baseline can result in véfgrdit figures.

Within the ongoing discussion on REDD, a new teppears: reference scenarithis scenario should be
considered as the basis for accounting for any ®arisreduction from deforestation and/or forest
degradation. However, there is not yet an agreéditien of reference scenario.

For this discussion it is important to bear in mihcee main elements:

e The scale can be local, regional or nationdlocal and regionabaselinesare linked to project
activities, while national baselines are basedhenpossibility of using mainly national policies to
reduce GHG emissions. It is possible to forese®rabination between these approaches where
national baselines could be used as a referencenfiission reductions in project activities at the
local level. Regardless of whether a baseline igldped at national or project level, it will be
important that the methods used are consistentsaarountries and rather conservative in their
assumptions and outcomes, given the broad uncéegthat prevail in the assessments.

e With regard to the time perigdthere are two approaches: to consider only pastntis or to
consider past and future trend§ he first approach is more favourable to countviés high rates
of deforestation in the past, as these countriesldvbave the greatest potential for claiming
emission reductions in the future (e.g. in the GoBgsin in Africa). The second approach would be
more favourable for countries that had a low rdtdedorestation in the past but are threatened by a
high future deforestation rate.

e Appropriateness of regional baselines/reference ream@os. Some authors argue that a regional
baseline could contribute to increased transparemcy accuracy in the estimations as well as to
reducing transaction costs (Sathaye and Andraske/&). Most of the current analysis on regional
baselines refers to avoiding deforestation acssitithere is virtually no experience available for
reducing forest degradation, respectively forestomtion activities.

2.1.42 _Leakage

In the A/R CDM,leakage has been defined as the increase in GHGienssy sources that occurs outside
the boundary of the A/R CDM in the project areajclihis measurable and attributable to the particula
activities envisaged (Decision 5/CMP.1). A/R CDMpegved methodologies have dealt with leakages by
identifying the potential displacement of peoplepooducts due to the proposed project activity.eBasn
such analysis the methodologies propose a leakag@gement area where the potential displacement of
people or activities is addressed.10 Specific ttmi®stimating leakage according to this apprdzae been
developed by the Afforestation/Reforestation Wogk@®roup of the CDM Executive Board (ARWG).

In the discussion on REDD, some are referring tiegidcement of emissions” when referring to leakage
As displacement of emissions has not been defimt¢dnyany of the existing decisions, there is & lat
clarity about the differences between “displacenuémmissions” and “leakages”.

The main discussion on leakage revolves arounérdifices on how to deal with it, depending on whethe
the national and/or the sub-national approach Isetased. In general terms, the discussion on ¢eatends

to accept that if an accurate national baselinefegice scenario and monitoring system can be dbieat
national level, risks of unaccounted leakage walisdppear. This affirmation is based on the ideaifrany
displacement of activities or communities due t®REDD activity takes place, national inventories|wil
reflect it. Therefore emissions resulting from disement would not need to be considered separiatéhe
calculation of the net emission amount for the areict a country.

for questions common to both A/R CDM and REDD, &eg aspect in the discussion on leakage is how to
define what “outside the boundary” means. Is it me®@ consider any displacement of GHG emissions
within the region, the country or also at the intgional level?

There is some literature analysing potential irdéomal leakage in the forest sector. Accordingséme
authors, the international wood trade/wood explimita can be heavily affected by activities aimed to

10 For A/R CDM approved methodologies see http://cdm.unfccc.int/methodologies/ ARmethodologies/approved ar.html.
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mitigating climate change (Sathaye and Andrasc6,y/a8D This concern has increased after 2005 when th
discussion on REDD started, as for some the riskiternational leakages due to REDD activities barso
high that emissions reduced in a country couldepéaced by emissions in another one.

International leakage has not been considered figr ather sector under mitigation yet, even though
international leakage in sectors such as energyaosportation could be even higher than in thedoy
sector. There are different reasons for it, buth@ps one of the most important is that quantifyamgl
moreover monitoring international leakage would éhastrong technical and legal implications, e.g. on
international liabilities, and therefore it is vedifficult to implement.

2.1.43 Permanence

The issue of permanence is related to the poggibiiat carbon in reservoirs can be emitted at tmg,
making emission reductions non-permanent; i.e. paence relates to the period of time that carboraies

in the biosphere. Due to different risks, includfirgs and pests, carbon can be released intatthesahere,
thereby reducing the climate change mitigationaftéf a project. The IPCC has clarified that a shemm
reduction in emissions has a positive [short-teimpact in mitigating climate change. However, it is
important to promote a permanent effect on the afthere.

Proposals for dealing with non-permanence in thecUQOF in the future include (a) using temporary
creditsi! (b) banking credits and debits from one commitmgeatiod to the next ; (c) reducing future
financial incentives to take into account emissifmen deforestation above the agreed level; andbfd)
mandatory setting aside of a share of the emigsidactions. Furthermore, some Parties consideaisiastie
forest management as a means to promote the peno@n&emission reductions.

The treatment of permanence is especially releif&tdrties agree on a market mechanism for REDDBhén
case of A/R CDM, the question of permanence addele transaction costs; the experience has atsersh
that temporary credits are cheaper than permanexiite. Thus, in REDD, the options for addressing
permanence issues is linked to whether the approeiiancing is fund- or market-based.

2.1.4.4 Additionality
Additionality'2 refers to the result of the GHG emissions reduzgdhe project (project scenario) minus

those emissions that would occur in the absendbeoproject (baseline), minus the leakage causethdy
project. It is a term used within the CDM. Currgntadditionality is estimated and monitored usihg t
approved A/R CDM methodologies. The main difficultyestimating additionality is that it is fully bad on
the accuracy of the baseline. As the additionaétermines the mitigation potential of any activttplays a
key role in defining the feasibility of a given igition project in forestry.

In the ongoing negotiations on REDD the questiotbaghether activities in REDD have to be additioma
not is open.

2.1.5 Governance concerns regarding mitigation optionsforestry

Besides the methodological challenges of accourfiingchanges in carbon stocks in (tropical) foreats
major concern on how to promote the maximum usenitigation options in forestry in the context of
sustainable development remains the impact of gewee related to any mitigation option. Parties
participating in the UNFCCC need a regulatory systlkat promotes or at least allows the implemeoatif
mitigation options in coordination with other demginents in the forest sector.

A key issue in this respect is the need to clafiyure and use rights not only of the land buthef five
carbon pools. There is plenty of literature oreftrland tenure and use rights (RRI, 2007). The tfeat
forest owners and users are in many cases notathe bas implications on forest management. Ever mor
important is the fact that hundreds of millionspefople living in or near forests and making uséooést
lands and resources have no or few secure righttenare over these lands and resources. In masss¢
the lack of rights and tenure is directly relatedheir poverty and to the destruction and degradaif those
resources.

With respect tomitigation, the main question is who owns the changes in cagbocks and the related
credits, certificates and/or other benefits thaulefrom reducing GHG emissions or enhancing carbo

11 Temporary CERs expire at the end of the commitmpenibd subsequent to the commitment period for withey were issued; long-
term CERs are valid until the end of the projectiditing period up to maximum of 60 years.

2 The definition of additionality, as in Decision/CP.7, para. 43: A CDNdroject activity is additional if anthropogenic essions of
greenhouse gases by sources are reduced belowttietsgould have occurred in the absence of thesteged CDM project activity

/...
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sequestration through forestry activities. To ustlerd the question, we need again to differenbateeen

the agreements valid for the first commitment prémd the possibilities in a post-2012 regime, entty
under negotiation (see chapter 3).

For the first commitment period, the regulationsAdR CDM require that “changes in circumstanceimit
the project boundary that affect legal title to taed or rights of access to the carbon pools”Ibgfied and
be subject to monitoring and verification (Dec.@B/9). In cases where the ownership of the poofois
clear or when different carbon pools have differ@nhers, it is extremely difficult to determine wbans
the carbon credits (in the form of CERs If there is no clarity on the ownership of thERSs, any market
transaction can be questioned, bringing many diltiies for both credit sellers and buyers. Thidiclifity
can be solved at the level of national legislatanby using specific and clear agreements and actstr
between the owners of carbon pools in a given ptfjelt must be said that claryfing ownership of carbo
credits can become the major burden for any mitigagcheme in the forest sector that is based market
mechanism.

For a post 2012 regime the concerns related t€e will remain and new concerns related to REDE an
ownership of forest land will gain importance. They question remains: who owns the emission redosti
and therefore who should be compensated for emigsiductions? This question opens the door to many
other considerations:

« If there is a payment scheme (market or non-mamk@thanism) how are these payments to be
distributed between owners and users?

* When forest conversion and degradation are theltre$ullegal practices, which will own the
reduction of the emissions? Does a forest owney. @.community) need to negotiate stopping
degradation with the illegal users? Which would d&® appropriate mechanism for sharing
compensation among stakeholders conducting illegalon-regulated practices that produce GHG
emissions? If sharing benefits in not an altermativhich mechanisms will be needed to reduce
GHG emissions resulting from forest conversion dedradation due to illegal or non-regulated
practices? Are these mechanisms going to boostlsmmiflicts? This circumstance is equal difficult
if the forest is public, private or community owned

«  Which social groups will get empowered under a givgernational REDD scheme?

2.2 Vulnerability of tropical forests and adaptation options

Climate change is likely to affect all forest landpes. Indeed, predicted changes in climate vasabill
place severe pressure on forests' ability to miaitkee current level of diversity and productivitith rising
temperatures, changes in water availability and eRkpected doubling of carbon dioxide levels, it is
anticipated that forests will change at two levglsysiology and metabolism; and ecosystem funatigni
These changes will have significant impacts on dkailability and quality of forest goods and seedgc
including the capacity of forests to sequester @arfipom the atmosphere.

The Fourth Assessment report of the IBCEPCC 2007b) indicates that, although there i§ sticertainty

on predictions, negative climate change impacts laystronger than previously projected and positive
impacts are being over-estimated. Also, the pregkqtotential positive effect of climate change adl as

the estimated carbon sink in mature forests, maguiestantially threatened by changes in the regime
increased occurrence of disturbances in forests asdire, pests, drought and heat waves, affeétirestry
production, including timber and non timber for@gsbducts, as well as forest ecosystem serviced (bot
environmental and social). Global climate change akso affect the mitigation potential of the fdrgs
sector by either increasing or decreasing the piatefor carbon sequestration.

13 Certified Emission Reductions (CERs) are the carbmedits coming from CDM projects. 1 CER corresimio 1
tCOe
14 see ENCOFOR tool for institutional issuesieip://www.joanneum.at/encofor/tools/tool_demontstraTools.htm

5 The Intergovernmental Panel on Climate Change (JP@3 created in 1988. It is open to all memberthefUN and

WMO. The role of the IPCC is to assess on a congmglie, objective, open and transparent basis ¢lentgic,
technical and socio-economic information relevantiderstanding the scientific basis of risk of aarnduced climate
change, its potential impacts and options for atapt and mitigation.
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2.2.1 Impacts on forestry and forest-dependent people
» The socioeconomic impacts of climate-induced charigeforests have not yet been quantified.
However, it is clear that they affect all foresggtivities including those within the formal andkth
informal sector of the economy and as well as ilnald related forest activities not considered to
be part of any economy (e.g. subsistence agrieultar forest products gathering for home
consumption). Some of the most important foreseempacts of climate change in forestry are:

« Decrease in timber production as a result of irewdaextreme events such as forest fires,
hurricanes, flooding and droughts

« Decrease in timber production due to changes igystems and increased pests;

e Changes in the quality of timber

¢ Changes in the regional distribution of timber aod-timber species;

* Impacts on the ability of some species designegfoductive plantations to maintain growth rates
and wood quality over the next 30 - 50 years;

¢ Indirect impacts on the timber chain due to chamgegiantity and quality of offered timber;

e« Changes in the availability, in terms of quantitydaquality, of all non-timber forest products
including food, medicinal plants, fibre, etc;

» Changes in the production chain and markets (foendlinformal) of non-timber forests products;

e Changes in biodiversity;

» Impacts on the availability and quality of foresbeystem services;

e Changes in land use due to an increasing demandehar agricultural land. Conversely some
agricultural land can be abandoned and could réoestirub.

Impacts on forest dependent livelihoods cover aewihge of possibilities including direct impaaten
extreme events (e.g. loss of housing), impacts eaitin and welfare, loss or reduction of incomes lo§
employment or changes in working conditions, reiducin availability of food, impacts on health alods or
changes of cultural habitat (IPCC 2007 b, c¢; Robladd Forner, 2005; Robledo, Kanninen and Pedroni,
2005, Klein et al., 2007).

These will increase the already existing vulneigbibf poor communities that are directly or inditly
dependent of forest ecosystems. Currently, many tlidse communities are already suffering
disproportionately from the ongoing impacts of @be change. Their livelihoods are extremely vulbkrgo
any stress. Changes in the climatic conditions \atgn become a burden with which such communities
cannot cope. Worsening living conditions and insesan conflicts are some of the consequences.

Despite the negative impacts, climate change csm @ben opportunities for forest dependent pedpies
possibility is often forgotten in the analysis aidacts of climate change. Indeed, there is litttét@n on
new opportunities resulting from climate change.isThack of research and analysis increases the
vulnerability of the forest sector especially ofop@eople. In contrast, understanding the new dppities
brought about by climate change can bring market rron-market benefits to such communities, e.g. the
following:

« Recognition of local knowledge in coping with cliteavariability;

* Promotion of native species that cope better toaté variability;

« Diversification of forest use so that the impacteafch activity is reduced and therefore also the
overall vulnerability;

* Promotion of sustainable forest management as asrfeareducing vulnerability;

« Development of new market opportunities for tramtitil forest products that are highly resilient to
climate change;

» Sustainable forest management as a means for red@¢G emissions, and enhancing sinks.

The challenge in this case is how to reduce clinchenge-related impacts on forest dependent people
economic activities while increasing the abilityct@ate new business opportunities.

There are different ways in which the forest sectr reduce vulnerability to climate change. Renlyithe
vulnerability and improving the adaptation capaaifyforests provides benefits beyond the sectogoAd
documented example from Bolivia is how forest estemys can reduce the vulnerability of mountain
agricultural land and settlements while ensuringtewaavailability (Robledo et al. 2004). Research
undertaken in Mali, Tanzania, Bangladesh, Nicaragué Sri Lanka on how local communities cope with
increasing climate hazards demonstrated the importde of forests (Crystal tool, see footnote)rdsts
play a key role during extreme events because ghayide food during droughts, they reduce the ingpat

/...
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cyclones in coastal areas, and they reduce the afslkandslides during storms in mountain regions.
Furthermore, forests provide food and shelter whimate-related risks have reduced agricultural and
livestock yields and overall production or whenremte events have destroyed houses and infrastedétur

The function of forests in adaptation needs toiballghted as those responsible for managing thestcare
hardly recognized for their role in reducing thdnasability of other sectors. Lack of recognitiarciudes
lack of participation in benefits (monetary and fioanetary) and lack of secure access and tenunésrig
forest land.

Social services provided by forest ecosystems, siscbonservation of cultural habitat or scenic giewe
also to be considered. Social services are cldsalyd to the value that certain social groups givthese
forest ecosystems. Understanding the importancthese social services is critical since it sigmifitty
influences the motivation of social groups to manfayest ecosystems in a sustainable way.

Although it is true that the importance of forestvsces (social and environmental) has gained nmeitiog
for their role in reducing vulnerability to climathange, quantifying these services and estabisthiair
value is a major constraint to promoting correspogananagement activities as instruments for adiapta
to climate change.

Quantifying the impacts of climate change on theesb sector and/or the potential that the sectsriha
mitigating it presents many difficulties. Theselude the following:

e Although there is some quantitative informationaneing the potential impacts of climate change
on boreal and temperate forest, far less is knowrthe vulnerability of tropical ecosystems to
climate change and its implications on the wholtse

e The likely indirect or incremental impacts of clitmahange on the forest sector (e.g. impacts on the
production chain or on employment) have not yehbmeluated.

* Since many forest dependent communities operatdauthe formal economy, real loss in terms of
GDP for example does not provide a complete picture

« The mitigation potential of the forest sector ighly dependent of numerous variables. Relatively
simple measures, such as technology transfer, @reahe only limitation for fully utilising its
mitigation potential; by far the greater constrairire the complex set of socio-economic and
institutional issues.

The resilienc¥ of many forest ecosystems will be exceeded asnaecpience of the impacts of climate
change and another global drivers (e.g. pressurehanging land use). Increments in greenhousesgase
the atmosphere will also have an additional impactorests. If global mean temperature exceedsraning

of 2 to 3°C, a high number of plant and animal g=ds likely to be at an increased extinction résid
changes in structure and functioning of terresa@systems are very likely to occur (IPCC 200@bjanges

in temperature, exposure to sunlight and availgbitf water will have different impacts on forest
ecosystems depending of the specific region. Oabg Ithan 7% of forests are in strongly water-lichite
systems (Biosvenue and Running, 2006).

Biosvenue and Running (2006) elaborated a globalyais of the impacts of climate change on natural
primary production (NPP§ based on the review of scientific literature. Wigmard to tropical forest, their
results can be summarized as follows:

» Tropical forest regions show temperature increasesaging 0.26 - 0.5 °C since the mid-1970s and
a strong variation in long-term rain trends. Oviepatcipitation appears to have declined in tropica
rainforest regions at a rate of 0.8 -1.0 ? (PoOp@5s)decade since 1960.

e Until recently, the prevailing view has been thatane tropical forests are likely to have been
acting as a substantial carbon sink over the redecades, increasing their net primary production.
There is currently much debate about the produgtiof tropical forests, and existing data are
insufficient to support any firm conclusion. Datarh a few eddy covariance (tower-based) studies
of whole-forest CO2 exchange have been interpraseglvidence that mature tropical rainforests are
currently acting as moderate to very strong nébaassinks (e.g. Malhi & Grace, 2000).

16 For more information on the CRISTAL tool (Commuritased Risk Screening Tool — Adaptation & Livebls) and
the reports of the test cases bap://www.iisd.org/security/es/resilience/climaphase2.asp

17 Resilience understood as the ability to adaptra#iyu

18 The IPCC (2003) defines NPP as the rate of caslzenmulation in plants after losses from plant irasipn and other
metabolic processes (necessary to maintain the'planng systems) are taken into account. It bancalculated as gross
primary production (GPP) minus autotrophic resporat
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* Changes in tree growth in Central America have letaied to annual changes in temperatures and
El Nifio South Oscillation — ENSO - (Clark, 2004).

« Changes in net biomass increase were found in thazan region, where an analysis of 50 long-
term monitoring plots across spanning from 1972062 showed increases in tree and stand over
this time period (Lewis et al., 2004b). The carlfarxes in and out of these pools and gains
consistently exceeded mortality losses. The autlorslude that this implied a continent-wide
increase in resource availability, which is inciegdNPP and altering forest dynamics (Lewis et al.,
2004b).

* Field observations of mortality rates during 1982849 and 1985-1990 in Barro Colorado Island in
Panama showed that canopy trees have the highetdlityoof three group types studied during a
dry 1982-1985 period, whereas small trees and shshbwed no difference between the periods
(Condit et al., 1995). During drought years, fonegle mortality rates were 2% more in the larger
size class. Tropical forest plot data from both tlemtropics and the palaeotropics show large
increases in forest-wide tree mortality associatét the very strong ENSO events of 1982/1983
and 1997/1998 (Clark, 2004) and localized speqiesific effects (Williamson et al., 2001). Higher
mortality rates, which increased with tree sizeranso seen in trees of unburned rainforest i Eas
Kalimantan during the 1982/1983 ENSO, with 37%reés 460 cm in diameter found dead on ridge
tops and 71% on slope plots (Leighton & Wirawar8@)9 Clark (2004) states that tropical forests
have already experienced notable shifts in flarisbmposition and in tree size structure owing to
these selective mortality patterns of single str@gSO. Clark (2004) interpreted the general
finding of a sharp increase in tree mortality ie gtrong ENSO events of recent decades to mean
that, generally in the tropics, these old-grownmaniy forests are already being strongly negatively
affected by current levels of temperature and dnbsgess.

According to the IPCC 4AR, globally, commercialdstry productivity rises modestly with climate cgan
in the short and medium term, with large regioraiability around the global trend.
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3 International Institutional Setting

Evidence of human interference with the climatestfiemerged in 1979 at the First World Climate
Conference. Increased scientific evidence, coupligd growing public concern over global environmadnt
issues began to push climate change onto the gadliigenda in the mid-1980s. Recognizing the neéds
policymakers for authoritative and up-to-date stifieninformation, the World Meteorological Orgauitton
(WMO) and the UN Environmental Programme (UNEPgaklsshed the Intergovernmental Panel on Climate
Change (IPCC) in 1988

In 1990, the IPCC issued its First Assessment Reponfirming that climate change is a threat aaltirgy

for a global policy to tackle the problem. Thislaahs echoed by the Ministerial Declaration of 8econd
World Climate Conference, held in Geneva at the @nt990. Based on this Declaration, the UN Gdnera
Assembly formally launched negotiations on a frameconvention on climate change. After 15 momnths
intergovernmental negotiation, governments adogitedJnited Nations Framework Convention on Climate
Change (UNFCCC) in May 1992. The Convention wasnegeto signature in June 1992 during the UN
Conference on Environment and Development (UNCEE& lin Rio de Janeiro and came into force in
March 1994. Today, 186 countries have signed atifiechthe Convention.

The Convention’s goal istd stabilise atmospheric concentrations of GHG aeeel that would prevent
human-induced actions from leading to “dangerougrference” with the global climate systefart. 2 of

the Convention). The UNFCCC acknowledges that a@msithave “common but differentiated
responsibilities” and different capabilities to aelss climate change. Under such premises, dewklope
countries committed themselves to taking a leadabg in achieving the Convention’s goal, and tovide

new and additional funds to assist developing agmin mitigation and adaptation activities, Métgpn and
adaptation activities must be consistent with amgpsrtive of sustainable development objectivesier8ific
uncertainties that might still remain cannot beduss an argument to postpone action (the so-called
“precautionary principle”).

Members meet once a year as the Conference of dhiged® (COP) to monitor implementation of the
UNFCCC and to continue negotiations on how betic¢kle climate change.

There are two main ways to address climate chaadaptation and mitigation. These strategies are
complementary and non-exclusive.

Adaptationto climate change refers to adjustments in natorahuman systems in response to actual or
expected climatic stimuli or their effects, whicloderate, harm or exploit beneficial opportuniti¢arious
types of adaptation can be distinguished, includingcipatory and reactive adaptation, private oblic
adaptation and autonomous or planned adaptatiorR0D6 the UNFCCC adopted the Nairobi Work
Programme on Adaptation, which includes a wide spat of possibilities for promoting adaptation to
climate change.

Mitigation refers to an anthropogenic intervention to redbeeemission of GHG at the source or to enhance
sinks (IPCC, 2001). At the third COP, held in Kydto 1997, the Parties to the Convention adopted a
protocol aimed at paving the way for emission réiducin Annex | countries until 20¥2(see figure 4). This
instrument is known as th€yoto Protocol (see figure 5). The Kyoto Protoisoh legally binding agreement
under which industrialised countries committedgduce their emissions to minus 5.2% in average aoap

to the base year 1990. Countries with specific eédn commitments are known as Annex | countrie® (s
Annex 1 of this report).

Countries with reduction commitments have two amtioto reduce emissions within the country (interna
measures) or to use the Kyoto Protocol's so-cdfledible mechanisms.” These mechanism allow Anhex
countries to “buy” part of their reductions commémnts in other countries. There are three suchtiexi
mechanisms: International Emissions Trading, Jdimiplementation and the Clean Development
Mechanism' (see Figure 5).

19 Until now the IPCC has produced three assessrepotts, a special report on Land Use, Land Use @hand Forestry and several
specific guidelines concerned with climate chanugt ratural resources.

2 Annex | countries are Parties that have emissduction commitments (mainly industrialized cowsji A list of Annex | countries
is provided in the annex to this publication.

2 Joint Implementation (Art. 6): “Any Party included in Annex | may trefes to, or acquire from, any other such Party eioiss
reduction units resulting from projects aimed alung anthropogenic emissions by sources or emiguanthropogenic removals by
sinks of greenhouse gases in any sector of theoemyon.”
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Figure 5: Strategies, Instruments and Approachestazkle Climate Change
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Internal measures

Joint Implementation
wn

International Emission Trading
{IET)

Clean Development Mechanism
{CDM)

Mitigation
(Kyoto Protocol)

lexible Mechanisms

UNFCCC
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- Adaptation Step ll: Creating capacities ‘

Step llI: Implementing adaptation measures ‘

3.1  Current situation

During the run up to the Kyoto Protocol many coigstthighlighted the importance of including sinksla
emissions from LULUCF in accounting for countriesduction commitments, subject to concerns about
definitions, timing and scope. However, LULUCF wesnsidered as too complex and lack of scientific
evidence increased the difficulties during the niagion?* As a consequence, possible LULUCF activities
were included in two different sub-paragraphs ofticde 3 of the Kyoto Protocol, with different
methodological and reporting treatments (see BoxAtficle 3.3 refers to afforestation, reforestatiand
deforestation (ARD); these are mandatory for alhéx | Parties. Article 3.4 refers to additional wutary
activities related to changes in GHG emissions dayrces and removals by sinks in agricultural saiisl
land-use change and forestry. These additionalites are forest management, cropland management,
grazing land management, and re-vegetation. Byetid of 2006, Parties with commitments under the
Protocol had to decide which of these activitiedarmArticle 3.4 they would account towards theitigaition
commitments.

Box 1: The legal framework for LULUCF activities wher the Kyoto Protocol

Article 3.3 of the Kyoto Protocol

The net changes in greenhouse gas emissions bgesoamd removals by sinks resulting from direct &
induced land-use change and forestry activitiesitéid to afforestation, reforestation and deforstasince
1990, measured as verifiable changes in carboksioceach commitment period, shall be used to rtieset
commitments under this Article of each Party inelddn Annex I. The greenhouse gas emissions byes
and removals by sinks associated with those aietsvithall be reported in a transparent and veldiatanner
and reviewed in accordance with Articles 7 and 8.

=

Article 3.4 of the Kyoto Protocol

Prior to the first session of the Conference ofRheties serving as the meeting of the PartieisoRrotocol,
each Party included in Annex | shall provide, fonsideration by the Subsidiary Body for Scient#icd
Technological Advice, data to establish its levekarbon stocks in 1990 and to enable an estinmateet
made of its changes in carbon stocks in subsequears. The Conference of the Parties serving ag the

Clean Development Mechanism(Art. 12): “The purpose of the clean developmeethanism shall be to assist Parties not included
in Annex | in achieving sustainable development amdontributing to the ultimate objective of therention, and to assist Parties
included in Annex | in achieving compliance witlethquantified emission limitation and reductiomouoitments under Article 3.”

International Emission Trading (Art. 17): “The Parties included in Annex B (~Anné of the UNFCCC) may participate in
emissions trading for the purposes of fulfilingthcommitments under Article 3. Any such tradimgl be supplemental to domestic
actions for the purpose of meeting quantified eimisEmitation and reduction commitments undert theticle.”

z2 Considering the need to deal with uncertainties] 988 the UNFCCC Subsidiary Body for Scientific arethnical

Advice (SBSTA) requested the IPCC to prepare arteg@mining the scientific and technical impliceis of carbon
sequestration related to LULUCF. This IPCC Spe&laport on LULUCF examines how carbon flows betwéen

atmosphere and the five different “pools” and hasbon stocks change over time (see IPCC 2000hoAgh the IPCC
Special Report on LULUCF clarified many issues,ertainties regarding the real mitigation potendiatl limitations of

activities under Article 3.4 were still significarit should be mentioned that reasons for speciainieat under 3.4 were
not only scientific uncertainty.
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meeting of the Parties to this Protocol shalltatfirst session or as soon as practicable thereafecide
upon modalities, rules and guidelines as to howd, w&hich, additional human-induced activities retate
changes in greenhouse gas emissions by sourcesmodals by sinks in the agricultural soils and |ted-
use change and forestry categories shall be adheat subtracted from, the assigned amounts fotieRdr
included in Annex |, taking into account uncertsst transparency in reporting, verifiability, the
methodological work of the Intergovernmental Papal Climate Change, the advice provided by the

Subsidiary Body for Scientific and Technological vt (SBSTA) in accordance with Article 5 and the
decisions of the Conference of the Parties. Sudateasion shall apply in the second and subsequent
commitment periods. A Party may choose to applyhsacdecision on these additional human-induced
activities for its first commitment period, provitléhat these activities have taken place since.1990

The Marrakesh Accords, agreed at COPiIii 2001, defined a number of terms and reportequirements
specific to Annex | Parties. One significant requiient regarding LULUCF activities is that the Aator
provide a forest definition with range thresholdeg Box 2). Each Party is asked to define the maitio
thresholds to be used during the first commitmemiqal (2008 — 2012). This decision, to be maderivatiéy

by each party, has a great impact on the mitiggtiotential of each country. While there may beeat#éht
forest ecosystems within a country, the definitionthe Kyoto Protocol has to be a single one fer éntire
country. As an example, think about a country withh main ecosystems —for instance savannas anddhumi
forest-, with a certain level of forest degradatibiat initiated before 1990. The definition of tfarest
thresholds (forest cover, tree height and minimueapwill define how much land is eligible for potil
A/R CDM project activities. This and other similaequirements agreed in the Marrakesh Accords
represented over the years a challenge for deaisakers in all Partie%)

Box 2: Key definitions of the UNFCCC relevant to WWWCF (FCCC/CP/2001/13)

Forestis a minimum area of land of 0.05-1.0 hectareé Wwi¢e crown cover (or equivalent
stocking level) of more than 10-30 per cent witkes with the potential to reach a minimum
height of 2-5 meters at maturiiy situ A forest may consist either of closed forest
formations where trees of various storeys and grdeith cover a high proportion of the
ground or open forest. Young natural stands anglafitations which have yet to reach a
crown density of 10-30 per cent or tree height-&f @eters are included under forest, as are
areas normally forming part of the forest area Wiace temporarily unstocked as a result of
human intervention such as harvesting or natunases but which are expected to revert to
forest;

Afforestation is the direct human-induced conversion of land iz not been forested for
a period of at least 50 years to forested landutifinoplanting, seeding and/or the human-
induced promotion of natural seed sources;

Reforestationis the direct human-induced conversion of nondtaé land to forested land

through planting, seeding and/or the human-indymredhotion of natural seed sources, on
land that was forested but that has been convededon-forested land. For the first

commitment period, reforestation activities will bimited to reforestation occurring on

those lands that did not contain forest on 31 Déxeer989.

Additionally, Parties agreed at Marrakesh to limligible LULUCF activities in the Clean Development
Mechanism (CDM) to afforestation and reforestatfofhe total number of credits that an Annex | Party
may claim from A/R project activities under the COMimited to 1% of the Party’s total emissionsli®o0
multiplied by five?*® These agreements apply to the first commitmeribgef the Kyoto Protocol (2008 —
2012). (For a clearer understanding of forestrjnteused in the Kyoto Protocol see Box 2.)

= Other important requirements of importance for Momex | (NAI) are the need of creating a Designatedional
Authority, and the request for defining how to deith proving sustainable development in/for theNC.D

24 The Clean Development Mechanism (CDM) is one efttiree so called Flexible Mechanisms of the Ky@totocol
(Art. 12 of the KP). It allows to develop projedttiities in NAI countries (host Parties) that praten sustainable
development while the emission reductions will beaanted for fulfilling Annex | commitments. Forishaim, a CDM
project can sell its Certified Emission Reducti¢@£R) to those who have reduction commitments. s§tation and
reforestation (as defined in Box 2) refer to thbarcement of sinks through the planting of treesamforest land and
are eligible activities in the CDM (A/R CDM). A/ROM is ruled in respect to eligibility, modalitiemé procedures by a
number of decisions as outlined in the annex (Dawd pathway for A/R CDM and REDD).

2 Even though a cap for A/R CDM project activitiestbeen introduced, to date only a few projects heen
submitted and the cap of 1% will most probably b@treached until the end of the first commitmemiquke
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3.1.1 LULUCEF Activities in Non-Annex | Parties

According to Article 4 of the Convention, not oryinex 1 parties, but all Parties, including NAI otries
have to report their LULUCF emissions as part afirttmational communications Information is to be
provided using common report formats and in acawrdavith guidance given by the IPCC.

Providing LULUCF information in the national commications is not an easy task for many NAI parties.
The lack of consistent information is a major canc®ther concerns relate to: a) the fact thafflgaability
provided by the IPCC guidance allows Parties to different methods and tiers which lead to différen
results; b) Parties do not always provide equivaleformation due to the different methods usedihe
information provided and the methods used are hohys transparent (this is especially relevant when
recalculating inventories over time); and d) gilat reporting is obligatory on three GHGs only ¢COH,

and NO), information on the three other relevant GHGgsioins (HFC, PFC and §Fs insufficient.

With regard to the mitigation strategy, t6®M is the only flexible mechanism that allows NAI oties to
assist® Annex | Parties in their efforts to achieve th&iHG emission reduction targets under the Kyoto
Protocol. LULUCF activities included in the CDMeaafforestation and reforestation (A/R CDM) as o

in Box 2. While CDM procedures for the other 5 sestwere already agreed upon between before 2003,
rules and procedures that govern A/R CDM for thist fcommitment period were only finally decided in
2004 (see list of relevant decisions in Annex 8t&nce, it is only since the year 2005 that fomesttor
stakeholders in NAI countries can undertake A/R CIPMjects according to defined rules. This partly
explains the “delay” that LULUCF project have comggawith projects in the other sector eligible iDIZ.

The most important elements of the rules and pnaeedrelated to A/R CDM are the following:

- The market size for A/R projects is limited duriting first commitment period (2008-2012) to one
per cent of the emissions of each Annex | coumtryd90, multiplied by fivé’

- Eligible activities in the LULUCF sector until 202e restricted to afforestation and reforestation.
Activities in bioenergy are also eligible until 2Das long as these are undertaken using an approved
methodology and considering all other clarificaianade by the Executive Board of the CDM in
this regard. Forest management and reduced enssBiam deforestation are not eligible forestry
activities under the CDM;

- [Agreement on the modalities and procedures for Cpidjects in forestry and the process for
proposing and getting approved corresponding metbgdes

- Small-scale projects, subject to simplified metHody are defined as those that.....; and

- Baseline and monitoring methodologies for the CD#®! @ be presented by project developers and
approved by the Executive Board of the CDM.

Considering the limited experience with A/R CDM quamed to CDM projects in other sectors, it is tadye
to make an accurate evaluation of the impacts & &DM on poverty alleviation or in terms of its net
contribution to the global mitigation portfolf.Even if the carbon market is active, its real depment
started only in 2008 with the beginning of the tficemmitment period. Still, some early observatians
worth mentioning®®

« A/R CDM is a well regulated system that createstamthl costs compared to traditionally designed
forest plantations. For example, to assess a fi®jearbon potential, new and often complex
methodologies need to be developed in the desagestf the project and the project cycle must
include many actors and steps that are not yet knellvn locally. A/R CDM projects require, at
least at the beginning, a high level of knowledde tle internationally-agreed modalities,
procedures and methodologies. Since such knowlesigat present barely available in many
developing countries, there is often a need to gagaternational expertise, which further increases
the project preparation costs. Most of these chstge to be paid before CDM payments are
received. Because of this, many developing coemithiave not been in a position to use the A/R
CDM even if they consider it an attractive optin.

% The term “assist” the Annex | Parties is the exaotding in the article 12 of the Kyoto Protocol

27 “For the first commitment period, the total adoiits to a Party’s assigned amount resulting frogite#é LULUCF
project activities under Article 12 shall not exdemne per cent of base year emissions of that Rartgs five”
(FCCCICP/2001/13, Marrakesh Accords, Decision 117CP

28 The reason for this is mainly the lack of oveegjteement by Parties on how to deal with LULUCF.

2 These observations are based on the authors’ierperwith the A/R CDM in Latin America, Asia andrisa

30 Some bi- and multilateral development agencie haacted to this fact and are funding capacityding for the
preparation of A/R CDM projects, mainly through wsinops, tools development and model project devedoyp.
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* A/R CDM has stimulated new interest in plantingefreespecially in seriously degraded areas. This
can be indeed a new opportunity for the forestosgass it can open the possibility to promote long-
term activities such as restoration of forest lantree plantations. Nonetheless, the forest seéator
many countries is reacting very slowly to the oppoities provided by the CDM, and often A/R
CDM activities are proposed without consideratioh existing forest strategies. A/R CDM,
especially of the small-scale variety, offers thesgbility for poor people to get involved,
particularly through the promotion of community dstry, which could have an important
developmental impact in rural areas. However, tifier time being, small-scale A/R projects have
proven to be largely out of reach for local comntiesi given the complexity in the design of the
projects, the legal requirements with respect wperty rights on land, carbon pools and carbon
credits, and the transaction costs involved ingmiopreparation. Thus, to date, almost all existing
A/R CDM projects have targeted either publicly-odnmeforestation areas or plantations promoted
on privately owned land.

The fact that carbon certificates from A/R CDM pris are excluded from the EU Emissions Trading
Scheme (EU ETS) also implies a considerable cdnstia market opportunities for mitigation actiés
from the forestry sector in developing countries.

In conclusion, mitigation activities in the forgstsector under the CDM have been limited to date.
Opportunities to increase these activities inclsdaplifying procedures, developing certainty ovatufe
commitments, reducing transaction costs, and mgldionfidence and capacity among potential buyers,
investors and project participants (Robledo e2@08).

3.2 UNFCCC negotiation until 2012

Currently there are three major negotiation praegssider the UNFCCC: the Ad Hoc Working Group on
Further Commitments for Annex | Parties under tlypt§ Protocol (AWG-KP), the Ad Hoc Working Group
on Long-term Cooperative Action under the ConventfdWG-LCA) and the ongoing discussions under
SBSTA. At COP 15 to be held in Copenhagen in 20@%e discussions should converge on a consistent
agreement for a post-2012 mitigation regime (seekW¥r 2008).

In this section we will first present the way LULBGssues are considered in these ongoing negatiatio
processes. After that, some more detailed anabjdise policy options on REDD as well as other gation
options in forestry will be presented.

3.2.1 Ad Hoc Working Group on Further Commitments for Amax | Parties under the Kyoto Protocol
(AWG-KPY*,

Article 3.9 of the Kyoto Protocol establishes theed to consider future commitments for Annex | iBarat
least seven years before the end of the first camemit period. TheAd Hoc Working Group on Further
Commitments for Annex | Parties under the Kyototerol (AWG-KP) was created for pursuing this aim.
Results should be ready to be adopted by the COP/EIQhe earliest possible time to ensure thaetlseno
gap between the first and second commitment pafitke Kyoto Protocol.

In this negotiation there is a specific agenda imnLULUCF, where all activities included in Artecl3 of
the Protocol are under discussion. The followirgthe issues under consideration:

a) The activity-based approach based on ArticleaB®83.4 of the Kyoto Protocol (see Box 1)
b) The land-based approach based on reporting dine€@onvention
¢) Harvested wood products (HWP)

Besides, potential new activities such as wetlarmhagement, restoration and degradation and forest
degradation are included in the discussions. Kegnehts in the discussion include the possibilitpexd for
using discounting factors limiting the magnitude Ll&JLUCF for Annex | Parties’ compliance and many
legal aspects. Conclusions and decisions of thiggas are bound to have impacts on monitoring and
reporting requirements for LULUCF in Annex | coues (see figure 6).

Figure 6: Diagram representing options and issues tonsideration (AWG-KP )

31 Bear in mind that only Parties that have alreadified the Kyoto Protocol participate in this neigion -that is the
Conference of the Parties serving as the MeetingeParties to the KP (CMP).
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Crosseutting issues: Consistency; continuity with the current rules; factoring out, including age structure and indirect climate change
effects, inter-annual vanability; natural disturbances; and symmetty in the accounting of emissions and remeovals; SFM, and co-benefits;

others
Other Key Flements Activity based approach Land Usebased

(Articles 3.3 and 3.4) Approach

— — Fewer « Legally required — ASSESED A8 “Current rules maintained”

+ A ditional and all activities to be

changes
mandatory
+Land use Flegibility Wore ¢+ Legally required; and +Current rql.es

changes e Article 34 Forest Management and modalities
*Temporary removal from the .

’ . . . L changed aiming
accounting of areas subjected to - Wowing to net-net and including emissions and removals from ¢ Full
natural disturbances forest management in the bass year, A .
X geographical
“Treatment of hatvested wood -Moving tonet-net and estimating base year emissions and coverage and
products removals using a base period; inclusion of all
& dditional Article 3.4 activities: -Moving to net-net and applying Forward-locking baselines; GHG emissions
“Wetland management, -Remaining gross-net and applying discount factor, and removals and
restoration and degradation; De- _Others Include emissions
vegetation, Forest degradation; and removals
Others Many + Legally required; and from all land use,
« Discounting Factors changes « Article 3.4 Forest Management (options as above), and land-use changes
Limiting magnitude of o Other activities under Article 3.4 in the base year
LULTCE for Annex I - Estimating base year emissions and retnovals using a base
compliance period;
+Matienal circumstances - Applying forwardlooking baselines,
* Merging Article 3.3 and Article 3.4

Harvested Wood Products

Mechanisms: Article 6 and Article 12

| Issues that may need some consideration as a consequence of different options: Definitions, reporting and reviewing, others.

Source: UNFCCC Secretariat

3.2.2  Ad Hoc Working Group on Long-term Cooperative Aatiainder the Convention (AWG-LCA}

The AWG-LCA wascreated to conduct the comprehensive process tbletiae full, effective and sustained
implementation of the Convention through long-temoperative action, now, up to and beyond 2042
agreed in the Bali Action Plan (BAP), Decision 1/C3¥).

Regarding forests, the BAP includes in its numé¢b)(iii):
Policy approaches and positive incentives on isswvelgsting to reducing emissions from
deforestation and forest degradation in developicmuntries; and the role of conservation,
sustainable management of forests and enhancentferibrest carbon stocks in developing
countries;

In the great majority of the submissions for thietfmeeting of the AWG-LCA LULUCF is mentioned as a
important option for mitigating climate change (dowents in the series FCCC/AWGLCA/2G88 The
major issues for discussion are:

a) Which activities to include. In the submissiong following activities were mentioned when
discussing mitigation options in developing cowgriREDD, forest conservation, sustainable
forest management and enhancements of sinks. SartiesPalso mentioned afforestation and
reforestation as well as forest management

b) Consequences on reporting measurable and verifeahission reductions and enhancements in
stocks.

c) Need for consistency with the ongoing work in th&/@&-KP.

3.2.3 Ongoing discussion in the SBSTA with regard to REDD

In accordance to Decision 2/CP.13, the SBSTA staat@rogram of work on methodological issues relate
to a range of policy approaches and positive ineesitfor REDD. Parties have been asked to providk a
discuss their views on outstanding methodologissiiés, including: assessments of changes in foogst
and associated carbon stocks and GHG emissionsenienital changes due to sustainable forest
management; demonstration of reductions in emisdiam forest degradation; implications of natioaatl

32 Al parties to the Convention participate in thegotiation (this process distinguish between deadcand developing

countries)
33 These documents can be downloaded uhtpr//unfccc.int/documentation/documents/itemsBpBp#beg
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sub-national approaches, including displacemen¢rofssions; options for assessing the effectivernéss
actions [paragraphs 1, 2, 3 and 5 of the Decisi@P2L.3] There is a clear link between this processthe
work of the AWG-LCA. It is, therefore, of key imgance that policy makers keep consistency in their
positions when participating in these two processes

Submissions made by Parties point to prioritiediscussion (see Table 6).

Table 6: Issues under current discussiSn

The issues

The discussion

Activities to be considered

Some parties would like to concentrate on defotiestaand forest
degradation as they consider that other potentitiviies bring
many uncertainties to the discussion. Others alant\wo considefr
conservation, sustainable forest management aadf@ncements o¢f
sinks.

Definitions

The definition of forest has a great impact on Rt as well as n
the potential for all other mitigation options iroréstry. It ig
imperative to clarify which definition should beags Some Partig
highlight the need of having a definition that sskires differer
national circumstances and different ecosystem®stywithin a
country.

The definition of other terms such as degradatiustainable fore
management and conservation also needs to beiagdaiifi the
context of mitigating climate change.

-+ 0

—

National and sub-national approaches

SomeParties favor nationzapproaches, while otl Partie: highlight
the need to include also subnational approachds avitertain leve
of flexibility. Issues for argumentation are treatmh of emissions
displacement, monitoring requirements, accuracy taedtment o
uncertainties.

Reference scenario or baseline

The reference scenario seems to be linked to datatata while thg
baseline seems to include also future trends. iaget countries with
a high deforestation rate in the past, the referescenario appears [to
be a more adequate option while for those countsiéls potential
increments in deforestation rates in the futurepbssibility to build
up a baseline considering these future trends louk® adequate.

Measurable, Reportable and Verifiable
(MRV) requirements

In general, this issue is discussed under the mamit requirementg.
The discussion in the submissions is how far segdlnaginary ig
enough (in terms of adequacy of the technology amdalled
capacities in developing countries) and/or how timonitoring
tools and existing information can be used (e.getories, groun
check, etc).

L=

Funding mechanism

This concerns the possibility of having a marketchamism or o
creating a fund for REDD compensation. In both sagds assumef
that some kind of payment needs to be consideredkay incentive
for REDD (see Table 9 for a detailed informationtibe mechanisms
that have been discussed).

Effectiveness of support given by Annex
countries

In the submissions, Parties refer to the needve bharity about the
criteria for support, the amount of resources iteg¢sind a way for
assessing its effectiveness.

According to the decision 2/CP.13 requested theetstat organized a workshop on methodologicaldss
in Tokyo Japan in August, 2008. This workshop wag pf a programme of work on methodological issues
related to a range of policy approaches and pesitigentives for reducing emissions from deforésteand

forest degradation in developing countries

undendby the SBSTA.

34 The text under “the discussion” is based on tlhalis observation of the different ongoing proesss
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The workshop gave the opportunity to discuss thersssion on views and information on how to address
outstanding methodological issues, including, in&dia, assessments of changes in forest cover and
associated carbon stocks and greenhouse gas emissioremental changes due to sustainable manageme
of the forest, demonstration of reductions in eioiss from deforestation, including reference enoissi
levels, estimation and demonstration of reductioneimissions from forest degradation, implicatioris o
national and subnational approaches including digphent of emissions, options for assessing the
effectiveness of actions and criteria for evalugtattions. These submissions are compiled into rdeat
FCCC/SBSTA/2008/MISC.4, Add.1, Add.2 and Add.3. Thain issues under discussion are summarized in
table 6. The conclusions of the workshop are prtesein box 4.

Box 4: Conclusions of the REDD workshop in Tokyo

UNFCCC Workshop on Methodological Issues relatingd Reducing Emissions from Deforestation and
Forest Degradation in Developing Countries
Main conclusions regarding methodological issues:

Need forrobust and cost-effective methodologiet® estimate and monitor changes in forest cqver
and associated carbon stocks and greenhouse ga&siammj incremental changes due to sustainpble
management of forest, and, reduction of emissioo® fdeforestation and forest degradation (a contioimg
of remote sensing and ground-based assessmentshepalsuitable approach)

IPCC guidelines and good practice guidancerovide methodologies that can form the basis|for
estimate and monitor emission reductions from defiation and forest degradation and the changesest
carbon stocks in developing countries

Need to increasdechnical capacities in developing countries to undertake forest carbon
inventories.There is also a need to build and gtrem capacities in policy amastitutional frameworks

Need for further consideration of methodologiegestimate and monitor emissions and changes in
carbon stocks frorforest degradation

Main conclusions regarding policy approaches and sitive incentives
Robust methodologies are important to ensure dglioktransparent and verifiable information pn
the effectiveness of REDD activities, leading toemabling environment to ensure the provision aessary
resources by stakeholders, governments and orgemmiza
Discussions on policy approaches and positiveritices could be initiated with the present knowgked
of methodological issues. However, the needs amgi¢ations of different approaches will need fert
exploration.

Sufficient resources need to be made availableas as possible to enable developing countries to
start implementing actions at the national levelonioting sustainable forest management practices| ca
ensure effective actions.

Source: Maria José Sanz-Sanchez, UNFCCC Secrefarigentation in St. Petesburg, October 2008

3.3 Funding mechanisms
3.3.1 Mitigation

Considering the various mitigation options of fase® the climate change agenda, important newifignd
mechanisms have been developed over the past & wtdnilateral and multilateral level, all of thevith the
overall intention to further explore and developeft mitigation option in a post-2012 climate regirAt the
multilateral level there have been essentiallyeHrgnding mechanisms initiated over the past 2sjemhich
are supported by a considerable number of donantdes:

(i) The World Bank’s Forest Carbon Partnership FaciiRgPF)
(i) The UN-REDD Programme
(iii) The Forest Investment Program (FIP) under the Gérhavestment Fund.

While FCPF and the UN-REDD focus to a certain eixtam REDD, the now emerging FIP has a more
holistic approach in addressing forest mitigatiptians.

Forest Carbon Partnership Facility (FCPF).

For more than 10 years, the World Bank Group hapated carbon markets through a number of differen
funds. with carbon investments increasing since02@Bm US$ 145 million/year in 2000, to US$ 415
million in 2004: and on to a total of US$ 1932 inifl in 2006). There are two funds that particulatigress
forest related issues: the Biocarbon Fund, whiah provided funding for LULUCF -including A/R CDM-
projects since 2000 (see details undew.worldbank.org/biocarbonfundand a new instrument, the Forest
Carbon Partnership Facilityw{vw.carbonfinance.org/fcpf The FCPF, launched at COP-13 in Bali and
operational since July 2008, assists developingiri@s in their efforts on REDD. Nine donor couaetrhave
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so far committed funds to the FCPF and the totalirsel budget reaches US$ 100 million. The FCPRHes
dual objectives of building capacity for REDD in vééoping countries, and testing a program of
performance-based incentive payments in some gdohtries. Two separate mechanisms have been set up
to support FCPF objectives:

- Readiness Mechanismthe Facility helps a considerable number of coest(20 — 25) to arrive at a
credible estimate of their national forest carbtwtlss and sources of forest emissions, as welksista
the country in defining their reference scenaricdnhon past emission rates for future emissions
estimates. The Readiness Mechanism offers thesatr@s technical assistance in calculating
opportunity costs of possible REDD interventionsd aesigning an adapted REDD strategy that takes
into account country priorities and constraint$edasted countries submits a so-called Project Nigea
(PIN) and those that got their PIN approved wittei@e an amount of up to 200,000 US$ to prepare a
so-called Readiness Plan that defines a work prnogrian implementation phase over two the three
years with a budget of up to 2-3 million US$ peury. Fourteen countries were selected in Julyg200
into the Readiness Mechanism. They are: Bqli@tasta Rica, the Democratic Republic of Congo,
Gabon, Ghana, GuyanhKenya, Lao PDR, Liberialadagascar, Mexico, Nepal, Panaaral Vietnam.

A number of additional countries will be selecteédhe FCPF fall meeting that will be held on OctZ2D
in Washington DC

- Carbon Finance Mechanism:a number of countries will be selected after 26®®articipate in this
mechanism through which the Facility would implemamd evaluate pilot incentive programs for
REDD based on a system of compensated reductidressffucture of these incentive payments would
build on the options for REDD that are currentlynigediscussed within the United Nations Framework
Convention on Climate Change (UNFCCC) process, pithments made to help address the causes of
deforestation and degradation. Within the Carbarafite Mechanism, payments would only be made to
countries that achieve measurable and verifiablisstamn reductions.

UN-REDD:
UN-REDD is a collaborative programme launched jginty FAO, UNDP and UNEP. It has two
components: (i) assisting developing countries tepare and implement national REDD strategies and
mechanisms; and (ii) supporting the developmentasfative solutions and standardized approachesdbas
on sound science for a REDD instrument linked wita UNFCCC. The programme will help empower
countries to manage their REDD processes and adilifate access to financial and technical assigta
tailored to the specific needs of the countriesSaptember 2008, the UN-REDD was officially laurgthe
with the aim at creating a global incentive mechanto manage, protect forests and to create neagtforin
its initial phase the programme will assist nineeleping countries, including the ITTO members Biali
and Indonesia, in establishing systems to monétssess and report forest cover. Norway, whichakiitg
for ways to offset carbon dioxide emissions fromdrowing natural gas export business, donated 8S$3
million to finance the initial phase of UN-REDD aather bilateral donors are interested to contebut

Climate Investment Funds.
A new Climate Investment Funds (CIF) was launchmediily 2008 by the World Bank Group. The objectives
are (i) scaling up investments in low-carbon tedbgp (Clean Technology Fund) and (ii) supportingieas
programs to test innovative approaches to climatem (through the so-calleSitrategic Climate Fund).
The Strategic Climate Fund also implies the elaimmeof a Forest Investment Program (FIP) as onghef
targeted programs. The CIFs combine significantcessional financing with international financial
institutions, public and private sector flows, tfdobal Environment Facility (GEF) and other climate
financing (such as carbon finance).

Forest Investment Program (FIP)
A 2007 UNFCCC stud§ and the recent mapping study on forest financimgced® have shown that the
current financial flows into the forest sector gmssly inadequate for meeting the investment neéeds
address climate change through forest measuresef@UREDD programs such as the Forest Carbon
Partnership Facility as well as the UN-REDD are designed to cover transformational investments
necessary to achieve emission reductions. Thedkerges are recognized by the Forest InvestmergrBno
(FIP) as one of the targeted programs. FIP is & mew initiative. The so-called FIP Design Meetimas
been held on 15-18 of October 2008 in Washington Tf& FIP should be established by the end of 2008
with a view with to mobilizing significantly incread funds (in the order of magnitude of US$1000ioni)
to accelerate efforts in developing countries tduce deforestation and degradation, and to promote
improved sustainable forest management, includiogest restoration as a means to reducing carbon
emissions and the protection of carbon reservoirs.

35 UNFCCC. 2007. Investment and Financial Flows talreds Climate Change. Bonn.
% PROFOR. 2008. Mapping of Existing and Emergingr8esi of Forest Financing
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Bilateral Cooperation
Cooperation agencies from donor countries includgnams that facilitate CDM activities and trade of
CERs, inter alia: Austria, Australia, Belgium, Degmk Finland, France, Germany, Italy, Japan,
Luxembourg, The Netherlands, Portugal, Spain, Swedhel the United Kingdom (see annex 10.6 for more
detailed information)

Forestry activities are included in different wéaiysll these programs.

3.3.2 Adaptation

According to the OECD, from an economic perspectidaptation should be evaluated in terms of whethe
and by how much, the benefits of such actions ekt¢ke costs incurred (Agrawala & Fankhauser, 2008).
However, this approach to funding adaptation faees major difficulties. The first is how to quantithe
cost and benefits given the high uncertainty as$edito the local manifestations of climate changes
second relates to the difficulty of allocating thdsnefits and costs when focusing on a speciimse

Funding adaptation activities could be pursuedleast partially, in a similar way as funding forhet
sustainable development and environmental goale bther development projects, adaptation projdots
not necessarily produce direct and tangible inctonéhe investors -at least not in the short term.

This chapter examines the current internationatiifugn mechanisms for adaptation and some possésilfor
additional funding within the national context. \fesent three main types:

e Funding mechanisms under the UNFCCC and its KP
e Other multilateral and bilateral options
« Domestic funds for financing adaptation

3.3.2.1 Funding mechanisms under the Convention and it§dkootocol:

Three funds were created as part of the Marrakesloiis that consider adaptation to climate chahge.

of them were created under the Convention (DecP77C the Special Climate Change Fund (SCCF) aad th
Least Developed Countries Fund (LDCF). A third nedbm, the Adaptation Fund, was created under the
Kyoto Protocol (Dec. 10/CP.7).

The operation of the two Convention funds has tessigned to the Global Environmental Facility (GEF)
Further, the GEF has established the Strategicifram Adaptation (SPA) as part of its Trust Fund.

At its third session, the Conference of the Pag@wing as the Meeting of the Parties to the Kyartatocol
(CMP) decided to establish an Adaptation Fund Bdarderve as the operating entity in charge of the
Adaptation Fund. The Adaptation Fund Board is cosepoof 16 members and 16 alternates, and meets at
least twice a year in the country hosting the UNBCcretariat. The CMP also invited the GEF to jglev
secretariat services and the World Bank to servihedrustee of the Adaptation Fund on an interami®
(see figure 7).

Figure 7 Funding mechanisms for adaptation underghConvention and its Kyoto Protocol



ITTC(XLIV)/ICRP1
Page 33

Global Environmental Facility Board of the
GEF Adaptation Fund

' Operational Entity

Least
Special Developed
Climate Countries
Change Fund Fund
(SCCF) (LDCF)
(Dec. 7./CP.7) (Dec. 7./CP.7)

Strategic
Priority on
Adaptation

Adaptation

Fund

Fund
(AF)
(Dec. 10/CP.7)

(SPA)

[J]

ey

-

§ United Nations Framework

2 Convention on Climate Change Kyoto Protocol
5 UNFCCC KP

= .

o

S

The Special Climate Change Fund
The SCCF under the Convention was establishechéméie projects in NAI countries relating to adaptgt
technology transfer and capacity building; energggnsport, industry, agriculture, forestry and weast
management; and economic diversification. Therecareently 10 priority areas: water, land managetnen
agriculture, health, infrastructure developmenggiie ecosystems, integrated coastal zone managemen
disaster risk management and prevention.

The Least Developed Countries Fund
The LDCF supports the implementation of Nationalapthtion Plans of Action (NAPAs) which identify
‘urgent and immediate adaptation needs'the least developed countries (LDCEhe LDCF has so far
supported the preparation of NAPAs in 47 LDCs arnilll also support implementation of priority actions
identified in completed NAPAs. Although NAPAs hazecommon template and methodology developed by
the LDC Expert Group, they are elaborated in-couwith no interference from the LDCF or the GEF.

The Strategic Priority on Adaptation (SPA)
The GEF's Strategic Priority on Adaptation, parttbeé GEF's Trust Fund, is aimed at showing how
adaptation planning and assessment can be practicaislated into projects that provide real béeeSPA
Projects should primarily target Global Environneenefits under the GEF focal areas, whereastther
GEF administered funds have development and poedigtyiation as their primary focus.

Adaptation Fund:
The Adaptation Fund was established under the Kfawtocol to finance concrete adaptation projeats t
help developing countries cope with the effectsliohate change. Currently, the Adaptation Fundllisd by
means of a 2% levy on projects under the CDM anebigh about 37 million Euros. Considering the nemb
of CDM projects in the pipeline, this figure wikpidly increase to an estimated 80-300 million USEhe
period 2008-2012. The Adaptation Fund Board witleeas the operational entity managing the Fundés Th
Board will ensure that the guidelines and procesltme accessing the Fund are established. As tidelines
are not yet defined it is premature to analyzertie of coping strategies related to forest.

Financing options at the international level Pledge

Special Climate Change FL (SCCF $90 milion

Least DevelopeCountries Fund (LDCI $180 milion
Strategic Priority on Adaptation (SF (GEF Trust Func $50 milion
Adaptation Fun ~$80— 300 million
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3.3.2.2 Other Multilateral and Bilateral Funding Options

In addition to the funds mentioned above, thereather multilateral and bilateral organizationstthéer
funding opportunities for adaptation to climate mp@ Multilateral institutions such as the Caribbea
Development Bank (CDB), the European Commission)(BCthe European Commission Development
(ECD) offers such opportunities. The inclusion ofefst ecosystems and the participation forest dépen
people in programs and projects funded by thesenizgtions varies.

Many bilateral cooperation organizations are ateodasingly including adaptation to climate chaimggheir
portfolios. Some examples are the cooperation ageffiom Switzerland, Holland or the USA. With resp

to bilateral cooperation funds going to adaptatmrclimate change it is especially important tolude the
efforts undertaken under the OECD in mainstreamadgptation to climate change into development
cooperation. Currently the OECD is preparing a @oda® on Integrating Adaptation into Development Co-
operation. It is formally targeted at members a&f @ECD Development Assistance Committee (DAC) and i
in line with theParis Declaration on Aid EffectivenesBhe Guidance seeks &tign donor support with the
strategies, institutions and procedures of partoentries. The guidance is scheduled for compldtioiate
2008 and for approval by the DAC in mid 2009.

3.3.2.3 Domestic Financing Alternatives

Financing alternatives can be found in the natiooaltext. Sources can include:

« National budget: Public resources that are allocated under a gowemh policy or programThe
establishment of an (forest) adaptation policytlfatregional or local level) should imply the cieatof
institutional arrangements in favour of financirdpptation, including allocation of national fundsda
for donor nations, the maintenance of internatiduatls.

* Feesl/taxes: The establishment of financial tools such as faetaxes (i.e., from gasoline, real estate,
bank transfers) is a way to generate resourcesrfeironmental investment. Although this alternative
can be seen as a way to share costs, it is possdilelimate change will also affect taxpayers.

» Funds: More than a financing alternative, the funds ated to channel financial resources. The fund
specifies the type of activities that will be firaa (eligibility criteria), the requirements to aiot
financing, maximum amounts, financial conditionsd aesponsibilities of the participants in the pobj
An unavoidable inconvenience in this case is thmiagtration and operation costs, which may be high

* Anunavoidable inconvenience in this case is theiaidtration and operation costs, which may be high
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4  Carbon Markets

One can distinguish between three carbon marketsetaimed at fulfilling commitments under the koyot
Protocol (Kyoto regulated marked) those regulatedtkets outside the Kyoto Protocol , and those tigadi
voluntary emission reductions (voluntary markesge(figure 6). In both markets there are two mé&dalpf
trading options: permits or allowance trading, anoject.

Figure 8: Carbon markets
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Since 2004 all markets have steadily grown. In 2604200 MtCQe were traded, while in 2007 the volume
went over 2500 MtCO2e. However, the inclusion &f fibrest sector in this growth is relative small.

This reduced participation of the forest sectos isonsequence of the fact that forestry activigspecially
those under the CDM, are not included in the biggewket - the EU Emission Trading Scheme (EU ETS).
For this reason many potential buyers have lostést in forestry activities as these seem to $®\laluable
as a consequence of the decision made by the Eamdpeion.

Figure 9: Size of the market
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4.1  Kyoto Market

Forestry activities in the tropics under the Kyotgulated market are reduced to afforestation and
reforestation in the CDM (A/R CDM). Let us take @k on possibilities to trade Certified Emission
Reductions (CERSs) from these activities in therima@onal Kyoto markets.

4.1.1 Allowance based markets (cap and trade)

4.1.1.1 European Union GHG Emission Trading Scheme

On January 2005 the European Union Greenhouse @ussiBn Trading Scheme (EU ETS) commenced
operation as the largest multi-country, multi-se@G emission trading scheme worldwide. The schisme
an allowance-based transaction system that enalelesloped countries and countries with economies in
transition to purchase carbon credits from othereltgped countries and economies in transition tbllfu
their emission reductions commitments. It is basedirective 2003/87/EC, which entered into forece2b
October 2003, and involves all EU member stateedi® traded under the system are called European
Union Allowances (EUAs). According to the World Bann 2007 the EU ETS market traded 2,060.8
MtCO2e, and the market was valued at $50,097.4iamil{Capoor and Ambrosi, 2008). Unfortunately,
forestry activities in developing countries are yet eligible in the EU ETS.

4.1.1.2 Green Investment Scheme

The Green Investment Scheme (GIS) is a newly deeelovoluntary mechanism in the framework of the
Kyoto Protocol’'s International Emissions TradindeT). It is designed to achieve greater flexibility
reaching the targets under the Kyoto Protocol whikserving the environmental integrity of IET. @&ndhe
GIS a Party to the Protocol expecting that the kigment of its economy will not exhaust its Kyotootg,
can sell its excess Kyoto quota units (AAUs) totaro Party. As the GIS is a scheme only usefulRianex

| countries it is not yet an option for promotingfigation forestry activities in the tropics.

4.1.2 Project based transactions

The CDM accounted for the vast majority of projbased transactions (at 87% of volumes and 91% of
values) and JI saw transacted volumes doublingzahees tripling in 2007 over the previous year. Ti2M
alone saw primary transactions worth US$ 7.4 billi{€ 5.4 billion), with demand coming mainly from
private sector entities in the EU, but also from gdVernments and Japan (Capoor date?). Unfortynaiel
inclusion of forest activities in the CDM marketsill extremely reduced, even below 1% (see Fidue

Figure 10: Distribution of the CERs according to spe
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Afforastation /Raforestation Energy/Industry [renewable and non-renewable
: s sources)55.41%

Energy distribution [0.0%)

Energy demand [1.2%)

Manufacturing industries (5.14%)

Chemical industries {2.6%)

Construction (0.0%)

Transport {0.13%)

Mining/mineral production {0.67%)

Metal production {0.13%)

Fugitive emissions from fuels {solid, oil, gas) {7.68%9
Fugitive emissions from production and

of halocarnons and sulphur hexafluorid (1.13%)
Solvent use {0.0%)

M waste handling and disposal (19.89%)

NI Afforestation and reforestation [0.07%)
o) Agriculture (5.94%)

Source: UNFCCC Secretariat, CDM Statistics, Oct@€8
4.2  Other regulated markets

4.2.1 Offsets markets in the United States of America

The USA has not yet ratified the Kyoto Protocol. drder to compensate for the lack of national2CO
regulation, several states have established thsim cegulations alone or in conjunction with others.
Legislation is also quickly evolving at the natibaad multi-state level as more states step upegtate on
climate legislation and members of Congress anr®wmeev legislative proposals on a monthly basisofAs
March 2008, legislators in the 1%10JS Congress introduced more than 195 bills, regwist and
amendments addressing climate cha@gerently, GHG emissions markets exist or may sadst under the
following regimes:

e Oregon Standard

¢ Regional Greenhaus Gas Initiave (RGGI)

¢ Global Warming Solution Act (AB32)

*  Western Climate Initiative

¢ Midwest Regional GHG Reduction Program (MRP)
¢ The Climate Registry

The majority of these schemes look for reduction&6HG emissions in the energy sector. However, soime
them, like the Oregon Standard, include sinks jptejdn general all these schemes trade emissiuctiens
occurred only in the USA. However they are incneglsi accepting purchase offsets from CDM projects.

4.2.2 The New South Wales Greenhouse Gas Abatement Scheme

The New South Wales (NSW) Greenhouse Gas Abate®emme (GGAS) is an Australian mandatory
state-level program designed to reduce GHG emissassociated with the production and use of etgistri
and to develop and encourage activities to offd¢G@&missions (Hamilton et al., 2008). The initiatidoes
not accept credits, such as CERs or ERUSs, fronideutbe state. According to the World Bank, outdtue
Kyoto markets, the NSW GGAS is the world's largesgulated cap-and-trade GHG market, with about
25.41 MtCQe traded in 2007 and an estimated value of US&LR24illion (Capoor and Ambrosi, 2008)

4.3  Voluntary Markets
The Ecosystem Market Place reporéll MtCOze transacted on the “over the counter market” i6720

Combined with the22.9 MtCOze transacted on the Chicago Climate Exchange (CCX20@7, a total
volume 0f65.0 MtCOze is said to have been transacted in the voluntatyotemarket in 2007.
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4.3.1 Chicago Climate Exchange (CCX)

The CCX was launched in the United States in 2@I3X Members make a voluntary but legally binding
commitment to meet annual GHG emission reductiogeta. Those who reduce below the targets have
surplus allowances to sell or bank; those who ebidve the targets comply by purchasing CCX Carbon
Financial Instrument (CFIl) contracts. Each CFI cactt (the commodity traded at CCX) represents 100
metric tons of C@Qequivalent. CFI contracts are comprised of Exgeafllowances and Exchange Offsets.
Exchange Allowances are issued to emitting Membemccordance with their emission baseline and the
CCX Emission Reduction Schedule. Exchange Offsetgienerated by qualifying offset projects.

CCX offsets are issued on a ex-post basis. Projeatt undergo third party verification by a CCX sped
verifier. All verification reports are then inspged for completeness by the Financial Industry Reguy
Authority (FINRA, formerly NASD).

CCX has developed standardized rules for issuingdoRtracts including forestry projects. In additito
EUAs, CCX members can also use CERs for compliaHosvever, given that secondary CER prices are
currently trading at much higher prices than CHiglee CCX, this option has not been exercised. G
does not separate out the number of project-batite from allowance-based credits exchanged hed t
CCX has not been able to provide insight in the Ipers behind the transactions. It is therefore iraindes

for us to determine the volumes on the CCX thakataally offset project related (Hamilton et 2008).

4.3.2 The Over-the-Counter Market (OTC)

Outside of the CCX one finds the wide range of mtdny transactions that make up a voluntary mamkgt
driven by any sort of emissions cap. Since thisketais not part of a cap-and-trade system, wherissiom
allowances can be traded, almost all carbon offaetshased in this voluntary market originate froroject-
based transactions. Because it does not operatefoianal exchange, these transactions were lalzsi¢de
voluntary Over-the-Counter (OTC) market in a reporépared by the Ecosystem Marketplace and New
Carbon (Hamilton et al., 2008).

This OTC market is also often referred to as tHenary offsets market. It is important to beamnimd that
offset credits also exist on the CCX. Credits ia @TC market are often generically referred to asfiéd

(or Voluntary, depending on the source) EmissiodlRéons (VERS), or simply as carbon offsets. Hosvev
voluntary buyers may also purchase credits fromcdtmpliance markets or the CCX. Because the OTC
market demand is not driven by a cap, especialthénretail market, the demand curve for offsechases
has as much in common with the markets for Faid@mar organic cotton as it does with the regulasethon
markets. Buyer motivations include wanting to manafeir climate change impacts, an interest in
innovative philanthropy, public relations, the neegrepare for (or deter) upcoming regulation,/anglans

to resell credits at a profitSuppliers in the offserket include retailers selling offsets onlinenservation
organizations hoping to harness the power of cafinamce, developers of potential J| or CDM progewith
credits that - for a range of reasons — are cugrerdt sold in the regulated markets, project depets
primarily interested in generating VERS, and aggte of credits.

Forestry projects were dominant in the OTC markeR006 with a share of 37%. In 2007 this share was
reduced to 15% (Hamilton et al., 2008). There aa@yrpossible reasons for this fall, including therement

in the offer of other kinds of projects (e.g. reade energy) or a potential loss of trust on fayeptojects.
Forestry projects, in particular those involvinfpaéstation/reforestation, have remained some ehighest
priced project types throughout 2006 and 2007, wigighted average prices of US$ 6.8 to US$ 8.2 per
tCOze (ibid). Due to the latest developments in theotiagons within the UNFCCC, where forestry
mitigation options, especially REDD, are under d¢d@sation, interest in forestry activities is inasing.
There are however many uncertainties regardinditaédecisions to be taken in Copenhagen in 2009.

4.4  Standards in forestry projects

Different standards have been designed to ensargulity of activities aimed at reducing GHG ernuiBs
and enhancing sinks. All standards consider thditguaf the carbon balance. Criteria and indicattos
other environmental impacts as well as for socigbdcts are different from standard to standardedstoy

activities are considered in all standards listedable 7 in different ways.

Table 7: Standards available for forestry activisie

37 For more information regarding the Chicago Clintaxehange visihttp://www.chicagoclimatex.com/
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Standards

web site

The California Climate Action
Registry’s Climate Action Reserve

http://www.theclimateregistry.org.

CarbonFix Standard

http://www.carbonfix.info

Chicago Climate Exchange Offsets
Program

http://www.chicagoclimatex.com/content.jsf?id=104

Climate, Community, and Biodiversit)
Standards

yhttp://www.climate-standards.org.

Greenhouse Friendly

http://www.greenhouse.gov.au/greenhousefriendly

Plan Vivo

http://www.planvivo.org/

Social Carbon

http://www.socialcarbon.com

Voluntary Carbon Offset Standard

http://www.carboninvestors.org

VER + Standard

http://www.lifepr.de/pressemeldungen/tuev-sued-axifh 16210.html

Voluntary Carbon Standard

http://www.v-c-s.org.

WBCSD/WRI GHG Protocol for

http://www.ghgprotocol.org/templates/GHG5/layoupa8lenulD=849

Project & Corporate Accounting

Currently, project developers have to pay for b# tosts of reaching a given standard. These stsda

however do not ensure neither the entry in a mar&et better offset price.
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5 Conclusions

In the previous chapters, a range of issues angopeds has been outlined in respect to forest-based
mitigation and adaptation options. Some key paimhy warrant emphasis at the level of a conclusion:

* While the land use sector, including forestry, is @m important source of anthropogenic GHG
emissions, it also has great potential for mitigatig climate change Forest-based mitigation activities,
including REDD, forest restoration and forest mamagnt, can contribute to mitigate climate change
through both GHG emission reductions and remowalsittiks. Only the forestry (and to a certain degree
the agriculture) sector offers these two possiegifor mitigation of climate change—all other sestcan
only contribute through emission reductions.

« Many forest-based activities have the potential ofbeing an appropriate and cost-effective
adaptation measure, reducing overall vulnerability of social systems and ecosystems to climate
change.Forestry, in particular, has an important role leoypManaging in a sustainable manner the 30%
of the global land area that is under forest cawidir not only contribute to the mitigation of clirte
change and contribute as an effective adaptaticmsuore, but has many other collateral environmental
and socio-economic benefits. This integrative vidarifies why it is so important to consider fomgst
options for mitigation in a consistent way and ag pf a wider development concept.

« The UNFCCC, its Kyoto Protocol and any kind of agrement for a post-2012 climate change
regime will have an impact on governing land-use ahforests in all parts of the world, particularly
in developing countries. An important consideration for policy makers is theed for effective
governance in the forest sector in order to achéeweeaningful role for the sector in mitigatingntdite
change.

* With increased attention to forests mitigation optons, particularly through the ongoing discussion
on REDD, it is expected that the countries who cléfiy forest and carbon tenure aspects and
effectively address illegality in forestry and landuse practices are more likely to immediately
benefit from future forest mitigatn incentives. Climate change-relevant investment in the forests
is a long-term undertaking. This requires secwiity respect to land-use and long-term commitment b
involved parties.

While managing and conserving the permanent fasttte — in particular in a tropical timber prochggci
country, there is a need to integrate both stragegieveloped through the climate change convention
(mitigation and adaptation). In this regard, a nembf observations and conclusions are relevant and
outlined hereaftéF:

(i) Forest-based Mitigation

Land use change, including deforestation, mostlhétropics, account for about 18% of global grerrse
gas (GHG) emissions. In most ITTO producer membentries, land use change constitutes by far thie ma
source of GHG emissions. Forests and woodlandspleiyl many roles in climate change mitigation tlgiou
emission reductions, carbon sequestration, ancnasbbstitution.

In many places REDD will be a necessary strategy rémlucing emissions, but it will need to be
complemented by other measures.Forest restoradinnhelp remove GHGs from the atmosphere (carbon
sequestration) and also has many co-benefits,dmgdupoverty alleviation, biodiversity conservatiand the
provision of other ecosystem services. The incibase of wood-based biofuels and wood products are
options for carbon substitution.

A task of the international community is to helpderstand and finance the cost of reducing GHG éomss
and enhancing carbon sinks through sustainabletfonanagement. This will not only lead to good $bre
practice but also improve local livelihoods.

To reduce deforestation, the value of forests tmldavners and forest users must be at least as gseat
alternative land uses. Incentives for REDD, thewefanust benefit the agents directly responsible fo
deforestation and forest degradation and act d@acamtive for reducing this destructive behavior.nhany

38 This section is mainly inspired from the delibéyas of the ITTO Expert Meeting on tropical foresisd climate
change in Yokohama, 30 April and 2 May. The autlidrthe present report were acting as facilitatdrthat meeting.

/...
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places, identifying and involving these responsiblgents are major challenges. Any potential REDD
approaches must avoid perverse outcomes, suctcasraging poor forest practice.
Countries could identify hotspots — those forestarmost under deforestation pressure — for tatgeEDD
activities. Demonstration activities are alreadstiteg this approach.

Sustainable forest management is not yet defingbdarinited Nations Framework Convention on Climate
Change (UNFCCC). ITTO has a strong understandirtgeprinciples of sustainable forest management, a
well as experience in implementing it in the trapic

To date, the Clean Development Mechanism (CDM) heats sufficiently encouraged afforestation and
reforestation (as defined by the Marrakesh Accofdfie Kyoto Protocol). Unless procedures are imedo
and transaction costs reduced, it is unlikely tHa A/R CDM will contribute substantially to the
enhancement of carbon sinks.

Many tropical countries have launched programsitoeiase the role of forests in mitigating climatarge.

In Brazil, the Amazon Fund is to be establishechwite aim of promoting effective reductions of GHG
emissions from deforestation in the Amazon. In Mexian approach has been developed to commit, as
permanent carbon sinks, those forests that arer the@reatest threat of deforestation. In Afrites Congo
Basin countries aim to place at least 20% of th&irBg production forests under management planz0dy

and have at least 7 million hectares certified astasnably managed. While this latter initiative rist
designed specifically to address climate changsillireduce both deforestation and the vulnerapitif the
region’s ecosystems and people to climate chandendhtherefore contribute to mitigation and adatn.
These and other national and regional initiatives \eorthy of international support aimed at mitiggt
climate change.

Robust and credible strategies to mitigate clinaiange through sustainable forest management should
recognize the historical forest management rolmdigenous and local communities and fully invotiiem
in decision-making and benefit-sharing.

Studies are urgently needed on the implicationsliofate change for sustainable forest managemettitein
tropics, on the role of tropical forests in mitigat climate change, and on national and internation
approaches to meeting the costs associated witagimantropical forests in the context of climatace.

The ability of countries to monitor carbon stockdarests is highly variable. Tools are increasgiragyailable
to assist in this task but, in many countries, @ffe monitoring will require significant work ar@apacity
building to establish reliable reference data feasuring deforestation and forest degradation.

Wood is a carbon-neutral material and a renewaddeurce. Bioenergy production from forestry and the
substitution of fossil-fuel-intensive products bypad products could be important approaches to atitig
climate change. Fuels produced from wood can héykeh energy efficiency than other bioenergy saosirce
but production costs must be reduced and the emvieatal and socioeconomic impacts taken into adcoun
Wood is often more carbon-friendly than other commaised building materials such as cement, plastet
steel. In certain cases, replacing one cubic ntétoencrete or red brick with the same volume witier can
save around 1 ton of carbon dioxide.

In many tropical countries, the traditional usemafod as fuel is still common and the industrial ofevood
for biofuel production is also likely to increasenhatically in coming years. More information issded on
the ramifications of wood-based biofuels for theeft sector, the availability of land, and climealt@nge.

(i) Climate Change Adaptation Agenda and Tropical Forets

Tropical forest ecosystems face many potentiabtisrdue to climate change, including changed pitatipn
regimes and the increased incidence and severipesfs, diseases, fire and storms. They might laéso
vulnerable to increased in-migration by and pressfnom environmental refugees. However, little
information is available on the nature of thesedis.

The impacts of climate change on forests could erkete poverty and the prevalence of human disease
while reducing the availability of forest-based diteonal medicines and other products and services
important for human wellbeing. Forest-dependenpfewill be particularly affected.

Low-lying coastal forests, particularly mangrovese likely to be affected by predicted sea levadsidue to
climate change, with huge implications for impottagcosystem services and human health. More
information on possible adaptation measures iretf@®sts is urgently required.
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Sustainable forest management provides a basiadaptation to climate change in forests by incregpsi
resilience, but there will be an ongoing need tassess forest practices. Many existing forest gemant
tools do not explicitly account for the possiblepgwts of climate change.

To minimize the impacts of climate change on foezsisystems and forest-dependent people, countilies
require flexible and equitable decision-making gs®es at local and national levels that allow &pid and
adaptable forest management responses.

Funding for forest-based adaptation is essentidglabcess by the forest sector to existing adaptdtinds
needs to be clarified and improved. More effores mquired to convince the international communoityhe
importance of adapting the forest sector to clintdt@nge.
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6 The Role of ITTO in the evolving forest and climatechange agenda

6.1 Experience

Up to the year 2004, ITTO’s involvement in climateange was limited to a number of projects subuhitte
countries (San Nicolas, Colombia; Jambi-pre-projed¢hdonesia) and capacity building through wodgs$
e.g. Korea Workshop on CDM in 2003; developmerthefCDM Afforestation/Reforestation Guidelines).

Since 2004, ITTO’s involvement was increased orrafenal and policy level due to the increasedraibe
that forestry became since the agreements to ategfforestation and reforestation in the CDM &mel
initiative of the rainforest nations to considewider scope on forests in the climate change agenda

In order to cope with the increased attention t@dts and climate change, the Council commissiones
reports, including the present one, to give anweer on the development of the forestry agenddimate
change. The two prior reports were:

Robledo, C. 2004.Developments in UNFCCC/IPCC Discussions Regardingrests and
Implications for Tropical Forests and Tropical TierProducersITTO report E-C36-14.

* Robledo, C. and O. Masera. 20@&velopments in UNFCCC/IPCC discussions regardadycing
emissions from forest degradation and deforestaton implications for tropical forests and
tropical timber producersPresented at the XLII Session of the Internatiohadpical Timber
Council. Paper No. 9. Port Moresby, Papua New Guine

Further ITTO has an ongoing program on capacitygmEmme in A/R CDM, which is aimed at building
capacity to develop and implement A/R CDM projectivdties in ITTO producer members. The current
output of the program are:
- Guidebook for the formulation of A/R projects undee CDM
- Capacity building workshops:
0 ASEAN-ITTO Regional Workshop on Perspectives of CBbrestry Projects in Asia and The
Pacific (Phnom Penh, Cambodia, 22-24 March 2006)
o0 ITTO Workshop on AR CDM for Sub-Saharan Africa(Agchana 2-6, October 2006)
o Latin American Regional Workshop on AfforestatiamaReforestation Projects Development
(Lima, Peru, 19-23 March 2007)
o African Regional Workshop on Afforestation and Regiation Projects Development under
the CDM (23-27 June 2008, Abidjan, Céte d'lvoire)
o0 Asia-Pacific Regional Workshop on Afforestation aRéforestation Projects Development
under the CDM (8 — 12 Sep 2008, Seoul, Korea)
o Latin American Regional Workshop on AfforestatiamaReforestation Projects Development
under the CDM. 29 September — 3 October 2008, BMatlarta, Jalisco, Mexico
Altogether the workshops have provide training feore than 400 technicians and policy-
makers in ITTO producers countries
- Selection of and support to PDD finalisation ofi@®fpprojects in Asia, Latin America and Africa

Since 2007, ITTO became more active on the inteonak policy front by participating as an obseruer
UNFCCC negotiations. ITTO was present in variouskivig groups and technical meetings organizedeén th
framework of the climate change agenda, includi@PCSBSTA and the specific UNFCCC working group
on REDD. ITTO had well attended side event at CGRA1Bali and the Executive Director got a slotlie
final statements at that conference. In 2008, IToF@anized an expert group meeting on tropical tsraad
climate change in May in Yokohama, participatedtiie SBSTA working group on forests in June in
Yokohama and attended the SBSTA meeting in Gharmhhad a representative at the Umea Conference on
Forests and Adaptation in August. ITTO was preserthe preparation of the Forest Carbon Partnership
Facility Meetings of the World Bank in July, at théN-REDD preparation meeting in September in
Washington and at the Global Forests Leader Foanganised in the World Bank, also in SeptemberQTT
was also a leading participant in the preparatibrthe CPF strategic framework document on Climate
Change.

Thus, the role of tropical forests in addressingnate change is an evolving challenge for the ITE@eeds
urgent attention of the Council, by:
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e Clarifying the role of ITTO in the international rigst related negotiation processes considering
climate change with particular reference to UNFC@@il COP15 (Copenhagen) and within the
CPF

« Developing the necessary internal mechanisms aald o order to integrate a more holistic
approach to SFM, e.g. through the new ITTO ActidanPa Thematic Programme that integrates
climate change mitigation and adaptation and sediegtoject work in member countries

» Defining ITTO’s role in international climate chandunding mechanisms (e.g. in the UNFCCC
Convention Funds; in UN-REDD; in FCPF and the apéited Forest Investment Program)

* Analysing the potential impacts of UNFCCC decisians agreements on ITTO’s work.

6.2 Recommendations to the Council

The recommendations to the Council presented heee naainly based on the deliberations and
recommendations of the ITTO Expert Meeting on Rsresd Climate Change held in May 2008. It is
proposed that ITTO works on three fields of actiomlevelop an evolving agenda of SFM of tropicaésis

in the wider context of global climate change. Tiee fields of action are:

e Development Studies
e Capacity Building
¢ Knowledge management and information sharing.

These actions can be dealt with at two levels:him framework of ITTO as an organisation - through a
specific thematic line in the biennial work progmaes - and in the framework of ITTO member countries
through the instalment of a thematic programme datipg actions on reduced deforestation, forest
degradation and forest restoration and enhanciogystem services in tropical forests.

Further, the Council should mandate the ITTO saciatto be actively present in the implementatidithe
Bali Action Plan. The ITTO should particularly ensuits close collaboration within the CPF (in the
framework of the CPF Strategic Plan on Climate @edrand with selected CPF members in facilitating
piloting actions including the development of metblmgies, the promotion of best practices and aqugives

on sustainable forest management, including nafarakt management, forest restoration, afforestadind
reforestation.

More detailed recommendations are listed undef 6:%.3.4.

6.2.1 Developing Studies: Strengthen ITTO’s role in SFM its links to the climate change agenda
Developing studies are commissioned by the ITTOedadat and are an integrative part of a specific
thematic line of the biennial work programme. Cdesing the urgency that is imposed by the negotiati
calendar of the UNFCCC (Decision on mitigation op§ in forestry, especially REDD by December 2009 a
the COP in Copenhagen), the Council should decideagree at its #4Session in November 2008 about an
addition in the current 2008/2009 work programmed dacide out of the following list of actions tckée
those with urgency:

1. Continue to monitor international processes thitteeto climate change mitigation and adaptation
and the management of tropical forests and reguilaidbrm Council on such development

2. Study the implications of climate change for susthle forest management in the tropics.

3. Develop guidelines for climate change mitigatiom @uaptation options in tropical forests and for
accounting for carbon in forest management plads &8RO projects

4. Update the ITTO Criteria and Indicators of Susthlea-orest Management in Tropical Forests to
reflect the current state of knowledge on climdtarnge

5. Assist in the improvement of modalities and procedun the A/R CDM and CDM institutions.

6. Analyze the possibility of introducing the concegtforest restoration to the post-2012 climate
change negotiation process within the UNFCCC.
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Study methods for accounting for the permanen@adjon in harvested tropical wood products.

Commission studies on the substitution potentiabobd products and their role in climate change
mitigation.

Analyze approaches to financing tropical forestelamitiatives to climate change mitigation and
adaptation.

Capacity Building of policy makers, forests managemand communities on SFM in the
framework of climate change

Capacity building can be either in the frameworktef proposed specific thematic line in the biehwiark
programme (as e.g. in the past the workshops on fB&ISFM, forest restoration workshops or project
formulation workshops) or through project actistiat the level of the member countries (see 6.3.4).
Capacity building activities in regard to SFM arithate change could comprise:

1.

6.2.3

Through regional and national training workshopd smbsequent piloting projects under a thematic
programme as suggested in 6.3.4, help member éesitdrbuild forest-sector capacity to mitigate
and adapt to climate change, including by:

a. supporting regional collaboration on the role apical forests in climate change
mitigation and adaptation

b. encouraging national consultation processes omatitin and adaptation in the forest
sector

C. encouraging the development of policy and institail frameworks that support the role
of tropical forests in climate change mitigatiordadaptation.

Support member countries in the assessment andariagiof forest carbon stocks and forest-
based carbon emissions within their national foregtntory systems and facilitate the exchange of
good practices and test-results of new methodadogiel technologies.

Support member countries in ensuring that foreBtypérameworks include climate change
considerations, and that tropical forest issuegad@n into account in national action plans for
adaptation

Support local people to participate in and berfedit initiatives in forest-based climate change
mitigation and adaptation.

Continue to promote community-based forest enteegras a flexible strategy for assisting forest-
dependent people to mitigate and adapt to climaaage.

Contribute to the development of policies and glirgs to promote sustainable wood-based
biofuels in a way that does not jeopardize foodisgcand is consistent with the principles of
sustainable forest management.

In partnership with the private sector and othakeholders, encourage and assist governments to
promote the use of carbon-friendly wood productsdnstruction.

Knowledge and Information Sharing

Knowledge and Information Sharing could also beuegd through a specific thematic line in the biahni
work programme. Activities could includieter alia:

1.

Providing information and guidance on the managéroktmopical forest types particularly
vulnerable to climate change.

Conducting a global review of best practice in tigbased approaches to REDD and forest-based
carbon enhancement in the tropics.

Working with other members of the CollaborativetRarship on Forests and other relevant parties
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to ensure that modalities for REDD and the enhaecermf carbon sinks are user-friendly.

4. Actively providing the UNFCCC process with inforriwat on tropical forests and the role of
sustainable forest management in climate changgatidn and adaptation.

6.2.4 Create an ITTO Thematic Programme on Reducing Defstation and Forest Degradation and
Promoting Forest Restoration and Enhancement of Bystem Services

Promoting sustainable forest management considéuatioge climate scenarios can mitigate climate gean
and facilitate adaptation of ecosystems and pedpies. integrative approach will ensure long teriemsling
of the tropical forests while maintaining its fuiocts.

It is proposed to develop a Thematic Programmegaibe following lines:

Reducing emissions and enhancement of sinideforestation and forest degradation are examepfes
unsustainable forest management occurring in tebparests. Natural forest management, forest ratm,
reforestation and afforestation are substantiahefds in the sustainable forest management frankesmut
can enhance carbon sinks and conserve carbon st®ots GHG emissions from deforestation and forest
degradation as well the enhancement of carbon sanésissued directly addressed through the ITTO’s
objective on promotinthe sustainable management of tropical timber pioduforests.

Reduced emissions from Deforestation and Forestddagjon (REDD) and the enhancement of carbon sinks
have a central role in the Bali Action Plan. Sabhsitl pledges have already been made within this
framework for financing REDD activities in otherogesses (e.g. FCPF, UN-REDD) or are being to be
developed (e.g. FIP). The new funding mechanidms tonstitute a unique opportunity for ITTO argl it
member countries to access funds for working towatte common goal to manage tropical forests
sustainably.

Substitution Addressing the emerging demand of energy thrahghuse of sustainable biofuels based on
HWP and NTFP has an important potential for mifiggtclimate change. Addressing social and
environmental concerns in the production and comsiam of biofuels are essential for ensuring ifdaerm
positive effects. Other potential of substitutioithatropical HWP, especially in the constructiorctee need

to be considered in more detailed, as the stagaafledge is still relative limited.

Increasing adaptation capacity The consideration of future climate scenarios dheir impacts on
ecosystems and people should be seen as compleynengny mitigation option in the forest sectordéed
promoting sustainable forest management in theédsapill simultaneously reduce GHG in the athmosphe
while increasing resilience to many climate riskeg( also conclusions of the “conference on adapatio
forests and forest management to changing climatie @mphasis on forest health: a review of science,
policies and practices”, Umea, Sweden August 2008).

The objective of the thematic programme could idelinter alia:

Assist member countries to develop proposals flot projects on REDD and other forest mitigatioriops
as well as for increasing the resilience of tropioeests to climate change, and consider providingnce
for such projects, including

» Reduced deforestation and forest degradation pidabtimber producing forests and thus
contribute to REDD activities as defined in thenfework of the UNFCCC

» Toemphasize forest restoration, rehabilitatioderaded forest sites and secondary forest
management in the carbon sink agenda, as welf@est adaptation measure

» To support forest-dependent communities in achgsimstainable forest management and
develop strategies to enhance the capacity of tt@senunities to sustainably manage tropical
timber producing forests

* To support efforts for improving governance and batimg illegal logging that will contribute
to reduced deforestation and forest degradatiorpammiote sustainable forest management

The thematic programme will incorporate activitinsagreement with its goal and objectives propdsgd
members. The main thrust will be to achieve reduction in deforestation and forest degradaticsh real

enhancement of sinks. To achieve this it is ctduciaddress the role of local governments, fodegiendent
communities and private sector, to stimulate teelf-interest in sustainable management of thest@ed to



ITTC(XLIV)/CRP1

Page 47

build their capacities in that respect. Developt@rsystems for compensation for ecosystem ses\ioeld
be a relevant activity in this connection.

In addition, it is necessary to ensure good goveadhat contributes to sustainable forest managearel
combating illegal logging. Altogether, these eféortill contribute to reaching the central ITTO atijees of
sustainable forest management and poverty alleniads well as placing ITTO as a central contribtto
implementing forest mitigation and adaptation atiés relevant to UNFCCC.

*kkkk

“Avoid the unmanageable and manage the unavoidable”
(Sigma Xi)

*kkkk
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7 Abbreviations

AFOLU
Annex |
Annex |l

AR4
AR
ARWG
ARD

AWG-KP

AWG-LCA
BAP
CDM
CDM A/R
CER
tCER
ICER
CFRT
CH4

COo2
CoP
CMP

CPF

DD
EB
ENCOFOR

EU ETS
FAO
FCPF
GEF
GFP
GHG
GPG
Ha
HFC
HWP
IFRT
IPCC
ITTA
ITTC
ITTO
Ji

KP
LCA
LULUCF
MAI
MRV
NO
NAI

Agriculture, Forestry and Other Land Use

Annex to the Convention listing industisald and transitional countries

Annex to the UNFCCC, listing mostly OECDuntries, with additional commitments to
assist developing countries with funding and tedbgpptransfer

IPCC Fourth Assessment Report

Afforestation and reforestation

Afforestation/Reforestation Working Group
Afforestation, reforestation, deforestation @sequirement for Annex | countries in the
KP)

Ad Hoc Working Group on Further Commitmeri¢s Annex | Parties under the Kyoto
Protocol
Ad Hoc Working Group on Long-term CooperegiAction under the Convention

Bali Action Plan

Clean Development Mechanism

Afforestation and Reforestation projectigities under the CDM

Certified emission reductions

temporary CER

long-term CER

Community Forest Retention Trust Account

Methane

Carbon dioxide

Conference of the Parties

Conference of the Parties serving as the ngefinhe Parties to the Kyoto Protocol (also
known as COP/MOP)

Collaborative Partnership on Forests; The l4nioees of the CPF are the Center for
International Forestry Research (CIFOR), UN Food Agriculture Organization (FAO),
International Tropical Timber Organization (ITTOlpternational Union of Forestry
Research Organizations (IUFRO), CBD Secretariatredariat of the Global Environment
Facility (GEF), UNCCD Secretariat, UNFCCC SecretqrlUnited Nations Development
Programme (UNDP), United Nations Environment Progre (UNEP), World
Agroforestry Centre (ICRAF), World Bank, and Wonservation Union (IUCN). The
UNFF Secretariat supports the work of the CPF.

Deforestation and forest degradation

Executive Board of the CDM

Environment and Community-based Framewaresigning Afforestation, Reforestation
and Revegetation Projects in the CDM

European Union Emission Trading System

Food and Agriculture Organization

Forest Carbon Partnership Facility

Global Environment Facility

Global Forest Partnership

Greenhouse gas

Good Practice Guidance

Hectare

Hydrofluorocarbons

Harvested wood products

International Forest Retention Fund

Intergovernmental Panel on Climate Change

International Tropical Timber Agreement

International Tropical Timber Council

International Tropical Timber Organization

Joint Implementation

Kyoto Protocol

Life Cycle Analysis

Land Use, Land Use Change and Forestry
Mean annual increment

Measureable, reportable and verifiable

Nitrous Oxide

Non-Annex | Parties (see above), mostly depelg countries
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NFP National Forest Program

NLBI Non-legally binding instruments

NTFP Non-timber forest products

ODA Official Development Assistance

OECD Organization for Economic Co-operation anddédepment

PES Payment for Environmental Services

PDD Project Design Document

PFC Perfluorocarbons

REDD Reducing Emissions from Deforestation ande5bbegradation

SBSTA Subsidiary Body for Scientific and Technabad Advice

SFM Sustainable Forest Management

TARAM Tool for Afforestation and Reforestation Aged Methodologies

UNDP United Nations Development Program

UNEP United National Environment Program

UNFCCC United Nations Framework Convention on Cten@hange

UNFF UN Forum on Forests

WG | Working Group | (of the IPCC, see above), ases the literature on the physical science
basis of climate change

WG I Working Group 1l (of the IPCC, see above)sesses the literature on the impacts,
vulnerability and adaptation to climate change

WG I Working Group 1l (of the IPCC, see abovessesses the literature on the mitigation of

climate change, i.e. reducing GHG emissions
WMO World Meteorological Organization
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8 Glossary

Mitigation
This section presents the definitions regardinggaiiton as these are given in the decisions offRECCC.

Actual net greenhouse gas removals by sinks the sum of the verifiable changes in carbockstan the
carbon pools within the project boundary, minusitieease in emissions of the greenhouse gasesuredas
in CO2 equivalents by the sources that are inctkasea result of the implementation of the affaish or
reforestation project activity, while avoiding ddeitcounting, within the project boundary, attribl&ato the
afforestation or reforestation project activity enthe CDM.

Afforestation is the direct human-induced conversion of land ties not been forested for a period of at
least 50 years to forested land through plantiagdsg and/or the human-induced promotion of nateed
sources.

Baseline net greenhouse gas removals by sinissthe sum of the changes in carbon stocks in énson
pools within the project boundary that would havecwred in the absence of the afforestation or
reforestation project activity under the clean depment mechanism (CDM).

Carbon pools are those carbon pools referred to in paragrapbf2he annex to draft decision -/CMP.1
(Land use, land-use change and foresayd are: above-ground biomass, below-ground béspidter, dead
wood and soil organic carbon.

Cropland managementis the system of practices on land on which agitical crops are grown and on land
that is set aside or temporarily not being usedfop production.

Deforestationis the direct human-induced conversion of forefded to nonforested land.

Forestis a minimum area of land of 0.05-1.0 hectare& Wwite crown cover (or equivalent stocking levél) o
more than 10-30 per cent with trees with the péétd reach a minimum height of 2-5 metres at migtun
situ. A forest may consist either of closed forest fations where trees of various storeys and undetgrow
cover a high proportion of the ground or open forgsung natural stands and all plantations whiakehyet

to reach a crown density of 10-30 per cent or lreight of 2-5 metres are included under foresgrasareas
normally forming part of the forest area which &émporarily unstocked as a result of human inteifgan
such as harvesting or natural causes but whickxgrected to revert to forest.

Forest managementis a system of practices for stewardship and dskorest land aimed at fulfilling
relevant ecological (including biological divergityeconomic and social functions of the forest in a
sustainable manner.

Grazing land managementis the system of practices on land used for ln@stproduction aimed at
manipulating the amount and type of vegetationlaredtock produced.

Leakageis the increase in greenhouse gas emissions bgeswhich occurs outside the boundary of an
afforestation or reforestation project activity endhe CDM which is measurable and attributablehi
afforestation or reforestation project activity.

Long-term CER or “ICER” is a CER issued for an afforestation or reforé@staproject activity under the
CDM which, subject to the provisions in section &ldw, expires at the end of the crediting periodhef
afforestation or reforestation project activity enthe CDM for which it was issued.

Net anthropogenic greenhouse gas removals by sinksthe actual net greenhouse gas removals by sinks
minus the baseline net greenhouse gas removaigks/minus leakage.

Project boundary geographically delineates the afforestation oonedtation project activity under the
control of the project participants. The projedivaty may contain more than one discrete areanéll

Reforestationis the direct human-induced conversion of nondiwe land to forested land through planting,
seeding and/or the human-induced promotion of ahge&ed sources, on land that was forested but#sat
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been converted to non-forested land. For the dostmitment period, reforestation activities will limited
to reforestation occurring on those lands thatndidcontain forest on 31 December 1989.

Revegetationis a direct human-induced activity to increaséoarstocks on sites through the establishment
of vegetation that covers a minimum area of 0.08dres and does not meet the definitions of affaties
and reforestation contained here.

Small-scale afforestation and reforestation projectctivities under the CDM are those that are expected
to result in net anthropogenic greenhouse gas rat®doy sinks of less than 8 kilotonnes of CO2 peary
and are developed or implemented by low-income conities and individuals as determined by the host
Party. If a small-scale afforestation or reforastatproject activity under the CDM results in net
anthropogenic greenhouse gas removals by sinksegréd@an 8 kilotonnes of CO2 per year, the excess
removals will not be eligible for the issuance ©ERs or ICERSs.

Temporary CER or ““CER” is a CER issued for an afforestation or refor@staproject activity under the
CDM which, subject to the provisions of section Kldw, expires at the end of the commitment period
following the one during which it was issued.

Adaptation

This section provides definitions for the concegtsl terms regarding adaptation as used in the Atapt
Policy Framework.

Adaptation — a process by which strategies to moderate, cdthe and take advantage of the consequences
of climatic events are enhanced, developed, anteimgnted.

Adaptation baseline- An adaptation baseline includes a descriptioadafptations to current climate that are
already in place. Also see Baseline.

Adaptation Policy Framework (APF) — a structured process to developing adaptatiatesfies, policies,
and measures to enhance and ensure human devetopniea face of climate change, including climate
variability. The APF is designed to link climateatciye adaptation to sustainable development and othe
global environmental issues. It consists of fiveibaomponents: project scope and design, assessirent
vulnerability, characterizing future climate riskdeveloping an adaptation strategy, and contindhey
adaptation process.

Adaptive capacity — the potential or capability of a system to adju& changes in its characteristics or
behavior, so as to cope better with existing cleneariability and change. It is possible to differate
between adaptive potential, a theoretical uppernbaty of responses based on global expertise and
anticipated developments within the planning harizaf the assessment, and adaptive capacity that is
constrained by existing information, technology aesburces of the system under consideration.

Baseline (also called project baseline) — a description wfrent conditions, including existing or needed
information on socioeconomic conditions, climasksi and hazards, and of known system vulnerakiléiel
adaptations. See also vulnerability baseline amagadion baseline.

Climate change— any change in climate over time, whether dueatoinal variability or because of human
activity.

Climate change vulnerability - the degree to which a system is susceptible tonable to cope with, the
adverse effects of climate change, including clematriability and extremes. See also vulnerability.

Climate variability — variations in the mean state and other statig8osh as standard deviations, the
occurrence of extremes, etc.) of the climate onteaiiporal and spatial scales beyond that of ind&sfid
weather events. Variability may result from naturgkernal processes within the climate system (e
variability) or to variations in natural or anthagenic external forcing (external variability).

Coping range- the range of climate where the outcomes are luéaledr negative but tolerable; beyond the
coping range, the damages or loss are no longenatile and a society is said to be vulnerable.

Cost-benefit analysis A quantitative method that makes a detailed caiapa of the costs and benefits of a
particular measure, or set of measures. A dectsidund the project depends on the ratio of beséditcosts

/...
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— the higher the ratio, the more attractive thesgtment. Its major advantages are its verifiabkoboline
and its familiarity to ministries and planning agezs. Disadvantages include limitations regardivegability
to directly address equity considerations and seprenon-quantifiable benefits.

Evaluation — a process for determining systematically and caibjely the relevance, efficiency,
effectiveness and impact of the adaptation straseigi the light of their objectives.

Food insecurity — a situation that exists when people lack secacess to sufficient amounts of safe and
nutritious food for normal growth and developmend an active and healthy life. It may be causedhey
unavailability of food, insufficient purchasing pewy inappropriate distribution, or inadequate ustod at

the household level. Food insecurity may be chrosgéasonal, or transitory. More recent literatweuses

on livelihood security—an expansion of food segutid include multiple stresses and sectors to which
livelihoods might be exposed.

Hazard — a physically defined climate event with the ptitdrio cause harm, such as heavy rainfall events,
droughts, floods, storms, long-term changes in nodiaratic variables such as temperature.

Hybrid - “Hybrid” approaches apply uniform and site-spiecihethods in tandem and within an iterative
process to develop and assess the range of adapgattegies.

Indicator — an item that can be clearly characterized andilplgsquantified that represents an abstract
concept, such as human well-being.

Logical Framework Analysis Approach/Logframe — a project planning tool that includes projectlgpa
objectives and activities, with specific outputslaneasurable indicators of achievements.

Measure— see “Policies and measures.”

Monitoring — a mechanism or mechanisms to track progressptementation of an adaptation strategy and
its various components in relation to targets.

Policies and measures- usually addressed together, policies and measdéess the need for climate
adaptation in distinct, but sometimes overlappingysv Policies typically refer to instruments that
government can use to change economic and othevioes. Policies are usually composed of taxes,
command-and-control regulations (e.g., performaspecifications for technologies), market mechanisms
such as trading schemes, incentives such as sebdioi new management techniques, and information
gathering (as on the likely impacts of climate agnor dissemination (as on the merits of new teldgies

or behavior changes). Measures are usually speaifitons amenable to implementation, such as re-
engineering irrigation systems, planting differendps, or initiating a new industry. Many “projectould

be also termed “measures”.

Priority system - A priority system is the focus of the APF procdsss a system that is characterized as
highly vulnerable to different climate hazardswael as being strategically important at local amdiational
levels. It has been identified as a priority systamough a stakeholder-driven process.

Probability - defines the likelihood of an event or outcomeundag. Probability can range from being
qualitative, using word descriptions such as likely highly confident, to quantified ranges and &ng
estimates, depending on the level of understandirthe causes of events, historical time seriesfahde
conditions.

Reference scenarie- an internally coherent description of a possibtare without consideration of climate
change; the reference scenario is used for conguavigth alternative scenarios that include consitlen of
climate change and options for adaptation poliaig$ measures.

Risk (climate-related)— The result of the interaction of physically definhazards with the properties of the
exposed systems - i.e., their sensitivity or [paialnerability. Risk can also considered as tbhenbination

of an event, its likelihood, and its consequendes. -risk equals the probability of climate hararultiplied

by a given system’s vulnerability.

Scenario— a plausible and often simplified description ofsthe future may develop, based on a coherent
and internally consistent set of assumptions ablowing forces and key relationships. Scenarios rbay
derived from projections, but are often based oditashal information from other sources, sometimes
combined with a narrative storyline.



ITTC(XLIV)/CRP1
Page 53
Sector — a part or division, as of the economy (e.g., ti@nufacturing sector, the services sector) or the
environment (e.g., water resources, forestry).

Site-specific approaches Fhese approaches seek to develop and assessdlatidlgtation strategies on the
basis of specific perceptions of vulnerability thave emerged from the full range of stakeholdetbeasite
level (e.g., local communities, local project).

Socioeconomic vulnerability- an aggregate measure of human welfare that atiegenvironmental, social,
economic and political exposure to a range of hakpérturbations . See also vulnerability.

Stakeholder— those who have interests in a particular decj®dher as individuals or as representatives of
a group. This includes people who influence a deejr can influence it, as well as those affedigdt.

Strategy — a broad plan of action that is implemented thhopglicies and measures. Strategies can be
comprehensive (i.e., focusing on national, crossosal scales) or targeted (i.e., focusing on sjeséectors,
regions, or measures).

System- a system may be a region, a community, a houdehal economic sector, a business, a population
group, or other systems, such as an agriculturstesy, that are exposed to varying degrees to diifer
climate hazards, defined in TP 4 as events wittptitential to cause harm (see priority system).

Uncertainty — an expression of the degree to which a value, (#ng future state of the climate system) is
unknown.

Uniform approaches— These approaches seek to develop and assessdodiagatdtion strategies on the basis
of a comprehensive perception of vulnerability thety exist — for example across sectors, acrosengg
across development challenges.

Vulnerability — The degree to which an exposure unit is susdepti harm due to exposure to a
perturbation or stress, and the ability (or lackréof) of the exposure unit to cope, recover, adamentally
adapt (become a new system or become extinctantalso be considered as the underlying exposure to
damaging shocks, perturbations or stresses, rdtaarthe probability or projected incidence of thetocks
themselves. See also socioeconomic vulnerabilitycdimate change vulnerability.

Vulnerability baseline - A vulnerability baseline includes a descriptidncarrent vulnerabilities to climate
variability and events. Also see Baseline.
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10 Annexes

10.1 Countries with quantified commitments for the Kyoto Protocol

Partya Mt Clyr
Australie 0.00
Austria 0.63
Belarus

Belgium 0.03
Bulgaria 0.37
Canadz 12.00
Croatia 0.26b6
Czech Republic 0.32
Denmark 0.05
Estonia 0.10
Finland 0.16
France 0.88
Germany 1.24
Greece 0.09
Hungary 0.29
Iceland 0.00
Ireland 0.05
Italy 2.78
Japan 13.00
Latvia 0.34
Liechtenstein 0.01
Lithuania 0.28
Luxembourg 0.01
Monaco 0.00
Netherlands 0.01
New Zealand 0.20
Norway 0.40
Poland 0.82
Portugal 0.22
Romania 1.10
Russian Federation 33400
Slovakia 0.50
Slovenia 0.36
Spain 0.67
Sweden 0.58
Switzerland 0.50
Ukraine 1.11
United Kingdom 0.37

aThe list of countries in this table differs fromathfound in decision 5/CP.6 as a result of consalia undertaken
during the session.

b This figure has been added by decision 22/CP.9.

¢ This figure is changed from 17.63 to 33.00 by decid2/CP.7.

¢ This figure is changed from 0.18 to 2.78 by deciS6CMP.2.
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10.2 Background on key decisions of the COP with regartb LULUCF

The eligibility, modalities and procedures for feiry activities under the CDM are ruled by theduling decisions:
- “Marrakesh Accords”, COP 7, 2001 (FCCC/CP/2001/13):
o Decision 11/CP.7: “Land Use, Land-Use Change anddty”

o Decision 17/CP.7: “Modalities and procedures foclean development mechanism as defined in
Article 12 of the Kyoto Protocol”

- COP 9, 2003 (FCCC/CP/2003/6):

o Decision 19/CP.9: “Modalities and procedures fdiomstation and reforestation project activities
under the clean development mechanism in thedinstmitment period of the Kyoto Protocol.”

- COP 10, 2004 (FCCC/CP/2004/10)

o Decision 13/CP.10: “Incorporation of the modalitaasd procedures for afforestation and reforestation
project activities under the clean development raaim into the guidelines under Articles 7 and 8
of the Kyoto Protocol.”

o Decision 14/CP.10: “Simplified modalities and prdoees for small-scale afforestation and
reforestation project activities under the cleavetigoment mechanism in the first commitment period
of the Kyoto Protocol and measures to facilitatrthmplementation.”

o Decision 15/CP.10: “Good practice guidance for larsé, land-use change and forestry activities
under Article 3, paragraphs 3 and 4, of the Kyatatétol.”

COP 11 and CMP 1, 2005 (FCCC/CP/2005/10)

Two of the decisions above, which were originalrafted by the COP, were adopted by the first CMRictv took
place in Montreal, Canada, in December 2005 amturebered as follows:

o Decision 5/CMP.5 “Modalities and procedures foroaedktation and reforestation project activities
under the clean development mechanism in thedinstmitment period of the Kyoto Protocol.”

o Decision 6/CMP.1 “Simplified modalities and proceel for small-scale afforestation and
reforestation project activities under the cleavetigoment mechanism in the first commitment period
of the Kyoto Protocol and measures to facilitarthmplementation.”

- COP 12 and CMP 2

o No major decision on REDD or A/R
- COP 13 and CMP 3

o Decision 1/CP.13: “Bali Action Plan.”

o Decision 2/CP.13: “Reducing emissions from defatsh in developing countries: approaches to
stimulate action.”

o Decision 1/CMP.3 “Adaptation Fund”

o Decision 9/CMP.3: “Implications of possible changés the limit for small-scale
afforestation and reforestation clean developmestthranism project activities.”
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10.3 Definitions of forest and forest degradation in diferent international processes

ITTO ITTO defines various related termini:

Permanent forest estate (PFE)Land, whether public or private, secured by law &eg@t under
permanent forest cover. This includes land forpireeluction of timber and other forest products, for
the protection of soil and water, and for the covestgon of biological diversity, as well as land
intended to fulfil a combination of these functions

Planted forest: A forest stand that has been established by pliguati seeding.

Primary forest: Forest which has never been subject to human Hetaee, or has been so little
affected by hunting, gathering and tree cutting itsanatural structure, functions and dynamicsehav
not undergone any changes that exceed the elapiacity of the ecosystem.

Production PFE: That part of the PFE assigned to the productiotinober and/or other extractive
uses.

Protected area: An area of land and/or sea especially dedicatdtig¢grotection and maintenance |of
biological diversity and of natural and associatattural resources, and managed through legal or
other effective means.

Protection PFE: That part of the PFE in which the production oflier (or other extractive uses) |is
prohibited.

UNFCCC/KP Forests are defined in the Marrakech Accords dsvist

Forest is a minimum area of land of 0.05-1.0 hectares wiée crown cover (or equivalent stockipng

level) of more than 10-30 per cent with trees whith potential to reach a minimum height of 2-5 eet{r

at maturityin situ. A forest may consist either of closed forest fations where trees of various storgys
and undergrowth cover a high proportion of the gbor open forest. Young natural stands and all
plantations which have yet to reach a crown derity0-30 per cent or tree height of 2-5 metres|are
included under forest, as are areas normally fognpart of the forest area which are temporarily
unstocked as a result of human intervention sudfaagesting or natural causes but which are exgecte
to revert to forest.

Note: According to the modalities and proceduresaftorestation and reforestation within the CDM

each non-Annex | country had to submit their défini on forest for the first commitment period

within the ranges established in the Marrakech Ads¢Decision 19/CP.9).

IPCC Forest land: This category includes all land with woody vegetaticonsistent with thresholds used|to

define forest land in the national GHG inventoryb<livided at the national level into managed and

unmanaged, and also by ecosystem type as speicifiedIPCC Guidelinegsince forest management
has a particular meaning under the Marrakech As;@dsubdivision of managed forests as descrjbed
in Chapter 4 of the IPCC Good Practice Guidance_fotUCF may be required). The category also

includes systems with vegetation that currently falow, but are expected to exceed, the threstibld
the forest land category.

Further, in the Good Practice Guidelines for LULUDE IPCC uses the definition of forest agreed as

part of the Marrakech Accords.

FAO for FRA 2005 | ? [Forest?] Land spanning more than 0.5 hectaréstreies higher than 5 meters and a canopy cover of

more than 10 percent, or trees able to reach tteesholdsin situ. It does not include land that |s

predominantly under agricultural or urban land use.

Explanatory notes:

1. Forest is determined both by the presence eftamd the absence of other predominant land uses.
The trees should be able to reach a minimum heifybt metersn situ. Areas under reforestation
that have not yet reached but are expected to r@aamopy cover of 10 percent and a tree height of
5 meters are included, as are temporarily unstoekeds, resulting from human intervention|or
natural causes, which are expected to regenerate.

2. Includes areas with bamboo and palms providadhight and canopy cover criteria are met.

3. Includes forest roads, firebreaks and other Isopen areas, forest in national parks, naturervese
and other protected areas such as those of spgciiotific, historical, cultural or spiritual imsst.

4. Includes windbreaks, shelterbelts and corridbrsees with an area of more than 0.5 hectares|and
width of more than 20 meters.

5. Includes plantations primarily used for foresty protection purposes, such as rubberwpod
plantations and cork oak stands.

6. Excludes tree stands in agricultural productsystems, for example in fruit plantations and

agroforestry systems. The term also excludes treaban parks and gardens.

Forest Degradation

ITTO The reduction of the capacity of a forest to pradgoods and services. ‘Capacity’ includes the
maintenance of ecosystem structure and functions.
UNFCCC/KP None available yet.
IPCC a)A direct human-induced loss of forest values (patérly carbon). Likely to be characterised by a

reduction of the tree crown cover. Routine managerfrem which crown cover will recover within
the normal cycle of forest management operatigmisncluded.
b) Changes within the forest that negatively affeet $tructure or function of the stand and site, and
thereby lower the capacity to supply products anskovices.
¢) Direct human-induced activity that leads to a loeign reduction in forest carbon stocks.
FAO FAO 2000: A reduction of the canopy cover or stagkiwithin the forest through logging, fir¢
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windfelling or other events, provided that the gancover stays above 10%. In a more general sense,

forest degradation is a long-term reduction of dleerall potential supply of benefits from the fdres

which includes wood, biodiversity and any otherduaret or service.

FRA 2005: [?] Changes within the forest, which rtagdy affect the structure or function of the sdan

or site, and thereby lower the capacity to suppbdpcts and/or services.

UNEP/CBD/SBSTTA | A degraded forest is a secondary forests thatdsisthrough human activities, the structure, fiamgt
2001 species composition of productivity normally asateil with a natial forest type expected on that .
Deforestation
ITTO n.a.
UNFCCC/KP Deforestation is the direct human-induced conversidorested land to non-forested land.
IPCC Deforestation is the direct human-induced conversioforested land to non-forested land (considered

in IPCC 2003 as in the Marrakech Accords for thetigyProtocol).

FAO for FRA 2005

The conversion of forest to another land use oldhg-term reduction of the tree canopy cover be
the minimum 10 percent threshold.

Explanatory notes:

1. Deforestation implies the long-term or permariess of forest cover and implies transformat

into another land use. Such a loss can only beedaaisd maintained by a continued human-induced

or natural perturbation.

2. Deforestation includes areas of forest convertedgriculture, pasture, water reservoirs and urba

areas.
3. The term specifically excludes areas whererdesthave been removed as a result of harvesti

logging, and where the forest is expected to regge@enaturally or with the aid of silvicultural

measures. Unless logging is followed by the clepoh the remaining logged-over forest for t

ng or

he

introduction of alternative land uses, or the memaince of the clearings through continyed

disturbance, forests commonly regenerate, althaftgn to a different, secondary condition.
areas of shifting agriculture, forest, forest falland agricultural lands appear in a dynamic pat
where deforestation and the return of forest ofmguently in small patches. [To simplify reporti
of such areas, the net change over a larger atggicslly used.]

4. Deforestation also includes areas where, fompka, the impact of disturbance, overdutilization

In

changing environmental conditions affects the fotesan extent that it cannot sustain a tree cover

above the 10 percent threshold.
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10.4 ITTO member countries’ data in the National Communications

ITTO Producing Countries — AFRICA

Country Sector | Gross CO2| Gross CO2| Net CO2 | Rating Annual Total
emission removal emission Year / | Forest closed
(Gg)* (Gg)* (Go)* National Cover natural
(emissions) (removals) (emissions minu§ Commu- Change tropical
removals) nication 1990 —| forest
2000 (in 1000 ha)
(in 1000 ha)
Cameroon LUCF 28.196 -6.216 +21.979 1994 /1 -222 19.985
(-0,9%)
Central African| LUF 1.534 - 140.000 - 138.466 1994 /1 -30 4.826
Republic (-0,1%)
Congc Fores n.a n.a -70.12 1994/ -17 22.00(
(-0,1%)
Cote d’lvoire LUCF n.a. n.a. - 22.246 1994 /1 -265 3.248
(-3,1%)
Democratic LUCF 414.248 - 597.579 - 183.331 1994 /1 -532 126.236
Republic of the (-0,4%)
Congo
Gabor LUCF 2.307 - 503.28( - 500.97: 1994/ : -10 21.80(
(n.a.)
Ghana LUCF 5.738 - 25.618 -19.878 1994 /1 -120 1.634
(-1,7%)
Liberia LUCF 9.500 - 50.000 - 40.500 n.a. -76 4,124
(-2%)
Nigeria LUCF n.a. n.a. + 75.542 1994 /1 -398 4.456
(-2,6%)
Togc LUCF n.a n.a + 19.96¢ 1995/ -21 272
(-3,4%)

* (+) stands for CO2 emission and (-) for CO2 removal
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ASIA & PACIFIC
Country Sector Gross CO2| Gross CO2| Net CO2 | Rating Annual Total
emission removal emission Year ! | Forest closed
(Gg)* (Gg)* (Gg)* National Cover natural
(emissions) (removals) (e_missions communi- Change tropical
minus cation 1990 — 2000/ forest
removals) (in 1000 ha) | (in 1000 ha)
Cambodi LUCF n.a n.a - 19.63¢ 1994 /: -56 5.50(C
(-0,6%)
Fiji LUCF 2.14¢ - 9.98¢ - 7.84C 1994/ -2 747
(-0,2%)
India LULUCF | 37.675 - 23.533 +14.142 1994 /1 38 22.500
(0,1%)
Indonesia LUCF 559.471 -403.846 + 155.625 1994 /1| -1.312 100.382
('112)
Malaysie LUCF 7.63¢€ - 68.71: - 61.08: 1994 /: -237 19.14¢
(-1,2%)
Myanma LUCF n.a n.a - 9.40z 1990/ n.e -517 32.70(
(-1,4%)
Papua New LUCF n.a. n.a. +413 1994 /1 -113 30.150
Guinea (-0,4%)
Philippines LUCF 65.549 - 68.323 -2.774 1994/1 | 89 - 5.288
(-1,4%)
Thailanc LUCF 99.571 - 39.10: + 60.47¢ 1994 /: -112 10.12%
('017)
Vanuatt LUF n.a n.a -1 1995/ 1 442
(0.1)

* (+) stands for CO2 emission and (-) for CO2 removal
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LATIN AMERICA
Country Sector Gross CO2| Gross Net CO2 | Rating Annual Total
emission CO2 emission Year / | Forest closed
(Gg)* removal (Go)* National Cover natural
(emissions) (Gg)* (emissions Commu- Change tropical
(removals) :’;‘r:l‘:/als) nication 1990 — 2000 forest
(in 1000 ha) (in 1000 ha)
Bolivia LUCF 38.617 - 4,537 + 34.080 1994 /1 -161 47.999
(-0,3%)
Brazil LUCF n.a. n.a. +776.331 1994/1 -2.309 489.515
(-0,4%)
Colombie LUCF 16.54( n.a + 14.50¢ 1994 /: -19C 51.43;
(-0,4%)
Ecuado LUCF n.a n.a + 45.54! 1990/ -137 10.85¢
(-1,2%)
Guatemala LUCF 3.245 -42.904 - 39.659 1990/1 -54 2.824
(-1,7%)
Guyana LUCF 2.531 -29.195 - 26.664 1994 /1 -49 16.916
(-0,3%)
Hondura: LUCF 54.111 - 52.76: +1.38( 1995/ -59 3.811
(-1%)
Mexico LULUCF | 99.760 -12.883 +86.811 2002/3 163 33.120
(-1,1%)
Panama LUCF 20.455 -11.732 +8.722 1994 /1 -52 3.052
(-1,6%)
Peru LUCF 82.488 - 45.290 +37.197 1994 /1 -269 64.204
(-0,4%)
Surinam: LULUCF | 5.34( - 3.86% + 1.47% 2003/ n.a 14.10(
Trinidad and| LUCF n.a - 1.52¢ - 1.52¢ 1990/ -2 25C
Tobago (-0,8%)
Venezuela LUCF 35.780 -50.138 - 14.360 1999/1 18-2 49.926
(-0,4%)

* (+) stands for CO2 emission and (-) for CO2 removal
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ITTO Consumer Countries
Country Sector Gross CO2| Gross CO2| Net CO2 | Rating Annual Forest
emission removal emission Year / | Cover Change
(Gg)* (Gg)* (Gg)* National 1990 — 2000
(emissions) (removals) (emissions Commu- (in 1000 ha)
minus nication
removals)
Australia LULUCF 47.675 - 45.800 +1.875 2003/4 | 282
(-0,2%)
Canada LUCF 276.094 - 297.927 - 21.833 1999/3 . na
China LUCF 23.713 -431.192 - 407.479 1994 /1 @.80
(1,2%)
Egyp! LUCF n.a - 9.90C - 9.90C 1990/91/: | 2
(3,3%)
European
Union:
Austria LUCF 287 - 13.060 -12.773 2003 /4 8
(0,2%)
Belgium/ LULUCF n.a. n.a. - 3.359 2003 /4 -1
Luxem- (Gg equiv.) (-0,2%)
bourg
Denmar} LUCF n.a n.a -1.204 2003/« 1
(Gg equiv.) (0,2%)
Finland LULUCF n.a. n.a. -17.880 2003/4 8
(n.a.)
France LUCF 107.048 -160.121 - 53.073 2003 /4| 62
(0.4%)
German' LULUCF 42.30: - 78.55¢ - 36.25:2 2004 / « n.a
Greec LULUCF n.a n.a -5.63¢ 2003/« 30
(0,9%)
Ireland LUCF n.a. n.a. - 629 2001/3 17
(3%)
Italy LUCF n.a. n.a. -16.444 2000/3 30
(0,3%)
Nether- LUCF 5.324 - 2.563 +2.761 2003/4 1
lands (0,3%)
Portuga LUCF n.a n.a - 3.19¢ 2004 / « 57
(1,7%)
Spair LUCF 15.50¢ - 55.62: - 40.11¢ 2003/ « 86
(0,6%)
Sweden LUCF 117.640 - 139.139 - 21.499 2003/4 1
(n.a.)
United LUCF n.a. n.a. - 3.542 2004 /4 17
Kingdom (0,6%)
Japal LUCF 445.55° - 142.26. - 96.70¢ 1995/« 3
(n.a.)
Nepa LUCF 22.89¢ -14.77¢ +8.117 1994/95 /. | -78
(-1,8%)
New Zealand LULUCF 18.400 - 42.900 - 24.400 2083/ | 39
(0,5%)
Norway LULUCF 2.500 - 23.400 - 20.900 2003/4 31
(0,4%)
Republic of| LUCF 2.121 - 11.56¢ - 9.48¢ 2001/ n.a
Korea
Switzerland LUCF n.a. n.a. -1.700 2003/4 4
(0,4%)
United States of LUCF n.a. n.a. - 990.400 1999/3 388
America (0,2%)

* (+) stands for CO2 emission and (-) for CO2 removal

* * *
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10.5 Statement by the International Expert Meeting on Adiressing Climate Change through Sustainable
Management of Tropical Forests®

Key messages:
» Forest restoration and sustainable forest manageanenmportant measures for mitigating climatengea
They also have many additional benefits, includifagliversity conservation, the provision of otheogystem
services, and the alleviation of poverty.

e Tropical forests and forest-dependent people aghlhivulnerable to climate change. Measures to liedp
forests sector adapt to climate change are urgestyired.

e Sustainable forest management can help increaseetiiience of tropical forest ecosystems and feres
dependent people in the face of climate change.

e Bioenergy production from forestry and the substtu of fossil-fuel-intensive products by wood puats
could be important strategies for mitigating climahange.

e ITTO can play an important role in encouraging asdisting member countries to develop and implement
forest-based climate change mitigation and adaptatitiatives.

ITTO is an UN-established inter-governmental agemagked with promoting the conservation and sustdén
management, use and trade of tropical forest ressuiOn 30 April-2 May 2008, it convened an expegeting to
explore the role of sustainable tropical forest aggment in climate change mitigation and adaptation

Participants at the meeting explored existing amsbsible future schemes for reduced emissions freforestation and
forest degradation (REDD), reviewed other mitigataptions in the forest sector, and examined tleelie assist the
forest sector to adapt to climate change.

The meeting listened to the views of non-governngakeholders through representatives of ITTO dd&rAdvisory
Group and Civil Society Advisory Group and heardgaentations from the World Bank's Forest Carbortrieaship
Facility, the Forest Department of the Food andiddture Organization of the United Nations, then@e for

International Forestry Research, the World Agradtne Centre, a number of ITTO member countries, exgkerts in
the field of forests and climate change. It madeftliowing conclusions and recommendations

Recommendations

The meeting generated recommendations for ITTOjomalt governments, and members of the Collaborative
Partnership on Forests (CPF) and other relevarinizgtions.

A. Recommendations for ITTO

- Development studies

% International Expert Meeting on Addressing Clim@iegange Through Sustainable Management of Tropicat$ts,
held in Yokohama, Japan, on 30 April-2 May 2008a0ized by ITTO with the support of the governmehtiapan,
Switzerland and Norway and the City of Yokohama.
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1) Study the implications of climate change fortairable forest management in the tropics.

2) Develop guidelines for climate change mitigatéomd adaptation options in tropical forests andafarounting for
carbon in forest management plans and ITTO projectd update the ITTO Criteria and Indicators dét8unable Forest
Management in Tropical Forests to reflect the aurstate of knowledge on climate change.

3) Assist in the improvement of modalities and ehares in the A/R CDM and CDM institutions.

4) Analyse the possibility of introducing the coptef forest restoration to the post-2012 climdtargye negotiation
process within the UNFCCC.

5) Study methods for accounting for the permaneficarbon in harvested tropical wood products.
6) Commission studies on the substitution poteitialood products and their role in climate changggation.

7) Analyse approaches to financing tropical fotesded initiatives to climate change mitigation adeptation.

- Capacity building
8) Help member countries to build forest-sectoracity to mitigate and adapt to climate change udiclg by:

* supporting regional collaboration on the roldéropical forests in climate change mitigation addatation
* encouraging national consultation processes tigation and adaptation in the forest sector

* encouraging the development of policy and ingonal frameworks that support the role of tropittaksts
in climate change mitigation and adaptation

* supporting financial contributions to REDD ané tnhancement of carbon sinks

* supporting forestry officials in member countriegarticipate in climate change negotiations

9) Support member countries in the assessment andoring of forest carbon stocks and forest-based
carbon emissions within their national forest ineen systems and facilitate the exchange of good
practices and test-results of new methodologiegegtthologies.

10) Support member countries in ensuring that fquekcy frameworks include climate change consitiens, and
that tropical forest issues are taken into accounational action plans for adaptation

11) Encourage and assist member countries to depetiposals for pilot projects on REDD and
forest mitigation options and for increasing thsilience of tropical forests to climate change, and
consider providing finance for such projects.

12) Support local people to participate in and fiefrem initiatives in forest-based climate changéigation and
adaptation. In this regard, work with relevant estincluding other members of the Collaboratiegtifership on
Forests, to ensure that forest-dependent peopkfibélom REDD, the enhancement of carbon sink®rests and
payments for ecosystem services.

13) Continue to promote community-based forestrerites as a flexible strategy for assisting fedegiendent
people to mitigate and adapt to climate change.

14) Contribute to the development of policies anitlglines to promote sustainable wood-based bisfuel
in a way that does not jeopardize food securityiammbnsistent with the principles of sustainalle$t management.

15) In partnership with the private sector and p#takeholders, encourage and assist governmeptsitwote the use
of carbon-friendly wood products in construction.

16) Ensure that forest-based approaches to cliohgtege mitigation and adaptation fully consider the

need for good governance, equity, the involveménivil society and local communities, respect for
human rights, and poverty reduction.

- Knowledge management and information sharing

17) Provide information and guidance on the manageof tropical forest types particularly
vulnerable to climate change.
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18) Conduct a global review of best practice itnis-based approaches to REDD and fc-basec
carbon enhancement in the tropics.

19) Work with other members of the CollaborativetRership on Forests and other relevant parties
to ensure that modalities for REDD and the enhaecermf carbon sinks are user-friendly.

20) Actively provide the UNFCCC process with infation on tropical forests and the role of
sustainable forest management in climate changgatidn and adaptation.
B. Recommendations for national governments
21) Increase the capacity of personnel workingasadt-based climate change at the national anchatibral leve

22) Increase awareness among all stakeholdersding policy-makers, of the importance of
forest-based mitigation and adaptation optionsaitional responses to climate change.

23) Where lacking or insufficient, develop land-usepping and planning, inventory and monitoring
to assist adaptive land management.

24) Undertake demonstration activities to develog anderstand REDD and the enhancement of
arbon sinks in the context of climate change, idicig through ITTO support.

25) Promote community-based forest enterprisesfiexiale strategy for assisting local people to
adapt to climate change.

26) Use participatory consultation processes ¢ofiporate forests more fully in national developtregendas an
approaches to the Millennium Development Goals.

27) Support the involvement of civil society, conmities and other relevant stakeholders in national
policies and actions on forest-based climate chamjgation and adaptation.

28) Ensure that forest-based approaches to cliotetege mitigation and adaptation fully consider the
need for good governance, equity, the involveméoivil society and local communities, respect for
human rights, and poverty reduction.

29) Develop public awareness programmes on theriiaapoand dynamic relationship between forests
and climate change.

30) Study the feasibility of wood-based biofuellimate change mitigation compared to other gnatternative
31) Where appropriate, encourage the developmerdrafnunity-based wood energy programmes

32) Develop policies and guidelines to promoteanable woodased biofuels in a way that does not jeoparc
security and is consistent with the principlesustainable forest management.
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Recommendations for members of the Collaborative Rmership on Forests and other relevant organizatios

33) Generate information on the relationship betwieeests and climate change and support
national forest inventories and design monitorirgthmnds to assist in generating such information.
34) Strengthen research on the links between dirtlaénge, forests and human wellbeing.

35) Provide information and guidelines on the mamagnt of forest types that are especially
vulnerable to climate change.

36) Develop and test options for adapting the taestor to climate change.

37) Help build capacity among forestry officialsnimember countries to increase their awareness of
and participation in climate change negotiations.

38) Collaborate more strongly on assisting memtiersitigate and adapt to climate change.

39) Raise awareness of the role of forests in ¢érohange mitigation and adaptation.

40) Facilitate free access to remote sensing foritoidng the role of forests in climate change

mitigation and adaptation.
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10.6 Selected examples of cooperation programs includirfgrestry mitigation options

Austria

Austria has established a JI/CDM Programme whichldegen in operation since August 2003. with a budgabout
€300 million from 2003 to 2012 for the acquisitiof Emission Reduction Units (ERUs) und Certified iEsion
Reductions (CERs). The programme is managed byKimamunalkredit public consulting (http://www.ji-cdm
austria.at). Austria also contributes to the WdBlank's Community Development Carbon Fund (CDCFY #re
Ecosecurities Facility as well as the South Poleb@a Procurement Facility

Australia

he International Forest Carbon Initiative is a bayt of Australia's international leadership onu@dg emissions from
deforestation. The Initiative will support interiwatal efforts to reduce deforestation through theitél Nations
Framework Convention on Climate Change (UNFCCC)aiths to demonstrate that reducing emissions from
deforestation and forest degradation can be pah@&quitable and effective international agreeroertlimate change.

A central element is the Initiative's focus on depeg practical demonstration activities in thgioe, particularly in
Indonesia and Papua New Guinea.

Besides, Australia participates in other initiatvas he Indonesia-Australia Forest Carbon Partipersine PNG-
Australia Forest Carbon Partnership. Australia atsatributes to the World Bank's Forest CarborirReaship Facility.

(http://www.ausaid.gov.au/keyaid/mitigation.cjm

Belgium

Belgium has established funds at federal and redjimvels. With this aimed the Federal has laundienl tenders.
Besides, the Walloon government has invested inNoeld Bank's CDCF. The Flemish Economy Ministeesiswo
channels, tenders and its participation in the Négdral Carbon Credit Fund (MCCF).

Denmark

Besides its participation in the ET ETS, Denmadls ldeveloped two purchase programmes, the Danisb@alk,
which is purchasing CO2 credits from Central andt&a Europevfww.danishcarbon.dk The Ministry of Foreign
Affairs is purchasing credits from CDM projectsdaveloping countrieswiww.danishcdm.di

In addition, Denmark participates in two carbondsnDanish Carbon Fund managed by the World Bankthe
NEFCO Baltic Sea Region Testing Ground Facility.

Finland

Finland's mechanism-related activities can be éwithto two categories: (i) bilateral CDM and Jbjpct activities;
and (ii) investments in carbon funds. Finland Hasstfar invested in three multilateral funds: thetétype Carbon
Fund (PCF) of the World Bank, the Baltic Sea Rediesting Ground Facility, and the Multilateral CanbCredit Fund
(MCCF) of the European Bank for Reconstruction Beselopment. Bilateral project

activities are managed by the Finnish Environmenstitute through the Finnish Carbon Procuremengfmame
(Finnder). http://www.environment.fi/finnder

France

France is providing direct support to the preparatand development of climate-friendly projects auddivities,
including CDM and JI projects, using a

variety of tools dealing with institutional strehghing, project documents design and project fundin

Germany

Germany plans to meet its target primarily throufgimestic measures and has no public procuremegtgmone.
Nevertheless, since Germany has the highest nuaoflestallations taking part in the EU ETS, Gerntampanies will
be a major participant in the private market.

Besides, the German Government will extend the mami cap to which CERs and ERUs can be used witlarEy

ETS up to 20% for each facility during the peridid-2012.

.Germany has currently a broad variety of inteorel activities to foster private sector engagenventprising inter
alia workshops, the development of project portilistart-up financing of Carbon Funds and thdéidgd co-operation
within Memoranda of Understanding (MoU).

Italy

Italy has invested in World Bank Carbon Funds aB agin bilateral programs. Italy contributed teetWorld Bank's
Community Development Carbon Fund (CDCF) and toBi@Carbon Fund. The ltalian Carbon Fund has it® ow
capitalization.
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Japan
The government of Japan has been cooperating with host countries and providing comprehensive
support for capacity building necessary for sustainable CDM/JI projects. Japan has activities aimed at
facilitating projects through itsprogramm on Projeievelopment Assistance. Furthdéapan as created the
Japan Carbon Finance, which combines two modalities:
« Acquisition as a Project Participant
o Participate in projects, sign emission reduction purchasing agreements (ERPA) with
project implementers ,
¢ Acquisition from Project Implementers
o Purchase credits with ERPA from project implementers who have acquired or will
acquire credits in the future.

Luxembourg
Luxembourg has established a “fund to finance Kyotrhanisms” in 2005. The government also conebtd the
World Bank's Community Development Carbon Fund (ERC

The Netherlands

Netherlands has governmental purchase programnmiethdoacquisition of greenhouse gas reductionsutirothe
flexible mechanisms of the Kyoto Protocol and ftaiés the participation of the private sector loh ETS through its
CDM/JI approval policy. Besides, the country haschase agreements with the Governmental Agencye8¢otvem,
the International Bank for Reconstruction and Depelent, the International Finance Corporation,Ebheopean Bank
for Reconstruction and Development, the latin-ao@riregional bank Corporacion

Andina de Fomento, the private bank Rabobank aedgvernment of Indonesia. In addition, the Netadb
government participates in two carbon funds ofWwrld Bank: the Prototype Carbon Fund (PCF) anddommunity
Development Carbon Fund (CDCF). As a follow-up @PZMoP-2 in Nairobi The Netherlands decided torgjheen
its CDM efforts in Africa through a cooperation withe Netherlands Development Finance Company (FMO)

Portugal

Portugal has created the Portuguese Carbon Fu@d)For use in Kyoto Mechanisms. The PtCF hasstea in the
Luso Carbon Fund, a private trust fund regulatedti®y Comissdo do Mercado de Valores Mobilidrios] has
subscribed the Carbon Fund for Europe, launched thy International Bank for Reconstruction and
Development/World Bank and the European InvestnBamtk. It is examining further investments such tas Asian
Development Bank's Carbon Facility

Spain

Spain has designed an overall strategy for thedfisthe Kyoto Protocol’s flexible mechanisms. Thesffiactions
implemented, among others, are: the establishménthe institutional framework needed to use thexifike

mechanisms, the design of a multilateral and b#tapproach with non-Annex | countries, the eviadum of the
existing financial tools for the acquisition of dits in the international markets, and enhancingpeoation with private
sector and financial institutions.

Spain participates in several funds including tharish Carbon Fund, BioCarbon Fund, the CDCF aedCih Assist.
Spain has also signed an agreement with the AnBeaelopment Corporation (CAF) for the establishmeithe

Iberoamerican Initiative for CarboflIC), Spain participates in thidultilateral Carbon Credit FundMCCF) through
an agreement with the European Bank for Recon&ruand

Development and the European Investment Bank. lgjrthk latest initiative undertaken by the Spargskrernment is
the participation in the Asia Pacific

Carbon Fund (APCF) managed by the Asian Developfank,

Additionally the government has signed a Technabperation Programme with the Inter American Deprlent
Bank.

Sweden

The Swedish Energy Agency is managing the SwedBi @nd JI programme (SICLIP).

Through the Energy Agency, Sweden participatefiénAsian Development Bank’s (ADB) Asia Pacific Camkd~und.
Moreover, Sweden participates in the World Bankist®®ype Carbon Fund (PCF), and in the EuropeankBz#n
Reconstruction and

Development’s (EBRD) Multilateral Carbon Credit BUMCCF)
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United Kingdom
The UK has become a substantial centre for cantaating. This includes UK private investors and dsdies like the

European Carbon Fund who are managing their CDMsiment operations in London.

The UK has also established a Climate Change Rsofgifice (CCPO) which promotes private investmarthe CDM
and JlI project sectors in the UK, and provides gdnand bespoke advice to potential project invasto
(http://www.dti.gov.uk/sectors/ccpo/index.hjm




