Norway's International Climate and Forest Initiative

Background

Global warming is perhaps the greatest problemnéattie world today, and one of the most
challenging tasks the world community has evertbaatidress. Norway’s overriding goal is
for the average rise in global temperature to inétdid to no more than 2°C above the pre-
industrial level. According to the IntergovernmérRanel on Climate Change (IPCC), a
temperature rise beyond this level risks dangeamgisunpredictable climate change. The
poorest countries will be most severely affected.

According to the IPCC, global greenhouse gas eomnssnust be cut by 50-85% from the
2000 level by 2050, and must peak by 2015, in crml&eep the average rise in temperature
to 2.0-2.4°C. To achieve this long-term target,dbeeloped countries must reduce their
emissions by 25-40% by 2020, and developing caemtsiith rapidly growing emissions must
also cut their emissions substantially below prigeédevels. In practice, this means that large
parts of the world economy must make the shift feohmgh- to a low-carbon trajectory in a
relatively short period of time.

Greenhouse gas emissions from deforestation aedtfdegradation in developing countries
account for about 20% of the world’s total annughaopogenic C@emissions. These
emissions are not included in the Kyoto Protocohootments. According to the IPCC,
reducing emissions from deforestation and foregtatation is an important and appropriate
mitigation option, because it is relatively codteetive and can bring about large-scale
reductions in emissions relatively rapidly. ThetBh Stern Review draws the same
conclusion.

Measures to reduce deforestation will be essetatiathieve the target of limiting the
temperature rise to 2°C, which depends on emisgieaking by 2015. However, it should be
emphasised that efforts to reduce these emissiossime additional to and not a replacement
for efforts by more developed economies to redbe& emissions.

Reducing deforestation and forest degradationhvate substantial benefits in addition to the
reduction of greenhouse gas emissions. These mgasitive impacts on biodiversity and on
sustainable development, including poverty reductiod indigenous peoples’ rights. Thus,
reducing deforestation and forest degradation cadyze a triple dividend — gains for the
climate, for biodiversity and for sustainable deyshent.

It was against this background that Prime Miniders Stoltenberg launched Norway’s
International Climate and Forest Initiative durthg climate change negotiations at Bali in
December 2007, and announced that Norway is préparallocate up to NOK three billion a
year to efforts to reduce greenhouse gas emistiomsdeforestation in developing countries.
The initiative applies to all types of tropical ésts.

Reducing emissions from deforestation and foregtatkation in developing countries will be

a complicated, resource-intensive and costly psodewvill be a special challenge to establish
structures and capacity for building up monitorsygtems and sustainable land use and forest
management systems that will also have a long-&ffact. Early investments will be of

crucial importance, and the preliminary phase efwlork will be most difficult. It will not be
possible to achieve large cuts in emissions eveeyato start with, but Norway is taking a
long-term approach.



It will only be possible to achieve large-scaleuglibns in greenhouse gas emissions from
deforestation and forest degradation if these eamssare included in a global post-2012
climate regime. It will therefore be important te éble to demonstrate progress in developing
good projects and solutions, particularly as regandnitoring of emissions, before the
December 2009 Conference of the Parties underlihat@ Change Convention (UNFCCC)

in Copenhagen.

Goals

The primary objective of the Norwegian Governmentimate policy is to play a part in
establishing a global, binding, long-term post-28dgme that will ensure deep enough cuts
in global greenhouse gas emissions. Norway’s gofrithe average rise in global
temperature to be limited to no more than 2°C alibeere-industrial level with the help of
such a regime. The Climate and Forest Initiativestingive the greatest possible support to
efforts to achieve this goal.

Promoting sustainable development and poverty temiucs an overriding objective of
Norwegian foreign and development policy. It isréfere also an objective of the Climate
and Forest Initiative, in addition to the climatdated goals listed below. According to the
World Commission on Forests and Sustainable Devabop, 350 million of the world’s
poorest people depend almost entirely for theismibnce and survival on forests.

On this basis, Norway's International Climate andeBt Initiative has the following goals:

To work towardghe inclusion of emissions from deforestation awddt degradation in a

new international climate regimén essential basis for permanent, substantialatszhs in
greenhouse gas emissions from deforestation armddkegon is the inclusion of these
emissions in a global regime under the UNFCCC. ¢ysixperience gained through the
Climate and Forest Initiative, Norway intends taypa part in the design of a new climate
regime, and will in this connection emphasise thpartance of substantial transfers of
funding from the rich part of the world to develogicountries to finance measures to reduce
deforestation and forest degradation. A key godhefinitiative will be to contribute to the
development of a credible system for monitoringeasment, reporting and verification.

To take early action to achieve cost-effective agrifiable reductions in greenhouse gas
emissionsilt is essential for the initiative to establisrlg action to reduce emissions from
deforestation and forest degradation in developontries before a global post-2012 regime
is in place. In the preliminary phase, which is lhdto last for some time, it will in many
cases be necessary to focus on capacity buildmresults in the form of emission
reductions cannot be expected until later. During phase, progress will have to be
measured against milestones for the capacity Imgjlgrocess. Nevertheless, Norway will also
focus on emission reductions from the beginning, @mission reduction targets will be used
as soon as this is feasible.

To promote the conservation of natural forests &ontain their carbon storage capacity.
Conservation of natural forests is also importannhaintaining species and genetic diversity.
The Congo basin, for example, is home to more #8000 plant species, more than 1 000
birds and more than 400 mammals. Some tropicaldsldave a high proportion of endemic
species (i.e. species that occur nowhere elsesiavthld). It is impossible to put an accurate



figure on the value of this enormous biodiversayd we have only just begun to understand
ecosystem functions and use values. The tropicasfe form a “green belt” around the
world, which provides ecosystem services of cruamdortance for human society, economy
and culture, and offers great potential for theeligwment of medicines and other useful
substances.

Strategy

The challenges related to reducing emissions frefardstation and forest degradation in
tropical forest countries are reasonably well kno@arbon leakage — which refers to a
situation where emission reductions in one pathefworld are counteracted by rising
emissions elsewhere — is a concern at both nateorehglobal level. So is the need to ensure
that emission reductions in one year are not coacited by a rise in emissions the year after.
There are major scientific and political challengeslved in measuring carbon emissions
from deforestation and degradation, and in settfigrence emission levels. Many tropical
countries have little capacity for forest managetmand illegal logging and deforestation are
therefore serious problems. In addition, therecaresiderable challenges relating to the issue
of good governancéoreover, both economic and other factors areatiling as strong
drivers of deforestation.

Millions of people live in tropical forests and @@ on them for food, animal fodder,
fuelwood and building materials. It is a major ¢bage to find ways of ensuring that local
communities, including indigenous peoples, caniooetto harvest sustainably from the
forests, or that alternative livelihoods or pathe@nomic development are open to them.
Indigenous peoples and other local communitieslapendent on the species diversity and
ecosystem services of natural forests to mainteair tvay of life, and they also play a crucial
role in sustainable use and conservation of foréststherefore essential to protect
biodiversity and safeguard the interests and rightsdigenous peoples and other local
communities.

Addressing all these challenges will be a very dedimay process. However, the scale of the
challenges can be reduced through a systemattegit approach, and corrections can be
made as necessary if the action taken is not hakimmgesired effect. The main elements of
the strategy for the Climate and Forest Initiaave as follows:

* To play a part in establishing a credible systemnfionitoring, assessment, reporting
and verification of reductions in emissions fronflodestation and forest degradation.
This includes expertise and capacity for monitotiegds in forest cover and biomass,
for collection of data on forest carbon volumes &orcanalysis of data to provide
reports on emission levels. This capacity mustdtabdished both at national level in
the countries Norway selects as partners, andeanigtional level. The principles
established by the IPCC and in negotiations urttetMNFCCC must be used as a
basis in this work.

* To play a part in establishing a robust, effecewel flexible international architecture
for efforts to reduce deforestation and forest degraalaCoordination and
cooperation at both global and national level dlimportant, and will be given high
priority by the Climate and Forest Initiative, angosther things through cooperation
with relevant UN bodies, including the UN Envirorm®&rogramme (UNEP), the UN
Development Programme (UNDP) and the UN Food andcAlgure Organization



(FAO), and with the World Bank. The initiative willork towards the establishment
of:

0 A national coordinating unit for each forest couyntpreferably at government
level. This would be responsible for coordinatiffigis to reduce emissions
from deforestation and forest degradation (REDBYelboping strategies,
overseeing implementation and liaising with theinational support structure.

0 An international support programme for each natiomait, headed by the
appropriate international organisation preferredhgyrecipient country. This
would involve contributions from other internatidwaganisations, donor
countries, NGOs, research institutions and otlevatying degrees,
depending on their particular comparative advargagkeir most important
function should be to coordinate international cabotions and ensure that
REDD initiatives draw on all available internatibeapertise and capacity.
NGOs can play a particularly important role here.

0 A support structure at international levahcluding the organisation
responsible for quality assurance of monitoringesys and reporting of
emission levels. The support structure might aksgilsen other
responsibilities, including knowledge managemeygtesnatic communication
of information about tested methodologies thatlmamsed in practice, and
capacity building within REDD-relevant field§he support structure must be
designed in accordance with the framework estaddighrough negotiations
under the UNFCCC, and should not anticipate thearue of the negotiations.

All recipient countries that are selected as pastf@ the Climate and Forest Initiative
must have the clear political intention of workisygstematically to reduce
deforestation and forest degradation, and mugt deonstrate this in practice. This
work will includedeveloping and implementing national REDD stratsgaad
protecting the rights of local people and their agpnities for development.

Norwegian and international NGOs have been workimglimate- and forest-related
issues for many years, and have considerable ésg@ard capacity in this field. Close
cooperation with NGOs will therefore be essentabtir success. There will lae
strong emphasis on systematic cooperation witlcssEleNGOs, both at strategic level
and in individual forest countries, and with relevaesearch institutions at national
and international level.

In most cases;apacity building in the recipient country mustdyeen priorityin the
preliminary phase of the initiative. This will incde building capacity for monitoring
of forest cover and biomass, for measurement @fstazarbon volumes, for reporting
on emission levels, for policy development anddkgion, and for law enforcement.
The initiative will also contribute toapacity building at international levebuitable
international institutions, primarily within the Udystem, must be given adequate
resources so that they can build up the capadityishheeded.

Support for efforts to reduce deforestation aneé$bidegradation must be
performance-baseredible reference emission levels must be estadiss soon as
possible, and payments must be calculated on tie bathe reductions achieved
relative to the reference levels. During experéisd capacity building in the
preliminary phase, recipient countries must be ¢adgn their progress in relation to



interim milestones. Support will gradually be withain from partner countries that
do not achieve these milestones

* We must seek to ensure that Norway'’s initiative asta catalyst for contributions
from other countriesThe scale of the challenges involved in reducingssions from
deforestation and forest degradation is such gdtresults will only be achieved if
other countries also provide substantial resources.

» The projects and programmes Norway is involvedilhbve systematically evaluated
both to determine whether support should be coatinand with a view to ensuring
systematic transfer of learning.

The design of national strategies for reducing esisns from deforestation and forest
degradation

The principle of national ownership and preparatibstrategies at national level will be of
crucial importance for the success of REDD inti@$i. The international community must
ensure that support for this work is as consisturdinated and effective as possible. Some
key elements are described below. Some countries ¢r@e or more of these in place already,
whereas others must start from scratch. This méecountries’ strategies and the main
focus of their efforts will vary, but it must becandition for REDD partnerships that each
country draws up a national strategy and implemiemighin an internationally acceptable
framework.

It is of crucial importance that country strategies developed through a broad-based,
inclusive process, and that all key actors arergase opportunity to participate. It is also
important that all parties who may have an inflleeand an interest in REDD are drawn into
strategy development, so that it possible to maleeadi their different strengths. These may
include indigenous peoples, multilateral organaa] NGOs, civil society organisations, the
forestry industry, extractive industries and thenphtion sector.

Important elements of strategy development include:

» establishment of a system for monitoring forester@nd biomass and collecting data
on forest carbon volumes, and for reporting on siorslevels from deforestation and
forest degradation;

» incorporation of sustainable development concenafding opportunities for
economic and social development for the local patpah, conservation of
biodiversity and local and indigenous people’s tsgh

» establishment of systems and national plans togptesarbon leakage and ensure
lasting results;

» thorough analyses of the drivers of deforestatimhfarest degradation, and the best
ways of dealing with them;

» institutional and capacity building for nationaldalocal authorities, including anti-
corruption measures and measures to increase ar@mgy in forest and land use
management;

* mechanisms for compensation for ecosystem services;

» establishment of the necessary legal, administand economic framework for
sound, sustainable forest and land use managearmghf arrangements to ensure
compliance;

» cost effectiveness (maximum possible reductiomissions per unit of expenditure).



The Ministry of the Environment is drawing up a doent evaluating national REDD
strategies, which will be made public when it hasrbfinalised.

Project portfolio
The following channels and projects have been bshadal or will be established in the course
of 2009:

Multilateral channels

If efforts to reduce greenhouse gas emissions tteforestation and forest degradation are to
succeed, more countries and other actors — anerlarges than Norway — will have to be
involved. The best contribution Norway can mak®igiork towards the establishment of a
well-functioning international architecture thativeinsure that REDD initiatives are effective
and give them credibility. This is a valuable cdnition in itself, and can also encourage
other countries to take part. This is why Norwagsiders it so important for relevant
international actors to be coordinate their effoftsely and to establish mechanisms that will
ensure effective cooperation and coordination.

Norway'’s policy for ensuring a coherent internaéibresponse seems to be giving results.
The relevant UN bodies are cooperating closelhé&dN Collaborative Programme on
Reduced Emissions from Deforestation and Forestddegion (UN REDD). In addition, the
UN system, the World Bank and the African Developtrigank are looking into
arrangements for mutual participation in relevamds.

The UN system

The UN has established the UN REDD programme toduoate UNEP, UNDP and FAO
activities in this field, and to serve as conveioelREDD-related activities in the rest of the
UN system. The UN-REDD Fund has been establishedcaannel for funding. The UN
agrees with Norway on the need for coordinatiomt#rnational efforts, and has therefore
invited the World Bank to be represented on thergtg committee of the trust fund. UN
bodies will seek to coordinate their work with #erld Bank at national level as well. Steps
will also be taken to ensure the active involvenwrither actors, such as NGOs,
representatives of indigenous peoples, and exteattdustries that have a major influence on
deforestation and forest degradation.

The first phase of UN REDD will involve “Quick Staactions, with the objectives of
developing and ensuring national ownership of malistrategies, establishing systems for
monitoring forest cover and biomass and reportimgmission levels and general
administrative capacity building in selected piountries (Bolivia, Democratic Republic of
Congo, Indonesia, Panama, Papua New Guinea, Pgraarezania, Viethnam and Zambia).

To ensure a quick start to UN REDD, Norway hasdstito provide full funding, about USD
35 million, for the first phase of the work. Morertbrs will be needed at a later stage, and
Norway'’s aim is to act as a catalyst in this respiéthe results of the first phase are
satisfactory, Norway will channel substantially mdunds through UN REDD, and will use
this as one of the main channels for its effortsetfuce emissions from deforestation and
forest degradation. However, Norway’s contributiontater phases will have to be
channelled to fewer countries, and other donord thesefore be actively encouraged to
provide funding.

The World Bank



The World Bank has established the Forest Carbanétahip Facility (FCPF) to assist
developing countries in their efforts to reduce &sitns from deforestation and forest
degradation. It has dual objectivesbidld capacity for REDD in developing countries,
and to test performance-based incentive payments on a relatively small scale in some
pilot countries. A key task for the FCPF to begin with has beemémiify what assistance
tropical forest countries need to be ready to fake in afuture system of positive
incentives for REDD. Norway has already contributed USD 5 millionhgstwork.

The World Bank is also developing the new Foregestment Program (FIP) to mobilise
funds for efforts to reduce deforestation and fodegradation. Once the fund’'s framework
and mechanisms for coordination with other inteama initiatives have been established,
Norway will consider whether to contribute to itwlill be particularly important to evaluate
the degree to which the fund will complement UNodH so that their outcomes are mutually
reinforcing, and whether relevant recipient cowstrare showing an interest in the fund. The
same issues will be of decisive importance in degivhether to allocate further funding for
the FCPF.

Regional development banks

The Congo Basin Forest Fund (CBFF) has recently bstablished, hosted by the African
Development Bank (AfDB). The Fund will cooperatesdly with authorities, international
donors, NGOs and the private sector and will supgacivities that can build up national and
local capacity and expertise for sustainable fametagement. Norway has committed NOK
500 million to the fund for the period 2008—-2010eTUK, which took the initiative for the
establishment of the fund, has made a similar camenit.

The CBFF will coordinate its work with that of thiN and the World Bank, and with
national REDD strategies.

Bilateral programmes

As a general rule, bilateral channels will onlydsed in countries where multilateral
initiatives and/or multi-donor cooperation are als@rogress, so that the necessary capacity
is already in place or being built up. However, sa®ceptions will be made, generally for
two categories of countries. The first is countsash as Brazil that have already made so
much progress at national level that Norway can ediately provide performance-based
support for the implementation of an establisheatat)yy. The second category is countries
such as Tanzania, with which Norway has long, bizagked experience of cooperation on
natural resource management, and which have alstadgd internationally supported

REDD programmes.

Brazil

Brazil is the world’s largest tropical forest conntand has 30% of the world’s remaining rain
forest. Rapid deforestation has been a major pnoimdeBrazil for many years. However,
Brazil is also one of the countries that is takimg problem most seriously. The authorities
have established a national plan to reduce defdrest the Sustainable Amazon Plan, or
PAS. This has achieved substantial results inabkieféw years, and Brazil has allocated large
financial and human resources to continue its impletation.

The Brazilian Government is now intensifying itéoefs further, and has opened the way for
external support by establishing the Amazon Fuing. Fund will provide grants for projects
that support the Brazilian authorities’ effortsrénluce deforestation. On Brazil's own



initiative, payments to the fund are performandatesl, i.e. linked directly to reductions in
deforestation relative to a historical referenceleThe reference level will be updated every
five years.

Norway will allocate substantial funding to the Azoa Fund, NOK 100 million in 2008 and
NOK 600 million in 2009. The annual allocationseafthis will be linked to performance, in
accordance with the approach taken by the Brazdighorities.

Norway’s contributions to the Amazon Fund will fopart of its broad-based climate policy
cooperation with Brazil. A cooperation agreemens Waamally concluded by President Lula
and Prime Minister Stoltenberg when Mr Stoltenbasgted Brazil in September 2008. In
addition to support to the Amazon Fund, the codpmrancludes a systematic dialogue on
climate and forest policy. There will also be co@pen on the technical aspects of
monitoring, reporting and verification (includingmport for monitoring efforts in third
countries) and on identifying projects under theddl Development Mechanism (CDM) that
may be of interest to Norwegian investors.

Tanzania

Norway, together with UN REDD, will provide NOK 5@0illion towards the development
and implementation of a national REDD strategy amZania over a five-year period. Norway
will cooperate closely with other international@st particularly on the design of the
strategy, capacity building, and establishing systéor monitoring forest cover and biomass
and reporting on emissions from deforestation agtatation.

Norwegian and international research institutiomsdaNGOs

REDD actions are at a very early stage of developnaad involve major challenges and a
high level of risk. It is therefore important topnove the knowledge base, and Norway will
provide funding for research and development aatvin relevant fields. New, innovative
approaches are also urgently needed. Arrangemdhtkevefore be established for
allocations to research and development and peogectied out by educational and research
institutions and NGOs.

Grant applications will be assessed on the basasset of environmental and development
criteria, the most important being that projectsstraupport national REDD strategies where
these have been established, and the potentiaégdfrbjects for producing innovative
solutions. If such solutions function as intendéey can subsequently be implemented on a
larger scale. Possible examples include projectssiog on the role of indigenous peoples
and local communities in monitoring and sustainadgmagement of forests, and the
development of innovative financial mechanisms saglbompensation for ecosystem
services. Grants will also be provided for partatipn by developing countries in key
international processes, seminars, conferencestied arrangements that are part of efforts
to reduce greenhouse gas emissions from defomsttid forest degradation.

In addition, strategic partnerships have beenpetith selected NGOs and research
institutions. These are intended to promote inrionadnd to encourage systematic
knowledge dissemination and debate on the needlrieiw climate regime that includes
deforestation and forest degradation.



Allocations for these purposes will be administdsgdNorad (www.norad.njowhich will
also be responsible for considering applicatiomguioding that is not channelled through the
multilateral and bilateral channels described above

Other channels

Funding will primarily be provided through multieagl channels, with certain exceptions as
described above. Allocations to the Global EnvirentFacility (GEF) and the International
Tropical Timber Organization (ITTO) will be consred if they set up relevant programmes.

Organisation and staff of Norway’s International @hate and Forest Initiative

A project group in the Ministry of the EnvironmeBtgpartment for Pollution Control,
Section for Climate and Energy, has been appoiat@dplement the Prime Minister’s
initiative. The group cooperates closely with thaistry of Foreign Affairs and other
relevant ministries, and is drawing on expertiselanate- and forest-related matters in
multilateral organisations, NGOs and researchtutsins. A broad-based interministerial
coordinating group has also been appointed.

The members of the project group are as follows:

* Ambassador and Special Adviser Hans Brattgkans.brattskar@md.dep;nuffice
phone +47 22 24 58 71) is head of the project group

* Senior Adviser Leif John Fosfg@md.dep.ngoffice phone +47 22 24 59 13, mobile
+47 91 79 34 96). Responsible for projects in Saatst Asia. Thematic
responsibilities: programme design, national stiiate payment for ecosystem
services, good governance, rights of indigenouplesand local communities.

* Senior Adviser Marte Nordse{marte.nordseth@md.dep;raffice phone
+47 22 24 57 50, mobile +47 90 77 16 78). Resptm$ily projects in Latin America,
particularly Brazil. Thematic responsibilities: edmation with the climate
negotiations, contact with NGOs.

* Senior Adviser Inger Neefigh@md.dep.npoffice phone +47 22 24 58 88; mobile
+47 48 11 76 49). Responsible for projects in Ariespecially the Congo basin. This
entails close contact with the African DevelopmBahk. Thematic responsibilities:
development cooperation aspects of the initiative.

» Senior Adviser Per Fredrik llsaas Phafoip@md.dep.npoffice phone
+47 22 24 58 43; mobile +47 93 04 61 84) is dejmatyd of the project group.
Responsible for day-to-day coordination of theiative and trouble-shooting,
Norway’s role in the development of the internaibREDD architecture (including
Norwegian funding for and contact with UN REDD ahd World Bank funds FCPF
and FIP).

* Senior Adviser Andreas Tvetergas@md.dep.nooffice phone +47 22 24 58 97;
mobile +47 40 84 14 21). Responsibilities: foresilegy, monitoring systems for
forest and greenhouse gas emissions, contact @dtiant research institutions.

Special Adviser Jan Abrahamsen (forest policies and assessment of projects on the
basis of environmental criteria) will also provide assistance.

In addition, the project group will be assisted by the following members of the
Norwegian delegation to the negotiations under the UNFCCC: Senior Adviser Hanne
Bjurstrem (head of the delegation) and Deputy Director General Havard Toresen (both



Ministry of the Environment), and Senior Adviser Audun Rosland (Norwegian Pollution
Control Authority).



