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EXECUTIVE SUMMARY

At its inception in 2007 the United Nationsponsored Reducing Emissions from Deforestation
and Forest Degradation (REDD+) mechanism had one primary gosltigate carbon dioxide
emissions from the global forest sector, whalrrently account for apmximately 10% of global
carbon emissiongIPCC, 2013)

REDD+ has undergone various modifications to its scope and approdiob succeeding nine
years but litle hasyet come fromsubsequent UN climate negotiationsthe way of creating an
obligatory inancing mechanism that would require participation from actors in developed
countries. Today, dozens of preliminary REDD+ projects are operational across the world, but
these projects receive strictly voluntary funding from a suite of public and preatdes,aincluding
national governments and companies engaged in social responsibiity practices. Despite some
successes in thgoluntary realm and promises of REDD+ advancement at renegbtiations it

has become clear that without assured fundir@nd pending an international financing mechanism

for REDD+ i projects face an increasingly difficult environment for attaining capital resources.
Scaling up the mechanism wil be virtualy impossible without addressing the imbalance between
supply and demancbif REDD+ creditsn the voluntary stage.

Code REDD, a San Francisbased nofgovernmental organization whose mission is to support
and scale the REDD+ mechanism, is attempting to discover whether untapped opportunities exist
for sustainng REDD+ before hé¢ commencement of an international financisgheme
specificaly by capitalzing on theo-benefits of REDD+ projects: the social and environmental
outcomes that inherently accompany responsibly designed carbon offset projects. These co
benefts can include biodiversity benefits, freshwater provision, community economic
development, and womenos empower mentheneftThi s
guantiication and sale as a means to sustain REDD+ in the voluntary phase was the foundation of
the research we undertook here. We aimed to determine how REDD+ stakeholders envisioned the
role of cabenefits within the financing of REDD+, and if further effotts quantify and sell them

could bear meaningful results for the future of the mechanism.

Splitting the REDD+ community into two distinct categoriespractitioners (those who design,
implement, and monitor REDD+ projects) aingestors (both those who pahase REDD+ credits

and those who invest in REDD+ projects)ve held more than twenty interviews to determine the
answer to the above question. We found that, thougheoefits were considered an important

even indispensable part of REDD+ successew practitioners or investors were interested in their
further quantification or expected that voluntary REDD+ could be sustained based on such action.
That said, many current and potential investors offered insight into how the business case for
REDD+ coud be better articulated in order to attract more investment. Also, in speaking with
practitioners, we identified ways that the mechanism could be better integrated with other
contemporary environmental effartsncluding biodiversity offsetting and watdunds offering

what we believe could represqrdrtial solutions to the REDD+ demand shortfall.
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1. INTRODUCTION

i | fpost&yoto climate agreement fails to act on avoiding tropical
deforestation, the achievement of overall climate change goals will bef
virtually impossible. The lives and livelihoods of millions of people will

put at risk, and the eventual economasicof combating climate change
wi || be far higher than

HIS EXCELLENCY BHARRAT JAGDEO
President of Guyana
November, 2008

The purpose of this mastero6s project is to
private investment intothe Reducing Emssions from Deforestation andorést Degradation
(REDD+) mechanism, a comprehensive program conceived by the Uniéidndl in 2007 to
address the intersection of climate change, deforestation, and forest degradation. REDD$ operate
by distributing payments from organizations
tropical regions, so that those nations mag t&t capital to preserve or enhance standing forests,
thereby mitigating one of the largest sources of carbon emissions on the planet: those related to
the clearing of tropical forest.

Because participation in REDD+ carbon offsets is currently a waojuntrocess, enacted by a
myriad of private and public actors, members of the REDD+ community have questioned whether
interesti and thereby, investmeitin REDD+ can be increased by underscoring its vast potential
for the supply ofco-benefits Co-benefis arethe beneftsother than carbon sequestratitat
inherently come along with many programs designed to protect standing forests, such as
biodiversity, freshwater provision, and community economic development. This notion of
enhanced investor intetes d ue t o -benefits Is ther féuadationo of this study.

In less than a decade, REDD+ and its predecessors (RED, REDD) have gemdaegedbody of
discussion and scholarly work, much of which we are unable to discuss within the scope of this
report. Here, the question that guides our researcloés more stringent quantification of REDD+
co-benefits have the potential tincrease privatsector finding for projects?

We synthesize interviews with REDD+ practitionérghose who design, implement, and monitor
REDD+ projects on the ground and with current and potential REDD+ investors and offset
purchaserswith results from a survey wadministered in early 2014n order to reach our
conclusions.

Though REDD+ is a mutiiered mechanism with efforts occurring at international, naticsudd,
national and project levels, we have focused our research on the project level. We hope that ou
findings are of service to the greater REDD+ community, and particularly to those who are
working to find ways toscale the mechanism before the potential existence of a binding



international agreement that includes forest carbon offsets as an impodsamonent in
controlling anthropogenic climate change.

This study was commissioned by Code REDD, a San Frarcased noigovernmental
organization that seeks to identify and match REDD+ projects with corporate organizations based

on shared interests. @ce REDDG6s wor k exemplifies the alig
project designers that wil be necessary to the success of REDD+ in toengpéance market

period.



2. BACKGROUND

2.1. TheREDD+ Mechanism

REDD+ is a mechanism, frst proposed by the United Nation20@i7 that seeks to provide
financing from developed countries to developi
exchange for verified avoidance of forbstsed emissionsThough itwas created as a strategy to

offset global greenhouse gas emissions, the mechanism promises numerous tangential benefts as
well. In conserving tropical forests, REDD+ not only aims to guarantee the persistesmmeobdf

the worl doés mo ssinks, ibuhpgnoso td@ng &lso Eravidds anany other important
ecological and social beneftts, called-benefitsin REDD+ parlance Though REDD+ is primarily

an effort to control ma n Kk i Im8 preven toobe & appodunitly o n -t
tostanch the rapid | oss of b i o sustaneprossiort of key n  t he
ecosystem servicegind toprovide other social and economic benefits for local communities.

Paramount to understanding REDD+ projects is the knowledge that the mechanism itself remains
nascent several years after its conception at the United Nations Framework Convention on
Climate Change in Bali in 2007, theow progress in negotiating a neweimational agreement
on climate changdas resulted in litte central managemeott project design or function, beyond
the requirement that projects enhance carbon sequestration through either avoided deforestation or
degradation. REDD+ is stil considerdby the United Nations to be in the first of three planned
phases:(1) capacity buiding (2) national strategy buidingand (3) finaly fully measured,
reported, and verified, resublased REDD+ projects. Therefore, the architecture for each REDD+
project around the world varies, with few strict qualifications that serve as halmarks of the
mechanism. Some commonalities between all REDD+ projects are that they:
1. Rely on voluntary funding from actors in developed countries, which camatienal
governmets, corporationsnongovernmental organizationsy individuals.
2. Generate quantified, sellable carbon credits lbgtguing carbon stocksi n t he wor | 0
tropical forested regions.
3. Have prevention of carbon dioxidemissionsas their primarypurpose

One fact defines the status quo of todayébés vo
far outstrips demand (Conservation International, 2013)The number of unclaimed credits
generated by current REDDprojectsdoes not lend itself to the dehat the voluntary mechanism

can be scaled up based on carbon offsets alone. However, recent scholarly work ardeptoate
interest has suggested a potert@dponseto this disparity:the incorporation of new revenue
streamsbased around ¢h more gorous quantificationand monetizationof other economic and

social benefits that are prone to occur within forest carbon guemfjrams (Laniuset al. 2013

These benefitsi including biodiversity conservation, provision of fresh water, local community
economic development, and empowerment of woriierhave historically been considered
tangential to, and subordinate to, carbon sequestration. Indeed, the REDD+ mechanism was
envisioned as a climate change solution focusedrenenting release of carbon xie to the
atmosphere, not as a solution to multiple social, economic, and ecological problems. However,
REDD+ project developers have a keen interest in attracting investors and buyers to their projects,
and must therefore determine whetlmgaportunities exist to quantify and sell cdenefis.



BOX 1: What are Co-Benefits?

Preventing deforestation and forest degradation can have many benefits besides avoide
dioxide emissions. These benefts can be environmental (e.g. protecting biodiversity ang
qualty), social (e.g. empowering women by including them in prodministration), ang
economic (e.g. providing sustainable sources of revenue to communities that rely on for
their livelihood). These various nararbon benefits are referred as cobenefits

Incorporating cebenefits into REDD+ has been ooé the objectives of the mechanism since
inception (UNREDD, 2010). Early concern that incentives for carbon sequestration couldg
to management practices that ignore or impair the provision-tieoefits led to the developme
of safeguards which are requirements of projects that ensure they do not adversely affe
benefts.

At the 18" Conference of Parties in Cancun in 2010, the UNFCCC produced a list of
safeguards for REDD+ projects (see Appendix A), the fith of which requires thgdcis
Aenhance -coatrhbean] [ nsoonc i al a n d UNEQGC, 20di e tae
many ways REDD+ projects can demonstrate that they meet the safeguards, particy
incorporating the Climate, Community, and Biodiversity Standards (C@Bh were designed
in part, to ensure safeguards are met (CCBA, 2103).

The potential impetus for developing more highly quantfied metrics to meastloenedts within
REDD+ projects stems from the idea that there may exist untapppdrtunitesfor REDD+

investment, and perhaps evenesthat have very little to do with those normally devoted to forest
carbon (seeBox 2). The potentiafor detrimental side effects of carbon projects has been largely
controled by the use of safeguards such as those of the Climate, Community, and Biodiversity
Aliance (CCBA), but those safeguards stop short of creating indices that can effectively ecompar

the provision of cebenefits between projects, thus faling short of alowing applegples
comparisons of ctenefits within of projects that could in theoryi compete for investment from
parties interested more in-t®nefits than carbon itself.
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BOX 2: Kasigau Corridor REDD+ Case Study

Today, Kenya only has about 2%itsf originalforest cover left
as a result of deforestation, charcoal burning, comme
agriculture and agrtorestry (The Carbon Neutral Compar
2014). This is a serious issue in tledgaring forestsnot only
= | removes wildlife habitat and extinguishes resources,alaa
emits largeamounts of carbodioxide into the atmospher#hus
contributing to climate change. Wildlife Workshich has been
operating in Kenya since 1997, developed the Kasigau Cor
REDD+ Project (REDD+ Talks 2013), a-88ar project with
the aim of avoiding eforestation and degradation of forests
; the area to reduce carbon emissions (The Carbon Ne
Company 2014).

Figure 1: Location of Kasigau The Kasigau Corridor is located in the Taita Taveta District,
Corridor Project. (Source: The Kenya, between the Tsavo East and Tsavo West National
Carbon NeutraCompany2014 (Forest Carbon Portal; The Carbon Neutral Company

2014). Referto Figure 1for a visual of this area. The project area protects 20h80€ares of
forestland, a natural carbon sink, and has already seen emissions reductions of over 2rietridic
tons at the end of 2010 (The Carbon Neutral Company 2014). Kasigau Corridor is expected -
approximately 30,000,000 tons of carbongssions over its lifetime (Code REDD).

The project, focusing on the trading of carbon offsets on the voluntary market, was the first pr
be issuedreditsunderthe Verified Carbon Standard¥CS) while meeting theClimate, Community,
andBiodiversity (CCB) standards, and obtained CCB Gold status in 2011 (Code REDD; The C
Neutral Company 2014). A significant amount of startup funding came from BNP Paribas whe
pledged to buy VERSs over aygar period (Code REDD).

This endeavohas created both social-benefits (i.e. economic development) and environmenta
benefits (i.e. biodiversity protection, improving soil quality, and increasing water availa
(Wildiife Works 2013). In relation to social dmenefits, the Kasigau @ect has been successful
providing the local communities it alternative sources of incem These sources include tf
revenuefrom seling carbon credit@ind the creation of "conservation rangers, factory worke
horticulturalists, seamstresses, efsters, carpenters, construction workers, mechanics,
administrative personnel.”" (Wildlife Works). Importantly, all proceeds are shared with a comr
trust, which is then dispersed to the people. This community has decided that a significanbfpc
the money (40%) should go to education, benefiipgroximatelyl,800 children. The rest of th
money has gone to community projects such as building water catchment areas for the dry
(REDD+ Talks 2013). One of the first ways Wildlife Work®ated jobs was byestablishinga small
eco factory where all garments are organic and fair trade certified. PUMA has decided to colk
with this factory and has asked them to produce for their new sustainability ine (REDD+ Talks

Some enviromental cebenefits arise from the fact that Kasigau is located in a glbdiversity
hotspotand therefore it holds significant species diversity (The Carbon Neutral Company 2014
REDD). The project has worked to protect several IUCN Red Listespeach as the Grevy's zebi
the cheetah, the lion, and elephants (Code REDD).

Kasigau is often held up as an example of a successful REDD+ pRaescial Kizaka, Chief, Kasiga
Community: AYou conserve t he testemcept nthhk thadha
come from this part of the world. So the only thing is to let it stand, keep on standing, and plar
trees, which will bring more money for yo
(REDD+ Talks 2013, 227-3:02).

11



2.2. The State of the REDD+ Mchanism

As a nascent mechanism, REDD+ continues to establish itself as a contender for scarce financial
resources of a limited number of potential buyers and investors. At the current stage of the
mechani smbs development, REDD®tisen sofl la cion gih
of investors,accordingto lain Hendersorof the Unied Nations Environment ProgratUNEP).

Uncertainty regarding the materialization of an international compliance market for carbon, and
volatile price signals for carbon, combirte hinder vigorous investment from firms that seek to
maximize profitability. iO n e of t he probl ems we currently h
commercially viable at scale due to the lack of a clear price signal, so many of the big financial
institutionswe s peak to canoét afford to worksasn it
Hender son. Thus, firms t hat prioritize soci
environment for REDD+. Asanother practtonen ot e s , Awedr e seriehdof down
the investment communily one that expects not quite as big of an internal rate of return but much
more certainty about positive social and envi |

Investment concerns naturally play a great role in the single largest weakifesst oday 6s REL
mechanism: oversupply of carbon credits. Anxiety on the part of interviewees regarding the
surplus was echoed from REDD+ lterature as the largest threat to the expansion of the mechanism;
correcting the imbalance between supply and dendadrttte credits wil be vital to its continued

existence. Project developers are concerned about the feasibiity of their projects given this current
disparity. According to Tom Evan®f Wildlfe Conservation Society, the current number of credits
generatd by REDD+ projects is roughly five times the demand for them, threatening to suspend
the development of additional projects and er
see a huge oversupply coming, dafrmsan breploygerobj ect s
an investment fund financing REDD+ projects

Given the unequivocal demand shortfall for REDD+ projects, many of the interviewees suggested

t hat REDD+6s promise in the near futurteat | ay i
come along with responsibly designed carbon offset projects. When projects are developed using

a suite of safagards such as the CCB Standards, described in ie&slctiond.1, this recognition
distinguishes REDD+ from competing offset design seserhat focus solely oabatement of
greenhouse gaseand some REDD+ practitioners insist that these benefts are in fact the primary
interesti rather than carbon sequestrafioro f certain investors and bu
buyers turn around ithe middle of negotiations and say, rather than buying REDD credits with
co-benefits, can we buy ebenef i t credits with some carbon a
the mar ket , 0 3S\ddifesConsarvationEBSocetysother fpractitioneoffers a more

pragmatic view of the role of ebenefits, underscoring their potential to compensate for the
sluggish demand for carbon credits in the currentcpemp | i ance mar ket scenat
to find a way to get money into a market where itnhast been as forthcoming
he sayssuggesting that Ahaving |l ess of a focus
revenue streamso wildl perhaps prove necessary

Some interviewees suggested that safelguare a de facto requirement of REDD+ projects if they

wish to gain access to private developments;one interviewee involved in CCBays it he us e
of the CCB standards has become something of anlemtlystandard, which is something that

we Oven s&s the marketds developed, where- itods

12



benefits in any project. o This condition | ogi
gven betterdocumented gains in doenefit provisiomg. If investors deand that projects
demonstrate no net loss, might they also be interested in capitalizing those shewmeft® into

distinct units that can be purchased or sold in a manner similar to carbon?

13



3. MATERIALS AND METHODS

3.1.Research Questions
Themaj or question of our Masterdos Projec-t I s:
benefits to increase privasector funding and support publicr i vat e partnerships?

This questionwasdivided into four parts for the purposes of our project:

What isthe value of additional REDD+ metrics? What about the challenges?
Which cobenefts can be monetized?

What are the challenges associated with investment demand?

What are the opportunities for expanding investment demand?

PR

3.2.Research Design

Subjects
We answeredthe questions above by gathering information through surveys and interviews, then

performing quantitative analysis on the survey results and qualitatve analysis on the interview
results.

Our population of interestwas organizations that currgntlparticipate or could potentially
participate in the REDD+ program; either as project developers, project financers, offset credit
purchasers, researchers, or policymakers.

We divided that population into two general communities:

1. The Investment Commuwpitconsists of organizations that finance projects or purchase
credits resulting from projects. It also includes individuals within organizations that could
perform those roles, but currently do not.

2. The Practitioner Communityconsists of organizations that develop and implement
projects, perform research in support of the REDD+ mechanism, or perform policy work
around the REDD+ mechanism, either for national governments or international
organizations.

Instruments
We approaché each community with a separate instrument, which fed into our two primary
analyses and informed our final recommendations.

1. The Investment Community Surveg val uat ed Il nvestorsodé priorit
REDD+. As we developed the survey, we helderies oexploratory interviewswith key
members of the community. These interviews helped to identify survey questions and the
context in which they were to be answered. After developing a draft of the survey, we
refined it through afocus grouprecrited from knowledgeable academics. We distributed
the final surveythrough contacts gleaned from our client and faculty advisors, and through
networks maintained by outside organizations (e.g. environmental NGOs and industry
associations)Finally, for suvey respondents who indicated a wilingness to further discuss
REDD+, follow up interviews were conducted to gather more detailed information.

2. The Practitioner Community Interviewslentified and evaluated opportunities to integrate

14



co-benefts into the RDD+ measurement framework. We interviewed individuals
identified by our clent and faculty advisors, and expanded our pool of subjects beyond that
using the A Sthwherd wd hsked eachh intalviewee to suggest additional
interviewees

3.3.Analyses
The results from our two instrumentsd into two analyses.

1.

The Survey Analysis explored the demand for quantfiable -benefts from the
investment community, based primarily on responses to the Investment Community
Survey. The analysis dividethe investment community into subgroups to compare
how epectations and priorites vary etwveen organizations already invalvein
REDD+ and not yet involved.

The heart of this analyswsasanFr i edmands Test ansamtstssver al
on response to a series of survey questions in which subjects rate the importance of
various cebenef it s on Likert Scales (e.g. AHoO w
onascakeoiNot at alll i mportarmrt o to AExtremely

We chose to test for differences amdmgneftsu s i ng a s Festbexalgeaitn 6
examines differences in distributions ofordinal variables without assumingthose
distributions are independently drawn (an assumption our data would not meet, as
partcpan s rated each benefit, one after t he
all drawn from the same group of respondents).

2. The Interview Analysis brought together the perspectives of al of the interviewees on

several key questions identified duritige interviews:

a. What are the chalenges associated with investment demand?

b. What are the opportunities for expanding investment demand?

c. What is the value of additonal REDD+ metrics? What about the challenges?

d. Which cobenefts are the most important to Ipeeasured for the purpose of
attracting potential investors?

All interview, focus group, and survey protocols were approved by the Duke University
Institutional Review Boardprotocol B)996

3.4.Limitations

Whie our research provided us with useful data on which we could buid our recommendations,
there were several limitations in our study that are important to discuss.

A significant limitation of our study was the lack of survey responses (22 totafeeeved for

our investor survey during the few months it was publshed on Qualtrics. Despite reaching out to
a variety of organizations to help distribute the survey on our behalf, we were stil not able to
garner more responses. We expect that surviggdaamong sustainabiity managers played a part

in the low response rate.

15



Another limitation to our study comes from interviewee selection. A significant portion of our
interviewees were individuals who were involved in, or supportive of REDD+ and CKi8.may

have biased some of our findings. To avoid this limitation in future studies, we recommend
interviewing a larger sample of individuals not only from the REDD+ community, but other carbon
markets as well (including registries, standards associatigosernments, and international
institutions). Furtherma;, it would be useful tointerview more indviduals involved on the
investor side of the community.

Results

Results fromour analyses follow. We first explore questions 1 and 2:
1 What is the value faadditional REDD+ metrics? What about the challenges?
1 Which cobenefts can be monetized?

And thendiscussquestions 3 and 4dm the perspective aforporate investors, folowed kiat
of impact investors

9 What are the chalenges associated mtlestment demand?
1 What are the opportunities for expanding investment demand?

16



4. VALUE AND CHALLENGE OF ADDITIONAL METRICS

The measurement, reporting, and verificaton (MRV) framework for REDD+ projects is quite
complex. Projects must follow a carb@rotocol (most often VCS) to estimate the quantity of
carbon dioxide emissions they prevent, and therefore how many credits they can sel. In order to
produce defensible estimates of carbon benefits, demonstrate additionalty, and account for risks
of leakage and reversals, protocols involve lengthy and complicated measurement and modeling
exercises.

Though there areften standards and metrics in place within projects to moniteber@fits and
demonstrate that safeguards are being met, those efforistdgenerally produce estimates in the
form of quantified units of beneft that can be readily sold potential purchasers. In order to
incorporate revenue for doenefits into projects, then, there may be need to develop or implement
additional metricsthat result in more robust quantitative estimates elbegeft provision.

Through research and interviews, we explored the challenges to adelvenefdt metrics to the
REDD+ MRV framework, and evaluated what value that effort would create.

4.1.Relevant Standards

There are many standards that are applicable, or potentialy applcalR&DID+ projects. Their
carbon benefts are measured through carbon protocols, théeredits can be demonstrated or
measured through standards that spegfidatus on norcarbon benefits, and interest in REDD+
projects could be driven by project financing standards in the financial sector.

The primarypurpose ofREDD+ projects is the prevention of carbon dioxide emissions, not the
provision of cebenefts. e foundation of any projectéos MRV
protocol, or the process by which the project measures its carbon benefts. REDD+ projects
typically use the Verified Carbon Standard (VCS), though there is some use of the Climate Action
Reserve (CAR), as wel (Pete&tanley et al, 2013).

In addition to the carbon protocols, several standards have been developed for use in REDD+ or
other landuse projects that are oriented towardbemefits! and are used to demonstrate that

carbon projets meet safeguards, quantify the levetafeneft provision, or both. One of those,

the Climate, Community, and Biodiversity (CCB) Standard, has received significant uptake in
REDD+ projects (PeterStanley et al, 2013) and plays a significant role hi s report és f

Climate, Community,and Biodiversity (CCB) Standard

The CCB standard consists of a series of project design, administration, and monitoring
requirements to demonstrate positve provision of environmental and soei@nedts within
different types of carbon offsetincluding REDD, afforestation, and sustainable agricultiitee
standard includes requirements for project design, administration, and monitoring, with the goal
of demonstrating that projects meet the Cancun Safdgusee Appendix A) anensure positive
provision of social and environmental -benefis.

1 Not all of the standards discussed here were developed for carbon projects. In those cases, the-cembon
benefit in question would be the primay benefit, and carbon would be a cdenefit.
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The CCBcriteria fall into three general categories:

i Clmatd Providing real and addtional avoided carbon dioxide emissions, accounting for
risk of leakage andpermanence, and contributing to adaptation efforts. This section is
waived if projects use VCS to measure their carbon impact.

1 Community i Buiding local skills, increase participation, inclusion afinority and
underrepresented gr oighfs sand safetys tequaln gmployment k e r s
opportunity, clear land rights, identfy and monitor positive and negative community
impacts.

1 Biodiversty 7 Usng appropriate methodologies to estimate change in biodiverstty,
demonstrate no high conservation values lvdl negatively affected, show that no known
invasive species wil be introducedndguarantee no GMOs wil be used.

Within each category, ther e ar e gualitative
projects. For example, if a project arealudes habitat for globaly threatened species on the IUCN
Red List, it can achieve Biodiversity Gold Level certification.

The CCBst andar d does not i ssue credits on its 0\
offsets of other standards to denote social and environmentaredits in addition to emissions
reductions. CCBis the most popular standard to quantifylbmnefits and is most often used along

with VCS.

REDD credits that have been certified for the CCBA are generally regarded to be premium quality
REDD offsets though evidence of a price premium, so far, is unclear: in 2013, VCS credits sold
for $0.20 higher on \&rage if they came from a CCB project, but that difference was not
statistically significant (PeteiStanley et al, 2013).

As of November 2013, a total of 4&ojectshad completed the CCB validation process, roughly
one third of which were REDD+ projds (CCB, 2013).

4.2.The Value of Additional REDD+Metrics

Despite many practitioner sod s-beaefitantageation sito thee | at e ¢
REDD+ mechanism, the complexity of their measurement and quantification could prove a great
challenge for uncertain practical reward. Regarding the hypothést enhanced private
investment might be generated by more explict gains in prigeet cobenefis, litle in our

interviews with practitioners suggested a promising atmosphere for the development of more
stringent cebeneft measurement protocol®ne recurrent opinion in the interviews was that
safeguards such as CCB were sufficient, because additonal metrics to quantfy REDD+ project
co-benefits entailed risks of both limited functional comparabiity between projects, and increased
confusion ont he investor and buyer side. The inabi
something as regionaly dependent as biodiversity, for example, stymies the creation of a
mar ket able HAunito of Dbiodiversity.

The question of whether more rigorous-lmeneft gantification should occur must naturaly
consider the effectiveness of existing protocols forbeaeft measurement, which attempt to
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ensure that offset projects refrain from damaging-cembon aspects of the areas in which they

take place. The most coromway cebenefits are considered today is through safeguards such as

the CCBA Standards, with which our interviewe
there would be a need to r gsaahlnyestodoé geateroop very

beneft quantification for the purpose of attracting investmgaid investoracknowledges of the

CCBA Standards protocol: Aités quite satisfact
itds probably goi nQne gomnergprogst deeebpedgrhes thdt thae @CBA o nt . O
Standards are wedui t ed f or his purposes. AWe think VC:¢
we touch wupon basically every iIssue we need
fatigue, too, was a coaem voced bythe developeand others; overwhelming investors and buyers

with new sets of improved measurement protodolsather than ilustrating more concrete-co

beneft gainsi was a potentialy negative outcome of the prolferation of new standardsof

benefit measurement.

Related to the concern that-benefts measurement is best achieved by fiexible protocols such as
CCBA is the sentiment enunciated by some interviewees thakeioefts must remain secondary

to carbon, and that their advancedanrtificaton may serve to confuse the purpose of the
mechanism rather than to advanceNiatasha Calderwood of Conservation International espouses
this notion, stating thathe REDD+ mechanism obviously has climate and carbon at the forefront,

so the viwe of a credit is based on one ton etther reduced or sequestered, and then you may have
all these cebenefits packaged around it. There may be a way to put a price on the biodiversity

I mpact or the water i mpact a bhs importaat toerememivert h  t h
t hat if wedre talking about REDD+ as a <climat
on the carbon element first aMoremost."lain Hendersorstates his simiar position more bluntly:

“one of the challenges with REDD+s t hat wedre in danger of tryi

donkeyds neck, tha theddorkdy enight colapskn fect, theifirst Nobel Prizdor
Economics wasawarded to a man whose now famous Tinbergen rule essentialy saygydlioye

goal, one mechanism.cHenderson continues that the complexity of additionatbeoefit
guantification could foresfathe timely creation of projects due to the complexity inherent in
advanced metrics for ebenefits."REDD+ is a time bound probie and there is a dangdmat we

let perfection be theenemy of the good. There are scenarios when we should consider getting
components of REDD+ 80% right and delivered, rather than getting something absolutely perfect
just as the last tree falls over.obi®' caroften be better than 'perfect.™

Another concern regarding more advanceebeaefit measurement is the chalenge of establishing
baseline conditions for cebenefits and attaching meaningful quantitative values to them. This is

true both for soclaco-benefits, which can be exceedingly difficult to capture in numerical terms,

and environmental ones, which may be easier to quantify but, as mentioned earlier, present unique
biological characteristics that make discrimination between projects undleannette Gurung,

Executive Director of Women Organizing for Change in Agricuture and Natural Resource
Management (WOCAN and an author of a new standard (W+) that aspires to quantify carbon
projects based on their effects on local women, has encountiffiedty in this arena.fiWe have
selected to use the carbon project architecturl
empowerment O s ays Havweveruwaecognizé the difficuties in finding the middle

ground, to devise a system tladequately measures social impact and attribution in a way that is

not overly tmec ons umi ng, costly and complicated for p
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The tradeoff between cost and accuragay mentioned above by Gururg),of great relevance to

project developers when determining which standards their projects should employ. Certainly,
precise monitoring of the greatest number of benefits is desirable for the purpose of attracting
voluntary investment to REDD+ projectsut such a practice would likely entail prohibitive costs.

This condition requires project developers to be selective about the level of exhaustiveness
involved in their measurement protocoBccording to Brian Murray, ResearcRrofessor and
Director orEc onomic Analysis at Duke Universityds Ni
back and forth between something that has real rigor and teeth to it, but is yet practicable and
implementable. fat iis the constant tradeoff. o
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5. TECHNICAL CHALLENGES TRNCORPORATING CBENEFITS

Incorporating payments for multple benefts into REDD+ projects comes with significant
technical challenges, particularly demonstratigitionality, and can be done in different ways,
including bundlingand stacking

5.1.Additionality

In order for emissions reductions from REDD+ projects to be used as carbon offsets, they need to

be additional That is, a REDD+ project that sells emissions reductions to an organization using
those reductions to offset their own emissionstnshow that it is providing reductioms addition

to those that would be provided in the absence of the project. If the reductions would have occurred
anyways (1. e. t he f ohaedeen degradedgor qonvested encthie eltbenog o u | ¢
of the project then the resulting credits are not additional, and are simply alowing the credit
purchaser to emit more by claiming the reductions as offsets. In that case, the effeabfiskthe
purchasewas to increasenet carbon emissions by allowing thurchaser to emit more than they
would have if they hadndét made the purchase.

Ensuring additionalty has long been a focus of carbon offset projects, and the protocols used to
measure the reductions from carbon offset projéctsxd determine the numbef oredits those
projects can sell employ various methods to demonstrate additionality. In REDD+ projects, this
typically consists of a modeling exercise where deforestation in the project area is forecast using
historic deforestation rates and data oanifled drivers of deforestation, includingnd values of

intact versus converted forestland, and expansion of road networks, to develop a baseline land use
scenario. The amount of carbon storage in the forest in the baseline is compared to a scenario
where the forest is preserved by the REDD+ project to determine the number of credits that the
project produces.

Additionality is not as fundamental a chalenge in voluntary transactions as it is in offset purchases
made as part of a mandatory emissionsuctimh program, since the causal link between
purchasing offsets and subsequent emissions by offset purchasers is not as strong when purchasers
are not complying with an emissions cap. But it is stil important in voluntary transactions, because
funding noradditional projects is not cesffective (Cooley and Olander, 2011).

Adding a revenue stream to a REDD+ project based on provision ofkeenedt introduces
additional challenges to demonstrating additionality. For example, if an organizatieiings to
help fund a REDD+ project because of the biodiversity benefits it provides, ttigercarbon
benefts may no longer be addition#l.the funding from the biodiversity purchaser is enough to
implement the project, theoarbon revenue has no adudlial effect the forest wil be protected,
and emissions from deforestation wil be prevented, whether thecpeglis carbon credits or not.

5.2.Bundling and Stacking
The two general ways to incorporate payments for mulple benefts into a siogctpare
bundlingandstacking Each comes with benefits and challenges.

Bundling is when multiple benefts from a project are provided in exchange for a single payment
(Ingram, 2012). For example, a carbon offset purchaser mayebested in creditsdm a REDD+
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project that achieved Biodiversity Gold Level under the CCB standards because the gold
certification demonstrates that the project protects habitat for a threatened or endangered species.
In that case, the purchaser is paying for a bundle i@tdes both biodiversity and carbon
benefits, not just carbon.

Stackingis when there arseparataevenue streams from muiltiple purchasers for multiple benefits

that come from the same parcel lahd (Cooley and Olander, 2011). Fexample, a REDD+

project could sell carbon credits to a carbon offset purchaser whie also receiving fundirgg from
biodiversity offset purchaseo fr the projectbés biodiversity benece
revenue streams for the differeneriefts, though they are funding the same set of management
practices on the same piece of land.

There are pros and cons to the two approacksmmpared to stacking, bundling simpliies
accounting and administration, since there is a single transactioga€h credit, and the benefits

that contribute to its value are not disaggregated. It also provides an opportunity to compensate
sellers for provision of benefits that cannot be sold alone, since they are attached to other benefits
for whom there are beys (e.g. selers can be compensated for biodiversity preservation by seling
carbon, even if there are no opportunities to sell biodiversity benefis).

Bundlingds two main drawbacks are that it doe
who areonly interested in one beneft or the other, since they hayeayofor all of the benefits
bundled into the credit, and that it doesnot

credits into multiple markets, which they may want to do itkets are uncertain or volatie
(Ingram, 2012).

Stacking, if deigned correctly, canmprove outcomes in several ways. Revenue from multiple
sources can fund projects that would not be feasible with payments for only one beneft, but stil
provide a variy of benefits. It can also result in highgualty projects that are managed to
maximize the value of the variety of ecosystem services the project provides, or are larger than
what is feasible when only one revenue source is available.

Stacking carako take full advantage of the demand for multiple benefits (to the extent that demand
exists), as potential buyers have the opportunity to purchase only the benefits they are interested
in. And diversifying revenue streams across benefits can insulatrs sélom volatiity in
individual markets.

However, stacking comes with a host of challenges. Primary among them is additionality. If the
carbon benefits from a parcel of land are sold in the form of credits, then seling the biodiversity
benefts as welkeffectively doublecounts the outcome of the management practices orpdneél,

and introduces noraddttionality risk into both transactiorf€ooleyand Olander 2011) There are

at least two ways to avoid that problem.

The firstway is to prevent any geographic overlap between areas compensated for one beneft and
areas compensated for another berwfitinking benefts produced from eagyarcel, and only
alowing one benefit othe other to be sold. The Wilamette partnership takes approach in
projects that provide multiple benefts. When one type of credit is sold, the credits of the other type
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coming from the same geographic area are disqual@abley and Olander, 20L1Since the

project can only sell one beneftt or thdnaat (or any others, if there are more than two), then this

may not be properly considered stacking. It would not provide some of the benefits of full stacking
that come from the higher total revenue a project can receive, but it would diersifyy | er s 6
revenue streams and give them some fiexibility weathering changes in individual markets.

The second wa which could theoretically preserve all of the benefits of ful stacking, would be
to perform a joint additionalty assessment at the beginning of jacprdsuch an assessmdot

two beneftswould not only model scenarios with and without the project, but also scenarios with
the project incorporating payments for only one beneft, only the other, or both. The addional
impact for each benefit in a stdang context would then be the differenite benefit provision
between a projecihcorporatingpayments for bottbenefts and a project incorporating only the
other benefit. This approach is explored in more deteéection6.2
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6. WHICH CGBENEFITSCAN BE MONETIZED?

Interviewees indicated strong resistance to adding complexty to the REDD+ MRV framework
through more rigorous ebenefit quantification, and suggested that the benefit of any additonal
complexity would be generaly lmited, as markets other finance mechanisms to provide
payment for those benefits generally arenodot i

We focused on identifying specific opportunites to integrate REDD+ projects into programs or
mechanisms that have already been set up to provide paymentsr{oarbon benefits. Rather
than proposing general changes to the REDD+ MRV framework, we identify cases in which the
MRV framework in relevant projects can be changed in order to take advantage of the
opportunities those programs present.

6.1.Biodiversity Offsetting
Our client, among others, has alreadymagdae nt ed
opportunities to serve as 2®ilddi.versity offset

Though biodiversity offsetting has primasreily b
in developing nations ar0elli)nc rTeweos i n@u r(cMeasd sefn &
of fsets are relevant her e.

Sources of Demand

Firstral selween countries have | aws prmodtessting
requirements that could incorporate biodiversi
2011)

Second, financi al sector fotramd@ms st o hagptr ojae ¢ @
have recently been developed and begun to be
BBOP, 2013) . The &a&awe théevantraeaabandaalddsFinance
Standard 6 (Ild¢fuatPoS6 ) Prainmdc itphlee s ( EP) .

| FCb6s revised PS6 came into effect I n the be
standards that | FC requires of projects that
projects resultdiiversotwet !l floas ptoj &@dto is i mp:

may fund a biodiversity of fset project t o of
hierarchy) .

The Equator Principles are a set of aseanmndcdar dsl
performance standards. So the same requiremer
financing also apply to projects receiving fi
the Equator Principles.

To help translate that demand into projects, i

and Biodiversity Offsets Programme (BBOP) St ar
of requirements (10 princdemesstrlast ecrtihtaetr i an
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real and additional benefits, and has been r e
P S-6 o mp loifa rste t projects (IFC, 2012).

REDD+ Projects as Offsets
Our client has alreadymemior doghl| REDDxp | pr @ jde ctt

offsets (Lanius et al, 2013) , so we wil/l only
1 REDD+ projects, in order to prevent <carbon
in their projecty arimald verbBenegbybemredvitdadi;n
T They implement MRV framewor ks that often
they meet CCB standards) or can be adapted
1T They include robust governance and stakeh

requi mggd ed6feative biodiversity offset pr oj

1T There are many opportunities to achieve a
purchasing credits from existing REDD+ pro
incorporate bibDdioemewt REDDfseprtoijrgts.

REDD+ Project s, BBOP, and CCB
As ourhael sentnot ed, REDD+ projects, particul ar
i ncorporate designs antdherBBEOP cesandartd.sati sf)

We would go even further. Based on our compar:
requirements, we conclude that a REDD+ proj e
satisfies all of BBOPOGs Princiigpph ear et 8pecifhiam
of biodiversity out comes as of fsets (e. g. d e

mitigation hierarfoahganbgoffofrsesetr epsroorjteicntg) .t o

As Appesdows,B there ar e requireémenaglsmosn @CB

requirements in BBOP other than Principles 1,
up to BBOP standards, one would only have to:
1T Demonstrate compliance with BBOP principles:s

t rsaanct i ons ;

1T Demonstrate that the habitat within the pr:¢
(the BBOP 4. 2. 2 fret’krgkeneémenatndf or dAlike

T Clarify that the project meets BBOP princig
and SoueniceSc respectively, whi ch ar e not
effectively required.

Given the significant overlap between the BBO
there may be opportunities todbeertirtyi nafefgy eatt 1

and simplify broader MRV framewor ks by reconci
The t wo standards coul d be reconciled, i f no-t
criteria and indicator s in the next round of

their respective gover nanhcaet ftrhaemeewoirk sal sd sihg
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