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Introduction

In November, 2008, the U.S. states of California, Illinois, and Wisconsin, the Brazilian
states of Acre, Amapa, Amazonas, Mato Grosso, and Par4, and the Indonesian
provinces of Aceh and Papua signed a series of Memoranda of Understanding
(MOUs) at the Governors’ Climate Change Summit in Los Angeles, California. The
MOUs explicitly requested that a Joint Action Plan (JAP) be developed to identify an
implementation plan to further forest climate goals. The team assembled to
implement the MOUs and develop the JAP became known as the Governors’ Climate
and Forests Task Force (GCF). The JAP identifies three key deliverables:

1. Identify project-level standards and criteria for compliance grade offsets and
perform a protocol assessment using these standards and criteria.

2. Develop accounting frameworks and coordination mechanisms.

3. Provide a needs assessment to identify priorities for future activities.

This report addresses the first deliverable; identifying project level standards and
criteria and performing a protocol assessment. The report also identifies priority
issues to be addressed and recommended strategies to move forward to resolve
these issues.

Developing Consensus-based Standards and Criteria

The first step in the protocol assessment process was to develop a set of agreed
upon standards and criteria to be the basis of the assessment. This effort was led by
Ernesto Roessing of the state of Amazonas. A draft set of criteria and standards was
prepared by Dogwood Springs Forestry with input from Toby Janson Smith of
Conservation International. The draft included the following criteria for offset
accounting standards:

Project Description
Project Management
Project Eligibility

GHG Sources, Sinks, and Reservoirs
Additionality and Baseline
Leakage

Measurement
Permanence

. Project Co-benefits

10. Stakeholder Participation
11. Monitoring

12. Verification
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The draft was distributed to GCF members and NGO stakeholders in all MOU states.
Feedback was requested to use the criteria and standards matrix to provide their
vision of a framework needed for compliance-grade emissions reductions in Brazil
and Indonesia (and other tropical forest countries) from forest activities that would
be accepted by emerging compliance regimes such as those in the U.S. These
recommended edits were coalesced by Amazonas and redistributed for additional
comment. The standards and criteria agreed to by the work group are replicated in
full in Appendix A: Work Group I Criteria and Standards.

The next step included comparing existing forest project protocols to the consensus-
based criteria and standards. The protocols assessed included:

1. Voluntary Carbon Standard (VCS): The Voluntary Carbon Standard’s (VCS -
www.v-c-s.org) agriculture and forestry (AFOLU) rules, launched in
November 2008, came out of a two-year development process including
drafting by leading experts, peer review, and stakeholder consultation. VCS
is in use throughout the world and provides methodologies for REDD,
restoration and reforestation, and improved forest management.

2. Climate Action Reserve Forest Protocol: The Climate Action Reserve’s (CAR -
www.climateactionreserve.org) Forest Protocol, revised through a two-year
stakeholder process, was adopted by CAR’s Board and the California Air
Resources Board in September, 2009. The CAR forest protocol provides
project guidance for reforestation, improved forest management, and
avoided conversion throughout the United States.

3. The Clean Development Mechanism (CDM) provides project guidance for
afforestation/reforestation projects. The Clean Development Mechanism
(CDM) defined in Article 12 of the Kyoto Protocol (KP) to the United Nations
Framework Convention on Climate Change (UNFCCC) allows industrialized
countries (Annex 1 Parties) to acquire Certified Emission Reductions (CERs)
from project activities implement in developing countries (non-Annex
1Parties). The CERs generated by such project activities can be used by
Annex 1 Parties to help meet their emissions reduction targets under the
Kyoto Protocol. Current discussions are underway to consider how REDD
projects could be considered under a CDM framework.

4. The Climate, Community & Biodiversity Standards (CCBS): The Climate,
Community & Biodiversity Standards (CCBS - www.climate-standards.org)
focus on project design and the broader social and biodiversity benefits of
these projects. CCBS can be applied together with other protocols to ensure
strong consideration of local communities and biodiversity. CCBS is in use
throughout the world.

5. Chicago Climate Exchange (CCX): The Chicago Climate Exchange

(www.chicagoclimatex.com) is the only cap and trade system in the U.S. and
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is responsible for 44% of the transactions in the voluntary market in 2008.
CCX accepts REDD projects but has no protocols or methodologies for these
projects.

Each protocol was compared point by point to the criteria and standards in
Appendix A. In addition, interviews were conducted with experts involved in
protocol development and implementation.

Seven of the criteria in the protocols reviewed were generally well aligned to the
stakeholder standards. While some differences exist between the protocols and
work group recommendations, particularly with measurement of forest carbon,
monitoring and verification, these appear to be resolvable. Specific methodologies
will undergo on-the-ground review in the next phase of this assessment (See
Appendix B) to reconcile any areas of inconsistency. These criteria include:

Project Description

Project Management

Project Eligibility

GHG Sources, Sinks, and Reservoirs
7. Measurement of Forest Carbon

11. Monitoring

12. Verification

B =

However, examination of the protocols shows they are not well-aligned with the
other five criteria and associated stakeholder standards. These criteria are:

5. Additionality and Baselines
6. Leakage

8. Permanence

9. Project Co-Benefits

10. Stakeholder Participation

These five issues that are unresolved in the comparison of stakeholder consensus
standards and existing protocols are examined in detail in the following sections
including the strengths and challenges each protocol has in terms of achieving
alignment.



Additionality and Baselines

The stakeholder work group defined additionality as the required demonstration
that Greenhouse Gas (GHG) emissions reductions are additional to those that would
occur in a business as usual scenario. The baseline is defined as an assessment of
the changes in GHG stocks and flow expected in the absence of the project. CCBS
was not assessed against additionality and baseline criteria and standards since the
protocol provides no unique guidance for GHG accounting. Table 1 below
summarizes the findings of assessing each protocol against the criteria and
standards developed by the work group for additionality and baseline.

Table 1. Identified strengths and challenges for additionality and baseline
approaches in protocols compared to the stakeholder-recommended criteria
and standards.

Protocol VCS/CDM CAR CCX

Project-based methodologies Performance-based Base year inventory

- with multiple or double standard with prescriptive | established at beginning

Description ) . .
approval process. approaches for different of project with
project types. regulatory test.
Adaptable to different Standardized, defined Efficient, easy to qualify
geographies and project types, | parameters, tends to be for credits.
innovative, detailed and more transparent, net
tailored to specific project reductions reconciled
Strengths s S .
conditions and activities, across projects more
potential for high levels of easily, scalable to rapid
accuracy. growth in market size.
Complex multiple Current limited Vague, no economic test,
methodologies, difficult to application, high initial additionality not
compare and reconcile across | administrative investment | established with rigor
projects, rigor dependent on and extensive top-down comparable to other
Challenges | expert-led, multiple or double | development efforts protocols.
approval process, high required to expand to
ongoing administrative other geographies, time
overhead, limits to capacity intensive at onset.
and scalability.
Unresolved Additionality and Baseline Issues

1. What is the required scale of baseline measurements? What is the baseline reference area
definition (e.g., comparison to local reference area versus provincial or national average
baseline)?

2. How important is the ability to reconcile baseline and net reductions across projects? How
much flexibility will be allowed with a standardized suite of methodologies to modify for local
circumstances? Will the standards allow application of methodologies from other standards?
What kind of review will be required to assure parity?

3. How will a standardized approach account for uncertainties in baseline calculations (e.g. what
confidence levels will be required in estimates for carbon stock calculations)? Use IPCC
guidelines for on how to account for uncertainties in all aspects of data analysis?

4. Will community and biodiversity impacts be required in baseline scenarios vs. project
scenarios? At what level?

5. How can a set of protocols incorporate new research and tools on an ongoing basis? Can a
flexible nomination, review, and approval process be set up to accomplish this?




Leakage

The stakeholder group incorporated the definition adopted by the UNFCC at the
Marrakesh Accords in 2001 where leakage is defined as the net change of
anthropogenic emission by sources of GHGs which occurs outside the project
boundary and which is measurable and attributable to the project activity.
Table 2 below summarizes the findings of assessing each protocol against the
criteria and standards developed by the work group for leakage.

Table 2. Identified strengths and challenges for leakage approaches in
protocols compared to the stakeholder-recommended criteria and standards.

Protocol General VCS/CAR CCX CCBS
National or Project Area Estimates of leakage by Changes in GHG Establish
Sub-national Monitoring- location and project type | emissions for alternative
test. Defining a based on social and forestry projects sustainable
‘Leakage Belt.’ economic factors related | outside of project | livelihoods or
to deforestation. Use of boundaries not sustainable
Description look-up tables and some | expected or supply such as
project specific analysis. | needed. intensively
managed
plantation to
address leakage.
Good Potential for Efficient, reflects most Simplifies Neutralizes
coverage direct recent research and data | analysis for leakage drivers.
Strengths | within a measurement on leakage impacts. submission and
country or of project annual reporting.
region. impacts.
Dependent on | Accuracy Use of look-up tables Ignores impacts Mitigating
robust dependent on doesn’t necessarily of project activities may be
national and appropriate reflect individual project | activities and limited and
regional data choice of scale, attributes, related creates a expensive.
Challenges capacity and continuous market conditions, or potential for
monitoring. monitoring, relevance in an overstating
challenge of international context. emissions credits.
linking cause
and effect.

Unresolved Leakage Issues

1. What will be required to estimate market leakage (market response due to reduced availability of logs in the
project area that results in deforestation in an adjacent geography)? How far into the future will the project
need to account for market leakage?

2. Insetting a leakage reference area, how will project fit into sectoral crediting system to allow for
inventory/baseline tracking?

3. Will requirements for measuring leakage be different across a range of scales (e.g. higher intensity
monitoring adjacent to project area, lower intensity monitoring at provincial borders etc.)?

4.  What will be required to account for activity shifting leakage ( such as shifts to selection logging, shifts in
investment or livelihoods?

5. How to incorporate a wide variety of leakage methodologies, data gaps & research needs?




Permanence

The stakeholder work group defined a permanent reduction/removal as a
reduction/removal that is:
1. Substantially equivalent to the emissions the reduction/removal is offsetting.
2. Ensured with monitoring and verification.
3. Supported by a governance authority that clearly articulates corrective
actions or other remedies when project obligations are breached for the
duration of the crediting period.
4. Backed by the establishment of a buffer pool (a common “pool” of offsets that
represent percentage contributions of verified offsets from all projects
determined through an assessment of project risk) or other insurance
mechanisms to address the risks of non-permanence.
5. Backed by establishment or planned resolution of land and resource tenure
with consideration of traditional land tenure and rights systems.

Table 3. Identified strengths and challenges for permanence approaches in
protocols compared to the stakeholder-recommended criteria and standards.

Protocol VCS CAR CCX
Provide Buffer Pool of Credits to | Buffer Pool To Address Reversals Buffer Pool Contribution of
- Address Reversals. Plus Binding Contract To Provide 20% and 15-Year Forest
Description . . L . .
Registry with Remedies in the Retention Commitment
Event of Reversals
Buffer pool contribution system | Contract defines permanence at Standardized buffer pool
results in incentives for project 100 years, more accountability and | contribution, requirement to
proponents to lower reversal liability for project proponent, keep the forest for at least 15
Strengths risks, buffer pool populated by buffer pool contribution system years.
agriculture and forestry results in incentives for project
projects from around world proponents to lower reversal risks.
provides diversification risk
mitigation.
Permanence timeline not clearly | Hard to implement and enforce Non-binding commitments,
linked to buffer contributions, contracts in developing countries no corrective actions or other
reliance on appropriate risk and across geopolitical boundaries, | remedies, 15 years falls short
assessment with multiple lack of experience in of equivalence to direct
Challenges | variables and uncertainties, lack | administration of buffer pool. emissions reductions.

of experience in administration
of buffer pool, pool
compensates intentional
reversals.

Unresolved Permanence Issues

1. Whatis the permanence timeframe and rationale for that time frame? How is this equivalent to direct
emissions reductions?

2. Can permanence be ensured with monitoring, verification?

3. How can the need be addressed for a governance authority that can clearly articulate corrective actions or
other remedies when project obligations are breached for the permanence duration?

4.  What type of reversals will / won’t be allowed to be compensated by buffer pool (including consideration
and definition of types of intentional and unintentional reversals)?

5. How will project risk be assessed in a standardized manner for buffer pool and insurance requirements?
Should this risk assessment be calibrated to the permanence timeframe?




Co-benefits and Stakeholder Participation

The work group agreed to a consensus standard for co-benefits and stakeholder
participation that has the following attributes:

1. Co-benefits are identified, assessed and monitored against the social and
biodiversity status of the baseline/reference land-use scenario. This infers
therefore that a baseline assessment of biodiversity and social conditions is
conducted as part of the project.

N

Projects incorporate community partnership and benefit-sharing.

3. Projects do not allow the use of invasive species and provide justification of

any use of non-native species.

4. The criteria for co-benefits articulate the use of sustainable forestry
management practices.

5. The project engages active participation of all stakeholder groups.

6. Mechanisms are in place to receive and resolve grievances and disputes
associated with the project.

7. Project information must be available, accessible and understandable.

Table 4. Identified strengths and challenges for co-benefits and stakeholder
participation approaches in protocols compared to the stakeholder-
recommended criteria and standards.

Protocol VCS/CDM/CCX CAR CCBS
o Minimal level of Co-benefits. Focus on Environmental/ High level of Environmental
Description Ecosystem Benefits. and Social Benefits.
Focus on carbon accounting, Ensures a high level of Provides framework to assess
encourage use of multiple- environmental integrity for forest quality of stakeholder
benefit standards such as CCBS, | ecosystems. participation, particularly of
Strengths FSC to address co-benefits. Participation during protocol local communities and
Stakeholders can comment development process. Indigenous Peoples, and
during validation of significant biodiversity and
methodologies. community benefits.
Leaves levels of co-benefits up Doesn’t address social elements of | May become unworkable in
to market. co-benefits. Less flexible across some project situations (e.g.,
Little to no participation different geographical and cultural | where multiple-benefits
required at project level settings. cannot be generated) or
Challenges Little to no participation required redundant to regulatory

at project level.

levels in some geographies,
high monitoring expense.
Requires commitment to
unfunded ecosystem assets.

Unresolved Co-benefit and Stakeholder Participation Issues

1. Whatlevel of stakeholder participation and co-benefits will be the minimum hurdle for credit issuance
regardless of geography, project size or project type?
2. How can projects be assessed in a standardized manner across varying geographies for biodiversity and
community/economic/ Indigenous Peoples impacts.
3. What will be the required tracking of benefit sharing to the local community members and how can a system
be established to enable verification of benefit sharing..
4. How to incorporate “higher” levels of standards and allow for complimentary certification / with other
standards (e.g. CCB) as option for projects (e.g. allow projects to attain ‘double certification’ with specified
co-benefit based standards)?




Summary of Each Protocol’s Strengths and Areas for
Possible Modification

The tables below summarize the major findings of how the existing protocols match
up with the stakeholder consensus standards. The approaches where the protocols
are least aligned provide direction for further examination and areas for possible
modification.

Table 5. Summary of key strengths and areas of possible modification for VCS.

VCS

Key Strengths Areas for Possible Modification

Multiple complicated methodologies
with consistency dependent on
double approval process.

Full range of forest project activities
currently eligible.

Workable framework for multiple Ability to reconcile accounting across
geographies and landscapes. projects.

Mechanism in place to account for
both activity shifting and market Low levels of co-benefits required.
leakage.

Risk assessment and robust buffer | Sole reliance on a buffer pool system
pool contributions provides which may lack calibration to a
incentives for reducing reversals . permanence timeframe.
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Table 6. Summary of key strengths and areas of possible modification for CAR.

Key Strengths Areas for Possible Modification
Standardized baseline determination. Only U.S. Forest Projects eligible.
Permanence backed by remedies Limited workability for additional
established with mandatory contract. geographies at this time.
Mechanism in place to account for :
L by Extensive up-front development
both activity shifting and market . .
| required for expansion.
eakage.
Moderate to high levels of Low levels of social co-benefits
environmental co-benefits required. required

Table 7. Summary of key strengths and areas of possible modification for
CDM.

CDM

Key Strengths Areas for Possible Modification
Well-vetted and gonservat|ve Only A/R Projects types eligible.
accounting.
Framework potential for multiple Only temporary credits available.

geographies and landscapes.

. . Multiple methodologies with
Mechanisms in place to account for . .
consistency dependent on multiple

leakage.
approval process.

Validation and verification carried out
with experienced process and Low levels of co-benefits required.

replication is clear goal.
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Table 8. Summary of key strengths and areas of possible modification for VCS.

CCBS

Key Strengths Areas for Possible Modification
High levels of co-benefits required. No issuance of credits.
High levels of stakeholder Little specific guidance for carbon
participation required. accounting for baselines, etc.
CCBS validation and verification Specific approaches for leakage not
guidance in place. identified.

Works well in combination with other | No clear definition of permanence or

carbon accounting standards. remedies for reversals.

Table 9. Summary of key strengths and areas of possible modification for CCX.

CCX

Key Strengths Areas for Possible Modification
High volume of voluntary market Additionality and baseline lacks rigor of
transactions. other protocols.
Efficient, easy to qualify for credits. No Leakage assessment required.
Simplified submission and annual Falls short of equivalence to direct
reporting requirements. emissions reductions.
Forest certification requirements for
; : Lacks transparency and any
Sustainably Managed Forestry project . ) "
type. requirements for social benefits.
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Moving Forward

The goal of this assessment is to inform the parties to the MOU concerning key rules
and design of a regulatory infrastructure to include REDD and other forest projects
in emerging GHG compliance regimes. To move this goal forward, the unresolved
issues identified in this report need to be addressed. This can be accomplished by
some additional work by Group 1, which includes establishing key policies, initiating
a pilot project program, expanding this protocol assessment work, and publishing
revised GCF Criteria and Standards. (See Appendix B for proposed 2010 work)

To clarify the consensus standards, the stakeholders to the Group 1 Criteria and
Standards document need to bring further review to determine which approaches
will be acceptable for the issuance of compliance grade credits. Some examples
where clarification is needed are with standardized versus project specific
methodologies, minimum levels of leakage measurement, definition of a
permanence timeframes, contracts and remedies required to ensure permanence,
and minimum requirements for stakeholder participation and project co-benefits.
Consideration of overarching policies will be essential to assist the work group in
clarifying a more specific set of standards and further resolution on issues. A policy
discussion and determination session is recommended as a lead to further review of
the standards.

Additional work also needs to be done to expand the protocol assessment and test
the protocols on the ground. These pilot projects would serve to test approaches
developed to address the unresolved issues. An interim period could be established
for such a study during which time the pilot projects would be allowed to issue
credits provided the project adheres to the evolving guidelines from the work
group. An initial list of potential pilot projects is found in Appendix B.

The key outcome of further work in 2010 is to produce a revised set of project-level
GCF Criteria and Standards with a higher level of detail and guidance. These rules,
after endorsement by the task force, could be used to generate compliance grade
offsets from forest carbon activities which are capable of being recognized in the
compliance mechanisms in programs of the signatory states.

13



Appendix A. Work Group I Criteria and Standards

Ref Criteria Description Standards
Written description of project
including: project type, location .
;nclﬁd;ng ph ;ical ng’ ! Complete and detailed.
INCUdIng phy . Utilizes boundary maps based on GPS readings.
jurisdictional boundaries, . . . . .
AR ; Social, biological, and land-use attribute descriptions
. municipalities involved (if -
Project . . based on recent surveys, photographic
1. - applicable), legal, social and .
Description : . ; . . documentation.
biological attributes, historical . . .
Provides adequate background for project evaluation.
context, current and past land NP .
Includes context and justification for location of
use, land tenure and resource roiect area
use rights (statutory and proj '
customary), and natural heritage.
Entities that will develop and manage the project are
clearly defined.
2 Project Project coordination and Adequate level of experience of the management team
’ Management responsibility for the activities. in the implementation of land management projects.
Partner organizations to support the project also
clearly defined.
Eligibility rules are explicit and clearly describe
requirements for documentation of compliance.
The rules that determine if a set Excluded entities or activities clearly defined, and the
of planned activities on a specific criteria for the exclusion listed.
3 Project site to remove, reduce, or Allows broad landowner and rights holders’
’ Eligibility prevent GHG emissions can be participation.
eligible for generating carbon Fungible across range of project types and GHG
credits. programs (e.g., allowing direct comparison for
emissions reductions from energy and forestry
projects).
Names, addresses, and contact information for the
persons, or business entities that own or control the
project property as well as those who will claim the
carbon credits associated with reductions in GHG
emission reductions or creation of carbon sinks, along
Discrete legal unit or individual with a description of their ownershlp interests.
. Demonstrated legal ownership or long-term
. who owns the project and the . ; .
Eligible . . management rights or resource use rights over project
3.a . potential GHG emission o . .
Entity . . area (e.g., certified copies of the instruments through
reductions and/or carbon sinks ) . N
. which their ownership interests were secured).
generated by the project. . . .
Project ownership established through an agreement
between all rights holders based on their free, prior
and informed consent.
Clear explanation of relationship of the proponent or
the one responsible for the emission reduction
activities if not the landowner.
Start date is clearly defined as the point at which GHG
emission reductions or sequestration begins.
The start date and duration of Defined limits to retroactive claims, linkage of project
3b Eligible project activities and associated activities to emission reductions and/or removals or
' Project Term monitoring, verification and to a local, national or international initiative.

crediting periods.

Defined crediting period, fixed or renewable.
Defined timetable for the duration of the project with
justification.

14




Ref Criteria Description Standards
The GHG sources, sinks, and
reservoirs to be accounted for in
quantifying a project’s emissions
reductions and removals. This . .
recuctl emov ! « All GHG sources, sinks and reservoirs clearly
includes both primary effects . s . : . .
identified as required or optional for project baseline
GHG Sources, such as those effects from o . . .
. . determination, monitoring and reporting depending
4, Sinks, and planned conservation of carbon . o . Lo
. on project type and specific project activities.
Reservoirs stocks, as well as secondary .
.. ¢ Documented and addressed with standards,
effects such as emissions : .
. : methodologies, and tools already used and recognized.
resulting from project
implementation such as the
burning of fossil fuels, impacts to
land use etc.
. . ¢ (Clear and transparent identification of the emission
Required demonstration that : .
o ) reductions/removals that would have happened in the
GHG emissions reductions are absence of the project as compared to those that
5. Additionality additional to those that would proj . pared
occur in a business as usual happen as a result of project activities.
. e Use of established and recognized standards,
scenario. .
methodologies, and tools.

REDD Projects

¢ The probability of forestland conversion or
degradation substantiated and includes a concise
description of the agents, causes and drivers of
deforestation and degradation.

« Estimates of carbon sinks and deforestation and/or
degradation rates take into account similar practices
in similar and/or comparable regions to that of the
project.

IFM Projects

¢ Business as usual management practices defined in
terms of silvicultural practices, rotation ages, and
restoration activities.

Reforestation/Afforestation Projects

- . . * Business as usual addresses probability of
Additionality: | An assessment of the changes in ust 1S usua’acare p iy €
. : reforestation activities in absence of project,
5.a GHG Baseline GHG stocks and flow expected in o o : .
R . describing how stocks existing prior to reforestation
Determination | the absence of a project.

activities are quantified.

All Projects

* Reconciled across projects within sub-regions and
across sub-regions in terms of linking to regional and
national targets.

¢ Includes estimates of how forest stock changes would
impact the communities, the biodiversity, the water
resources and the soil in the absence of the project,
taking into account the inventoried stocks at the time
of project initiation.

¢ Guidance for use of modeling and forecasting based in
transparent protocols and methodologies, endorsed
by local/regional experts.

¢ Baselines established conservatively and for REDD
projects should be updated periodically (e.g., at least
once every ten years).
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Ref Criteria Description Standards
Baseline scenario fully demonstrates its relationship
to the applicable laws and regulations in the project
region.
The legal, regulatory, and policy In case of a trend, shown in the baseline, towards the
factors that influence the lack of enforcement of laws and regulations,
. . deforestation and land use demonstrate that this is a common practice in the
Additionality: . . . .
dynamics are taken into project’s region.
Legal and . . - > . .
5b Regulatory consideration when defining the Documents include copies of statutes, regulations, and
’ - . baseline (i.e., Environmental policies potentially affecting the baseline.
Considerations . . . .
for Baseline Impact Assessment and/or Social Evaluation of public policy and relevant trends
Impact Assessment requirements includes quantitative information on enforcement and
and / or CEQA/NEPA compliance in the project area, similar areas in the
equivalent). same jurisdiction; and enforcement of similar statutes,
regulations, and processes in adjoining jurisdictions.
Includes regulations pertaining to stakeholder
participation.
. . The financial, budgetary, and . . .
Additionality: tnancial, budgetary Includes analysis of financial, budgetary, and
. economic factors that influence . . .
Economic . economic factors that influence planned deforestation
5.c . . deforestation and land use . e . )
Considerations : . and/or degradation activities in the baseline scenario
. dynamics are taken into account . .
for Baseline . . as compared to other land uses in the region.
when determining the baseline.
Net change of anthropogenic
emissions by sources of GHGs Accounting for activity shifting leakage or other
which occurs outside the project material changes in GHG emissions caused by project
6 Leakage boundary and which is activities outside of project boundaries.

’ g measurable and attributable to Leakage calculations incorporated into the number of
the project activity (as defined by net emissions reductions credits associated with the
the Marrakesh Accords, UNFCC project.

2001)
Increase in GHG emissions due to
shifts in agricultural activities or All activity shifting leakage appropriately accounted
Activit land conversion occurred outside for, and subtracted from the number of emission
VI the project area and beyond reduction credits issued
6.a Shifting . PR . ” .
what was expected in the The concept of “activity shifting leakage” takes into
Leakage . : o .
baseline and which can be account specific approaches in the context of the
attributable to the project’s projects submitted.
implementation.
Accounting methodology defined.
Market leakage accounted for (using look up tables or
Market Market based supply shifts to specific analysis) in cases where timber supply is
6.b Leakage substitute products that may significantly reduced as a result of the project.

g have negative climate effects. In line with the Kyoto Protocol, market impacts
outside the country borders do not have to be
accounted for.

Estimation and quantification of All carbon stocks and flows expected to significantly
GHGs emissions and change are estimated and/or quantified and reported.
7. Measurement ) . . ; . .
sequestrations associated with Requirements for measurements/estimates/sampling
the forest project. are updated regularly as science improves.
Set of definitions set up and . N
cetintl up Use of established standard definitions and
established by authority as a rule .
Measurement: . methodologies recommended for the measurements
. for the measure of quantity, :
7.a Standardized weight extent value. or qualit and equations.
Definitions gnt, ’ ordq Y The methodology used to measure the stocks is

and applied consistently across a
set of methodologies.

replicable.
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Ref Criteria Description Standards
. . Initial inventory methodology based on recognized
Net increases or decreases in :
. . methodologies and tools agreed upon by local and
Measurement: | forest carbon stocks including .
ps regional experts.
Quantification | above and below-ground o .
7.b . . . Ongoing inventory system in place to update forest
of Carbon biomass, dead wood, litter, soil .
: carbon stock changes on a regular basis.
Stocks organic carbon, and harvested o : .
Methodology application variable depending on
wood products. . e
project activity type.
. o All significant GHG emission sources associated with
Measurement: | Some project activities (e.g., . .
ps . . the project accounted for and/or estimated, e.g.,
Quantification | preparingland for tree planting) o . . . .
o emissions from biomass burning during site
7.c of other GHG may generate emissions not : - . .
.. > . . preparation; emissions from fossil fuel combustion;
Emission associated with specific carbon . o . s
direct emissions from the use of synthetic fertilizers;
Sources pools. o . ;
and emissions from N-fixing species.
Field measurements and estimates meet a specified
Measurement: | Statistical methods used to benchmark for accuracy and are reviewed and
7.d Statistical indicate the reliability of an updated regularly over time.
Confidence estimate. Discounts given when statistical confidence levels are
below requirements.
Use of appropriate methodologies and indicators (for
example, the analysis of the habitats of key species,
analysis of connectivity) to estimate changes in
biodiversity resulting from the project and making use
7 e Measurement: | Assessment of project impacts on of local traditional knowledge as appropriate.

’ Biodiversity biodiversity. Includes animal and plant species (timber and non-
timber) potentially affected by the project and of
importance to the communities that are threatened
with extinction or of ecological importance (e.g.,
Umbrella or keystone species).

Use of appropriate methodologies and indicators for
. . long-term livelihood, poverty alleviation, impacts on
Assessment of project impacts on g Vel poverty atieviation, imp
. . cultural values, and sustainable economic
socio-economic factors for
Measurement: . development.
7.f . . region, forest-dependent : . .
Socio-Economic , . Evaluation and reporting on the rights of forest-
communities, and Indigenous . .
dependent communities and Indigenous Peoples.
Peoples. . S )
Includes review of distribution of project revenues
among stakeholders.
Substantially equivalent to direct emissions
reductions.
Permanence ensured with monitoring and
The removal or storage of carbon verification.
8. Permanence in forestry projects produces Governance authority clearly articulates corrective
durable climate benefits. actions or other remedies when project obligations
are breached for duration of crediting period.
Establishment of pool buffers or insurance to address
the risks of non-permanence.
Land and resource tenure in project area is clearly
The property and the right to use established and legally recognized.
Permanence: the land and its resources in System available by which to verify the legal
8.2 Land and relation to the credits generated ownership and right of land and/or carbon on land.
’ Resource by the activity; may be limited to Where customary rights to land, territories and
Tenure certain resources ("resource resources in the project differ from statutory rights,

tenure") such as timber or water.

these are included in project documentation and
annual reporting. (Customary rights refers to patterns
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Ref

Criteria

Description

Standards

of long-standing community land and resource usage
in accordance with ‘Indigenous Peoples’ and ‘local
communities’ customary laws, values, customs, and
traditions, including seasonal or cyclical use, rather
than formal legal title to land and resources issued by
the State).

Free, prior and informed consent for all project
activities affecting statutory or customary rights
holders potentially affected by the project.
Demonstration that people or entities with statutory
or customary rights to the forest resources are the
people who will participate effectively in project
development and submittal.

Consideration included of traditional land tenure and
rights systems, as well as of traditional systems for
allocating rights to use natural resources.

8.b

Risk of Non-
Permanence -
Fires, Pests,
Changes in
Forest
Management

The non-permanence (emission)
of carbon stocks due to external
factors, natural or anthropogenic
causes, which interfere in the
estimated project stock
dynamics, such as illegal logging,
forest fires, disease, pests,
agricultural expansion, etc.

Assessment methodology for different kinds of non-
permanence (natural and anthropogenic).
Assignment of clear responsibilities for non-
permanence including liabilities and rules for
compensation, including utilizing the buffer reserve
system.

Permanence:
Use of Buffers

Carbon emission reductions
generated by project activities
but withheld from the market
that represent insurance against
non-permanence.

All projects establish buffer pool at initial verification
of emissions reductions.

A portion of credits withheld at all verification events.
Size of the buffer pool based on the project’s risk of
non-permanence, readjusted at periodic verification
process.

Buffer pools used to compensate for any unexpected
emissions.

Project Co-
Benefits

Benefits in addition to long-term
climate benefits provided by
project activities.

Projects benefit biodiversity and local forest
dependent communities and indigenous people.
Co-benefits identified, quantified, and described
qualitatively.

Measured against the social and biodiversity status of
the baseline/reference land-use scenario.

Projects incorporate community partnership and
profit-sharing.

Project Co-
Benefits:
Ecosystem
Preservation -
Native Species
/Wildlife
Habitat
Elements

Project benefits that improve or
conserve natural ecosystem
processes and enhance
biodiversity.

Projects generate demonstrable net biodiversity and
ecosystem service benefits.

No use of invasive species and justification of any use
of non-native species.

Guidance articulates the use of sustainable forestry
management practices, demonstrated by a)
recognized by 3rd party certification or b) government
recognized forest management plan, or c) utilization
of harvest rotation practices that ensure canopy
retention and increasing levels of standing live trees
over time.
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Ref Criteria Description Standards
Clear and equitable benefits to local forest-dependent
communities and stakeholders, based on their
definition of priorities and evaluation of results, e.g.
Proiect Co- Project activities that positively investment in sustainable income generation, benefit
BelnefitS' impact quality of life, levels of sharing mechanisms, employment, etc.
Forest-. economic activity and sources of Projects incorporate community partnership and
9.b earned income for residents who profit-sharing.
Dependent . e . . . .
- rely heavily on forests and other Communities provided information about climate
Communities AT, .
and Peoples activities linked directly or change.
indirectly to natural resources. Assure that the project does not require the relocation
of persons without their free prior and informed
consent and fair compensation, and that it also solves
the land tenure issues at the area.
Appropriate involvement of legitimate indigenous
authorities, institutions, and organizations in project
development and management.
Project activities that positively Evidence ofth_e 1nc9rporat10n (_)f Indigenous People’s
. . . recommendations into the project.
. impact culture, quality of life, . L .
Project Co- . - Project documentation includes evaluation on the
. levels of economic activity and ) . : o -
Benefits: . legal situation of pertinent indigenous territories,
sources of earned income for
9.c Impacts to o . . lands and resources.
- indigenous people who inhabit ) o
Indigenous . o Clear benefits to indigenous peoples who may be
or have rights to land, territories . . .
Peoples . . affected by the project, based on their definition of
and resources in the region of the e . . .
. . . priorities and evaluation of results, including
project and its surroundings. . . . . . .
investment in sustainable income generation, benefit
sharing mechanisms, employment, and protections for
indigenous cultural traditions (food security, spiritual
calendar, etc.) within project area.
All stakeholders who derive income, livelihood or
e cultural value from the project area and its resources
Participation of relevant . oo
) are identified.
stakeholders and rights holders . C
. . o Active participation of all stakeholder groups.
in project activities development, : .
. . . Includes public review process at key stages such as
implementation and evaluation . :
. . during the protocol development process, during the
through incorporation of .
- . . project development stage.
multiple entry points for public . . e
. . Takes into account quality stakeholder participation
input and involvement. Relevant . - . ; . .
Stakeholder/ . that identifies how input is sought (written, oral, in-
] stakeholders to include . . .
10. Public Indicenous Peoples. local person meetings in community, etc).
Participation genout pies, Stakeholders determine how they will be represented,
communities, women and . .
: - taking account of formal and informal
potentially marginalized groups, e
. R : arrangements/institutions.
civil organizations, public . . .
Lo o Mechanisms are in place to receive and resolve
organizations and entities, and . . . .
S grievances and disputes relating to planning and
non-governmental organizations. : . .
implementation of the project.
Includes a process for project developer to
demonstrate how public input was taken into account
and/or resulted in a change in the project.
Project information available, accessible and
understandable to local stakeholders (clearly justify
the need for confidentiality of any documents).
Stakeholder/ ! 1alty 1y cocu )
Public Transparency and provide public access to the
P Information generated by the project’s documentation at or close to the project site.
10.a Participation: . . s .
Information project and its availability. Local actors informed about the procedure to access
opsts the project documentation;
availability

Where applicable, project documents available in
regional or local languages.
Stakeholder representatives collect and disseminate
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Ref Criteria Description Standards
all relevant information from and to their
constituencies.
Information is available and disseminated in time to
enable stakeholder feedback to their representatives
and respecting the time needed for inclusive decision
making.
Entities or organizations responsible for monitoring
the project’s actions and for surveillance in the project
area are clearly defined.
Systematic monitoring plan included in project
submittal to ensure project emissions reductions and
other project requirements (social, environmental etc)
Regular inspection of the project are sustained for duration of project.
activities and impacts to the Systematic monitoring includes a variety of methods
11. Monitoring project area. Regular collecting such as satellite imagery and community/stakeholder
and reporting data related to the feedback, transit of boats in the project area, etc.
project’s performance. Reporting total GHG reductions or net CO2 emissions,
and other key project statistics required periodically
according to an approved and published methodology.
Monitoring report is transparent and available to a
variety of stakeholders.
If applicable, threatened areas are mapped and
subject to surveillance to ensure protection.
Process of periodically assessing
project eligibility,
implementation and results, Verification conducted by trained and approved third-
including carbon stocks and party auditors.
flows, legal land title, and Verification is conducted in accordance with the rules
e b claimed co-benefits, by an and requirements of the GHG Program and in line with
12. Verification . . . o .
independent third party, its accreditation requirements.
accredited for such work and Verification results in a Verification Report,
operating according to the rules appropriate portions of which are transparent and
and requirements of its available to stakeholders.
accreditation and accreditation
body.
g s Rules and procedural methods Guidance includes application of standards that can be
12.a Verl_flcatlon which guide how project understood and replicated consistently by a variety of
Guidance s e . . i
activities should be verified. qualified third party verifiers.
Verification enforcement addresses grievance
procedure, suspension, probation and de-
. accreditation. .
Procedures and mechanisms to . e
e Independent third-party verification of reported
12.b Verification ensure that the .a_greed upon emissions reductions completed before reduction tons
Enforcement terms and conditions are carried

out.

registered for offset credits.

Governance authority clearly articulates corrective
actions or other remedies when project obligations
are breached for duration of crediting period.
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Appendix B. Governor’s Climate and Task Force (GCF):
Working Group 1 (Project Level Criteria and Standards)
Efforts for 2010

Purpose: To refine the GCF Criteria and Standards for forest carbon projects
through framing and establishing key policies for the larger task force group,
through road testing a group of pilot projects and through expanding the
assessment of emerging protocols and research.

Key Deliverable: A revised set of project-level GCF Criteria and Standards with a
higher level of detail and guidance. These rules will be endorsed by the task force
and used to generate compliance grade offsets from forest carbon activities which
are capable of being recognized in the compliance mechanisms in programs of the
signatory states.

Timeframe: This work is expected to take place over 2010 with the following
milestones:

v'First meeting of professional protocol group; key

Jan - April, 2010 policies discussions underway.

v'Complete and distribute description of goals and
structure of pilot project program.

May, 2010 v'Present initial results of key policy discussions.

of list of pilot projects for review.

(GCF Meeting in Aceh) v'Complete and present screening results and selection

v'Interim report on findings from policy discussions and

Aug, 2010 pilot project program distributed to task force
members.
v'Present Draft Revised GCF Criteria and Standards
Sept, 2010

based on policy resolutions, feedback from pilot

(GCF Mtg - Location TBD) projects, and other work.

Dec, 2010 v'Publish final draft of Revised GCF Criteria and

Standards for compliance-grade forest project offsets.

Summary of Work Activities: (details provided on following pages)

A. Establish Key Policies: This task includes framing and providing resolution
for key policies that will eventually provide greater refinement of the GCF
Criteria and Standards. A forum of professionals, expert in forest protocols, will
be convened to assist in this effort.

B. Initiate Pilot Project Program: This task includes choosing and reviewing
representative portions of pilot projects in GCF states to provide feedback for
revisions to the GCF Criteria and Standards.

C. Expand Protocol Assessment: This task includes expanding the protocol
assessment to investigate emerging forest project protocols and research work.
D. Publish Revised GCF Criteria and Standards: This task to include revision
and distribution of the GCF Criteria and Standards as a result of establishing key
policies, feedback from the pilot projects, and expanded protocol assessment.
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A. Establish Key Policies: This task includes framing and providing resolution
for key policies that will eventually provide greater refinement of the Criteria and
Standards. A forum of professionals, expert in forest protocols, will be convened to
assist in this effort.

Step 1: Further frame and define the policies requiring resolution. Six
policies, impacting the Criteria and Standards, are treated differently in
existing protocols and lack consensus among members of the GCF. Further
work will be done to define the issues around the targeted key policies. The
six key policies to be resolved are currently identified as:

Six Key Policies for Resolution

a. Baseline Methodologies: What level of standardization for determining
baseline stocking is required to allow for acceptable third party review and
reconciliation across projects?

b. Leakage Requirements: What guidance can/should be provided for use of
look-up tables, measurement and minimum geographic and market scales for
project leakage estimates?

c. Co-Benefit Requirements: What are the minimum levels required for
measurement and monitoring of co-benefits and for achieving stakeholder
participation?

d. Definition of Permanence and Crediting Terms: What is the timeframe for
accounting and assessing risk? Is there a future role for temporary credits?

e. Assignment of Liability: What governance, contracts and remedies are
needed to ensure accountability for the credibility of the offsets and the offset
term?

f. Costs, Workability and Adaptability: How to incorporate cost and capacity
limitations as wells as ongoing science and research in the criteria and
standards? Will trading platforms allow crediting of pilot projects during the
process of addressing unresolved issues?

Step 2: Series of discussions with protocol professionals. A group of protocol
specialists will be asked to participate in a series of meetings over the phone
and in person to review the key policies. The group will include many of
those who have authored various forest project protocols. Discussion with
this group will result in recommended resolution of key policies and/or
alternative resolutions.
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The operating principle in reaching resolution on these policies will be to
ensure that forest project offsets are real, measurable, verifiable and
permanent, and further that forest project offsets generated under the GCF
Criteria and Standards will be recognized by the emerging GHG compliance
systems (e.g., California AB 32, Western Climate Initiative, Midwest
Greenhouse Gas Accord, and U.S. Federal).

Interim documents describing policy resolutions and/or alternatives and
their rationale will be made available to the task force during this process for
their review and approval.

Proposed Forum of Professionals for Policy Issues Resolution:

Toby Jansen Smith (Conservation International, Voluntary Carbon Standard)
Joanna Durbin (The Climate, Community & Biodiversity Alliance)

John O. Niles (Tropical Forest Group)

Jeff Hayward (Rainforest Alliance)

Barbara Bamberger (California Air Resources Board)

Derek Broekhoff (Climate Action Reserve)

John Nickerson (Climate Action Reserve)

B. Initiate Pilot Project Program: This task includes choosing and
reviewing representative portions of pilot projects in GCF states to provide feedback
for revisions to the GCF Criteria and Standards.

Step 1: Define goals and structure of pilot project program.

v Process for selection of portions of ongoing and proposed REDD
projects for review largely based on project screening using GCF
Criteria and Standards as well as evolving policy resolution
discussions.

v Approach for gathering information and review of portions of pilot
projects. This to include on the ground review as well as review of
project plans and partner interviews.

v’ Systematic collection of pilot project information in a way that can
provide meaningful feedback and rationale to revise GCF Criteria
and Standards. This to include review of criteria with both high
and low consensus. (e.g., Measurement, Monitoring, and
Verification as well as Baseline & Additionality, and Permanence)

v" Mechanism to allow for acceptance of interim credit issuance from
an appropriate portion of an eligible pilot project to pay for
ongoing project expenses and costs of “road testing.” The
payments from the acceptance of these credits would allow for
some key capacity building as the work of the GCF task force
continues.
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Step 2: Consultation with Working Group 2: Review and feedback from pilot
projects will need to include consideration of the coordination of accounting
of project-level activity into national and subnational frameworks which are
issues under assessment by Working Group 2. These issues are critical as,
currently, proposed U.S. federal legislation is likely to require that project
level activities be consistent with national actions in order to be considered
compliant in offset trading platforms. Consideration to include coordinating
review of approaches to: baseline and reference scenarios, aggregation, error
rates, and required leakage calculations. Working Group 1 will request
candidates for pilot project from Working Group 2 that would demonstrate
these issues on the ground.

Step 3: Consultation with Working Group 3: Review of feedback from pilot
projects will also need to include consideration of the technical, legal, and
institutional needs of the various GCF states and provinces, data which is
being collected by Working Group 3. The needs assessment work will
influence the refined guidance to be included in the revised Criteria and
Standards and impact the capacity of the states to complete projects and
generate offsets. Consideration will include carbon accounting requirements,
land tenure, verification, enforceability and other issues. Working Group 1
will request candidates for pilot project from Working Group 3 that would
demonstrate these issues on the ground.

Step 4: Determine list of possible pilot projects. The initial list of possible
pilot projects will need to have the following qualifications:
v" REDD project type
v Located in or in proximity to signatory states
v Project is currently ongoing or has been in development for
some time

Preliminary List of Possible Pilot Projects (to be revised and expanded):

INDONESIA:

BRAZIL:
Juma Sustainable Development Reserve, Amazonas, Brazil (589,612 ha)
Apui PES and REDD Project, Amazonas, Brazil (2,400,000ha)
Feijo Manual Urbano, Acre, Brazil (2,219,228 ha)
Payment for Environmental Services —-Carbon Project (Acre PES-
CARBON), Acre, Brazil (5,800,000 ha)

Ulu Masen Ecosystem, Aceh, Indonesia (750,000 ha)

Mimika and Mamberamo Project, Papua, Indonesia (225,000 ha)
Leuser Ecosystem Project, Aceh, Indonesia (2,600,000 ha)

SL] GECO REDD+ Conservation Project, East Kalimantan, Indonesia
(70,000 ha)
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Step 5: Complete screening of pilot project list. Take the list of pilot projects
and further screen them with the draft criteria and standards evolving from

the key policy discussions. Distribute final list of screened projects to larger
task force group with the rationale for inclusion or elimination from the pilot
program for final determination.

Step 6: Collection and analysis of pilot project information. Compare pilot
projects to developing criteria and standards and provide feedback loop to
further refinement of criteria and standards. Collect data through
examination of project documents, on the ground visits and interviews with
project partners and critics. Develop presentation of case studies from pilot
projects and hypothetical projects to test the robustness of the Criteria and
Standards. Include feedback for Working Group 2 (Accounting Frameworks
and Coordinating Mechanisms) and Working Group 3 (Needs Assessment).

C. Expand Protocol Assessment: This task includes expanding the protocol
assessment to investigate additional forest project protocols and research work.
Additional protocols for review may include Plan Vivo, Social Carbon, those utilized
by the World Bank, and emerging forest project protocols in China. Review of
research to include papers on key policy topics such as additionality, permanence
and leakage.

D. Publish Revised GCF Criteria and Standards: This task to include
revision of the GCF Criteria and Standards as a result of establishing key policies,
feedback from the pilot projects, and further investigation of emerging protocols
and research. Add details required to provide adequate guidance for third part
review of project eligibility and acceptance of offsets. Publish and distribute draft
revised criteria and standards with refinements and details for stakeholder groups
and task force review.
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