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The Office of the Auditor General of Norway’s
investigation of Norway’s International Climate
and Forest Initiative

BACKGROUND AND OBJECTIVES OF THE INVESTIGATION

The capture and storage of carbon in forests is seen as essential for achieving climate goals. In this regard, it is
particularly important to preserve tropical forests in developing countries. Norway has actively contributed to the
international initiative for this, called REDD+, with funding and negotiations.

From 2008-2017, the Storting allocated NOK 23.5 billion to the initiative, which is Norway’s largest
international climate initiative. The funds are primarily channelled to bilateral and multilateral partners, in
addition to civil society organisations. Brazil received the most funding.

The goal of the investigation was to assess Norway'’s efforts to establish an effective means of reducing
greenhouse gas emissions from deforestation and forest degradation in developing countries.

Findings and recommendations
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Monitoring of the implementation and results of REDD+ is unsatisfactory
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To the Storting

The Office of the Auditor General hereby submits Document 3:10 (2017-2018)
The Office of the Auditor General of Norway’s investigation of Norway'’s International
Climate and Forest Initiative.

Documents in this series have the following subdivision:

Summary of key findings, the Office of the Auditor General’s remarks,
recommendations, follow-up by the ministry/ministries, and the Office of the Auditor
General’s closing remarks

Appendix 1: The Office of the Auditor General's letter(s) to the Minister(s)
Appendix 2: Reply/replies from the Minister(s)

Appendix 3: The performance audit department's investigation and assessments

The Office of the Auditor General uses the following terms for criticism, ranked
according to highest severity:

1.

2.

Very serious is used to refer to circumstances where the consequences for society
or the citizens concerned are very serious, e.g. risk to life or health.

Serious is used to refer to circumstances that could have major consequences for
society or the citizens concerned, or where the sum of errors and deficiencies is so
great collectively that the situation must be considered serious in itself.

Very reprehensible refers to circumstances that have less serious consequences,
but which nevertheless concern matters of fundamental or major importance.
Reprehensible is used to characterise inadequate management where the
consequences will not necessarily be serious. This could concern errors and
deficiencies that have financial consequences, the infringement of regulations or
matters which have been brought up previously but have still not been rectified.

The Office of the Auditor General, 15 May 2018

For the Board of Auditors General

Per-Kristian Foss
Auditor General
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Ministry of Climate and Environment

The Office of the Auditor General of Norway’s
investigation of Norway’s International Climate and
Forest Initiative

Norway’s International Climate and Forest Initiative is Norway’s largest international
climate initiative. The initiative was launched by the Norwegian authorities at the
climate summit in Bali in December 2007. During the 2000s, awareness of the
importance of forests as regards climate increased. The conservation of tropical forests
in developing countries was considered to be particularly important for climate. The
parties to the United Nations Framework Convention on Climate Change therefore
decided at the summit in Bali to test out the opportunity to establish a framework for
collaboration under the United Nations Framework Convention on Climate Change,
with the aim of reducing emissions from deforestation and forest degradation in
developing countries. Initiatives for increasing the uptake and sequestration of carbon
in tropical forests in developing countries are called REDD+'.

Norway’s International Climate and Forest Initiative is Norway’s contribution to the
efforts being made under the United Nations Framework Convention on Climate
Change to test out and establish a framework for REDD+. The initiative was
established as a project within the Ministry of Environment. A key goal for the
Norwegian initiative has been to ensure that REDD+ forms part of a new global climate
agreement. Moreover, early attempts to implement REDD+ was to result in rapid and
early reductions in emissions. At the climate summit in Paris in 2015, the parties to the
United Nations Framework Convention on Climate Change reached a consensus on a
new international climate agreement (the Paris Agreement). The agreement promotes
climate initiatives relating to forests and the use of the REDD+ framework.

REDD+ covers various types of initiatives aimed at increasing and preserving the
uptake and sequestration of carbon by forests. Amongst these are forestation and a
reduction in or stopping of logging. Many multilateral funds and programmes offer
technical assistance to countries with tropical forests who want to implement REDD+.
The aid includes assistance in the preparation and establishment of the necessary
plans, legislation and institutions, as well as the mapping of forests and methods to
measure the uptake of carbon by forests. Through Norway’s International Climate and
Forest Initiative, Norway has participated in international negotiations concerning the
REDD+ framework, and made financial contributions to bilateral and multilateral
partnerships in order to test out REDD+ in a number of countries.

Norway’s International Climate and Forest Initiative has established goals relating to
both climate policy and development policy, and aims to support the overarching goals
for Norwegian climate, foreign and development policy. During the period 2008-2017,
a total of NOK 23.5 billion was allocated to the initiative. In Innst. 440 S (2016-2017),
the Storting decided to extend the work through to 2030. Until January 2014,
responsibility for Norway’s International Climate and Forest initiative was shared
between the Ministry of Climate and Environment and the Ministry of Foreign Affairs.
Since 2014, the Ministry of Climate and Environment has had full responsibility for the
initiative. The Norwegian Agency for Development Cooperation (Norad) is subordinate

1)  “Reducing emissions from deforestation and forest degradation and the role of conservation, sustainable management of
forests and enhancement of forest carbon stocks in developing countries”
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to the Ministry of Climate and Environment as regards matters pertaining to Norway’s
International Climate and Forest Initiative. The Ministry of Climate and Environment
also has special envoys at the Norwegian embassies in the key partner countries.

The initiative to combat deforestation and forest degradation in developing countries
entails considerable risk. This is apparent from St.prp. nr. 1 for the Ministry of Foreign
Affairs and the Ministry of Climate and Environment.” The remaining extensive forest
areas are located in some of the world’s most inaccessible regions, where there are
many challenges relating to management practices and strong international
stakeholders are actively involved in deforestation. Nevertheless, reducing greenhouse
gas emissions from tropical forests has been identified as being vital in order to
achieve the climate agreement’s goal of limiting global warming to below 2 degrees
centigrade.

The aim of the investigation was to assess Norway’s efforts to establish an effective
instrument for reducing greenhouse gas emissions from deforestation and forest
degradation in developing countries. The investigation covers analyses of progress
and results achieved to date in REDD+ countries which have been supported by
Norway’s International Climate and Forest Initiative. The investigation covers the
period 2008-2017, with an emphasis on the situation at the time of data acquisition.
Data acquisition was carried out from March 2016 to October 2017.

The investigation was partly based on the following resolutions and intentions of the

Storting:

* Innst. 7 S and Innst. 9 S for the period 2009 to 2016

* Innst. S nr. 145 (2007-2008) Innstilling fra energi- og miljskomiteen om norsk
klimapolitikk

* Innst. 390 S (2011-2012) Innstilling fra energi- og miljgkomiteen om norsk
klimapolitikk

* Innst. 44 S (2011-2012) Innstilling fra utenriks- og forsvarskomiteen om en
gronnere utvikling — om sammenhengen i milj@- og utviklingspolitikken

* Innst. 123 S (2013-2014) Innstilling fra kontroll- og konstitusjonskomiteen om
Riksrevisjonens rapport om den arlige revisjon og kontroll for budsjettaret 2012

The report was submitted to the Ministry of Climate and Environment and the Ministry
of Foreign Affairs in conjunction with a letter dated 15 January 2018. The respective
ministries commented on the report in letters dated 9 February 2018 and 12 February
2018. The comments have largely been incorporated into the report and this document.

The report, the Board of Auditors General’s covering letter to the Ministry dated 20
March 2018 and the Minister’s reply of 5 April 2018 are enclosed as appendices.

—

Key findings

The results of REDD+ to date are delayed and uncertain.

Monitoring of the implementation and results of REDD+ is unsatisfactory.

* Norway’s contributions to REDD+ have not triggered sufficient financing from other
donors.

2)  During the period 2008-2013, the work relating to Norway’s International Climate and Forest Initiative was split between
the Ministry of Foreign Affairs and the Ministry of Climate and Environment. During this period, both these ministries
submitted reports on the initiative in the budget proposal.
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* The Ministry of Climate and Environment is not sufficiently systematic in its
acquisition and use of data concerning the results of Norway’s International Climate
and Forest Initiative.

» The ministries’ follow-up of the risk of fraud is inadequate.

2 The Office of the Auditor General’s comments
2.1 The results of REDD+ to date are delayed and uncertain

2.1.1 Stimulating reductions in deforestation represents a challenge

A pivotal goal of Norway’s International Climate and Forest Initiative is cost-effective
and early reductions in emissions. Moreover, the results must be lasting and result in
long-term reductions in emissions; see for example Innst. S. nr. 269 (2008-2009) and
Innst. 390 S (2011-2012). As part of Norway’s International Climate and Forest
Initiative, Norway pays partner countries for documented reductions in emissions from
forests.

At the end of 2016, Norwegian climate and forest funds amounting to a total of NOK
8.3 billion had been paid out for reductions in emissions from forests, split between
three countries: Brazil, Guyana and Colombia. REDD+ is being implemented in
different ways in the three countries. However, common to all three countries is that
progress in REDD+ has been hampered by fluctuating political priorities and capacity
to implement REDD+ in the partner countries.

Brazil is the largest recipient of REDD+ funds globally and has received a total of NOK
7.4 billion from Norway’s International Climate and Forest Initiative. By the time Norway
entered into the bilateral REDD+ partnership with Brazil in 2008, Brazil had already
achieved a substantial reduction in deforestation. Deforestation was more than halved
during the period 2004—2008. The reduction in deforestation continued during the first
year of the partnership with Norway, but decreased after 2009. The deforestation
figures show that deforestation has stabilised during the period covered by the bilateral
partnership, with some fluctuation from year to year. The reduction in deforestation in
the Amazon during the initial period is partly explained by effective prosecutions of
illegal logging. It has been acknowledged by the Brazilian and Norwegian authorities
that Brazil is in need of new initiatives in order to reduce deforestation further.
However, expanding REDD+ to cover more of the country, with initiatives aimed at also
reducing legal logging, is proving to be politically more challenging to implement, partly
because of conflicts of interest between sectors in Brazil. It has thus proved to be
difficult to further reduce or suspend logging.

The low political priority given to REDD+ in the partner countries also has
consequences as regards the progress made in terms of payments from the Amazon
Fund in Brazil. The Amazon Fund receives results-based payments from Norway for
investments in additional initiatives to reduce deforestation and promote sustainable
development. The Fund’s investments have been delayed in many cases, partly
because regional and federal authorities have not initiated approved projects. A high
proportion of the climate and forest financing allocated to Guyana has also not been
used so far, but remains in an account pending clarification that the authorities will
continue the country’s green growth strategy.

The Office of the Auditor General notes that large sums of money from Norway remain

unused in the bank accounts of recipients in a situation where there is an urgent need
to boost climate financing and step up efforts to combat deforestation. The Office of the

Document 3:10 (2017-2018)



10

Auditor General furthermore notes that the Ministry of Climate and Environment has
limited scope as regards what it can do when partner countries do not wish to prioritise
REDD+. The Office of the Auditor General notes that this means that the Norwegian
authorities are paying for emission reductions where the duration of the results is
uncertain.

2.1.2 The facilitation of emission reductions has made poor progress

In connection with the climate settlements in the Storting in 2008 and 2012, a majority
of the Energy and Environment Committee gave their support for Norway to contribute
to demonstration and pilot projects in order to test out REDD+. For most countries
wanting to implement REDD+, it is necessary to carry out various forms of preparatory
measures before the countries concerned can achieve and verify reductions in
emissions from forests.

Little progress has been made in the extensive work to facilitate emission reductions
through the formulation and implementation of national REDD+ strategies, policies and
initiatives. This applies to both the multilateral and bilateral partnerships that Norway’s
International Climate and Forest Initiative supports. Figures for FCPF, a collaborative
programme under the World Bank, show that 9 out of 45 countries have submitted a
final report on the work to facilitate REDD+. Four countries have entered into an
agreement concerning results-based payments. None of these has so far submitted
reports or received payment for emission reductions. In the case of five out of eight
bilateral partnerships that Norway’s International Climate and Forest Initiative has
entered into involving payments for emission reductions, payments for results in the
form of measured, reported and verified emission reductions have been delayed.

The investigation shows that in Ethiopia — a country which is facilitating future emission
reductions within REDD+ - there is little cross-sector political agreement to prioritise
REDD-+. This is delaying and jeopardising vital legislative changes and planning work,
and the implementation thereof. It is also expensive and time-consuming to implement
some of the initiatives that are intended to contribute to emission reductions. For
example, the plans concerning forestation in Ethiopia assume the availability of more
funding sources than are available at present.

The Office of the Auditor General notes that little progress has been made in a number
of REDD+ countries and that there is still uncertainty surrounding the feasibility and
possible impact of REDD+. The Office of the Auditor General concludes that the initial
investments may not have any climatic impact and that REDD+ is not leading to early
emission reductions as anticipated.

2.1.3 Carbon leakage, the relocation of logging, could reduce the impact of
Norway’s contribution to REDD+ on the climate

In Innst. S. nr. 269 (2008-2009), the Foreign Affairs Committee referred to the
importance of ensuring that the measures to combat deforestation are implemented
nationally and do not lead to carbon leakage, where the stopping of logging in one area
leads to an increase in logging elsewhere. Carbon leakage can occur both within a
country and between countries.

Although Norway’s International Climate and Forest Initiative has a clear goal that
REDD+ will cover all forests in the partner countries, it has in practice proved to be
difficult to expand REDD+ into a national initiative. The bilateral partnership with
Guyana is so far the only partnership where the implementation of REDD+ is based on
measurements of deforestation nationally. In the partnership with Brazil, Norway is
paying for emission reductions in the Brazilian part of the Amazon. Forests across
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much of the country are not included in the measurements. This is despite the fact that
Norway has also supported initiatives to conserve forests in other areas in Brazil, e.g.
in the Cerrado. The Cerrado will not be included in Norway’s payments for emission
reductions in Brazil until 2019 at the earliest. A research report shows that in 2016 the
Cerrado, which represents half of the Amazon in terms of area, had greenhouse gas
emissions from changes in land use and deforestation equal to those of the Amazon.
The Brazilian authorities have no detailed information concerning deforestation in the
Cerrado or other forested areas in Brazil.

The expansion of REDD+ to a national initiative is creating conflicts of interest between
sectors in the partner countries, but it is also a question of access to resources and
specialist expertise. For some REDD+ measures, there are no methods or data
available for calculating the climatic impact of the measures. Differences in habitat
types and land use may also render it necessary to adapt REDD+ to different regions
within a country. This is for example the case in Ethiopia, where the remaining natural
forest is relatively small and REDD+ therefore also entails forestation. These
differences reduce the transferability of experiences within a country and make it more
resource-intensive to expand REDD+ to national level. The delayed expansion of
REDD+ to national level also makes it more difficult to control the risk of carbon
leakage.

Achieving the desired climatic impact will require a high proportion of tropical forests to
be covered by REDD+. Many developing countries have shown an interest in REDD+,
and REDD+ actions have been financed multilaterally in over 60 countries. Norway
alone has transferred funds to 36 countries. However, some of these countries will not
continue their REDD+ work, partly because of a lack of prioritisation and partly
because of a lack of financing. The implementation of REDD+ also faces considerable
challenges in the countries with the largest forested areas, such as Indonesia, Brazil
and DR Congo.

The Ministry of Climate and Environment itself highlights the risk of carbon leakage in
St.prp. nr. 1 (2008—-2009) and elsewhere. In order to manage the risk the Ministry has,
for example, channelled aid multilaterally in order to include as many countries in
REDD+ as possible and enable them to increase the scope of REDD+ initiatives
should more funding for results-based payments become available. Norway’s
International Climate and Forest Initiative is also supporting the work to encourage
companies to manufacture products without resorting to deforestation in order to
reduce the risk of carbon leakage.

The Office of the Auditor General notes that the risk of carbon leakage is considerable
because of the weak implementation of REDD+ at national level and in key tropical
forest countries. The Office of the Auditor General furthermore notes that, as a result of
this, a key prerequisite for Norway’s International Climate and Forest Initiative has not
been fulfilled. The Office of the Auditor General believes that this leads to considerable
uncertainty over the climatic impact of REDD+ and Norway’s contribution.

2.2 Monitoring of the implementation and results of REDD+ is unsatisfactory

2.2.1 Social and environmental safeguards are not being adequately followed up
The REDD+ safeguards are principles for social and environmental considerations that
the developing countries shall follow when implementing REDD+. The principles are
based on the view that REDD+ can have both positive and negative impacts on
circumstances such as the eradication of poverty, the rights of indigenous peoples and
the conservation of natural forests. On a number of occasions, the Storting has
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therefore referred to the importance of ensuring that Norway prioritises controls to
ensure that the social and environmental safeguards are complied with and that action
is taken if they are not followed; see for example Innst. 9 S (2014-2015).

It has been important for the Ministry of Climate and Environment to include social and
environmental safeguards in the REDD+ framework under the United Nations
Framework Convention on Climate Change and in agreements that the Ministry of
Climate and Environment enters into. Nonetheless, the efforts being made to
safeguard the Storting’s prerequisites concerning compliance with the REDD+
safeguards have faced obstacles. This is partly because many parties consider the
follow-up of the safeguards to be an internal matter, with the result that the guidelines
from the climate convention have become general and overarching. One consequence
of this is that there is little reporting from the REDD+ countries on compliance with the
REDD+ safeguards, and only one country has so far developed a REDD+ safeguard
information system for obtaining information and for reporting concerning this, as
determined under the United Nations Framework Convention on Climate Change.

There is some variation between the bilateral partnerships as to whether the Ministry of
Climate and Environment requires reporting on compliance with the REDD+
safeguards in the agreements concerning results-based payments. Whilst the
agreement with Guyana includes an assessment of management practice indicators in
connection with the calculation of Norway’s results-based payments, the payments
made to Brazil are only based on figures for deforestation. The rights of indigenous
peoples are under considerable pressure in both countries. The Ministry of Climate and
Environment refers to the fact that the Ministry follows up the REDD+ safeguards in its
dialogue with the Amazon Fund, which administers Norway’s payments to Brazil.
Consideration of the Amazon Fund’s annual reports by the Ministry of Climate and
Environment shows that the Ministry of Climate and Environment repeatedly requests
greater transparency and more information concerning the compliance with the REDD+
safeguards from the fund.

The audit shows that the Ministry of Climate and Environment’s acquisition and use of
information concerning the REDD+ safeguards is also unsatisfactory. Although the
Ministry has established indicators for progress and results concerning the safeguards,
the Ministry does not request information concerning the status of the indicators from
Norad, the embassies or the Ministry’s own country managers. The Ministry does not
therefore make use of the opportunity to build on its own information when reporting
from the partner countries is inadequate. This weakness also permeates the reporting
in budget proposals and Norad’s annual reports, which generally only state that
provision has been made to ensure compliance with the REDD+ safeguards, rather
than describing results in specific terms.

The REDD+ safeguards are intended to help ensure that REDD+ is not implemented at
the expense of other considerations, such as biodiversity and the eradication of
poverty. These are important considerations and goals in themselves. Moreover, it is
considered to be vital to address the REDD+ safeguards in order to achieve long-term
reductions in emissions through REDD+. Information concerning the safeguards is
therefore essential in order to accurately assess the effects of REDD+ and Norway’s
International Climate and Forest Initiative. The Office of the Auditor General notes that
there are both deficiencies in the Ministry’s own acquisition and use of information, and
unsatisfactory reporting by the partner countries. Overall, this leads to a risk that
Norway could end up paying for results that do not fulfil the requirements of the
REDD+ safeguards. The Office of the Auditor General believes that it is reprehensible
that the Ministry of Climate and Environment has not implemented more initiatives in
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the administration of the Norwegian funds in order to secure good information on
compliance with the REDD+ safeguards and associated reporting.

2.2.2 Measurement, reporting and verification of emission reductions are only
partly in place

The measurement, reporting and verification (MRV) of emission reductions is key to
ensuring that payments are made for actual reductions in emissions. The Storting has
referred to the need to establish monitoring and control arrangements and has also
noted the importance of third-party verification of the emission reductions from REDD+;
see Innst. S. nr. 145 (2007-2008) and Innst. S. nr. 269 (2008-2009).

The establishment of a system for the measurement, reporting and verification of
reductions in emissions from forests requires considerable resources, both
professional and financial. Norway’s International Climate and Forest Initiative has
invested in this work in bilateral partnerships and support for multilateral funds and
programmes, amongst other things. Brazil was one country that was considered to
have the necessary prerequisites and to be well underway with the measurement and
reporting of reductions in emissions from forests by the time the bilateral REDD+
partnership commenced. Nevertheless, there remains some way to go before Brazil
has nationwide and nuanced data concerning trends in forest cover, and precise
information concerning carbon in the forests. The decisions concerning REDD+ take
account of these circumstances by being open to the gradual development and
improvement of the measurement methods used. Norway also uses conservative
estimates of emission reductions from REDD+ as a basis for payments for emission
reductions. Further, the investigation shows that it has taken time for Brazil to further
develop its measurement and reporting to also cover forest degradation, i.e. the thinning
of forests, amongst other things. This is in spite of the fact that the inclusion of forest
degradation is one of the goals in the partnership agreement between Norway and Brazil
dating from 2008. At present, reports concerning forest degradation are only submitted
by researchers, and emissions from forest degradation are not included in the annual
calculations of greenhouse gas emissions from Brazilian forests.

The Ministry of Climate and Environment has referred to the right of civil society to
access and verify the official deforestation figures in Brazil as being important in order
to compensate for the fact that Brazil’s deforestation figures are not verified by an
independent third party before payments are made by Norway. However, the
investigation shows that civil society in Brazil believes that the authorities do not
include them sufficiently in the discussions relating to the deforestation figures and the
need for initiatives, and that there are now fewer opportunities to become involved.

The Office of the Auditor General notes that the precise measurement, reporting and
verification of emission reductions (MRV) within REDD+ is technically challenging and
will take time to establish. Good MRV systems are important in order to secure the
climatic effects of REDD+. The Office of the Auditor General assumes that the Ministry
will continue to stress the importance of sound MRV systems in the efforts relating to
the Climate and Forest Initiative, and follow up the partner countries with clear
requirements regarding improvements in the measurement, reporting and verification
of emission reductions.

2.3 Norway'’s contributions to REDD+ have not triggered sufficient financing
from other donors

In a number of arenas, the Storting has stressed that Norway’s International Climate
and Forest Initiative must be carried out in partnership with others and that Norway’s
contributions must also trigger an increase in support for REDD+ from other countries
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and stakeholders; see for example Innst. 390 S (2011-2012). The need to ensure
predictable transfers is also stressed; see for example Innst. 44 S (2011-2012).

There is no complete overview of REDD+ financing globally. The shortfalls in the
availability of data mean that it cannot be ascertained with any certainty how much
funding has been mobilised for REDD+, who has contributed or how the funds have
been used. However, it is a common feature of many of the surveys that have
attempted to trace the REDD+ funds that Norway is the largest individual donor,
followed by a handful of other donors that have also made significant contributions,
including the United Kingdom and Germany. Norway accounts for 51 percent of a total
of around USD 5.3 billion which has been paid out to REDD+ from these three
countries during the period 2008—-2016. The Office of the Auditor General notes that
the high proportion of Norwegian funds shows that the condition of strong involvement
from other donor countries in REDD+ has not been met.

The financing of REDD+ has not been clarified in the negotiations in connection with
the climate convention. This is not unique to REDD+, as it applies to all areas which
are being considered in the climate negotiations. The Ministry of Climate and
Environment has stated that this represents the greatest risk for REDD+ and Norway’s
International Climate and Forest Initiative, e.g. in Prop. 1 S (2012-2013) and Prop. 1 S
(2014-2015). The question of who should be able to credit the results of REDD+ as
national contributions is still open to discussion amongst the parties to the climate
convention and has yet to be clarified.

The Office of the Auditor General notes that there are no predictable and adequate
transfers to REDD+ globally and that Norway’s contribution represents a greater
proportion than anticipated compared with the financing contributed by other donors. A
fundamental prerequisite for Norway’s contribution to REDD+ is therefore not being
fulfilled. The Office of the Auditor General also notes that efforts are still being made in
a number of international forums and under the United Nations Framework Convention
on Climate Change to find solutions for the financing of climate initiatives and
international collaboration.

2.4 The Ministry of Climate and Environment is not sufficiently systematic in its
acquisition and use of data concerning the results of Norway’s International
Climate and Forest Initiative

St. prp. nr. 1 (2008—2009) for the Ministry of Foreign Affairs notes that REDD+
constitutes groundbreaking work where both negative and positive experiences can be
of value. It was stressed that it is important to have a systematic and strategic
approach in order to be able to implement corrective measures as and when
necessary. The Regulations for Financial Management in the State (the Financial
Regulations) also require a systematic approach in that, for an individual grant
scheme, the Ministry must describe goals, criteria for goal attainment and awards, and
establish provisions concerning the follow-up and control of grants.

The Ministry of Climate and Environment has prepared a strategic framework which
shows the link between the Storting’s goals for Norway’s International Climate and
Forest Initiative, the Ministry’s concretisation of them, milestones for the work and
indicators for progress against each individual milestone. The framework is a tool for
the Ministry to use when acquiring and using information concerning progress and
results in Norway’s International Climate and Forest Initiative.

The indicators in the framework have been identified by the Ministry as being pivotal to
achievement of the overarching milestones and goals for the initiative, and for
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assessing the progress being made in the partnerships. Nevertheless, the Ministry has
not facilitated or imposed requirements on the embassies, Norad or country managers
within the Ministry concerning the acquisition of information at indicator level. This
means that the Ministry does not have complete data or analyses of progress and
results for individual indicators or sets of indicators. Moreover, neither Norad nor the
embassies have any basis for their reporting to the Ministry either.

The Office of the Auditor General considers it positive that the Ministry of Climate and
Environment has followed up the recommendation in the real-time evaluation of
Norway'’s International Climate and Forest Initiative and in Document 1 (2013-2014) to
establish a result framework for the initiative. However, the Office of the Auditor
General believes that the value of this result framework is weakened by the Ministry’s
use of it. The lack of a systematic approach to the acquisition and analysis of data
concerning results weakens the Ministry of Climate and Environment’s basis for
management and for testing and building experience with REDD+. The Office of the
Auditor General believes that this is reprehensible, particularly because REDD+
represents groundbreaking work which entails considerable risk as well as uncertainty
regarding the feasibility and effects of initiatives.

2.5 The ministries’ follow-up of the risk of fraud is inadequate

According to Section 14 of the Financial Regulations, all government departments and
agencies must establish systems and routines that include internal controls. One of the
purposes of this is to ensure that irregularities and financial crime are prevented and
uncovered. Government departments and agencies must carry out checks on
underlying agencies and entities outside the public administration which exercise
administrative authority. See Section 15.

The risk of fraud in Norway’s International Climate and Forest Initiative is considered to
be high. According to current guidelines, the implementing partner’s internal controls
and other systems and routines regarding the handling of fraud are assessed before
an agreement is entered into, and further follow-up must be adapted to the risks. The
administrative manager must respond in the event of evidence of fraud, in accordance
with the principle of zero tolerance for corruption involving aid, and the associated
guidelines. The investigation shows specific cases where the Ministry of Climate and
Environment’'s assessments of the risk of fraud do not follow relevant guidelines for the
prevention and follow-up of suspected fraud.

The Brazilian Development Bank, which administers the Amazon Fund as part of its
portfolio, is the largest recipient of funds from Norway’s International Climate and
Forest Initiative. At the end of 2017, Norway had transferred NOK 7.6 billion to the
Amazon Fund. Of this, a total of NOK 1.2 billion was transferred during 2016 and 2017.
In January 2016, the Ministry of Climate and Environment contacted the Amazon Fund
in connection with media attention regarding the investigation of the bank concerning
suspected fraud linked to project approvals. The investigation was not specifically
aimed at projects under the Amazon Fund, but covered the bank’s general internal
controls. After being informed about the bank’s internal control systems, the Ministry
decided to await developments in the situation. The investigation shows that, in its
decision, the Ministry failed to take account of the fact that the investigation of the bank
revealed a risk of weaknesses in the bank’s internal controls and that these
weaknesses also impacted on the administration of the Norwegian funds paid to Brazil.

The administration assessed an implementing partner on two occasions without

discovering that the partner was registered as a mailbox company. During the period
2013-2016, the partner received NOK 30 million via Norway'’s International Climate
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and Forest Initiative. The partner is a subsidiary organisation of a recipient of

NOK 33 million during the same period. Registration as a mailbox company reduces
the administration’s access and scope to carry out checks on the use of the allocated
funds. It has taken the administration over 18 months to decide how the subsequent
collaboration with the grant recipient should be handled.

In one final case, a partner was found guilty of fraud in 2015 following a three-year
investigation. The partner administered a fund on behalf of a number of donors for
investments in the conservation of rainforest in the Congo Basin. During the period
2009-2012, Norway transferred NOK 420 million to the fund, making it the largest
donor. The Norwegian contribution to the fund was not frozen when the investigation
was initiated in spring 2012, contrary to the recommendations in the internal guidelines.
The reason for this has not been documented. Norway’s contribution to the fund was
not frozen until autumn 2014 when the fund’s board, which included Norwegian
members, decided to suspend the financing and initiation of new projects until the
investigation had been completed. After the investigation had been completed, the
Ministry of Climate and Environment demanded the repayment of funds that were not
tied or committed to approved projects under the fund. The amount that can be repaid
has not yet been determined and is being followed up.

The Office of the Auditor General believes that these cases show that the administration
is not adequately following up and managing the risk of fraud in Norway’s International
Climate and Forest Initiative. The Office of the Auditor General furthermore believes
that it is vital that, as a major donor to REDD+, Norway takes the lead as a role model,
makes sound assessments of partners and reacts consistently and quickly in the event
of suspected cases of fraud. The Office of the Auditor General considers it very
reprehensible that the Ministry of Climate and Environment does not take clearer
action when it receives information concerning the risk of fraud involving partners and
does not implement the necessary measures in accordance with the applicable
guidelines.

3 The Office of the Auditor General’s recommendations

The Office of the Auditor General recommends that the Ministry of Climate and

Environment:

» Further develops initiatives to address the need for lasting results from REDD+
through the work relating to the United Nations Framework Convention on Climate
Change and within the bilateral partnerships.

» Strengthens the ministry’s underlying information concerning the addressing of
social and environmental safeguards in connection with results-based payments.

+ Strengthens the follow-up of the Norwegian contribution to REDD+ through the
systematic acquisition and processing of data concerning progress and results of
Norway’s International Climate and Forest Initiative.

» Ensures responsible and active follow-up of risk, and the use of responses in the
event of non-conformities and reports of suspected fraud.
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4 The Ministry’s follow-up

In his letter of reply, the Minister for Climate and Environment notes that the Ministry
will use the report in its subsequent work to develop the initiative and further improve
the administration. The Minister states that the Office of the Auditor General’s four
specific recommendations will be followed up.

The Minister states that it is already a priority for Norway’s International Climate and
Forest Initiative to strive to secure lasting results from REDD+ through both the United
Nations Framework Convention on Climate Change and bilateral partnerships. In order
to develop initiatives to achieve lasting results, the Ministry will systematically further
strengthen public-private collaboration, the civil society programme and the work to
promote global transparency and combat forest crime. Political desire to bring about
change and a national approach to the REDD+ initiative in the partner countries, in
addition to the joint global initiative to reduce greenhouse gas emissions from forests,
will remain key aspects of the work to bring about lasting reductions in emissions.

The promotion of sustainable development and the eradication of poverty are
emphasised by the Minister as key elements in Norway’s International Climate and
Forest Initiative’s strategy to reduce the uncertainty associated with the duration of the
emission reductions for which Norway is paying. In Brazil, the Amazon Fund’s use of
Norway’s payments to support various institutions and organisations which are working
to promote sustainable development and eradicate poverty in the Amazon region
represents a contribution in this context. Together with others, Norway has also worked
to strengthen the rights and votes of indigenous peoples in national and international
processes. The Minister notes that extensive new areas of rainforest have come under
the control of indigenous peoples in Brazil, Colombia, Indonesia and Peru.

In his reply, the Minister points to the fact that Norway’s International Climate and
Forest Initiative has been a major reason why many companies have pledged to
reduce or cease deforestation as a result of their activities. From being a key factor
behind deforestation, these companies have become active driving forces behind
forest conservation. The Norwegian initiative has also financed projects which have
made satellite data concerning key forest areas available.

The Minister notes that the Ministry has found that results-based payments do not
provide developing countries with sufficient incentive to implement the major reforms
that are necessary in order to reduce deforestation. This is partly because the transfers
to REDD+ globally have not been as large as initially anticipated when the work
relating to REDD+ began back in 2008. The Ministry is continuing its international
efforts to boost climate financing and international collaboration regarding tropical
forests, but it is also targeting a broader group of stakeholders and reforming forces for
REDD+. The Minister notes that the Paris Agreement of 2015 represented a
breakthrough in many ways in that every country undertook to reduce its greenhouse
gas emissions, including those resulting from deforestation and forest degradation.

The Minister notes that the risk of carbon leakage, the relocation of logging, has been
known since the initiative was first established. A national approach to REDD+ in each
individual country is one of a number of elements in the Norwegian initiative in this
context. Other elements are the work aimed at raw material producers to ensure that
they cease deforestation, and support for initiatives to utilise existing areas of
agricultural land more efficiently.
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In his reply, the Minister stresses that substantial results have been achieved in the
Amazon region and that developments in Brazil show that REDD+ is working. The
deforestation taking place in the Brazilian part of the Amazon has been well below the
average rate of deforestation over the period during which the annual figures have
been calculated. The Minister believes that this was not highlighted sufficiently in the
Office of the Auditor General’s investigation.

The Minister will strengthen the Ministry’s underlying information concerning the
addressing of social and environmental safeguards in connection with results-based
payments. The Minister states that he agrees that the Ministry’s understanding of
where the countries are in the work relating to REDD+ safeguards could be improved
further. It is important that the countries work systematically to implement the

REDD+ safeguards to ensure that the results are sustainable, both socially and
environmentally. Norway will contribute to this important work and impose requirements
on those who receive payments from Norway’s International Forest and Climate Initiative.

The Minister also notes that all agreements that are entered into under Norway’s
International Forest and Climate Initiative include requirements regarding social and
environmental safeguards that the contractual parties must comply with and report on.
The Minister will consider whether it would be appropriate to link Norwegian payments
for emission reductions to the countries’ reports regarding such safeguarding
mechanisms submitted to the United Nations Framework Convention on Climate
Change.

The Minister will strengthen the follow-up of Norway’s contributions to REDD+ through
the systematic acquisition and processing of data concerning progress and results in
the Norwegian initiative. The result framework which has been developed provides a
good basis for the Ministry to look at the results of the initiative over time. The Minister
will continue to endeavour to systematise the information that the Ministry receives,
and notes that various measures have been instigated in order to better understand
the results of the initiative. The Minister supports the Office of the Auditor General’s
statements concerning the importance of this in order to maximise the lessons learned
from the initiative.

The Minister also notes that the real-time evaluation of Norway’s International Climate
and Forest Initiative under the direction of Norad has made important contributions to
the further development and improvement of the initiative. In addition, the ongoing
dialogue between the Ministry of Climate and Environment, its special envoys at a
number of embassies, and partners globally represents important sources of
information for use in strategic decisions. The Minister believes that the information-
sharing can be formalised further and related to the result framework in a more
systematic way.

The Minister states that he will follow the Office of the Auditor General’'s recommendation
to ensure that the Ministry responsibly and actively follows up risk and use of responses
in the event of non-conformities and reports of suspected fraud. The Minister considers
the Ministry of Climate and Environment’s current follow-up of the risk of fraud to be
responsible, and notes that the Ministry is following up the risk through preventive
measures and checks on the administration, partners and use of money. According to
the Minister, the Ministry of Climate and Environment benefits in this context from the
experiences, systems and administrative practices that have been established by the
Ministry of Foreign Affairs and Norad within this area. The Minister stresses that the
risks and the scope of control measures are subject to ongoing review and that the
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Office of the Auditor General’s findings will form part of the backdrop to these
assessments in the future.

5 The Office of the Auditor General’s closing remarks

The Office of the Auditor General notes that the Minister believes that substantial
results have been achieved in the Amazon region and that developments in Brazil
show that REDD+ is working. The Minister believes that these results are not
highlighted sufficiently in the investigation. The Office of the Auditor General states that
Brazil has considerably reduced its greenhouse gas emissions from deforestation
relative to the reference level.

Deforestation in the Brazilian part of the Amazon has been at such a level that Brazil is
entitled to receive payments from Norway under the agreement for the bilateral
partnership (2008—-2020).

Nonetheless, the trend in the deforestation figures shows that the reduction in
deforestation levelled out during the period of the bilateral partnership. Deforestation in
the Brazilian part of the Amazon amounted to 7893 km? and 6624 km? in 2016 and
2017 respectively.

Brazilian and Norwegian authorities have acknowledged that Brazil is in need of new
initiatives to bring about further reductions in or the cessation of deforestation. The
parties have so far been unsuccessful in their efforts to find instruments to further
reduce deforestation in the Amazon. The Office of the Auditor General maintains that
the results of Norway’s International Climate and Forest Initiative have been delayed
and that the duration of the results of REDD+ is uncertain.

The Office of the Auditor General sees the dilemma that the Ministry is facing as
regards the considerable risk of fraud in Norway’s International Climate and Forest
Initiative. The investigation indicates that more thorough investigations could have
been carried out concerning the risks prior to payment. The Office of the Auditor
General wishes to stress the need for responsible and active follow-up of the risk, and
the use of immediate responses in the event of non-conformities and reports of
suspected fraud. The administration must have zero tolerance for corruption and the
follow-up must be in proportion to the risk.

The case is being submitted to the Storting.

Adopted at the meeting of the Office of the Auditor General on 24 April 2018
Per-Kristian Foss Helga Pedersen

Anne Tingelstad Wgien Gunn Karin Gjul Arve Lennum

Jens Arild Gunvaldsen
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Our case officer
Karine Thorsell Hansen 22241331

Our date Our reference
20.03.2018 2015/01537-184
v Your date Your reference

Riksrevisjonen

Delayed publication; see Section 18(2) of the Norwegian
Act of the Office of the Auditor General of Norway

MINISTRY OF CLIMATE AND ENVIRONMENT
Postboks 8013 DEP
0030 OSLO

The Office of the Auditor General of Norway’s investigation of Norway’s International Climate and
Forest Initiative

Please find enclosed a draft version of Document 3:x (2018-2019) The Office of the Auditor General of
Norway's investigation of Norway's International Climate and Forest Initiative.

The document is based on a report which was sent to the Ministry of Climate and Environment in connection
with our letter dated 15 January 2018, and on the Ministry's reply dated 12 February 2018.

The Minister is asked to explain how the Ministry will follow up the Office of the Auditor General’'s remarks
and recommendations, and whether the Ministry disagrees with the Office of the Auditor General.

The Ministry’s follow-up will be summarised in the final document submitted to the Storting. The Minister’s
reply will be enclosed with the document in its entirety.

Deadline for reply: 5 April 2018.

For the Board of Auditors General

Per-Kristian Foss
Auditor General

The letter has been sent digitally and therefore has no handwritten signature.
Appendices:
Draft for Document 3:x (2018—2019) The Office of the Auditor

General’s investigation of Norway’s International Climate and
Forest Initiative
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THE ROYAL MINISTRY OF CLIMATE AND ENVIRONMENT

The Minister
Office of the Auditor General
P.O. Box 8130 Dep
0032 OSLO
Your ref. Our ref. Date
2015/01537 15/2805-27 5 April 2018

Reply from the Minister of Climate and Environment to the Office of the Auditor General’s
investigation of Norway’s International Climate and Forest Initiative

Reference is made to the Office of the Auditor General’s report submitted on 20 March, and
the results of the OAG’s investigation of Norway’s International Climate and Forest Initiative.
The report provides several useful insights. | want to follow up the OAG’s recommendations,
and the Ministry of Climate and Environment will use the insights in the report in the further
work to develop the initiative and to further improve its administration of the initiative.

However, | still believe that some items in the report provide an incomplete picture of the
Initiative’s work. | also want to point out that the Climate and Forest Initiative has achieved a
number of very solid results, which | believe the OAG under-communicates. | will provide
some additional comments regarding these topics in Item 2 below.

Initially, | want to call attention to the fact that the global framework conditions for the
Climate and Forest Initiative have changed significantly over the course of the Initiative’s 10-
year lifetime. This also affects how the Initiative’s goal achievement should be assessed.
When the Initiative was established, the assumption was that a global incentive structure
would be developed under the UN Climate Convention to reduce greenhouse gas emissions
from developing countries, and that reduced emissions from deforestation and forest
degradation (REDD+) would be included in the structure in a sound manner. At the beginning
in 2008, the Climate and Forest Initiative’s efforts were therefore largely aimed at facilitating
such an incentive structure, which could potentially have mobilised tens of billions of dollars
annually. The Copenhagen summit in 2009 did not deliver this, which is also pointed out in
Report No. 21 to the Storting (2011-2012) Norwegian Climate Policy. In many ways, the Paris
Agreement in 2015 was a breakthrough, as all countries committed to reducing their
greenhouse gas emissions, including from deforestation and forest degradation. The positive
consequences of this could potentially be considerable. But the original idea from 2007
involving major international transfers of funds to developing countries as payment for
reductions in deforestation has not come up and is unlikely to be established in the scale
that many pictured back then.
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Of course, it would be our preference for the global community — forest nations as well as
rich countries, the media, public opinion, civil society and private businesses — to devote
more resources to tropical forests. However, the Climate and Forest Initiative must be
assessed based on what the Initiative has achieved with the funding it was granted from the
Storting <Norwegian parliament>. NOK 3 billion each year is a lot of money. But it is not a lot
compared with the markets which we are attempting to influence, such as the palm oil
market (NOK 515 billion), soy market (NOK 480 billion) or the market for paper pulp and
paper (NOK 115 billion). Just as one cannot turn the world’s energy production away from
fossil energy or eliminate global poverty with NOK 3 billion a year — regardless of how
strategically or catalytically the money is spent — such a sum cannot singlehandedly reverse
deforestation in Brazil, Indonesia or Congo. Therefore, a broader political and financial
analysis of the framework conditions that the Initiative works under is needed to measure
the Initiative’s role and results, as compared with the analysis conducted by the OAG.

Over the last decade, the climate crisis and deforestation crisis have become increasingly
serious. Despite the breakthrough with the Paris Agreement, the global economy is far from
adapting quickly enough to achieve the goals in the Paris Agreement. This applies in every
sector, also forests. Recognised international research communities have clearly stated that
we are unlikely to achieve the goals in the Paris Agreement without drastic reductions in
tropical deforestation and large-scale growth of new forests. These measures are estimated
to represent as much as thirty per cent of all measures that the world will need over the next
couple of decades. In addition, forests are crucial for achieving many of the UN’s
sustainability goals. Rainforest preservation is perhaps the most important measure for
stopping the earth’s catastrophic loss of biological diversity and to ensure large agricultural
areas have access to freshwater through precipitation and rivers. About 360 million
indigenous people depend on the rainforests for their livelihood and their culture. The fight
for the rainforests is more important than ever.

The Climate and Forest Initiative’s approach has adapted to the changes in the framework
conditions that are outlined above, of which the Storting has been informed through the
annual budget propositions and which is broadly supported by all parties in the Storting. In
addition to creating financial incentives for our selected partner countries, the efforts are
increasingly being aimed at supporting a broader set of players and reformers that
contribute to REDD+, and to combatting the global forces behind deforestation. Examples
are contributions to increased transparency and improved data about forests and financial
flows, efforts to protect the rights of indigenous people, support of private organisations’
campaigns for production and trade without deforestation, as well as efforts to combat
forest crime.

| will discuss this in more detail in Item 2 below.
1. The Office of the Auditor General’s recommendations
The Office of the Auditor General’s four specific recommendations will be followed up:

- Measures to handle the need for permanent results in REDD+ through the work with
the UN Climate Convention and in the bilateral partnerships are already a priority for
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the work under the Climate and Forest Initiative. | will further develop the measures
through the climate negotiations and through the bilateral partnerships. Through
systematic efforts, | will further reinforce public-private sector cooperation, the civil
society programme and work for global transparency and against international forest
crime. Continued emphasis on a national approach for the work, existing political
willingness to change in the partner countries and the joint global effort to reduce
greenhouse gas emissions from forests, which are, e.g., stipulated in the Paris
Agreement and the UN’s sustainability goals, are key in this work.

- I will strengthen the Ministry’s information basis on the safequarding of social and
environmental security mechanisms for payments for results. It is important that the
countries work systematically to implement the security mechanisms for the results
to be sustainable, both socially and environmentally. Norway shall contribute to this
important work, and stipulate requirements for those who receive payments from
the Climate and Forest Initiative. Our knowledge about where the countries stand in
this work can be improved further. We already have extensive support schemes for
civil society that contribute to follow-up of social and environmental considerations
at a national level.

- I will strengthen the follow-up of the Norwegian contribution to REDD+ through a
systematic acquisition and processing of information on progress and results in the
Norwegian climate and forest effort. The result framework that was developed for
the effort lays a good foundation for seeing results of the efforts over time. | will
continue the work on systemising the information that the Ministry receives. Various
initiatives have been started to provide better knowledge about the results of the
effort.

- I will naturally follow the OAG’s recommendation to ensure the Ministry has a
responsible and active follow-up of risk and use of sanctions in the event of
nonconformities and notices concerning potential financial misconduct. Although |
believe the Ministry’s follow-up of risk is responsible today, this must be
continuously followed and monitored. The Ministry of Climate and Environment
otherwise uses the experiences and rules established for development aid in the
handling of the risk of misconduct. The management of development aid is
characterised by significant risk, which requires special follow-up and control of the
funds being disbursed. | find it serious that the OAG believes it has found examples of
this not being safeguarded sufficiently in the administration of the agreements in the
Climate and Forest Initiative. | still want to emphasise that the examples noted by the
OAG show risk in the management of the funds, not that this risk has materialised.
The assessment of the risk scenario and scope of control measures is conducted
continuously, and the OAG’s findings will constitute a part of the backdrop for these
assessments going forward.
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2. Reply to the Office of the Auditor General’s remarks and comments regarding main
findings

2.1 Results of REDD+ so far are delayed and uncertain

The OAG’s first question is “What is the result of the work under the UN Climate Convention
to establish a mechanism for reduced greenhouse gas emissions from deforestation and
forest degradation in developing countries?” For this item, | believe the OAG has drawn a
conclusion that is not sufficiently founded in the main analysis report’s factual basis, and
which principally also cannot be drawn based on the limited scope of the investigation.

As regards the findings made: The OAG’s foremost objection is related to results achieved in
Brazil. The OAG points out that deforestation in Brazil was cut in half from 2004 to 2008, and
continued in 2009, but that it levelled off after 2009. The credit for Brazil’s results naturally
primarily belongs to Brazil, but Norway, through the Climate and Forest Initiative, has been
an important contributor. However, the review of these results is both misleading and
incomplete:

- It was decided under the UN Climate Convention that reduced deforestation is
measured in the form of actual deforestation relative to a reference level. The
reference level shall preferably be based on the historical deforestation level. This is
the approach for disbursements from Norway for Brazil’s results, and it is generally
recognised that the reference level is ambitious and that emission reductions have
been estimated conservatively. Relative to this reference level, Brazil has achieved
extraordinary results, an estimated 3.8 billion tonnes of CO; reduced greenhouse gas
emissions — or 70 times Norway’s total annual emissions — during the period in which
the partnership was in place (forest year 2009 to forest year 2017). Norway has paid
for 220 million tonnes of this, i.e. about 6%. This method of measuring results is in
line with established principles for REDD+ under the UN Climate Convention.

- The OAG chooses to disregard this, and instead claims that deforestation dropped
during the first year of the Brazil-Norway partnership, and that reductions then
levelled off. This is generally correct (the downward curve was less steep), but
misleading nonetheless. Firstly because the OAG, instead of relating to the
established incentive structure for the Amazon Fund, which was designed in line with
generally recognised principles and the decisions under the UN Climate Convention,
cf. the above paragraph, opts to make a comparison with a single year of their own
choosing, which is problematic from a methodological standpoint. In addition, even if
one chooses to take the OAG’s point of departure seriously, the presentation is
misleading. Here are a few illustrations of what happened during the years when the
OAG claims that the development ‘levelled off’:

o During the first year of the partnership, deforestation declined by about 40
per cent from the previous year, an added reduction of 260 million tonnes of
CO: — or about five times Norway’s annual emissions — compared with the
year before the partnership was established (the year chosen by the OAG as
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its point of departure), and 590 million tonnes of CO; compared with the
reference level in the Amazon Fund.

o Deforestation then declined further — at its lowest, deforestation was 77 per
below the average for the period from 1996-2005, a reduction in emissions of
400 million tonnes of CO, compared with the year before the partnership was
established (the year chosen by the OAG as its point of departure), and 580
million tonnes of CO, compared with the Amazon Fund’s reduced (see
paragraph below) reference level.

o For the final year for which we have measurements — forest year 2017 (July
2016 to June 2017) — deforestation was 66 per cent lower than during the
period from 1996-2005, a decline in emissions of 304 million tonnes of CO;
compared with the year before the partnership was established (the year
chosen by the OAG as its point of departure), and 71 million tonnes of CO;
compared with the further reduced Amazon Fund (see paragraph below)
reference level.

o Intotal for the duration of the partnership (forest year 2009 to forest year
2017), total reductions relative to the year chosen by the OAG as the point of
departure, amounted to 2.9 billion tonnes of CO;, or 54 times Norway's
annual greenhouse gas emissions. If we assess the subsequent years in light
of the first year in the partnership, the period when the OAG believes that
development ‘levelled off’, the reduction is still 510 million tonnes of CO,, or
nine times Norway’s annual emissions.

o In other words, even with the OAG’s randomly chosen basis year — which,
methodologically speaking is the ‘worst’ year they could have chosen, and
also violates internationally recognised principles for stipulating reference
levels — Brazil’s results are impressive. If one uses the agreed result regime,
designed in accordance with internationally recognised principles, as a basis,
the results are even more impressive.

In addition to these items, the method for stipulating reference levels under the Amazon
Fund entail that the reference period is updated by moving it forward every five years. This
makes the reference level increasingly tight, which has been taken into account in the
figures presented above. Good results in one period make it more difficult to qualify for
disbursements in the next period. In 2017, this tightening effect caused Norway, based on
the verified figures for forest year 2016, to reduce disbursements by nearly sixty per cent
relative to the previous years. When the partnership started, the reference level was 19 625
square kilometres each year —it is now 8 141 square kilometres each year. The level of
deforestation the year before the Norway-Brazil partnership was established, would no
longer qualify for disbursement today. The system works.

The results that Brazil has achieved in the form of reduced deforestation are — based on
principles for result measurement that are generally accepted and also stipulated under the
UN Climate Convention —among the most important global climate measures over the past
decade. Although the OAG’s finding that the results of REDD+ so far are delayed and
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uncertain can be correct for some places in the world, Brazil is a solid example proving the
opposite.

The OAG has also investigated the Norwegian forest partnership with Ethiopia, and they
have looked at global REDD+ financing. | have no major objections to the presentation of
these points. | agree that the progress in Ethiopia has been slower than we wanted. We have
therefore also disbursed less funding. | also agree with the assessment that the world should
obtain more financing for REDD+. Although Norway has a close and strategic cooperation
with Germany and the UK in the field, | wish there was more financing available from both
public and private sources. We will continue to work toward this.

As regards the scope of the investigation: The OAG’s ambition to speak about the results of
the Climate and Forest Initiative work as a whole stands in contrast to the limited focus of
the report. A number of key focus areas for the Climate and Forest Initiative are omitted,
including:

- Public-private cooperation. The initiative has contributed to a shift in private
businesses. More than half of deforestation is driven by the production of
agricultural products such as soy, palm oil, meat, rubber and paper. The Climate and
Forest Initiative has been a key driving force resulting in nearly 500 of the world’s
largest companies pledging to reduce or eliminate deforestation in their value chains.
Ten years ago, the private sector in most forest nations, and partly also globally, was
either passive or even actively hostile when it came to reforms for reduced
deforestation. Today, a significant percentage of the most important companies are
active initiators.

- Indigenous people: Through close cooperation with indigenous rights organisations,
civil society and multilateral agencies, the Climate and Forest Initiative has
contributed to strengthening the rights and voice of indigenous people both in the
international climate negotiations and in national processes in the forest nations with
which we work. Indigenous people have been given control over large new rainforest
areas in Brazil, Colombia, Indonesia and Peru.

- Forest monitoring and transparency. The Climate and Forest Initiative has provided
key contributions to a technological revolution within forest monitoring that few
would have believed possible 10 years ago. The forest sector in many central tropical
forest nations has largely been closed to effective access to information. Current
deforestation data for all forest nations are now available free of charge through the
Norwegian-supported Global Forest Watch. The information monopoly has thus been
broken.

- The fight against forest crime: More than half of the global deforestation is illegal.

Access to information and holding players accountable are effective tools to increase
the efforts against forest crime and human rights’ violations. The Climate and Forest
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Initiative supports organisations such as Interpol and several environmental
organisations that uncover forest crime.

- Efforts for green growth. Through supporting development and dissemination of
knowledge, the Climate and Forest Initiative has made significant contributions
towards demonstrating that efficient sustainability and climate policies are not just
compatible, but are actually two sides of the same coin. The most high-profile
initiative within this area is The New Climate Economy project and The Business and
Sustainable Development Commission.

- Cooperation with Indonesia. Indonesia is among the countries with the highest
emissions due to vast emissions from forests and peat moors. The forces fighting
against reform are powerful, both financially and politically. Despite this, Indonesia,
with Norwegian support and as a direct consequence of the partnership agreement
with Norway from 2010, has now introduced several important regulations. The
decision from 2016 to declare all deforestation on peat moors illegal could
singlehandedly, according to calculations from the World Resources Institute, lead to
annual emission reductions that correspond to as much as 10 times Norway’s annual
emissions. Indonesia has not yet reduced deforestation, but the agreement, and
Norwegian contributions since then, have undeniably contributed to a completely
new political willingness to seriously address deforestation, and numerous concrete
reforms to ensure better law enforcement and stronger rights for indigenous people.

- Cooperation with Colombia. Together with Germany and the UK, Norway has paid for
emission reductions in the Columbian Amazon. Despite unique challenges following
the peace deal, Colombia has actively integrated sustainable environmental
management and peace efforts.

- The World Bank’s Carbon Fund. Following several years of negotiations, rule design
and preparations, we have now developed a multilateral system to pay for emission
reductions. The Fund is now preparing to enter into purchase agreements with 13
countries in the near future.

Significant progress has in fact been achieved — despite delays and challenges — within all of
these areas.

Regarding the Office of the Auditor General’s comments in each paragraph under Item 2.1:
2.1.1 Challenging to stimulate reduction in deforestation

The OAG’s comment stating that Norwegian authorities pay for emission reductions where
the duration of the results is uncertain is apt. The strategy of the Climate and Forest
Initiative was designed with the goal of reducing this uncertainty. A key element in this is
that the Climate and Forest Initiative aims to contribute to sustainable development. To
permanently prevent or reduce deforestation in a developing country it is crucial to achieve
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a financial development that leaves the forest alone. Another key element of the strategy
was to incorporate REDD+ as a part of the climate agreement, a goal that was achieved in
2015 when the Paris Agreement was signed.

The OAG notes that considerable amounts from Norway are left unused by recipients. The
fact that amounts transferred from Norway are left unused for a period is largely caused by
the funds supported by Norway having extensive quality assurance systems, including social
and environmental security measures. These control and quality assurance systems mean
that the disbursement of funds takes time. This is not unique for forests, but applies to aid in
general. This is a known challenge that we are continuously working on. This will often be a
consequence of ensuring the funds are used correctly, and to reduce the risk of improper
use. | want to emphasise that the amounts in funds with bilateral partners were all disbursed
due to achievement of concrete results, in the form of completed emission reductions, or
the achievement of agreed milestones such as political reforms or the establishment of
institutions for improved forest administration. In addition, management structures have
been established for multilateral funds which shall safeguard all donors’ requirements
relating to follow-up and control of funds. This has taken time, and the Storting has received
extensive information about this.

The Amazon Fund in Brazil is an example of a fund with strict requirements relating to
application processing and follow-up of disbursed amounts. In a country with a high risk of
corruption, | consider this to be positive, although it means that disbursements from the
Fund take time. The progress in disbursements and approval of new projects has also
increased gradually and positively since the Fund was established. The Amazon Fund’s
support through various institutions and organisations, with a particular focus on sustainable
development and poverty reduction in the Amazon region, contributes to reducing the
uncertainty linked to the duration of the results from REDD+ in Brazil.

| want to emphasise that none of the Climate and Forest Initiative’s partner countries assign
low priority to REDD+. In the report, Brazil is used as an example of a country that does not
prioritise REDD+. Since 2004, and after entering into the cooperation with Norway, Brazil has
designed and implemented policies, plans and measures for reduced deforestation, and this
has yielded results, cf. above discussion. This shows a continued strong commitment to and
prioritisation of REDD+ in Brazil, despite the political and financial crisis that has affected the
country over the past 2-3 years. For all our partner countries, the fact remains that they
must pay more themselves than what Norway can contribute as regards financing in order to
complete the reforms required to reduce deforestation. This entails that the countries must
add a significant own cost (financial and political) when making contractual commitments
relating to reforms and efforts for green development in the partnership with Norway. Such
an agreement requires political ownership and priority. A drastic change in a nation’s
agricultural policies, which is what we are talking about in Brazil and most other countries,
will engage an opposition, be subject to often heated debates and political fights, and
attempts to reverse the development. This is a reality that we do our best to manage, but
which it is impossible to completely protect against. The fact that Brazil has gone through
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such a deep financial and political crisis without bigger setbacks for the forest, is worth
applauding.

2.1.2 Facilitation for emission reductions shows weak progress

The OAG notes that the progress in the facilitation work for emission reductions has been
too weak. | cannot disagree with this. After the first ten years of REDD+, we have also
experienced that results-based financing is not a large enough incentive to carry out the
major reforms that are required by the developing countries to reduce deforestation. These
often require a shift within land use, where agriculture must be channelled to deforested
areas and be made more efficient within the existing land that is dedicated to agriculture,
and that the remaining forest must be protected. This is challenging in countries where
different ministries may have overlapping jurisdictions and maps, and ownership is highly
unclear, and the capacity to enforce the law may be virtually absent. It takes time to achieve
this, and it requires significant resources from the countries. When REDD+ was established in
2008, the idea was that global financing would constitute a significant financial incentive in
the form of results-based disbursements, to carry out such reforms. The financing has not
materialised at a high enough level. The incentive for reform has thus become impaired.
That is why | will continue working for initiatives — within and outside the global climate
regime — which contribute to large-scale financing of REDD+ in developing countries.

In addition, it does not look like international climate financing will ever become a sufficient
incentive by itself to carry out reforms that there is no local ownership of anyway. We will
therefore continue working to promote the local and national advantages of REDD+, and
focus on measures that have other important development effects than reduced emissions.
We do this through both knowledge development and communication, particularly related
to the forest’s broader significance for financial, environmental and socially sustainable
development, through efforts aimed at illegal deforestation, and through support to civil
society and cooperation with private businesses.

2.1.3 Carbon leakage, the movement of logging, can reduce the climate effect of the
Norwegian contribution to REDD+

| consider the OAG’s assessment that “leakage can reduce the Norwegian contribution” to
merely be a statement of fact. The risk of carbon leakage has been known and recognised
since the Climate and Forest Initiative was established. It is also a known challenge in climate
policy in general, and the reason why Norway, for example, compensates companies that
are bound by a high Norwegian carbon price so that they do not offshore their production.

The risk is reduced through the initiative’s national approach strategy, efforts in several
countries within a region, and through global efforts to reduce pressure on forests, e.g. from
raw material producers. The leakage problem must also be viewed in light of the size of the
area in which the REDD+ work is taking place. Efforts within a large area reduce the risk of
major leaks (as a percentage of emission reductions), while efforts in small areas increase
the risk of one-to-one leak of emissions.
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The Amazon region is a good example of efforts that are aimed at multiple countries in the
same region to prevent leaks. In Brazil, the Brazilian Amazon covers an area of nearly 4
million km?2. It is the world’s largest rainforest. This entire area is covered by REDD+
measures, and by the agreement between Norway and Brazil. As the OAG points out, the
cooperation agreement between Norway and Brazil also stipulates that the Cerrado area
shall be included in the calculation basis for emission reductions from 2019. However, | want
to emphasise that the potential for emission reductions in Cerrado is lower than it has been
in the Amazon. Document 3 shows that emissions in Cerrado are as high as in the Amazon. It
is important to note that this is the case after the emissions in the Amazon were reduced by
nearly 70 per cent. Before the efforts against deforestation started in the Amazon, emissions
there were much higher than in Cerrado (also after the most recent increases in that biome).

Leaks are also relevant globally due to global markets for many of the raw materials that
drive deforestation (particularly soy, palm oil and paper pulp). A potential reduction in raw
material production in one country — and thus less pressure on the forest — can lead to
increased production somewhere else in the world — with the potential consequence that
deforestation will increase there. Efforts aimed at major global companies within the
different raw material chains have been one way that the Climate and Forest Initiative has
been successful in tackling this problem. The New York Declaration on Forests which was
entered into in 2014 is an example of major private players also pledging to stop
deforestation. At the same time, it is important that production is increased on existing
agricultural land or other already deforested land, and as a step in this work, the Initiative
has established the &Green Fund, which contributes reduced risk to companies that invest in
this type of productivity increase, particularly small farmers, and that also pledge to leave
the forest alone.

One cannot solve the entire global deforestation problem at the same time. Although it will
be possible to reduce deforestation in many countries without reducing raw material
production (e.g. due to access to new land areas without forest), it will in some cases affect
global supply and demand. Such effects can also be seen in global raw material markets. Also
when we exert international buying pressure, whether through consumer campaigns or rules
for public procurements, there is a risk of the development of a split global market where
deforestation-free products are sold to companies in Europe and the US, while other
countries import a larger percentage of products produced through deforestation. This does
not mean that it is wrong to stipulate high requirements for demand in, e.g., Norway, but it
means that we must also work to change the demand from other markets.

At a global level, the international climate regime and the countries’ own efforts under the
Paris Agreement to reduce emissions, can contribute to reduced leaks.

2.2 Control of implementation and results of REDD+ do not function well enough

2.2.1 Social and environmental security mechanisms are not sufficiently followed up

| agree with the OAG’s comment that we can do more to ensure good information about
compliance with the security mechanisms and how they are reported. | will follow up on this.
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At the same time, | want to point out that we have numerous measures, both to ensure
compliance with security mechanisms, and that they are reported. All agreements entered
into by my Ministry, Norad (Norwegian Agency for Development Cooperation) or our
embassies regarding disbursements from the Climate and Forest Initiative contain social,
environmental and financial security measures that the contractual parties must comply
with and report annually or more frequently. This is in line with the rules for Norwegian
development aid. The OAG’s report also refers to security mechanisms as a part of the
Climate Convention. The countries’ reporting of these security mechanisms is important, and
Norway is working actively to ensure this system is efficient. However, the reporting takes
place from the forest nation to the UN Climate Convention, and is not something over which
the Climate and Forest Initiative has direct control. However, | will assess whether it would
be expedient to more clearly link Norwegian disbursements for emission reductions to the
countries’ reporting on security mechanisms to the Climate Convention.

2.2.2 Measurement, reporting and verification of emission reductions are only partly in
place

| support the OAG’s comment that the Ministry, also going forward, should emphasise the
significance of solid MRV systems in the work on the Climate and Forest Initiative and follow
up partner countries with clear requirements related to improvements in the measurement,
reporting and verification of emission reductions. Norway has been among the most
important global contributors to this work. It is also one of the Climate and Forest Initiative’s
priorities going forward, as reported to the Storting. It should be clarified that this is
considered a strategic effort to provide a number of players with a better overview of what
drives deforestation, and that this goes far beyond measuring results that countries will be
paid for.

2.3 The Norwegian contribution to REDD+ has not triggered enough financing from
other donors

| fully agree with the OAG’s comment that the global transfers to REDD+ are not as large as
would be desirable, or predictable, and that the Norwegian contribution, compared with
financing from other donors, constitutes a larger portion than presumed. However, | want to
emphasise that the development, particularly with regard to the contributions from
Germany and the UK, has been positive, and | will continue to work internationally, also
through the climate negotiations, to find better solutions for increased financing of climate
measures and international cooperation linked to tropical forests. A “pilot” of USD 500
million with results-based payment for REDD+ under the UN’s Green Climate Fund is an
example of a very promising development.

2.4 The Ministry of Climate and Environment is not sufficiently systematic with regard
to acquisition and use of information about results from the Norwegian climate
and forest efforts

The OAG believes that the Ministry is not sufficiently systematic with regard to acquisition
and analysis of data on results, and that this is censurable. There has been a development in
the use of the strategic framework for the Climate and Forest Initiative, which e.g. the
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budget propositions to the Ministry of Climate and Environment for recent years show. My
Ministry also uses the framework systematically in the formal reporting from
underlying/coordinating agencies that manage funds for the Climate and Forest Initiative.
My goal is for this to be used even better going forward, and to provide a basis for more
systematic reporting, and improved analysis of the results achieved. | agree with the OAG’s
statements concerning the importance of this in order to achieve the best possible learning
effect from the efforts. We want to learn from experience, and have since day one spent
relatively considerable resources each year on evaluations of the work under the Climate
and Forest Initiative. Since the very beginning of the Climate and Forest Initiative, this has
made important contributions towards further developing and improving the initiative. |
want to clarify that the Climate and Forest Initiative is a global project, with special delegates
at several embassies and with numerous global partners. My Ministry has daily contact with
global experts within the areas in which we work. This information sharing influences
strategic decisions in the initiative. However, | see that the information sharing could be
made more formal and related to the result framework in a more systematic manner.

2.5 The Ministry’s follow-up of the risk of misconduct is not good enough

| take the OAG's criticism under this item very seriously. However, | do not believe that the
examples discussed in the report provide a good enough basis for the conclusion that the
Ministry’s follow-up is not “good enough”. | have specific comments regarding the three
examples provided in the report:

- The embassy in Brasilia manages the agreement with the Brazilian development bank
BNDES, which administers the Amazon Fund. The Ministry finds that the embassy
follows up the agreement in a sound manner. When the bank was investigated for
potential financial misconduct, the embassy was engaged in a dialogue with both
BNDES and other partners, including the World Bank, concerning the internal control
systems in the bank. They were considered satisfactory as regards the bank’s
administration of the Amazon Fund. So far, misconduct has not been proven in
connection with the Norwegian funds.

- Asregards the partner organisation that is referenced in the report that was
registered as a brass plate company, an expanded partner assessment was
implemented as a result of the Panama Papers leaks. The Ministry has followed up
the issue with the concrete case vis-a-vis Norad. In line with its procedures, Norad
does not approve new contributions before the necessary clarifications are
completed. Norad has received reporting from the organisation in line with the
previous contribution agreement, and disbursed funds have been followed up in the
same manner as for other contribution recipients. Two external assessments of the
organisation, conducted by consulting firms with special expertise in the area, in
connection with a new application for contributions, reveal that there has been no
misconduct related to the organisation’s use of funds. In other words, no rules or
procedures for the administration of development aid were broken in this case.
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- The final example refers to a whistleblowing case and agreement for which the
Ministry assumed responsibility from the Ministry of Foreign Affairs in 2014.
Investigations and a follow-up were initiated under the Ministry’s control officer. Due
to a lack of results from the fund’s various projects and suspected misconduct, a
decision was made to stop financing of new projects through the fund. Emphasis was
placed on securing remaining amounts in the fund and ensuring only implemented
projects were carried out in accordance with commitments that had been made. The
African Development Bank has been responsible for following up the results of the
investigation that was implemented and financed by the Ministry. The fund in
question is undergoing controlled liquidation. Unused funds shall be repaid
proportionately to the respective donor countries.

Nevertheless, | will still ensure that the OAG’s comments within this field are followed up.
However, | still find that the administration has established good routines for following up
risk of misconduct for the contribution to the Climate and Forest Initiative. Norwegian
development aid has always operated in a landscape with significant risk. The Ministry of
Climate and Environment actively uses the experience that this has yielded. We manage less
than 10% of the development aid budget, and therefore benefit greatly from cooperating
with the Ministry of Foreign Affairs and Norad on good administration practices. We follow
the rest of the development aid administration’s routines and guidelines for handling the
risk of misconduct. Among other things, stricter requirements for transparency and access to
partners' cash flows were introduced in recent years. This contributes to ensuring sound
financial control and compliance with contractual obligations.

The Ministry of Climate and Environment has established a number of control measures that
help reduce risk in the administration of the Climate and Forest Initiative’s funds, and we
have clear routines for follow-up when risk materialises. The systems are being continuously
improved. The follow-up of the whistleblowing cases in the initiative’s portfolio in recent
years also shows that the Ministry acts in accordance with these guidelines. All reports of
financial misconduct are followed up by the Ministry’s control officer. The cases relating to
Norad are followed up by Norad’s control unit. An external whistleblowing channel has been
established for all Norwegian development administration.

The OAG points out that applicable guidelines state that the partners’ internal control and
other systems and routines for handling misconduct shall be assessed before entering into
an agreement. This is followed up by the Ministry, by Norad, as well as by the ambassador
that manages funds under the Climate and Forest Initiative. | cannot see that the OAG’s
examples indicate otherwise.

| will use the OAG’s findings within this area as part of the continuous work on becoming
even better in our handling of the risk of misconduct. What constitutes “good enough”
follow-up of the risk of misconduct must be based on a continuous assessment of the risk
scenario. Within a high-risk field, which applies to the management of development aid, one
could use unlimited resources on follow-up and control. The resource use will need to be
balanced following a cost-benefit assessment considering the risk of misconduct. Norway
has zero tolerance for misconduct relating to development aid. The Ministry of Climate and
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Environment follows this up through preventive measures such as regulations and solid
partners, and it is followed up through control of administration, partners and spending.

Best regards,
Olw Elvestuerv<sign.>

Ola Elvestuen
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Appendix 3

Report: The Office of the Auditor
General of Norway’s investigation of
Norway’s International Climate and
Forest Initiative



The audit was conducted in accordance with the Norwegian Act on the
Office of the Auditor General of Norway and the instructions for the
Office of the Auditor General, and following Performance Audit
Guidelines that are consistent with and build on ISSAI 300 and INTOSAI’s
international standards for performance audits.
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1 Introduction

1.1 Background

Norway’s International Climate and Forest Initiative is Norway’s largest international
climate initiative.” Norwegian authorities launched the initiative at the climate summit in
Bali in December 2007. Through the initiative Norway has, since 2008, played a pivotal
role in the work to test and look at the possibility of establishing a framework for
partnerships under the United Nations Framework Convention on Climate Change
concerning reductions in greenhouse gas emissions from forests in developing
countries. The work being carried out under the United Nations Framework Convention
on Climate Change in this area is known as REDD+?.

The work relating to REDD+ under the United Nations Framework Convention on
Climate Change was initiated in anticipation of, and as part of the efforts relating to, a
new global climate agreement.® Such an agreement was adopted by the parties to the
United Nations Framework Convention on Climate Change at the climate summit in
Paris in 2015. The agreement encourages national initiatives and international
cooperation with the aim of reducing greenhouse gas emissions from forests in
developing countries within the framework adopted by the parties to the United Nations
Framework Convention on Climate Change.

During the 2000s, awareness of the importance of forests as regards climate increased.
The fourth report to the United Nations Intergovernmental Panel on Climate Change
which was presented in 2007 showed that deforestation and forest degradation were
responsible for 17 percent of global greenhouse gas emissions. This was subsequently
adjusted downwards to around 11 percent in the fifth assessment report of the United
Nations Intergovernmental Panel on Climate Change.* At the same time, initiatives to
reduce greenhouse gas emissions from forests were considered to be cost-effective and
fast-acting compared with climate initiatives in other sectors. The conservation of tropical
forests was considered to be of particular relevance given this forest type’s high
occurrences of carbon and capacity to bind carbon dioxide through photosynthesis.®
Reducing emissions from tropical forests is considered to be vital in order to achieve the
climate agreement’s goal of limiting global warming to below 2 degrees centigrade.®

The initiative to combat deforestation and forest degradation in developing countries
entails considerable risk. This is highlighted in St.prp. nr. 1 (2008-2009) for the Ministry
of Foreign Affairs and the Ministry of Climate and Environment’. The remaining
extensive forest areas are located in some of the world’s most inaccessible areas,
where there are many challenges relating to management practices, and strong
national and international forces are actively involved in deforestation. Patience, a

1)  Prop. 1S (2016-2017) for the Ministry of Climate and Environment; St.prp.nr. 1 (2008-2009) for the Ministry
of Foreign Affairs.

2) “Reducing emissions from deforestation and forest degradation and the role of conservation, sustainable management of
forests and enhancement of forest carbon stocks in developing countries.”

3) FCCC/CP/2007/6/Add.1 Report of the Conference of the Parties on its thirteenth session, held in Bali from 3 to 15
December 2007, Decision 1/CP.13 and Decision 2/CP.13, 14 March 2008.

4)  Climate Change 2007: Synthesis Report. An Assessment of the Intergovernmental Panel on Climate Change, IPCC 2007;
Prop. 1 S (2016-2017) om Klima- og miljgdepartementet. The change from 17 percent to 11 percent was partly caused by
an increase in greenhouse gas emissions from other sources.

5)  Stern Review: The Economics of Climate Change, 2006.

6) Report to the Storting No. 41 (2016-2017) Klimastrategi for 2030 — norsk omstilling i europeisk samarbeid.

7)  During the period 2008-2013, the work relating to Norway’s Climate and Forest Initiative was split between the Ministry of
Foreign Affairs and the Ministry of Climate and Environment. During this period, both these ministries submitted reports on
the initiative in the budget proposal.
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long-term approach and a willingness to follow a path of trial and error were identified
as key elements for success with Norway’s International Climate and Forest Initiative.

In the climate settlement of 2008, the Storting decided that Norway was able to grant
up to NOK 3 billion annually to measures to combat deforestation in developing
countries; see Innst. S. nr. 145 (2007—-2008) and Report to the Storting No. 34
(2006-2007) Norwegian Climate Policy. Through the climate settlement of 2012, the
Storting opened up the possibility of increasing the contribution further if other
countries also increased their contributions; see Innst. 390 S (2011-2012) and Report
to the Storting No. 21 (2011-2012) Norwegian Climate Policy. The Storting decided to
continue Norway’s International Climate and Forest Initiative up until 2030 in its
consideration of Report to the Storting No. 24 (2016-2017) Common Responsibility for
a Common Future, see Innst. 440 S (2016-2017). The initiative is included in Norway’s
climate goals.® During the period 20082017, a total of NOK 23.5 billion was allocated
to the initiative.® The funds were used for the work of Norway’s International Climate
and Forest Initiative relating to international negotiations, multilateral and bilateral
partnerships and support for civil society organisations.

1.2 Organisation of Norway’s International Climate and Forest Initiative

Norway'’s International Climate and Forest Initiative was established as a project under
the Ministry of Environment in the spring of 2008; see St.prp. nr. 1 (2008-2009) for the
Ministry of Foreign Affairs. Up until 2013 inclusive, administration of the initiative was
shared between the Ministry of Environment and the Ministry of Foreign Affairs and
regulated in guidelines dated May 2009. According to the guidelines, the Ministry of
Environment had overall project responsibility, while the Ministry of Foreign Affairs was
responsible for grants and aspects of the initiative relating to foreign policy,
development and administration.

From 1 January 2014, responsibility for Norway’s International Climate and Forest
Initiative was brought together under the Ministry of Climate and Environment; see
Prop. 1 S Tillegg 1 (2013-2014) and the agreement of January 2014 between the
ministries concerning the administration of the initiative. At the same time, Norway’s
International Climate and Forest Initiative was converted from a project to a section
within the Ministry of Climate and Environment, and the Norwegian Agency for
Development Cooperation (Norad) became subordinate to the Ministry of Climate and
Environment regarding cases concerning Norway’s International Climate and Forest
Initiative.

Since 2013, Norad has been responsible for administering a high proportion of
Norway’s International Climate and Forest Initiative’s portfolio and was allocated NOK
1.2 billion in 2017. This amounts to 44 percent of the total grants paid to Norway’s
International Climate and Forest Initiative during this year."

In 2017, Norway'’s International Climate and Forest Initiative had special envoys at five
embassies: Brazil, Colombia, Ethiopia, DR Congo and Indonesia.” The high
commissioners at the embassies who administer funds from Norway’s International

8) Report to the Storting No. 41 (2016—2017) Klimastrategi for 2030 — norsk omstilling i europeisk samarbeid.

9) Prop. 1 S for the Ministry of Foreign Affairs, kap. 166 post 01 og 73; Prop. 1 S for the Ministry of Climate
and Environment, kap. 1482 post 01 og 73.

10) Letter of commitment to Norad from the Ministry of Foreign Affairs for 2013 and from the Ministry of Climate and
Environment for 2017.

11) In addition, an environmental council at the embassy in Tanzania follows up REDD+ and the now limited engagement of
Norway’s Climate and Forest Initiative in the country. Until July 2017, the Ministry of Climate and Environment also had a
special posting for Norway’s International Climate and Environment Initiative at the Norwegian embassy in Vietnam.
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Climate and Forest Initiative are responsible for Norway’s International Climate and
Forest Initiative in their office district and are granted charging authority by the Ministry
of Climate and Environment."

In a letter, the Ministry of Foreign Affairs notes that good communication has been
established between the Ministry of Climate and Environment and the Ministry of Foreign
Affairs concerning the implementation of Norway’s International Climate and Forest
Initiative. This concerns circumstances linked to the selection of partner countries,
considerations relating to foreign policy and development, appointments to special
postings and follow-up of the work of the embassies relating to the initiative. The Ministry
of Foreign Affairs furthermore refers to the establishment of good communication
concerning administrative circumstances to ensure that administration of Norway’s
International Climate and Forest Initiative is in accordance with other aid administration
and that relevant experience gained through Norway’s International Climate and Forest
Initiative is incorporated in the further development of guidelines and procedures.™

1.3 Brief information concerning the relationship between Norway’s International
Climate and Forest Initiative and the development of REDD+

Through its Climate and Forest Initiative, Norway has contributed to the negotiations
between the parties to the United Nations Framework Convention on Climate Change
concerning a framework for the implementation of REDD+ under a new international
climate agreement, and supported early attempts to achieve results from and to
facilitate REDD+ in developing countries; see Figure 1™

Figure 1 Relationship between Norway’s International Climate and Forest Initiative and the work
relating to REDD+ under the United Nations Framework Convention on Climate Change

Bali Action
Plan
(2007)

Negotiations
and decisions

; Norway as a REDD+ pilot
concerning

REDD+ under driving force projects

the United in develc_>ping
Nations build experience countries
Framework of and a consensus
Convention on concerning REDD+

Climate Change

Paris Agreement
(2015)

Source: Office of the Auditor General

12) Agreement between the Ministry of Climate and Environment and the Ministry of Foreign Affairs concerning the
Government’s Climate and Forest Initiative, January 2014.

13) Ministry of Foreign Affairs (2018) Kommentarer fra Utenriksdepartementet til Riksrevisjonens undersgkelse av den norske
klima- og skogsatsingen, 9 February 2018.

14) Abilateral partnership to test REDD+ has been supplemented by support for civil society organisations, Global Forest
Watch and their work to acquire and publish data on trends in forest cover, the work to promote deforestation supply
chains and other cooperation with the private sector.
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The efforts to facilitate and implement REDD+ in forest developing countries and the
negotiations relating to REDD+ between the parties to the United Nations Framework
Convention on Climate Change have taken place in parallel. This approach is linked to
the Bali Action Plan, which was adopted at the climate summit in 2007. The plan is
intended to promote pilot and demonstration projects in order to build up experience
with REDD+ and incorporate the lessons learned through this work in the negotiations
concerning the organisation of REDD+ as a climate policy instrument. Norway’s
International Climate and Forest Initiative’s appropriations and the follow-up of grants
to stakeholders which facilitate or implement REDD+ form part of this work. In addition
to experience, the grants will contribute to rapid and early reductions in emissions and
prepare countries to report the results of climate initiatives relating to forests under a
new global climate agreement.

The work to test and establish a framework for REDD+ was based on a number of
fundamental principles which are also covered by the Ministry of Climate and
Environment’s change theory for Norway’s International Climate and Forest Initiative.
These include the idea of rewards for achieving results as an incentive for correcting
for management and market failure. We also find the principle of rewards in the use of
results-based payments as an element in the financing of REDD+. Results-based
financing primarily involves donors paying out support in arrears based on actual
results relative to agreed targets. This is intended to stimulate the recipient’s own
interest in achieving results, while at the same time giving the recipient greater
freedom to implement clear responsibility for results. At overarching level, market and
management failure are considered to be fundamental reasons for the fact that
deforestation is taking place. Market failure is due to the fact that the societal benefits
of conserving forests are not given sufficient consideration in forest management.
REDD+ is intended to stimulate change, so that the value of the remaining trees is
greater than the value of felled trees. Management failure occurs when national
authorities do not use legal, economic and financial instruments to manage the causes
of deforestation, or favour individual groups in the management process. REDD+ is
intended to offer correction for management failure by supporting initiatives to
strengthen the countries’ forest management.

1.4 Objectives and issues

The aim of the investigation is to assess Norway’s efforts to establish an effective
instrument for reducing greenhouse gas emissions from deforestation and forest
degradation in developing countries. The investigation covers analyses of progress
and results achieved to date in REDD+ countries which have been supported by
Norway’s International Climate and Forest Initiative.

The issues covered by the investigation are as follows:

1. What are the results of the initiative under the United Nations Framework
Convention on Climate Change for establishing a mechanism to reduce greenhouse
gas emissions from deforestation and forest degradation in developing countries?

2. How has the Ministry of Climate and Environment's management of Norway's
International Climate and Forest Initiative contributed to attainment of the Storting’s
objectives for the initiative?

15) CIFOR (2007) Do Trees Grow on Money? The implications of deforestation research for policies to promote REDD;
Prop. 1 S (2015-2016) for the Ministry of Climate and Environment.
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Issue 1 considers the results of the work relating to REDD+ under the United Nations
Framework Convention on Climate Change. It looks at what framework has been
adopted as regards how REDD+ is to be implemented, as well as experience and
results obtained from initial attempts to facilitate and implement REDD+ in developing
countries. Issue 2 looks at whether the Ministry has facilitated good management,
follow-up and learning as regards Norway’s contribution, and how the Ministry has
managed the risk of fraud.
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2 Methodology and implementation

The issues are examined through an analysis of documents, statistics and data
obtained in interviews with the Norwegian administration and implementing partners of
Norway’s International Climate and Forest Initiative. This includes a case study with
data acquisition in Ethiopia and Brazil. The investigation covered the period 2008—
2017, with an emphasis on the situation at the time of data acquisition. Data acquisition
was carried out from March 2016 to October 2017.

2.1 Document analyses and interviews

A total of six interviews were conducted with the Ministry of Climate and Environment
and Norad concerning the administration of Norway’s International Climate and Forest
Initiative. During field visits to Ethiopia and Brazil, a total of 31 interviews were
conducted with various stakeholders concerning the results and experiences of the
work relating to REDD+, including interviews with staff at the diplomatic missions. A list
of the interviews used as sources in the audit is included in the list of references in the
report. In addition to publicly available sources, data has also been acquired from the
Ministry of Climate and Environment, Norad and the Ministry of Foreign Affairs. Data
has also been acquired through written requests submitted to German and British
authorities.

Outcome of the negotiations concerning REDD+ under the United Nations
Framework Convention on Climate Change

Decisions made concerning REDD+ from the United Nations Framework Convention
on Climate Change during the period 2007—2015 have been analysed in order to
understand the scope and development of REDD+. The negotiations concerning
REDD+ under the Climate Convention and the consequences for REDD+ of the Paris
Agreement of 2015 were also themes for an interview with the Ministry of Climate and
Environment. A number of specialist articles have also been reviewed. These have
been used to help understand the Norwegian initiative and the international work
relating to REDD+.

Progress and results within the initiative

Data has been acquired concerning progress and results relating to the bilateral
partnerships and the multilateral funds and programmes in which Norway’s
International Climate and Forest Initiative is involved. What constitutes results of the
bilateral and multilateral partnerships varies with the nature and scope of the
partnerships concerned.

As regards the bilateral partnerships, figures have been obtained regarding payments
from Norway’s International Climate and Forest Initiative. In order to better understand
the status of the partnerships, the numerical data has been augmented by a number of
agreements and reports from the embassies and Norad, submitted in relation to the
bilateral partnerships for 2017. The Ministry’s decision memos and country strategies
for selected partner countries have been reviewed in this context. The bilateral
partnership with Guyana was also a theme in an interview with Norad.

Progress and results for multilateral funds and programmes are examined through
interviews with the Ministry of Climate and Environment and representatives of the
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multilateral stakeholders at country level in Ethiopia and Brazil. Interview data was
supplemented with a review of annual reports, evaluations and strategy documents for
the multilateral funds and programmes.

Experiences and results from the implementation of REDD+ in Ethiopia and
Brazil

A case study of REDD+ has been carried out in Brazil and Ethiopia. The purpose of the
case study was to understand how REDD+ is being implemented in the two countries
and to determine what experience the stakeholders involved in the work have gained.
During data acquisition and analysis, emphasis was placed on building an in-depth
understanding through the use of a broad sample and a combination of data sources.

Ethiopia and Brazil were chosen based on an assessment of economic materiality and
the fact that the two countries represent two different approaches to REDD+. Both
countries are bilateral partner countries in Norway’s International Climate and Forest
Initiative. The bilateral partnership with Brazil was established in 2008, the first year of
the Norwegian initiative. The partnership with Ethiopia was established in 2013. By the
end of 2016, Brazil had received a total of NOK 7.4 billion from Norway’s International
Climate and Forest Initiative, equivalent to 39 percent of the total payments made
through the initiative. Ethiopia had received NOK 252.6 million. The countries differ
with regard to the prerequisites for REDD+, including as regards infrastructure,
economy and forest cover. The initiatives to achieve reductions in emissions through
forests also differ between the two countries. Overall, it has therefore been concluded
that the data can shed light on key experiences gained through REDD+.

An extensive document analysis was carried out ahead of the data acquisition process
in Ethiopia and Brazil. The purpose of this analysis was to understand the composition
of stakeholders, including Norway’s role, the scope and organisation of REDD+ in the
countries, as well as progress and results achieved in the work to date. The analysis
tool NVivo was used to structure and document the analysis. The document analysis
encompassed governing documents for Norway’s International Climate and Forest
Initiative, agreements, reports and evaluations for the REDD+ work and selected
research articles. The document analysis forms the basis for the identification and
preparation of interview guides.

The sample of stakeholders interviewed was determined with final effect following
dialogue with the Norwegian embassies in Ethiopia and Brazil, which provided support
regarding the organisation of the visits. Interviews were conducted with representatives
of the Norwegian public administration, national and regional authorities, civil society
organisations, multilateral organisations, other donors and academia. The purpose of
the interviews was to supplement the document analysis. Minutes of the interviews
were written and recorded. The minutes were sent to the interviewees for verification.
The themes covered in the interviews were communicated to the stakeholders in
advance in order to facilitate relevant representation in the interviews. The interviewees
were members of the management of the relevant institutions, or case officers and
specialists within the field.

In total, the minutes from 20 interviews in Brazil and 11 interviews in Ethiopia were
analysed. These interviews supplement the document analysis in the presentation of
the case study in the audit. The minutes from an interview with the Ministry of Climate
and Environment concerning the partnership with Brazil are also included. The analysis
tool NVivo was used to code and sort the information obtained through the interviews.
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The Ministry’s management, follow-up and provision for learning

In order to examine the Ministry’s management, follow-up and provision for learning in
the initiative, the Ministry’s letter of commitment to Norad, charge authorisations to the
embassies in Ethiopia and Brazil, as well as associated reports from Norad and the
embassies, were all reviewed for the period 2015-2017. Pivotal to the analysis were
the Ministry’s requirements concerning, and Norad’s implementation of, reports on
progress and results of the initiative. The acquisition and use of data concerning
progress and results was also a theme in interviews with the Ministry of Climate and
Environment, Norad and the embassies. The Ministry of Climate and Environment’s
country strategies and decision documents for the bilateral partnerships were also
included in this analysis. In addition, the Ministry’s reports in the annual budget
proposal to the Storting were also examined.

Norad also made representatives of the department for climate, energy, environment
and research, the department for civil society, the department for method and results
and senior management available for the interviews. In addition, an interview with
Norad’s evaluation department was carried out during preparations for the audit. The
verified minutes from this interview were included in the analysis of the management of
the initiative. For the interviews with the Ministry of Climate and Environment, the
section for the climate and forest initiative in the department for climate consistently
provided representatives at both management and case officer level.

Managing the risk of fraud

The audit included an analysis of the management of the risk of fraud in Norway’s
International Climate and Forest Initiative. Data concerning the processing of reports
regarding suspected fraud and the control units’ other contributions to the management
of the risk of fraud in the initiative was acquired through written correspondence with
the director of control in the Ministry of Climate and Environment, the central control
unit in the Ministry of Foreign Affairs and Norad’s whistleblowing team. An interview
was also conducted with the director of control from the Ministry of Climate and
Environment, with the director general of the organisation department taking part.

The abovementioned data from the control units has been supplemented with the
acquisition and analysis of correspondence and documents for three selected grant
agreements where it has become apparent in different ways that there is a risk of
fraud. The documentation was obtained from the units which had administrative
responsibility for the agreements which have been used as examples in this analysis.
This includes units in Norad, the Ministry of Climate and Environment and the embassy
in Brazil. Other data which was included was an interview with the Brazilian
Development Bank concerning the administration of the Amazon Fund. During the
preparations for the audit, the project manager for REDD Integrity at the U4 Anti-
Corruption Resource Centre at Chr. Michelsen Institute was also interviewed. During
the period 2011-2015, REDD Integrity prepared a number of political and economic
analyses on behalf of Norad. The purpose of these analyses was to build up
knowledge and understanding concerning administration of the governance and
irregularity risk in REDD+ at national level, and provide advice on how the
administration could relate to this risk.

Data from other donors

The audit has obtained data from British and German authorities in order to put the
Norwegian initiative and the follow-up of REDD+ into perspective. Germany and the
United Kingdom support REDD+ in many of the same countries as Norway and,
together with Norway, are amongst the biggest donors to REDD+ globally. Amongst the
data that was requested from the German and British authorities were figures for the
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financing of REDD+ during the period 2008—2016, the respective countries’ strategies
for supporting REDD+ and risk assessments concerning REDD+. These countries
award funds to REDD+ from the budgets of a number of ministries. A collective
overview of financing across ministries has been acquired in order to obtain as
complete a picture as possible of the funding. Interviews were also conducted with
representatives of the German and British authorities as part of the data acquisition
process in Ethiopia and Brazil.

2.2 Analysis of figures concerning REDD+ financing

The financing of REDD+ has been analysed in order to examine how the Norwegian
funds for REDD+ have been distributed and used, and to assess the availability of
REDD+ financing globally.

There are a number of initiatives which are collecting and publishing data concerning
climate financing and REDD+ globally. However, common to these initiatives are
delimitations and reservations concerning the completeness of the data. There is no
complete and collective overview of the financing of REDD+. The data concerning this
financing will therefore remain fragmented and incomplete. By drawing on a
combination of sources, the audit has sought to obtain an overview of trends in the
financing of REDD+ globally based on the data that has been traced in various
initiatives. In addition, figures for the financing of REDD+ have been obtained from
Norwegian, German and British authorities in order to obtain as complete an underlying
data set as possible for what in a number of sources repeatedly stand out as the
biggest donors to REDD+. The figures concerning the distribution and use of funds in
national and multilateral REDD+ funds and programmes have also been compared
with the stakeholders’ own annual reports and websites. For the analysis of the
development and distribution of funds from Norway’s International Climate and Forest
Initiative, figures were obtained from budget proposals for the Ministry of Climate and
Environment and the Ministry of Foreign Affairs during the period 2008—-2017, in
addition to Norad’s database Norwegian Aid Statistics.

In 2014, the think tanks of the Center for Global Development and the Overseas
Development Institute conducted a joint review of REDD+ financing globally during the
period 2006—2014. The review uses data from a number of the initiatives which trace
REDD+ financing globally, including the Voluntary REDD+ Database and Climate
Funds Update. The review has been used as a source of data concerning the financing
situation through to 2014 inclusive. The source has been supplemented with data from
a synthesis report published in 2015 by the organisation Forest Trends. Through the
REDDX project, Forest Trends traces REDD+ funds to a total of 13 recipient countries.
Whilst the review for the Center for Global Development is particularly useful in
obtaining an overall picture and details concerning the financing through multilateral
channels, Forest Trends has been used as a supplement for data concerning bilateral
transfers of REDD+ funds.

Climate Funds Update — which is operated by the Overseas Development Institute and
Heinrich Boll Stiftung think tanks — has made its entire data set available. This data set
covers the complete period of Norway’s International Climate and Forest Initiative. The
data is updated every six months. Climate Funds Update’s data set was downloaded in
October 2016 and May 2017 for further analysis. The data set has been used to isolate
REDD+ financing which was channelled through multilateral funds and programmes for
REDD+ during the period 2008-2016. This delimitation was imposed to ensure that the
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figures that are presented for the various funds and programmes are comparable. This
covers data for a total of four multilateral funds and programmes which are dedicated
to REDD+, in addition to funds for the multi-donor Congo Basin Forest Fund and the
Amazon Fund. Corresponding use of Climate Funds Update’s data was made in the
review for the Center for Global Development in 2014. The analyses of the data from
October 2016 and May 2017 were used to supplement the data from the review in
2014 and to provide an updated picture of who is donating to what and what has been
made available in the way of monies in central REDD+ funds and programmes.
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3 Audit criteria

3.1 The goals of Norway’s International Climate and Forest Initiative

Norway’s International Climate and Forest Initiative is anchored in the climate
settlement of 2008 and continued in the settlement of 2012; see Innst. S. nr. 145
(2007-2008) and Innst. 390 S (2011-2012). It is apparent from the two
recommendations and the presentation of the initiative in St.prp. nr. 1 (2008-2009) for
the Ministry of Foreign Affairs that the initiative is intended to support efforts to
establish a global, binding and long-term climate regime, and to help bring about rapid
and cost-effective emission reductions through the stopping of logging in tropical
forests in developing countries.

The initiative has had the following three goals since it was set up in 2007°:

1. To help ensure that emissions from deforestation and forest degradation in
developing countries (REDD+) are covered by a new international climate
agreement.

2. To contribute to cost-effective, early and measurable reductions in emissions of
greenhouse gases from deforestation and forest degradation in developing
countries.

3. To contribute to the conservation of natural forests in developing countries in order
to safeguard the capacity of such forests to act as a carbon sink.

In Prop. 1 S (2015-2016), goal 1 was amended to “to contribute to efforts to ensure
that the international climate regime is an effective instrument for reducing greenhouse
gas emissions from deforestation and forest degradation in developing countries”. At
the start of the initiative in 2007, goal 3 was formulated as “to contribute to the
maintenance of biodiversity”; see St.prp. nr. 1 (2008—-2009) for the Ministry of Foreign
Affairs.

In accordance with St.prp. nr. 1 (2008—-2009), regelverk for klima- og skogsatsingen
(2014) and other documents, the three goals for the initiative were to be governing for
the Ministry’s approaches and priorities, as well as for decisions concerning the
initiation, continuation or amendment of support during the initiative.

Norway'’s International Climate and Forest Initiative has goals relating to both climate
policy and development policy, and supports the overarching goals for Norwegian
climate, foreign and development policy. Contributing to the establishment of a global,
binding and long-term regime for reductions in greenhouse gas emissions is an
overarching goal of Norwegian climate policy. It is also an overarching goal for
Norwegian foreign and development policy to contribute to sustainable development
and the eradication of poverty. It has been stressed in a number of budget proposals
that the climate policy goals must be governing as regards decisions concerning the
financing of measures under the initiative."”

During the consideration of the 2008 climate settlement (see Innst. S. nr. 145 (2007-
2008)), a majority of members of the Energy and Environment Committee expressed
their agreement with the view that deforestation in developing countries should be
included in addition to Norway’s existing obligations under the Kyoto Protocol. A

16) Prop. 1 S (2015-2016) or the Ministry of Climate and Environment; St.prp. nr. 1 (2008—2009) for the Ministry of Foreign Affairs.
17) Prop. 1S (2015-2016) or the Ministry of Climate and Environment; St.prp. nr. 1 (2008-2009) for the Ministry of Foreign Affairs.
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majority also expressed agreement that initiatives to prevent deforestation must be
incorporated in a future climate agreement, so that Norwegian funds which are used to
conserve forests are included as part of Norway’s fulfilment of future obligations under
the United Nations Framework Convention on Climate Change from the date on which
a future climate agreement enters into force'.

3.1.1 Emissions from deforestation and forest degradation in developing
countries (REDD+) are covered by a new international climate agreement

Goal 1 of Norway’s International Climate and Forest Initiative is emphasised as being a
decisive prerequisite for lasting and significant reductions in greenhouse gas emissions
from deforestation and forest degradation in developing countries. Contributing to the
incorporation of emissions from deforestation and forest degradation in a new global
climate agreement was therefore emphasised as the initiative’s primary and most
important goal in the presentation of the initiative in St.prp. nr. 1 (2008—2009) for the
Ministry of Foreign Affairs. According to the budget proposal, Norway will help to
advance the international negotiations concerning REDD+ and a new international
climate agreement by providing technical and political input.

The need for broad international support

The Energy and Environment Committee and the Foreign and Defence Committee
expressed satisfaction with the fact that Norway’s International Climate and Forest
Initiative means that Norway is an active and leading player in securing international
support for initiatives to combat deforestation in developing countries, and that Norway
is helping to ensure that initiatives aimed at countering deforestation are included in a
new global climate agreement which also promotes development and respects the
rights of indigenous peoples.' The Foreign Committee and the Energy and
Environment Committee have noted that a long-term approach and predictability in the
Norwegian support are intended to contribute to establishing international support for
forest conservation as a measure to reduce emissions, and to realising this aim; see
Innst. S. nr. 269 (2008-2009) and Innst. 211 S (2014-2015).

It has been emphasised in a number of arenas that broad international collaboration is
considered to be both necessary and a prerequisite for the success of Norway’s
International Climate and Forest Initiative. The initiative will be carried out in
partnership with other countries and organisations and will encourage other countries
and stakeholders to increase their support for a mechanism under the United Nations
Framework Convention on Climate Change; see for example Innst. S. nr. 145 (2007—
2008) and Innst. 390 S (2011-2012). The Energy and Environment Committee has
noted that it is assumed that the Norwegian grants are included in a multinational
mechanism where increased financial support from Norway is also accompanied by
increases in contributions from other countries.?

In Innst. S. nr. 269 (2008-2009) and Innst. 44 S (2011-2012), the Foreign Affairs
Committee gave its support for Norway to strive to ensure that financing issues have a
pivotal place in the climate negotiations and that mechanisms are established which
ensure predictable transfers to developing countries. In St.prp. 1 (2008-2009) for the
Ministry of Foreign Affairs, it was noted that an important task for Norway in the
international climate work is to help ensure that the many new bilateral and multilateral
financing initiatives complement each other in an effective manner.

Innst. S. nr. 145 (2007-2008), page 18.

19) Innst. S. nr. 145 (2007-2008), see Report to the Storting No. 34 (2006—-2007) Norwegian Climate Policy. S. nr. 269 (2008-
2009), see Report to the Storting No. 13 (2008—2009) Climate, Conflict and Capital; Innst. 211 S (2014-2015), see Report
to the Storting No. 13 (2014-2015) New emission commitment for Norway for 2030 — towards joint fulfilment with the EU.

20) Innst. 390 S (2011-2012), see Report to the Storting 21 (2011-2012) Norwegian Climate Policy. 7 S (2012-2013).
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Build up experience through demonstration and pilot projects

During the consideration of the 2008 and 2012 climate settlements, a majority of
members of the Energy and Environment Committee expressed their support for
Norway to contribute to demonstration and pilot projects through the transfers to
Norway’s International Climate and Forest Initiative, in order to develop systems that
can support the implementation of an international mechanism for emission reductions
through forest conservation in developing countries.?'

Decision 2/CP.13, point 12, from the climate summit in Bali in 2007 emphasises that
experience gained through demonstration and pilot projects must be used as one of a
number of inputs to the work to assess the organisation and establishment of an
international mechanism for reducing greenhouse gas emissions from deforestation
and forest degradation in developing countries. The organisation of an international
mechanism for reducing greenhouse gas emissions from deforestation and forest
degradation in developing countries has also been the subject of discussions and
further decisions under the United Nations Framework Convention on Climate Change
since 2007, resulting in the requirements and expectations for REDD+ being
augmented and clarified.?? The Ministry of Climate and Environment has participated in
these negotiations.

3.1.2 Cost-effective, early and measurable reductions in emissions of
greenhouse gases from deforestation and forest degradation in developing
countries

It is apparent from the budget proposals for the Ministry of Foreign Affairs and the
Ministry of Climate and Environment that Norway’s International Climate and Forest
Initiative must contribute to rapid and cost-effective reductions in greenhouse gas
emissions from deforestation and forest degradation in developing countries, with a
view to establishing mechanisms to regulate these emissions in a new international
climate agreement.

Establishing systems for control and monitoring

In Innst. S. nr. 145 (2007-2008) and Innst. 390 S (2011-2012), the Energy and
Environment Committee stipulated, as a prerequisite for Norway’s contribution of up to
NOK 3 billion annually for measures to combat deforestation in developing countries,
that adequate mechanisms must be established, for example, under the direction of
the United Nations or the World Bank, which can certify and manage large transfers to
forest initiatives in a satisfactory manner.

During the consideration of the 2008 climate settlement, the Energy and Environment
Committee noted that it will be necessary during a start-up phase to develop
regulations and monitoring and control schemes for an international mechanism for
reducing greenhouse gas emissions from deforestation and forest degradation, and
that this should be done through demonstration and pilot projects, amongst other
things.? This was also noted in the Ministry of Climate and Environment’s regelverk for
klima- og skogsatsingen of 2014 (Regulations for Norway’s International Climate and
Forest Initiative), which state that one common goal for the country initiatives is the
rapid establishment of a mechanism for paying for verified emission reductions.

21) Innst. S. nr. 145 (2007-2008), see Report to the Storting No. 34 (2006—-2007) Norwegian Climate Policy.
390 S (2011-2012), see Report to the Storting No. 21 (2011-2012) Norwegian Climate Policy.

22) Key decisions relevant to reducing emissions from deforestation and forest degradation in developing countries (REDD+).
Decision booklet REDD+, UNFCCC Secretariat, February 2016.

23) Innst. S. nr. 145 (2007-2008), see Report to the Storting No. 34 (2006—-2007) Norwegian Climate Policy.
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Combating carbon leakage nationally

During the consideration of Report to the Storting No. 13 (2008-2009) Climate, Conflict
and Capital in Innst. S. nr. 269 (2008-2009), the Foreign Affairs Committee noted that
conserving natural forests is a cost-effective way of preventing greenhouse gas
emissions if the initiatives to combat deforestation have lasting effects at national level,
show verifiable results and do not result in carbon leakage (where the stopping of
logging in one area leads to an increase in logging elsewhere). In this context, the
committee stressed the need for third party verification. The topics that the Foreign
Affairs Committee discusses are included in the strategy for Norway’s International
Climate and Forest Initiative which was presented to the Storting in St. prp. nr. 1 (2008-
2009) for the Ministry of Foreign Affairs.

In Innst. 9 S (2014-2015), the Energy and Environment Committee referred both to the
importance of a national approach to REDD+ to ensure that the necessary national
reforms are implemented, and to the importance of ensuring that the implementation at
sub-national level also takes place within a binding national framework. In connection
with this, the committee asked the government to work to strengthen the emphasis
amongst multilateral financing institutions on national reforms and the initiation of
national REDD+ strategies, including in cases where donors pay for verified emission
reductions.

Results-based payments

In connection with the presentation to the Storting of the strategy for Norway’s
International Climate and Forest Initiative in St.prp. nr. 1 (2008—2009) for the Ministry
of Foreign Affairs, it was noted that the financial support is results-based in order to
reduce risk. This assumes that payments made to partner countries are dependent on
and dimensioned in accordance with actual reductions in CO, emissions, that partner
countries that fail to deliver should receive reduced support, and that support should be
withdrawn completely if the country fails to demonstrate progress and political desire
within a reasonable time frame. It is apparent from regelverk for klima- og
skogsatsingen of 2014 (Regulations for Norway’s International Climate and Forest
Initiative) that developing countries must use the results-based payment to finance
initiatives which support national plans for sustainable development.

During the consideration of Prop. 1 S (2014-2015) om Klima- og miljgdepartementet in
Innst. 9 S (2014-2015), the Energy and Environment Committee noted the
recommendation from the Ministry’s strategic evaluation of Norway’s International
Climate and Forest Initiative that results-based payments should also be considered
for the preparatory phases which the partner countries carry out ahead of emission
reductions. To ensure lasting results from Norway'’s efforts, the committee believed that
it was important that Norway also provides results-based support for the implementation
of political reforms and improvements in management forms, e.g. land reforms.

3.1.3 Conservation of natural forests

Sustainable forest management and the maintenance of biodiversity form part of the
goals of Norway’s International Climate and Forest Initiative®* and of the efforts being
made under the United Nations Framework Convention on Climate Change to
establish a mechanism for reducing greenhouse gas emissions from deforestation and
forest degradation in developing countries®. In St.prp. nr. 1 (2008—2009) for the
Ministry of Foreign Affairs, it was noted that the scope for the conservation and

24) Innst. S. nr. 145 (2007-2008), see Report to the Storting No. 34 (2006-2007) Norwegian Climate Policy.
25) Decision 2/CP.13 Reducing emissions from deforestation in developing countries: approaches to stimulate action,
UNFCCC, 2007.
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promotion of biodiversity could be the decisive factor in decisions concerning
Norwegian support when choosing between two otherwise identical initiative areas.

In Innst. 9 S (2015-2016) to Prop. 1 S (2015-2016) om Klima- og miljgdepartementet,
a majority of the members of the Energy and Environment Committee noted the
government’s aim to maintain Norway’s International Climate and Forest Initiative at a
minimum level of NOK 3 billion per year during the period 2017-2020. The committee
asked the government to specifically target the initiative at carbon-rich forest types, for
example wetland forests in the interior, peat bog forests and mangrove forests, within a
framework of at least NOK 30 million.

3.1.4 Sustainable development and the eradication of poverty

The Norwegian Action Plan for Environment in Development Cooperation dating from
June 2006 announced the expansion of the initiative relating to development work
linked to the safeguarding of biodiversity, for example in rainforests, water
management and environmentally oriented development cooperation to reduce
emissions of environmental toxins and greenhouse gases. A majority of the members
of the Energy and Environment Committee supported the action plan during the
consideration of the budget for 2008 in Budsjett-innst. S. nr. 9 (2007—2008).

In its justification for Norway’s International Climate and Forest Initiative in connection
with the consideration of the 2008 and 2012 climate settlements, the Energy and
Environment Committee noted that initiatives to promote emission reductions in
developing countries can produce three times the benefits compared with climate
initiatives in wealthy countries. In addition to a greater impact on climate and the local
environment, climate initiatives in developing countries can have a substantial
development impact; see Innst. S. nr. 145 (2007-2008) and Innst. 390 S (2011-2012).

It has been noted that, as a prerequisite for long-term forest conservation, the initiative
must also address considerations relating to development policy. During the
consideration of the 2012 climate settlement, a majority of the Energy and Environment
Committee’s members therefore noted that Norway’s International Climate and Forest
Initiative should have composite goals linked to the conservation of natural forests,
sustainable development and respect for the rights of indigenous peoples, in addition
to the primary goal of reducing emissions. This was also emphasised in Innst. 9 S
(2015-2016), see Prop. 1 S (2014-2015) om Klima- og miljgdepartementet, where the
committee noted that Norway must continue the work to ensure that REDD+ promotes
results in areas other than reductions in CO, emissions.

The rights of indigenous peoples

In connection with the presentation of the initiative in St.prp. nr. 1 (2008-2009), it was
noted that the long-term results of Norway'’s International Climate and Forest Initiative
can only be secured if those who live in and off the forest are permitted to share in the
associated economic development. The Storting has supported this view on a number
of occasions, e.g. in Innst. 44 S (2011-2012) in connection with the consideration of
Report to the Storting No. 14 (2010-2011) Towards Greener Development, where a
majority of the Foreign Affairs and Defence Committee believed that countries which
receive Norwegian climate and forest funding must respect and protect the rights of
indigenous peoples and local communities, and that income from forest conservation
must also benefit these groups.

This was followed up in the consideration of Prop. 1 S (2014—2015), see Innst. 9 S

(2014-2015), where the Energy and Environment Committee noted that, during the
climate summit in Cancun in 2010, the global community undertook to establish
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safeguarding mechanisms linked to REDD+ to ensure that forest conservation does
not take place at the expense of other international and national obligations. These
safeguarding mechanisms are principles for environmental and social considerations
that the countries must promote and support in the implementation of REDD+. The
purpose of the safeguarding mechanisms is to ensure that REDD+ has no negative
consequences for local communities and the environment. The committee noted the
importance of Norway following up and working in all relevant forums to ensure that
procedures are adopted which help to ensure that the safeguarding mechanisms are
actually followed up and that initiatives are instigated if they are not. At the same time,
it was noted that it is important that Norway also prioritises controls to ensure
compliance with the safeguarding mechanisms in the bilateral REDD+ agreements.

Positive synergies between sectors

In Innst. S. nr. 269 (2008-2009) during the consideration of Report to the Storting No.
13 (2008-2009) Climate, Conflict and Capital, a majority of the Foreign Affairs
Committee’s members noted that in the longer term it will be desirable to establish
international mechanisms for reducing greenhouse gas emissions to cover agriculture.
The majority noted that this would reduce the opportunity for carbon leakage between
forests and agriculture in the same country, and increase the scope to reap the benefits
of forest planting, if all countries could establish holistic plans for land use.

The opportunity to extract positive synergies between the forest initiative (REDD+),
renewable energy and climate adaptation, primarily agriculture and the prevention of
natural disasters, was also noted in the Foreign Affairs and Defence Committee’s
consideration of Report to the Storting No. 14 (2010-2011) Towards Greener
Development, see Innst. 44 S (2011-2012). The committee noted that the biggest
threat to forest conservation is the need for more land for agriculture. More efficient
and climate-friendly agriculture will enable food production to be increased without any
associated increase in land use and is thus expected to support the forest initiative.

3.2 Management of Norway’s International Climate and Forest Initiative

In accordance with the Agreement between the Ministry of Climate and Environment
and the Ministry of Foreign Affairs concerning the Government’s Climate and Forest
Initiative dating from January 2014, Norad is subordinate to the Ministry of Climate and
Environment in cases which concern Norway’s International Climate and Forest
Initiative. Until 2014, Norad was also subordinate to the Ministry of Foreign Affairs in
cases which concerned Norway’s International Climate and Forest Initiative.?

In Innst. 9 S (2014-2015), see Prop. 1 S (2014-2015), the Energy and Environment
Committee noted that Norad’s real-time evaluation recommended that Norway further
develop the strategy for its REDD+ work through to 2020. The committee noted that
Norway’s International Climate and Forest Initiative will continue to be Norway’s most
important climate contribution, and that climate will continue to be the most important
aspect of the initiative. In addition to the climate impact, the committee asked the
government to emphasise the rights and participation of indigenous peoples and the
local population in the conservation of forests, along with a broader approach to forest
conservation and safeguard mechanisms.

Moreover, in Innst. 9 S (2014-2015), the Energy and Environment Committee noted
during the discussion of Norad’s real-time evaluation that Norway should have a

26) Regjeringens klima- og skoginitiativ, Bakgrunn og retningslinjer for gjennomfaring, Ministry of Foreign Affairs, May 2009.
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greater presence in the partner countries and that, through the budget proposals, the
government should facilitate the prioritisation of presence and a more active Norwegian
dialogue with the countries. During the same period, the Ministry of Foreign Affairs
strengthened its initiative relating to climate and environment through a climate
instruction which was sent to all diplomatic service staff. In Prop. 1 S (2014-2015), the
Ministry of Foreign Affairs refers to the instruction as a signal that climate work,
including Norway’s International Climate and Forest Initiative, should have a clearer
place in foreign and development policy.

3.2.1 Aid policy principles as a guiding light in the management of the initiative
It must be possible to classify payments via Norway’s International Climate and Forest
Initiative as official development aid (ODA) and to fulfil the criteria of the Organisation
for Economic Co-operation and Development (OECD) for ODA.? According to the
OECD’s development committee, ODA comprises grants or loans to countries and
territories from public authorities in order to contribute to economic and social
development. This must be the main aim of the funds. The directives open up the
possibility of transfers under the work for the United Nations Framework Convention on
Climate Change (UNFCCC) and others being recognised as aid subject to certain
conditions. The aid can be transferred directly between public authorities in two
countries (bilateral aid) or channelled through multilateral institutions (multilateral aid).
The Energy and Environment Committee and the Foreign Affairs and Defence
Committee have given their support to the funds transferred via Norway’s International
Climate and Forest Initiative having the form of both bilateral and multilateral aid; see
for example Innst. S. nr. 145 (2007-2008).

In Innst. 7 S (2009-2010), see Prop. 1 S (2014—2015), a majority of the Foreign Affairs
and Defence Committee’s members believed that Norway’s International Climate and
Forest Initiative should largely be based on established aid policy principles by
supporting national plans to reduce deforestation and forest degradation in the partner
countries. It was noted that it is important that national plans have a broad anchoring in
the recipient countries and that the initiatives in these countries are in line with the
rights of indigenous peoples and other local population groups in order to secure
lasting results from the REDD+ projects.

This coincides with the principles in the Busan Outcome Document (2011) concerning
a global platform for a more effective development partnership, which Norway has
supported. Amongst these principles are national ownership, emphasis on results and
transparency concerning aid and associated financing flows. This augments the
OECD'’s criteria for aid evaluation, which are also integrated in Norway’s administrative
routines for the aid. The criteria list considerations such as relevance, sustainable
development, cost-effectiveness and the effects of the aid.

3.2.2 Requirements concerning grant management

The Ministry’s administration is covered by the principle of goal- and results-based
management in the Regulations on Financial Management in Central Government and
associated provisions. According to these regulations, all government administrative
bodies must ensure that established goals and result requirements are achieved, that
there is sufficient management information and that an appropriate basis is established
for decision-making.

27) Innst. 260 S (2013-2014), see Report to the Storting 2 (2013—-2014); Prop. 93 S (2013-2014); Prop. 94 LS (2013-2014);
Innst. 7 S (2009-2010) and Innst. 470 S (2012-2013).
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Payments to funds

Regelverk for klima- og skogsatsingen (Regulations for Norway’s International Climate
and Forest Initiative) note that payments to grant recipients must be made in
accordance with the regulations for financial management in the state and be based on
verified and planned needs for a maximum of six months into the future. Exceptions
have been made to this requirement for Norway’s International Climate and Forest
Initiative in a number of Roman numeral resolutions in the Storting’s consideration of
the national budget, for example, for Norway’s payments to the Amazon Fund. An
account is given of the conditions for such exceptions in Prop. 1 S (2015-2016) for the
Ministry of Climate and Environment.

The Office of the Auditor General assumes that the financial regulations are addressed
in connection with payments to funds through the agreement that is established
between Norway and the funds concerned; see Innst. 260 S (2013—-2014) . Amongst
other things, this means that the agreement clarifies requirements regarding internal
controls, the purpose of the fund payments based on Norwegian funds, and
requirements regarding reporting to the Ministry of Climate and Environment
concerning results achieved in projects supported through the fund.

Describe goals, criteria for goal attainment and provisions concerning follow-up
and control

Section 8 concerning grants in the Regulations on Financial Management in Central
Government (the Financial Regulations) states that, for an individual grant scheme, the
Ministry must describe goals, criteria for goal attainment and awards, and establish
provisions concerning the follow-up and control of grants. These key elements must
also be included in letters of commitment, in assignment letters to grant managers
outside the public administration, and in special regulations for the grant scheme. In
the letter of commitment to an individual recipient, the grant manager must set out the
purpose and conditions for the grant and the grant amount, including any reservations
regarding follow-up and control.

In Innst. 9 S (2014-2015), the Energy and Environment Committee noted that, in
Document 1 (2013—-2014), the Office of the Auditor General claimed that Norway’s
International Climate and Forest Initiative’s development policy-related goals are not as
operationalised as the goals concerning reductions in greenhouse gas emissions. The
committee asked the government to specify the broader goals and to continue to report
to the Storting on the progress being made within these areas, including with regard to
how Norway’s International Climate and Forest Initiative is contributing to attainment of
the overarching goals of Norway’s development policy. The committee pointed out that
the reporting must be encapsulated in both the bilateral and international partnerships
in which Norway is involved.

An account of the award criteria for funds under Norway’s International Climate and
Forest Initiative is given in Prop 1 S (2013-2014) and subsequently repeated in Prop. 1
S (2014-2015) and Prop. 1 S (2015-2016). The award criteria differ between payments
for verified emission reductions, the financing of programme and project portfolios, and
fund development for future payments for verified emission reductions through
multilateral initiatives.

The administration of these funds is explained in more detail in regelverk for klima- og
skogsatsingen (Regulations for Norway'’s International Climate and Forest Initiative),
which were adopted on 3 June 2014. The scheme’s regulations refer to the Grant
Management Manual. Management of Grants by the Ministry of Foreign Affairs and
Norad as a supplement to the regulations, which apply to initiatives managed by
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Norwegian diplomatic missions through an annual charging authority and initiatives
administered by Norad through annual letters of commitment. Application-based grants
to civil society managed by Norad are regulated through a separate set of scheme
regulations.?®

Acquisition and use of information concerning results

According to Section 4 of the Financial Regulations concerning fundamental

management principles, all government departments and agencies must:

a) Establish goals and result requirements within the framework of the available
resources and preconditions established by the overarching authority.

b) Ensure that established goals and result requirements are achieved, that resource
use is efficient, and that the government departments and agencies are run in
accordance with applicable laws and regulations, including requirements regarding
good management practice, competence and ethical conduct.

c) Ensure sufficient management information and an appropriate basis for decision-
making.

The ministries must also establish overarching goals and management parameters for
underlying agencies; see Section 7. Governance, follow-up, control and management
must be adapted to the agencies’ characteristics, risk and materiality.?®

In Innst. 44 S (2011-2012), see Report to the Storting No. 14 (2010-2011) Towards
Greener Development, a majority of the Foreign Affairs and Defence Committee
supported the view that Norway must continually evaluate whether contractual forms
and financing mechanisms in Norway’s International Climate and Forest Initiative can
be improved to ensure that the attainment of results is optimised. In Innst. 7 S (2012-
2013), see Prop. 1 S (2012-2013) and Prop. 1 S Tillegg 3 (2012—-2013) for the Ministry
of Foreign Affairs, a majority of the committee’s members noted that in recent years
around 50 such forest projects have been established with different goals, structures
and reporting routines, and that these projects lack coordination. A majority thus
believed that Norway must make even more effort to improve coordination of Norway’s
International Climate and Forest Initiative in dialogue with partner countries, multilateral
organisations and partners from civil society.

In Innst. 123 S (2013—2014), the Control and Constitution Committee noted the

recommendations in Document 1 (2013—2014) concerning the administration of

Norway’s International Climate and Forest Initiative. The committee asked the Ministry

to prioritise the work to

» Ensure the establishment of a result framework for high-risk aid projects.

 Facilitate nuanced reporting to the Storting as a basis for the consideration of award
proposals.

+ Establish follow-up routines and strengthen the organisation within the Ministry in a
way that ensures holistic management and reporting of the results of Norway’s
International Climate and Forest Initiative.

In connection with the consideration of Prop. 1 S (2015-2016), the committee noted
that the Ministry has presented a comprehensive result report for the initiative and
urged that this be done annually; see Innst. 9 S (2015-2016).

In Innst. 390 S (2011-2012), see Report to the Storting No. 21 (2011-2012) Norwegian
Climatelnternational Climate Policy, a majority of the Energy and Environment

28) Rules for the Climate and Forest Funding to Civil Society — Chapter 1482.73, Norad, 2014.
29) Regulations on Financial Management in Central Government, Provisions on Financial Management in Central
Government, Ministry of Finance, November 2015.
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Committee’s members noted that the real-time evaluation of Norway’s International
Climate and Forest Initiative is important in order to make continuous adjustments to
the initiative’s strategy and portfolio, and in order to document experiences and results.
A majority considered it to be extremely important that experience and knowledge
generated through Norway’s contributions in the area are documented and
disseminated. This was also stressed in the Foreign Affairs and Defence Committee’s
Innst. 7 S (2012—-2013) in connection with the consideration of Prop. 1 S (2012-2013).
The committee assumed that the evaluation reports are used as a basis for ongoing
improvements to the initiative. Instruks for evalueringsvirksomheten i norsk
bistandsforvaltning (Instructions for evaluation work in Norwegian aid administration)
dating from 2015 established rules for the Ministry’s follow-up of evaluations, including
deadlines for the establishment of follow-up plans and for reports concerning the
implementation thereof.

In the presentation of the strategy for Norway’s International Climate and Forest
Initiative in St. prp. nr. 1 (2008—-2009) for the Ministry of Foreign Affairs, it was pointed
out that the initiative entails considerable risk and that it will not be possible to
eliminate all this risk. It was noted that a certain number of less successful projects
would have to be anticipated. A systematic and strategic approach was highlighted as
being important in order to reduce the number of less successful projects and in order
to implement corrective measures if the initiative proves not to have the desired effect.

Managing the risk of fraud

The principle of zero tolerance for corruption is pivotal in the administration of
Norwegian aid; see The Ministry of Foreign Affairs’ Nulltoleranse for korrupsjon.
Utdyping av innholdet i politikken (2010) and St. prp. nr. 1 (2006-2007). On a number
of occasions, the Foreign Affairs and Defence Committee has stressed the need for
targeted and effective controls concerning aid funds, regardless of the body that the
aid is being channelled through; see for example Innst. 7 S (2011-2012), Innst. 420 S
(2012-2013) and Innst. 7 S (2014-2015).

In Innst. 7 S (2014-2015), see Prop. 1 S (2014-2015) for the Ministry of Foreign
Affairs, the Foreign Affairs and Defence Committee notes that it shares the
government’s view of zero tolerance for corruption in international organisations that
administer Norwegian grants and assumes that provision is made for strict controls
concerning the funds that are used. The committee points out that it is important that
aid is used in a targeted and appropriate manner, and that this assumes a carefully
considered set of agreements when financial aid is approved.

The Financial Regulations establish requirements concerning risk management and
internal controls in government departments and agencies. According to Section 14, all
enterprises must establish systems and routines which have built-in internal controls.
One of the purposes of this is to ensure that irregularities and financial crime are
prevented and uncovered. The requirement is described in more detail in the
provisions. Internal controls must focus on preventing and uncovering wilful acts which
are in breach of applicable laws and rules, such as manipulation, forgery or altering
accounting data or other results-related information. Grant administrators must check
information from grant recipients which is of importance for grant amounts and awards.
Control measures must be documented.

Section 15 of the Financial Regulations states that government departments and
agencies must carry out checks on underlying agencies and entities outside the public
administration which have administrative authority perform their tasks in an appropriate
manner and in accordance with Section 14 concerning internal controls. Grant
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administrators must carry out checks to ensure that grant recipients fulfil the conditions
that are established for their grant.

As regards the handling of cases involving suspected fraud, the Agreement between
the Ministry of Climate and Environment and the Ministry of Foreign Affairs concerning
the Government’s Climate and Forest Initiative dating from January 2014 notes that
Norway’s International Climate and Forest Initiative will be based on established
practice for the reporting and follow-up of suspected cases of fraud involving
Norwegian funds, and that mechanisms will be established for joint external resource
use and the exchange of information between the Ministry of Climate and Environment,
the Ministry of Foreign Affairs and Norad within this area. As regards funds managed
by Norad, whistleblowing reports must be handled by Norad, which reports to the
Minister for Climate and Environment in these cases. As regards funds managed by
the embassies or the Ministry of Climate and Environment, this responsibility is
handled by the control administrator in the Ministry of Climate and Environment.
According to the agreement dating from January 2014, the control administrator was to
be assisted during a transitional period by the central control unit in the Ministry of
Foreign Affairs.
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4 What financing has been made available to REDD+?

4.1 What has been awarded to Norway’s International Climate and Forest
Initiative?

Annual balanced budget and accounting figures for Norway’s International Climate and
Forest Initiative are shown in Table 1.

Table 1 Budgets and accounts for Norway’s International Climate and Forest Initiative 2009—2016

(whole NOK thousand)

Balanced budget Accounts
Year Operating Climate and Totalt Operating Climate and Totalt
expenses* forest** expenses* forest**
2009 25000 1475 000 1 500 000 32938 838 178 871 116
2010 39 867 2107 700 2147 567 44 407 2711761 2756 168
2011 50 400 2 163 000 2213 400 38510 2017 143 2 055 653
2012 51000 2529 000 2580 000 52 582 2616 604 2669 186
2013 51700 2932 500 2984 200 67 912 2121 591 2189 503
2014 71900 2794 000 2 865900 66 695 3366 924 3433919
2015 82614 2909 998 2992 612 87 283 2819651 2906 934
2016 93 689 2673 598 2767 287 94 945 2553 106 2 648 051
TOTAL 466 170 19 584 796 20 050 966 485 272 19044958 19 530 530

*The post covers pay, administration, travel expenses and information activity in the Ministry of Climate and Environment, Ministry of
Foreign Affairs (and embassies) and the Norwegian Agency for Development Cooperation (Norad), in addition to expenses relating to
investigations, consultancy services, seminars, international meetings, etc.

**The post comprises grants which cover three categories of measures: payment for verified emission reductions, funding of programme
and project portfolios, and fund development.

Source: Prop. 1 S Utenriksdepartementet, kap. 166 posts 01 and 73, for 2009 to 2013; Prop. 1 S Klima- og miljgdepartementet kap.
1482, posts 01 and 73, for 2014 to 2016.

Table 1 shows that the awards gradually increased through to 2013, and that since
2013 they have been at a level of around NOK 2.8-2.9 billion. A total of NOK 23.5
billion has been awarded to Norway’s International Climate and Forest Initiative,
including an award of NOK 625 million to climate- and forest-related initiatives in 2008
and an award of NOK 2.8 billion in 2017.%

The accounting figures for an individual year may deviate substantially from the
budget. This is partly because the Storting has decided that awards to Norway’s
International Climate and Forest Initiative can be transferred and that award
authorisations are given which will cover the obligations of Norway’s International
Climate and Forest Initiative beyond the budget year concerned. During the period
2009-2017, annual award authorisations of between NOK 0.6 and 3.5 billion have
been granted.

30) St.prp. nr. 1 (2008—2009) for the Ministry of Foreign Affairs; Prop. 1 S (2016-2017) for the Ministry of Climate
and Environment.
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4.2 Where have the funds in Norway’s International Climate and Forest Initiative
been used?

During the period 2008-2016, a total of NOK 19 billion was paid out in aid via Norway’s
International Climate and Forest Initiative. Norwegian Aid Statistics shows that 55
percent of the funds, i.e. NOK 10.47 billion, have been categorised as bilateral aid,
whilst 45 percent of the funds, or NOK 8.57 billion, have been channelled through
multilateral institutions.

Of multilateral funds and programmes, the World Bank’s Forest Carbon Partnership
Facility (FCPF) is the largest recipient of finance from the Norwegian initiative, with
NOK 1.9 billion, or 10 percent of the total payments. Of this, NOK 407 million was
transferred to the FCPF Readiness Fund, which finances the REDD+ countries’
provision for emission reductions from forests, and NOK 1.5 billion was transferred to
the FCPF Carbon Fund, which makes payments for actual reductions in emissions.
The UN REDD Programme has received 9 percent, or NOK 1.7 billion, from Norway.
Other major recipients under multilateral funds and programmes include the Forest
Investment Programme (FIP), with NOK 855 million, and the BioCarbon Fund’s
Initiative for Sustainable Forest Landscapes (ISFL), with NOK 748.4 million.

Seventy three percent of the funds which have been channelled through multilateral
institutions (NOK 6.2 billion) are not geographically specified and primarily comprise
transfers that the boards of the various funds and programmes distribute
geographically. The remaining NOK 2.4 billion is geographically specified. These funds
are split between a total of 17 countries, which all also receive bilateral aid from
Norway’s International Climate and Forest Initiative.

The funds that are categorised as bilateral aid are split between 36 countries. Of these,
14 are in Africa, 11 in Asia, 9 in Latin America and 1 in the Middle East (Jordan) and 1
in Oceania (Papua New Guinea). Latin America has received the most finance. This is
primarily because of the transfers made to Brazil, which has alone received 39 percent
of the total of NOK 19 billion paid out by Norway’s International Climate and Forest
Initiative. The largest recipients of the bilateral funds are authorities and the public
sector in partner countries (NOK 7.5 billion) and civil society organisations (NOK 2.4
billion). Of the bilateral funds, NOK 1.6 billion is not linked to a specific country, but
constitutes support for recipients operating in a number of countries.

The ten largest recipient countries, which are all bilateral partner countries, have
received a total of NOK 10.9 billion through multilateral and bilateral channels. In
addition to Brazil, which has received NOK 7.4 billion, Indonesia and Guyana are major
recipients of funds from Norway, with NOK 1.1 billion each. Most other countries have
received very small payments. Twenty six of the 36 recipient countries have received a
total of NOK 253.9 million, or 1.3 percent of the total payments made by Norway’s
International Climate and Forest Initiative.

4.3 What funds have been made available to REDD+ globally?

4.3.1 The challenges of tracing funds to REDD+

A number of initiatives and stakeholders are working to obtain data concerning the
funds that are channelled to REDD+ globally. Norway’s International Climate and
Forest Initiative has also supported this work, partly through contributions to studies
under the direction of the US Center for Global Development think tank, and support
for the REDD+ Voluntary Database administered by the Food and Agriculture
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Organization of the United Nations. Nonetheless, the data concerning the financing of
REDD+ will remain fragmented and incomplete. Amongst the reasons for the deficient
data is the fact that donors report support to REDD+ under general categories such as
environment or forest, without isolating the funds paid to REDD+. Little data is also
available concerning the forest countries’ own investments in REDD+. The various
initiatives and stakeholders therefore issue reservations concerning the completeness
of the data that is presented, and emphasise selected financing channels which are
considered to cover the largest financing flows. Through a combination of sources, the
audit has sought to obtain an overview of the trends in the financing of REDD+ globally.

4.3.2 How much funding has been anticipated, transferred and used for REDD+
globally?

What funding has been anticipated and transferred?

In 2014, the Center for Global Development (CGD) think tank conducted a review of
the financing of REDD+ globally during the period 2006—2014. The report concluded
that various donors anticipated the transfer of a total of USD 9.8 billion to REDD+.
Anticipated funding is funding that donors have indicated they would like to give, but
where no legally binding agreements to actually pay out the funding have been
established. The payment period for the anticipated funds may extend over a number
of years. In agreements concerning results-based payments, requirements may also
be imposed concerning verified results before any payments are made.

The organisation Forest Trends traces REDD+ funds to a total of 13 countries. At the
end of 2014, it was anticipated that these countries would receive a total of USD 6
billion for REDD+, or two thirds of the total of USD 9.8 billion that was expected to be
awarded to REDD+ globally at the time. In an analysis that was presented in 2015,
Forest Trends found that a total of USD 2.3 billion had been paid to the 13 countries at
the end of 2014. Of this amount, USD 917 million, or 40 percent of the total payments,
comprised transfers from Norway to Brazil and Indonesia. According to Forest Trends’
analysis, the majority of the REDD+ countries investigated had received relatively
small amounts for REDD+ and a considerable proportion of the anticipated funds had
not yet been paid out. In addition, the figures show that Norway accounted for a
significant proportion of the funds that had been paid out for REDD+ in the 13 countries.

It is apparent from CGD’s survey that over half of the funds, i.e. USD 5 billion, was
expected to be paid out in the form of payments under bilateral agreements concerning
REDD+, either as results-based payments or ordinary financing. Another important
channel for financing was multilateral funds and programmes®', which were expected
to be awarded a total of USD 3.2 billion.

Climate Funds Update (CFU), an initiative under the direction of the think tanks
Overseas Development Institute and Heinrich Boll Stiftung for tracking international
climate financing, is monitoring developments in the financing of REDD+ through the
multilateral channel. In its 2014 survey, CGD found - based on figures from CFU - that
75 percent of the anticipated monies to multilateral funds and programmes, i.e. USD
2.4 billion, had been transferred and made available for further investment in REDD+
as of December 2014. Figures from CFU dating from May 2017 for corresponding
funds and programmes show an increase in both anticipated and actually transferred
funds. Whilst the total amount of anticipated monies for multilateral funds and
programmes had increased to USD 4.5 billion, a total of USD 2.9 billion had been

31) CGD and CFU include the Amazon Fund under multilateral funds and programmes, which otherwise consist of the Forest
Investment Program (FIP), Forest Carbon Partnership Facility (FCPF), the DR Congo Basin Forest Fund (CBFF),
BioCarbon Fund ISFL and the United Nations REDD Programme.
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transferred to REDD+. This represents an increase of USD 500 million in around two
years. This shows that it was still anticipated that further funds would be paid out for
REDD+ and that these monies were gradually being transferred to the multilateral
funds and programmes. However, according to Climate Funds Update’s data, Norway’s
payments to the Amazon Fund also account for a high proportion, 34 percent, of the
total payments made.

What transferred funds have been used?

Only a small proportion of the amounts transferred to multilateral funds and programmes
has actually been used. In 2014, CGD found that 12 percent of the contributions to
multilateral funds and programmes had been paid out to REDD+ projects. Corresponding
calculations performed on the basis of CFU’s figures from October 2016 and May 2017
show that the proportions of funds used as of these dates had risen to 20 and 26 percent
respectively®’. As of May 2017, a total of USD 727 million, out of a total of USD 2.9 billion
available in multilateral funds and programmes, had been paid out to REDD+ projects.

However, the proportion of used monies varies considerably between the funds and
the programmes. The UN REDD Programme, which is the smallest of the funds and
programmes, stands out in that 97 percent of the funds had been paid out. For the
others, the proportion paid out varies between 0 and 36 percent. The low proportion of
used funds indicates substantial fund accumulation, partly for payments for results over
the coming years in the FCPF Carbon Fund and the BioCarbon Fund’s ISFL.

The low proportion of used funds is also affected by a high proportion of unused funds
in the Amazon Fund and the Forest Investment Program (FIP), which are amongst the
largest individual recipients of funds according to the figures, with 26 and 13 percent of
received funds respectively having been paid out by the fund to REDD+ as of May
2017. In a letter, the Ministry notes that 50 percent of the total contribution made to the
Amazon Fund had been contractually agreed as of 31 December 2017, and that 28
percent of the total contribution had actually been paid out.

The Ministry of Climate and Environment furthermore states in a letter that payments to
the fund may be made regardless of any verified need on the part of the recipient; see
Prop. 93 S (2013-2014).In connection with this, the Ministry notes that the high
proportion of paid funds from the UN REDD Programme must be viewed in light of the
fact that the three associated UN organisations often formulate and carry out the
projects that are being financed themselves. This makes the UN REDD Programme
less dependent on the recipient country’s capacity, but can on the other hand weaken
the recipient country’s ownership of the project.®

4.3.3 Who donates funds to REDD+?

In CGD’s 2014 review, public funds were estimated to account for almost 90 percent of
REDD+ financing. This is also the financing source which has been mapped by various
organisations to the greatest extent. Whereas, in its 2014 review, CGD identified more
than 20 donors to REDD+, irrespective of the financing channel, they found that 77
percent of the financing was concentrated in five donor countries: Norway, USA, United
Kingdom, Japan and Germany.

32) The basis for CFU calculations concerning funds that have been paid out in the Forest Investment Program (FIP) was
changed in the data set from May 2017, as promissory notes were no longer included in the calculation basis for paid
funds. This represents a reduction in funds paid to the FIP from USD 743.4 million in the data set from October 2016 to
USD 501.1 million in May 2017. This impacts on the proportion paid out by 3 percentage points.

33) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersgkelse av den norske klima- og skogsatsingen
- svarbrev fra departementet, 12 February 2018.

Document 3:10 (2017-2018) Report



Norway is the largest donor to REDD+. According to figures from CFU dating from May
2017 for the funds and programmes which exclusively work with REDD+, Norway
accounts for 64 percent of the total of USD 2.9 billion which has been paid in by
donors. Norway is followed by Germany and the United Kingdom, which account for
nine and five percent of payments respectively.

The figures of the CFU do not include all financing channels which have been used by
the donors. For example, a number of cases of bilateral aid are excluded, and this is a
key financing channel for Germany. The audit therefore obtained figures from the
British and German authorities regarding their financing of REDD+ during the period
2008-2016 in order to have more precise data concerning contributions from these
donors. The figures show a combined contribution from the three countries of USD 5.3
billion to REDD+ during the period 2008-2016. Norway is the largest donor of the three
countries, contributing 51 percent of the funds, followed by Germany (31 percent) and
the United Kingdom (18 percent)*. As regards the United Kingdom, contributions to
REDD+ accounted for 18 percent of the country’s total contribution to climate financing
in developing countries during the period 2008-2016.

The donor countries have different approaches to REDD+. The survey conducted by
CGD in 2014 showed that, while Norway'’s principal approach is to establish agreement
concerning reductions in greenhouse gas emissions under the climate convention,
REDD+ in the United Kingdom, Germany and the USA is linked more to goals
concerning biodiversity, sustainable development and the eradication of poverty.
Germany has also taken on a number of additional obligations on biodiversity under
the convention, and the country’s financing of REDD+ is closely linked to these goals.
In a letter, the Ministry of Climate and Environment notes that the development goals,
biodiversity and ecosystems are also pivotal in the Norwegian support for REDD+.*

The Ministry of Climate and Environment furthermore states that the Paris Agreement
and pledges from the private sector to avoid deforestation in connection with the
production of goods, facilitate other sources of financing for REDD+. This includes the
forest countries’ own financing of REDD+, support from multilateral institutions to
REDD+ through the financing of sustainable development, and corporate investments
in sustainable agricultural production. The Ministry notes that it considers the decision
by the Green Climate Fund in 2017 to trial results-based financing for REDD+ in the
amount of up to USD 500 million to represent a major breakthrough in the efforts being
made to boost REDD+ financing. The Green Climate Fund is expected to take up a
pivotal place in international climate financing in the years to come, and the Ministry
has worked to be given the opportunity to earmark funding in the REDD+ fund.*

4.3.4 How do the funds and donors break down between REDD+ funds and
programmes?

Four multilateral funds and programmes are dedicated to the implementation of REDD+.
The Forest Carbon Partnership Facility (FCPF) programme under the World Bank is the
largest of these. According to figures from CFU dating from May 2017, this programme
has received a total of USD 767.2 million from donors. Of this amount, USD 441 million
was held by the FCPF Carbon Fund, which makes payments for actual reductions in
emissions, whilst USD 326 million was placed in the FCPF Readiness Fund.

34) The amounts have been converted from the respective countries’ currencies to US dollars based on the average exchange
rate for the Norwegian kroner, euro and pound sterling during the period 1 January 2009—-31 December 2016. The average
exchange rate was determined using the website valutakurser.no/kursutvikling.

35) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.

36) Ministry of Climate and Environment 2018) Hovedanalyserapport - undersgkelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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FCPF also has the largest number of donors, 17 in total. Nevertheless, Norway and
Germany have stood out as the largest individual donors. Whereas Norway and
Germany account for almost 50 percent of the funds that have been transferred to the
FCPF Readiness Fund, the same two countries as of May 2017 had contributed 80
percent of the funds in the FCPF Carbon Fund, according to figures from CFU. Norway
alone accounted for 52 percent of the funds in the FCPF Carbon Fund. This confirms
the general picture that a small number of donors account for the majority of REDD+
financing and that Norway is central amongst these donors.

As of May 2017, the Forest Investment Programme (FIP) had received a total of USD
501 million according to figures from CFU. This makes FIP the second largest fund
amongst the multilateral funds and programmes dedicated to REDD+. According to
figures from CFU, the USA was the largest donor to the fund, with 33 percent of the
transfers. The USA was followed by Norway with 28 percent and the United Kingdom
with 14 percent of the deposited funds.

The UN REDD Programme was the third largest multilateral actor in terms of funds
received as of May 2017, with a total of USD 280 million. Eighty seven percent of these
funds originated from Norway.

Whilst FCPF, FIP and the UN REDD Programme were operational from 2008 and 2009
onwards, the BioCarbon Fund’s Initiative for Sustainable Forest Landscapes (ISFL)
became operational later, in 2014. ISFL is trialling a landscape approach to REDD+ in
three selected pilot countries: Ethiopia, Colombia and Zambia. The donors to the fund
are Norway, the United Kingdom and the USA. According to figures from CFU, the fund
had received a total of USD 162 million as of May 2017. Sixty six percent of the funds
originated from Norway.

In addition to the four multilateral REDD+ actors, Norway has also made financial
contributions to the Congo Basin Forest Fund multi-donor fund, which is administered
by the African Development Bank. With a total contribution of USD 82 million, Norway
was the largest of the three donors (Canada, the United Kingdom and Norway) to the
fund. Since 2015, Norway'’s investments in the region have been transferred to the
recently established Central African Forest Initiative (CAFI) donor coordination
platform. At the end of 2016, 94 percent of the funds in the CAFI Fund came from
Norway. A total of USD 49.2 million was available in the fund at the end of 2016.

In a letter, the Ministry of Climate and Environment states that a number of donors
have substantial bilateral aid programmes in the Congo Basin region which are not
apparent from the financing in the CAFI Fund. A number of these donors have
apparently indicated that they wish to support CAFI programmes that are at the
planning stage. Amongst these is the World Bank, which has indicated that there is
scope for the joint financing of programmes in the region.*’

37) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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5 What progress and results have been achieved
through the Ministry of Climate and Environment’s
work relating to the goals of the Norwegian initiative?

5.1 What has been achieved as regards goal 1 of the initiative to contribute to
ensuring that REDD+ is covered by a new international climate agreement?

5.1.1 Is REDD+ covered by a new international climate agreement?

The Ministry considers goal 1 of Norway’s International Climate and Forest Initiative to
have been achieved through the inclusion of REDD+ in the climate agreement that was
adopted in Paris.*® The agreement is intended to ensure that reductions in greenhouse
gas emissions from forests in developing countries can be covered by the national
contributions to the climate goals and that countries can enter into international
collaboration concerning this. The agreement aims to promote the use of the
framework for REDD+ which has been adopted by the parties to the climate
convention.* This framework consists of consensus-based decisions concerning
REDD+ taken by the parties to the climate convention during the period 2007-2015.
REDD+ is considered to be the area where the parties to the climate convention have
progressed furthest in reaching agreement over a common framework for
implementation of the initiative.

Key topics for Norway during the REDD+ negotiations

The Ministry of Climate and Environment took part in the negotiations concerning

REDD+ with a dedicated negotiator for forests, who was a member of Norway’s

negotiating team for the climate convention. In an interview, the Ministry noted that

pivotal topics for Norway in the REDD+ negotiations were:

» Provisions concerning the geographical level of implementation of REDD+, as either
national or jurisdiction-based rather than project-based.

* Results-based payments for emission reductions, and not exclusively support for
capacity-building, i.e. phases 1 and 2 of REDD+.

» Social and environmental safeguards to prevent injury to people and damage to
nature in connection with REDD+.

* Measurement, reporting and verification (MRV), and, amongst other things,
transparency regarding the use of methods, as well as the use of a historical
reference level rather than trend projections.

* Aphased approach to REDD+.

The Ministry believes that Norway’s priorities are very strongly reflected in the wording
of the Paris Agreement. In the Ministry’s opinion, this was far from inevitable given the
differences in the positions of the various stakeholders during the years of negotiations
concerning REDD+. In the proposal for the 2012 budget year, the Ministry of Foreign
Affairs noted that the decisions made concerning REDD+ during the climate summit in
Cancun in 2010 confirmed that there was agreement to create a mechanism for
REDD+ and that this would have a form which was largely in line with Norway’s stance.

38) Prop. 1S (2016-2017) for the Ministry of Climate and Environment.
39) Prop. 115 S (2015-2016) Samtykke til ratifikasjon av Parisavalen av 12. desember 2015 under FNs rammekonvensjon om
klimaendringer av 9. mai 1992.
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Guidelines for REDD+ in the framework adopted by the parties to the United
Nations Framework Convention on Climate Change

REDD+ forest actions

The decisions that have been taken by the parties to the United Nations Framework
Convention on Climate Change concerning REDD+ open up the possibility of REDD+
encompassing five different forest actions: reducing greenhouse gas emissions from
deforestation, reducing greenhouse gas emissions from forest degradation, conserving
forests and the carbon which is stored in them, sustainable forest management, and
increasing carbon uptake in forests. The five forest actions are intended to cover the
forest situations in different countries. It is up to the developing countries to choose
which actions they wish to carry out as part of REDD+. However, in order to receive
results-based payments, the parties require the countries to include all significant
sources of emissions and take-up of greenhouse gas emissions from forests in their
REDD+ work.

A phased approach to implementing REDD+

According to the framework, REDD+ should be implemented in phases. The decisions
identify three phases, where phase 1 consists of the preparation of national strategies
or action plans, policies and initiatives, and starting the necessary capacity-building for
the measurement, reporting and verification of emission reductions from forests,
among other things. During phase 2, the policies must be implemented and results
achieved. During phase 3, the countries will then receive payment for any documented
and verified reductions in emissions.

National REDD+ strategy

According to the decisions made regarding REDD+, the developing countries must
establish a national strategy or action plan for REDD+. This strategy or plan should
outline the causes of deforestation and forest degradation and set out how
circumstances relating to land rights, forest management, equality and environmental
and social considerations will be handled in the work to reduce greenhouse gas
emissions from forests.

Measurement, reporting and verification of emission reductions

Payment for results presupposes that the countries establish a system for the
measurement, reporting and verification (MRV) of greenhouse gas emissions from
forests and submit reports concerning emission reductions achieved. Among other
things, the establishment of an MRV system entails the determination of a reference
level against which changes in greenhouse gas emissions or uptake in forests can be
measured. Furthermore, an MRV system entails the establishment of satellite
monitoring or other measures that provide relevant information concerning changes in
forest cover, and the availability of data on how much carbon can be stored or is
already stored in the forest concerned. The greenhouse gas emissions that follow from
changes in forest cover will then be calculated on the basis of this. It is a requirement
in the decisions that the developing countries establish a national or, at least initially, a
sub-national reference level for carbon dioxide emissions from forests.

The decisions afford the developing countries considerable flexibility in the formulation
of the MRV system. The systems can be adapted to national circumstances and
management history. It remains for experts to clarify a number of methodological
questions concerning how the carbon impact of different forest measures should be
determined. The decisions thus assume that the systems should be developed in
phases, so that data and methods can be updated as new data is acquired and
capacity in the REDD+ countries is increased. The expectation in return is that the
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REDD+ countries will facilitate transparency concerning data on emission reductions
and the methods that are used to calculate such reductions. The countries can choose
whether they wish to submit the MRV reports and the reference level for third party
verification. During verification, the methods and calculations which have been used as
a basis for the reported results are assessed.

Environmental and social considerations in REDD+

The REDD+ safeguards are principles for environmental and social considerations that

the countries must promote and support in the implementation of REDD+. The purpose

of the safeguards is to ensure that REDD+ has no negative consequences for local

communities and the environment. The United Nations Framework Convention on

Climate Change adopted the following seven safeguards for REDD+ in 2010:

+ REDD+ complements or is consistent with the objectives of national forest
programmes under relevant international conventions and agreements.

» Forest governance structures are transparent and effective, and in line with national
legislation and sovereignty.

+ REDD+ respects indigenous and local community knowledge and rights and
international declarations and national laws in the field.

+ REDD+ facilitates full stakeholder participation, particularly amongst indigenous
peoples and local communities.

+ REDD+ activities are consistent with conservation of natural forests and biological
diversity, and the sustainable utilisation of these resources.

+ REDD+ includes actions to address the risks of reversals.

+ REDD+ includes actions to reduce the risk of greenhouse gas emissions in one area
being replaced by increases in greenhouse gas emissions in other areas (carbon
leakage).

According to the framework, developing countries must prepare a summary of how the
safeguards are being complied with, and present this summary together with other
information relating to results. In connection with this, the countries must develop a
system for acquiring and processing information of relevance to the safeguards.

Results-based payments

Results-based payments are intended to help ensure that forest countries have a
financial incentive to implement REDD+ and achieve results. In order to receive
payments for emission reductions, it is a requirement that the developing countries
document reductions in carbon dioxide emissions from initiatives in forests. The
developing countries are also required to submit a summary setting out how the
country has handled the safeguarding mechanisms in its REDD+ work.

Financing of REDD+

The decisions made concerning REDD+ from the climate convention underline the
view that the financing of REDD+ should be new, adequate and predictable. The
parties are in agreement that the financing of REDD+ actions can come from many
different sources: public and private sector, bilateral or multilateral. The financing may
have either a market-based or a non market-based approach. A market-based
approach includes the trading of climate quotas. There is agreement that a market-
based mechanism may be developed, but this has so far not been done under the
climate convention. In a letter, the Ministry of Climate and Environment stresses that
the status of REDD+ financing is affected by the more general discussions concerning
climate financing taking place under the United Nations Framework Convention on
Climate Change and that the situation in this area is therefore not unique to REDD+.*°

40) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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At the climate summit in Paris in 2015 the parties to the United Nations Framework Convention on Climate
Change agreed on a new global climate agreement, the Paris Agreement. The Agreement promotes climate
initiatives relating to forests and the use of the REDD+ framework. Thereby, a key goal for Norway’s
International Climate and Forest Initiative was achieved. Photo: United Nations Framework Convention on
Climate Change

5.1.2 What are the key risk factors associated with the framework that has been
adopted for REDD+ under the climate convention?

A number of considerations have been the subject of differing stances during the
REDD+ negotiations under the climate convention. As a result, it has been claimed that
the decisions do not sufficiently delimit and clarify requirements regarding the
implementation of REDD+.*" In light of this, during the interview with the Ministry of
Climate and Environment, the audit team brought up what were pivotal issues for
Norway in the negotiations concerning REDD+, as well as cases where this inadequate
clarification in the decisions, and weaknesses in the implementation of the framework
represent a risk as regards the impact of REDD+.

Risk linked to predictable and adequate financing for REDD+

It is not clear how REDD+ is to be financed. The Ministry of Climate and Environment
believes that this represents the biggest remaining risk as regards REDD+ and the
impact of Norway’s International Climate and Forest Initiative. In letters to the Office of
the Auditor General, the United Kingdom and Germany also refer to the inadequate
financing of REDD+ as a key risk factor.

The financing of REDD+ is considered in a negotiating track which has looked at
climate financing generally. In an interview, the Ministry notes that clarification of the
principles for burden of proof and institutional solutions for climate financing have been
the subject of some political dispute, and that strong opinions have been expressed
regarding these issues by many parties. According to the Ministry of Climate and
Environment, the quota markets which cover REDD+ remain relevant, but do not
dominate the discussion in the same way as they did at the time the work relating to
REDD+ commenced back in 2008.

Unresolved questions linked to who can write-off the results of REDD+
According to the Ministry of Climate and Environment, it has so far not been
determined how the results of REDD+ are to be integrated into reports by countries to
the climate convention, and therefore whether donors to REDD+ will pay for emission
reductions which can be written off against national obligations under the Paris
Agreement.

41) The Consolidated Guide to the REDD+ Rules under the UNFCCC, Baker & McKenzie Law for Development Initiative,
November 2014.
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In connection with the negotiations concerning the Paris Agreement, it became clear
that all countries have a responsibility to contribute to the climate goals in accordance
with what is politically feasible within each country. This makes it relevant for the
developing countries to implement REDD+ as a national initiative, without the sale of
climate quotas. According to the Ministry, most REDD+-related initiatives which have
been notified to the climate convention are national initiatives rather than international
partnerships.

In a letter, the Ministry notes that it is considered to be positive that, under the Paris
Agreement, all countries must submit reports concerning national contributions to
reductions in greenhouse gas emissions. This gives countries with tropical forest an
incentive to reduce emissions from the forestry sector, over and above that concerning
international climate financing.*?

Risk linked to the geographic scope of REDD+

In the Overordnet virksomhetsplan (Overarching action plan) for 2017, the Ministry of
Climate and Environment refers to the risk relating to the geographic scope of the
REDD+ work. According to the Ministry, the risk linked to the financing of REDD+ also
represents a threat to REDD+ as a national or jurisdiction-based approach which
Norway has advocated in the negotiations.

During an interview, the Ministry of Climate and Environment expanded on this risk by
noting that some stakeholders want a project approach to REDD+ and continue to
argue for this approach in international forums. Provision has also been made for sales
of emission reductions from a project approach to REDD+ on the voluntary carbon
market. With a project approach, the impact on the climate of the conservation of forest
in one area could be offset by the logging of forest in another. If a project approach
were to be advocated in a number of forums, it would, in the opinion of the Ministry,
pose a threat to the climatic impact of REDD+, and represent a setback to the
agreement reached during the climate convention. However, in a letter, the Ministry of
Climate and Environment notes that the major bilateral and multinational partnerships
concerning REDD+ already assume the national or sub-national implementation of
REDD+.*

In the opinion of the Ministry of Climate and Environment, REDD+ entails and
presupposes a cross-national reform agenda. Experience gained from a project
approach during the decades leading up to REDD+ indicated that a national approach
to the issue of forest conservation and climate was necessary if the initiatives were to
have an impact outside a limited geographic area and period of time. The Ministry’s
experience suggests that changes and reforms at authority level are far more
challenging than a project approach. The authorities in the forest countries must be in
the driving seat, and the Ministry of Climate and Environment believes that donor
countries such as Norway have limited scope as regards what they can do to influence
progress.

Risk linked to the calculation of results

In an interview, the Ministry of Climate and Environment notes that the methods used
to calculate results are decisive in ensuring that payments are made for actual
reductions in deforestation and greenhouse gas emissions, rather than for maintaining
the status quo. The decisions made under the climate convention open up the potential
for a number of possible solutions as regards how emission reductions can be

42) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.

43) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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calculated and payments for results made. This has necessitated the Ministry’s
involvement in the preparation of the methodological framework for results-based
payments in forums which could finance REDD+ actions, in order to ensure that
environmental integrity is addressed. An example of this is discussed in more detail in
section 5.2.2. In a letter, the Ministry furthermore notes that it also considers the
framework that was adopted in 2017 for payments for emission reductions from
REDD+ by the Green Climate Fund to be sound from an environmental perspective.*

Risk linked to social and environmental safeguards

According to the Ministry, the requirements regarding the REDD+ safeguards at an
overarching level are in place in the decisions concerning REDD+ under the climate
convention, but it remains to implement them and establish good practice in the area.
In an interview, the Ministry of Climate and Environment notes that Norway was the
country that pushed hardest for social and environmental safeguards in REDD+.
However, the negotiations concerning safeguards have proved to be politically
challenging, and the Ministry acknowledges that Norway’s ambitions regarding
safeguards are higher than is reflected in the decisions made under the climate
convention to date. In a letter, the Ministry of Climate and Environment notes that
Norway’s ambitions regarding the international sustainable development agenda are
higher than it has so far been successful in advocating, which represents a general
challenge for the country.*

The Ministry notes that work was still underway in 2017 to get countries to submit
reports in line with the requirements of the climate convention dating from 2013
concerning documentation of compliance with the REDD+ safeguards. The guidelines
from the United Nations Framework Convention on Climate Change concerning
REDD+ safeguards must be followed by all countries which implement REDD+ under
the climate convention. Nevertheless, according to the Ministry, a number of REDD+
countries consider the requirements regarding social and environmental safeguards to
be involvement in national self-governance which should therefore fall outside the
scope of the climate convention. As a result of this, the requirements regarding
safeguards that were adopted during the climate convention have become very
general and can be covered through a relatively brief report to the climate convention.

A review of the documentation published on the climate convention’s Lima REDD+
Information Hub, which is intended to facilitate transparency over results-based
payments and results achieved through REDD+, confirms the Ministry’s statements
during the interview. As of November 2017, three countries - Brazil, Ecuador and
Malaysia - have submitted reports to the climate convention concerning progress and
results under REDD+. As noted in section 6.5.1, Brazil has only submitted reports
concerning compliance with the REDD+ safeguards for the period 2006—2010.

The Ministry of Climate and Environment notes that the United Nations and the World
Bank have their own social and environmental safeguards, which have been
developed over a long period of time and which Norway considers to be good.
According to the Ministry, the multilateral actors’ systems and requirements therefore
represent a good solution to addressing the safeguards for the implementation of
REDD+ in the short term. In a letter, the Ministry notes that it is a general requirement
for all recipients of funding from Norway’s International Climate and Forest Initiative to

44) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.

45) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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have safeguard mechanisms in place.*® See also section 6.5.1 for more on REDD+
safeguards in the Amazon Fund which receives Norwegian payments to Brazil.

5.2 What has been achieved as regards goal 2 of the initiative concerning
cost-effective, early and measurable emission reductions?

5.2.1 What has been achieved as regards goal 2 through bilateral cooperation?
Norway’s International Climate and Forest Initiative has entered into 11 bilateral
partnerships concerning REDD+; see Figure 2.

Figure 2 Agreement period and payments as of December 2016 for bilateral partnerships entered

into by Norway’s International Climate and Forest | e; amounts in NOK million

| | | Of which
Paid out payments for
‘2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 by Norway ' reducing emissions

Brazil 7439,1 7246,2
Tanzania 360,5
Guyana 1056,7 977 ,4*
Indonesia 1121,9
Mexico 116,4
Vietnam 152,6
Ethiopia 252,6
Peru 142,7
Liberia 171,4
Ecuador 8,5
Colombia 133,5 105,4

* Of this, NOK 589.4 miillion is placed in a blocked account and is reserved for the development of clean and renewable energy sources,
including the Amaila Falls hydropower station.
Source: Ministry of Climate and Environment (agreement periods) and Norwegian Aid Statistics (payments).

For eight of the bilateral partnerships, the agreements assume that payments will be
made for emission reductions from Norway. For the other three (Tanzania, Vietnam and
Mexico), the partnership has exclusively concentrated on provision for emission
reductions and systems for the measurement, reporting and verification of results.

In a letter, the Ministry of Climate and Environment notes that all the partner countries,
with the exception of Brazil, have received payments for results achieved during
phases 1 and 2 of REDD+, i.e. provision for phase 3 and payment for documented and
verified emission reductions from forests.*’

Norway has paid three partner countries for emission reductions

Norway has made payments for emission reductions achieved from forests in a total of
three countries: Brazil, Guyana and Colombia. Of the total of NOK 8.3 billion paid for
emission reductions as of 31 December 2016, 87 percent was paid for results in Brazil.
Guyana has received NOK 977.4 million in payments for carbon sequestration in
forests since 2009, while Colombia received its first payment for emission reductions in
2016 - NOK 105.4 million - for reductions achieved in 2013/2014.

46) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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In December 2007, then Prime Minister Jens Stoltenberg announced that Norway would take a leading role in
the work under the United Nations Framework Convention on Climate Change to test measures to reduce
greenhouse gas emissions from the logging of tropical rainforests. Brazil was one country which had shown
that a high rate of deforestation and associated CO2 emissions could be reduced through political initiatives.
Photo: Ministry of Climate and Environment

Brazil

Brazil has received the full amount that was anticipated as payment for results during
the first period of the bilateral partnership, i.e. 2008-2015. Brazil was able to document
emission reductions from reduced deforestation at the time of signing the agreement in
2008 and therefore went straight to phase 3 of REDD+. Throughout the entire period of
the bilateral partnership with Norway, Brazil has been able to present deforestation
figures for the Brazilian part of the Amazon which are below the reference level for
Brazil - see also section 6.2.1. The reference level is used to assess whether the
country has qualified for results-based payments. The embassy in Brazil, which has
administrative responsibility for the partnership, stresses that much had already been
done to pave the way for the implementation of measures on deforestation in Brazil by
the time the bilateral partnership began — see also section 6.1.

Brazil is highlighted by the Ministry of Climate and Environment as a country which has
succeeded in adopting a simplified approach to REDD+ as an initial step. The methodology
for calculating emission reductions and results-based payments has proven to be
effective and feasible. At the same time, the Ministry notes that Brazil is an exception in
this regard. For various reasons, other bilateral and multilateral partnerships have
proven to be more complicated.

It is the national deforestation figures for the Brazilian part of the Amazon that are used
as a basis for determining the results-based payments from Norway. Forests elsewhere
in Brazil are not included. The agreement between Norwegian and Brazilian authorities
dating from 2008 on the partnership relating to deforestation is based around Brazil
working to develop measurement and reporting systems for deforestation at national
level, which also cover forest degradation. These systems have not yet been
completed as of 2017 — see also section 6.4.1.
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The Ministry of Climate and Environment’s decision memo concerning payments to the
Amazon Fund for 2015 and 2016 does not include an assessment of Brazil's
compliance with the REDD+ safeguards in the calculation of Norway’s payments for
results. This is also not a requirement under the agreements concerning the bilateral
partnership. In a letter, the Ministry of Climate and Environment states that in the
decision memo for 2017 it refers to the Amazon Fund’s safeguard mechanisms.*®

In an interview, the Ministry of Climate and Environment notes that the REDD+
safeguards are politically sensitive in the partner countries and that the Ministry
therefore deals with issues such as pressure on the rights of indigenous peoples in
Brazil in informal discussions behind closed doors. The Amazon Fund’s follow-up and
dissemination of information concerning the safeguards is one of the topics followed up
in the annual meeting between Norway and the Brazilian Development Bank which
manages the fund. Norway has asked for greater transparency and information from
the Amazon Fund concerning the safeguards. The Ministry considers the situation
regarding the rights of indigenous peoples in Brazil to be serious. However,
considerable progress has been made in Brazil. The Ministry believes that the central
question regarding the REDD+ safeguards is whether the initiatives aimed at
preventing deforestation have harmed or benefited indigenous peoples. If the answer
to this question is that the initiatives have not had any negative effects for indigenous
peoples, the Ministry believes that the payments should continue.

The embassy notes that Brazil’s reduction in deforestation is worth considerably more
than the funds which come from Norway. The magnitude of the payments therefore
gives a political signal in the first instance. According to the embassy, the goal of
reducing deforestation in Brazil is a challenging one, because it presupposes a political
process in a large country with a federal structure and the involvement of many
stakeholders. Political dialogue is identified as being important in this work, whilst at
the same time the embassy believes there are clear limitations as regards what
Norway can and should do.

According to the interview with the embassy, the biggest risk associated with Norway’s
International Climate and Forest Initiative in Brazil is that national authorities lose
interest and motivation and therefore deprioritise REDD+. Brazil has the competence
and capacity to carry out initiatives aimed at combating deforestation. Nevertheless,
the low political prioritisation of REDD+ is a risk that can increase as deforestation is
reduced and further measures become more challenging to implement. The embassy
has therefore focused its attention on the political prioritisation of REDD+ with the
Brazilian authorities, based on the level of prioritisation indicated by political decisions
and efforts. The risk of reduced political prioritisation of REDD+ is also referred to in
the reports submitted by the embassy to the Ministry of Climate and Environment and
in decision memos concerning payments to Brazil. In a letter, the Ministry of Climate
and Environment notes that the Ministry shares the embassy’s views and that the
aforementioned considerations are communicated in St. prp. nr. 1 (2008—2009)
amongst others.

Guyana

Results-based payments to Guyana were suspended following the election of a new
government in Guyana in 2015 and had so far not been resumed by August 2017. The
payments were suspended pending clarification as to whether the new government
would continue the work relating to REDD+ and the country’s green growth strategy. It
is apparent from the Ministry of Climate and Environment’s country strategy for Guyana

48) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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from 2016 that Norway’s International Climate and Forest Initiative has paid Guyana
for results achieved during the period 2009-2012.

At the time of signing of the agreement, Guyana had a high level of forest cover and
low deforestation, and the country was receiving payments under the bilateral REDD+
partnership with Norway in order to keep the deforestation figures low; see the
agreement between the Norwegian and Guyanese authorities from 2009 and
associated appendices. Guyana therefore went straight to phase 3 upon entering into
the bilateral partnership in 2009. In its country strategy for Guyana dating from
December 2016, the Ministry of Climate and Environment states that Guyana had
fulfilled the indicators concerning low deforestation rates every year, even though
deforestation had increased somewhat during the term of the partnership. In a letter,
the Ministry notes that the deforestation figures for 2017 were nevertheless the lowest
since the bilateral partnership began.

The calculations of the results-based payments to Guyana from Norway combine an
assessment of the trend in the rate of deforestation, indicators of forest degradation,
and provision for an increase in carbon sequestration in forests. An assessment is also
made of indicators of good management practice and inclusive decision-making
processes, which are integrated in the safeguarding mechanisms for REDD+. The
calculation method is explained in the agreement on the partnership from 2009 and
associated appendices.

Under the partnership agreement, the results-based payments must be invested in the
implementation of the country’s green growth strategy. Of the Norwegian payments,
NOK 388 million has been transferred to the national REDD+ fund. In the country
strategy for Guyana dating from December 2016, the Ministry states that around half of
these funds had been paid for approved projects in Guyana. In a letter from February
2018, the Ministry notes that the proportion of funds remaining unused in the GRIF
fund had fallen to around NOK 24 million by the end of 2017. Another NOK 590 million
had been placed in a blocked account, reserved for support for clean energy and the
construction of a hydropower station which will give Guyana access to clean energy by
2025. This construction project has been controversial, even from an environmental
perspective, and has been delayed as a result of lack of capital.

In its country strategy for the partnership from December 2016, the Ministry of Climate
and Environment notes that Guyana has not fulfilled the indicators regarding good
governance for 2014-2015. This is partly because Guyana’s legislation concerning
indigenous peoples has been criticised for breaching international obligations. Whilst
the memo refers to cause for cautious optimism concerning political development,
including with regard to indigenous peoples, it should be noted that Guyana’s
implementation capacity represents a substantial risk for REDD+.

In an interview, the Ministry notes that it is particularly challenging to deal with partner
countries where goals are not being attained as a result of the political situation. The
partner countries of Norway’s International Climate and Forest Initiative are largely
democracies where changes in political leadership occur which can impact on the
desire to take part in collaboration projects and prioritise REDD+. A review of the 2017
reports from the special envoys of Norway’s International Climate and Forest Initiative
shows that uncertainty concerning, and the consequences of, the low political
prioritisation of REDD+ is a recurring theme in a number of the partnerships. In a letter,
the Ministry states that low or reduced political prioritisation of REDD+ in partner
countries has been a known risk since the beginning of Norway’s International Climate
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and Forest Initiative, and that the Storting has been made aware of this risk since the
initiative was launched.*®

According to the Ministry, Norway’s International Climate and Forest Initiative’s options
in the event of lack of political prioritisation are largely limited to awaiting the situation
and Norwegian payments, and cautiously supporting those who wish to see the work to
combat deforestation continue to be given a high priority. Based on the Ministry’s
assessment, it would be largely counter-productive for Norway and other countries to
adopt a tough approach towards the partner countries. Instead, Norway is attempting
to “push cautiously”, particularly in internal discussions, for example in agricultural
policy, in order to contribute to developing in the right direction. The only real means of
exerting the power that Norway has with regard to lack of progress is to withhold
payments. This will not help progress, but it will reduce the risk that Norway takes
through Norway’s International Climate and Forest Initiative, according to the Ministry.

In letters, the German and British authorities refer to political prioritisation and
implementation capacity in REDD+ countries as pivotal risk factors and experience
gained through the REDD+ work generally. Changing political priorities have been
proven to lead to delays or undermine previous results. This entails a risk for the donor
countries as regards lack of progress and the results from the money that is being
invested. With regard to this, the British authorities also note that the idea of REDD+
as an instrument for bringing about rapid and cost-effective emission reductions has to
some extent proven to be erroneous. Instead, REDD+ has been shown to be a
complex process which presupposes political prioritisation, specialist expertise and
implementation capacity in the countries concerned in order to achieve results. The
complexity is also noted by the German authorities as a factor which is contributing to
vulnerability with regard to progress, in the sense that donor countries and international
financing are just one of many components that must be in place.

Colombia

Following a period of reduction in the deforestation figures over several years, the
numbers in Columbia have begun to rise again. In 2017, the embassy in Colombia
reported the provisional deforestation figures for 2016. These figures showed a growth
in deforestation, with an increase of 44 percent in deforestation from 2015 to 2016. The
report from the special envoy notes that, although a high proportion of the deforestation
has occurred in the Colombian part of the Amazon, this was to be expected because
the peace process in the country had led to the creation of a power vacuum in areas
which were formerly controlled by the FARC guerillas. This was an anticipated situation
which the authorities in Colombia were expecting to lead to an increase in pressure on
the forest during a transitional period. Measures were initiated in order to deal with this.
The bilateral partnerships with Colombia, Brazil, Peru and Ecuador are all intended to
protect the forests in the Amazon which lie within the national borders of all four
countries.

Colombia had not submitted reports concerning compliance with the safeguarding
mechanisms at the time of Norway'’s first payment for results in 2016. It is stated in
Prop. 1 S (2017-2018) that Colombia has come a long way in fulfilling its reporting
obligations concerning the safeguarding mechanisms.

Delays in payments for emission reductions in five partner countries

Payments for emission reductions have not yet begun and have been delayed in five
partner countries: Indonesia, Ethiopia, Ecuador, Peru and Liberia. Whilst Indonesia is

49) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
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scheduled to receive payments for emission reductions from 2014 onwards, Ethiopia
was, according to the agreement, expected to receive payments for emission
reductions from 2016. Peru was scheduled to receive payments for emission
reductions commencing in 2017. The Ministry of Climate and Environment states that
the first payments for emission reductions to Peru are expected to take place in
2018/2019. The partnership with Ecuador, which is scheduled to receive payments for
emission reductions from 2015, has not yet been initiated because of delays in signing
the agreement between Ecuador and Germany. According to a letter written by the
Ministry, the deforestation figures for Ecuador during the period 2013—-2015 showed a
decrease which qualifies the country to receive payments for reductions in greenhouse
gas emissions. However, the agreement with Ecuador is based on Norway and
Germany making joint payments for actual emission reductions.

Figures from the Ministry of Climate and Environment concerning payments made
under the bilateral partnerships show that the discrepancy between planned and actual
payments is greatest for Norway’s International Climate and Forest Initiative’s
partnership with Indonesia. According to the agreement for 2010-2016, Indonesia was
to have received payment for emission reductions achieved from 2014 onwards. Due
to delays and lack of results, Norway has however only paid out funds for phase 1 and
phase 2 in Indonesia. In total, 16 percent of the anticipated funds for the partnership
with Indonesia had been paid out by the end of 2016.

In an interview, the Ministry of Climate and Environment notes that experience has
shown that implementing the bilateral partnerships takes longer than the partner
countries were able to predict or commit to in writing at the time the agreements were
established. According to the Ministry, this was also one of the risks that were
communicated to the Storting at the start of the initiative. The risk of delays in the
bilateral partnerships was also highlighted in the Ministry of Climate and Environment’s
overarching action plan for 2016 and 2017.

Status of the remainder three bilateral partner countries

Three bilateral partnerships either have been or are in the process of being concluded.
This applies to the partnerships with Tanzania, Vietham and Mexico. As regards the
partnerships with Tanzania and Vietnam, both of which received support for provision
for REDD+, the progress made was not as expected. Reports from the embassies refer
to a low level of political ownership of REDD+ in the countries concerned as being one
factor behind the lack of results. The partnership with Mexico was limited to support for
the development of measurement, reporting and verification methods for greenhouse
gas emissions from forests.

5.2.2 What has been achieved as regards goal 2 through contributions to
multilateral funds and programmes?

Multilateral funds and programmes help countries during the preparatory phases of
REDD+, i.e. phases 1 and 2. Over time, multilateral institutions have also gained a role
in payments for results achieved during phase 3 of REDD+. See also section 4.3.4 for
more information concerning the multilateral actors in REDD+.

What are the results of multilateral funds and programmes as contributors to
phase 1 and phase 2 of REDD+?

More countries than there are funds for

Data from the multilateral funds and programmes supported by Norway’s International
Climate and Forest Initiative shows that funds and programmes have established links
with many countries which want to receive support for REDD+ actions. The UN REDD
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Programme and FCPF Readiness Fund have the most partner countries, 64 and 45
respectively. In an interview, the Ministry notes that it was a conscious strategy to
include as many countries as possible in the multilateral funds and programmes in
order to demonstrate that there is interest in REDD+ amongst the developing
countries. This was considered to be important for the progress being made in the
negotiations on REDD+ under the climate convention and the inclusion of REDD+ in a
new climate agreement.

According to the Ministry, it was nevertheless understood that carrying out the work
relating to REDD+ in all these countries would require considerably more finance, and
that it would have to be expected that some countries would drop out for economic
and/or political reasons. It has been scientifically demonstrated by the United Nations
expert panel that all tropical countries should be involved in REDD+ in order to achieve
the desired impact on the climate. The Ministry of Climate and Environment thus
believes that the principal problem is not over-participation in the multilateral funds and
programmes, but insufficient money to finance REDD+. At the same time, the Ministry
believes that the investments made in these countries contributed to a lot of excellent
technical work.*

In a letter, the Ministry of Climate and Environment adds that it was a conscious
strategy to work multilaterally because Norway does not have sufficient capacity to
work bilaterally in all important countries. In this regard, Norway’s International Climate
and Forest Initiative is following the same strategy as for Norwegian aid in general. As
a basis for this strategy, there was a desire to get all relevant countries underway with
REDD+, albeit with a less than ideal level of support. Amongst other things, this would
help to ensure that countries would be ready to scale up their REDD+ work if more
funds for results-based payments were to become available, and also reduce the risk
of carbon leakage between countries.

Challenges linked to progress

Figures from the FCPF Readiness Fund show that, as of June 2017, 9 out of 45
partner countries had reported to the fund that they had completed the initial work
relating to REDD+. The point at which these countries actually began to implement
phase 1 varies. The overview shows that 14 countries began the implementation in
2013 or earlier. The independent evaluation of FCPF from 2016 indicates that there
has been a considerably lower payment rate from the FCPF Readiness Fund than is
indicated by the number of agreements.

In a letter, the Ministry of Foreign Affairs notes that the independent evaluation of
FCPF from 2016 refers to a number of factors as the reasons behind the low level of
payments. Amongst these is a lack of understanding on the part of the countries
concerning the procedures and framework of the various multilateral organisations, a
lack of clarity regarding which standards are to be applied, uncertainty concerning the
future financing of emissions programmes, inadequate systems at national level, a lack
of trust between the parties and a technically challenging methodological framework.
According to the Ministry, the evaluation concludes that, despite this, FCPF has still
been an effective instrument for initiating national REDD+ processes and has
generated information and experience which will be useful in the future work relating to
REDD+.*'

50) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018. The next section is also based on this source.

51) Ministry of Foreign Affairs (2018) Kommentarer fra Utenriksdepartementet til Riksrevisjonens undersgkelse av den norske
klima- og skogsatsingen, 9 February 2018.
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According to the Ministry of Climate and Environment, the results of the work of the
multilateral stakeholders relating to phases 1 and 2 of REDD+ are complex. In an
interview, the Ministry noted that the multilateral stakeholders, the FCPF Readiness
Fund, the UN REDD Programme and FIP, have not been particularly effective in
contributing to changes in national policy in their work. According to the Ministry, the
experience underlines the importance of a substantial element of national ownership in
order to reap the benefits of the multilateral stakeholders’ contributions and achieve
results in REDD+. The countries’ interest in implementing REDD+ may be motivated by
considerations other than forest conservation and climate. Maintaining the level of
interest and progress in the work thus represents a challenge.

It is the Ministry’s opinion that Norway has been more successful in its bilateral work
than through the multilateral programmes, sometimes in the form of a combination of
bilateral, multilateral and multi-/bi-support. Apart from the initiative by the FCPF Carbon
Fund, Norway’s International Climate and Forest Initiative has as a result switched
from investing a lot of funding and resources in multilateral initiatives to targeting
resources on the efforts of multilateral institutions in individual countries with which
Norway has also entered into bilateral declarations of intent.

In a letter, the Ministry notes that it is many years since the Ministry committed more
funds to the FCPF Carbon Fund. The Ministry believes that the fund must present
results in the form of more purchase agreements and verified emission reductions
which trigger payments under the agreements before Norway can allocate more
money to it.** See also section 4.3.4.

Challenges linked to coordination between stakeholders

Data from the multilateral funds and programmes indicates a high degree of overlap as
regards which countries the funds and programmes operate in. Forty two countries
collaborate with more than one of the multilateral REDD+ funds and programmes. An
overview from the FCPF Readiness Fund shows that a total of 16 countries collaborate
with FIP, the UN REDD Programme and the FCPF Readiness Fund concerning
REDD+. Two of these are also trialling the BioCarbon Fund'’s ISFL. FIP increased the
number of partner countries from 8 to 23 in 2015.

A number of stakeholders interviewed during the audit, such as representatives of the
United Kingdom Department for International Development (DFID) and the World Bank
in Ethiopia, referred to challenges linked to coordinating the efforts of the multilateral
funds and programmes. Amongst the challenges that were noted was a lack of
coordination at country level and cases of overlap in the authorities’ enquiries
concerning aid from the multilateral stakeholders. The challenges constitute a risk of
overlap in the efforts of the multilateral funds and programmes.

In an interview, the Ministry noted that, although Norway has sought to tackle issues
relating to coordination in its dialogue with the multilateral funds and programmes and
the authorities in the partner countries, this has proved to be challenging. It is up to the
authorities in the partner countries to establish contact with the multilateral funds and
programmes. It will then primarily be an internal matter for these countries to
coordinate communications from the various parts of the public administration.

A further challenge relating to the coordination and use of multilateral institutions is that

the approaches adopted by the various multilateral institutions to REDD+ are
influenced by the political priorities of the donor countries in their approach to forests.

52) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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In an interview, the Ministry noted that the degree of breakthrough that Norway and its
Climate and Forest Initiative has achieved for its stance regarding the organisation of
REDD+ varies between the funds and programmes. Whilst the Ministry of Climate and
Environment believes that it has achieved a lot in the FCPF Carbon Fund,
developments within FIP have taken on a different direction than Norway would like to
see. According to the Ministry, the organisation of FIP reflects an approach to forest
conservation for which the USA has been a key proponent. The economic exploitation
of forests and the development aspect has been given a more important role within FIP
than the Ministry considers to be either appropriate or in line with the decisions that
were taken concerning REDD+ during the climate convention. The Ministry believes
that the design document for the fund supports the notion that FIP should have been
more integrated in the rest of the REDD+ architecture and had a clearer results-based
focus®.

What are the results of multilateral funds and programmes as contributors to
phase 3 of REDD+?

As of 2017, no payments have been made for emission reductions from REDD+
through multilateral funds and programmes. However, a number of multilateral
institutions will be organised so that they can handle such payments in the future.

In an interview, the Ministry states that it has been a priority for Norway’s International
Climate and Forest Initiative to contribute to the establishment of a set of regulations
for results-based payments in the multilateral funds and programmes, so that when
they are eventually paid out, results-based payments are made on the correct basis
and not politicised. In connection with this, the Ministry notes that it considers the
methodological framework that has been developed for results-based payments in the
FCPF Carbon Fund in the World Bank to be a success. The framework contributes to
the detailing and tightening of the principles that are established in the decisions taken
concerning REDD+ in the United Nations’ climate negotiations, in a direction which
Norway considers to be sound from an environmental perspective. The Ministry is
working to ensure that other funds adopt this methodological framework.

The methodological framework for results-based payments in the FCPF Carbon Fund
was considered by many stakeholders to be too strict during the preparatory
processes. The lack of agreement between stakeholders over whether or not the
framework is too strict in relation to the guidelines laid down in the decisions made
during the climate convention was also noted in the independent evaluation of FCPF
from 2016. In an interview, the Ministry of Climate and Environment notes that they
consider the number of countries (19 as of March 2017) which have applied for a
contract with the fund to be an indication that results-based payments are seen as
attractive, despite the strict requirements regarding results and reporting. However,
many countries will have to invest in competence and capacity before they can deliver
in accordance with the requirements. According to the Ministry, the acid test of whether
the methodological framework can be implemented will not come until countries are
ready to report changes in emissions from deforestation and forest degradation. At
present, this lies some way into the future and assumes that the countries will first
succeed in implementing measures which reduce emissions from forests.

53) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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6 What are the experiences and results of REDD+ in
Brazil and Ethiopia?

6.1 What was the situation in Ethiopia and Brazil at the time REDD+ was
launched?

Around 30 percent of the world’s remaining rainforest is located in Brazil, according to
the Ministry of Climate and Environment’s status report for Norway’s International
Climate and Forest Initiative for 2015. The Brazilian part of the Amazon covers an area
of around 4 million square kilometres and accounts for around half of the country’s
territory.* When REDD+ was introduced in Brazil in 2008, deforestation in the Amazon
was high on the political agenda in the country and initiatives had been instigated to
reduce the rate of deforestation. These initiatives had helped to reverse the record rate
of deforestation in the Amazon in 2004, when deforestation reached a peak of

27,772 square kilometres. Brazil went straight to phase 3 of REDD+ and to receiving
payments for results. The clearance of forests for cattle farming and soya production
have been important factors behind the deforestation taking place in the Amazon,
alongside illegal logging and the establishment of new settlements, according to the
research report The context of REDD+ in Brazil (2016) published by the Center for
International Forestry Research (CIFOR).

In 2004, the Brazilian authorities launched an action plan to combat and prevent
deforestation in the Amazon. The plan is regularly updated and is also pivotal to the
current REDD+ work. A corresponding action plan for the country’s next largest
forested area, the Cerrado, was first presented in 2010. Reduced deforestation is also
a key goal in Brazil's national climate plan dating from 2009, which aims to reduce
deforestation in all biomes in the country.*® A biome is a type of ecosystem which is
determined by climatic factors such as temperature, precipitation and height above sea
level. The Amazon belongs to the ‘tropical rainforest’ biome, which is the oldest and
most species-rich biome. The Cerrado belongs to the ‘savannah’ biome.

In contrast to Brazil, Ethiopia has little remaining forest and the REDD+ initiatives in
the country therefore largely cover areas of forestation and the development of
sustainable forest management, in addition to the conservation of the remaining
natural forest. The key factor behind the deforestation is the clearance of forests for
agricultural purposes and for firewood, coal production and construction materials,
according to Kilawe and Habimana (2016).

Ethiopia entered into a bilateral partnership concerning REDD+ with Norway in 2013.
At the time, the country was the first in Africa to have a green growth strategy. This
strategy is very ambitious and is intended to enable the country to transform itself from
a low-income country into a medium-income country by 2025, without any net growth
in greenhouse gas emissions. The plan has a holistic landscape approach where
forests, agriculture and power generation, in addition to the transport, industry and
construction sectors, are viewed in context. Emission reductions from forests and
increased uptake through forestation are intended to compensate for 50 percent of the
growth in greenhouse gas emissions from other sectors. REDD+ is the most important
initiative for achieving this goal.

54) Brazilian Forests at a glance, Brazilian Forest Service, 2013.
55) Brazilian Forests at a glance, Brazilian Forest Service, 2013.
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An account is presented below of the results that Brazil and Ethiopia have achieved
since REDD+ was introduced and the challenges that the countries are facing in the
implementation of REDD+.

6.2 What results have been achieved since REDD+ was introduced in the
countries?

6.2.1 Results achieved in Brazil

Norway’s partnership with Brazil is based on a bilateral agreement dating from
September 2008 concerning results-based payments to the Amazon Fund. The
Brazilian government set up the Amazon Fund to receive payments for reductions in
deforestation. The Amazon Fund is administered by the Brazilian Development Bank
(BNDES) in close collaboration with the Brazilian Ministry of the Environment. A
steering committee prepares guidelines and follows up the results of the fund. A panel
of experts has also been set up which confirms the emission figures based on the
deforestation in the Amazon.*® The figures for deforestation form the basis for
calculating the results-based payments from Norway and others; see Fact box 1.

Fact box 1 Calculation of Norway’s results-based payments to Brazil

The Norwegian contribution to the Amazon Fund in any particular year is paid out for results
which have been achieved in the form of reduced deforestation during the previous year. A
forest year in Brazil runs from 1 August to 31 July, which means that the 2017 forest year
ended on 31 July 2017. Brazil normally presents its deforestation figures for the forest year in
November/December of the same year. The figures are confirmed or adjusted during the
spring of the following year, before the Norwegian payment is determined during the following
autumn.

The change in deforestation is calculated by comparing the deforestation rate for a particular
year against the average rate of deforestation over a ten-year period, the reference level. The
reduction in emissions resulting from any reduction in deforestation is calculated on the basis
of a conservative estimate of the amount of carbon stored in the forest. A conservative
estimate is used as a basis for reducing the risk linked to imprecise methods for calculating
the amount of carbon contained in the forest.

It is the Ministry of the Environment in Brazil that presents figures for estimates of annual
emission reductions based on figures for deforestation in the Amazon. An expert panel
confirms the estimates by checking that the methods used to determine the size of the
deforested areas are consistent over time and that the estimated carbon mass per unit of
forest represents an uncontroversial minimum.

Source: The Ministry of Climate and Environment and the project document for the Amazon Fund (2013).

Trends in deforestation

During the climate summit in Copenhagen in 2009, Brazil launched a goal of reducing
deforestation in the Amazon by 80 percent by 2020 compared with the mean annual
deforestation during the period 1996—-2005.%" In order to achieve this goal,

56) Amazon Fund. Project document, February 2013.
57) The Ministry of Climate and Environment’s website: https://www.regjeringen.no/no/tema/klima-og-miljo/klima/klima--og-
skogsatsingen/kos-innsikt/brasil1/id734166/. Accessed on 30.10.2017.
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deforestation in the Amazon must be below 3925 square kilometres in 2020. The
country also aims to eliminate illegal deforestation by 2030%.

Under the bilateral partnership agreement between Norway and Brazil, Brazil is
qualified to receive payment for reductions in greenhouse gas emissions from forests if
the deforestation in the Amazon over a period of one year is below the average for
deforestation over a ten-year period (the reference level). In the agreement between
Brazil and Norway, the reference level is adjusted every five years. This means that the
reference level is adjusted downwards over time if deforestation decreases and that it
will gradually become more challenging for Brazil to achieve results for which Norway
will make payments. As a result of this, the reference level for payments from 2016
onwards was adjusted downwards by approx. 51 percent from 16,531 square
kilometres to 8141 square kilometres.* Figure 3 shows the deforestation in the
Amazon during the period 2004—-2017.

Figure 3 Deforestation in the Brazilian part of the Amazon 2004-2017 (km?)
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Source: National Institute for Space Research, Brazil

The figure shows that Brazil had achieved a strong reduction in deforestation by the
time Norway entered into the bilateral REDD+ partnership with Brazil in 2008.
Deforestation was more than halved during the period 2004—2008. The reduction in
deforestation continued during the first year of the partnership with Norway, but
decreased after 2009. The deforestation figures show that deforestation has stabilised
during the period covered by the bilateral partnership, with some fluctuation from year
to year. Deforestation in the Amazon decreased during the period 2009-2012, i.e. the
first years after Norway entered into the bilateral agreement with Brazil. Since 2012,
deforestation has gone both up and down. The figures for the period 2014—2016 thus
show a growth in deforestation of 59 percent, before decreasing again by 17 percent
from 2016 to 2017.

In an interview, the Ministry of Climate and Environment stated that the reduction in
deforestation in Brazil remains impressive from a comparative perspective. No other

58) Federative Republic of Brazil (2015) Intended Nationally Determined Contribution Towards achieving the objective of the
United Nations Framework Convention on climate change.

59) The Ministry of Climate and Environment’s website: https://www.regjeringen.no/no/aktuelt/skogutbetaling-brasil-2017/
id2581396/. Accessed on 20.02.2018.
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forest country has achieved a comparable reduction. The absolute deforestation
figures for Brazil are high compared with other countries, but expressed as a
percentage of the forest area in the Brazilian Amazon, deforestation is low from a
global perspective. According to the Ministry, this does not mean that further reduction
is not important. Given that Brazil has one third of the remaining rainforest on a global
basis, the Ministry believes that initiatives in Brazil are vital.

Enforcement initiatives to combat illegal logging, such as the confiscation of
equipment, fines and prosecution, have been important for reducing deforestation in
the Amazon; see the research report The context of REDD+ in Brazil (2016). However,
it has proved difficult to get below an annual deforestation of 5000-6000 square
kilometres. In an interview, the Ministry of the Environment in Brazil noted that new
initiatives must be instigated in order to achieve further reductions in deforestation, and
that this has been given a high priority in the updated version of the action plan to
combat deforestation in the Amazon, which was presented at the end of 2016. The
Ministry of Climate and Environment notes in a letter that, in the 2016 plan, the
Brazilian authorities mention financial instruments in the action plan for the first time.*°

In addition to the challenges of illegal logging, deforestation occurs as a result of legal
logging. In an interview, the Ministry of Climate and Environment notes that reducing
legal deforestation is one of the biggest remaining challenges in Brazil. The declaration
of intent between Brazil and Norway from 2015 emphasises the need to establish
incentives to reduce legal logging by private stakeholders. The Ministry also states in
an interview that initiatives to reduce legal logging mobilise strong financial interests,
such as the Brazilian agricultural lobby, which makes reducing legal logging politically
challenging. The Ministry of the Environment in Brazil notes in an interview that the
lack of structural, positive incentives to reduce deforestation represents the country’s
weakest link. According to the Ministry of the Environment, few initiatives with positive
incentives have so far been implemented.

The Cerrado biome is also experiencing an increase in deforestation. The Cerrado
accounts for around 22 percent of Brazil’s land area and has a rich biodiversity. The
region is the world’s largest exporter of soya beans, and the clearance of forests to
make way for cattle farming and soya production has been identified as one of the key
factors behind this increase in deforestation; see The context of REDD+ in Brazil
(2016). According to the research report, greenhouse gas emissions from deforestation
and changes in land use in the Cerrado are at the same level as greenhouse gas
emissions in the Amazon biome. In a letter, the Ministry of Climate and Environment
notes that the level of emissions in the Cerrado cannot be compared with that in the
Amazon since this has been sharply reduced.®’

Geographic scope of REDD+

Norway’s results-based payments to Brazil have been concentrated on the Amazon
biome. Forests in other parts of the country have so far not been covered by the
calculation of results and payments from Norway. According to the 2008 agreement
and the declaration of intent between Brazil and Norway from 2015, Brazil's reference
level must be expanded to cover the entire country. In 2017, a reference level for the
Cerrado biome was sent to the climate convention. In an interview, the Ministry of
Climate and Environment stated that the expansion of REDD+ to cover the Cerrado
biome is pivotal to the work to combat carbon leakage nationally, i.e. where the

60) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.

61) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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stopping of logging in one place results in an increase in logging elsewhere. Figure 4
shows the subdivision of Brazil’s territory into biomes.

Figure 4 Map of biomes in Brazil

W Amaronas
Cerrado

1 Caatinga
| Mata atlintica
B Pantanal

Pamipa

B M0 40 kw

Source: Office of the Auditor General/ResearchGate

In an interview, the British embassy in Brazil noted that the attention being given to
the Amazon has been at the expense of the Cerrado. It is easier to mobilise resources
in the Amazon, where the results become apparent more quickly and attract more
attention. The National Institute for Space Research, Brazil (INPE) obtains the data
used to calculate annual deforestation rates. The Ministry of the Environment has
developed a strategy for monitoring deforestation in four other biomes: Cerrado,
Caatinga, Mata Atlantica and Pampas. The Amazon Fund has awarded support to
implement the strategy. For administrative reasons, the strategy had still not been
implemented as of the end of 2016. In an interview, the Brazilian environment agency
(IBAMA) notes that the agency monitored deforestation in all biomes in Brazil during
the period 2008-2011. However, this monitoring was stopped because the Amazon
was given priority. The Forest Investment Program (FIP) is working with INPE, the
Brazilian Forest Service and others to collect and utilise information concerning the
forest cover in the Cerrado. In an interview, the FIP noted that the programme had
opted to concentrate on the Cerrado based on an assessment that the biome had
attracted little attention compared with the Amazon.

Approximately 60 percent of the Amazon biome is situated in Brazil. The biome spans
a total of nine countries. There is therefore a need to manage carbon leakage between
countries in the Amazon region. According to its programme document, the Amazon
Fund has the opportunity to use 20 percent of the funds for REDD+ in other biomes in
Brazil or other tropical countries. In 2013, the Amazon Fund entered into what is to
date its only international agreement. The project aims to contribute to ensuring that
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more of Brazil's neighbouring countries increase their capacity to monitor deforestation
in the Amazon.®® The project has been awarded USD 11.9 million in support from the
Amazon Fund, which represents 1.9 percent of the Amazon Fund’s total monies as of
November 2017. In connection with the data acquisition in Brazil, the audit interviewed
the current and former minister in the Ministry of the Environment in that country.
During the interview, the former minister stated that he believed that Brazil should
invest more in its neighbouring countries in order to manage carbon leakage in the
Amazon biome. In 2014 and 2015, Norway, together with Germany and the United
Kingdom, entered into a REDD+ partnership with two other countries in the region,
Peru and Colombia. In Ecuador, Norway has a delegated collaboration through
Germany, but the collaboration has not yet been initiated.

6.2.2 Results achieved in Ethiopia

Two funds under the World Bank, the Forest Carbon Partnership Facility (FCPF) and
the BioCarbon Fund’s Initiative for Sustainable Forest Landscapes (ISFL), are assisting
Ethiopian authorities in the work relating to REDD+. Whilst the FCPF is assisting the
authorities centrally, ISFL is a partner in a REDD+ pilot programme in the state of
Oromia. Norway is supporting the work of both funds in Ethiopia.

Ethiopia is at an early stage of REDD+, and no measurements to indicate the trend in
deforestation are therefore available which can be linked to the implementation of
REDD*+. In a letter, the Ministry of Climate and Energy states that the REDD+
partnership itself should not be expected to have resulted in emission reductions
so far and that, through to 2016, the work had been in a phase which was
intended to facilitate future emission reductions; see also Progress made in the
bilateral partnership.®®

According to an interview with the embassy in Ethiopia, it is uncertain whether
emissions from forests have increased or decreased since 2013, when Norway and
Ethiopia entered into the bilateral REDD+ agreement. According to the embassy,
figures from the Food and Agriculture Organization of the United Nations indicate a
growth in deforestation since 2013. For their part, Ethiopian authorities claim that
greenhouse gas emissions from forests have declined, because the areas that have
been rehabilitated are larger than those that have been deforested. Although some
areas have been rehabilitated, it will take time before these can take up the amount of
carbon that corresponds to the deforestation. The embassy therefore assumes that
this, combined with development trends such as population growth and urbanisation,
supports the view that emissions from forests have increased since 2013.

The results of efforts to facilitate REDD+

The results of Norway’s contribution to the climate and forest initiative in Ethiopia will,
in the first instance, represent what the country has done initially to bring about future
reductions in emissions through forests. For the work during these initial phases,
interim goals have been defined both in the bilateral agreement between Ethiopia and
Norway and in the agreement between Ethiopia and FCPF. For both agreements, the
work to facilitate the implementation of REDD+ has been delayed.

Progress made in the bilateral partnership
The bilateral agreement between Ethiopia and Norway is based on the REDD+
principle of a three-phase implementation. Phase 1 was to have been implemented in

62) The Amazon Fund’s website: http://www.amazonfund.gov.br/FundoAmazonia/fam/site_en/Esquerdo/Projetos/Lista_
Projetos/OTCA. Accessed on: 27 April 2017.

63) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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2013-2014, phase 2 in 2015-2016, and phase 3, with payments for emission
reductions, was to have started in 2016.

According to the embassy’s interim report on climate policy to the Ministry of Climate
and Environment in January 2017, phase 1 of the bilateral partnership lasted from
2013 to 2016. All pre-agreed goals were achieved, including the establishment of the
Ethiopian Ministry of Environment, Forest and Climate Change. According to an
interview with representatives of the CIFOR research centre in Ethiopia, the Ministry
would probably not have existed without Norway’s support. According to the embassy’s
interim report, phase 2 of the partnership with Norway is to involve initiatives to reduce
deforestation, increase forestation and further strengthen institutions, regulations and
law enforcement.

It was stated in a number of interviews that much capacity-building remains to be done
in Ethiopia. The Ministry of Environment, Forest and Climate Change in Ethiopia
highlights the recruitment of personnel to the REDD+ work at regional level as being
particularly urgent. In 2018, the Ministry was represented in a single region, Oromia.
However, REDD+ coordination units have been established in four regions where
REDD+ was to be implemented. During an interview, DFID’s climate and environment
advisor in Ethiopia and the special envoy at the Norwegian embassy flagged the risks
associated with the resources that are being invested in capacity-building in Ethiopia.
According to DFID’s climate and environment advisor, one of the biggest risks
associated with REDD+ in Ethiopia is that capacity-building proves to be fruitless. The
embassy states that much of the mapping and preparatory work during phase 1 has
been carried out by consultants and external organisations, and that the implementation
of REDD+ should be nationally driven to a greater extent.

The special envoy at the Norwegian embassy in Ethiopia noted in an interview that it
will be more challenging for the authorities to deliver during phase 2 than in phase 1 of
REDD-+. This is explained by the fact that the attainment of results in phase 2 depends
on the Ministry of the Environment, Forest and Climate Change being able to establish
an agreed forest strategy across the sector ministries. This assumes that the Ministry
will be given a stronger regulatory role. According to the special envoy, the
implementation of phase 2 also depends on the scope, approval and enforcement of
the new Forest Act — see the discussion in section 6.3.3.

Support for forestation, as part of Ethiopia’s investment plan, is pivotal to phase 2 of
the bilateral partnership. According to the embassy’s interim report from January 2017,
the Ethiopian authorities submitted a draft investment plan in April 2016. According to
the embassy’s interim report of summer 2017, this had to be extensively revised and
undergo tough negotiations before it was finalised in May 2017. The investment plan
concerns collaboration with the private sector in areas such as financing and reducing
the costs associated with the planting of forests.

During an interview, the embassy in Ethiopia stated that there has been a strong desire
amongst the Ethiopian authorities to see forestation included in REDD+ alongside
initiatives to safeguard natural forests. According to the embassy, emphasis on
forestation could prevent the goal of cost-effective and rapid emission reductions from
being achieved. It has therefore been important for Norway to strike a balance between
the conservation of existing forests and forestation. In a letter, the Ministry of Climate
and Environment stated that the authorities in Ethiopia have attempted to find a
politically feasible balance between initiatives to promote both forest conservation and
forestation in the investment plan for phase Il of the partnership. In the opinion of the
Ministry of Climate and Environment, the authorities in Ethiopia have placed greater
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emphasis on traditional forestation than considerations relating solely to effectiveness
would suggest.®

Progress made in the multilateral partnership

According to Ethiopia’s REDD+ programme under FCFP, the preparatory phase was to
have been completed between January 2013 and June 2016.% In March 2016, FCPF’s
board of directors considered a mid-term evaluation dated November 2015 concerning
the work carried out during the preparatory phase in Ethiopia.®® According to a letter
from the Ministry of Climate and Environment, the agreement has been extended to
June 2018.%"

In an interview, the World Bank in Ethiopia notes that it believes the progress made
during the preparatory phase to be good. According to the World Bank in Ethiopia, it is
necessary to take account of Ethiopia’s starting point in order to assess the results.
The country needs to develop more capacity, but the World Bank still believes that
Ethiopia is ready to initiate programmes within emission reductions and land
management. According to the World Bank’s assessment of Ethiopia, the subsequent
work in phase 1 can be carried out alongside that for phase 2. Other stakeholders also
refer to good progress, and in interviews point to the fact that the results for phase 1
have largely been achieved and that the institutions are largely in place, albeit
vulnerable. During an interview, DFID’s climate and environment advisor in Ethiopia
stated that, in 2015, the British authorities opted to terminate their support for the
World Bank’s work linked to preparations for REDD+ in Ethiopia, partly as a result of
lack of progress.

The Ethiopian authorities have developed a REDD+ pilot programme for sustainable
forest management in the state of Oromia — a region the size of Norway, which
includes more than half of the remaining natural forest in the country. The programme
was developed in collaboration with the World Bank and donors to the BioCarbon
Fund’s Initiative for Sustainable Forest Landscapes (ISFL). The initiative is trialling an
approach to REDD+ where greenhouse gas emissions from the forestry sector are to
be reduced through collaboration with the agriculture sector and strengthening of land
use planning.® Ethiopia is the first country to test this approach to REDD+. The design
phase of the pilot programme was completed in 2017, and the programme has been
incorporated into the first part of the implementation phase.

According to the World Bank, the preparation of the programme involved a number of
topics which proved challenging to deal with. One of these was what should be
included in measurements of the climatic impact of the programme. Donors to the
programme wanted to see comprehensive carbon accounts which also include
emissions from other sectors, such as agriculture, as this is the aim of ISFL. To date,
no methodology has been developed for this and the measurements will therefore only
cover forests. Provided that the Ethiopian authorities support the move, calculations of
climatic impact are to be gradually expanded to cover other sectors once the
methodology is available.

64) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersgkelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.

65) Ministry of Environment, Forest and Climate Change and the National REDD+ Secretariat (2015) Mid—term Progress
Report from October 2012 to November 2015 of Ethiopia’s R—PP Implementation.

66) FCPF Readiness Dashboard, Forest Carbon Partnership Facility, 30 June 2017.

67) Ministry of Climate and Environment 2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.

68) Prop. 1S (2015-2016) for the Ministry of Climate and Environment and the website of the BioCarbon Fund’s ISFL:
https://www.biocarbonfund-isfl.org/. Accessed on 08.11.2017.
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In an interview, the special envoy at the embassy in Ethiopia noted that it was proving
to be more challenging to establish a programme for Oromia than first thought. The
goal of a landscape perspective in Oromia is being maintained in line with the intention
behind ISFL. For resource reasons, it has nevertheless been decided to primarily
concentrate funds from Norway’s International Climate and Forest Initiative on forest
measures and to obtain financing for measures in other sectors from other funding
sources. Through the Ministry of Foreign Affairs, Norway supports the World Bank’s
Sustainable Land Management Program for climate adaptation and climate-smart
agriculture in Ethiopia, a programme which, as of 2016, is better funded than REDD+
and which also operates in Oromia.

Geographic scope of REDD+

According to an interview with the REDD+ secretariat in the Ministry of Environment,
Forests and Climate Change, Ethiopia is planning to implement REDD+ in four regions
and to then gradually expand REDD+ to cover the entire country. To date, REDD+ has
been planned for one region, the state of Oromia; see Figure 5.

Figure 5 Map of Ethiopia showing the REDD+ pilot regions
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According to the World Bank in Ethiopia, it will be challenging to expand REDD+ to
national level. In an interview, the United Nations Development Programme noted that
it will not be sufficient to develop a national REDD+ programme based on the
experiences gained in a single region, as the regional conditions, such as size, forest
cover, reasons for deforestation and level of poverty, vary considerably. However,
according to an interview with the REDD+ secretariat in Ethiopia, a number of issues
have been resolved in Oromia, and the Ministry believes that much of the experience
gained within this area will be useful in other regions.
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According to an interview with the World Bank in Ethiopia, carbon leakage between
regions is one of the biggest challenges of taking REDD+ to national level. One of the
reasons for this is that a number of the regions which border Oromia are relatively
inaccessible due to the security situation. Phase 2 of the REDD+ partnership between
Ethiopia and Norway places emphasis on this challenge by including a goal of
conserving forests in the border regions of Oromia.

6.3 What are the experiences of the countries as regards adapting national
legislation and preparing a national REDD+ strategy?

6.3.1 The Brazilian Forest Act

The Brazilian Forest Act forms part of the general guidelines for the work relating to
REDD+ in Brazil.*® The Forest Act was revised in 2012 and regulates the management
of forests on private property. It is estimated that around 53 percent of Brazil’s natural
forest is situated on private property.”” The Forest Act makes a distinction between
legal and illegal logging on private property by defining the proportion of forest that a
landowner must retain and the proportion that he or she can fell.

Enforcement of the Forest Act prior to 2012 has been identified as being weak, and a
lot of forest was cleared in spite of strict restrictions in the act; see Cracking Brazil’s
Forest Code (2014). Interviews with researchers and civil society organisations in
Brazil show that the revision of the Forest Act in 2012 was controversial, partly
because it resulted in an amnesty as regards much of the illegal deforestation which
had taken place on private property.

Pivotal to the Forest Act of 2012 is the creation of a national registry of forests on
private property. In an interview, IBAMA stated that the property registry is the most
important environmental initiative that the Brazilian authorities have implemented in
recent years. The collation of data in a national registry is intended to enable the
authorities to monitor changes in forest cover on private property and to implement
initiatives as and when necessary. The Amazon Fund has supported the work of the
states relating to the registry, thus far in the amount of approximately NOK 567 million.
At the end of 2016, 99 percent of landowners in Brazil had entered their properties in
the registry, which was being administered by the individual states at the time.

The Brazilian Forest Service is responsible for the national registry. According to an
interview with the Brazilian Forest Service, the state authorities must analyse and
confirm over three million individual entries before the data is complete and can be
used in the national system. In an interview, representatives of the state of Para noted
that the scope of entries makes confirming them a challenging task. There are 160,000
entries for the state, and as of December 2016, five percent of them had been
confirmed. The state authorities were planning to confirm a further 10-15 percent of
the entries by the end of 2017.

The Brazilian Forest Service also states that the collation of data in a national system
represents a challenge because the service has no statutory right to request data from
states concerning the management of forests which fall within the remit of the states.
Since 2006, the states have, for example, been able to issue logging concessions.
IBAMA and the Brazilian Forest Service do not have access to information concerning
these, something which is essential in order to understand the data that the

69) The website of the Ministry for the Environment in Brazil: http://redd.mma.gov.br/en/legal-and-public-policy-framework/
other-relevant-national-public-policies. Accessed on 27.10.2017.
70) Cracking the Brazilian Forest Code, Science, vol. 344, 25 April 2014.
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landowners have registered and what constitutes illegal logging. In an interview, the
Brazilian Forest Service states that their experience is that the state authorities have
gradually become more willing to share information with federal authorities and to
integrate their systems with the national systems.

6.3.2 National REDD+ strategy in Brazil

The Brazilian authorities finalised the national REDD+ strategy in 2015. In an interview,
the Ministry of the Environment in Brazil stated that the lack of human and financial
resources represents a considerable barrier to the implementation of the strategy. The
strategy’s overarching goal is to contribute to reductions in emissions by combating
illegal deforestation, encouraging the conservation and rehabilitation of forest
ecosystems, and promoting the development of a sustainable forestry sector with
economic, societal and environmental benefits.”" It also includes an overview of pre-
existing action plans and legislation relating to REDD+, and a description of the
governance structure that has been established to implement the strategy.

A review of the strategy shows that it is descriptive and makes little reference to new
instruments in order to reduce deforestation. This was also emphasised during
interviews at both national and state level. During an interview, representatives of the
state of Para noted that the fact that the strategy does not contain specific activities or
performances for landowners and producers represents a challenge. This does not
help to show the landowners what REDD+ is and how they can benefit from the
mechanism. In an interview, the Ministry of the Environment in Brazil explained that the
national REDD+ strategy represents a compromise between different ministries and
sector interests and contains few new aspects or initiatives as a result. According to
the Ministry, negotiating the strategy proved to be a challenge because of differing
understandings of REDD+ amongst the stakeholders.

The work to prepare the national REDD+ strategy began in 2010, but stopped in 2012.
Various explanations have been put forward as to why the negotiations were stopped.
Norad'’s real-time evaluation from 2014 points to a lack of prioritisation and political
support nationally as one possible explanation. According to the Ministry of the
Environment in Brazil, the work was stopped because there was little hope of
developing an international REDD+ framework following the climate negotiations in
2011 and 2012. This situation changed following the climate negotiations in 2013 and
the Ministry therefore resumed the work to develop the strategy.

During interviews, a number of civil society organisations noted that the process to
develop the national REDD+ strategy did not include sufficient key stakeholders from
civil society, groups representing indigenous peoples or state authorities. In an
interview, the Ministry of the Environment in Brazil confirmed that the civil society
organisations were not consulted before the strategy was finalised in 2015, although a
number of civil society organisations were invited in 2010 to contribute to the
development of the strategy.

According to the Ministry of the Environment in Brazil, the strategy’s most important
innovation is the establishment of Brazil’s national REDD+ committee. This committee
is responsible for coordinating and monitoring the implementation of the national
REDD+ strategy. The Ministry also noted that facilitating the work of the committee has
proven to be a challenge. A number of the committee’s members have no experience
of REDD+ and have little knowledge of the decisions concerning REDD+ from the
United Nations Framework Convention on Climate Change. At the same time, a
number of the representatives, particularly those of the indigenous peoples, cannot

71) Ministry of the Environment in Brazil (2016) ENREDD+ National REDD+ Strategy.
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afford to travel to Brasilia in order to attend meetings. This represents a challenge for
the Ministry of the Environment, which has a tight budgetary framework itself.

During interviews, it emerged that many people are critical of the composition and
mandate of the national REDD+ committee. According to the research institution
Imazon, the committee is a discussion forum without any authority to take decisions.
Imazon is also unsure whether the committee wants to ensure inclusive processes.
Imazon has therefore decided not to participate in the committee. In interviews, two
civil society organisations also noted that more stakeholders should have been
represented on the committee, particularly from academia, groups representing
indigenous peoples and the private sector.

In a letter, the Ministry of Climate and Environment noted that, although civil society
was not generally involved in the development of the REDD+ strategy, it is, in the
opinion of the Ministry, broadly involved in implementing the strategy. The Ministry of
Climate and Environment furthermore states that the governance structure surrounding
the REDD+ strategy also includes a technical committee, consisting of REDD+ experts
from the authorities and academia, and three thematic advisory boards. According to
the Ministry, all of these bodies have broad participation from civil society.”

6.3.3 The Ethiopian Forest Act

Ethiopia’s amended Forest Act was adopted by the parliamentary assembly in
December 2017 and, in the opinion of the Ministry of Climate and Environment,
supports REDD+ and the goals set out in the country’s green growth strategy. In an
interview, the embassy in Ethiopia noted that a strengthened forest initiative in Ethiopia
is dependent on the scope and enforcement of the new Forest Act.

According to an interview with the research centre CIFOR, it is important that the local
community’s rights to the forest are recognised, including carbon rights. According to
CIFOR, this is vital if the local population is to be compensated for the loss of income
caused by REDD+. In a letter, the Ministry of Climate and Environment notes that the
question linked to the distribution of benefits in Ethiopia has not yet been clarified. The
expectation that local communities will benefit directly is strong, but, according to the
Ministry, this outcome is not considered to be realistic as a result of both practical
circumstances and donors’ priorities. Donors will require good financial control and will
want to ensure that the way in which the money is used contributes to further emission
reductions. According to the Ministry, the discussions on how consideration for the
local population can be combined with practical and appropriate solutions which are
also acceptable to the donors are still ongoing in 2018.”

6.3.4 Draft national REDD+ strategy in Ethiopia

The REDD+ secretariat in Ethiopia has prepared a draft national REDD+ strategy,
which was released in November 2014.” Three years later, the strategy remains in
draft form; see Prop. 1 S (2017-2018) om Klima- og miljgdepartementet. According to a
letter from the Ministry of Climate and Environment, the Ministry of Environment,
Forests and Climate Change is expected to approve the draft in February 2018.”

72) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.

73) Ministry of Climate and Environment 2018) Hovedanalyserapport - undersgkelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.

74) The draft version of the REDD+ strategy is available on FCPF’s website: https://www.forestcarbonpartnership.org/sites/fcp/
files/2015/October/REDD%2B%20Strategy%20-November%2021-first%20draft%20final-with%20WB%20comment.pdf.
Accessed on 20.04.2017.

75) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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The research centre CIFOR participated in the working group which provided the
REDD+ secretariat with specialist input for the work relating to the national REDD+
strategy. CIFOR believes that the Ethiopian context should have been better reflected
in the draft version of the strategy, so that it would be relevant for as many types of
forest and region as possible. According to CIFOR, one limitation of the draft strategy
is that it is primarily based on information from the state of Oromia, which forms the
highland in Ethiopia. In an interview, CIFOR noted that there was also pressure from
the World Bank to simplify the strategy in order to streamline it with other REDD+
strategies globally. In the opinion of CIFOR, this has reduced the value of the current
draft strategy. Another risk to be highlighted by CIFOR is the anchoring of the strategy
in the sector ministries concerned. This risk stems from the participation of low grade
employees from sector ministries other than the Ministry of Environment, Forests and
Climate Change in the working group that worked on the draft strategy.

6.4 What are the countries’ experiences of developing a system for measurement,
reporting and verification (MRV)?

A prerequisite of REDD+ is that data will be acquired concerning carbon sequestration and emissions from
forests, and that trends in these values will be documented and reported.
Photo: Ministry of Climate and Environment

6.4.1 Brazil’s MRV system

Brazil has one of the world’s most advanced satellite systems for monitoring
rainforests.”® Data from these satellite systems is reviewed by the National Institute for
Space Research, Brazil (INPE), which identifies areas with deforestation in the
Amazon. This information is shared with IBAMA and other public institutions with
responsibility for acting on the basis of this information.

In an interview, IBAMA noted that it receives more information from INPE than it has
the resources to cope with. Every year, the agency receives more than 100,000

76) The Ministry of Climate and Environment’s website: https://www.regjeringen.no/no/tema/klima-og-miljo/klima/klima--og-
skogsatsingen/kos-innsikt/brasil1/id734166/#slikmalerbrasilavskog Accessed on 28.03.2017.
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messages concerning new deforestation. With new systems which are to be introduced
in 2017, the number of annual identifications of deforestation is expected to rise to
300,000. Although the agency has implemented measures to prioritise the effort aimed
at the areas with the highest risk of deforestation, it points out that it is facing
challenges relating to resources in the work to respond to the information on
deforestation.

Another ongoing and extensive process of importance for Brazil's MRV system is the
national forest inventory programme. This work will provide information that will make it
possible to calculate the amount of carbon stored in the forests more precisely. Data
acquisition began in 2011 once methods and the scope of the work had been
discussed on a number of occasions. The work is being coordinated by the Brazilian
Forest Service. As of December 2016, the service had data covering 10 out of 27
states. The data acquisition is being financed by a number of bodies including FIP and
the Amazon Fund. In an interview, the service noted that the work is progressing
slowly, partly because different financing sources have imposed their own
administrative and geographic requirements on the use of the funds.

Brazil reported a reference level for the Amazon biome to the climate convention in
2014, and for the Cerrado biome in 2017.”" These reference levels do not contain any
information on forest degradation. This is explained by the fact that Brazil does not
have a national definition of forest degradation. In an interview, the Ministry of the
Environment in Brazil noted that the lack of a definition represents a challenge in the
development of an MRV system for the Cerrado biome, where forest degradation is an
important cause of deforestation. In a letter, the Ministry of Climate and Environment
notes that much of the forest degradation is still being identified as deforestation over
time, through the fact that the forest is eventually cleared completely.”

In order for Brazil to retain its international leadership with regard to REDD+, the
country must, according to the Ministry of Climate and Environment, further develop its
work relating to REDD+, including the measurement of forest degradation. The
Brazilian authorities have indicated that it may be difficult to establish a reference level
which encompasses forest degradation. In an interview, the Ministry of Climate and
Environment notes that it does not consider a delay to be problematical, provided that
Brazil further develops the MRV systems to enable them to measure forest degradation
in the long term. According to the Ministry, it is only to be expected that the work is
taking a long time given the size of the forest areas and the technological limitations
linked to the measurement of forest degradation.

In an interview, INPE noted that the satellite images that are used to determine annual
deforestation in the Brazilian part of the Amazon are publicly available. In an interview,
the civil society organisation Instituto Socioambiental (ISA) confirmed that civil society
was given access to data from INPE in 2004 and was able to cross-check the data
against its own observations. According to ISA, this access contributed to civil society
and the authorities exchanging views regarding procedures and solutions for
deforestation when the first action plan for reducing deforestation in the Amazon was
prepared. Also according to the ISA, civil society organisations have not had access to
the two monitoring systems, DETER and PRODES, for the past three or four years.
The DETER satellite system is used as an alarm system and detects logging in real
time, whereas PRODES is used to produce annual overviews of deforestation.

77) Brazil's reports to the United Nations Framework Convention on Climate Change: http://redd.unfccc.int/submissions.
html?country=bra

78) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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According to ISA and other representatives of civil society and the research community,
access to data has become more restricted since 2014. The consequence of this is
less transparency and less scope for civil society to become involved. The Brazilian
authorities used to give access to the satellite image ahead of the announcement of
the annual deforestation rate, so that civil society had an opportunity to analyse the
data. According to ISA, the authority stopped providing access to download the satellite
images from INPE in 2014. The authorities also stopped organising events to discuss
the data, which has reduced the opportunities open to civil society to contribute to
discussions concerning developments in deforestation. In an interview, INPE noted that
in 2016 the institute organised a meeting for public institutions and civil society
organisations to raise awareness of how the data that INPE publishes can be used.

In an interview, the embassy in Brazil stated that it was unaware that it had apparently
become more difficult to gain access to the data material on which the deforestation
figures from INPE are based. The embassy notes that it bases its assessment of the
deforestation figures on the fact that the Amazon Fund’s expert panel confirms the data
and that civil society has an opportunity to check this.

The deforestation data from Brazil that is used as a basis for Norway’s payments for
results is not verified by an independent third party in a formalised process. According
to the Ministry of Climate and Environment, a more formal verification process would
have been useful. At the same time, the Ministry noted in an interview that in practice,
unrestricted access to raw data and method protocols performs many of the functions
of third party verification. The Ministry of Climate and Environment therefore has
confidence in the figures from Brazil.

6.4.2 Ethiopia’s MRV system

Ethiopia started the process of developing an MRV system in 2013. The country is
being assisted by the Food and Agriculture Organization of the United Nations in the
work to develop the system. Amongst other things, the work has included a national
forest valuation project which, according to a letter from the Ministry of Climate and
Environment, has been completed. The valuation has helped to develop a reference
level for REDD+ in Ethiopia. The country reported a national reference level to the
United Nations Framework Convention on Climate Change in December 2015. This
reference level was updated in March 2017.7°

The national reference level does not include carbon emissions from forest
degradation, but the Ministry of Climate and Environment notes in a letter that Ethiopia
is in the process of testing various methods at local level in order to measure forest
degradation.®® In an interview, the REDD+ secretariat noted that forest degradation
represents a major source of emissions in Ethiopia, and that an MRV component
should therefore be developed for this. However, no suitable method for measuring
carbon emissions from forest degradation is currently available.

In an interview, the special envoy at the Norwegian embassy in Ethiopia stated that it is
a long-term goal for the Ethiopian authorities to develop an MRV system that calculates
emissions from all the sectors that are covered by the green growth strategy. To date,
no method has been developed for such comprehensive carbon accounts in either
Ethiopia or internationally.

79) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.

80) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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6.5 What are the countries’ experiences of addressing the REDD+ safeguards?

6.5.1 Brazil’s work to address the REDD+ safeguards

Just under a quarter of the Brazilian part of the Amazon is inhabited by indigenous
peoples. These areas are considered to be vital for protecting the rainforest and its
biological diversity. IBAMA and the National Indian Foundation are responsible for
ensuring that REDD+ actions in Brazil address the interests of the indigenous
population.

In 2012, Brazil adopted a framework for the protection, management and exploitation
of natural resources in areas inhabited by indigenous peoples. In an interview, the
National Indian Foundation stated that it considers the implementation of the
framework to be essential if REDD+ is to be deployed in accordance with the REDD+
safeguards. According to the National Indian Foundation, one REDD+ project has so
far been carried out using the framework. The project has identified a number of
challenges in the practical use of the framework which, according to the foundation, is
at risk of failing if the consultation processes with the indigenous population are not
improved. The project that was carried out led to an increase in internal disputes
amongst the indigenous population because the consultation processes that were
conducted were not considered to be valid. According to the embassy’s report to the
Ministry of Climate and Environment, Brazil’'s Supreme Court ruled on 19 July 2017
that in some cases, the authorities can limit the land rights of indigenous peoples and
open up the possibility of major infrastructure projects being initiated without consulting
the indigenous peoples who will be affected.

The land rights of the indigenous population in Brazil are coming under considerable
pressure. The Brazilian government has opened up the possibility of discussing
amendments to the rights of the indigenous population, and in 2016 and 2017 the
congress proposed and adopted a number of initiatives which limit these rights.?" In a
letter, the Ministry of Climate and Environment stated that the current government has
also established new territories for indigenous peoples.* At the same time, there has
been an increase in the number of cases of violence and murder committed against
indigenous peoples and human rights and environmental campaigners in Brazil. The
National Indian Foundation has also been the subject of a number of changes which
prevent it from performing key tasks. In April 2017, cuts were implemented which
resulted in the closure of a number of the foundation’s local offices. This resulted in the
withdrawal of the staff who work closely in the territories of indigenous peoples; see the
embassy’s interim report to the Ministry of Climate and Environment from August 2017.
The head of the National Indian Foundation, who was the fourth leader in a year, was
dismissed and replaced by a general from the Brazilian army in May 2017. The
increase in pressure on the rights of indigenous peoples is partly explained by
economic recession and political pressure from the agricultural sector.

Brazil began developing a system to document the country’s compliance with the
REDD+ safeguards in spring 2016. The work is scheduled for completion during 2018.
The Ministry of the Environment in Brazil stated in an interview that it considers the
structuring of the system to be a major challenge. It is expensive to develop and it is
also technically challenging because there is no corresponding experience from other
countries.

81) The World Resources Institute’s website: http://www.wri.org/blog/2017/06/indigenous-rights-must-be-protected-during-
brazil%E2%80%99s-political-crisis. Accessed on: 30 October 2017; the Reuters article Brazil, home of Amazon, rolls back
environmental protection: http://www.reuters.com/article/us-brazil-politics-environment/brazil-home-of-amazon-rolls-back-
environmental-protection-idUSKCN18B21P.

82) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
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In 2015, the Brazilian authorities sent a summary of the country’s compliance with the
REDD+ safeguards for the period 2006—2010 to the United Nations Framework
Convention on Climate Change.® This made Brazil the first country to submit a
national report on safeguards to the climate convention. In autumn 2017, the Ministry
of the Environment in Brazil distributed a draft version of a summary of the country’s
REDD+ safeguards for the period 2011-2017 for public consultation.®* In a letter, the
Ministry of Climate and Environment stated that the reports that are submitted
concerning the REDD+ safeguards for a given year lag behind the forest year on which
the Norwegian payments are based. The Ministry furthermore states that Brazil is in
the process of aligning the reports with REDD+ results in terms of time, and that the
country is planning to submit annual reports on compliance with the REDD+
safeguards from the third report onwards.®®

As regards compliance with the REDD+ safeguards in projects supported by the
Amazon Fund, the Brazilian Development Bank (BNDES) stated in an interview that
this is good. No projects have been stopped because of non-compliance with the
safeguarding mechanisms. For its part, German Federal Ministry for Economic
Cooperation and Development , which is assisting the Amazon Fund in the
administration of the funds, stated in an interview that the Amazon Fund needs help to
incorporate themes such as the safeguarding mechanisms and equality into its work.
Similarly, a review of Norad’s remarks concerning the Amazon Fund’s annual reports
during the period 2014-2016 shows that Norad has sought greater transparency and
information concerning the safeguarding mechanisms from the fund.

6.5.3 Ethiopia’s work to address the REDD+ safeguards

According to Norway’s International Climate and Forest Initiative’s status report for
2015, Ethiopia has come a long way in the process of preparing a framework for
REDD+ safeguards. According to Ethiopia’s mid-term evaluation for FCPF from
November 2015, the initial mapping and consultations have been carried out in order to
establish a system ensuring compliance with the REDD+ safeguards. A safeguard
information system was under development in 2016. The Ethiopian authorities have so
far not reported to the climate convention concerning the country’s compliance with the
REDD+ safeguards.

One challenging topic in the development of the pilot programme in Oromia was how
the payments for results should be distributed. According to an interview with the World
Bank in Ethiopia, it remains to be decided whether the payments should go directly to
the local population or be invested in public benefits, and whether the payments should
be distributed in an egalitarian manner or according to input. In interviews, a number of
civil society organisations claimed that the Ethiopian authorities have established an
expectation amongst local communities that they will receive financial compensation
for their efforts in conserving the forest. By creating expectations which it may not be
possible to meet, the civil society organisation Farm Africa notes that the sustainability

of the results from participating in forest conversation initiatives is put at risk.

Under REDD+, it is desirable that the local communities use the forest in a sustainable
manner and, according to Farm Africa, REDD+ can only succeed through financial
compensation which makes it attractive for the local population to conserve the forest.

83) Ministry of the Environment (2015) Summary of information on how the Cancun safeguards were addressed and respected
by Brazil throughout the implementation of actions to reduce emissions from deforestation in the Amazon biome between
2006 and 2010.

84) The Ministry of the Environment’s website: http://redd.mma.gov.br/pt/component/content/article?id=832. Accessed on: 03
January 2018.

85) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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The Ministry of Environment, Forests and Climate Change confirmed in an interview
that it is still to be decided how projects involving payments to the local population for
results should be integrated in the REDD+ programme for Oromia. Amongst the
questions that have not yet been resolved is who should pay for the results that are
achieved and how the funds should be mobilised.

A field visit carried out by the audit team in the Bale-Eco Region of Oromia in
connection with the data acquisition in June 2016 confirmed the local population’s
impatience to receive financial compensation for the contributions it has made to
emission reductions through participating in forest conservation initiatives. The local
population took part in a project that was carried out by the civil society organisation
Farm Africa with support from Norway’s International Climate and Forest Initiative. In
the project, the local population monitored the forest around the perimeter of a national
park. They also contributed to emission reductions through tree planting. At the time of
the visit, the participants had not yet received payment for their efforts and they
expressed their frustration over the non-payment of the compensation. However, the
Ministry of Climate and Environment stated in a letter that the local population has now
received payment for its efforts under the project.®

In a letter, the Ministry of Climate and Environment noted that it is not only the
authorities that have created expectations of carbon payments amongst local
communities. According to the Ministry, the distribution of benefits linked to payments
for emission reductions will be complicated in a country where deforestation is largely
linked to the need of the poor for agricultural land. According to the Ministry, the
Oromia pilot and Farm Africa’s work in Bale present opportunities to look at different
models regarding how this can be done.*

6.6 What is the financing situation in the countries?

6.6.1 The financing of REDD+ in Brazil

The financing of central public institutions

The Ministry of the Environment in Brazil stated in an interview that the country’s
budget and the Amazon Fund’s monies are not sufficient to meet the future need for
finance in order to reduce deforestation further. A number of stakeholders have stated
in interviews that enforcement measures against deforestation are expensive to
maintain and implement. At the same time, a number of central institutions that are
responsible for keeping deforestation under control have had their budgets cut.

In an interview, the Ministry of Climate and Environment points out that it considers it
likely that reduced public funding will be a challenge in the years to come because of
developments in the Brazilian economy. The country is experiencing a deep economic
and political crisis; see the report of the Norwegian embassy in Brazil to the Ministry in
2017. The economic crisis has resulted in substantial budget cuts for all public sector
bodies, and most ministries have had their operating budgets reduced by a third. In
addition to budget cuts in the National Indian Foundation, IBAMA, which is responsible
for control measures, arrests and prosecution of criminals who are responsible for
deforestation, has suffered noticeable cutbacks. In its report, the embassy stresses
that the cutbacks in IBAMA are weakening one of Brazil’s key initiatives to combat
deforestation.

86) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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Another consequence of the lack of financing is that Brazil is unable to test out new
approaches within REDD+ in order to tackle the rise in deforestation. In an interview,
the Ministry of the Environment in Brazil noted that, according to the original idea
behind REDD+, results-based payments would offer considerable flexibility to try out
new approaches. The idea was that the REDD+ funds would enable a trial-and-error
process that would result in successful initiatives being scaled up. In practice, the
Ministry considers it difficult to use the funds in accordance with the idea of trial-and-
error, given the economic situation in Brazil.

Both IBAMA and INPE have stated in interviews that they are experiencing difficulties
in retaining employees in the Amazon region because of the working conditions and
low level of remuneration. INPE stated that they do not have the resources needed to
keep employees sufficiently interested and motivated in staying in the Amazon region
for more than three to five years. INPE is dependent on having employees on the
ground in order to be able to understand the data from the satellite systems. It is also
important to have employees from the region with a knowledge of local conditions in
order to carry out the best possible analysis. The staff shortage is leading to a risk that
deforestation will not be detected or have consequences for those who log the trees
illegally.

® projeto Museu da Am
ab@ recursos do

Norwegian payments to Brazil are transferred to the Amazon Fund for further investment in sustainable
development in the Amazon. Photo: Ministry of Climate and Environment

Donors and recipients of REDD+ funds

The Amazon Fund receives Norway’s payments for results in Brazil. According to the
Ministry of the Environment in Brazil, the fund is one of the most important economic
instruments for financing REDD+ initiatives.® The fund has received USD 1.14 billion
in results-based payments since it was founded in 2008.% There are three donors to
the fund. Norway is the largest donor and accounts for 96.8 percent of the contributions.

88) The Ministry of the Environment’s website: http://redd.mma.gov.br/en/legal-and-public-policy-framework. Accessed on:
29 June 2017.

89) The Amazon Fund’s website: http://www.amazonfund.gov.br/FundoAmazonia/fam/site_en/Esquerdo/doacoes/ Accessed
on: 12 October 2017.

108 Document 3:10 (2017-2018) Report



Germany accounts for 2.5 percent of the deposits, whilst the Brazilian oil company
Petrobras accounts for the remaining funds.® Germany has decided to split its support
for REDD+ in Brazil between a number of channels. The funds paid to the Amazon
Fund therefore do not give a complete picture of Germany’s support to REDD+ in
Brazil. Similarly, FIP also has REDD+ programmes in Brazil.

The increase in deforestation in the Amazon since 2015 has led to reductions in the
results-based payments made by Norway. In June 2017, the Ministry of Climate and
Environment warned the Brazilian authorities that the results-based payments made to
the fund could be cut further in 2017 if the trend of rising deforestation is not
reversed.” The payment from Norway in 2017 was reduced as a result of this.

The Amazon Fund was financing 88 projects as of September 2017.% According to an
interview with the Amazon Fund, there are around 300 fewer stakeholders who receive
support from these projects in turn. The projects are intended to support national plans
for sustainable development and further reductions in deforestation, with an emphasis
on the Amazon. According to an interview with the Amazon Find, the rate of payment
represents a constant challenge. Projects being carried out by federal authorities have
the lowest payment rate, followed by those of state authorities and civil society
organisations. The organisation of events such as the Football World Cup in 2014 and
the Olympic Games in 2016 took up central resources and this is one of the reasons
that the Amazon Fund has been told is behind the lack of initiation of REDD+ projects
in the public sector.

Brazil has received far lower payments for results than the reduction in deforestation
would suggest. During the interviews with REDD+ stakeholders in Brazil, it became
apparent that there are many possible explanations as to why the Amazon Fund has
seen weak growth in financing. Initially, the fund took a long time to approve and
distribute monies to projects. In addition, the fund did not use up the allocated monies
from Norway, leading other donors to believe that no further funding was required. This
problem still remains and has been brought up by Norway in the annual meetings with
the Amazon Fund. In 2016, Norad noted in its review of the fund’s financial reporting
that the proportion of unrestricted funds, or funds which are not allocated to a project,
has risen. From 2014 to 2015, the fund’s unrestricted funds doubled and at the end of
December 2015 amounted to BRL 1.02 billion or around NOK 2.3 billion®.

The Brazilian Development Bank (BNDES) stated in an interview that there is a need
to include the Ministry of Foreign Affairs in Brazil in the work to mobilise new donors to
the Amazon Fund. In order to mobilise new donors to the Amazon Fund, the Brazilian
Development Bank (BNDES), the Ministry of the Environment in Brazil and the Ministry
of Foreign Affairs in Brazil must work together. Only the Ministry of Foreign Affairs in
Brazil has a mandate to establish formal bilateral discussions with donor countries.
According to an interview with BNDES, it is primarily the Ministry of the Environment
that is engaged in the Amazon Fund. BNDES stated that the bank does not have a
strategy for raising new funds for the Amazon Fund.

In its report to the Ministry of Climate and Environment in August 2017, the Norwegian
embassy in Brazil stated that the embassy is working to market the Amazon Fund to

90) The Amazon Fund’s website: http://www.amazonfund.gov.br/FundoAmazonia/fam/site_en/Esquerdo/doacoes/ Accessed
on: 06 September 2017.

91) Letter from Minister for Climate and Environment Vidar Helgesen to the Brazilian Minister for the Environment, José
Sarney Filho. The letter is undated.

92) The Amazon Fund'’s portfolio report from 30 September 2017 is available at http://www.amazonfund.gov.br/
FundoAmazonia/export/sites/default/site_en/Galerias/Arquivos/Informes_de_Carteira/2017_09_Porfolio_Report.pdf

93) According to http://www.valutakalkulator.no/grafer, one Brazilian real (BRL) cost NOK 2.224 as of 31 December 2015.
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potential donors, partly by taking the initiative to establish a group of donors for the
countries and multilateral organisations that invest in climate and forests in Brazil.

The role of the private sector and market-based solutions to deforestation

Many of the stakeholders that were interviewed stated that involvement of the private
sector is pivotal to the discussions concerning further work to reduce deforestation.
The soya moratorium® from 2006 is considered to be an important market-based
contribution to both the transition and the reduction which occurred in deforestation in
the Amazon biome. The private sector and voluntary organisations in Brazil were key
contributors to the development of the soya moratorium. The same stakeholders are in
the process of assessing the possibility of expanding the soya moratorium to the
Cerrado biome, where both cattle farming and soya production are important causes of
deforestation. The Norwegian embassy in Brazil notes that the private sector is key to
helping Brazil identify more sustainable solutions in the form of financial incentives to
reduce deforestation. According to the embassy, without collaboration with the private
sector to prevent deforestation linked to the production of goods, it is very likely that it
will be difficult for Brazil to achieve its national goal of reducing deforestation by 80
percent by 2020; see the embassy’s report to the Ministry of Climate and Environment
in January 2017.

In 2015, the Amazon Fund’s steering committee, which is chaired by the Ministry of the
Environment in Brazil, adopted three priorities for the fund for the impending two-year
period. One of these priorities was the involvement of the private sector. In an
interview, the Ministry of the Environment stated that the discussions concerning the
role of the private sector in the Amazon Fund’s steering committee have been limited.
The German Federal Ministry for Economic Cooperation and Development has noted
that neither the donors nor the Amazon Fund appear to have a clear picture of the role
that the private sector can play.

According to the German Federal Ministry for Economic Cooperation and
Development, it has not been ascertained how the Amazon Fund can be adapted to
meet the requirements of the private sector regarding financing, or what the argument
would be for the private sector to consider supporting the Amazon Fund worthwhile. In
an interview with a research institution in Brazil it emerged that, to date, few projects in
the Amazon have been directly financed by the private sector and that the Brazilian
authorities have generally been sceptical about the use of market-based initiatives in
the work to combat deforestation. However, in 2017, the fund endeavoured to identify
solutions as to how it could involve and support the private sector, according to a letter
from the Ministry of Climate and Environment. An example of this is that the project
announcement in 2017 was intended to strengthen sustainable production chains.®

6.6.2 The financing of REDD+ in Ethiopia

A number of interviews conducted in Ethiopia show that financing represents a major
challenge in the continuation of the REDD+ work and the implementation of national
plans. The REDD+ secretariat emphasised the need for substantial investments before
Ethiopia will be able to reduce its carbon emissions and thereby gain access to results-
based payments. Millions have so far been made available for REDD+, but it is
estimated that it will cost billions to carry out the necessary investments in forestation,
amongst other things, in order to achieve the desired climate goals. The United Nations
Development Programme in Ethiopia notes that the country has not invested in the

94) The soya moratorium in Brazil was the first public-private partnership where producers undertook to avoid deforestation in
connection with the production of a product, in this case soya beans.

95) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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forestry sector for many years and that large sums of money will therefore be needed
to develop it. According to the Norwegian embassy in Ethiopia, the country has
estimated the total cost of achieving its national climate goal in the green growth
strategy as being USD 150 billion. In a letter, the Ministry of Climate and Environment
stresses that much of this concerns investments which the country will have to make in
any case, but which can be done in a more climate-friendly manner under the growth
strategy without additional cost.”

Donors and recipients of REDD+ funds

In 2012, the authorities in Ethiopia established a national fund, the CRGE facility, for
international financing of the green growth strategy (CRGE).*” In an interview, the
embassy in Ethiopia stated that 70-80 percent of the Norwegian funds for REDD+
during phase 2 of the bilateral partnership will be channelled through this fund. The
fund is accredited for the Green Climate Fund and the Adaptation Fund and has
applied for finance from these funds. It is a requirement that all projects which receive
aid from the CRGE facility support all the pillars of the green growth strategy. The
United Kingdom, Denmark, Austria, the Green Climate Fund, the Amazon Fund and
Norway have all transferred funds to the facility. Norway is the only donor that
earmarks funds for the forestry sector.

During the interviews, various explanations were put forward as to why more donors do
not support REDD+ in Ethiopia. The special envoy at the embassy in Ethiopia referred
to the dilemma that with many donors it is necessary to demonstrate results in order to
obtain financing, whilst the lack of results can be caused by insufficient financing. The
United Nations Development Programme in Ethiopia stated in an interview that REDD+
is difficult to sell to donors who prefer to finance actions that produce concrete results
and that have a more direct impact on poverty reduction.

6.7 How is the administration coordinated in the work relating to REDD+?

6.7.1 Forest management in Brazil

Cross-sector coordination

A total of 13 ministries are involved in implementing Brazil’s action plan to combat and
prevent deforestation in the Amazon. Until 2013, these were coordinated directly from
the President’s office. In 2013, responsibility for coordinating the work was reassigned
to the Ministry of the Environment in Brazil.®® According to the Ministry itself, with the
reassignment of the responsibility to the Ministry of the Environment, it has become
difficult to mobilise participation with sufficiently high graded employees from the other
ministries to ensure effective coordination. In an interview, the Ministry noted that it is a
major challenge to engage other sector ministries in the fight against deforestation.
Forests are seen as a climate issue and therefore belong to the Ministry of the
Environment. The report from the embassy in Brazil to the Ministry of Climate and
Environment in 2017 also refers to a growing conflict of interest between sector
ministries, as well as pressure on the Brazilian government to prioritise the economy
and the interests of sectors such as agriculture ahead of climate.

96) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.

97) The website of the UNDP Multi-Partner Trust Fund Office: http://mptf.undp.org/factsheet/fund/3ET00 Accessed on
29.09.2017.

98) https://www.transparency-partnership.net/sites/default/files/brazil_gpa_short.pdf
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Collaboration between governance levels

Responsibility for public forests is shared between a number of institutions and all
three governance levels: municipal, state and federal level. The responsibilities of each
governance level vary both between regions and within regions.

In an interview, the Ministry of the Environment stated that it considered it a challenge
to coordinate the three levels of governance in the work to reduce deforestation. Each
of the levels can draw up its own laws and rules provided they are in accordance with
the Brazilian Constitution. The Ministry cannot become involved in the administration of
states and municipalities, except to encourage them to implement national
programmes such as the national REDD+ strategy.

In an interview, representatives of the state authorities in Para stated that it is a
challenge for the work to combat deforestation that the states do not have authority
over what comprises extensive federal and to some extent unregulated regions outside
the borders of the state. According to the state authorities, they are only permitted to
instigate initiatives to tackle around 25 percent of the illegal deforestation that is
believed to be taking place. Seventy five percent of the deforestation takes place in
federal regions where the state authorities have limited powers. It is also in the federal
regions that deforestation has increased most in recent years. In order to tackle this
trend, the state is dependent on collaboration with federal institutions at both political
and practical level.

Although a high proportion of deforestation is taking place in federal areas, the
presence of federal authorities has decreased. This is apparent from interviews with
IBAMA and the National Indian Foundation, and the embassy’s report to the Ministry of
Climate and Environment in 2017. The abovementioned budget cuts experienced by
IBAMA and the National Indian Foundation as a result of the economic crisis in the
country are key factors behind the reduced presence. The National Indian Foundation
stresses the importance of ensuring that federal authorities are represented on the
ground in the Amazon. Only these institutions can resolve disputes concerning land
rights and the legal disorder which characterises the region. IBAMA also notes that the
lack of capacity at state level means that the institute must also assume the state’s
responsibility to pursue illegal deforestation in a number of states.

In a letter, the Ministry of Climate and Environment notes that the workload is shared
between the federal and state authorities, and that there are weaknesses on both sides
as regards implementation and capacity.*

6.7.2 Forest management in Ethiopia

Cross-sector coordination

In an interview, the embassy in Ethiopia stated that it considers the coordination
between the ministries involved in land and forest management to be weak. According
to the embassy, it is vital to strengthen the collaboration between the Ministry of
Environment, Forests and Climate Change and the Ministry of Agriculture in Ethiopia in
order to better safeguard the forests. At the present time, the national sector-based
plans are not sufficiently concrete or coordinated to ensure that such conflicts of
interest are managed in an adequately targeted manner. In an interview, the research
centre CIFOR noted that the challenges linked to cross-sector coordination are
reinforced through the fact that Ethiopia has not adopted a land management plan
which clearly defines what constitutes forest area. This leads to a risk that forests will
be defined differently between ministries in their sector plans. In an interview, the

99) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersekelse av den norske klima- og skogsatsingen -
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Ministry of Environment, Forests and Climate Change stated that because of this risk
and identified contradictions in the plans of different ministries regarding the use of
land, work is underway to establish a cross-sector land management plan that will
resolve this issue.

The international Global Green Growth Institute (GGGI) is assisting the Ethiopian
authorities with the implementation of the country’s green growth strategy, aided by
support from Norway and other countries. In an interview, GGGI notes that the
inclusion of the green growth strategy in Ethiopia’s overarching growth and
development plan from 2016 facilitates strengthened coordination between the sector
ministries and closer follow-up of the sector ministries’ implementation of the growth
strategy. In an interview, the Norwegian embassy notes that, although the incorporation
of the green growth strategy in the overarching growth and development strategy
provides a good starting point for progress, there remains a need for substantial
financing and better coordination between sectors to ensure effective implementation
of the national plans.

Instability in organisation and employees within the Ministry of Environment, Forests
and Climate Change is another challenge that was identified. According to an interview
with the World Bank in Ethiopia, it is difficult to follow the work being carried out by the
Ministry and the sector. The Ministry is not internally coordinated when it seeks
specialist assistance, and on occasion, several organisations have been asked to
contribute to the same task. A number of forest-related projects in the Ministry of
Environment, Forests and Climate Change. also fall outside REDD+. This has a
negative impact on the effectiveness of the REDD+ secretariat, which is not sufficiently
integrated with the rest of the Ministry. According to the World Bank, Ethiopia pays a
high price because of the very fragmented forestry sector in the country.

Collaboration between governance levels

In an interview, the embassy stressed the need to strengthen the capacity of the
Ministry of Environment, Forests and Climate Change both centrally and regionally to
ensure progress in the REDD+ work. This view was supported in an interview with the
United Nations Development Programme in Ethiopia and the research centre CIFOR.
As a new Ministry, the Ministry of Environment, Forests and Climate Change. is not
represented at regional or local level, except in Oromia. Instead, the forestry sector at
these governance levels is left to representatives of the Ministry of Agriculture. This
represents a risk regarding the prioritisation of REDD+ at regional level. During
interviews, CIFOR and the embassy stated that local and regional authorities should
be more heavily involved in the REDD+ work. According to the embassy, the local and
regional governance levels are vital for gaining a practical understanding of and insight
into the situation that is affected by political decisions in Ethiopia.
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7 What is the Ministry of Climate and Environment’s
governance, follow-up and learning like?

7.1 How does the Ministry of Climate and Environment obtain and utilise
information concerning the progress and results of the initiative?

7.1.1 The strategic framework for Norway’s International Climate and Forest
Initiative

In 2014, the Ministry of Climate and Environment prepared a strategic framework for
Norway’s International Climate and Forest Initiative, also referred to as the ‘result
framework’ for the initiative. The framework is intended to show progress and results.

The strategy framework shows the two overarching goals for the initiative (sustainable
development and the climate goal of the United Nations Framework Convention on
Climate Change), followed by the three goals which have been formulated for the work
of Norway’s International Climate and Forest Initiative. The Storting has supported both
of these levels, and in the strategic framework they have also been operationalised
under the goals:

1. The international climate regime is an effective instrument for reducing emissions.

2. Partner countries have achieved reductions in emissions from forests.

3. Partner countries are conserving natural forests.

Eight milestones are linked to the operationalised goals:

a) REDD+ is helping to raise the level of ambition in the global climate regime.

b) Increased, long-term and predictable global funding of REDD+.

c) Effective safeguarding mechanisms integrated in financing institutions for REDD+.

d) Policy for sustainable forest and land use in forest countries.

e) Systems have been established for measuring, reporting and verifying emissions
from forests.

f) Effective implementation of new policy for sustainable forestry and land use.

g) Improved management practices in forest and land management.

h) The private sector is working to reduce deforestation.

A total of 28 indicators have been identified for the 8 milestones, e.g. the proportion of
forest with a national forest monitoring system and the number of countries with a
safeguard information system.

In an interview, the Ministry noted that the strategic framework had been prepared
following criticism from the Office of the Auditor General in Document 1 (2013-2014)
and Norad'’s real-time evaluation of Norway’s International Climate and Forest Initiative
in 2014. Both pointed to potential for improvement in the reporting systems of Norway’s
International Climate and Forest Initiative. As a result of this, the Ministry issued a
change theory for the initiative and prepared a result framework which shows the link
between initiative areas and goals. The strategic framework is dynamic and was, for
example, adjusted after tropical forests were given a central place in the new climate
agreement that was adopted in Paris in 2015.
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7.1.2 How does the Ministry use the strategic framework?

Appropriation of funds

According to the Ministry, the result framework and associated change theory has
proved to be useful in connection with the appropriation of funds in the initiative and in
the communication of what the initiative is doing and why. At the start of the initiative in
2008, there were, according to the Ministry, few precisely defined boundaries for the
use of the NOK 3 billion that the Storting awarded to the initiative annually, other than
the general strategy that was presented to the Storting in St.prp. nr. 1 (2008-2009) for
the Ministry of Foreign Affairs. The result was that many stakeholders with good
intentions made contact in order to obtain support for their initiatives. According to the
Ministry, the framework makes it easier to explain to external stakeholders why
something cannot be supported by Norway’s International Climate and Forest Initiative,
because the Ministry can refer to the fact that the initiative concerned is not covered by
the framework and cannot therefore be expected to contribute to attainment of the
overarching goals. An example of initiatives not supported are development initiatives
where it cannot be documented that the initiatives also contribute to reductions in
greenhouse gas emissions.

In an interview, the Ministry noted that there is no overview of what collaborations are
linked to what parts of the framework or which agreements relate to which indicators.
The framework as a whole outlines what the Ministry considers to be key elements in
the work to achieve the goals of the initiative. According to the Ministry, the indicators
in the framework should be seen as initiative areas which should generally be included
in the work of Norway’s International Climate and Forest Initiative in order to facilitate
attainment of the goals. Nonetheless, the indicators and milestones that are of
importance to each individual partnership and agreement may vary and be determined
in each individual case.

Information on progress and results

In an interview, the Ministry noted that the letter of commitment to Norad and the
charging authorities granted to the embassies specify the required results and what
must be reported for each individual year. The Ministry endeavours to keep the
required results as general as possible, and allow Norad and the embassies to
prioritise the activities at which they target the initiative. Although there is not always a
direct link between the required results for the charging authority and the result
framework, the embassies and Norad shall use the framework as a checklist when
reporting and prioritising their initiatives. The Ministry wants reports from the
embassies and Norad regarding the milestones and goals in the result framework,
which is also the level for the further reporting for Norway’s International Climate and
Forest Initiative in the budget proposal, and communication with the political leadership
in the Ministry.

The Ministry emphasises that the scope of information is considerable and that the
challenge facing the Ministry is to synthesise and aggregate from a large number of
sources and to ensure that what is disseminated is still correct. One element in the
handling of this has been to encourage Norad and the embassies to synthesise the
reporting for its areas of responsibility, so that the reports they submit to the Ministry
present progress and results for milestones and goals in the result framework, rather
than indicators.

The Ministry also notes that, in theory, it will be possible to attain success with
individual agreements without achieving the overarching goals of the initiative.

This means that it is vital to view reports from individual agreements in the context of
knowledge of the countries concerned and developments in their political situation.
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The Ministry has therefore encouraged the embassies and Norad to adopt a more
analytical approach to reporting results. This is justified in the Ministry’s need for
explanations as to where the bottlenecks lie in order to achieve the overarching goals
of the initiative.

The audit has reviewed the Ministry’s letter of commitment to Norad for 2015-2017
and the charging authorities granted to the embassies in Brazil and Ethiopia for 2015
and 2016. The review looked at the expectations that the Ministry refers to regarding
the use of the result framework. The review shows that although the Ministry has asked
for the result framework to be used as a basis for the reports that are submitted to the
Ministry, the level of concrete detail provided by the Ministry in its statement of what is
expected of the embassies and Norad varies. In the letters of commitment for 2016
and 2017, the Ministry asked Norad to submit reports in accordance with indicators
and goals in the result framework. In 2017, the Ministry also asks for a general analysis
of how the agency’s portfolio is contributing to the initiative’s goals. However, the
charging authorities granted to the embassies contain a more general reference to the
fact that the result framework should be used as a basis in the reporting. The authority
notes that the framework includes indicators for measuring progress against
milestones and goals in the collaboration, but does not state what is expected of the
embassies in connection with this.

In an interview, the Ministry noted that although the embassies, Norad and the case
officers in the Ministry refer, on occasion, to the indicators in the result framework in
their reports, the Ministry does not request reporting at indicator level. This was
confirmed in interviews with Norad and the embassies. According to Norad, no
systematic summary of results is prepared at indicator level by individual projects or
agreements in the section for climate, forests and the green economy. However, this
has been trialled for the civil society support for Norway’s International Climate and
Forest Initiative. The reports that the agency received from the collaborating partners
were, according to Norad, not comparable between agreements, even though common
indicators were used, and this resulted in little scope for summarising across
agreements as a result. In an interview, Norad noted that the reference to Norway’s
International Climate and Forest Initiative in Norad’s annual report is instead based on
input from relevant case officers, who summarise and provide examples of progress
and results in their own portfolio. A similar process was described in an interview with
the Ministry of Climate and Environment as being used as a basis for the Ministry’s
preparation of reports in the annual budget proposal. In the instruction for the section
on Norway’s International Climate and Forest Initiative for input for the reporting on
Norway’s International Climate and Forest Initiative in Prop. 1 S (2015-2016), the
various contributors are asked to link the reporting to the milestones in the result
framework. The Ministry writes that, although the work that has been done can readily
be linked to the indicators, these indicators should not be referred to explicitly.

Reports submitted by Norad for 2015 and 2016 and the embassies with special envoys
in January and August 2017 show that there is some variation over time and between
case officers as regards how progress and results are reported, and the extent to
which reports to the Ministry refer to the indicators, milestones and goals for the
initiative. It is apparent from the reports that the framework forms the basis for the
decision as to what is included and accorded emphasis in the reports. Nonetheless,
there is no consistent practice or systematic review of the progress and results against
the result framework in the reports.

In an interview, the Ministry notes that a summary of the information in the reports from
the embassies and Norad is given in the budget proposal for each individual year.
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Prop. 1 S (2017-2018) om Klima- og miljgdepartementet lists the milestones in the
result framework for the initiative, and a number of examples of results which have
been achieved for each milestone in 2016. However, the presentation does not refer to
summarised results for individual milestones.

In an interview, the Ministry noted that work has been underway for some time to
improve the reporting of progress and results in Norway’s International Climate and
Forest Initiative. It takes time to achieve the desired structure of reporting from the
embassies and Norad, even though this has gradually improved in the Ministry’s
opinion.

7.1.3 What reports are submitted concerning goals for the conservation of
natural forests and sustainable development?

In its overarching action plan, the Ministry of Climate and Environment refers to the
work on the first two of the three goals of Norway’s International Climate and Forest
Initiative. Goal 3 concerning the conservation of natural forests is not referred to
separately. This applies both to the discussion of the Ministry’s plans for the impending
year and to the Ministry’s risk assessments concerning the goal.

A review of the reports in the budget proposals concerning the Ministry of Climate and
Environment shows that there are variations in whether and how reports are submitted
concerning the work relating to goal 3 on the conservation of natural forests. It is also
noted that consideration has been given to the goal in all the initiatives supported by
Norway, and that the goal of conserving natural forests is a key component in all
agreements. Examples are also given of how Norway is working to ensure that the
goal is achieved and of what has been achieved in each of the individual partnerships;
see for example Prop 1 S (2012-2013). However, the Ministry’s reports in the budget
proposals do not provide a cohesive and unambiguous answer regarding the progress
and results for the goal concerning the conservation of natural forests. The same
applies to the reports concerning the goal of sustainable development and poverty
eradication, which provide no information on progress and results regarding Norway’s
International Climate and Forest Initiative’s contribution to sustainable development
and the eradication of poverty; see for example Prop. 1 S (2016-2017) and Prop. 1 S
(2017-2018) for the Ministry of Climate and Environment.

In a letter, the Ministry of Climate and Environment notes that the weaknesses in the
reports on progress and results concerning the goal of conservation of natural forests
are due to challenges linked to the measurement of results in the area. These
challenges relate to the baseline, status description and attribution of results to a
specific input factor. The Ministry also notes that this represents a fundamental
challenge which both the Ministry and the Storting have accepted.'”

In the letter of commitment from the Ministry of Climate and Environment, Norad is
asked to report on how Norway'’s International Climate and Forest Initiative is
contributing to development. A review of Norad’s annual reports for 2015 and 2016
shows that Norad does not specifically report on this goal under the discussion of
Norway’s International Climate and Forest Initiative. In the annual reports for 2015 and
2016, the concept of sustainable development is linked, for example, to sustainable
forest management and sustainable forestry and land use, and examples are given of
how agreements which are administered by Norad should facilitate development.
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In an interview, Norad noted that the work relating to the two overarching goals in
Norway’s International Climate and Forest Initiative, the climate goal and the
development goal, is coincident and, in connection with this, they refer to Report to the
Storting No. 24 (2016—2017) Common Responsibility for a Common Future — The
Sustainable Development Goals and Norway’s Development Policy. This white paper
states that climate and environment are an integral part of the sustainable development
goals, whilst climate is a separate sustainable development goal. According to Norad,
the development perspective is integrated in the work that Norad carries out under
Norway’s International Climate and Forest Initiative. Norad notes that the scope of
phase 1 of REDD+, where investments are made in institution-building, good
management practices and policy formulation, is very similar to a lot of other
development work. The same applies to the civil society support. Norad therefore
reports on the development goal as part of its reporting of progress and results in
Norad’s work generally.

In a letter, the Ministry of Climate and Environment notes that the development goal is
included in all phases of REDD+. For example, the results-based payments for
emission reductions in phase 3 of REDD+ must be used for investments in sustainable
development. According to the Ministry, it is therefore relevant to report on the
development goal for collaboration within all three phases. In the opinion of the
Ministry, reports are submitted concerning all goals in all phases of REDD+.""

101) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
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7.2 How does Norad’s evaluation department contribute to the follow-up of
Norway’s International Climate and Forest Initiative ?

7.2.1 What does the performance of a real-time evaluation of the initiative
entail?

Norad’s evaluation department has been carrying out a real-time evaluation of
Norway’s International Climate and Forest Initiative since it began. The real-time
evaluation involves subjecting the initiative to ongoing assessment. REDD+ was an
innovative project from its inception. In an interview, the evaluation department noted
that the combination of aid for forest conservation and development had not previously
been tested. There was therefore little knowledge available concerning the area.
Norad’s evaluation department was thus asked by the administration to carry out a
real-time evaluation in order to obtain information relevant to the organisation of the
initiative at an early stage and on an ongoing basis.

7.2.2 What topics have the real-time evaluations of Norway’s International
Climate and Forest Initiative covered?

A total of four evaluations were carried out during the first period of the real-time
evaluation, which ended in 2015. A new evaluation period commenced in 2015.
According to the evaluation department, the first reports published in 2011 should be
seen as base line data which documents the processes at international level and in the
countries with which Norway had bilateral agreements at the time. The subsequent
reports were thematic evaluations of the civil society support and the work relating to
the measurement, reporting and verification of results. The evaluation report dating
from 2014 is a synthesis report that looks at the goal attainment of the Norwegian
initiative, viewed against the goals that were formulated in the budget proposal, and
should be compared with the first reports from 2011. This marked the end of the first
round of real-time evaluation of the initiative.

A review of associated documentation on Norad’s website in December 2017 shows
that the Ministry of Climate and Environment has not reported on the Ministry’s
follow-up of the recommendations presented in the real-time evaluation’s synthesis
report dating from 2014. A report on the Ministry’s follow-up of the evaluation was to be
released in June 2016. In a letter to the Office of the Auditor General on 12 February
2018, the Ministry of Climate and Environment noted that the Ministry’s report to
Norad’s evaluation department on the follow-up of the evaluation from 2014 had been
delayed, but would be forwarded as soon as possible. The Ministry also noted that it
believed that the reporting in the annual budget proposals shows that the Ministry has
followed up the evaluation thoroughly.

7.2.3 What are the evaluation department’s experiences from the implementation
of the real-time evaluation?

In an interview, the evaluation department notes that it has had good experiences of
the real-time evaluation of Norway'’s International Climate and Forest Initiative. The
real-time evaluation has facilitated learning during the process, something which is
considered to be particularly important in connection with a new initiative where
innovation is pivotal. The department also notes that it considers the Ministry to be
committed and willing to learn from the real-time evaluation.

The evaluation department also notes that it believes that the use of a real-time
evaluation has meant that the management has, to some extent, drawn on the
information that is produced during the evaluation, rather than obtaining and analysing
data concerning the results and effects of the initiative. In turn, this has had negative
consequences for the evaluation team in that insufficient underlying data is available
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for the independent assessment. According to the evaluation department, the
underlying data has been inadequate both within the Norwegian administration and
internationally. The evaluation department notes that Norad’s evaluation department
was not responsible for documenting the results of Norway’s International Climate and
Forest Initiative. This responsibility rests with the administration.

In a letter, the Ministry of Climate and Environment states that the real-time evaluation
is actively used by the Ministry in order to learn from the initiative. In addition, the
Ministry obtains reports concerning the efforts of all grant recipients, Norad and
embassies in order to obtain information on results and effects — see also sections
7.1.2 and 7.1.3. The Ministry also notes that it keeps itself updated regarding research
and knowledge developed in the area.'®

7.3 How does the Ministry of Climate and Environment manage the risk of fraud?

7.3.1 How has the risk of fraud in Norway’s International Climate and Forest
Initiative been assessed?

The risk of fraud in REDD+ is considered by the relevant experts and the ministry to be
high. Corruption represents an administrative challenge and is also a factor which
enables some of the deforestation that is taking place. Poor management practices
reinforce these challenges.'®

In an interview, the U4 Anti-Corruption Resource Centre noted that the risk of
corruption will increase as more forest countries receive results-based payments in
phase 3 of REDD+ and the payments increase as a result. For its part, the Ministry of
Climate and Environment notes in a letter that the risk of corruption will also be linked
to the requirements that are imposed on the funds that will receive monies on behalf of
the forest countries. According to the Ministry, it is not inevitable that these funds will
be weaker in their structure or have weaker control mechanisms as more countries
progress to phase 3."*

In St.prp. nr. 1 (2008-2009), the Ministry of Foreign Affairs refers to the channelling of
Norwegian funds through multilateral institutions as a risk-mitigating measure. The
multilateral institutions are considered to have administrative resources, expertise and
a presence in the partner countries that reduce the risk of fraud. In a letter, the Ministry
of Foreign Affairs states that the Ministry of Foreign Affairs and Norad have also been
working actively in recent years to incorporate additional control measures which help
to reduce the risk of fraudamongst grant recipients in the more recent agreement
templates with the multilateral funds and programmes.'® In a letter, the Ministry of
Climate and Environment states that the channelling of funds through multilateral
institutions has a strong risk-mitigating effect in countries where national mechanisms
do not meet the relevant requirements regarding control.’®
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In Prop. 1 S (2011-2012), the Ministry of Foreign Affairs also refers to the phased
approach in REDD+ as a risk-mitigating factor. Good governance , which is a pivotal
goal in phases 1 and 2 of REDD+, is highlighted as being important in order to manage
the risk of corruption. The Ministry of Climate and Environment stresses in a letter that
the risks that are outlined in the Ministry of Foreign Affairs’ Storting proposals have
been printed in the proposals of both ministries.""’

The risk of fraud in Norway'’s International Climate and Forest Initiative is also
recognised in the Ministry of Climate and Environment’s overarching action plan. Risk-
mitigating measures are Norway’s “clear anti-corruption policy, thorough assessments
of potential aid recipients and routines for the follow-up of aid recipients”; see the
action plan for 2017, page 75. The Ministry concludes that the necessary steps have
been taken to establish the requisite systems and expertise to manage the risk. The
risk is considered by the Ministry in the action plan for 2017 to be unchanged from the

previous year and the wording of the action plans for 2016 and 2017 is identical.

The Ministry of Climate and Environment states in a letter that the grant management
systems that have been established within the Ministry are closely linked to the
systems used in aid administration generally; see for example the structure of the
general regulations and the use of Norad to quality-assure all agreements. According
to the Ministry of Climate and Environment, greater use of the experience and
knowledge built up by Norad and the embassies concerning the administration of aid
funds will strengthen the management of Norway’s International Climate and Forest
Initiative and reduce the risks involved.'®

7.3.2 How do the control units assist in the follow-up of the risk of fraud?
During the term of Norway’s International Climate and Forest Initiative, a number of
administrative measures have been carried out within the aid administration to
strengthen the handling of reported suspicions of fraud. In 2007, the Ministry of Foreign
Affairs established a central control unit with special responsibility in the field. In the
same year, guidelines were drawn up for the handling of cases of suspected fraud and
an external whistleblowing service was established.'® Corresponding functions were
established in Norad in 2011 and later in the Ministry of Climate and Environment, with
the appointment of a Director of Control in 2014. The appointment of a Director of
Control was part of a wider reorganisation of the Ministry of Climate and Environment
in 2013—2014 and coincided with the transfer of responsibility for allocations for
Norway’s International Climate and Forest Initiative from the Ministry of Foreign Affairs
to the Ministry of Climate and Environment.

The control units are responsible for following up reported suspicions of fraud and
other irregularities. They can also carry out audits and inspections based on their own
risk assessments. This is intended to supplement the checks carried out by the grant
administrators on the grant recipients. The units also provide assistance in the form of
input and training within the administration in order to strengthen the systems
concerning follow-up of the risk of fraud.

What incoming reports regarding possible fraud have been processed?
Norway’s International Climate and Forest Initiative is based on established practice
within aid administration regarding reports and follow-up in connection with suspected
cases of fraud involving Norwegian funds. As regards funds managed within Norad, the
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function is performed by Norad, which then reports to the Minster of Climate and
Environment. Regarding funds administered through the embassies or the Ministry of
Climate and Environment, this responsibility is handled by the control administrator
within the Ministry of Climate and Environment. The central control unit within the
Ministry of Foreign Affairs handled the responsibilities of the control administrator within
the Ministry of Climate and Environment until the appointment of the administrator in
autumn 2014.

Data from the control units within the Ministry of Climate and Environment, Norad and
the Ministry of Foreign Affairs shows that cases have been created and investigations
have been carried out concerning a total of ten reported suspicions of fraud in
Norway’s International Climate and Forest Initiative. Processing of six of these ten
cases has been completed, and fraud have been identified and followed up in five of
the cases. One case was closed without any action being taken, as a result of
obsolescence. Closed cases include breaches of contractual provisions, misuse of
grant funds and embezzlement. The actions taken have included termination of the
partnership and the issuing of demands for the repayment of funds.

The Director of Control within the Ministry of Climate and Environment stated in an
interview that there have generally been few reports concerning suspected fraud within
Norway’s International Climate and Forest Initiative. The Director of Control stressed
that the number of reports received cannot and should not be seen as an indication of
whether there are fraud within Norway’s International Climate and Forest Initiative or
amongst its partners. According to the Director of Control, the use of a whistleblowing
service has to be supplemented with active work on the part of the administration and
the control units aimed at identifying cases of fraud. The expression “seek and you will
find” also applies to the follow-up of the risk of fraud, according to the Director of
Control.

What have the control units done to assess the internal controls of grant
recipients?

In an interview, the Ministry of Climate and Environment stated that the work of the
Director of Control relating to Norway’s International Climate and Forest Initiative
during the period 2014-2017 largely involved investigating a reported suspicion of
possible fraud involving an implementing partner, and an ongoing compliance audit of
the grant management and procurement procedures within the Ministry. The Director of
Control has not carried out any supervision amongst recipients of grants from Norway’s
International Climate and Forest Initiative. Resource considerations have been the
principal reason why this has not been given priority and carried out. The central
control unit has also stated that they have not carried out any supervision or checks on
the internal controls of recipients of grants from Norway’s International Climate and
Forest Initiative. For its part, Norad’s control unit refers to involvement in a review of an
implementing partner in 2016—2017, following notification that the implementing partner
was registered as a mailbox company in Panama; see section 7.3.3.

In response to a letter, Norad’s control unit adds that it is conducting a review of major
programmes supported by Norway’s International Climate and Forest Initiative based
on a risk assessment. Norway’s International Climate and Forest Initiative affords a
high degree of support to complex fund mechanisms and programmes with many links
in the delivery chain. Norad'’s control unit believes that these structures may have
increased the risk of fraud, partly because the responsibility for following up the risk of
fraud is shared and delegated down to many different actors. The review is being
conducted by the control unit in order to understand the organisation of these
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structures, identify any gaps in accountability and improve the administration’s
understanding of the risks linked to these partners.

7.3.3 How has the Ministry followed up instances where the risk of fraud has
been identified in connection with Norway’s International Climate and Forest
Initiative?

The follow-up of the risk of fraud forms part of the requirements for grant administration
and is carried out by those to whom responsibility for grants has been delegated. This
applies to case officers in the Norwegian administration and grant recipients, such as
civil society organisations and multilateral institutions. The delegation of responsibility
for each individual grant is clarified in the agreement. The administration manager
must carry out an assessment of the beneficiary’s internal controls and systems for the
follow-up of suspected cases of fraud prior to the establishment of an agreement.”° In
the event of information being received suggesting that there may be fraud involving a
grant recipient, the administration manager must consult the control units in the event
of any doubts over the nature of the case, in accordance with guidelines for the
handling of suspected fraud within the aid administration. Any suspicions concerning
fraud must generally result in the funds being frozen until a conclusion has been
reached in the case.

The audit looked in more detail at three specific instances in order to examine how
suspected cases of fraud are followed up by the administration.

Example 1: Assessments of grant recipients’ internal controls

In May 2016, Norad stated on its website that, following the Panama Papers
revelations, the agency had been made aware that a recipient of Norwegian funds
under Norway’s International Climate and Forest Initiative was registered in Panama.
During the period 2013-2016, the recipient received a total of NOK 30 million via
Norway’s International Climate and Forest Initiative, and is a subsidiary organisation of
a recipient of NOK 33 million during the same period. On two occasions, the recipient
was assessed as being suitable as a grant recipient. Registration in Panama as a
mailbox company limits the documentation requirements and right of access regarding
organisation, ownership structure and accounting procedures within the enterprises
concerned. This weakens the ability of donors to carry out checks on grant recipients,
and the requirements that can be imposed on such recipients regarding internal
controls. This increases the risk of funds being withheld and not used for their intended
purpose.

Following the revelations in April 2016, Norad instigated more detailed investigations in
a dialogue with the Ministry of Climate and Environment. This included a partner review
of the implementing partner under the direction of the consultancy firm Deloitte.
Correspondence concerning the case between Norad and the Ministry of Climate and
Environment in winter 2016 and summer 2017 shows that there was disagreement
between the agency and the Ministry concerning the scope of investigations that
should be carried out and the benefits and use of the partner assessment that was
conducted. In a letter to Norad in December 2016, the Ministry of Climate and
Environment referred to the need for greater clarity over and above the information that
was provided in the partner assessment, and arranged a meeting between the agency
and the Ministry in connection with this. In January 2017, Norad then asked the
Ministry for permission to enter into a dialogue concerning contracts with two other
units affiliated to the same network but not registered in Panama. This led to further
questions from the Ministry on the possibility of entering into a dialogue concerning an

110) Grant Management Manual. Management of Grants by the Ministry of Foreign Affairs; Nulltoleranse for korrupsjon (Zero
tolerance for corruption). Utdyping av innholdet i politikken, Ministry of Foreign Affairs, 2010.
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agreement with an entity other than the original applicant, and also concerning the
requirements to be applied regarding accounting procedures and auditing for the
entities which were then assessed. As an extension of this, Norad hired the
consultancy firm Deloitte to answer some of the Ministry’s questions. The results of
these investigations and the consequences for future collaboration with the partner
concerned were not clarified until September 2017, almost 18 months after Norad
initiated the investigations into the case.

In an interview, Norad noted that in 2016, a general review of cash flows and financial
structures was carried out amongst implementing partners. The review states that this
has provided greater awareness of the area and that the requirements for controlling
and acquiring information on financial structures will be tightened up in the guidelines
for grant administration. The grant recipient’s justification for the financial structures
must be accorded emphasis.

Example 2: Action taken in connection with the investigation of an implementing
partner regarding suspected fraud

In 2016, an investigation of the Brazilian Development Bank (BNDES) regarding
possible corruption was begun. This investigation covered the suspected bribing of
BNDES employees in connection with project approvals within the bank. The
accusations are partly linked to the approval of projects in the energy sector for the
construction of hydropower stations. These are projects which will also have
considerable environmental consequences.™

Norway’s International Climate and Forest Initiative’s risk management regarding the
collaboration with BNDES

In an interview, the embassy in Brazil noted that the choice of BNDES as fund
administrator is part of the embassy’s risk management for the results-based transfers.
The bank’s internal guidelines concerning the approval of projects are considered by
Norway to be sound and include a thorough analysis of each individual project and
associated reporting. Norad considered BNDES as a possible administrator of the
results-based payments made to Brazil in 2008, but has not carried out any
corresponding assessments since then. In connection with the extension of the
agreement between Norway and Brazil in 2013, the embassy needed an assessment
of BNDES to be carried out. In an interview, the embassy noted that it does not
possess the resources to assess BNDES’s administration itself and that it therefore
contacted the World Bank and the IMF to obtain their assessment of the bank. The
World Bank subsequently stated that it was unaware of any changes since 2008 which
would suggest a different assessment and conclusion from those applying at the time.

According to the embassy, the annual reports from the Amazon Fund are of relevance
to the assessment of the bank’s administrative practices. The Amazon Fund’s annual
report and the auditor’s reports for the fund are sent to Norad for assessment every
year. A review of Norad’s assessments of the reports for 2014, 2015 and 2016 shows
that the agency notes that the audits were carried out in line with the agreement, and
commends the fund because the audit did not identify any material non-conformities.

In an interview, the Ministry of Climate and Environment notes that the risk of fraud
linked to Norwegian funds has been reduced through separating off the financial
administration of the Amazon Fund from the rest of BNDES by placing the Norwegian
funds in an account with Banco do Brasil. Nonetheless, an interview with BNDES
concerning the administration of the Amazon Fund shows that the fund administration,

111) https://news.mongabay.com/2016/01/bndes-corruption-guided-award-of-huge-amazon-dam-contracts-in-brazil/; https://
www.bloomberg.com/view/articles/2016-05-12/brazil-s-mega-scandal-hits-biggest-lender-bndes.
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in the form of decisions concerning the use and follow-up of the funds, is the
responsibility of BNDES. The administration of the Amazon Fund, including project
approvals, follows the bank’s procedures in other respects. In an interview, BNDES
noted that the administration of the Amazon Fund is subject to the same internal
control systems and routines as the bank’s other projects and departments.

What has been done by Norway'’s International Climate and Forest Initiative in
connection with the opening of the investigation into possible corruption at BNDES?
The embassy notes that the investigation does not involve the Amazon Fund and that
there are no suspicions concerning misuse of the monies in the Amazon Fund in
particular. According to the embassy, the cases selected for investigation were of a
different order of magnitude than the Amazon Fund.

In an interview, the embassy noted that, as an extension of the investigation of
BNDES, Norway has asked the relevant department within BNDES a series of
questions, and requested a copy of the department’s guidelines regarding internal
controls in the administration of the Amazon Fund. The audit has received
documentation confirming that a dialogue took place between the embassy and the
fund early in 2016, during which, at the request of the Ministry of Climate and
Environment, the embassy requested information concerning the fund’s financial
procedures and internal control systems. A review of the documentation shows that the
information that has been provided by the Amazon Fund is general in nature and
reflects information concerning the administration of the Amazon Fund which is publicly
available on the bank’s website. This is information which should already have been
known to the embassy and the Ministry because, in accordance with the guidelines for
aid administration, it must be obtained and assessed before any agreement is signed.

The reports from the embassy to the Ministry in January and August 2017 concerning
Norway’s International Climate and Forest Initiative refer to the investigation. The
embassy stated that there is no evidence to suggest any form of corruption within the
Amazon Fund and that the embassy will continue to monitor the case. The report from
August 2017 repeats that no information has come to light which indicates corruption
linked to the Amazon Fund.

In a letter, the Ministry of Climate and Environment noted that an assessment of the
situation was made in connection with the investigation of BNDES. The Ministry’s
decision to await developments in the situation was based on the assessments dating
from 2008 and 2013 that the bank’s internal controls were good, that Norwegian funds
were placed in a separate account and that the corruption cases were largely linked to
oil and infrastructure. It was decided that further measures would be initiated if it
became apparent that corruption or other misuse of the bank’s other funds, including
those in the Amazon Fund, had taken place.'"?

The Ministry of Climate and Environment’s Director of Control noted in an interview
that he has not been contacted by the section for Norway’s International Climate and
Forest Initiative for an assessment of the implications of the investigation of BNDES as
regards Norway’s International Climate and Forest Initiative’s collaboration with the
bank. Norad notes that responsibility for following up on BNDES rests with the
embassy and the Ministry, and that it therefore does not fall within their remit.

112) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersakelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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Example 3: Challenges in the work to identify effective measures to manage the
risk of fraud

Whistleblowing reports and red flags concerning possible fraud in the Congo Basin
Forest Fund

The Congo Basin Forest Fund was established in 2008 as a multi-donor fund
administered by the African Development Bank, which is a regional development bank
under the World Bank. The fund was intended to support REDD+ and projects that
could help to conserve the forests of the Congo Basin region, which has the world’s
third largest remaining contiguous forest belt. Norway has been the largest donor to
the fund, contributing USD 82 million; see section 4.3.4. The United Kingdom and
Canada have also contributed to the fund, which was intended to operate over a ten-
year period through to 2018.

The Congo Basin extends over a number of countries and is the world's largest remaining continuous area of
tropical rainforest. Many stakeholders are involved in the work to conserve the forest, including Norway’s
International Climate and Forest Initiative. Photo: Forest Carbon Partnership Facility

In October 2014, the United Kingdom and Norway sent a letter to the African
Development Bank and the Congo Basin Forest Fund in which they stated that they
wished to initiate a controlled winding-up of the support for the fund. In an internal
memo in the Norwegian administration, the decision is justified through the statement
that Norway as a donor does not have confidence in the fund’s secretariat and is not
satisfied with the information that is being given to the donors. The memo notes that a
field visit conducted following a tip-off apparently revealed significant non-conformities
between the results reported by the Congo Basin Forest Fund and the actual
circumstances in one of the major projects being supported by the fund. The memo
also noted that the Congo Basin Forest Fund does not adequately address the REDD+
agenda in its project portfolio. In June 2015, the United Kingdom and Norway sent a
letter to the African Development Bank in which they requested the return of the
monies that had been transferred to the fund and were not tied up in current actions.

The central control unit in the Ministry of Foreign Affairs received whistleblowing
reports and created two cases linked to the African Development Bank and the Congo
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Basin Forest Fund in 2012. These cases are linked to suspected breaches of
procedures in connection with procurement, fictitious tenders and artificially high salary
payments. Primary responsibility for investigating the cases rested with the control unit
in the African Development Bank. Responsibility for following up the investigation on
the Norwegian side was reassigned from the central control unit to the Ministry of
Climate and Environment in 2014. The central control unit has been asked why it did
not issue instructions to freeze the funds of the implementing partner while the case
was being investigated. This would have been in line with the procedures that are
outlined in the aid administration’s Guidelines for the handling of suspected cases of
fraud from March 2011. The central control unit replied that they had no information as
to why the funds were not frozen. In an e-mail, the Ministry of Climate and
Environment’s Director of Control noted that, in autumn 2014, the board of the Congo
Basin Forest Fund decided not to start up any new projects until the investigation had
been concluded. In practice, this entailed the freezing of the fund’s assets from autumn
2014 up until the investigation was concluded in spring 2015.

In an interview, the Ministry of Climate and Environment’s Director of Control, who took
over the case in 2015, noted that it was not part of the Director of Control’s remit to
consider whether the circumstances of the case should, and could, be covered by the
administration’s ongoing follow-up of grant recipients. Nevertheless, it was clear that
the board of the organisation concerned had received information and complaints
concerning the case circumstances, which were subsequently reported and
investigated.

The DR Congo is one of a handful of countries where Norway'’s International Climate
and Forest Initiative has financed political-economic studies under the direction of the
U4 Anti-Corruption Resource Centre at Chr. Michelsen Institute in order to better
understand the risk of corruption in the country. The results of the study were published
in 2015.

The establishment of a new donor platform to better manage the risk of fraud

A new fund, the Central African Forest Initiative (CAFI), was set up for the countries of
the DR Congo Basin in 2015. The fund entered into its first collaboration agreement at
the end of 2015, which concerned an investment strategy for forest conservation in the
DR Congo. At the end of 2016, France and Norway were the two countries that had
transferred money to the fund, with Norway having contributed 94 percent of the funds;
see section 4.3.4.

CAFI has the same geographic catchment area as the Congo Basin Forest Fund, but a
different fund structure. In an interview, Norad noted that CAFI's fund structure is
organised so as to give donors more control over the use of the funds through limiting
the number of partners and through the direct and ongoing participation of donors on
the boards of the individual country programmes. The creation of CAFI took account of
the experiences that had been gained through the Congo Basin Forest Fund. The
changes were intended to help reduce the risk of fraud. In a letter, the Ministry of
Climate and Environment also noted that the risk of fraud cannot be completely

eliminated in a region like the Congo Basin'®.

In 2016, Norway conducted a visit to the DR Congo at political level in connection with
the establishment of the partnership and an increase in Norwegian support for the
country. In February 2017, Bistandsaktuelt stated that in January 2017, Greenpeace
Africa had presented documentation which verified that central politicians in the DR

113) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersgkelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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Congo had issued illegal logging concessions during the partnership with CAFI.
According to reports submitted to the Ministry of Climate and Environment by the
special envoy at the embassy in DR Congo, this was followed up by further
investigations and initiatives under the direction of CAFI and the REDD+ secretariat in
the country. The investigations confirmed and revealed further illegal logging
concessions. As a result of this, the fund made further payments subject to the
cancellation of the logging concessions and the establishment of control measures. In
a letter, the Ministry of Climate and Environment noted that DR Congo cancelled the
concessions following marked pressure from CAFI. The Ministry also noted that there
has been no misuse of Norwegian funds in connection with the issue of the illegal
logging concessions.™

In addition to being the recipient of funds through CAFI, DR Congo is also the largest
recipient of funds from the FCPF Readiness Fund; see the Fund’s annual report for
2016. During the period 2010-2016, the country received a total of USD 7.6 million
from the FCPF Readiness Fund. The country has also signed a contract for results-
based payments with the FCPF Carbon Fund. According to Norwegian Aid Statistics,
Norway’s International Climate and Forest Initiative has paid out NOK 89.9 million to
DR Congo. A proportion of these funds has been paid to organisations that are working
to strengthen the administration of the forestry sector in DR Congo.

114) Ministry of Climate and Environment (2018) Hovedanalyserapport - undersokelse av den norske klima- og skogsatsingen -
svarbrev fra departementet, 12 February 2018.
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8 Assessments

In Innst. 390 S (2011-2012) on Norwegian climate policy, the Storting states that
Norway’s International Climate and Forest Initiative shall help to demonstrate that it is
possible to reduce emissions from deforestation and forest degradation in developing
countries and to compensate the countries concerned for such emission reductions.
This is intended to support the negotiations concerning a mechanism for reducing
emissions from deforestation and forest degradation in developing countries (REDD+)
under the climate convention, and also to contribute to substantial cuts in emissions.

The Paris Agreement promotes the use of the framework negotiated for REDD+ under
the climate convention. Through this, a key goal of Norway’s International Climate and
Forest Initiative has been achieved. The investigation also reveals challenges in
implementing REDD+.

8.1 The results of REDD+ to date are delayed and uncertain

8.1.1 Challenging to stimulate reductions in deforestation

A pivotal goal of Norway’s International Climate and Forest Initiative is cost-effective
and early reductions in emissions; see for example St.prp. nr. 1 (2008—-2009) for the
Ministry of Foreign Affairs and Prop. 1 S (2015-2016) for the Ministry of Climate
and Environment. The Storting has also stated that lasting and long-term emission
reductions are important; see for example Innst. S. nr. 269 (2008-2009) and

Innst. 390 S (2011-2012). As part of Norway'’s International Climate and Forest
Initiative, Norway pays partner countries for documented reductions in emissions
from forests.

At the end of 2016, Norway’s International Climate and Forest Initiative had paid out a
total of NOK 8.3 billion for reductions in emissions from forests, split between three
countries: Brazil, Guyana and Colombia. REDD+ is being implemented in different
ways in the three countries. However, common to all three countries is that progress in
REDD+ is being hampered by fluctuating political priorities and capacity to implement
REDD+ in the partner countries.

Brazil is the largest recipient of REDD+ funds globally and has received a total of NOK
7.4 billion from Norway’s International Climate and Forest Initiative. By the time Norway
entered into the bilateral REDD+ partnership with Brazil in 2008, Brazil had already
achieved a substantial reduction in deforestation. Deforestation was more than halved
during the period 2004—2008. The reduction in deforestation continued during the first
year of the partnership with Norway, but decreased after 2009. The deforestation
figures show that deforestation has stabilised during the period covered by the bilateral
partnership, with some fluctuation from year to year. The reduction in deforestation in
the Amazon during the initial period is partly explained by effective prosecutions of
illegal logging. It has been acknowledged by the Brazilian and Norwegian authorities
that Brazil is in need of new initiatives in order to reduce deforestation further.
However, the expansion of REDD+ to cover more of the country, with initiatives aimed
at also reducing legal logging, is politically more challenging to implement, partly
because of conflicts of interest between sectors. It has thus proved to be difficult to
further reduce or suspend logging.
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The low political priority given to REDD+ in the partner countries also has
consequences as regards the progress made in the payments from the Amazon Fund.
The Fund'’s investments in further measures to reduce deforestation have been
delayed in many cases, partly because regional and federal authorities have not
initiated approved projects. A high proportion of the climate and forest funds allocated
to Guyana have also not been used so far, but remain in an account pending
clarification that the authorities will maintain the country’s green growth strategy. These
are examples of Norwegian funds remaining unused in the bank accounts of recipients
in a situation where there is an urgent need to boost climate financing and step up
efforts to combat deforestation.

The results-based payments made by Norway’s International Climate and Forest
Initiative are intended to incentivise REDD+ countries to implement additional
measures to cut emissions and increase carbon sequestration by forests. However, the
Ministry of Climate and Environment has limited scope as regards what it can do when
partner countries still do not wish to prioritise REDD+. This makes the continuation and
development of REDD+ vulnerable to delays. As a result, Norwegian authorities are
unable to determine whether emission reductions paid for through Norwegian funds
incentivise further efforts and are lasting and not abandoned.

8.1.2 The facilitation of emission reductions has made poor progress

In connection with the consideration of the settlements in the Storting in 2008 and
2012, a majority of the Energy and Environment Committee gave their support for
Norway to contribute to demonstration and pilot projects in order to test out REDD+
through transfers to Norway'’s International Climate and Forest Initiative. For most
countries wanting to implement REDD+, it is necessary to carry out various forms of
preparatory measures before the countries concerned can achieve and verify
reductions in emissions from forests.

Relatively little progress has been made in the extensive work to facilitate emission
reductions through the formulation and implementation of national REDD+ strategies,
policies and initiatives. This applies to both the multilateral and bilateral partnerships
that Norway’s International Climate and Forest Initiative supports. Figures for FCPF, a
collaborative programme under the World Bank, show that 9 out of 45 countries have
submitted a final report on the work to facilitate REDD+. Four countries have entered
into an agreement concerning results-based payments. None of these has so far
submitted reports or received payment for emission reductions. In the case of five out
of eight bilateral partnerships that Norway’s International Climate and Forest Initiative
has entered into involving payments for emission reductions, payments for results in
the form of measured, reported and verified emission reductions have been delayed.

The investigation shows that in Ethiopia — a country which is facilitating future emission
reductions within REDD+ - there is little cross-sector political agreement to prioritise
REDD+. This is delaying and jeopardising vital legislative changes and planning work,
and the implementation thereof. It is also expensive and time-consuming to implement
some of the initiatives that are intended to contribute to emission reductions. For
example, the plans concerning forestation in Ethiopia assume the availability of more
funding sources than are available at present. As a result, the initial investments are
being delayed or abandoned and REDD+ is not leading to early emission reductions as
anticipated.

Document 3:10 (2017-2018) Report



8.1.3 Carbon leakage, the relocation of logging, could reduce the impact of the
Norwegian contribution to REDD+ on the climate

In Innst. S. nr. 269 (2008—2009), the Foreign Affairs Committee referred to the
importance of ensuring that the measures to combat deforestation are implemented
nationally and do not lead to carbon leakage, where the stopping of logging in one area
leads to an increase in logging elsewhere. Carbon leakage can occur both within a
country and between countries.

Although Norway’s International Climate and Forest Initiative has a clear goal that
REDD+ will cover all forests in the partner countries, it has in practice proved to be
difficult to scale up REDD+ into a national initiative. The bilateral partnership with
Guyana is so far the only partnership where the implementation of REDD+ is based on
measurements of deforestation nationally. In the partnership with Brazil, Norway is
paying for emission reductions in the Brazilian part of the Amazon. Forests across
much of the country are not included in the measurements. This is despite the fact that
Norway has also supported initiatives to conserve forests in other areas in Brazil, e.g.
in the Cerrado. The Cerrado will not be included in Norway’s payments for emission
reductions in Brazil until 2019 at the earliest. A research report shows that in 2016 the
Cerrado, which represents half of the Amazon in terms of area, had greenhouse gas
emissions from changes in land use and deforestation equal to those of the Amazon.
The Brazilian authorities have no detailed information concerning deforestation in the
Cerrado or other forested areas in Brazil.

The expansion of REDD+ to a national initiative creates conflicts of interest between
sectors in the partner countries, but it is also a question of access to resources and
specialist expertise. For some REDD+ measures, there are no methods or data
available for calculating the climatic effect of the measures. Differences in habitat types
and land use may also render it necessary to adapt REDD+ to different regions within
a country. These differences reduce the transferability of experiences within a country
and make it more resource-intensive to scale up REDD+ to national level. The delayed
expansion of REDD+ to national level also makes it more difficult to control the risk of
carbon leakage.

Achieving the desired climatic impact will require a high proportion of tropical forests to
be covered by REDD+. Many developing countries have shown an interest in REDD+,
and REDD+ actions have been financed through the multilateral channel in over 60
countries. Norway alone has transferred funds to 36 countries. However, some of
these countries will not continue their REDD+ work, partly because of a lack of
prioritisation and partly because of a lack of financing. The implementation of REDD+
also faces considerable challenges in the countries with the largest forested areas,
such as Indonesia, Brazil and DR Congo.

The risk of carbon leakage is considerable due to weak implementation at national
level and because too few tropical countries are participating in REDD+. As a result,
the climatic impact of the investments of Norway’s International Climate and Forest
Initiative could be reduced.
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8.2 Monitoring of the implementation and results of REDD+ is unsatisfactory

8.2.1 Social and environmental safeguards are not being adequately followed up
The safeguard mechanisms are principles for social and environmental considerations
that the developing countries must follow when implementing REDD+. These
mechanisms are based on the view that REDD+ can have both positive and negative
impacts on circumstances such as the eradication of poverty, the rights of indigenous
peoples and the conservation of natural forests. On a number of occasions, the
Storting has therefore referred to the importance of ensuring that Norway prioritises
controls to ensure that the safeguard mechanisms are complied with and that action is
taken if they are not followed; see for example Innst. 9 S (2014-2015).

It has been important for the Ministry of Climate and Environment to include safeguard
mechanisms in the REDD+ framework under the United Nations Framework
Convention on Climate Change and in agreements that the Ministry of Climate and
Environment enters into. Nonetheless, the efforts being made to safeguard the
Storting’s prerequisites concerning compliance with the REDD+ safeguards have faced
obstacles. This is partly because many parties consider the follow-up of the REDD+
safeguards to be an internal matter, with the result that the guidelines from the climate
convention have become general and overarching. One consequence of this is that
there is little reporting from the REDD+ countries on compliance with the REDD+
safeguards, and only one country has so far developed a national system for obtaining
information and for reporting concerning this, as determined under the United Nations
Framework Convention on Climate Change.

There is some variation between the bilateral partnerships as to whether the Ministry of
Climate and Environment requires reporting on compliance with the REDD+
safeguards in the agreements concerning results-based payments. Whilst the
agreement with Guyana includes an assessment of management practice indicators in
connection with the calculation of Norway'’s results-based payments, the payments
made to Brazil are only based on figures for deforestation. The rights of indigenous
peoples are under considerable pressure in both countries. The Ministry of Climate and
Environment follows up the REDD+ safeguards in its dialogue with the Amazon Fund,
which administers Norway’s payments to Brazil. Consideration of the Amazon Fund’s
annual reports by the Ministry of Climate and Environment shows that the Ministry of
Climate and Environment repeatedly requests greater transparency and more
information concerning the REDD+ safeguards from the fund.

The audit shows that the Ministry of Climate and Environment’s acquisition and use of
information concerning the REDD+ safeguards is also unsatisfactory. Although the
Ministry has established indicators for progress and results concerning the REDD+
safeguards, the Ministry does not request information concerning the status of the
indicators from Norad, the embassies or the Ministry’s own country managers. The
Ministry does not therefore make use of the opportunity to build on its own information
when reporting from the partner countries is inadequate. This weakness also
permeates the reporting in budget proposals and Norad’s annual reports, which
generally only state that provision has been made to ensure compliance with the
REDD+ safeguards, rather than describing results in specific terms. Deficiencies in the
Ministry’s own acquisition and use of information, combined with unsatisfactory
reporting from the partner countries, entail a risk that Norway could make payments for
results that do not fulfil the requirements of the safeguard mechanisms.
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8.2.2 Measurement, reporting and verification of emission reductions are only
partly in place

The measurement, reporting and verification of emission reductions is key to ensuring
that payments are made for actual reductions in emissions. The Storting has referred
to the need to establish monitoring and control arrangements and has also noted the
importance of third-party verification of the emission reductions from REDD+; see
Innst. S. nr. 145 (2007—2008) and Innst. S. nr. 269 (2008—-2009) amongst others.

The establishment of a system for the measurement, reporting and verification of
reductions in emissions from forests requires considerable resources, both
professional and financial. Norway’s International Climate and Forest Initiative has
invested in this work in bilateral partnerships and support for multilateral funds and
programmes, amongst other things. Brazil was one country that was considered to
have the necessary prerequisites and to be well underway with the measurement and
reporting of reductions in emissions from forests by the time the bilateral REDD+
partnership commenced. Nevertheless, there remains some way to go before Brazil
has nationwide and nuanced data concerning trends in forest cover, and precise
information concerning carbon in the forests. The decisions concerning REDD+ take
account of these circumstances by being open to the gradual development and
improvement of the measurement methods used. Norway also uses conservative
estimates of emission reductions from REDD+ as a basis for payments for emission
reductions. The investigation shows in addition that it has taken time for Brazil to
further develop its measurement and reporting to also cover forest degradation, i.e. the
thinning of forests, amongst other things. This is in spite of the fact that the inclusion of
forest degradation is one of the goals in the partnership agreement between Norway
and Brazil dating from 2008. At present, reports concerning forest degradation are only
submitted by researchers, and emissions from forest degradation are not included in
the annual calculations of greenhouse gas emissions from Brazilian forests.

The Ministry of Climate and Environment has referred to the right of civil society to
access and verify the official deforestation figures in Brazil as being important in order
to compensate for Brazil's deforestation figures not being verified by an independent
third party before payments are made by Norway. However, the investigation shows
that civil society in Brazil believes that the authorities do not include them sufficiently in
the discussions relating to the deforestation figures and the need for initiatives, and
that the opportunities to become involved have been reduced. Considerable work
remains to be done, both in Brazil and elsewhere, before the climatic impacts of
REDD+ can be measured, reported and verified in a precise manner.

8.3 Norway'’s contributions to REDD+ have not triggered sufficient financing
from other donors

In a number of arenas, the Storting has stressed that Norway’s International Climate
and Forest Initiative must be carried out in partnership with others and that Norway’s
contributions must also trigger an increase in support for REDD+ from other countries
and stakeholders; see for example Innst. 390 S (2011-2012). The need to ensure
predictable transfers is also stressed; see for example Innst. 44 S (2011-2012).

There is no complete overview of REDD+ financing globally. The shortfalls in the
availability of data mean that it cannot be ascertained with any certainty how much
funding has been mobilised for REDD+, who has contributed and how the funds have
been used. However, it is a common feature of many of the surveys that have
attempted to trace the REDD+ funds that Norway is the largest individual donor,
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followed by a handful of other donors that have also made significant contributions,
including the United Kingdom and Germany. Norway accounts for 51 percent of a total
of around USD 5.3 billion which has been paid out to REDD+ from these three
countries during the period 2008—-2016. The high proportion of Norwegian funds shows
that the condition of strong involvement from other donor countries in REDD+ has not
been met.

The financing of REDD+ has not been clarified in the negotiations concerning REDD+
in connection with the climate convention. This is not unique to REDD+, as it applies to
all areas which are being considered in the climate negotiations. The Ministry of
Climate and Environment has stated that this represents the greatest risk for REDD+
and Norway’s International Climate and Forest Initiative. Also the question of who
should be able to credit the results of REDD+ as national contributions is still open to
discussion amongst the parties to the climate convention and has not yet been
clarified. The lack of financing and solutions for mobilising funds for REDD+ shows that
no mechanisms have been established to ensure predictable transfers to developing
countries.

8.4 The Ministry of Climate and Environment is not obtaining the necessary
information concerning the results of Norway’s International Climate and Forest
Initiative

St. prp. nr. 1 (2008—2009) for the Ministry of Foreign Affairs notes that REDD+
constitutes groundbreaking work where both negative and positive experiences can be
of value. A systematic and strategic approach was emphasised as being important in
order to implement corrective measures as and when necessary. The Regulations for
Financial Management in the State (the Financial Regulations) also include a
requirement for a systematic approach in that, for an individual grant scheme, the
Ministry must describe goals, criteria for goal attainment and awards, and establish
provisions concerning the follow-up and control of grants.

The Ministry of Climate and Environment has prepared a strategic framework which
shows the link between the Storting’s goals for Norway’s International Climate and
Forest Initiative, the Ministry’s concretisation of them, milestones for the work and
indicators for progress against each individual milestone. The framework is a tool for
the Ministry to use when acquiring and using information concerning progress and
results in the Norwegian initiative.

The indicators in the framework have been identified by the Ministry as being pivotal to
achievement of the overarching milestones and goals for the initiative, and for assessing
the progress being made in the partnerships. Nevertheless, the Ministry has not
facilitated or imposed requirements on the embassies, Norad or country managers
within the Ministry concerning the acquisition of information at indicator level. This
means that the Ministry does not have complete data or analyses of progress and
results for individual indicators or sets of indicators. Moreover, neither Norad nor the
embassies have any basis for their reporting to the Ministry either.

The lack of a systematic approach to the acquisition and analysis of data concerning
results weakens the Ministry of Climate and Environment’s basis for management and
for testing and building experience with REDD+. This is considered to be particularly
unfortunate, as REDD+ represents groundbreaking work which is known to entail
significant risk and uncertainty regarding the feasibility and impact of measures.
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8.5 The ministries’ follow-up of the risk of fraud is inadequate

According to Section 14 of the Financial Regulations, all government departments and
agencies must establish systems and routines that have built-in internal controls. One
of the purposes of this is to ensure that irregularities and financial crime are prevented
and uncovered. Government departments and agencies must carry out checks on
underlying agencies and entities outside the public administration which exercise
administrative authority; see Section 15.

The risk of fraud is considered to be high in Norway’s International Climate and Forest
Initiative. According to current guidelines, the implementing partner’s internal controls
and other systems and routines regarding the handling of fraud are assessed before
an agreement is entered into, and further follow-up must be adapted to the risks. The
administrative manager must respond in the event of evidence of fraud, in accordance
with the principle of zero tolerance for corruption involving aid, and the associated
guidelines.

The investigation shows specific cases where the Ministry of Climate and
Environment’s assessments of the risk of fraud do not adequately follow relevant
guidelines for the prevention and follow-up of suspected fraud. The Brazilian
Development Bank is the biggest recipient of funds under Norway’s International
Climate and Forest Initiative. When the bank was investigated for suspected corruption
in 2016, the administration decided to obtain information concerning the internal
controls first before deciding on any further action. The investigation shows that, in its
decision, the Ministry failed to take account of the fact that the investigation of the bank
revealed weaknesses in the bank’s internal controls and that these weaknesses also
impacted on the administration of the Norwegian funds paid to Brazil. As regards the
civil society support under Norway’s International Climate and Forest Initiative, the
administration assessed an implementing partner on two occasions without discovering
that the partner was registered as a mailbox company. Such registration reduces the
administration’s access and opportunity to carry out checks on the use of the allocated
funds. It has taken the administration over 18 months to decide how the subsequent
collaboration with the grant recipient should be handled. In one final case, the
contractual partner has been found guilty of fraud. The partner’s funds were not frozen
during the investigation, contrary to the recommendations in the internal guidelines.
These cases show that the administration is not adequately monitoring and handling
suspicions of fraud in Norway’s International Climate and Forest Initiative.
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10 Appendices

Appendix 1 The Strategic Framework for Norway’s International Climate and

Forest Initiative
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