


This concept has been proposed by a number of Latin American Countries for a
mechanism to provide resources to developing countries for the implementation of
activities that directly reduce emissions from deforestation in and the maintenance of
forest cover and avoid carbon stock loses. The activities funded by the ADCF would
generate credits and provide participants with an entry into the carbon market (e.g.
through the CDM) that would, in turn, entail additional resources and incentives.

The Nested Approach

The main component of the Nested Approach proposal is an integrated approach to
reward emission reductions from deforestation, and eventually degradation, by allowing
participation by developing countries as well as public and private entities for lowering
deforestation rates. The Nested Approach is a double baseline-and-credit mechanism
which allows fully fungible credits to be created through a national as well as sub-
national or project level activities. Project level activities can be undertaken regardless
whether the host country has negotiated and registered a national emission target level.

Non-Market approaches:

Brazilian funding mechanism

Brazil propose to establish a mechanism under the Convention aimed at providing
positive incentives for the net reduction of emissions from deforestation in developing
countries that voluntarily reduce greenhouse gas emissions. The proposal is based on the
actual demonstration of reduced emissions from deforestation by comparing the rate of
emissions from deforestation to a certain past-time period with a reference emission rate.
Financial incentives are provided by Annex I countries voluntarily contributing to the
mechanism. All the reduced emissions of a country are added together for an agreed
period and the total tonnes converted into a monetary sum and divided among the
participating developing countries in the same ration as the emissions reductions
achieved. The proposal is not linked to the concept of maintenance of carbon stock on
forest land.

Tuvalu’s Forest Retention Incentive Scheme

Tuvalu proposes a Forest Retention Incentive Scheme established under the Convention
to provide incentives to communities for protecting and retaining forests. There are three
components to this scheme which include a Community Forest Retention Trust Account;
Forest Retention Certificates; and an International Forest Retention Fund to provide
funding for communities to set aside forest areas or manage them in a sustainable
manner. Communities could draw on a prescribed percentage to establish measures to
combat and reduce deforestation and degradation, granted ex poste.

Compensated Conservation

The Compensated Conservation mechanism proposed by India aims to compensate
countries for maintaining their carbon stocks as a result of conservation and increased or
improvements of the forest cover. The financing would be linked to verifiable carbon
through ODA, GEF, or Climate Change Adaptation Fund, but would be kept outside the
Clean Development Mechanism. The incentive for maintaining baseline stock would act
as an insurance cover against loss of associated carbon stocks. India propose the baseline
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to be fixed at 1990 or another appropriate level and want a net approach to accounting to
take into account the removals.

Agreement on Acknowledging the Value of the Forest and Ending Amazon
Deforestation, Brazil

The proposal developed by non-government organizations in Brazil to support action to
reduce deforestation to zero by 2015 in the Amazon through a national initiative by
adopting a system of reduction targets. The agreement is based on regulatory and
economic instruments, strengthening monitoring, control and tax measures and
establishing and strengthening forestry governance. States receive financial incentives
for effective reduction of deforestation and achievement of reduction targets through
forestry management and payment for environmental services. Financial incentives are
delivered through a fund established using private and public capital.

Dual Market Approach, CCAP

The Dual Market Approach proposed by the Centre for Clean Air Policy is a hybrid
approach combining funding for short-term actions to prepare developing countries for
participation in the post-2012 period. The REDD system would be a new and separate
market from the current Kyoto carbon market and REDD units would not be directly
fungible with the Kyoto market. Annex I countries commit to dual post-2012 targets and
meet a portion of their post-2012 reduction target through the REDD program.
Developing countries have a ‘no-lose’ option to create programs. The dual market
approach allows REDD time to develop and stabilise before any linking with the Kyoto
market, which protects the integrity of the existing market.
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Table 5: Main Features of the Proposals for Reducing Emissions from Deforestation

Proposal/ TDERM Coalition of Brazilian Tuvalu - India - Compensated Nested CCAP Dual
Issues Rainforest Fund Forest Compensated Reductions Approach Markets
Nations Retention Conservation
Scheme
Scope Deforestation Deforestation Deforestation Deforestation | Forest Deforestation Deforestation Deforestation
and degradation and Conservation (and (and eventually | and
degradation degradation) degradation) Degradation
Instrument | UNFCCC or UNFCCC or UNFCCC UNFCCC Outside of KP UNFCCC or KP (CDM Dual Market in
s KP KP CDM Kyoto Protocol | market) Convention
Financing Hybrid market- | Market + non- Non-market Non-market Non-market Market Market Non-linked
linked fund market market
Reference Historical Historical Historical Emission Fixed at 1990 Historical Not discussed Not discussed
period trends or other level
Scale National National (CDM | National National - National National National and National
- project) not explicit sub-national
Early Pre-2012 Establish legal Not discussed Not Not discussed Early action Voluntary early | Begin
action through limited | framework to discussed rewarded post- action — establishing and
TDERU:s to credit ‘early 2012 rewarding reporting
support action’ (pre- through credits LULUCF
capacity 2012). inventories
building
activities
Liability Discount factor | Banking Borrowing Not Insurance Banking Acquiring Discounting or
and portfolio borrowing, ex discussed insurance, ex REDD credits; reductions
performance post crediting post crediting over-comply or | retired
approach adjustment of
reference level
Monitoring | Combination Remote sensing | All options Not Remote sensing | Combination Not discussed Not discussed
and discussed coupled with
Verificatio ground
n verification
Accounting | Gross Gross Gross Not Net Not discussed Not discussed Not discussed
discussed
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