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Introduction

The scoping mission for the Forest investment Plan (FIP) of the Climate Investment
Funds (CIF} took place in the city of Quito, Ecuador, from 27 — 29 September, 2016.
Participants to the mission included representatives from the Inter-American
Development Bank (IDB), the World Bank {WB) and the Government of Ecuador (GoE):

IDB: Gloria Visconti (CSD/CCS), Cristina Villalba (CAN/CEC), Filippo Berardi (CSD/CCS),
Pamela Ferro {CSD/CCS), Marisol Inurritégui (RND/CEC) and Lissy Velez (MIF/CEC).

WB: Gabriela Encalada 7

CIF: Inés Angulo

GoE: Francisco Prieto, Santiago Garcia, Fernando Prieto, Diege Mora, Zack Romo,
Gabriela Celi, Sandra Teran and Ximena Herrera (Undersecretariat of Natural Heritage,
Ministry of the Environment — MAE)}, Maria Victoria Chiriboga, César Vaca and Cristina
Garcia {Climate Change Undersecretariat — MAE) and Ricardo Espinoza (Environmental
Planning/international Cooperation — MAE).

The objectives of the mission were:

Presenting the objectives of the FIP and the role of the preparatory resources for the
elaboration of the Investment Plan {IP).

Discussing how the IP will contribute to the implementation of the National
Development Plan “Buen Vivir”, the national forest policies and legislation, the
sustainable forest management regulations, the National Climate Change Strategy, the
National REDD+ Strategy: REDD+ Action Plan “Bosques para el Buen Vivir” , the Intended
Nationally Determined Contribution {INDC), governmental/sectorial priorities, national
strategies/plans related to mitigation and adaptation to climate change.

Presenting the Dedicated Grant Mechanism for indigenous peoples and local
communities (DGM).

Reviewing and discussing with the MAE the synergies between recent, ongoing and
planned investments related to FIP, Multilateral Development Banks (MDBs),
development partners and technical agencies.

Reviewing and discussing with the MAE the link between the FIP and the Program “Socio
Bosque”, the National Forest Monitoring System, the National Forest Control System
Project, The National Reforestation Project (Forest Restoration Program} and reviewing
and reviewing and discussing with the Ministry of Agriculture, Animal Farming,
Aquaculture and Fisheries (MAGAP) the Program of Incentives for Commercial
Reforestation.

Discussing broad financing options for the IP, including linkages to the Green Climate
Fund (GCF), the Global Environment Facility (GEF), bilateral programs and Government
resources. ‘



+ Discussing and confirming stakeholder and key actors’ engagement requirements, with
careful expectations management.

» Confirming procedures for accessing and using the preparatory grant resources.

« Define the roadmap {key milestones and timetable for the elaboration of the IP).

3. The GoE has appointed the MAE as the technical focal point for the FIP. Accordingly, the
organization of this mission was led and coordinated by representatives of this entity.

4. The members of the mission held meetings with representatives of MAE, MAGAP, the
Ministry -of Finance (MINFIN} and representatives of institutions that are part of the
REDD+ National Action Plan, sectional {local) governments, indigenous peoples and local
communities, private sector, non-governmental and international donors linked to
forestry issues in the country organizations. The agenda of the mission and lists of
participants per session are included in Appendix 1 (“Anexo 17).

5. The members of the mission would like to thank the team of the MAE for the
organization of the mission and for their hospitality during their visit to Quito.

13 Background

In May 2015 Ecuador was elected by the FIP Sub Committee to become a pilot country
under the FIP Program following the recommendations of an independent panel of experts
who selected the proposal submitted by the GoE through an expression of interest. In
December 2015 the FIP Sub Committee approved the allocation of USD 250,000 for the
elaboration of the IP. These resources will support the consultation and participation
processes for the design of the IP and its articulation with the National REDD+ Strategy and
the National Climate Change Strategy.

FIP general objectives: Supporting developing countries efforts to reduce emissions from
deforestation and forest degradation and promoting sustainable forest management and
enhancement of forest carbon stocks (REDD+), including:

+ Promoting forest mitigation efforts, including protecting forest ecosystem services

+ Providing support outside of the forest sector to reduce pressure on forests

» Helping countries strengthen institutional capacity, forest governance, and forest-
related knowledge

» Mainstreaming climate resilience considerations and contributing to biodiversity
conservation, protecting the rights of indigenous peoples and local communities, and
poverty reduction through rural livelihoods enhancement.



The FiP addresses the underlying drivers of deforestation and forest degradation, as well as
the barriers identified by upstream REDD+ programs such as those of the Forest Carbon
Partnership Facility (FCPF), the Global Environmental Facility (GEF), UN Collaborative
Programme on Reducing Emissions from Deforestation and Forest Degradation in
Developing Countries (UN-REDD Programme).

. Summary of the discussions and conclusions

Hi.t Mission opening and meeting with the MAE

Following personal introductions by participants, the MAE representatives explained the
content and operational details of several Plans / National Programs under development
{detailed presentations can be found in Appendix 2 — “Anexo 2”);

a) National Plan “Buen Vivir (2013-2017)"

The National Plan Buen Vivir 2013-2017 is the general framework under which several
major national environmental programs are being developed. Regarding environmental
and social matters, the Plan aims at i) promoting equality, cohesion, inclusion and social and
territorial equity; ii) building common spaces and strengthening national identity, different
identities, national diversity and multiculturalism and guaranteeing the rights of nature and
promote regional and global sustainability and promoting the transformation of the
productive matrix.

b) National Incentives Program Socio Bosque, which aims to provide incentives for the
conservation and protection of ecosystems. In this way it seeks to protect forests and their
ecological, economic and cultural values; reduce rates of deforestation, emissions of
greenhouse gases (GHG) emissions and improve the quality of life of rural populations.

c} National Forest Reforestation Program, developed under the approach of integration of
afforestation and ecological recovery. This approach seeks to articulate fragmented
ecosystems and achieve biological connectivity. It also seeks to facilitate trade flows of
biodiversity and goods and services derived from ecosystems.

d) The National Forest and Biodiversity Monitoring System which tracks changes that occur
in natural heritage areas caused by natural or human activities. Monitoring allows
evaluating results of environmental public policies and REDD+ activities, providing a source
of knowledge and information and official data on the state of the flora, fauna, biomass and
carbon emissions from the forest sector.



e) National Forest Control System which aims at controlling the proper use, circulation and
marketing of forest resources.

Following presentations by MAE, the objectives of the FIP, areas and investment criteria,
gender issues, financial terms and next steps were presented {full presentation can be
found in Appendix 3 — “Anexo 3”).

Relevant elements for the FIP IP :

Some points / considerations that can contribute to outline the work of the FIP in the

country were identified:

- The most deforested and degraded areas of the country have been officially identified.
This can help setting the areas of intervention for FIP.

- Official Information on gross and net deforestation and the state of forests by 2014 has
also been established.

- The Government has proposed declaring 100,000 ha under the category of 'Forests and
Vegetation Protection' by the end of 2017. Accordingly, how the FIP could contribute to
the management of these areas could be explored.

- A first stage of a forest monitoring system is under way so the FIP could help strengthening
its structure.

- As it is essential to ensure financial sustainability of the Socio Bosque Program, it is worth
exploring how the FIP could contribute to this task.

- How Corporate Social Responsibility programs may be involved to ensure future capital for
the Socio Bosque Program could also be explored.

lil.2 Meeting with MAGAP

The representative of MAGAP {Under-Secretariat of Forestry), Tania Villegas, introduced the
Incentive System for Forest Plantations with commercial purposes. The program has the
following objectives: (i) increasing the hectares devoted to plantation of timber products in
areas of degraded or marginal land, (i) increasing the amount of carbon sequestered in
wood biomass and {iii) expanding credit access opportunities for commercial plantations.
Specific details on operational aspects and progress of the program are included in the
Appendix 4 {(“Anexo 4”). The information provided by MAGAP will allow exploring potential
contributions of FIP with the private sector.

I11.3 Meeting with institutions linked to the design of the REDD+ National Plan

The MAE Undersecretary of Climate Change, Maria Victoria Chiriboga presented the process
that was carried out to develop the REDD+ National Action Plan. This Plan aims at
contributing to national efforts to reduce deforestation and forest degradation through



conservation, sustainable forest management, and optimization of other land uses to
contribute to the reduction of GHG emissions. Additionally, the Plan aims at mainstreaming
climate change into national policies, assisting in the transition to sustainable production
systems and exploitation of non-timber forest products and ensuring sustainability of
conservation initiatives. The REDD+ National Action Pian will be formalized / published in
late October (see Appendix 5 — “Anexo 5).

Relevant aspects for FIP

The causes of deforestation and forest degradation have been identified. Priority areas for
the implementation of measures and actions of the REDD+ National Action Plan have also
been set.

Ecuador has established the focus and scope of environmental and social safeguards for
REDD+ based on national context and circumstances. An information system to provide
information on how safeguards are being addressed and respected safeguards will be
available in early 2017.

Finally, the development of the REDD+ National Action Plan has consolidated an
'infrastructure’ and active participation of key stakeholders {which has included a gender
approach) that can be used for the FIP process.

111.4 Meeting with international cooperation representatives

Participating agencies briefly presented some of the projects within their portfolios that
could be linked with interventions to be carried out by the FIP:

UNDP
The 'Targeted Support UN REDD+ (UNDP / UNEP / FAQ)' that is supporting Ecuador to

finalize REDD+ readiness phase in order to access results-based payments.
The small Grants Program “Biocorredores para el Buen Vivir’ and the project on landscapes
and wildlife for biodiversity protection.

Italian Cooperation Agency
The agency is executing the 'Amazon without Fires' project supported by CAF and the

Brazilian Cooperation Agency. The project seeks to address the causes of deforestation,
particularly agricultural practices that are not sustainable. Additionally, it seeks to
strengthen the early warning system in areas susceptible to forest fires. Currently, the
ltalian-Ecuadorian fund is designing programs / projects for the coming years, which will
respond to the priorities identified by the government of Ecuador, so potential
synergies/opportunities with FIP activities could be explored.



GlZ
GIZ is implementing the project 'Amazon Norte' and the program "Climate Change,

Biodiversity and Development" (ProCamBio), a program for the conservation of forests and
biodiversity and mitigation and adaptation to climate change. ProCamBio has focused on
the coast and mangrove and its counterpart in the country is MAE. At the moment, GIZ is
discussing the second phase of this program.

GIZ has also contributed with MAE on the following: i) the Socio Bosque Programme; ii)
management, control and traceability forest; iii} generation of technical conditions to create
the structure of REDD +; iv} support the activities of the Productive Transformation Agenda
Amazon and v) sustainable livestock production (land reclamation).

On the other hand, GIZ is supporting MAGAP in the preparation of a 'Concept Note' on
forestry to be presented to the GCF.

CAF

CAF is working in forestry programs and projects for eco-efficiency of the timber industry.
CAF is also supporting MAE on some aspects of the Socio Bosque Programme and other
reforestation programs. CAF is an accredited agency of the GEF and GCF.

It was agreed that these institutions would provide more information to members of the
mission in order to have more detailed information on the projects to identify potential
synergies with the FiP.

HI.5 Meeting with the private sector

The private sector representatives shared their experiences in four sectors:

1. Palm Oil Sector: the ANCUPA representative, Jorge Troy, presented the work done on
certification under the Roundtable for Sustainable Palm Qil - RSPO to assist in reducing
deforestation caused by this sector which corresponds to 3 % of deforestation nationwide.
Current undergoing efforts to transition from a certification model by producer to a
certification model by territorial area were also highlighted.

2. Timber: the representative of AIMA, Christian Riofrio, stressed the importance of creating
stockpiling facilities points and “clusters” to increase the value chain efficiency and facilitate
the initial processing and storage of lumber. The importance of partnership among
communities to facilitate access to credit was also mentioned.

3. Cocoa and naranjilla: WINAK representatives (Freddy Shiguango) and Sacha Laran
Association (Hermes Licuy) shared their experiences of sustainable production and
marketing in these sectors, including positive foreign trade experiences.



1.6 Meeting with representatives of indigenous peoples, local communities and civil
society

Representatives of indigenous peoples indigenous and local communities, civil society and
regional governments shared ongoing forestry projects and activities in which they are
involved. Members from Conservation International, WWF, COKIWA, RIA, COICA, ROJPL,
HIVOS and Amazon Vision attended this session.

The information and experience provided may serve to identify potential synergies with the
FIP.

Iv. Next steps and agreements

Members of the mission noted six potential investment areas prioritized in the REDD+
National Plan:

A. Planning and land use tools

B. Conservation, reforestation and biotrade or “bio-entrepreneurship”.

C. Agroforestry systems for cocoa, coffee and sustainable livestock.

D. Traceability, certification and responsible procurement for free deforestation timber

E. Sustainable forest management (forest control, traceability, certification and responsible
procurement for illegal logging free wood). '
F. Sustainable and deforestation-free production (RSP0 and others).

They also discussed the means and opportunities to make a more efficient and ‘catalyst’ use
of the FIP funds and reached to the following preliminary conclusions:

Potential FIP interventions:

Control and traceability: the possibility that FIP funds are used to support activities to
strengthen the operations of timber transportation control was discussed. Establishing a
national system of traceability to ensure the legality of the origin of timber resources was
also discussed. Given the nature of this activity, it was concluded that it might be more
suitable to finance it through grant resources and not reimbursable resources. This
particular issue will be discussed internally by the MAE.

Finally, facilitating access to certification for timber and non-timber products for both
national and international markets to strengthen sustainable forest management was
discussed.



Forest broducts value chains: a possible line of action could be related to the strengthening
of small producers of timber and non-timber so they can get monetary and non-monetary
incentives such as credit lines, technical assistance, establishing partnerships, adding value
to products through sustainable practices, or reducing intermediaries. To do this,
establishing stockpiling facilities centers could be important to streamline the process (e.g.
initial processing and storage of timber) and to generate more profits through the final sale
value,

The creation of technological poles or "clusters" to integrate the business and add more
value to the product of origin was also discussed.

Socio Bosque Program: MAE aims to maintain active and operating the Socio Bosque
program. The possibility of using part of the FIP funds to support the program was
discussed.

Transition to sustainable production systems: the main driver of deforestation is the
expansion of the agricultural frontier. FIP funds could support the transition to sustainable

and deforestation-free farming systems.

A tentative timeframe of activities to meet the deadline of October 2017 for the approval of
the Ecuador Investment Plan was agreed (see timeframe below).

Finally, the following tasks were agreed:

1. Hiring a consultant to support the MAE in the preparation of the Investment Plan
(Estimated date: end of October). Responsibility: IDB.

2. Accessing grant resources for the preparation of the Investment Plan (estimated
application: end of October). :

3. Letter to the FIP Sub- Commitiee communicating the progress of the Investment Plan
according timeframe below.

Quito, September 29th, 2016

Maria Victoria Chiriboga Santiago Garcia
Climate Change Undersecretary National Forestry Director
Ministry of the Environment Ministry of the

Environment

Gloria Visconti Gabriela Encalada
Climate Change Specialist Environmental Specialist
Inter-American Development Bank Group World Bank



Tentative Timeframe for the elaboration of the Investment Plan

Sections / Pl Annex

Date

Specific Task

Responsible

Sections 1-5

October ~ November
2016

Text

Banks and MAE

Section 6 and Annexes 1-4

December 2016-February
2017

Text + investment
projects’ concept notes
{Annex 1 and rational
that support them in
Section 6)

Banks and MAE

Technical Mission

End of February

Sections 1-6 and Annexes 1-4 Last week of February / Regional workshops to MAE - Banks
First week of March 2017 | share progress on the IP
design
Sections 7 - 9 March 15", — April 157 Text MAE- Banks
2017
Sections 1-9/Annexes April 1%, 2017 First complete P draft MAE-Banks
{1st version}
First joint mission First week of May Discussion on pending MAE —~ Banks
issues and finalization of
the first IP draft
Complete 1P Draft (2" version) National Socialization MAE
Workshop
Complete IP draft (3° version) June 1th 2017 Inclusion of National Banks and MAE

Workshop inputs

Complete IP draft {4 version}

June 15™-30th 2017

Review of complete {P
draft

Banks and MAE

Second Joint mission Mid July 2017 Validation of IP latest IDB coordinates with MAE
draft and WB
Complete IP draft (5" version) August, 1% 2017 IP Publication (MAE MAE

wehsite)

Complete IP draft (6" version)

August 10th-25"

IP revision by
independent reviewers

Hiring by CIF AU

Complete IP draft (6th version)
and Annex 5

August 25th- September
10th

inclusion of comments in
P and Annex 5 recelved
online (via website) and
from independent
reviewers

MAE

Final IP version

September 15th-30th

IP translated into English

IDB hires translator

Final {P version in English

October 1st

Submission of the IP to
CIF AU

DB

10




ANEXO 1

AGENDA MISION EXPLORATQRIA

QuITo, 27-29 OCTUBRE

27 de septiembre de 2016:

Apertura Mision Representante BID

Equipo BID

BID. Sala

reuniones
Renrespnt
09:30 Coordinacién Mision Equipo BiD BID. Sala
Equipo BM principal
piso 9
10:00 Apertura de Misidn y Reunién con el Miembros de BID. Sala
Ministeric de Medio Ambiente {MAE) Mision, MAE principal
piso 9

14:00

Reunidn con el Ministerio de Agricultura,

Miembros de

Swissotel,

instituciones partes
del Plan de Accion

Ganaderia, Acuacuftura y Pesca (MAGAP) Mision, MAE, Saint
MAGAP Moritz A
15:30 Reunidn con Ids actores institucionales Miembros de Swissotel,
vinculados con {a parte del diseio del Plan de Mision, MAE, Saint
Accidn Nacional REDD+ Representantes de Moritz A

Nacional REDD+

28 de septiembre de 2016:

Agencias de
Cooperacion
Internacional

09:00 Reunidn con Representantes de Cooperacion Miembros de Swissotel,
Internacional que participan en actividades Mision, MAE, Neuchate!
relacionadas al FIP Representante de v}

Page 1




10:30 Reunidn con Representantes del Sector Miembros de Swissotel,
Privado Mision, MAE, Neuchatel
Representantes del )
Sector Privado
12:30 Almuerzo
14:00 Reunidn con Representantes de Poblaciones Miembros de Swissotel,
Indigenas Comunidades Locales y ONGs Mision, MAE, Neuchatel
Representante de 5
Poblaciones
Indigenas
Comunidades
Locales y ONGs
16:00 Reunidon de coordinacion de la misién Miembros de Swissotel,
Mision, MAE Neuchatel
17:00 Cierre Segundo Dia
29 de septiembre de 2016:
HORA ACTIVIDAD PARTICIPANTES LUGAR
09:00 Reunion con Ministerio de Finanzas TBC TBC
11:00 Discusiones sobre siguientes pasos Miembros de BID. Sala
Misién, MA piso 8
12.30- Almuerzo
14.00
14.00 - Cierre de la mision: conclusiones y firma de Miembros de BID. Sala
17.00 Ayuda de Memoria Mision, MAE piso 8

Page 2
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