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In this presentation

 What are environmental services
« Examples of payment for environmental services schemes (PES)
« Challenges for PES implementation

— Conditionality within the payment package

— Additionality of environmental service provision

* Both essential to engage private sector and ensure long-term
sustainability

— Lower aggregation and MRV costs
« Why PES in Kagera TAMP
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Why PES in Kagera TAMP?
In this workshop

« Partners share their experiences to identify opportunities for:

« upscaling existing PES schemes within the basin (so far mostly on
tree carbon), VI Uganda and Kenya and

« replicating promising PES models in the region that have succeeded
In involving downstream water users in SLM pilots upstream (eg.
EPWS in Tanzania, and in Lake Naivasha, Kenya)

* begin identifying potential investors- working groups

« and discussing the enabling policy and institutional environment (eg.
what institutional capacity is needed to turn parts of K-TAMP into a
carbon project?)



What are ecosystem services

Products obtained Benefits obtained from Non-material benefits

from ecosystems requlation of ecosystem processes obtained from ecosystems
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SUPPORTING SERVICES

Services necessary for the production
of all other ecosystem services

Soil formation Nutrient cycling Primary production

} LIFE ON EARTH - BIODIVERSITY '



What are Environmental Services

ECOSYSTEM

LAND SERVICE
MANAGERS SERVICES USERS




hat are Environmental Services

-> The benefits we get from ecosystems, due to
human interventions

ECOSYSTEM

LAND SERVICE
MANAGERS SERVICES USERS

INVEST PAYMENTS CHARGE

ES supply cost ES use fee

ENVIRONMENTAL



ES Supplied by 3 different land management
systems (hypothetical levels)

Silvopastoral Mixed grazing High input cropping
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Payment for Environmental Services (PES)?

- A mechanism to pass NRM responsibility to its actual
managers

- With compensation of their costs

- And co-investment in livelihood improvements

Financed by the beneficiaries of improved NRM (private or
public sector)
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Permanent PES?

permanent decrease In farm income
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Strategy A- Ag development PES
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‘Strategy B- Conservation PES
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Examples of PES that Kagera TAMP could replicate
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Costa Rica

Heredia town water supply
-ES charge of US $ 0.2/m3 as Hydro Tariff

-Invested in the management of the Braulio Carrillo National Park
-AND to private landowners, for forest protection and restoration in
key points of the watershed used for water supply. Participating

landowners receive a payment close to US $ 120 /hectare/yr

-In 2009, the ESPH scheme will cover 1191 hectares of forest and
reforestation in public and private land
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Additional earmarked fee for upstream forest owners in local watersheds
338 colones over 7400colones, for six months of service



Examples of PES in the region
PRESA sites ICRAF-IFAD and partners




Examples from the region

* In Tanzania, Dar es Salaam water company paying for SLM in
Uluguru mountains- Lopa will present tomorrow

* In Kenya, in Sasumua, Nairobi water company (part of PRESA, BB
will present just next)

* In Kenya, in Lake Naivasha...



Examples from the region

In Kenya, in Lake Naivasha

565 farmers in Malewa river basin, feeding the Naivasha lake

+ 150 already applying the promoted land use technologies voluntarily
farm size 1-4ha

riparian protection areas, agroforestry, indigenous tree planting (95 %
survival rate), contours grass strips, bench terracinghigh value crops
and other SLM

« Cash payments: flat payment of 17USD/ha/year over the first three
years, issued as vouchers for agro-inputs in registred suppliers

e In kind:project investment in nurseries and SLM training, Material
Inputs (fodder crops, tree seedlings, and high value crops) are
provided by the project



Table 17. Absolute and relative changes (green = increase, red =
key indicators for the 3 scenarios compared to the baseline situation

reduction) of the

Contour Strips Mulching Tied Ridges
Key indicators 2005 2006 2005 2006 2005 20006
Inflow Masinga -
(MCM/y) -3 0% | -145 -7 15 2% o7 1% -8 -1% | -132 -6%
Masinga {lliljtcunﬁ.r] : ¢ .
Cutflow Kiambere -
(MCM/y) -12  -1% | -110 -5% | 35 3% J6 2% -0 -1% | -125 -5%
Cutflow Low Grand o - o - o o
Falls (MCM/y) -7 0% | -215 -4%9% | 52 3% 58 1% 7 0% | -277 -5%
?rﬂp,LE“Sp'rat'“” 1 0% | 0 o%| 5 1% 3 1%wm| 1 owm| 1 o%
{SD" Er:]ap”"at'”“ 0 0% | 0 o0%| -7 -5%| &8 -s%| o o%w| 1 o%
Groundwater -
Rechargs (mm/y) 12 31 14% 2 3% 3 1% 16 38  17%
Sediment loss - -
I:'tl:lnllllha.llr_f'] ']. "4 l:' _12% '1 _13..#{1 ']. _2

Green Water Credits report # 9 (www.greenwatercredits.net)
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ShareThis

Ecnbusinesslini(

(Prices are for individuals, businesses may be able to get volume discounts)

USA

Methane, Rangeland
Management

Air, Custom
packages for
businesses,
events,
weddings and

nrmanizFatinno

Carbon Offset Price Non- Projects Types Project| Offset Types Product Certification/
Provider (US$/Metric ton | profit Choice Verification®
C02) [Links see below table)
Verus Carbon Neutral $2.75 (vanes with Mo Various Mo Personal, Chicago Climate Exchange
USA CCX price) Business (CCX)
e-BlueHorizons $5.00 Mo Renewables, Mo Home, Car, Air| Chicago Climate Exchange,
USA Reforestation Environmental Resources
Trust
Carbonfund.org $10.00 Yes |Renewables, Efficiency, |Yes Home, Car, Environmental Resources
USA Reforestation Air, BEvents, Trust, Climate Community
Business and Biodiversity Standards,
Chicago Climate Exchange,
UNFCCC JI
Carbon Footprint Offsetters $10.00 (CER's) Mo Renewables Mo Personal, Ecologo, CCX
Canada Business
ClearSky Climate Solutions $12.00 Mo Forestry/reforestation, Yes Personal, Car, |Chicago Climate Exchange,

Climate Community and
Biodiversity Standard



Carbon projects- Uganda

 TIST

— 5648 farmers in 2100ha in three districts in South Uganda:
Bushenyi, Kabale and Kanungu

— reforestation of degraded landscapes: tree planting and
agroforestryplant at least 500 trees per group

— in cash per tree: a fixed per tree payment (0.02 US$/"well-cared-
for” tree/year for the first 20 years)

— and 70 % of the net revenues generated from sale of carbon
credits;no information on how many carbon credits are generated
from these sites

— each carbon credit is sold for 10USD

— In kind: training to enhance sustainable agricultural management,
and basic business management



Carbon projects- Uganda

Plan Vivo

909 farmers, in 1210ha in Bushendi, Masindi and Hoima districts
Woodlots

in cash per tree: 30% of 80, 000tCO2/year at 10$ each (prices range 6-
15%) = 800,000 USD/year; 30% of carbon revenue belongs to the
farmers=240,000USD/yr, considering 909 participants= 260 USD/year per
farmer on average (seems to high??)

in Kind: honey production, fruit orchard with tree species that can provide
fuel wood, fodder, medicinal products; training on sustainable land
management techniques



PES for BIODIVERSITY/LANDSCAPE
earmarked tourism fees for sustainable management
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PES for BIODIVERSITY/LANDSCAPE
earmarked tourism fees for sustainable management

Rwandan Tourism Revenue Sharing Programme

Since 2005 allocates 5% of total annual tourism revenues to community
projects’ around 3 national parks: Nyungwe National Park, Volcanoes
National Park and Akagera National Park

But is investment in community projects really contingent on improving
forest and wildlife protection?

eg. support bamboo/forest plantations outside protected areas to
reduce pressure on natural resources
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Key characteristic of PES vis a vis other conservation and
development projects:

-while initial stage usually funded with donor funds

-Ultimately it should be funded by contributions from environmental

services users via earmarked contributions, if possible with local
collection and investment

-And it should be to cover an externality- eg. maintaining traditional
varieties to increase farm resilience to Climate Change is beneficial
mainly for the farmer and for society at large for maintaining genetic
diversity.. For individuals, it is is only valuable if it ca be sold at a
premium- ecolabelling




Challenges in PES implementation

— Conditionality within the payment package
— Additionality of environmental service provision

» Both essential to engage private sector and ensure long-term
sustainability

— Lower aggregation and MRV costs for easier upscalling and
replication
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Challenges in PES implementation:
Conditionality and Additionality

 PES as incentive for SLM adoption and maintenance
— But still needs to be conditional on adoption and maintenance

eg. one-off payments to community projects cannot be enforcable-
fine for donor projects but not acceptable to private sector
Investors! A combination of more conditional payments may be
needed too

— SO support provided: tech assistance, marketing, grants or
access to finance etc still needs to be provided only to farmers
who are adopting, expanding and maintaining agreed SLM to
ensure additional environmental benefits



Upper Tana Catchment Investment Mechanism

Forest

Rainfed Farmers

Aberdares and Mt Kenya and ASAL grazing
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Challenges in PES implementation- MRV costs

 PES as incentive for SLM adoption and maintenance

— But still needs to be MRVable at low cost, given the multiple
number of enrolled smallholdings

— But there are innovators:

— SALM carbon projects that were carbon accounting is activity-
based (ie. according to the modelled C yield of those SLM
activities under certain conditions) instead of sampling

— |n water...



In Kenya, in Lake Naivasha

Challenges in PES implementation- MRV costs




Why PES in Kagera TAMP



Why PES in Kagera TAMP?
PES as incentives for sustained adoption and replication of
SLM post K-TAMP

 GEF project requirement for co-funding by engaging buyers now
building on knowledge in the region

e Buyers could cover SLM costs in areas of interest to them within
Kagera- like HP sector within the Costa Rican National PES, via
FONAFIFO

« K- TAMP already has the requirement to monitor impacts of SLM on
silt loads in 4 test micro-catchments- could a buyer be interested in
co-funding this effort if of interest to their activity too? (eg.
hydropower in Rwanda?)

 Requirement to increase carbon sequestration storage in 30, 500ha
(out of 100,000ha intervention area)



FEASIBILITY DESIGN OPERATION

[] Build in pre poor options > Fully Operational PES
l scheme
Are PES the
I’Ight tool? Targetin
the best
provider
v
Capturing sufficient
demand
Establishin
an enabling
environme
A v
Finding ti?t
Expanding fl
partner Securing financi
sustainability
A
Contingen
: an
Strengthening accountabili
T Monitoring
— and
Refining Evaluation




Why should K-TAMP take this extra step?

e Itis already investing in much of the land planning and community
mobilization basis of any PES:

— Western Kenya smallholder Agricultural Carbon Finance
project: Western Kenya Integrated Ecosystem Management
Project

— Emiti Nidwo Bulora (within Kagera): Lake Victoria Regional
Environmental and Sustainable Agricultural Productivity
Programme (RESAPP)



Why should K-TAMP take this extra step?

« Itis already investing in technical guidelines can then be
mainstreamed in watershed management in the region

—>also an argument for staff time co-funding with government
agencies
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K-TAMP already preparing for PES...

 PES as incentive for SLM adoption and maintenance

— Investment package is never only cash payments AND In fact
farmers are most interested in the training opportunities
(otherwise they wouldn’t participate as cash payments are very
low- eg. US$2/year in Vi Kisumu)

— Highest benefits realised in improved farm productivity and
support for overall farm planning, access to credit, marketing,
Inputs etc
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K-TAMP already preparing for PES...

PES as incentive for SLM adoption and maintenance

— Examples:

— Eg. in Uluguru project SLM allowed to new high value crops like
cabbages and tomato- in 2010 cabbage sales yielded 7000USD
for 11 participants!

— Eg. Africa 2000 and Marketing presentation shows that SLM can
Improve productivity and if linked to market access development
can act as an incentive for maintenance and expansion of SLM,
without direct cash PES payment



K-TAMP already preparing for PES...

« Limited funding will only allow for demonstration

* Needs co-funding
* And to secure long-term support and replication to this initial
Investment
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Why PES in Kagera TAMP?

PES as incentives for sustained adoption and
replication of SLM post K-TAMP

But if YES now Is the time to make some decisions:



Select those with buyers to engage
Where hydrological benefits can be higher

Concentrate some of the investment in an entire subcatchment from
the upper reaches down to the wetlands

To allow for hydrological monitoring and comparison with untreated
subcatchments on the opposite side of the river

And focus interventions along the riverine areas

Work closely with authorities with watershed management mandate
to build technical capacity and ownership of the PES linkages



LX98MW

Town N\ Hydropower
- XD2ZMW| production
N\ u
X64MW
X
tow

Irrigatio



Figure 3.7.1. Spatial distribution of areas w1111 highest hvdrnlnqlc:al potential and poverty rate
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WATER- Hydropower, Green Water Credits Kenya report # 10

www.greenwatercredits.org
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For Carbon

—>engage with an carbon investor from the start to co-invest in the upfront purchase
of these carbon benefits :

- Enlarge K-TAMP SLM coverage

- funding the procedures to package K-TAMP carbon benefits for the carbon
market:

- Adjust MRV VCS SALM methodology (submitted by VI, nearly approved)
- set up a baseline

- Possibly include a set of SLM that can maximize carbon sequestration and
reduce loss

- add components of interest for their CSR and shareholder selling of the idea...

Bo, Viktor and Damas will tell us more about these conditions in their presentations
tomorrow



PES Resources

e FAO website on PES: www.fao.org/es/esa/pesal

See especially manual- setting up PES and materials with examples
and resources

* Network of PES in the region: http://presa.worldagroforestry.org
e Network of PES In Asia: http://rupes.worldagroforestry.org/
 Database of water PES: www.watershedservices.orq

* Newsletters: Katoomba group, especially the regional southern and
eastern Africa, and various from Forest Trends (on water, carbon)

« Or email me at Bernardete.Neves@fao.orq




